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INTROLUCTION 

Most of the cooperative elevators in Kansas were or- 

ganized. during tLe period 1913 to 1920, with a few dating 

back to 1900. These associations were organized primarily 

for the purpose of handling grain, but they gradually found 

it advantageous to handle a few side lines such as coal and 

feed, as a means of rendering a needed service to their 

members and also to meet competition from other elevators. 

It was found that the handling of side lines enabled the 

management to make more efficient use of labor and facili- 

ties, and thereby reduce overhead costs per unit of business 

handled. In sore sections of the state where the potential 

volume of grain was limited, side-line enterprises were de- 

veloped to furnish the association with a sufficient volume 

of total sales to maintain an active organization. 

The importance of side lines has become more evident 

with the addition of oil products in recent years. Also, 

during the last two to three years of sort crops, many co- 

operative elevator associations have had to depend upon 

side lines quite heavily as a source of income to apply on 

overhead expenses. Consequently, many questions arise as to 

what type of commodities are the most profitable as side 

lines in different sections of the state and to what extent 
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elevators could increase their side-line business with 

profitable results. 

PURPOSE OF STULY 

The purposes of this study were: (1) to analyze side- 

line sales and gross profits to determine the different 

types of cormrodities handled as side lines by cooperative 

elevators in the southwestern and eastern sections of Kan- 

sas during the period,1930-1934; to determine the value and 

trends in sales of each commodity during, this period, and 

the relative profitableness of each item as shown by its 

gross margin and gross profit as compared to that of other 

side-line commodities; (2) to determine some of the effects 

the following factors pertaining to side lines had on net 

operating profits of the elevators: first, the percentages 

that side-line sales were of gross sales; second, the mar- 

gins per dollar of side-line sales; third, the percentages 

that side-line gross profits were of tie total expenses of 

the elevators. 

The main differences in side lines and their effects 

on net operating profits between elevators in southwestern 

and those in eastern Kansas were determined. 

It is Lope that such a study will provide practical 

information and conclusions which elevator managers and 



others interested in cooperative elevator associations can 

use to advantage. 

REVIEW OF PREVIOUS LITERATURE 

Previous studies of cooperative elevators have con- 

sidered the total business of the association from the 

standpoint of grain. Most of these studies were during the 

period, 1925-1932,and little consideration was given to 

side lines because of their minor importance as compared to 

grain during this time. A. large volume of grain, was avail- 

able to handle, and oil products had not become an important 

side line. 

Green and 'Ballow (6) studied five type of elevators 

in Kansas. They stated the principal advantage to be 

gained through cost redaction in the elevator comes from 

the better utilization of the time of the management and 

labor. The adoption of side lines to the grain business is 

sometimes lookee3 to as means of accomplishing this result. 

Records were obtained on 59 elevators in 1921-1922 and 45 

of these or 76 per cent handled some side lines. In 1922- 

1923, slightly more than one-half of 150 elevators studied 

handled side lines. In general, it was found side-line 

elevators made about as much net profit from side lines as 

from grain in 1921, but not in 1922. however, corn- 



mercial and mill-line elevators, those not handling side 

lines, made more net profit or a smaller loss than the same 

type handling side lines. It was further stated that no 

conclusions could be drawn from the limited data on side 

lines. The information obtained showed that the single- 

unit elevator which rust maintain its management and labor, 

regardless of volume of grain, may profitably include side 

lines. In the case of line-companies, it appeared that 

they could better afford to concentrate on the grain hand- 

ling business. 

Data compiled on the cooperative-line elevators showed 

that side lines constituted 12 per cent of gross sale3 in 

1921. Gross profits were equal to 2E1 per cent of total 

gross profits and 27 per cent of total expenses. Approxi- 

mately 14 per cent of total expenses were allocated to side 

lines, thus leaving an average net profit on side lines of 

575 per elevator. A loss of [736 resulte from the grain 

business. Expenses were estimated by fieldmen with the as- 

sistance of the elevator managers. 

In 1922, side lines were 16 per cent of the business; 

gross profits on side lines were 17 per cent of total gross 

profits and equal to 5 per cent of total expenses. The ex- 

penses allocated to side lines were 20 per cent of total 

expenses. An average loss occurred on side lines of 155 

per elevator and on grain of 4-,212 per elevator. hence, in 



both years the side-line business was more profitable than 

the grain business. The side lines were not analyzed to 

determine the various commodities and the sales of each. 

A recent publication by Green and Tucker (7) shows 

that a majority of the higher-profit cooperative elevators 

in Kansas took a margin between cost and sales of side 

lines of 15 per cent or more on sales. The high-income 

group of elevators listed 87 per cent of its number with 

side-line costs 85 cents or less per dollar of sales; the 

medium-income group showed 59 per cent; and the low-income 

group showed 31 per cent of its number with side-line costs 

of 85 cents or less per dollar of sales. Their study of 

side-line sales and receivables showed that 4 out of 21 or 

19 per cent of the elevators in the low-income group hand- 

led k.4 of side lines for each dollar of receivables; 25 per 

cent in the medium-income group and 39 per cent in the high- 

income group attained this standard. 

lionaldson and Hemphill (4) found that some of the co- 

operative elevators in Colorado handle side lines because 

of an insufficient volume of grain business. Others handle 

them to more fully utilize the time of their employees. 

Also, some handle side lines merely as an accommodation to 

their members. Coal was the side line most frequently 

handled, with miscellaneous items such as twine, repairs, 

and hardware rankinr: secone. In 1929, side lines of co- 



eperative elevator in Colorado conetituted or cent of 

gross sales. Lzpenses were allocated on tne basis of the 

percentage of gross sales from side lines. The average net 

profit on side lines was e2,169 per elevator while that on 

grain was only s234 per elevator. in 1930, side-line sales 

constituted 19 per cent of gross sales, but the net profit 

on side lines averaged e1,286 per elevator that year as 

compared to e2,753 realized from grain. Some elevators 

showed losses on side lines eaels year but the data indi- 

cated that quite frequently the handling of side lines re- 

sulted in some profit and that if a loss occurred it was 

relatively small. 

Ballinger (1) summarized the financial operatIons of a 

group of Oklahoma farmers' elevators for the period 1930- 

1932. The data revealed that side lines constituted 19.5 

per cent of gross eales in 1930, 22.7 per cent in 1931, and 

29.8 per cent in 1932. however, gross income from side 

lines averaged 33 per cent of the total gross incore of the 

elevators each year. Income from side lines was equal to 

about 36 per cent of total expenses during this period. 

The average margin secured on side lines increased from 

11.9 cents per dollar of sales in 1°30 to 14.8 cents it 

1931, but decreased to 14.2 cents in 1932. Expenses were 

allocated to side lines in this study. 
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Bell (2) concluded that side lines are desirable for 

farmers' elevators in Montana under two different sets of 

conditions. First, where the volume of grain is insuf- 

ficient for profitable operation on grain alone and second, 

where a successful farmers' elevator operated by a good 

business man has added side lines as a further service to 

its patrons. Side lines most coamionly handled were flour, 

twine, coal, an. mill feed. A.1 products were handled suc- 

cessfully by two elevators studied. He reports that the 

average gross sales of side lines handled by Montana ele- 

vators was 8,468 per elevator in 1926 as compared to the 

average in the United States of 418,485 per elevator for 

that year. In analyzing the grain business, extra costs 

due to side lines were deducted. 

Metzger and Price (9) conclude that while the handling 

of side lines makes possible a more complete utilization of 

buildings and labor, it does not substantially increase or 

decrease the cost of marketing grain under the usual con- 

ditions among elevators in Minnesota. The coefficient of 

correlation between total cost per bushel and per cent that 

side-line sales were of total sales was +0.18. They stated 

that side lines, when properly merchandised, do increase the 

total income, and thus increase the efficiency of the ele- 

vator business. 



Price and Arthur (11) in a study of Minnesota eleva- 

tors in 1025 found that 85 per cent of the elevators hand- 

led farm supplies. They included, in order of their im- 

portance, coal, feed, flour, twine, salt, seeds, implements, 

and miscellaneous items. More than 60 per cent handled 

coal, feed, and flour. In 1922, side-line business con- 

stituted 8.6 per cent of the total business. Usually the 

manager expected them to furnish a small amount of income 

above extra costs to help defray overhead and costs of the 

whole business. In most years, the gains and losses from 

side lines often meant the difference between a profit or 

a loss to the elevator. The selling of supplies for credit 

was listed as an Important problem. 

Post (10) divided side lines of south Dakota elevators 

into general and special side lines. The combined side 

lines usually averaged about 10 per cent of all sales. A 

distribution of general side-line sales during the 1926- 

1930 period showed 71 per cent of them consisted of coal, 

12 per cent flour and feed, 9 per cent twine, 2 per cent 

salt, 1 per cent each for fencing and tankage, and 4 per 

cent miscellaneous. Expenses charged to handling of these 

side lines consisted of only extra expenses due to side 

lines. The gross income per dollar of side-line sales 

averaged i:.097 and expense .045, leaving a net income of 

per dollar of total 7eneral side-line sales. Largins 
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or gross profit per dollar of sales of the various com- 

modities were as follows: coal 11 cents, flour and feed 

6 cents, twine 9 cents, salt 15 cents, fencing 9 cents, 

tankage 8 cents, and miscellaneous 9 cents per dollar of 

general sido-line sales. Considering volume of sales, coal 

was the most profitable commodity. The gasoline-oil busi- 

ness was the most important type of special side-line busi- 

ness. It constituted 78 per cent of total special side- 

line sales with a margin of i.178 per dollar of sales. 

The implement-hardware sales were 16 per cent and lumber 5 

per cent of total sales. Margin per dollar of implement- 

hardware sales averaged '4.149 and that on lumber 4.150 per 

dollar of sales. The net income of total special side-line 

sales was '.073 per dollar of sales. Handling of livestock 

and feed grinding were listed as services which furnished 

additional income from side lines. 

Benton and Peightal (3) found that during the 1919- 

l'25 period, farmers' elevators of North Dakota received 

8.5 per cent of their income from the sale of side lines. 

lAore than 75 per cent of the elevators handled side lines, 

the most common ones being coal, wood, twine, seeds, flour, 

feed, machinery, and lumber. Coal and wood were the most 

profitable; lumber and machinery the least profitable. 

Froker and ?rice (5) questionea the advisability of 

iAnnesota elevators handling bulk oil stations and tank 
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wagons. Six elevators handled. this type of business am a 

side line in 1927. The writers stated that the Beak load 

periods of the grain and oil business cane at the same 

time of the year, and building and equipment denands were 

entirely different. 

Knapp and Lister (6) reviewed. the history of coopera- 

tive purchasing of farm supplies in the United States and 

in other lands. Legal phases, structure of farmers' co- 

operative purchasing asseciati ns, methods used in co- 

operative purchasing, and the financing of these associ- 

ations are discussed. Also, some factors essential for 

their efficient operation and suggestions for organizing 

farmers' purchasing associations are included. A brief 

section was devoted to side lines as a part of the business 

of marketing organizations. 

SCOPE ANL METHOD OF PROCELURE 

This study was made of 32 cooperative elevators in 

southwestern Kansas and of 24 cooperative elevators in 

eastern Kansas for the period, 1930-1934. Figure 1 shows 

the location of the elevators included in the study. These 

were associations on which business analyses had been con- 

ducted by the Extension Livision and the Department of Ag- 

ricultural Economics of Kansas State College, Manhattan, 

Kansas. Records of the elevators were placed under number 
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in the files of the Department of Agricultural Economies 

and served as the source of data for this study. 

Cooperative elevators of northwestern rSunsas were not 

Included since their business was more or lea e a oombina- 

tion of the types found in eastern and southwestern 1:ansas. 

It appears that conclusions drawn from this study can be 

applied with qualificstions to the elevators in the north- 

western Kansas section. 

The size of the sample of elevators for each section 

of the state was determined by the number of identical ele- 

vators for which five consecutive years, data were avail- 

able. In all cases, data refer to crop years which are 

from July to June, inclusive. 

brief sunrary of the grain and side-line business of 

the elevators in the two sections of the state was included 

to show the main differences in the types of business and 

the trend of operating results during the five-year period, 

1Zo°50-134. 

sideline sales and gross profits of the elevators in 

both sections of the state were obtained from profit and 

loss statements and analyzed to determine the different 

types of commodities handled., the percentages of each, and 

the margins obtained on each item, or the relative profit- 

ableness of tine various commodities. 
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The remaining sections were devoted to the study of 

the relative effects side lines had on the net operating 

profits of the elevators during each of the five years. A 

preliminary study of the data was made by use of frequency 

distributions, scatter relationships, and graphic correla- 

tion studies. The elevators were arrayed and grouped into 

quartiles under four classifications or groupings, namely, 

side-line sales in percentage of gross sales, margins per 

dollar of side-line sales; side-line gross profits in per- 

centage of total expenses; and net profit on operations. 

Quartiles were used so that the higest and the lowest 25 

per cent of the elevators in each classification could be 

compared, and also the upper and lower 50 per cent of each 

group. The same number of elevators would always be In 

each group and open ends of the data were elirAnated by 

this method. Statistical methods were used in studying the 

data b:/ years and by various groupings of the elevators. 

The analysis proceeded along the comparative method and with 

the use of tables, charts, and graphs to support the discus- 

sion and conclusions. 

'eighted averages were used predominantly, mad in most 

instances they were near the medians in the case of percent- 

ages and margins. They were not representative of the trend 

of profits in a few cases or years, but these were discussed 

under sections dealing with marke-3 yearly variations from 
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five-year averages of quartiles. 

Y.elationshio tables of side-line factors and the num- 

ber of elevators showing profits or losses were compiled 

to show general effects of side lines and operating re- 

sults. if net profits showed either a marked increase or 

decrease for the five-year period from the first to the 

fourth quartile when elevators were arrayed on the basis of 

side-line sales in percentage of gross sales, margins on 

side lines, or side-line gross profits in percentage of 

total expenses, even though many other factors were opera- 

ting at the same time, then conclusions were drawn concern- 

ing the effects that any particular side-line grouping or 

factor had on net profits. However, before these conclus- 

ions were drawn, it was shown that the increase or decrease 

in profits was not due to other factors such as wide mar- 

gins on grain, exceptionally large elevators with. large 

overhead expenses, or an unusually large or small volume 

of business. 

The most important factor or factors related to side 

lines were determined by observing the one showing the most 

effect on profits, or which increased or decreased with a 

corresponding change in profits, in all four groupings. 

The percentage or margin which was associated with the most 

marked increase in profits was determined by the results 

shown 1D-i the quartiles. 
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The effects of side lines on net profits on operations 

were selected. instead of the effects on total net income. 

The latter included other income which consisted largely of 

storage revenue and rebates on wheat sold to terminal ele- 

vetors, both of which were not related to side lines. 

expenses of grain and side lines were listed as total 

expenses on the records of the elevators and no attempt was 

made to allocate these expenses between grain and side lines 

and thus, determine the exact net profit on each. An ac- 

curate and reliable allocation would. have required the as- 

sistance of the managers of the elevators, and the chief 

difficulty of this method would have been in estimating ex- 

penses more than one year previous to 1934 since data were 

studied for the five-year period, 1930-1934. 

The method of allocating expenses on side lines on the 

basis of the percentage that side-line sales were of gross 

sales did not seem feasible for this study as the period of 

study included years in which grain sales were abnormally 

low as a result of crop failures, and declines i wheat 

prices were more severe than those in the prices of side- 

line commodities. 
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DEFINITION OF TERMS 

For the sake of brevity and clearness of the discus- 

sion of data, the following definition of terms is included; 

Side Lines - kll comuodities other than grain handled by 

the elevators. 

Gross Sales - Total grain sales plus total side-line sales. 

Gross Profit on Sales - Gross sales minus cost of gross 

sales. Cost of sales is determined by adding be- 

ginning inventory and purchases and deducting ending 

inventory. 

aLuillper Lollar of Sales - Gross profit per dollar of 

sales. One dollar of gross sale minus cost per 

dollar of gross sale. 

Total Expenses - Total expenses of operating. the elevator 

for one year. Includes both fixed or overhead ex- 

penses and operating expenses. Lepreciation and bad 

debts written off are included but not interest on 

capital stock. 

Net Operating Profit or Net Profit on Operations - The net 

profit on the actual buying and selling operations 

before other income is included. Letermined by de- 

ducting total expenses from the gross profits on 

gross sales. 
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Other Income - Income not derive from buyin and selling 

operations. Main sources of other income are reve- 

nue from storage of grain by local elevator, re- 

bates on grain sold to terminal or regional organi- 

zations, income from grinding, rent, collection of 

bad debts, etc. 

Total Net Income - Net profit on operations plus other 

income. 

A BRIEF SUMMARY OF THE TOTAL GRAIN ANL SIDE-LINE 
BUSINESS OF KANSAS COOPERATIVE ELEVATORS 

DURING THE PERIOD, 1930-1934 

This section of the study presents a picture of the 

total grain and side-line business of the elevators each 

year for the period,1930-1934, and the changes occurring 

during this time. A survey of the type of business of the 

elevators in each section of the state should serve as a 

basis for a better understanding of the relationship of 

side lines to grain merchandising during the period covered 

by this study. 

Table 1 shows the averapes of various profit and loss 

statement items for 32 identical cooperative elevators 

studied in southwestern Kansas, and Table 2 shows similar 

averages for 24 identical eastern. Kansas cooperative ele- 

vators. The principal differences between the two groups 



Table 1.- Financial Operations of Southwestern Kansas Cooperative Elevators 
Averages of 32 Identical Elevators, 1930-1934. 

19 

CROP YEAR 
1930 1931 1932 1933 1934 

Dollars Per Cent Dollars Per Cent Dollars Per Cent Dollars Per Cent Dollars Per Cent 

Gross Sales 310,646.28 215,537.74 121,016.42 99,095.60 153,946.03 
Side-line Sales 52,147.63 33,791.67 27,350.23 25,426.36 31,172.68 

Percentage of Gross Sales 16.8 15.7 22.6 25.7 20.3 
VVheat Sales 253,309.10 179,120.32 91,520.77 68,788.53 116,351.65 

Percentage of Gross Sales 81.5 83.1 75.6 69.4 75.6 
Other Grain Sales 5,189.55 2,625.75 2,145.42 4,880.71 6,421.70 

Percentage of Gross Sales 1.7 1.2 1.8 4.9 4.1 

Gross Profit on Gross Sales 20,912.63 17,192.09 10,964.62 8,220.92 8,231.30 
Gross Profit on Side-line Sales ow 11,544.07 7,875.13 4,991.14 4,276.85 3,955.81 

Percentage of Total Gross Profit 55.2 45.8 45.5 52.0 48.1 
Percentage of Total Expenses 83.3 65.7 48.0 54.1 52.2 

Gross Profit on Wheat Sales 9,105.33 9,132.64 5,699.39 3,609.98 3,742.95 
Percentage of Total Gross Profit 43.5 53.1 52.0 43.9 45.5 

Gross Profit on Other Grain Sales 263.23 184.32 274.09 334.09 532.53 
Percentage of Total Gross Profit 1.3 1.1 2.5 4.1 6.4 

Salaries and t'ages 6,471.15 6,072.34 4,725.94 3,736.55 3,630.07 
Percentage of Total Expenses 47.8 49.8 45.5 47.2 47.9 
Percentage of Gross Sales 2.1 2.8 3.9 3.8 2.4 

Total Expenses . 13,528.45 11,995.26 10,395.18 7,911.51 7,583.68 
Net Profit on Operations 7,384.18 5,196.83 569.44 309.41 647.62 
0th,-Jr Income 1,929.01 2,203.74 2,054.75 1,280.56 916.44 
Total Net Income 9,313.19 7,400.57 2,624.19 1,589.97 1,564.06 

Cents Cents Cents Cents Cants 

Margin per Dollar of Gross Sales 6.73 7.98 9.06 8.30 5.35 
Margin per Dollar of. Side-line Sales 22.14 23.30 18.25 16.82 12.69 
Margin per Dollar of 1Nheat Sales Seto 3.59 5.10 6.23 5.22 3.22 
Margin pc:r Dollar of Other Grain 

Sales 5.07 7.02 12.78 6.85 8.29 
Margin per Bushel of Grain Handled . 2.78 2.23 2.34 3.56 2.91 
Net Profit on Operations per Dollar 

of Gross Sales 2.38 2.41 .47 .31 .42 
Total Net Income per Dollar of Gross 

Sales .-., 3.00 3.43 2.17 1.60 1.02 

Bushels Bushels Bushels Bushels Bushels 

Bushels of Grain Handled 337,440 410,149 248,023 108,787 146,847 
Average Capacity of Elevator 44,843 43,797 44,422 47,813 48,375 



Table 2.-- Financial Operations of Eastern Kansas Cooperative Elevators 
Averages of 24 Identical Elevators, 1930-1934. 20 

CROP YEAR 
1930 1931 1932 1933 1934 

Dollars Per Cent Dollars Per Cent Dollars Per Cent Dollars Per Cent Dollars Per Cent 

Gross Sales 92,092.15 60 608.94 45,174.32 63,033.96 98,390.35 
Side-line Sales 45,950.05 32,991.26 26,200.52 25,753.39 34,086.58 

Percentage of Gross Sales 49.9 54.4 58.0 40.9 34.6 
Wheat Sales 27,157.20 18,589.36 14,256.58 26,873.89 41,243.72 

Percentage of Gross Sales 29.5 30.7 31.6 42.6 41.9 
Other Grain Sales 18,984.81 9,028.31 4,717.22 10,406.68 23,060.05 

Percentage of Gross Sales 20.6 14.9 10.4 16.5 23.4 

Gross Profit on Gross Sales 5,714.94 5,024.53 4,645.90 5,692.45 6,584.03 
Gross Profit on Side-line Sales 3,731.36 3,111.55 2,834.92 2,876.60 3,290.69 

Percentage of Total Gross Profit 65.3 61.9 61.0 50.5 50.0 
Percentage of Total Expenses 53.9 49.5 49.3 51.4 54.8 

Gross Profit on Wheat Sales 1,038.81 1,339.12 1,246.88 1,976.78 2,095.51 
Percentage of Total Gross Profit 18.2 26.7 26.8 34.7 31.8 

Gross Profit on Other Grain Sales 928.11 573.86 564.10 839.07 1,197.82 
Percentage of Total Gross Profit 16.2 11.4 12.1 14.7 18.2 

Salaries and Wages -- 3,236.24 2,806.79 2,587.63 2,657.75 
Percentage of Total Expenses -- 50.8 48.2 46.3 44.3 
Percentage of Gross Sales -- 6.3 6.4 4.1 2.7 

Total Expenses 6,925.88 6,285.15 5,751.89 5,594.89 6,003.64 
Net Profit or Loss on Operations - 1,210.94 1,260.62 - 1,105.99 + 97.56 + 580.38 
Other Income + 661.12 + 681.62 4. 626.17 + 434.90 -11- 562.80 
Total Net Income or Loss 549.82 579.00 489.82 + 542.46 +1,143.18 

Cents Cents Cents Cents Cents 

Margin per Dollar of Gross Sales 6.21 8.29 10.28 9.03 6.69 
Margin per Dollar of Side-line Sales 8.12 9.43 10.82 11.17 9.65 
Margin per Dollar of Wheat Sales 3.83 7.20 8.75 7.36 5.08 
Mar7in per Dollar of Other Grain 

Sales 4.89 6.36 11.96 8.06 5.19 
Margin per Bushel of Grain Handled . 3.60 3.23 4.00 4.53 4.48 
Net Profit or Loss on Operations per 

Dollar of Gross Sales - 1.31 . 2.08 - 2.45 .15 + .59 
Total Net Income or Loss per Dollar 

of Gross gales - .60 - .96 - 1.08 .86 4-1.16 

Bushels Bushels Bushels :_udnels Bushels 

Bushels of Grain Handled 58,522 66,006 42,227 62,135 73,579 
Average Capacity of Elevator 15,304 15,634 14,386 16,326 16,326 
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are mentioned in the following discussion. 

The southwestern Kansas elevators handled a much 

larger volume of business and it followed a somewhat dif- 

ferent trend during the 1930-1934 period. Gross sales of 

the southern elevators averaged t310,646 or elevator in 

1930; they declined to t99,095 in 1933 and increased to 

4155,964 in 1934. Gross sales of the eastern elevators 

averaged 02,092 in 1930; they declined to t45,174 in 1932 

and increased. to 08,390 by 1934. Crop failures in south- 

western Kansas accounted for the severe decline in gross 

sales while in eastern Kansas the volume of grain handled 

in 1934 exceeded that of any other year studied. 

A noticeable feature was the fact that the value of 

side-line sales per elevator was approximately the same 

each year for both sections of the state, but they were re- 

sponsible for a much larger portion of the eastern Kansas 

elevators' business. Side-line sales constituted 15 or 16 

per cent of gross sales in 1930 and 1931, and 20 to 25 per 

cent of gross sales during the 1932-1934 period in the 

southwestern Kansas elevators. They fluctuated from 50 to 

58 per cent of gross sales during 1930-1932 in eastern Kan- 

sas and were 35 to 40 per cent of gross sales in 1933 and 

1934. 

ijargins per dollar of side-line sales were consider- 

ably larcer in southwestern Kansas than in eastern Kansas. 
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In southwestern Kansas they declined from 22 cents per dol- 

lar in 1930 to 13 cents per dollar in 1934, while those of 

the eastern Kansas elevators were quite uniform each year, 

averaginT! 8 to 11 cents per dollar during the five-year 

period. 

Gross profits on side lines varied from 45 to 55 per 

cent of the total gross profits of southwestern elevators 

and from 50 to 65 per cent of the total gross profits of 

eastern elevators. Eowever, these profits on side lines 

were sufficient to cover a greater proportion of the total 

expenses of the elevators in the southwestern district than 

of those in eastern Kansas. They were equal to 60-65 per 

cent of the eastern Kansas elevators' expenses from 1930- 

1932 and to approximately 50 per cent of them in 1933 and 

1934. A comparison showed that gross profits on side lines 

were equal to 83 and 65 per cent of total expenses of south- 

western elevators in 1930 and 1931, respectively, and to 

about 53 per cent of them during the period, 1932-1934. 

Expenses were somewhat larger for the southwestern 

elevators due to larger volume of sales and larger houses. 

The capacities of the individual elevators included in this 

study are shown in Table 3. The median of the eastern ele- 

vators was 10,000 bushels as compared to 20,000 bushels 

capacity for the southwestern elevators. 

Net profits on operations followed an opposite trend 
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Table 3.- Kansas Cooperative Elevators 
Arrayed on the Basis of Capacity, 1934. 

Capacity 
(Bushels) 

Elevator 
Number 

Capacity 
(Bushels) 

Elevator 
Number 

Southwestern Kansas Elevators 

10,000 47 23,000 34 
10,000 32 23,500 1 
15,000 33 25,000 2 
15,000 15 25,000 31 
15,000 11 27,000 37 
15,000 10 30,000 12 
15,000 9 31,000 28 
16,000 4 
17,000 27 50,000 20 
17,000 22 65,000 26 
17,000 7 85,000 13 
18,000 6 97,000 46 
18,000 35 100,000 16 
19,000 36 152,500 42 
20,000 14 237,000 43 
20,000 25 300,000 23 
20,000 48 

Eastern Kansas Elevators 

X2,000 119 15,000 109 
3,000 125 15,000 114 
4,000 114 15,000 113 
5,000 55 16,000 57 
8,000 83 19,500 56 
9,000 63 20,000 70 

10,000 110 20,000 118 
10,000 64 20,000 116 
10,000 136 25,000 68 
10,000 129 26,000 126 
10,000 123 30,000 87 
10,000 122 65,000 111 

* No elevator, only a track loader and two bins. 
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in the two sections of the state. They declined from an 

average of ;e7e384 per elevator in southwestern Kansas in 

1930 to 648 per elevator in 1934, while in eastern Kansas, 

the elevators had an average loss of e1,200 per elevator 

from 1930-1932 and then realized profits of e97 in 1933 and 

580 per elevator in 1934. 

Other grains constituted a much larger part of the 

business of tee eastern associations and margins per dollar 

on both wheat and other grain were more than those obtained 

by the southwestern elevators. 

Side-line sales were never more than one-fourth of the 

business of the southwestern elevators, and gross profits 

on side lines usually equaled about one-half of the total 

gross erofite. If one-fourth of the total expenses -mere 

charged to side line, the net profit from side lines would 

greatly exceed that realized from grain. Apparently they 

were responsible for a substantial part of the net profit 

of these southwestern associations since they were usually 

such a wall portion of gross sales, and yet, furnished 

such a large percentage of the income available to apply on 

total expenses. Side lines constituted approximately one- 

half the eastern elevators' business bat furnisbed only 

about one-half the total gross profits. 

While it seems reasonable to conclude by the yearly 

averages presented in this section of the study that a 



25 

larger per cent of the total net profits came from side 

lines in the southwestern elevators than in the eastern 

group, yet, side lines were of even greater importance to 

the eastern elevators. Side lines were usually responsible 

for about one-half of their total business, while in the 

southwestern region a larger volume of grain was generally 

available each year so that the same volume of side lines 

did not constitute more than one-fourth of the total busi- 

ness. It is apparent that the eastern elevators are de- 

pendent on side lines if a sufficient volume of sales is 

to be obtained to insure efficient and profitable operation 

or to permit them to even remain active organizations in 

short crop years. It appears that the southwestern ele- 

vators would have a much better chance of adjusting their 

operations so that profitable results might be obtained If 

no more side lines were handled than is possible b7 the 

eastern associations. 
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AN ANALYSIS OF SIDELINE SALES AND GROSS PROFITS 

Southwestern Kansas Cooperative Elevators 

Side-line sales were analyzed, first, to determine the 

various commodities constituting the side-line business, 

and the value and percentage each item was of total side- 

line sales; second., to determine the relative profitable- 

ness of each commodity by calculating its gross margin per 

dollar of sales and the percentage that gross profits from 

each item were of total side-line gross profits; and third, 

to determine the trends in the percentage that sales of 

each commodity were of gross sales, and the margins per dol- 

lar of each side-line commodity. 

In Table 4 the average dollar sales or percentage of 

each commodity is the average for those elevators actually 

handling or itemizing that particular item. The same 

method applies to the gross profits of the commodities. 

For instance, in 1931 oil product sales of 17 elevators 

averaged e30,429 and in 1932 they averaged e26,235 for 20 

elevators. The same number of elevators apply to the 

charts represented by Figures 2 and 3. 

Lata of a detailed nature were available for the four- 

year period 1931 to 1934. However, in 1931, side lines 



Table 4.--Analysis of Side-line Sales and Gross Profits of Southwestern Kansas Cooperative Elevators* 
Data from 32 Identical Elevators, 1931-1934. 

CROP YEAR 
1931 1932 1933 1934 

Coal: 

Dollars Per Cent Dollars Per Cent Dollars Per Cent Dollars i Per Cent 

-"fetal Sales 7,217.65 5,172.04 4,529.66 4,828.68 
Percentage of Total Side-line Sales 21.0 18.8 17.5 15.2 
Gross Profit on Coal Sales 806.26 458.80 502.05 510.11 
Percentage of Gross Profit on Side Lines . 9.9 9.2 11.5 12.7 
Number of Elevators Handling Coal (26) (29) (31) (31 ) 

Merchandise: 
Total Sales 7,665.89 6,120.56 7,569.33 13,565.72 
Percentage of Total Side-line Sales 21.1 20.9 28.1 38.9 
Gross Profit on Merchandise Sales 761.50 658.93 738.11 880.78 
Percentage of Gross Profit on Side Lines . 9.2 12.7 16.2 20.2 
Number of Elevators Handling Merchandise (18) (18) (22) (22) 

Feed: 
--Total Sales 10,980.56 7,808.82 7,391.76 10,439.75 

Percentage of Total Side-line Sales 21.4 27.2 17.6 22.0 
Gross Profit on Feed Sale6 1,430.60 904.91 837.13 827.76 
Percentage of Gross Profit on Side Lines . 10.9 21.6 11.7 13.9 
Number of Elevators Itemizing Feed (4) (7) (6) (4) 

Oil Products: 
Total Sales 30,429.17 26,235.23 19,906.60 19,851.73 
Percentage of Total Side-line Sales 63.2 70.4 60.6 49.7 
Gross Profit on Oil Product Sales 10,094.47 6,118.60 4,348.47 3,716.41 
Percentage of Gross Profit on Side Lines . 82.0 85.3 74.5 68.8 
Number of Elevators Handling Oil Products (17) (20) (22) (22) 

Oil Products Itemized: 
Gasoline Sales 14,761.57 17,647.06 10,755.27 13,959.13 
Percentage of Total Oil Product Sales 68.4 82.4 67.0 75.8 
Gross Profit on Gasoline Sales 5,281.57 4,232.92 2,606.02 3,070.36 
Percentage of Gross Profit on Oil Products 72.8 81.7 65.2 73.5 
Number Itemizing Gasoline Sales (6) (10) (7) (9) 

Kerosene Sales 2,282.50 1,429.03 1,179.61 1,396.37 
Percentage of Total Oil Product Sales 10.0 7.9 7.4 8.3 
Gross Profit on Kerosene Sales 849.26 489.13 482.64 389.83 
Percentage of Gross Profit on Oil Products 11.1 12.7 12.1 16.0 
Number Itemizim:, Kerosene Sales (4) (5) (7) (7) 
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CROP YEAR 
1931 1932 1933 1934 

Distillate Sales 

Dollars Per Cent Dollars Per Cent Dollars Per Cent Dollars Per Cent 

1,737.55 

558.43 

(3) 

6.9 

6.1 

1,401.90 

443.20 

(3) 

9.7 

16.4 

967.82 

306.92 

(6) 

6.7 

8.7 

943.95 

240.03 

(5) 

14.4 

13.7 

Percentage of Total Oil Product Sales 
Gross Profit on Distillate Sales 
Percentage of Gross Profit on Oil Products 
Number Itemizing Distillate Sales 

Oil and Grease Sales 4,424.07 4,385.09 3,287.25 3,645.38 
Percentage of Total Oil Product Sales 20.5 20.9 20.5 21.7 
Gross Profit on Oil and Grease Sales 1,134.68 955.97 646.46 865.33 
Percentage of Gross Profit on Oil Products 15.6 18.2 16.2 26.0 
Number Itemizing Oil and Grease Sales (6) (6) (7) (7) 

Accessories: 
Total Sales 372.88 498.97 
Percentage of Side-line Sales IMO OW a Ili 2.0 2.5 
Gross Profit on Accessory Sales 40.46 39.58 
Percentage of Gross Profit on Side Lines ow OW OM ell, 1.1 1.1 
Number of Elevators Handling Accessories (0) (0) (3) (3) 

Miscellaneous Side Lines: 
Total Sales 520.52 329.91 151.50 7,142.83 
Percentage of Total Side-line Sales 3.0 1.4 2.5 11.7 
Gross Profit on Miscellaneous Side Lines 96.30 21.57 66.05 312.48 
Percentage of Gross Profit on Side Lines 2.6 .4 12.8 5.5 
Number of Elevators Handling Miscellaneous 

Side Lines (4) (3) (1) (2) 

Total Side Lines: 
Total Sales 34,089.42 27,638.65 25,426.36 31,172.68 
Percentage of Gross Sales 15.4 22.7 25.7 20.3 
Gross Profit on Total Side-line Sales 8,113.93 5,036.51 4,276.85 3,955.81 
Percentage of Gross Profit on Gross Sales 46.4 45.6 52.0 48.1 
Number of Elevators Handling Side Lines (27) (31) (32) (32) 

* The total sales, gross profits, and percentages, are the averages of those elevators 
actually handling or itemizing those commodities. 
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Table 5.- Margins Per Dollar of Side.-line Commodity 
Sales of Southwestern Kansas Cooperative Elevators 

Data From 32 Elevators, 1931-1934. 

Crop Year 
1931 1932 1933 1934 

Cents Cents Cents Cents 

Coal Sales 11.17 8.87 11.08 10.56 

Merchandise Sales 9.93 10.77 9.75 6.49 

Feed Sales 13.03 11.59 11.33 7.93 

Oil Product Sales 33.17 23.32 21.83 18.72 

Gasoline Sales 35.78 23.99 24.23 22.00 

Kerosene Sales 37.21 34.23 40.92 27.92 

Distillate Sales 32.14 31.53 31.71 25.43 

Oil and Grease Sales 25.65 21.80 19.67 23.94 

Accessory Sales .. 10.85 7.92 

Implement Sales 21.27 13.48 18.25 13.02 

Miscellaneous Side-line 
Sales 18.50 6.54 43.60 4.37 

Total Side-line Sales 23.80 18.22 16.82 12.69 
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were iteeized In detail for only 27 of the 32 elevators and 

In 1t-32 for 31 of the 32 elevators. The 1933 and 1934 rec- 

ords were complete for all the elevators. 

Coal was the conee)dIty handled by most of the organi- 

zations. in 1eZ1 tere were 26 of the 27 elevators hand- 

ling ceal; In 1932, 29 of the 31; and in 1033 and 1934, 31 

of the 32 elevators handled coal. 

011 and merchandise were about equal as far as the num- 

ber of aseeelatione handling each were concerned. ):f the 

27 elevators itemizing side lines in 1931, there were 13 

handling oil and 17 merchandise; of 31 elevators in 1932, 

10 handled merchanse and 20 handled oil; and In both 1933 

and 1934, 22 of the 32 elevators handled oil and iierchan- 

dise. 

Feed sales were Itsellzed aoparately from merchandise 

sales be only four elevators in iee31; 7 in 1032; 6 in 1933; 

and 7 In 1334. Luring most of the above years about as 

many elevators handled feed as merchandise, but the vajority 

did not separate the two commodities on their profit and 

lose stateeents. 

Three elevators handled accessories in connection with 

oil in 133 and 1934, and two associations handled irele- 

ments in all four years. From one to four elevators listed 

other miscellaneous items during the 1931-1934 period. 

Coal sales declined from 21 per cent of total side-line 
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sales to 15 per cent during the four-year period, 1931- 

l93. :firgins or gross profits per dollar of coal sales 

averaged between 10 and 11 cents on the dollar except in 

1932 when they were 8.9 cents per dollar, Table 5. How- 

ever, the relative profitableness of coal as compared to 

other commodities improved. Gross profits from coal were 

equal to 10 per cent of total side-line gross profits in 

1951, while in 1034 they constituted 13 per cent of the 

total side-line gross profits. 

General merchandise sales in the southwestern Xansas 

elevators consisted principally of feeds, flour, seeds, 

twine, salt, wire, repairs, and various miscellaneous 

items. The value of merchandise averaged somewhat more 

than coal sales as shown by Figure 2. Sales of merchandise 

ranged fro .70666 to per elevator from 1931 to 

10330 but in 1934 they increased to 13,666 per elevator. 

This increase consisted mainly of fee 5 and hay sales as a 

result of the feed crop failure in that territory. Sales 

of merchandia7, in 1934 constituted 39 per cent of total 

side lines as compared to 28 per cent in 1933 and approxi- 

mately 21 per cent in 1931 and 1932. i4erchandise gross 

profits made up 9 per cent of total side-line gross profits 

in 1931; 13 per cent in 1932; 16 per cent in 1933; and 20 

per cent in 1934. lifargins per dollar of sales ranged from 

9.8 cents to 10.8 cents per dollar during 1931-1953, and 
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dropped to 6.5 cents in 1034. This accounted for the 

smaller irerease in the percentage of gross profits. It 

indicates the strong, competition on the feed and merchan- 

dise sales existing during that year. An unusual situation 

causing narrow margins on these sales was the policy of the 

elevators to handle a large amount of the feed handled for 

relief agencies at as near cost as possible. 

Associations listing feed separately handled slightly 

more than 47,000 of feed sales per elevator in 1932 and 1933 

and slightly more than 0.0s000 in 1931 and 1934. This 

ranged from 17 to 27 per cent of total side lines, and 

gross profits on feed ranged from 10 to 21 per cent of 

total side-line gross profits. Mareins declined from 13.0 

cents on the dollar in 1931 to 7.9 cents in 1934. 

The most important type of side lines han1160 by two- 

thirds of these elevators was oil products. Then consti- 

tuted 63 per cent of total side-line sales in 1931; 70 per 

cent in 1932; 61 per cent in 1933; and 50 per cent in 1934. 

However, the value of oil products the last two years was 

approximately the same -- averaging e19,916 and 19,852 per 

elevator in 1933 and 1934, respectively. The lower percen- 

tage was due to the increase in merchandise sales. The 

relative profitableness of oil products as a type of side- 

line business during the 1931-1934 period declined con- 

siderably. This was due not only to a decline in percen- 
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tage of sales but also to a marke0, decrease in margins from 

33.2 cents to 23.3 cents per dollar from 1931 to 1932. They 

remained about steady in 1933 and then declines again in 

1934 to 18.7 cents por 6ollar of oil, product sales. Conse- 

quently, gross profits from oil fell from 85 per cent to 69 

oer cent of total side-line cross eroflts during this four- 

year eeriod. 

A small number of organizations itemized their oil 

product sales in detail. These data show that gasoline con- 

stituted to-thirds to teree-fourths of the total oil prod- 

uct sales, anl mar7ins on gasoline were similar to the total 

margins on side lines in both amount and tren,I each year. 

Kerosene sales were less than 10 per cent of total oil 

project sales and :terosene cross profits less than 15 per 

cent of the total each year. tj!arvins were quite high, rang- 

ing from 34 to 41 cents on the dollar from 1931 to 1933, 

but dropped to 27.9 cents in 1924. 

Listillate sales an gross profits usually averaged 

less than 10 per cent of total side-line sales and side-line 

gross profits during the four-year period. 'argins on dis- 

tillate sales averaged approximately 31 cents on the dollar 

from 1931 to 1933, but narrowed to 25.4 cents in 1934. 

ell and grease sales uniformly averaged around 21 per 

cent of total oil products each year, and their cross 

profits ranged fro r 15 to Id per cent of the total gross 
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profits on oil products. Margins on oil and grease de- 

clined from 25.6 to 19.7 cents on the dollar from 1931 to 

1933, and worked up to 23.9 cents again by 1934. 

Since these records were available from only a few 

elevators, these are not sufficient data from which to draw 

conclusions or set up desirable standards for margins on 

different oil products. These data were included for what 

they may be worth. as indications of the margins and the per- 

centages of different types of oil products which constituted 

total oil product sales. 

Accessory sales were of minor importance, and imple- 

ments usually were responsible for 15 to 20 per cent of the 

total side-line sales and gross profits for the two eleva- 

tors handling them. Margins obtained on implements varied 

from 13 to 21 cents per dollar. Miscellaneous items also 

were of minor importance and varied greatly each year. 

Figure 3 presents the margins on total side-line sales 

and also those on each of the main commodities. The drop in 

total margins from 1931 to 1933 was due mainly to the nar- 

rowing of margins on oil products. The decline in 1934 was 

due to a lowering of oil, feeds, and merchandise margins. 

Coal margins remained the most steady throughout the four- 

year period. 

Data were not available to determine the expenses of 

handling each item of side lines and hence the net profit 
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per dollar of each commodity. 

From the standpoint of relative profitableness, oil 

products appear to be first. While more expenses were in- 

volved in the handling of oil products than for other com- 

modities, yet, the margins and volume of this side line 

greatly exceeded those of other side lines. However, in 

many cases the gross profits on coal and feed were partly 

net profit since expenses of handling them were often in- 

cluded in cost of sales. 

A Comparison of Southwestern Kansas Cooperative Ele- 

vators Handlin. Oil Products with Those Not handlin Oil 

oducts as ide Line. A separate analysis of those ele- 

vators with and without oil products as a side line was in- 

cluded in Tables 6 and 7. The average net profit or loss 

per elevator for each was as follows: 

: Net Profit or Loss of 

Year 
:Net Profit of Elevators : 
:handling Oil Products 

Elevators Not Handling 
Oil Products 

1931 48,050 441,963 
1932 2,367 -2,426 
1933 606 - 343 
1934 1,084 - 311 

These data show distinctly more profitable results for 

the elevators handling oil products. Some of the main dif- 

ferences in favor of this group were: (1) Gross sales were 



Table 6.- -Financial Operations of Southwestern Kansas Cooperative Elevators 
Handling Oil Products, 1931-1934. 

Crop Year 
1931 1932 1933 1934 

Number of Elevators Handling Oil Products 

Gross Sales 
Gross Profit on Gross Sales 
Side-line Sales 
Gross Profit on Side-line Sales 
Wheat Sales 
Gross Profit on Wheat Sales 
Total Expenses .... 
Net Profit on Operations 

(17) 
Dollars 

(20) 
Dollars 

(22) 
Dollars 

(22) 
Dollars 

256,862.97 
22,761.47 
48,171.54 
12,310.95 

206,783.48 
10,256.21 
14,711.39 
8,050.09 

Per Cent 

143,744.49 
14,864.53 
38,164.23 
7,352.06 

104,150.14 
7,248.85 
12,497.83 
2,366.70 

Per Cent 

101,419.80 
9,772.56 
32,882.75 
5,834.52 
69,704.68 
3,698.36 
9,212.09 
605.92 

Per Cent 

165,505.50 
9,777.33 
39,320.76 
5,333.69 

120,606.80 
3,878.38 
8,693.84 
1,083.50 

Per Cent 

Side-line Sales in Percentage of Gross Sales 18.8 26.6 32.4 23.8 
Side-line Gross Profit in Percentage of Total 

Gross Profit 54.1 49.5 59.7 54.6 
Side-line Gross Profit in Percentage of Total 

Expenses 83.7 58.8 63.3 61.4 
Oil Products in Percentage of Total Side-line 

Sales 63.2 70.4 60.6 49.7 
Gross Profit on Oil Products in Percentage of 

Total Side-line Gross Profit 82.0 85.3 74.5 68.8 

Cents Cents Cents Cents 

Margin Per Dollar of Gross Sales 8.86 10.34 9.64 5.91 
Margin Per Dollar of Side-line Sales 25.56 19.26 17.74 13.56 
Margin Per Dollar of Wheat Sales 4.96 6.96 5.31 3.22 
Margin Per Bushel of Grain Handled 2.27 2.70 3.61 2.89 
Net Profit on Operations Per Dollar of Sales 3.13 1.65 .60 .65 



Table 7.- Financial Operations of Southwestern Kansas Cooperative Elevators 
Not Handling Oil Products, 1931-1934. 

Number of Elevators Not Handling Oil Products.. 

Gross Sales 
Gross Profit on Gross Sales 
Side-line Sales 
Gross Profit on Side-line Sales 
Wheat Sales 
Gross Profit on Wheat Sale., 
Total Expenses 
Net Profit or Loss on Operations 

... 

Side-line Sales 
Side-line Gross 

Gross Profit 
Side-line Gross 

Exoenses 

in Percentage of Gross Sales .. 

Profit in Percentage of Total 

Profit in Percentage of Total 

Margin Per Dollar of Gross Sales 
Margin Per Dollar of Side-line Sales 
Margin Per Dollar of Wheat Sales 
Margin Per Bushel of Grain Handled 
Net Profit or Loss on Operations Per Dollar of 

Sales 

Crop Year 
1931 1932 1933 1934 

(15) 

Dollars 

(12) 

Dollars 

(10) 

Dollars 

(10) 

Dollars 

168,702.49 
10,880.12 
17,494.49 
2,848.00 

147,768.74 
7,859.26 
8,917.00 
1,963.13 

Per Cent 

83,136.29 
4,464.77 
9,326.88 
1,056.26 

70,471.83 
3,116.96 
6,890.77 

-2,426.00 

Per Cent 

82,982.36 
4,807.33 
9,022.32 

849.95 
66,773.02 
3,415.56 
5,150.24 

-- 342.92 

Per Cent 

128,515.17 
4,830.02 
13,246.89 

924.49 
106,990.32 

3,445.02 
5,141.32 
311.30 

Per Cent 

10.4 

26.2 

31.9 

Cents 

11.2 

23.7 

15.3 

Cents 

10.9 

17.7 

16.5 

Cents 

10.3 

19,1 

18.0 

Cents 

6.45 5.37 5.79 3.76 
16.28 11.32 9.42 6.98 
5.32 4.42 5.12 3.22 
2.27 1.73 3.66 2.96 

-1.16 -2.92 .41 - .24 

ca 
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about 25 per cent larger; (2) targins on gross sales and 

net profits per dollar of sales were materially higher; 

(3) Side-line sales were 2 to 3 times larger; (4) Margins 

per dollar of side-line sales were almost twice those when 

oil products were a part of side lines; (5) Total expenses 

were materially larger when oil products were handled, but 

gross profits on gross sales increased at a much faster 

rate than the expenses. 

A further analysis of the largest-profit elevators 

which handled oil showed that their oil product sales were 

twice those of the lowest-profit group handling oil, and 

their margins on oil products were 4-5 cents more per dollar 

of sales. 

Eastern Kansas Cooperative Elevators 

The same method was used in analyzing side lines of the 

elevators in eastern _Kansas as in the southwestern district, 

Tables 1-3 and 9. Averar-e sales, gross profits, and percen- 

tages refer to those elevators actually handling that par- 

ticular commodity. 

Data of a detailed nature were available on these ele- 

vators for only the three-year period, 1932-1934. Side 

lines were itemized for the total 24 elevators all three 

years. 

Coal and merchandise were the commodities handled by 



Table 8.--Analysis of Side-line Sales and Gross Profits of Eastern Kansas Cooperative Elevators* 
Data From 24 Identical Elevators, 1932-1934. 

CROP YEAR 
1932 1933 1934 

Coal: 
--Total Sales 

Dollars Per Cent Dollars Per Cent Dollars Per Cent 

2,646.73 1,971.35 1,836.03 
Percentage of Total Side -line Sales 10.4 8.9 6.5 
Gross Profit on Coal Sales 409.28 270.00 225.69 
Percentage of Gross Profit on Side Lines . 16.8 12.5 9.2 
Number of Elevators Handling Coal (16) (19) (20) 

Merchandise: 
Total Stiles 12,811.83 10,553.02 14,813.68 
Percentage of Total Side-line Sales 40.5 37.8 43.6 
Gross Profit on Verchandise Sales 1,498.02 1,325.31 1,353.13 
Percentage of Gross Profit on Side Lines 43.8 43.3 4'7.5 
Number of Elevators Handling Merchandise . (17) (20) (22) 

Feed: 
--Total Sales 3,780.49 4,169.39 7,792.72 

Percentage of Total Side-line Sales 11.6 12.5 18.8 
Gross Profit on Feed Sales 330.95 422.66 641.12 
Percentage of Gross Profit on Side Lines . 11.0 14.0 19.0 
Number of Elevators Itemi,,fing Feed (12) (11) (12) 

Twine: 
Total Sales 781.93 504.11 652.95 
Percentage of Total Side-line Sales 4.9 3.6 3.5 
Gross Profit on Twine Sales 54.39 57.23 65.03 
Percentage of Gross Profit on Side Lines . 3.4 3.9 4.2 
Number of Elevators Handling Twine (7) (8) (8) 

Produce: 
Total Sales 10,538.59 14,660.63 21,108.19 
Percentage of Total Side-line Sales 28.3 27.0 31.4 
Gross Profit on Produce Sales 721.60 934.20 1,312.55 
Percentage of Gross Profit of Side Lines . 21.5 18.1 22.7 
Number of Elevators Handling Produce (7) (8) (8) 

Oil Products: 
Total Sales 23,508.18 19,795.50 15,745.09 
Percentage of Total Side-line Sales 51.2 49.2 38.8 
Gross Profit on Oil Product Sales 3,425.65 3,384.62 2,052.91 
Percentage of Gross Profit on Side Lines . 60.1 56.1 42.6 
Number of Elevators Handling Oil Products (5) (5) (7) 



CROP YEAR 
1932 1933 1934 

Oil Products Itemized: 
Gasoline Sales 
Percentage of Total Oil Product Sales 
Gross Profit on Gasoline Sales 
Percentage of Gross Profit on Oil Products 
Number Itemizing Gasoline Sales 

Kerosene Sales 
Percentage of Total Oil Product Sales 
Gross Profit on Kerosene Sales 
Percentage of Gross Profit on Oil Products 
Number Itemizing Kerosene Sales 

Distillate Sales 
Percentage of Total Oil Product Sales 
Gross Profit on Distillate Sales 
Percentage of Gross Profit on Oil Products 
Number Itemizing Distillate Sales 

Oil and Grease Sales 
iercentage of Total Oil Product Sales 
Gross Profit on Oil and Grease Sales 
Percentage of Gross Profit on Oil Products 
Number Itemizing Oil and Grease Sales 

Accessories: 
Total Sales 
Percentage of Total Side-line Sales 
Gross Profit on Accessory Sales 
Percentage of Gross Profit on Side Lines 
Number of Elevators Handling Accessories . 

Implements: 
Total Sales 
Percentage of Total Side-line Sales 
Gross Profit on Implement Sales 
Percentage of Gross Profit on Side Lines 
Number of Elevators Handling Implements 

Dollars 1 Per Cent 

17,820.35 

1,918.73 

(3) 

2,040.18 

475.04 

(3) 

433.50 

122.31 

(2) 

6,523.84 

1,114.15 

(4) 

(o) 

8,074.65 

552.33 

(3) 

61.9 

48.5 

7.1 

12.0 

1.2 

2.7 

30.2 

37.5 

12.2 

9.1 

Dollars 

12,298.60 

2,047.95 

(3) 

1,887.26 

493.69 

(3) 

723.20 

185.44 

(2) 

2,035.82 

454.76 

(3) 

1,796.53 

157.94 

(1) 

7,956.53 

827.25 

(5) 

Per Cent 

51.7 

50.4 

7.9 

12.1 

2.5 

3.9 

8.6 

11.2 

2.3 

1.3 

14.2 

15.9 

Dollars 

9,170.92 

942.27 

(5) 

1,789.98 

289.38 

(3) 

1,036.18 

165.61 

(2) 

1,647.59 

272.28 

(4 ) 

5,331.47 

969.20 

(1) 

12,772.36 

1,644.00 

(4 ) 

Per Cent 

76.8 

65.5 

9.3 

13.2 

4.8 

7.2 

11.4 

16.C) 

5.1 

7.7 

20.1 

27.8 



Table 8. Conit.) 43 

CROP YEAR 
1932 1933 1 1934 

Dollars Per Cent Dollars Per Cent Dollars Per Cent 

Lumber: 
657.64 499.77 740.35 "--/raTal Sales 

Percentage of Total Side-line Sales 4.8 3.2 4.4 
Gross Profit on Lumber Sales 115.22 102.34 83.66 
Percentage of Gross Profit on Side Lines . 11.8 6.3 3.7 
Number of Elevators Handling Lumber (2) (2) (2) 

Livestock: 
Total Sales 19,752.11 39,323.24 18,679.12 
Percentage of Total Side-line Sales 29.0 27.4 13.7 
Gross Profit on Livestock Sales . 534.85 985.35 212.94 
Per of Gross Profit on Side Lines . 8.1 8.5 1.6 
Number of Elevators Handling Livestock (3) (1) (2) 

Miscellaneous Side Lines: 
1,627.93 1,305.83 2,091.06 --iraiingrtra 

Percentswe of. Total Side-line Sales 3.8 2.8 4.4 
Gross Profit on Miscellaneous Side Lines . 191.79 153.06 205.26 
Percentage of Gross Profit on Side Lines . 4.9 4.1 5.5 
Number of Elevatars Handling Miscellaneous 

Side Lines (6) (5) (6) 

Total Side Lines: 
Total Sales . 26,200.52 25,753.39 34,086.38 
Percentage of Gross Sales 58.0 40.9 34.6 
Gross Profit on Total Side-line Sales 2,834.92 2,876.60 3,290.69 
Percentage of Gross Profit on Gross Sales 61.0 50.5 50.0 
Number of Elevators Handling Side Lines (24) (24) (24) 

* The total sales, gross profits, and percentages, are the averages of those 
elevators actually handling or itemizing those commodities. 
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Table 9.- Margins Per Dollar of Side-line Commodity 

Sales of Eastern Kansas Cooperative Elevators 
Data From 24 Elevators, 1932-1934. 

Croy Year 

1932 1933 1934 

Cents Cents Cents 
Coal Sales *ft 15.46 13.70 12.29 

Merchandise Sales 11.69 12.56 10.36 

Feed Sales ....... ,....... 8.75 10.14 8.23 

Oil Product Sales 14.57 17.10 13.04 

Gasoline Sales 10.77 16.56 10.27 

Kerosene Sales .. . ... . 23.28 26.16 16.17 

Distillate Sales 28.21 25.64 15.98 

Oil and Grease Sales 17.08 22.34 16.53 

Accessory Sales . 8.79 18.18 

Implement Sales .... 6.84 10.40 12.87 

Lumber Sales 17.52 20.48 11.30 

Livestock Sales ...... 2.71 2.51 1.14 

Twine Sales 6.96 11.35 9.96 

Produce Sales ...... . 6.85 6.37 6.22 

Miscellaneous Side-line 
Sales 11.78 11.72 9.82 

Total Side-line Sales 10.82 11.17 9.65 
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the greatest number of elevators, Table 8. The number 

handling coal increased from 16 elevators to 20 elevators 

and those handling merchandise from 17 elevators to 22 ele- 

vators during this three-year period. Feed sales were 

itemized separately from merchandise by 11 or 12 of the as- 

sociations each year from 1932 to 1934. fle of the dif- 

ferences' between this Froup of elevators and those in the 

soethwestern section was tee number handling oil products. 

In eastern Kansas only 5 elevators or 20 per cent sold oil 

products in 1932 and 1933 and by 1934 there were 7 of them 

handlinr this type of side line. 

in addition to a few elevators carrying accessories 

and implevents larger number of different commodities 

was handled in this section of tee state. ierchandise often 

included a rocer department, a Neat shop, or hardware, 

besies tee esual line of feeds, twine, salt, seedet re- 

pairs, and other miscellaneous items. Other items son:onees 

listed were a s follows: coal, feel, flour, twine, 111 erod- 

ects cane seed, sweet clover see, machieere hardware, 

leel")cr, erceluee, dry reeds, shoes, groceries, radies, 

stoves, meat, beef cattle, hogs, salt, stock remeflies, and 

otl'er misoellaneous aces. Ile or two other associations 

in this section of the state even handled caskets with quite 

profitable results. 

Coal sales declined from ar. average of 42,647 to 
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4,836 per elevator during the 1932-1934 period or from 10 

per cent to 7 per cent of the total side-line sales of those 

elevators handling coal, Table 8. Margins also declined 

from 15.5 cents to 12.3 cents per dollar of coal sales, 

Table 9. Both of these changes operated to lower the per 

cent of gross profits from coal sales and reduce the rela- 

tive profitableness of this type of commodity. 

Merchandise sales averaf-ed considerably larger for 

these elevators than for those in southwestern Kansas. 

They constituted from 41 to 44 per cent of the total side- 

line business during the three-year period, 1932-1934. 

Margins on merchandise varied from 12.6 to 10.4 cents per 

dollar, while those of the southwestern elevators declined 

materially in 1934. 

Feed sales averaged less .er elevator in this section 

of the state but showed an increase in 1934 similar to that 

of the southwestern elevators. They ranged. from 11 to 19 

per cent of total side-line sales and their gross profits 

were also 11 to 19 per cent of total gross profits on side 

lines. nargins on feed did not vary greatly -- they 

averaged 8 to 10 cents per dollar of sales each year of this 

study. 

Oil product sales declined from an average of .23,508 

per elevator or 51 per cent of side-line sales in 1932, to 

l5,745 per elevator or 39 per cent of the side-line 
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business in 1934. Margins averaged 14.6 cents in 1932; 

17.1 cents in 1933, and 13.0 cents per dollar in lC)34. The 

gross profits on oil products constituted 43 per cent of 

side-line gross profits in 1934 as compared to 60 per cent 

in 1932. It is noted by Table 9 that the margins on gaso- 

line sales were largely responsible for margins on total 

oil products being less than those for the oil products of 

the southwestern elevators. It appears that the relatively 

narrow margins which associations in eastern Kansas were 

able to realize on oil products was one of the principal 

causes for such a small number of elevators handling them 

as a side line. Perhaps more severe competition which pre- 

vented an adequate volume of oil sales, as well as suf- 

ficiently wide margins for profitable results, was another 

important factor in this section of the state. However, 

in most instances, the eastern elevators handlinE oil prod- 

ucts showed somewhat larger total net profits than those 

which did not handle oil products. 

Implements are often mentioned as a risky type of side 

line to handle, but the margins obtained on them by the ele- 

vators in this study seem to be in line with margins on 

other commodities. However, it would appear that somewhat 

wider margins should be obtained on implements than on many 

other types of side lines due to their slow turnover and the 

chances for a loss on inventories. 
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The narrow margins on livestock sales which ranged 

from 2.7 to 1.1 cents on the dollar, no doubt were largely 

net profits or margins rather than gross margins, since the 

costs of feed, labor, and handling of the livestock were 

usually included in the cost of sales. 

Produce sales were handled on a somewhat narrow margin 

of approximately 6 cents on the dollar, but no doubt some 

of the expenses were included in the cost of produce sales 

which would cause this margin to be at that level. Twine 

and lumber usually were not responsible for more than 4 or 

5 per cent of total side-line sales and gross profits. The 

bulk of the miscellaneous items were included under mer- 

chandise sales. 

THE EFFECT OF SIDE LINES ON NET OPERATING PROFITS 
OF ELEVATORS GROUPED ON THE BASIS OF SIDE-LINE 

SALES IN PERCENTAGE OF GROSS SALES 

Southwestern Kansas Cooperative Elevators 

General Relationshia. In discussing side-line sales 

and their relationship to the total business of the associ- 

ation, they are commonly expressed in percentages of the 

total or gross sales. The usual phraseology expresses them 

as being 10, 20, or 30 per cent or more of gross sales, or 

merely as one-fourth or one-third of the total business. 

Questions arising when discussing the importance of 
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the percentage of gross sales consisting of side-line sales 

usually are: (1) Does the net profit of the elevator in- 

crease with an increase in the volume or percentage of side- 

line business, and (2) Is there an optimum percentage of 

side-line sales which will return the most net profit to 

the organization? 

General relationship tables showed there were 96 of the 

160 yearly records or 60 per cent showing profits during the 

five-year period, 1930-1934. Of the 100 elevator records 

with 15 per cent or more of gross sales from side lines, 

there were 62 of them realizing, profits, or they had 3 

chances out of 5 for a profit. However, of the 60 which 

had less than 15 per cent side-line business, 57 per cent 

showed a profit. ane important fact noted was the decline 

each year since 1930 in the percentage of cases with a side- 

line business of 15 per cent or more of gross sales which 

had profits. During 1933 and 1934, only one-half or 

slightly less showed profits, as compared to 80 to 90 per 

cent of them in 1930 and 1931« 

Another variation was the small percentage of elevators 

realizing profits in 1932 and 1933, when side lines were 

less than 15 per cent of the business. 

There were 60 elevator records with side lines 20 per 

cent or more of the total business and 91 with less than 

20 per cent of the gross sales from side lines, Table 10. 
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Table 10.- Relation of Side-line Sales Equal to 20 
Per Cent or More of Gross Sales to 
Operating Profits of Southwestern Kansas 
Cooperative Elevators. 

160 Yearly Records -- 32 Elevators, 1930-1934 

Crop 
Year 

Elevators Elevators Per Cent 
Having a Having a Total Having a 
Profit Loss Profit 

Side line Sales 20 Per Cent or ore of Gross Sales 

1930 6 1 7 85.7 
1931 8 1 9 88.9 
1932 10 7 17 58.8 
1933 10 11 21 47.6 
1934 5 10 15 33.3 

Total 39 30 69 56.5 

Side -line Sales Less Than 20 Per Cent of Gross Sales 

1930 19 6 25 76.0 
1931 19 4 23 82.6 
1932 4 11 15 26.7 
1933 4 7 11 36.4 
1934 11 6 17 64.7 

Total 57 34 91 62.6 

Grand 
Total 96 64 160 60.0 
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Using this basis, there seemed to be less association be- 

tween the number of records with profits than when 15 per 

cent side-line sales was used. There were 57 per cent of 

the elevator records showing 20 per cent or more side-line 

business with profits, or they had slightly better than a 

50-50 chance of showing a profit. In 1934, only one out of 

three showed a profit. however, 63 per cent of all the 

elevator records having less than 20 per cent of their 

gross sales from side-line sales realized profits. 

From these tables, it appears that as side-line sales 

increased in percentage of gross sales, there was less like- 

lihood of the elevator realizing a profit. Those handling 

more than 15 per cent side lines had about 62 chances out 

of 100 to make a profit while those having more than 20 per 

cent side lines bad 57 chances out of 100 for a profit. 

The Effect of side Lines on Qperatthg Profits as 

Shown b Ouartile Averaes for the Period 1930-1934. The 

method of studying side-line sales in percentage of gross 

sales in detail was to group the data of the 32 elevators 

into quartiles each year. The first quartile contains those 

elevators with the lowest percentage of side-line sales and 

each succeeding quartile has a higher percentage of side 

lines. 

The distribution of elevators by elevator numbers in 



the quartiles each year is shown in Table 11. There was a 

high percentage of the same elevators occurring in each 

designated quartile each year. The first quartile shows the 

highest percentage of constancy. In most cases the shifting 

of elevators was from one quartile to the adjacent one 

rather than an extreme shifting. That is, few elevators 

shifted from the first or second quartile to the fourth 

quartile each year. 

The five-year averaces of various items of financial 

operation by quartiles is shown by Table 12. 

The average percentage that side-line sales were of 

gross sales and the corresponding average net profit on 

operations per elevator for the 1930-1934 period by quar- 

tiles was as follows: 

Quartile 

iirst 
Second 
Third 
Fourth 

:Percentage Side Lines : 

:were of Gross Sales : Average Net Profit 

5.2 
14.7 
21.1 
30.5 

794 
1,890 
4,152 
4,449 

The data show there was a marked increase in profits 

with an increase in the percentage that side lines were of 

gross sales, especially from 5.2 to 14.7 per cent side lines 

and from 14.7 per cent to 21.1 per cent side lines. The 

average profits were the highest for the elevators with the 



55 

Table 11.- Distribution in Quartiles of South- 
western Kansas Cooperative Elevators 
Grouped on the Basis of Side-line Sales 
in Percentage of Gross Sales. 

Crop 
Year Elevator Numbers 

First quartile 

1930 31 1 27 32 16 36 43** 2 
1931 31 1 27 32 16 36 43 6* 
1932 31 1 27 32 16 36 37 2 
1933 31 1 27 32 46* 36 37 2 
1934 31 1 27 32 9* 36 37 2 

Second Quartile 

1930 15 33 46 6 9 37* 35** 22* 
1931 15 33 46 2 ,,, 9 26* 7 11 
1932 15 33 46 6 9 47** 7 11 
1933 15 28** 48* 35 9 47 7 11 
1934 15 33 28 6 15 34* 7 14* 

Third quartile 

1930 12 25 47 20 26** 11** 7* 48** 
1931 12 25 47 20 4** 23* 22* 14 
1932 12 25 43** 20 26 13 28* 14 
1933 12 25 6* 20 4 13 34* 14 
1934 12 35* 47 46* 43 13 48 11 

Fourth quartile 

1930 10 34 42 23 25** 14* 4** 13** 
1931 10 34 42 35** 28* 37* 48** 13 
1932 10 34 42 23 22 35 4 48 
1933 10 16** 42 23 22 33* 26** 43* 
1934 10 16 42 23 22 25 26 20* 

* Elevators appearing only once in the quartile. 
** Elevators appearing only twice in the quartile. 



Table 12.--Quartile Averages of 32 Southwestern Kansas Cooperative Elevators Grouped on the 
Basis of Side-line Sales in Percentage of Gross Sales, 1930-1934. 

First 
Quartile 

Second 
Quartile 

Third 
Quartile 

Fourth 
Quartile 

Gross Sales .... . 

Gross Profit on Gross Sales 
Side-line Sales 
Gross Profit on Side-line Sales 
Wheat Sales 
Gross Profit on Wheat Sales 
Other Grain Sales 
Gross Profit on Other Grain Sales 
Salaries and Wages 
Total Expenses 
Net Profit on Operation 
Other Income 
Total Net Income 

Side-line Sales in Percentage of Gross Sales 
Side -line Gross Profit in Percentage of Total 

Gross Profit 
Side-line Gross Profit in Percentage of Total 

Expense 
Wheat Sales in Percentage of Gross Sales 
Gross Profit on Wheat Sales in Percentage of Total 

Gross Profit 
Other Grain sales in Percentage of Gross Sales 
Gross Profit on Other Grain Sales in Percentage of 

Total Gross Profit 
Salaries and Wages in Percentage of Total Expense 

Margin Per Dollar of Gross Sales 
Margin Per Dollar of Side-line Sales 
Margin Per Dollar of Wheat Sales . 

Margin Per Dollar of Other Grain Sales 
Margin Per Bushel of Grain Handled 
Net Profit on Operations Per Dollar of Gross Sales 
Total Net Income Per Dollar of Gross Sales 

Bushels of Grain Handled 
Average Capacity of Elevators 

Dollars 

161 276.61 
7,015.83 
8,300.55 

912.75 
147,219.42 

5,786.56 
5,756.63 

316.53 
2,965.16 
6,221.70 

794.14 
1,380.67 
2,174.81 

Per Cent 

5.2 

13.0 

14.'7 
91.3 

82.5 
3.6 

4.5 
47.7 

Cents 

4.35 
11.00 
3.93 
5.50 
2.39 
.49 

1.35 

Bushels 

254,882 
42,400 

Dollars 

151,601.80 
9,912.44 
22,245.60 
4,600.73 

126,624.65 
5,098.91 
2,731.55 

212.81 
4,013.31 
8,022.20 
1,890.24 
676.31 

2,566.55 

Per Cent 

14.7 

46.4 

5'7.4 

83.5 

51.4 
1.8 

2.1 
50.0 

Cents 

6.54 
20.68 
4.03 
7.79 
2.35 
1.25 
1.69 

Bushels 

225,587 
21,475 

Dollars 

200,672.98 
15,776.58 
42,318.74 
8,590.71 

155,618.89 
7,107.03 
2,735.38 

78.84 
5,682.52 

11,624.14 
4,152.45 
1,536.62 
5,689.07 

Dollars 

206,642.26 
19,712.39 
63,045.96 
12,010.22 
137,809.37 
7,039.74 
5,786.93 
662.44 

7,208.04 
15,263.24 
4,449.16 
3,114.00 
70563.16 

Per Cent Per Cent 

21.1 30.5 

54.5 60.9 

73.9 78.7 
77.6 66.7 

45.1 35.7 
1.4 2.8 

.5 3.4 
47.7 46.8 

Cents Cents 

7.86 9.54 
20.30 19.05 
4.57 5.11 
2.88 11.45 
2.60 3.02 
2.07 2.15 
2.83 3.66 

Bushels Bushels 

278,023 255,096 
47,821 72,612 
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highest per cent of side lines. This is contradictory to 

the general relationships previously discussed which con- 

sidered the actual number of elevators realizing profits, 

or profits of 4,000 or more, when side lines were equal to 

20 per cent or more of the total business. The average net 

profit shows an increase in the fourth quartile due to the 

exceptionally large net profits realized in 1930 and 1931 

which outweighed the small losses of a larger number of 

elevators in 1933 and 1934. 

It is noted that gross sales averaged approximately 

e.50,000 more per elevator for the third and fourth quar- 

tiles than for the two lowest side-line percentage quar- 

tiles. This accounted for a larger total net profit, but 

the increase in profits between the first and second quar- 

tiles and between the third an1 fourth quartiles appears to 

be due to side lines primarily. Gross sales of the second 

group averaged 0_0,000 less per elevator than those for the 

first quartile, and those of the third and fourth quartiles 

were approximately equal. 

The higher margins per dollar of wheat sales of ele- 

vators in the third and fourth quartiles raised the question 

as to whether they might not have been more important than 

side lines in causing larger net profits on operations. 

The average gross margin on wheat sales was about 4 cents 

per dollar for the first and second groups, while it 
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averaged. 4.6 cents and 5.1 cents for the third and fourth 

groups, respectively. However, since the wheat sales de- 

creased from 91 per cent to 67 per cent of gross sales from 

the first to fourth quartile, the gross profit on wheat de- 

clined from 83 per cent to 36 per cent of total gross 

profit from the lowest to the highest side-line volume ele- 

vators; this shows that wheat margins were of minor impor- 

tance with elevators handling a high percentage of side- 

line business. 

The elevators in the lowest side-line group, or the 

first quartile, are primarily the ones which do not handle 

oil oroducts. largins per dollar of side-line sales for 

this group averaged only 11 cents as compared to 19 or 20 

cents on the dollar for the other three groups. Hence, 

gross profits of the elevators in the first quartile con- 

stituted only 13 per cent of the total gross profits; while 

those of the three higher side-line groups ranged from 45 

to 60 per cent of the total gross profits. A noticeable 

feature of this grouping of elevators is the uniform mar- 

gins on side lines in the second, third, and fourth quar- 

tiles when the five-year average is used. Otherwise, this 

might have been a variable factor to consider in discussing 

profits and the percentage of gross sales from side lines of 

those elevators. 

'Expenses averaged 6,222 for the lowest side-line 
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group of elevators and steadily increased until they 

averaged 15,263 for the fourth quartile or the highest 

side-line group. However, further analysis of the elevators 

comprising the fourth quartile revealed that this increase 

vas due to the heavy overhead expenses of exceptionally 

large elevators more than to an increase in side-line sales. 

The average capacities of the elevators of the first 

three quartiles were 42,400 bushels, 21,475 bushels, and 

47021 bushels, respectively, while that of the elevators 

in the fourth quartile was 72,612 bushels. Table 13 con- 

tains a distribution of the eight exceptionally large ele- 

vators as grouped by years when the elevators were arrayed 

and grouped on the basis of side-line sales in percentage 

of gross sales. In 1930 and 1931 they were scattered uni- 

formly among the quartiles, but in 1933 and 1934, five of 

them appeared in the fourth or highest percentage side-line 

quartile. They had no more grain to handle than the small 

elevators so were forced to obtain as much income as DOS. 

$1ble from other sources. 

Vhi1e it is to be expected that expenses should in- 

crease with an increase in volume of side lines handled, 

yet there was a large amount of expenses required to operate 

the elevator regardless of whether any side lines were 

handled. In the case of the low side-line elevators, gross 

profits from side lines constituted 13 per cent of total 
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Table 13.- Distribution in Quartiles of the Eight 
Largest Southwestern Kansas Cooperative 
Elevators Grouped on the Basis of Side- 
line Sales in Percentage of Gross Sales:* 

Crop First Second Third Fourth 
Year Quartile Quartile Quartile kTuartile 

1930 112,000 47,000 50,000 115,000 
200,000 65,000 110,000 

152,500 

1931 112,000 47,000 50,000 110,000 
290,000 51,500 115,000 152,500 

1932 112,000 47,000 50,000 115,000 
51,500 152,500 
110,000 
290,000 

1933 97,000 -- 85,000 65,000 
50,000 100,000 

300,000 
237,000 
152,500 

1934 -- -- 237,000 300,000 
85,000 500000 
97,000 100,000 

65,000 
152,500 

Number of 
times elevators 
appear in 
quartiles (6) (4) (13) (17) 

* Elevators designated by bushels capacity of each one. 
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gross profits and were equal to 15 per cent of total ex- 

penses. They were 61 per cent of total gross profits for 

the fourth quartile and were equal to 79 per cent of total 

expenses for this group of elevators. It is apparent from 

these figures that gross profits from side lines increased 

at a greater rate than expenses with an increase in side- 

line sales. 

From the five-year averages, it seems that those ele- 

vators handling side-line sales equal to at least 20 per 

cent of gross sales made considerably larger net profits on 

operations per dollar of sales than those handling, a smaller 

percentage of side lines. However, a smaller actual number 

of elevators realized profits when 20 per cent or more of 

the business came from side-line sales than when side lines 

were less than 20 per cent of gross sales. 

eben elevators of anoroximately the same size are con- 

sidered and an average or normal volume of grain Is ob- 

tained, there does not seem to be an optimum percentage of 

side-line sales. The records for the southwestern elevators 

indicate that none of the elevators have handled side lines 

to the extent that expenses have increased to such an 

amount that smaller events occurred as a result of too 

much side lines. In normal crop years, such as 1930, 1931, 

and 1932,, those elevators with the largest percentage of 

Bross sales from side lines realized the largest net 
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profits. Even in short crop years, such as 1933 and 1934, 

increasing the side-line business kept operating results at 

a higher level than would have been the case if side lines 

had constituted a smaller part of the total business. 

Markel Variations from Five-Year Averages. It is 

noted there is a distinct break in the data between the 

years 1932 and 1933, Table 14. Each of the three years, 

1930, 1931, and 1932, shows a material increase in net 

profits with. an increase in the percentage of 7ross sales 

from side lines from one quartile to the succeeding one 

with two exceptions. The first exception, where profits of 

the first and second quartiles in 1930 were equal, was a 

result of somewhat wider margins on wheat sales of those 

elevators in the low side-line group. In 1931 the net 

profit of the third and fourth quartile was about the same. 

In this case, the average volume of wheat sales and total 

sales of the third quartile was considerably larger than 

the volume of the other three groups. 

it should be pointed out that all the credit for the 

highest net profit per elevator should not be given to the 

high percentage of gross sales from side lines in 1932, 

since wheat margins for that group of elevators averaged 

B.9 cents per dollar as compared to 6.3 cents for those of 

the third quartile. 



Table 14.- Important Yearly Averages of 32 Southwestern Kansas Cooperative Elevators 
Grouped on the Basis of Side-line Sales in Percentage of Gross Sales, 1930-1934. 

Crop 
Year 

First 
Quartile 

Second 
quartile 

Third 
quartile 

Fourth 
quartile 

Dollars Dollars Dollars Dollars 

Gross Sales 1930 281,726.53 258,770.02 285,761.74 416,326.80 
1931 202,480.66 174,378.08 261,681.46 223,610.75 
1932 85,297.12 91,904.23 167,077.12 139,787.20 
1933 89,911.30 82,023.80 126,319.44 98,127.87 
1934 146,967.42 150,932.85 162,525.15 155,358.70 

Ave. 161,276.61 151,601.80 200,672.98 206,642.26 

Per Cent Per Cent Per Cent Per Cent 

Side-line Sales in Percentage 1930 5.22 13.48 17.98 25.85 
of Gross Sales 1931 4.63 12.80 18.13 24.50 

1932 6.98 17.60 23.28 34.61 
1933 6.46 20.29 28.18 44.50 
1934 2.99 14.06 23.56 39.12 

Net Profit on Operations 

Ave. 5.15 14.67 21.09 30.51 

Dollars Dollars Dollars Dollars 

1930 +4,128.10 +3,779.17 +8,791.47 +12,837.98 
1931 4-1,516.30 +4,123.89 4-7,748.17 + 7,398.94 
1932 -2,392.65 -1,210.83 +2,471.06 + 3,410.18 
1933 - 165.75 4- 413.95 4-1,755.59 - 766.15 
1934 + 884.69 +2,345.02 -- 4.05 -- 635.17 

Ave. + 794.14 +1,890.24 4-4,152.45 4-4,449.16 



Table 14.-- (Contt.) 

Crop 
Year 

First 
Quartile 

Second 
Quartile 

Third 
'Quartile 

Fourth 
Quartile 

Cents Cents Cents Cents 

Margin Per Dollar of Side- 1930 13.68 21.83 17.98 23.13 
line Sales 1931 11.18 23.99 25.25 23.70 

1932 6.84 18.74 19.24 18.69 
1933 9.72 18.52 19.19 15.18 
1934 8.88 18.48 13.06 10.71 

Ave. 11.00 20.68 20.30 19.05 

Dollars Dollars Dollars Dollars 

Wheat Sales 1930 258,209.18 219,602.70 232,130.25 303,294.27 
1931 186,433.98 150,320.19 212,384.47 167,342.41 
1932 75,657.26 74,243.91 127,470.82 88,711.11 
1933 77,868.82 62,250.63 89,124.84 45,909.88 
1934 137,927.87 126,705.82 116,983.72 83,789.20 

Ave. 147,219.42 126,624.65 155,618.87 137,809.37 

Cents Cents Cents Cents 

Margins Per Dollar of Wheat 1930 3.83 2.56 4.53 3.42 
Sales 1931 4.75 5.40 4.45 6.64 

1932 3.51 5.83 6.29 8.93 
1933 4,33 5,16 4.44 8.47 
1934 3.01 3.32 3.07 3.59 

Ave. 3.93 4.03 4.57 5.11 
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The years 1033 and 1934 do not follow the trends of 

the three previous years. The greatest loss on operations 

was suffereJ by the fourth quartile, or the elevators with 

the largest prcentage of side-line sales. Yowever, in most 

cases this was not due to going, into side lines too heavily. 

As previously mentioned these elevators were the large 

capacity houses with heavy overhead expenses and lack of 

adequate volume of business. Table 14 shows their average 

volume of wheat sales was only 445,910 in 1933 and 03,789 

in 1934. This was by far too small an amount to return 

enough gross profit, regardless of margins realized, to ap- 

ply on the relatively heavy overhead expenses which neces- 

sarily were associated with large elevators. 

These associations naturally increase side-line busi- 

ness as much as possible when there was a shortage of grain 

available to handle. This no doubt was an important factor 

in enabling them to get out each year with a loss as low as 

70O per elevator. However, it is noted in Table 14 that 

gross profit or margin per dollar of side-line sales in the 

fourth quartile in 1933 was only 15.2 cents as compared to 

19.2 cents per dollar by elevators in the highest net 

profit quartile. Likewise, in 1934, the average margin per 

dollar of side lines for the elevators with the fTeatest 

percentage of side-line business was 10.7 cents as compared 

to 18.5 cents for those of the second quartile which were 
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in the highest net profit group. This reduction in margins 

accounted for somewhat smaller total gross profits for ele- 

vators in the fourth quartile. wever, gross profits 

still constituted 59 per cent of total gross profits which 

was approximately the seine as for the most profitable 

groups. 

Eastern Kansas Cooperative Elevators 

General Relationships. As previously noted., only 34 

per cent of the eastern Kansas elevators showed a profit 

during the 1930-1934 period. Hence, in compiling tables to 

determine if there was any association between the percen- 

tage that side-line sales were of gross sales and net opera- 

ting profits, a 450C loss was used as the dividing, point. 

There were 59 of the 120 records which had a loss of 4500 

or more and 61 records which either showed less than a ',500 

loss,or net profits on operations. The results obtained 

show that as side lines became a larger per cent of the 

total business, smaller net profits or greater losses oc- 

curred. 

Referring to Table 15, there were 71 elevator records 

showing side-line sales equal to 25 per cent or more of 

gross sales and only 29 or 41 per cent had a profit, or loss 

leas than :500 per elevator. In 49 cases, in which side- 

line sales were less than 25 per cent of gross sales, there 
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Table 15.--Relation of Side -line Sales Equal to 
25 Per Cent or More of Gross Sales to 
Operating Profits of Eastern Kansas 
Cooperative Elevators. 

120 Yearly Records -- 24 Elevators, 1930-1934 

Elevators Elevators Per Cent 
Crop Having a Having a Having a 
Year Profit or $500 Loss Total Profit or 

Less Than or More Less Than 
$500 Loss $500 Loss 

Side-line Sales 25 Per Cent or More of Gross Sales 

1930 5 7 12 41.7 
1931 4 12 16 25.0 
1932 5 14 19 26.3 
1933 7 5 12 58.3 
1934 8 4 12 66.6 

Total 29 42 71 40.8 

Side-line Sales Less Than 25 Per Cent of Gross Sales 

1930 5 7 12 41.7 
1931 4 4 8 50.0 
1932 3 2 5 60.0 
1933 11 1 12 91.7 
1934 9 3 12 75.0 

Total 32 17 49 65.3 

Grand 
Total 61 59 120 50.8 
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Table 16.. Relation of Side-line Sales Equal to 
50 Per Cent or More of Gross Sales to 
Operating Profits of Eastern Kansas 
Cooperative Elevators. 

120 Yearly Records -- 24 Elevators, 1930-1934 

Elevators Elevators 
Crop Having a Having a 
Year Profit or $500 Loss 

Less Than or More 
':i1;500 Loss 

Per Cent 
Having 

Total Less Than 
'500 Loss 

Side-line Sales 50 Per Cent or More of Gross Sales 

1930 0 3 3 0.0 
1931 2 10 12 16.7 
1932 3 8 11 27.3 
1933 3 2 5 60.0 
1934 3 0 3 100.0 

Total 11 23 34 32.3 

Side line Sales Less Than 50 Per Cent of Gross Sales 

1930 10 11 21 47.6 
1931 6 6 12 50.0 
1932 5 8 13 33.5 
1933 15 4 19 78.9 
1934 14 7 21 66.7 

Total 50 36 86 58.1 

Grand 
Total 61 59 120 50.8 
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were 36 elevators which were in the group with a profit or 

a loss less than 4500 per elevator. 

'hen 35 per cent was used as a dividing line, the num- 

ber of elevator records were divided more nearly equally. 

Those having 35 per cent or more of gross sales from side 

lines had only 37 chances out of 100 of showing a loss of 

less than 50O, or a profit; below 35 per cent side lines, 

there were 62 per cent occurring in the most profitable 

group. Table 16 further indicates there was still leas 

chance for a loss of less than 500 or a profit when side 

lines were increased up to 50 per cent of the business. 

There were 32 per cent of the cases with 50 per cent or 

more of gross sales from side-line sales which occurred in 

most profitable groups, while 58 per cent of those having 

less than 50 per cent of their business in side lines 

showed a loss not exceeding '500, or a profit. 

The Effect of Side Lines on Net Operating Profits as 

Shown by Quartile Averages for the Period, 1930-1934. The 

quartile average of the percentage that side-line sales were 

of gross sales and the corresponding average profit or loss 

per elevator, Table 17, was as follows: 
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Quartile 

First 
Second 
Third 
Fourth 

:ercentae Side Lines : Average rofit 
:were of Gross Sales : or Loss 

1111....1111.1011 Wa.. 

11.9 
23.6 
47.8 
75.2 

362 
- 345 
-1,533 

301 

These data reveal that those elevators handlinF the 

least side-line business were the most profitable. This 

was characteristic of almost every quartile durinr each of 

the five years. Table 13 shows that a hij; percentace of 

the sane elevators oecurrer:" in each quartile each year. 

;heat, which seems to have been the most 'orofitable type of 

business to t..andie, accounte for 72 per cent and. other 

rain for 16 per cent of the business of the elevators In 

the first quartile. 

A marked 3ifference is noted between the first and 

third quartiles, or the most and least profitable groups of 

elevators. They both handled approximately the same volume 

of business, but in one case side lines were about 12 per 

cent and in the other they were 55 oer cent of the total 

business. The averae size of the elevators in the first 

quartile was 20,600 bushels and of the second group, 

13,217 bushels; however, expenses averaFed only 3,882 for 

the first croup as compared to 4,423 for the latter, which 

no doubt was due to side-line business. Salaries and wares 



Table 17.--10artile Averages of 24 Eastern Kansas Cooperative Elevators Grouped on the 
Basis of Side-line Sales in Percentage of Gross Sales, 1930-1934. 

71 

First 
Quartile 

Second 
Quartile 

Third 
Quartile 

Fourth 
Quartile 

Dollars Dollars Dollars Dollars 

Gross Sales 64,277.42 47,067.07 69,914.53 106,134.13 
Gross Profit on Gross Sales 4,244.61 3,576.02 4,890.64 9,421.58 
Side-line Sales 7,614.67 11,104.81 33,413.58 79,855.75 
Gross Profit on Side-line Sales 1,025.32 1,221.09 2,702.22 7,730.84 
Wheat Sales 46,456.71 28,015.17 16,994.03 11,030.79 
Gross Profit on `:heat Sales 2,678.80 1,851.72 1,032.66 607.83 
Other Grain Sales 10,206.04 7,947.11 19,506.91 15,297.59 
Gross Profit on Other Grain Sales 540.49 503.21 1,155.76 1,092.91 
Total Expenses 3,882.14 3,920.72 6,423.31 10,222.99 
Net Profit or Loss on Operations + 362.46 - 344.70 -1,532.67 - 801.41 
Other Incame + 498.94 4- 359.91 + 431.56 +1,071.50 
Total Net Income or Loss + 861.40 + 15.21 -1,101.10 + 270.09 

Per Cent Per Cent Per Cent Per Cent 

Side-line Sales in Percentage of Gross Sales 11.9 23.6 47.8 75.2 
Side-line Gross Profit in Percentage of Total 

Gross Profit 24.2 34.2 55.3 82.1 
Side-line Gross Profit in Percentage of Total 

Expense 26.4 31.1 42.1 75.6 
Wheat dales in Percentage of Gross Sales 72.3 59.5 24.3 10.4 
Gross Profit on Wheat Sales in Percentage of Total 

Gross Profit G3.1 51.8 21.1 6.5 
Other Grain Sales in Percentage of Gross Sales 15.9 16.9 27.9 14.4 
Gross Profit on Other Grain Sales in Percentage of 

Total Gross Profit 12.7 14.1 23.6 11.5 
Salaries and Wages in Percentage of Total Expense . 38.0 38.6 42.8 54.7 

Cents Cents Cents Cents 

Margin Per Dollar of Gross Sales 6.60 7.60 7.00 8.87 
Margin Per Dollar of Slde-line Sales 13.47 11.00 8.09 9.68 
Margin Per Dollar of Wheat Sales 5.77 6.61 6.08 5.51 
Margin Per Dollar of Other Grain Sales 5.30 6.33 5.92 7.08 
Margin Per Bushel of Grain Handled 3.60 4.45 4.16 4.35 
Net Profit or Loss on Operations Per Dollar of 

Gross Sales ..... ... * + .56 - .73 --2.19 - .75 
Total Net Income or Loss Per Dollar of Gross Sales 4-1.34 + .03 - 1.57 + .25 

Bushels Bushels Bushels Bushels 

Bushels of Grain Handled 90,152 54,367 53,734 46,877 
Average Capacity of Elevators 20,600 17,750 13,217 9,117 
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Table 18.- Distribution in Quartiles of Eastern 
Kansas Cooperative Elevators Grouped 
on the Basis of Side-line Sales in 
Percentage of Gross Sales. 

Crop 
Year 

Elevator Numbers 

First Quartile 

1930 87 70 116 112 64 57 
1931 87 70 116 112 114** 111** 
1932 87 70 68** 112 64 111 
1933 87 70 68 129** 64 57 
1934 87 114 116 112 129 57 

Second Quartile 

1930 110 122 55 111 68 56* 
1931 110 122 55 57** 68 64** 
1932 110 122 55 57 114** 129 
1933 110 122 116* 111 114 112 
1934 110 109* 70* 111 68 64 

Third Quartile 

1930 126 136 114* 109 123 129** 
1931 126 136 56 109 123 129 
1932 126 136 56 109 123 116* 
1933 126 136 56 109 63* 83** 
1934 126 136 56 55* 122* 83 

Fourth Quartile 

1930 118 119 113 125 83 63 
1931 118 119 113 125 G3 63 
1932 118 119 113 125 83 63 
1933 118 119 113 125 123** 55* 
1934 118 119 113 125 123 63 

* Elevators appearing only once in the quartile. 
** Elevators appearing only twice in the quartile. 
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constituted around 37 per cent of expenses in tho first 

quartile as compared to 42 per cent in the third group. 

One important factor in favor of the elevators in the 

first quartile with a small volume of side lines, was the 

margins obtained on their side lines. They averaged 13.5 

cents per dollar of side-line sales as compared to only 8.1 

cents per dollar in the third quartile; side lines were 

three-fourths of the total business in the latter group. 

Consequently, gross profits on side lines constituted 24 per 

cent of total gross profits in the first quartile with 12 

per cent of gross sales from side lines, while the third 

quartile showed 46 per cent of gross sales from side lines 

with 55 per cent of all gross profits coming from these 

side lines. 

Gross profits on side lines were equal to 26 per cent 

of the total expenses of the elevators of the first quartile 

and to 42 per cent of the total expenses of elevators in 

the third quartile. This relationship and the correspon 

operating results were directly opposite to that found in 

the southwestern Kansas associations. The expenses increas- 

ed at a faster rate than gross profits from side lines when 

side-line sales were increased by eastern Kansas elevators; 

especially, was this true when only an 0.1 cent margin was 

realized on each dollar of side-line sales by the ones 

handling the greatest percentage of side-line business. In 
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other words, it cost these elevators in the third quartile 

considerably more to maintain their volume of business at 

70,000 by increasing side lines to 40 per cent of gross 

sales, than it cost the elevators in the first group to 

maintain the same volume of gross sales consisting of 8S 

per cent grain and only 12 per cent side lines. The ques- 

tion as to whether these associations are justified in 

handling more side lines with a resulting increase in opera, 

ting losses, which see7;:s necessary if they were to remain 

open during tits period, is a problem sufficient in itself 

to warrant special study. 

Profits were smaller or losses larger for elevators in 

the second than those of the first quartile because of a 

smaller volume of total business. Their side lines averaged 

0_1,105 per elevator or 24 per cent of gross sales as com- 

pared to 67,615 per elevator, or 12 per cent of gross sales 

for the elevators of the first quartile. Consequently, 

total operating expenses were practically the same for both 

groups. The margin per bushel of all grain was approxi- 

mately the same for each group, but the margin on side lines 

of the second quartile elevators was only 11 cents per dol- 

lar as compared to 13.5 cents for those of the first quar- 

tile. 

The improvement in operating results of the elevators 

in the fourth quartile seems to be due to an increase of 
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the third quartile* Their average velure of business was 

106,1E34 of which side lines were responsible for e70,356. 

This was an increase in side lines of 140 per cent over the 

third quartile. A marein of 8.9 cents was realized on each 

dollar of rross sales as compared to 7.0 cents in the third 

quartile. A wider rarein on gross sales of the elevators 

in the fourth group was made possible by their maleeins on 

side lines averaging :).7 cents per dollar of sales, while 

only 3.1 cents was obtained by elevators of the third quar- 

tile. T-Xeenees increased from ;:A,423 to 410,223 or 59 per 

cent while gross refits on gross sales were 93 par cent 

rimester. It is noted that sIde-line sales were 75 oer cent 

of gross sales, and side-line vross prof:Its were equal to 

76 per cent of total expenses in the fourth quartile. These 

elevators in the fourth. quartile seen to be handling a 

volume of business sufficient so that a further increase in 

side lines did not increase expenses proportionately. They 

had passed the point of kYJ per cent side lines and 50 per 

cent 'rain which was ti-e least profitehle combination, so 

that a further increase in volume of sales decreased the 

cost per unit of handling. side lines. 

Since side linem constituted such a large proportion. of 

the total business of the elevators handling 75 per cent 

side lines, a considerable amount of the "other incone 
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should be credited to side lines, also. however, this in- 

come averaged about the same in amount for the first three 

quartiles so the differences in total net incom were ap- 

proxiirtely the same as shown by the net profits on opera- 

tions. Other income amounted to more than twice as much in 

the fourth. quartile which resulted in bringing the total 

net income for that rroup above the average for the ele- 

vators of the second quartile. 

Marked Variations pm Five 7' ar Averares. The data 

for no one of the years showed any marked variation from 

the five-year averages* The years 193'' and 1964 showed 

profits to be considerably larger or losses to be smaller 

in each quartile. A significant characteristic of these 

years was the increase in the percentage of gross sales 

from grain sales, and the decrease in percentage of side- 

line sales. The corresponding improvement in net profits 

during these years is in line with the trend of profits 

from one quartile to the next within each year when the 

elevators were grouped on the percentage that side lines 

were of gross sales. 

The results shown when eastern elevators were grouped 

on the basis of side-line sales indicates that those ele- 

vators which still can handle a good volume of the business 

for which they were organized primarily to handle, namelys 
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grain, are the ones realizing the most net profits. Con- 

sidering the fact that gross sales were exceptionally small 

for the elevators of the second quartile and that the actual 

volume :f side lines for this group was only about ;4,000 

more tqen that of the first quartile, it appears from these 

data that those elevators handling less than one-third 

side-line business were much more profitable than these 

handling a greater percentage. However, the results of the 

fourth quartile also indicate that there are a few elevators 

which can handle side lines as the predominating type of 

business, averaging 75 per cent of gross sales, with as 

profitable results as those with 25 per cent side lines. 

However, it appears necessary that they handle twice as 

large a volume of business to realize the same net profit. 

Margins on side lines also become an exceedingly im- 

portant factor when side lines constituted such a large 

portion of the business. Almost every year, wider margins 

were obtained by the elevators in the first and second or 

lowest side-line percentage groups. Apparently, they were 

able to select a few of the most profitable side-line cam- 

modities to handle, while many items commanding quite nar- 

row margins had to be handled when side lines constituted a 

large portion of the business. 

Since it was those elevators which handled about 50 per 

cent grain and 50 per cent side lines that lost the most 
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money each year, this evidently was the least desirable 

proportion between grain and side lines for elevator as- 

sociations in this section of the state. No doubt the 

managers time was too much divided between the two ty es 

of business, and keen competition situations often worked 

to the disadvantage of either the grain or side-line busi- 

ness, or both. The most satisfactory relationship between 

grain and side lines, where an adequate volume of grain can 

be obtained in this section of the state, is when side lines 

are side lines in the strictest sense of the word -- less 

than 25 per cent of the total business. Side lines provided 

an additional source of income to apply on operating and 

overhead expenses in these oases. 

The next most profitable proportion was when side lines 

become the main part of the business providing that more 

tlan 4100,000 of total business per elevator was obtained. 

This type of business necessarily required management that 

really knew the buying and selling aspects of side-line 

products handled, how to meet competition, and how to main- 

tain a sufficient volume of business to insure economical 

operation each year. Vdth such a set-up, grain in reality 

became the side-line enterprise. 
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THE EFFECTS OF SIDE LINES OX NET OPERATING PROFITS 
OF ELEVATORS GROUPED ON THE BASIS OF MARGIN 

PER DOLLAR OF SIDE.. LINE SALES 

Southwestern ..ansas Cooperative Elevators 

General Relationships. The elevators were grouped on 

the basis of margin per dollar of side-line sales to de- 

termine; first, the margin on side lines which cooperative 

elevators should strive to obtain if profitable results are 

to be realized; and second, to determine if margins on side 

lines have as great as or a greater effect than the percen- 

tage of gross sales from side-line sales on operating 

profits. 

Table 19 shows that of the 33 elevator records with 15 

cents or more margin per dollar of side-line sales, there 

were 63 or 76 per cent which realized net profits. f the 

77 with less than a 15 cent margin, 33 or 43 per cent 

realized net profits. Similar relationships exist when 

margins were associated with elevators which made 2,000 

or more net profit. There were 66 per cent of those which 

had a margin of 15 cents or more that realized a profit of 

2,000 or more per elevator. Only 22 per cent of those 

with less than a 15 cent margin realized this amount of net 

profit on operations. 

There were 51 or 32 per cent of the 160 records showing 
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Table 19.- Relation of Margins of 15 Cents or More 
Per Dollar of Side-line Sales to Opera- 
ting Profits of Southwestern Kansas 
Cooperative Elevators . 

160 Yearly Records -- 32 Elevators, 1930-1934 

Crop 
Year 

Elevators 
Having a 
Profit 

Elevators 
Having a 
Loss 

Total Per Cent 
Having a 
Profit 

Margins of 15 Cents or More Per Dollar 

1930 18 1 19 94.7 
1931 20 1 21 95.2 
1932 12 6 18 66.7 
1933 9 7 16 56.3 
1934 4 5 9 44.4 

Total 63 20 83 75.9 

Margins of Less Than 15 Cents Per Dollar 

1930 7 6 13 53.8 
1931 7 4 11 63.6 
1932 2 12 14 14.3 
1933 5 11 16 31.3 
1934 12 11 23 52.2 

Total 33 44 77 42.9 

Grand 
Total 96 64 160 60.0 
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a margin of 20 cents or more per dollar of side-line sales. 

Of these, 96 per cent showed a nrofit, and B6 per cent a 

profit of $2,000 or more per elevator. however, there were 

43 per cent of those with less than a 20 per cent margin 

that had a profit, but only 26 per cent with a profit of 

02,000 or more per elevator. 

If the elevators did not obtain a 15 or 20 cent margin 

on side lines they still had slightly more than 40 out of 

100 chances for a profit but if they were able to realize 

these or higher margins, they had between 65 and 75 chances 

in 100 for a profit. It is noted that during 1933 and 1934 

only 50 per cent of the elevators with a 15 cent or larger 

margin showed profits, but if 20 cents could be obtained, 

their chances for a profit were materially improved. 

21292LatEtAALLIOAL21191UnillaingiLWILLEAa 
Shown by Quartile Avera::es for the Period, 1930 to 1934. 

The distribution of elevators in each quartile by years 

showed a high percentage of constancy in each group. A high 

percentage of the elevators occurred in the same qw,rtile 

each year with most of the switching between the second and 

third groups. The average margin of each quartile for the 

five years, 1930 to 1934, and the corresponding average net 

profit or loss, Table 20, was as follows: 
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: Margin Per Dollar 
Quartile : of Side Lines Net Profit or Loss 

First 
Second 
Third 
Fourth 

7.8 cents 4+ 125 
13.4 cents - 187 
19.5 cents +3,741 
27.2 cents +7,635 

This indicates that after a margin of approximately 

16 cents per dollar of sidegaine sales was obtained (mid- 

point between second and third quartiles) substantial net 

profits on operations resulted. In the first quartile, 

side-line sales were only 9 per cent of gross sales but for 

the rehaining three quartiles, the side-line sales were 

quite uniform ranging from 19 to 22 per cent of gross 

sales. Hence, as far as side lines are concerned, margins 

were the predominating factor in this classification. 

Gross profits from side lines wore equal to 15 per 

cent of the total expenses of the elevators in the first 

quartile, 42 per cent of those of the second, 74 per cent 

for the third, and 96 per cent of total expenses for the 

elevators in the fourth quartile. These data further indi- 

cate that margins and side -line t -ross profits in per cent 

of expenses were closely associated, and that net profits 

increase as these items increase, especially after enough 

income is derived from side lines to equal at least 40 per 
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First 
Quartile 

Second 
Quartile 

Third 
Quartile 

Fourth 
Quartile 

Dollars Dollars Dollars Dollars 

Gross Sales 144,903.38 167,734.53 226,083.92 187,871.80 
Gross Profit on Gross Sales 6,529.68 10,109.95 16,933.57 18,626.29 
Side-line Sales . .. 12,428.67 32,601.44 50,249.54 39,000.81 
Gross Profit on Side-line Sales ... 968.04 4,352.61 9,790.68 10,609.97 
Wheat Sales 125,172.10 129,503.07 174,152.43 146,935.95 
Gross Profit on Wheat Sales 5,166.44 5,161.91 6,922.76 7,936.60 
Other Grain Sales 7,302.61 6,630.03 1,682.95 1,935.04 
Gross Profit on Other Grain Sales 395.19 594.44 220.12 79.72 
Salaries and Wages 2,954.75 4,605.61 6,727.17 5,076.13 
Total Expenses 6,404.51 10,295.45 13,192.63 10,991.48 
Net Profit or Loss on Operations + 125.16 - 186.50 4-3,740.94 +7,634.81 
Other Income +1,225.94 +2,317.40 +2,388.13 + 971.61 
Total Net Income or Loss +1,351.10 +2,130.90 +6,129.07 +8,606.43 

Per Cent Per Cent Per Cent Per Cent 

Side-line Sales in Percentage of Gross Sales 8.6 19.4 22.2 20.8 
Side-line Gross Profit in Percentage of Total Gross 

Profit 14.8 43.1 57.8 57.0 
Side-line Gross Profit in Percentage of Total 

Expense 15.1 42.3 74.2 96.5 
Wheat Sales in Percentage of Gross Sales 86.4 77.2 77.0 78.2 
Gross Profit on Wheat Sales in Percentage of Total 

Gross Profit 79.1 51.1 40.9 42.6 
Other Grain Sales in Percentage of Gross Sales 5.0 4.0 .7 1.0 
Gross Profit on Other Grain Sales in Percentage of 

Total Gross Profit 6.1 5.9 1.3 .4 
Salaries and Wages in Percentage of Total Expense . 46.1 44.7 51.0 46.2 

Cents Cents Cent" Cants 

Margin Per Dollar of Gross Sales 4.51 6.03 7.49 9.91 
Margin Per Dollar of Sideline Sales 7.79 13.35 19.48 27.20 
Margin Per Dollar of ',',heat Sales 4.13 3.99 3.98 5.40 
Margin Per Dollar of Other Grain Sales 5.41 8.97 13.08 4.20 
Margin Per Bushel of Grain Handled 2.54 2.48 2.32 3.13 
Net Profit or Loss on Operations Per Dollar of 

Gross Sales + .08 - .11 +1.65 +4.06 
Total Net Income or Loss Per Dollar of Gross Sales + .93 +1.27 +2.71 +4.58 

Bushels Bushels Bushels Bushels 

Bushels of Grain Handled 219,197 231,806 308,048 255,823 
Average Capacity of Elevators 44,350 60,113 48,550 25,563 

I 
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cent of total expenses. The distribution of the largest 

elevators, Table 21, indicates that as a larger volume of 

aide lines was handled. by these elevators, margins became 

much narrower. The large elevators with their heavy ex- 

penses were responsible for the small loss shown for the 

second quartile as compare0 to a small profit for the first. 

It is note3 that wheat margins of 5.4 cents for the 

elevators of the fourth quartile as compared to 4.0 cents 

for the other groups was an additional reason for those 

elevators realizing the largest profits. 

Marked Variations rromn Five-Year Ave a There were 

nu marked variations by years except that margins on side 

lines averaged much lower in 1933 and 1934 than during the 

period 1930 to 1932. hence, an increase in margins did not 

show the marked increase in profits in 1933 and 1934, that 

was evident in the five-year averages. 

Elevators obtaininc margins of le to 16 cents or more 

on side lines showed distinctly more profitable results 

than those with less than these margins. Side-line margins 

appear to be the main factor making possible an increase in 

the amount of gross profit from side lines which can be ap- 

plied on total expenses. This does not mean that 15 cents 

necessarily needs be realized on every commodity. This 

amount for all side-line sales combined is a desirable 
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Table 21.- Distribution in Quartiles of the Eight 
Largest Southwestern Kansas Cooperative 
Elevators Grouped on the Basis of Margin 
Per Dollar of Side-line Sales.* 

Crop First Second Third Fourth 
Year Quartile Quartile Quartile Quartile 

1930 112,000 152,500 290,000 51,500 
110,000 50,000 
115,000 48,000 

1931 112,000 290,000 110,000 48,000 
115,000 51,500 
152,500 50,000 

1932 290,000 112,000 50,000 51,500 
115,000 110,000 48,000 

152,500 

1933 100,000 237,OCO 50,000 65,000 
97,000 300,000 

152,500 
85,000 

1934 100,000 300,000 65,000 CO an 

97,000 152,500 

Number 
times 
vators 
peared 

237,000 

of 
ele- 
ap- 
in 

50,000 85,000 

quartiles (8) (11) (12) (9) 

* Elevators designated by bushels capacity of each one. 
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standard to work toward, and if obtained, it will inorove 

the elevators/ chances for a profit. 

Eastern Kansas Cooperative Elevators 

'Seneral RelationpLim. Since side lines constitute 

such a large portion of the business of the elevators in 

this section of the state, the importance of margins on 

side lines is readily evident. Of the 120 yearly records, 

there were 66 per cent with a margin of 3 cents or more per 

:dollar of sideeline sales and 55 per cent of these showed 

lessee of less than .t500 per elevator, or a profit. 

Approxinately one-half the yearly records showed mar- 

gine on side lines of 10 cents or more per dollar sad those 

in this range of margins had 2 out of 3 chances for occur- 

rine; in the group of less than a $500 losslor a profit, 

Table 22. When lees than 10 cents margin was realized, 

there were only 37 chances out of 100 for these same opera- 

ting results. Elevators obtaining 12 cents or larger mar- 

gins more often were associated with the most profitable 

operating results. ne highest degree of association be- 

tween margins and losses of less than e501Cor profits oc- 

curred in 1933 and 1934. 
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Table 22.--Relation of Margins of 10 Cents or More 
Per Dollar of Side-line Sales to Opera- 
ting Profits of Easten Kansas Coopera- 
tive Elevators. 

120 Yearly Records -- 24 Elevators, 1930-1934 

Elevators Elevators Per Cent 
Crop Having a Having a Total Having a 
Year Profit or $500 Loss Profit or 

Less Than or More Less Than 
$500 Loss c:500 Loss 

Margins of 10 Cents or More Per Dollar 

1930 5 7 12 41.7 
1931 5 5 10 50.0 
1932 6 9 15 40.0 
1933 14 2 16 87.5 
1934 11 2 13 84.6 

Total 

orlilmOr 

41 

.111.11*. 

25 

.101,11.1 

66 62.1 

Margins of Less Than 10 Cents Per Dollar 

1930 5 7 12 41.7 
1931 3 11 14 21.4 
1932 2 7 9 22.2 
1933 4 4 8 50.0 
1934 6 5 11 54.5 

Total 20 34 

...NINO 

54 

0011141 

37.0 

Grand 
Total 61 59 120 50.8 
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The Effects of Side Lines on Net , eratin Profits as 

Shown by quartile Averages for the Period, 1930 to 1934. 

The distribution of elevators indicated considerable Shift. 

ing of elevators in quartiles each year. The average mar- 

gin oer dollar of side-line sales and the corresponding net 

profit or loss on operations per elevator for the period, 

1930 to 1934 by quartiles, Table 23, was as follows: 

Quartile 
: Margin Per Lollar 
: of Side Lines : Net Profit or Loss 

First 
Second 
Third 
Fourth 

5.2 cents 
8.2 cents 
11.7 cents 
17.3 cents 

- 547 
- 263 
+ 301 

These data clearly show the improvement in operating 

results as margins per dollar of side lines increase. 

Side-line sales averaged approximately 50 per cent of 

the Eross sales of the elevators in each of the first three 

quartiles, thus indicating the effect on profits was due to 

the increase in side-line margins. The elevators of the 

fourth quartile realized a 17 cent margin on side lines as 

compared to 12 cents by tLose of the third quartile. Side- 

line sales handled by those elevators in the fourth group 

were only 27 per cent of gross sales as compared to 48 per 

cent for the third group. Kowever, approximately the same 
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First 
Quartile 

Second 
Quartile 

Third 
Quartile 

Fourth 
Quartile 

Dollars Dollars Dollars Dollars 

Gross Sales 63,848.49 86,080.74 74,117.41 63,393.13 
Gross Profit on Gross Sales 3,279.79 6,426.06 6,611.28 5,812.34 
Side-line Sales 30,875.57 48,098.22 35,760.90 17,250.76 
Gross Profit on Side-line Sales 1,589.09 3,925.71 4,174.56 2,986.73 
Wheat Sales 20,032.91 16,584.78 28,532.02 37,346.98 
Gross Profit on Wheat Sales 1,012.89 1,090.79 1,788.14 2,278.53 
Other Grain Sales 12,940.01 21,397.76 9,824.50 8,795.39 
Gross Profit on Other Grain Sales 677.81 1,409.57 647.91 547.08 
Salaries and Wages 2,328.94 3,032.05 3,410.37 2,412.13 
Total Expenses 5,091.26 6,973.13 6,873.88 5,510.89 
Net Profit or Loss on Operations -1,811.47 - 547.07 - 262.60 + 301.45 
Other Income + 546.88 + 544.59 + 562.31 + 711.51 
Total Net Income or Loss -1,264.59 - 2.47 + 299.71 +1,012.96 

Per Cent Per Cent Per Cent Per Cent 

Side-line Sales in Percentage of Gross Sales 48.4 55.9 48.3 27.2 
Side-line Gross Profit in Percentage of Total 

Gross Profit 48.5 61.1 63.1 51.4 
Side-line Gross Profit in Percentage of Total 

Expense 31.2 56.3 60.7 54.2 
Wheat Sales in Percentage of Gross Sales 31.4 19.3 38.5 58.9 
Gross Profit on Wheat Sales in Percentage of 

Total Gross Profit 30.9 17.0 27.1 39.2 
Other Grain Sales in Percentage of Gross Sales 20.3 24.9 13.3 13.9 
Gross Profit on Other Grain Sales in Percentage 

of Total Gross Profit 20.7 21.9 9.8 9.4 
Salaries and Wages in Percentage of Total Expense 44.5 46.6 51.0 45.6 

Cents Cents Cents Cents 

Margin Per Dollar of Gross Sales 5.14 7.47 8.92 9.17 
Margin Per Dollar of Side-line Sales 5.15 8.16 11.67 17.31 
Margin Per Dollar of Wheat ?ales 5.06 6.58 6.27 6.10 
Margin Per Dollar of Other Grain Sales 5.24 6.59 6.59 6.22 
Margin Per Bushel of Grain Handled 2.87 4.34 4.47 4.41 
Net Profit or Loss on Operations Per Dollar of 

Gross Sales -2.84 - .64 - .35 + .48 
Total Net Income or Loss Per Dollar of Gross Sales -1.98 - .002 + .40 4-1.60 

Bushels Bushels Bushels Bushels 
Bushels of Grain Handled 66,587 52,910 60,821 66,368 
Average Capacity of Elevators 10,133 12,033 14,983 23,533 
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percentage of nide-line income was realized by the associ- 

atIons in the fourth. quartile without incurring nearly as 

large an expense accoant. 

Gross profits on site lines were equal to 50 to 60 per 

cent of total expenses of the elevators in the second, 

third, anal foarth quartiles, thus indicating that an. in- 

crease in margins on side lines does not increase side-line 

gross profits in proportion to total expenses as eves 

characteristic of the eouteevestere Teansas eleeetors. As 

will be pointed out in the followeee seetton, an increase 

in the gross profits on side lines in relation to total ex- 

penses resulted in larger side-line sales, larger expenses, 

and less profitable operating results. 

The data for individual years did not vary to any 

marked degree from tee five-year averages. There were only 

a few instances where exceotionally large volumes of busi- 

ness or wide margins on wheat over-shadowed margins on side 

lines. 

In addition to obtaining a greater amount of Incore 

from the same volume of side lines through wider margins, 

the highest margins were associated with a smaller volume 

of side-line sales. This kept expenses considerably lower 

than those of the other elevators with lower margins, but 

with more sIde-line sales, and enablee them to show more 

favorable operating results. 



91 

The mid-point between the average margins on side 

lines of the second and third quartiles was approxirately 

10 cents on the dollar. The average losses for the ele- 

vators of the first and second quartiles -- those with less 

than 10 cent margins -- were 0.,811 and 547, respectively, 

while the average loss for the third group was '.261 and the 

average profit for the fourth group was .301. These data 

reveal the amount of improvement in operating results of 

eastern Kansas elevators which occurs when a margin of 10 

cents or more per dollar of side-line sales is obtained. 

it was possible to obtain margins of more than 10 cents 

on some commodities, while for others, somewhat less than 

10 cents was the maximum. The average of 10 cents refers 

to total side-line sales. 

THE EFFECTS OF SIDE LINES ON NET OPERATING PROFITS OF ELE- 
VATORS GROUPED ON THE BASIS OF SIDE-LINE GROSS 

PROFITS IN PERCENTAGE OF TOTAL EXPENSES 

Southwestern Kansas Cooperative Elevators 

General Relationships. One of the frequent reasons 

given by cooperative elevator managers and boards of 

directors for handling side lines is to more fully utilize 

labor and facilities and thereby reduce overhead costs. 

They say that quite often side lines are most helpful in 

serving, as a form. of insurance against high expenses by 
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furnishing an additional source of income or gross .oroftt 

to apply on overhead and operating expenses. Apoarently, 

those with the latter idea are of the opinion that a con- 

siderable proportion of the income derive from side lines 

is net profit. They do not feel that much more expense is 

incurred when side lines are handled, which no doubt is true 

in these particular cases, since side lines are handlef bf 

the same management and existing facilities. 

Due to the difficulty of allocating expenses to side 

lines which would make possible the determination of the 

actual net profit from side lines, it was decided to study 

the relationship of gross profits on side lines to the total 

expenses of the elevator. that per cent of the total er- 

penses could be covered or taken care of by gross profits 

from side lines each year, and was there any relationship 

between these percentages and the total net profits of the 

elevators? The theory underlying t is method of approach 

is that the manager knows what his expenses have been 

averaging in past years and can estimate them quite ac- 

curately for the coming year, with crop prospects taken in- 

to consideration. Therefore, if a definite relationship be- 

tween gross profits from side lines and total expenses can 

be established, above which the elevator has a good chance 

to make profits and below which there is little likelihood 

for profits, this will give the manager a goal or a standard 
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to work toward. He can figure approximately the amount of 

different types of side lines he will have to sell at 

average margins to realize enough income from side lines to 

take care of a certain per cent of the estimated total ex- 

penses. A relationship between side-line income and total 

expenses which indicates a high probability of net profit 

would be of value to the manager in budgeting his expense 

and income operations for the coming year. Of course mar- 

gins on side lines and grains would affect the gross profits 

obtained each year. 

It apeare that such a standard would be mere feasible 

than one based. on the percentage of side-line sales to 

handle since the differences in prices and wheat crops 

fluctuate much more than do the total expenses of the ele- 

vators each year. 

Several tables were compiled to determine if there was 

any association between net profits of elevators and the 

percentage of total expenses that could be covered by gross 

profits from side lines. 

Of the 30 instances where more than 60 per cent of the 

total expenses could be covered by cross :profits on side 

lines, 70 or 87 1/2 per cent of them. realized net profits 

and only 10 or 12 1/2 per cent of them showed losses. This 

means that If an elevator could obtain gross profits from 

side lines equal to 50 per cent or more of total expenses, 
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it had 7 chances out of 8 to realize a net profit. There 

were 88 of the 160 yearly records showing a net profit of 

,2,000 or more per year. Of these, 756 per cent had gross 

profits from side lines equal to 50 per cent or more of 

total expenses. Only 18.3 per cent realized this amount of 

profit when their side-line gross profit was not equal to 

50 per cent of total expenses. 

If a 40 per cent relationship is used, Table 24, almost 

as high a degree of association resulted as that nentioned 

above. There were 8 out of every 10 elevators or 30 per 

cent which showed profits, and 70 per cent with profits over 

2,000 when side-line gross profits were equal to 40 per 

cent or more of total expenses. Of those not attaining 

this amount, 36 per cent realized a profit and only 21 per 

cent a profit of 42,000 or above. 

A noticeable feature of these relationships is the 

smaller percentage of elevators realizing profits in 11)33 

and 1934 even though side-line gross profits were equal to 

40 or 50 per cent of total expenses. As will be pointed out 

later, this is largely due to lack of profits from grain as 

a result of crop failures. Gross profits on side lines were 

sufficient to cover a large portion of total expenses of the 

exceptionally large elevators but losses still resulted. 
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Table 24. Relation of Side-line Gross Profits 
-Equal to 40 Per Cent or More of Total 
Expenses to Net Operating Profits of 
Southwestern Kansas Cooperative Elevators. 

160 Yearly Records -- 32 Elevators, 1930-1934 

Crop 
Year 

Elevators Elevators Per Cent 
Having a Having a Total Having a 
Profit Loss Profit 

Side-line Gross Profits 40 Per Cent or More of 
Expenses 

1930 20 2 22 90.0 
1931 19 0 19 100.0 
1932 13 5 18 72.2 
1933 11 5 16 68.8 
1934 8 7 15 53.3 

Total 71 19 90 78.9 

Side line Gross Profits Less Than 40 Per Cent of 
Expenses 

1930 5 5 10 50.0 
1931 8 5 13 61.5 
1932 1 13 14 7.1 
1933 3 13 16 18.8 
1934 8 9 17 47.1 

Total 25 45 70 35.7 

Grand 
Total 96 64 160 60.0 
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The Effects of tide Lines on Net 0-eratin ?rofits as 

Shown b Q.uartile Averaes for the Period 1930-1934. When 

elevators were arrayed and grouped according to side-line 

gross profits in percentage of total expenses, Table 25, the 

five-year averages per elevator by quartiles and the net 

profit for each were as follows: 

sSide-line Gross Profit : 

:in Percentage of Total : 

Quartile :Expenses t Profit or Loss 

First 9 4+ 58 
Second 41 - 356 
Third 66 +3,087 
Fourth 107 +8,496 

These data show the importance of obtaining, sufficient 

income from aide lines to equal more than 40 per cent of 

total expenses. Very little shifting of elevators among 

quartiles occurred each year, Table 26. Side-line sales in- 

creased. from 5 to 18 per cent of gross sales and margins in- 

creased from 8.0 to 14.8 cents on the dollar from the first 

to the second quartile, but less profitable results occurred 

in the second group due to heavy overhead expenses of large 

elevators in this group, Table 25. 

Under this classification or grouping of elevators, 

the change from losses to relatively large net profits oc- 

curred between the second. and third quartiles. 



Table 25.--Quartile Averages of 32 Southwestern Kansas Cooperative Elevators Grouped on the 
Basis of Side-line Gross Profit in Percentage of Total Expense, 1930-1934. 

First 
Quartile 

Second 
Quartile 

Third 
Quartile 

Fourth, 
Quartile 

Gross Sales 
Gross Profit on Gross Sales 
7ide-line Sales 
Gross Profit on Side-line Sales 
Wheat Sales 
Gross Profit on Wheat Sales 
Other Grain Sales 
Gross Profit on Other Grain Sales 
Salaries and 'fiiges 

Total Expenses 
Net Profit or Loss on Operations 
Other Income 
Total Net Income or Loss 

Side-line Sales in Percentage of Gross Sales 
Side-line Gross Profit in Percentage of Total 

Gross Profit 
Side-line Gross Profit in Percentage of Total 

Dollars Dollars Dollars Dollars 

130,365.39 
5,742.97 
6,358.35 
509.92 

118,531.66 
4,950.80 
5,475.38 
222.25 

2,707.23 
5,684.92 

+ 58.05 
+1,019.43 
+1,077.48 

Per Cent 

133,518.86 
9,768.09 
27,988.64 
4,143.25 

119,712.52 
5,131.82 
5,817.70 

493.02 
4,145.09 
10,124.06 

355.98 
+1,604.8S 
+1,248.90 

Per Cent 

213,738.65 
17,035.35 
49,268.78 
9,260.64 

160,500.80 
7,344.39 
3,969.07 

430.32 
6,684.83 

13,947.92 
+3,084.73 
+3,062.08 
+6,149.51 

Per Cent 

222,570.75 
19,870.84 
52,295.08 
12,200.59 
168,527.33 
7,605.23 
1,748.35 

65.02 
5,867.56 

11,374.37 
+8,496.48 
+1,021.22 
+9,517.70 

Per Cent 

4.9 

8.9 

18.2 

42.4 

23.1 

54.4 

23.5 

61.4 

Expense 9.0 4C.9 66.4 107.3 
Wheat Sales in Percentage of Gross Sales 90.9 78.0 75.1 75.7 
Gross Profit on Wheat Sales in Percentage of Total 

Gross Profit 86.2 52.5 43.1 38.3 
Other Grain Sales in Percentage of Gross Sales 4.2 3.8 1.9 .8 
Gross Profit on Other Grain Sales in Percentage of 

Total Gross Profit 4.9 5.0 2.5 .3 
Salaries and Wages in Percentage of Total Expense . 47.6 41.9 47.9 51.6 

Cents Cents Cents Cents 

Margin Per Dollar of Gross Sales 4.41 6.36 7.97 8.93 
Margin Per Dollar of Side-line Sales 8,02 14.80 18.80 23.33 
Margin Per Dollar of Wheat Sales 4.18 4.29 4.53 4.51 
Margin Per Dollar of Other Grain Sales 4.36 8.47 10.84 3.72 
Margin Per Bushel of Grain Handled 2.44 2.84 2.79 2.48 
Net Profit or Loss on Operations Per Dollar of 

Gross Sales + .04 - .23 +1.44 +3.82 
Total Net Income or Loss Per Dollar of Gross Sales + .83 + .81 +2.87 +4.28 

Bushels Bushels Bushels Bushels 

Bushels of Grain Handled 214,437 197,990 278,940 309,621 
Average Capacity of Elevators 34,475 61,750 59,938 26,950 
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Table 26 Distribution in Quartiles of South- 
western Kansas Cooperative Elevators 
Grouped on the Basis of Side-line 
Gross Profits in Percentage of Total 
tapenses. 

Crop 
Year Elevator Numbers 

1930 
1931 
1932 
1933 
1934 

31 
31 
31 
31 
31 

32 
32 
32 
32 
32 

First Quartile 

36 
36 
36 
36 
36 

37 
16* 
46* 
37 
37 

2 
43** 
2 
2 

43 

33 
33 
33 
33 
33 

27 
27 
27 
27 
27 

1 
1 

1 
1 
1 

Second Quartile 

1930 6 28 46 16 47** 43 42 26* 
1931 6 28 46 37** 47 2** 11** 22** 
1932 6 28 37 16 11 43 42 22 
1933 6 28 46 16 48* 43 9** 7** 
1934 6 28 46 20* 9 2 42 7 

Third Quartile 

1930 23 15 20 13 7 22 12* 11** 
1931 23 15 20 13 7 9** 42** 35** 
1932 23 15 20 13 7 9 48** 26* 
1933 23 15 20 14** 47 ** 22 42 11 
1934 23 15 16* 14 47 22 48 35 

Fourth Quartile 

1930 4 10 25 34 9* 14 35 48** 
1931 4 10 25 34 12 14 48 26 
1932 4 10 25 34 12 14 35 47- 

1933 4 10 25 34 12 13** 35 26 
1934 4 10 25 34 12 13 11 26 

* Elevators appearing only once in the quartile. 
** Elevators appearing only twice in the quartile. 
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The gross profits on side lines in the second quartile 

elevators were equal to 44 per cent of total expenses and 

in the third group to 66 per cent of total expenses. The 

mid-point between these two groups was 54 per cent, or ap- 

proximately that percentage above which the elevators show 

a marked or distinct increase in net profits, and below 

which there was an average net loss per elevator. However, 

the 1933 and 1934 averages were at variance somewhat with 

the five-year averages. Side-line sales averaged 18 per 

Gent of gross sales for the second group and 23 per cent 

for the third group. This indicates that the turning point 

would be near 20 per cent side-line sales considering the 

five-year period. Margins seemed to have a greater effect 

on gross profits on side lines in relation to expenses than 

did the percentage of side-line sales. There was a marked 

increase in margins from one quartile to the succeeding one. 

The average for the second quartile was 14 cents and for the 

third group 18 cents per dollar of side-line sales. This 

indicates the turning point was approximately a 16 cent mar- 

gin. Elevators obtaining more than a 16 cent margin on side 

lines realized much larger side-line gross profits to apply 

on total expenses, and in turn, distinctly more profitable 

operating results. 
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The elevators in the third group averaged almost as 

large in capacity as those in the second. group and their 

total expenses averaged t13,948 per elevator compared to 

e10)124 for the second group. However, the marked increase 

in volume of both wheat and side lines enabled this third 

quartile group to show a good net profit instead of a small 

loss as was the case of the organizations of the second 

quartile. 

The elevators in the fourth quartile averaged slightly 

smaller than those in the first quartile. They handled 

0.68,527 of wheat sales as compared to 0_18,531 of wheat 

for the first group, yet they derived 61 per cent as con- 

trastel to 9 per cent of their total gross erofits from 

side lines. 

The relation of side-line gross profits to total ex- 

penses in of even attester importance. As previously noted, 

they were equal to only 9 per cent of total expenses for 

the first quartile and to 107 per cent of total expenses in 

the fourth group of elevators. This, tocether with the 

average net profits of the two groups shows conclusively 

the effect of side lines on the financial results of those 

elevators. 

Velth the data presented herein which includes various 

size elevators, the turning point for a reamed increase in 

profits seems to be around 50 per cent. That is, those 
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elevators realizing enough gross profits from side lines to 

equal 50 per cent or more of their expenses showed distinct- 

ly more profitable results than those with less than 50 per 

cent. As previously noted, the elevators had 3 chances out 

of 10 for a profit if 40 per cent of total expenses could 

be covered by gross profits from side lines, but this was 

the number of elevators with a profit rather than those 

with distinctly large profits. 

Marked Variations from Five-Year Averages. The gross 

profits on side lines were equal to a greater per cent of 

total expenses in 1n30 and 1931 than during the 1932-1934 

period of the study in all quartiles. They were excep- 

tionally uniform each year during the latter period, averag- 

ing approxinately 7 per cent for the first quartile, 30 per 

cent for the second, 50 per cent for the third, and 90 per 

cent for the fourth quartile. 

Concerning net profits on operations, the 1930 year was 

the only one showing a steady increase in profits with an 

increase in the extent to which total expenses could be 

covered by income from side lines. In all other years, the 

smallest net profit or greatest loss or elevator occurred 

in the second quartile. This was due to gross sales being 

somewhat less or to higher expenses as a result of larger 

capacity elevators, or in some cases to both factors. 
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Vthile gross profits from side lines had to be considerably 

greater than 40 or 50 per cent of total expenses before net 

profits were realized in 1934, due to crop failures and 

lack of grain profits, no doubt much heavier losses would 

have occurred if at least 40 or 50 per cent of the total 

exoenses had not been taken care of by side lines. 

largins on side lines of the fourth quartile during 

1933 and 134 were considerably wider than in any other 

quartile and since these were smaller houses, the gross 

profits from side lines were equal to aporoxiriately 90 per 

cent of total expenses as compared to 49 per cent for the 

third quartile and 30 per cent for the second quartile ele- 

vators. Those elevators in the fourth quartile realized 

slightly more than N4,000 profit While all others suffered 

losses. 

In 1933 there were 9 elevators showing profits of 

4,000 or more and 8 of these had gross side-line profits 

equal to 40 per cent or more of total expenses. In 1934 

there were 9 elevators with more than 4,000 profits of 

which 6 had gross profits from side lines equal to 40 per 

cent or more of total expenses. Apparently these elevators 

constituted the fourth quartile grouping in 1933 and 1934. 

The grouping of elevators under this section of the 

study also shows the irlportance of an adequate volume of 

business if net profits are to be realized. While income 
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from side lines equal to 40 to 50 per cent of total ex- 

penses improved an elevator's chances for a profit, it did 

net insure a profit unless there was sufficient gross busi- 

ness to bring the association's total volume of sales to at 

least 100,000, and preferably 0_50,000 or e200,004depend- 

inF upon the size of elevator. ?ractically all of the ele- 

vators in quartiles showing losses each year had less than 

,100,000 of cross sales, and those which had soreewhat more 

than this volume of business and still had a loss, did not 

realize income from side lines sufficient to pay 40 per 

cent of their total expenses. 

Eastern lansas Cooperative Flevators 

General Relationshios. The data of the southwestern 

Kansas elevators in each grouping showed a close relation- 

ship between net profits and the extent to which side-line 

gross profits would cover total expenses. 'A.th the grouping 

of eastern elevators on the percentage of gross sales from 

side lines, this relationship showed an opposite trend to 

that of the southwestern elevators. With an increase in 

side lines, there was an increase in the percentage that 

their gross profits were of total expenses, but the net 

losses becare larger because eseoenses increased at a faster 

rate than total cross profits. 

The followind data indicated sleellar relationships, ex- 
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cept that a slight improvement resulted when side-line gross 

profits were equal to 50 per cent or more of total expenses 

over that shown when they were equal to only 40 per cent of 

total expenses. 

There were 60 per cent of the records with gross 

profits on side lines equal to 30 per cent or more of total 

expenses which had a profit or less than a 500 loss. 

Those with side-line gross profits equal to less than 30 

per cent of total expenses had 34 per cent occurring, in the 

less than t500 loss group. When 40 per cent gross profits 

was used, it is noted by Table 27, that this divided the 

elevators almost equally. Only 56 per cent of the eleva- 

tors with side-line gross profits equal to 40 per cent or 

more of total expenses were found to be in the most profit- 

able 'oup. liowever0 in 1933 and 1934, there were 73 and 

05 per cent respectively, occurring here. A slightly better 

relationship existed when 50 per cent was used. 'Especially 

was this true in 1934 when 100 per cent of those with side- 

line gross profits above 50 per cent of total. expenses oc- 

curred in the most profitable grouping. When less than 40 

or 50 per cent of total expenses can be covered by gross 

profits on side lines, this does not necessarily mean that 

heavier losses will result. The elevators still have 45 

or 46 chances out of a 100 to remain in the most profitable 

section. Perhaps some of the causes for their low degree 
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Table 27.- Relation of Side-line Gross Profits 
Equal to 40 Per Cent or More of Total 
Expenses to Net Operating Profits of 
Eastern Kansas Cooperative Elevators. 

120 Yearly Records -- 24 Elevators, 1930-1934 

Elevators 
Crop Having a 
Year Profit or 

Less Than 
4500 Loss 

Elevators 
Having a 
500 Loss 

or More 

Total 
Per Cent 
Having a 
Profit or 
Less Than 
500 Loss 

Side-line Gross Profits 40 Per Cent or More of 
Expenses 

1930 8 8 16 50.0 
1931 4 8 12 33.3 
1932 3 6 9 33.3 
1933 8 3 11 72.7 
1934 11 2 13 84.6 

Total 34 27 61 55.7 

Side-line Gross Profits Less Than 40 Per Cent of 
Expenses 

1930 2 6 8 25.0 
1931 4 8 12 33.3 
1932 5 10 15 33.3 
1933 10 3 13 76.9 
1934 6 5 11 54.5 

Total 

1111111M. 

27 

0111014.10 

32 59 45.8 

Grand 
Total 61 59 120 50.8 

......--- oweroftel 



106 

of association with profitable operating results can big 

discovered when the elevators are arrayed and grouped into 

quartiles based on the percentage that side-line gross 

profits will cover total expenses. 

The iffects of Side Lines on Net Joerating Profits as 

shown by_Aartile Averaus for the Period 1930-1934. The 

distribution of elevators in each quartile by years re- 

vealed that those in the third and fourth. quartiles occurred 

most consistently in those groups each year. 

The average percentacres that side-line gross profits 

were of expenses and the corresponding net profits or losses 

for each quartile, Table 23, were as follows: 

Quartile 
'First 
Second 
Third 
Fourth 

:Side-Line Gross Profit : 

:in Percentage of Total z 

Expenses 

12.9 
32.9 
49.1 
77.7 

: Net Profit or LOSS 

- 409 
.1. 98 
- 431 

1201M. 

These data indicate there was a distinct imnrnvement 

in operating results with the exteet to which. total expenses 

can be covered by side-line gross profits up to the point 

where they were equal to more than 50 per cent of total ex- 

penses. in the fourth quartile, profits from side lines 

were equal to 78 per cent of total expenses but no better 



Table 28.--Quartile Averages of 24 Eastern Kansas Cooperative Elevators Grouped on the 
Basis of Side-line Gross Profit in Percentage of Total Expense, 1930-1934. 
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First 
Quartile 

Second 
'ruartile 111 

Third 
Quartile 

Fourth, 
Quartile 

Dollars Dollars Dollars Dollars 

Gross Sales 43,917.21 53,448.84 79,449.19 110,624.52 
Gross Profit on Gross Sales 2,518.91 4,171.54 5,755.99 9,683.03 
Side-line Sales 11,089.71 13,626.10 30,445.48 76,824.14 
Gross Profit on Side-line Sales 528.91 1,507.66 2,776.05 7,863.48 
Wheat Sales 24,822.87 31,003.85 32,474.21 14,195.76 
Gross Profit on Wheat Sales 1,461.03 1,990.27 2,059.73 659.99 
Other Grain Sales 0.0000.... 8,004.63 8,818.89 16,529.51 19,604.65 
Gross Profit on Other Grain Sales 529.97 673.62 920.22 1,159.56 
salaries and Wages 1,392.02 1,684.09 2,358.42 5,.687.92 
Total Expenses 4,095.70 4,580.73 5,658,27 10,114.47 
Net Profit or Loss on Operations -1,576.79 -- 409.18 + 97.72 - 431.44 
Other Income + 536.53 + 384.37 + 528.31 + 916.09 
Total Net Income or Loss -1,040.26 - 24.82 + 626.03 + 484.65 

Per Cent Per Cent Per Cent Per Cent 

Side-line Sales in Percentage of Gross Sales 25.3 25.5 38.3 69.5 
Side-line Gross Profit in Percentage of Total 

Gross Profit 21.0 36.1 48.2 81.2 
Side-line Gross Profit in Percentage of Total 

Expense 4,,.... **** . ** .... 12.9 32.9 49.7 77.7 
Wheat Sales in Percentage of Gross Sales 56.5 58.0 40.9 12.8 
Gross Profit on Meat Sales in Percentage of Total 

Gross Profit 58.0 47.7 35.8 6.8 
Other Grain Sales in Percentage of Gross Sales 18.2 16.5 20.8 17.7 
Gross Profit on Other Grain Sales in Percentage of 

Total Gross Profit 21.0 16.2 16.0 12.0 
Salaries and Wages in Percentage of Total Expense 0 36.2 38.2 46.9 55.0 

Cents Cents Cents Cents 

Margin Per Dollar of Gross Sales 5.74 7.80 7.24 8.75 
Margin Per Dollar of Side-line Sales 4.77 11.06 9.12 10.00 
Margin Per Dollar of Wheat Sales 5.88 6.42 6.34 4.65 
Margin Per Dollar of Other Grain Sales 6.61 7.64 5.57 5.91 
Margin Per Bushel of Grain Handled 3.78 4.23 4.26 3.96 
Net Profit or Loss on Operations Per Dollar of Gross 

Sales -.3.59 -- .77 +.12 - .39 
Total Net Income or Loss Per Dollar of Gross Sales 4...2.37 - .05 +.79 + .44 

Bushels Bushels Bushels Bushels 

Bushels of Grain Handled 56,121 65,622 70,073 50,907 
Average Capacity of Elevators 11,950 22,050 17,000 9,683 
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operating results were realized than by the elevators of the 

second quartile where gross profits on side lines were equal 

to only 33 per cent of total expenses. 

The most significant characteristics relating to side 

lines in each of the four groups might be mentioned Con- 

cerning the first and second quartiles* gross sales 

averaged 443,917 and 53,449, respectively, with side lines 

comprising 25 per cent of the business in each group. 

Operating expenses averaged only ,1500 more for the eleva- 

tors of tie second quartile. However, an average margin of 

only 4.8 cents per dollar was obtained on the side lines of 

the first quartile as compared to 11.1 cents for the second 

quartile. Hence, only 21 per cent of the total gross 

profits were derived from side lines in the first quartile. 

These profits were equal to only 13 per cent of their total 

expenses. In the second quartile, side-line gross profits 

constituted 36 per cent of total gross profits and were 

equal to 33 per cent of total expenses. Margins obtained 

on grain by these elevators were somewhat wider, also. 

These facts show the importance of side-line margins 

to side-line gross profits and, in turn, the effect these 

profits, in relation to total expenses, have on operating 

profits Or losses. 

Concerning the third quartile, gross sales averaged 

e79,449 with expenses averaging ;*i5,658 per elevator which 
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was approximately $1,000 more expenses than those of the 

second quartile. Side-line sales constituted 39 per cent 

of these sales. A margin of 9.1 cents was realized on each 

dollar of these side lines which produced sufficient gross 

profits to equal 48 per cent of total gross profits and 40 

per cent of total expenses. In this case an improvement 

occurred in operating profits as a result of a higher per- 

centage of gross sales from side lines. This in turn in- 

creased the extent to which side-line gross profits covered 

total expenses. 

The average of the cross sales of the fourth quartile 

elevators was 110,625 and side lines constituted 70 per 

cent of the business with a 10 cent margin realized on them. 

Gross nroftts from side lines were equal to 31 per cent of 

total l'oss profits, but expenses increaser to such an ex- 

tent that only 77 per cent of them could be covereA by the 

income from side lines. The average expenses of the eleva- 

tors for this quartile were 40,114 as compared to :.,5,658 

for the third quartile. 

The obtaining of rross profits from side lines suf- 

ficient to cover mucL more than 50 per cent of the total 

expense account seems to decrease the elevator's chances for 

a profit due to a more than proportionate increase in opera- 

ting expenses. 

In the southwestern district, the increase in the side- 
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line gross profit-expense ratio was usually characterized 

by the widening of margins on side lines which, of course, 

did not increase operating expenses. An increase in this 

ratio in eastern Kansas was ride possible only by increas- 

ing side-line sales which in turn caused an increase in 

operating expenses. Due to the nature of the side lines 

handled in this section of the state, margins uniformly 

averaged around 10 cents on the dollar each year, while in 

southwestern Kansas there see7.2ed to be more range in the 

margins. Especially was this true with oil products, and 

it was those elevators which handled this type of side line 

that had the highest percentage of their total expenses 

covered by income from side lines and in turn the highest 

net profit 

THE EFFECT OF SIDE LINES ON NET OPERATING PROFITS 
OF ELEVATORS GROUPED ON TEE BASIS OF NET 

PROFIT ON OPERATIONS 

Southwestern Kansas Cooperative Elevators 

General. In the three preceding sections of this study 

elevators were grouped on definite factors such as percen- 

tage side-line sales were of gross sales, margins on side 

lines, and side-line gross profits in percentage of total 

expenses, to determine the effects each might have on total 

net profits. The fourth grouping of elevators based on net 
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profit on operations considered the moat and least profit- 

able elevators separately so that any of the factors con- 

cerning side- lines were free to appear as the most impor- 

tant one. This would be the one following a uniform trend 

corresponding to that of the net profits better than any 

other factor. Also, such a grouping of elevators would 

serve as another basis of comparison to substantiate or re- 

fute conclusions drawn from previous sections of the study. 

The Effects of Side Lines on Net Oarating Profits as 

Shown by Quartile Averages for the Period, 1930-1934. 

There was considerable shifting of elevators among the 

first three quartiles, but a high percentage of the same 

elevators remained in the fourth group each year. 

The most important characteristic of side lines from 

the lowest to the highest profit groups was the relation- 

ship of side-line gross profit to total expenses. ::argins 

also increased consistently with an increase in profits 

since they were the main factor affecting the amount of 

side-line gross profits realized Which can be applied on 

e_penses. However, the side-line gross profit-total ex- 

pense relationship was the one showing the most consistent 

and marked increase with an increase in profits in all four 

groupings, Table 31. 

The five-year averages of the above items by quartiles 



Table 29.--Quartile Averages of 32 Southwestern Kansas Cooperative Elevators Grouped on the 
Basis of Net Profit on Operations, 1930-1934. 
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First 
Quartile 

Second 
Quartile 

Third 
Quartile 

___ 

Fourth 
Quartile 

Dollars Dollars Dollars Dollars 

Gross Sales 126,326.23 138,834.40 193,403.03 261,629.99 
Gross Profit on Gross Sales 6,979.13 7,451.66 13,839.91 24,146.54 
Side-line Sales 26,723.84 18,183.55 34,493.66 56,509.79 
Gross Profit on Side-line Sales 3,484.03 3,079.93 6,363.37 13,187.07 
\Meat Sales .. 92,600.17 116,403.96 155,311.99 202,956.19 
Gross Profit on Wheat Sales 2,854.69 4,119.40 7,325.19 10,732.96 
Other Grain Sales 7,002.22 4,246.89 3,597.37 2,164.01 
Gross Profit on Other Grain Sales 640.42 252.33 151.35 226.51 
Salaries and Wages 4 237.08 3,551.12 4,809.99 6,806.51 
Total Expeneo 9,924.72 7,018.05 10,279.52 13,890.98 
Net Profit or Loss on Operations -2,945.59 + 433.62 +3,542.39 +10,255.55 
Other Income +1,983.55 + 940.84 +1,436.35 + 2,346.88 
Total Net Income or Loss - 962.04 +1,374.46 +4,978.74 +12,602.43 

Per Cent Per Cent Per Cent Per Cent 

Side-line Sales in Percenta7e of Gross Sales 21.2 13.1 17.8 21.6 
Side-line Gross Profit in Percentage of Total 

Gross Profit 49.9 41.3 46.0 54.6 
Side-line Gross Profit in Percentage of Total 

Expense 35.1 43.9 61.9 94.9 
Wheat Sales in Percentage of Gross Sales . . 70.3 83.8 80.3 77.6 
Gross Profit on neat Sales in Percentage of Total 

Gross Profit 40.9 55.3 52.9 44.5 
Other Grain Sales in Percentage of Gross Sales 5.5 3.1 1.9 .8 
Gross Profit on Other Grain Sales in Percentage of 

Total Gross Profit 9.2 3.4 1.1 .9 
Salaries and Wages in Percentage of Total Expense . 42.7 69.6 55.9 49.0 

Cents Cents Cents Cents 

Margin Per Dollar of Gross Sales 5.52 5.37 7.16 9.23 
Margin Per Dollar of Sideline Sales 13.04 16.94 18.48 23.34 
Margin Per Dollar of Wheat Sales 3.08 3.54 4.72 5.29 
Margin Per Dollar of Other Grain Sales 9.15 5.94 4.21 10.47 
Margin Per Bushel of Grain Handled 2.26 2.10 2.63 3.12 
Net Profit or Loss on Operations Per Dollar of 

Gross Sales -2.33- + .31 +1.83 +3.92 
Total Net Income or Loss Per Dollar of Gross Sales - .76 + .99 +2.57 +4.82 

Bushels Bushels Bushels Bushels 

Bushels of Grain Handled 154,662 208,132 284,467 351,236 
Average Capacity of Elevators 66,375 23,313 56,488 36,938 
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were as follows: 

e Gross Pro t : 

:Net Profit :in Percentage of Total : Margin on 
Quartile :or Loss Slswenses : Side Lines 

First 
Second + 434 
Third +3,542 
Fourth +10,256 

55.1 
43.9 
61.9 
94.9 

13.0 cents 
14.9 cents 
18.5 cents 
23.3 cents 

These data indicate the most marked increase in net 

profits occurred in the third quartile. The mid-point be- 

tween the average margins for the second and third quartiles 

was approximately 16 cents or that margin above which 

orofits showed a distinct upturn. The nid-point between, 

these quartiles concernins: the percentage side-line profits 

were of total expenses was 56 per cent, but a simple average 

for the five years was approximately 45 per cent. 

The average percentage side-line sales were of gross 

sales for the elevators grouped on the basis of net profits 

in the quartiles were as follows: 21.2 per cent, 13.1 per 

cent, 17.8 per cent, and 21.6 per cent. This shows the 

same relationship as when elevators were arrayed on the 

basis of side-line sales in percentage of ;Toss sales. 

At first, it nisht appear that tie low profit group of 

elevators was handling too large an amount of side lines 

for efficient operation. This is not the case because each 

year the largest net profit elevators handled a larger 
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volume of side-line sales than the smallest profit group of 

elevators, although, the percentages were the same for both 

quartiles. As previously mertione, the exoeptionally large 

elevators in 1933 and 1g34 were the ones causing the per- 

centage of side lines to averae so high in the first quar- 

tile for the five years. An increase in percentage side- 

line sales were of gross sales resulted in an increase in 

profits for the elevators in the second, third, and fourth 

quartiles during the five years, 1930-1934. 

Marked Variations from the Five-Year Averages. In 

this section of the study, the yearly trends were similar 

to the five.-year averages. Each year except 1932, there 

was a higher percentage of side lines handled in the first 

quartile or lowest profit group of elevators thar by those 

in the second quartile. The years 193;5 and 1934 show a 

considerably higher percentage of gross sales from side 

lines in the first quartile than other years, with 1934 be- 

ing the most unusual. 

Side-line business constituted 31 per cent of all 

sales of the elevators in the first quartile in 1934 and a 

10 cent margin per dollar was realized on these side-line 

sales. side lines in the fourth quartile or highest profit 

elevators constituted 16 per cent of gross sales but a mar- 

gin of 16.5 cents was realized on them. hence, gross 
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profits fraia side lines in both cases constituted 48 to 52 

pox' cent of total gross profits but they were sufficient to 

cover Ti) per cent of total expenses in the fourth quartile 

and only 3.5 Der cent of expenses in the first quartile. 

neat sales of the elevators In the fourth quartile were 

three times larger than those of the elevators in the first 

quartile and margins on Wheat were wider, also. These fac- 

tors together with the asiount of sideline gross profit in 

relation to total expenses rode possible an average net 

profit of Z5,339 for tie fourth quartile elevators as com- 

pared to a loss of '3,346 for the elevators of the first 

quartile. 

lastern iCansas Cooperative Elevators 

The final grouping of these elevators on the basis of 

their net profits shows facts sirinar to those found in the 

preeerling sections of this study. The most distinctive 

feature of the eastern elevators brought out by the data in 

Table 30 is the decline in the eercentage that side-line 

sales were of gross sales and that side-line gross profits 

were of total (Toss proflts as the average net profl_t per 

elevator increases. 

The five-year averages for these items were as follows: 
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Quartile 11MI 
:Net Profit 
:or loss 

VoatraIMIN 

:Percentage Side-Line 
:Percentage of :Gross Profits were 
:Gross sales :of Total Gross 
:from Side Lines:Profits 

First * s 978 58.0 71.0 
Second . 979 62.5 72.3 
Third - 79 33.8 49.1 
Fourth +1,716 31.7 39.3 

Margins on side lines were quite uniform in each quar- 

tile -- overseeing from 9 to 11 cents per dollar. Side-line 

gross profits were equal to 45 to 51 per cent of expenses 

in each quartile with the exception of the second one where 

they were equal to 63 per cent of the expenses. 

In the other three sections of this study it was noted 

that tee most uniform increase in profits occurred when the 

elevators were grouped on the basis of margins on side 

lines. However, the association of an increase in margins 

with an increase in profits was not consistent in all the 

groupings. There seemed to be a more consistent relation- 

ship between percentage side-line sales were of gross sales 

and net profits in the various groupings. The data in these 

groupings also showed that as the percentage side-line sales 

were of gross sales increased, the margins on side lines de- 

creased. However, when the elevators were grouped accord- 

ing to net profits, where either percentage side lines were 

of eross sales, nareins on side lines, or side-line eross 



Table 30.-Quartile Averages of 24 Eastern Kansas Cooperative Elevators Grouped on the 
Basis of Net Profit on Operations, 1930-1934. 
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First 
Quartile 

Second 
Quartile 

Third 
Quartile 

Fourth 
Quartile 

Dollars Dollars Dollars Dollars 

Gross Sales 69,988.00 69,681.22 49,346.35 99,424.20 
Gross Profit on Gross Sales 5,130.90 5,944.74 3,723.95 7,329.89 
Side-line Sales 40,607.19 43,554.58 16,355.18 31,468.49 
Gross Profit on Side-line Sales 3,640.57 41325.96 1,827.95 2,881.62 
Wheat Sales 18,589.52 15,339.32 21,711.95 46,855.89 
Gross Profit on Wheat Sales 790.86 882.36 1,228.24 3,269.56 
Other Grain Sales 10,791.30 10,797.32 10,279.22 21,099.82 
Gross Profit on Other Grain Sales . 699.47 736.43 667.76 1,178.88 
Salaries and Wages 3,824.25 3,293.43 1,733.32 2,029.24 
Total Expenses 8,109.24 6,924.71 3,802.97 5,613.25 
Net Profit or Loss on Operations -2,979.34 - 9718.99 - 79.01 +1,716.64 
Other Income + 863.36 + 732.92 + 342.21 + 426.92 
Total Net Income or Loss -2,114.98 - 246.16 + 263.19 +2,143.56 

Per Cent Per Cent Per Cent Per Cent 

Side-line Sales in Percentage of Gross Sales 58.0 62.5 33.8 31.7 
Side-line Gross Profit in Percentage of Total 

Gross Profit 71.0 72.8 49.1 39.3 
Side-line Gross Profit in Percentage of Total 

Expense . . . 44.9 62.5 48.1 51.3 
Wheat Sales in Percentage of Gross Sales 26.6 22.0 44.9 47.1 
Gross Profit on Wheat Sales in Percentage of Total 

Gross Profit 15.4 14.8 33.0 44.6 
Other Grain Sales in Percentage of Gross Sales 15.4 15.5 21.3 21.2 
Gross Profit on Other Grain Sales in Percentage of 

Total Gross Profit 13.6 12.4 17.9 16.1 
Salaries and Wages in Percentage of Total Expense . 46.4 50.5 46.7 42.2 

Cents Cents Cents Cents 

Margin Per Dollar of Gross Sales 7.33 8.53 7.70 7.37 
Margin Per Dollar of Side-line Sales ... 8.97 9.93 11.18 9.16 
Margin Per Dollar of Wheat Sales 4.25 5.73 5.82 6.98 
Margin Per Dollar of Other Grain Sales 6.48 6.83 6.50 5.59 
Margin Per Bushel of. Grain Handled 3.08 3.44 4.23 5.02 
Net Profit or Loss on Operations Per Dollar of 

Gross Sales - 4.26 - 1.40 - .16 + 1.73 
Total Net Income or Loss Per Dollar of Gross Sales - 3.02 - .35 1- .54 + 2.16 

Bushels Bushels Bushels Bushels 

Bushels of Grain Handled 53,560 54,413 48,116 89,859 
Average Capacity of Elevators 13,000 12,533 14,200 21,283 
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profits in percentage of total expenses have an equal 

chance of appearing as the most important factor, the per 

centage side-line sales were of gross sales outweighed the 

irioortance of mareins. This seemed to be due to the fact 

that there was a greater rangs or variation in the pereen- 

tagos that side-line sales wore ef gross sales among the 

elevators than in the nareins. 

A few of the more noticeable features of the c?,ats in 

Table 30 might be noted. Gross sales averaged almost 

$70,000 for the elevators in both the first and second 

quartiles, 44S,000 for the third, and 499,000 for the fourth 

group. The average net profit of 1,717 for the elevators 

of the fourth quartile as comparee to losses for those in 

the other quartiles reveals first, the importente of an 

adequate volume of business which appeared to be about 

4100,000, and second, the relative profitableness of grain 

as compared to side lines. However, the elevators in the 

third quartile show that not nearly as large a volume was 

necessary to rank second in profits, provided a large part 

of the business consisted of grain rather than side lines. 

The erose sales of these elevators averaged only 4$48,000 

with grain responsible for 66 per cent of these sales. 

Also, margins on wheat were the highest in the elevators of 

largest profits. 

The increased cost of handling a large amount of side 
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lines was evident from these data. Total expenses averaged 

e0,613 when sales of e99,000 were handled consistinie of 60 

per cent erain, while they averse d 2,109 per elevator 

when gross sales were 70,000 of which 42 per cent was 

grain. Salaries and ages constituted a greater proportion 

of the expenses in the elevators handling the highest per- 

centage of ross sales from side lines. 

Tables 31 and 32 show a surseary of the four groupings 

of elevators for both sections of the state and the five- 

year averages by quartiles of the principal factor relatine 

to side lines and net operating profits, 

SUMMARY ANL CONCLUSIONS 

The business of the cooeerative elevators in south- 

western Kansas varieJ distinctly from that of the elevators 

in eastern eansas. Gross sales for southwestern elevators 

average three tines the sales of the eastern elevators 

during the period, 1930-1932 and one and one-half times 

larger during 1033 and 1934. Net profits on operations of 

the southwestern elevators declined from an average of 

e7,304 per elevator in 1930 to 648 per elevator in 1934, 

while the eastern Kansas elevators showed losses of 3.1200 

per elevator in 1930- and profits of e97 and :,5e0 in 

1933 and 1934, respectively. 



Table 31.--Summary of Groupings of Southwestern Kansas Cooperative Elevators 
Five-Year Averages of Quartiles -- 32 Elevators, 1930-1934. 
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Grouping 
Side-line Sales in 

Percentage of Gross Sales 
Margin Per Dollar of 

Side-line Sales 
Side-line Gross Profit in 
Percentage of Total Gross 

Profit 

Side-line Gross Profit in 
Percentage of Total 

Expenses 

Net Profit on Operations 

Side-line Sales in Percentage 
of Gross Sales 

Margin Per Dollar of Side-line 
Sales 

Side-line Gross Profit in Per- 
centage of Total Expenses 

Net Profit on Operations 

Quartile Quartile Quartile the Quattile 

First Second Third 'Fourth First Second Third Fourth First ISecondlThird 

Per 

!Fourth First 

14.7 

15.1 

9.0 

35.1 

FeTtdiThird 

Per Cent 

hFourth First 

+ 794 

+ 125 

+ 58 

.2,946 

1 Second Third Fourth 

+ 4,449 

+ 7,635 

+ 8,496 

+10,256 

5.2 

8.6 

4.9 

21.2 

Per Cent 

39.5 

20.8 

23.5 

21.6 

11.0 

7.8 

8.0 

13.0 

Cents 

19.1 

27.2 

23.3 

23.3 

13.0 

14.8 

8.9 

49.9 

Cent 

60.9 

57.0 

61.4 

54.6 

78.7 

96.5 

107,3 

94.9 

Dollars 

14.7 

19.4 

18.2 

13.1 

21.1 

22.2 

23.1 

17.8 

20.7 

13.4 

14.8 

14.9 

20.3 

19.5 

18.8 

18.5 

46.4 

43.1 

42.4 

41.3 

54.5 

57.8 

54.4 

46.0 

57.4 

42.3 

40.9 

43.9 

73.9 

74.2 

66.4 

61.9 

+1,890 

- 187 

- 356 

+ 434 

+4,152 

+ 3,741 

+3,087 

+3,542 

Table 32.-.-Summary of Groupings of Eastern Kansas Cooperative Elevators 
Five-Year Averages of Quartiles -- 24 Elevators, 1930-1934. 

Grouping 
Side-line Sales in 

Percentage of Gross Sales 
Margin Per Dollar of 

Side-line Sales 
Side-line Gross Profit in 
Percentage of Total Gross 

Profit 

Side-line Gross Profit in 
Percentage of Total 

Expenses 

Net Profit on Operations 

Quartile Quartile Quartile Quartile Quartile 

First ISecondlThird 'Fourth First 1SecondiThird 'Fourth First [SecondlThird 'Fourth First Second Third 'Fourth First I Second I Third [ Fourth 

Per Cent Cents Per Cent Per Cent Dollars 

Side-line Sales in Percentage 
of Gross Sales 11.9 23.6 47.8 75.2 13.5 11.0 8.1 9.7 24.2 34.2 55.3 82.1 26.4 31.1 42.1 75.6 + 362 - 345 0.1,533 - 801 

Margin Per Dollar of Side-line 
Sales 48.4 55.9 48.3 27.2 5.2 8.2 11.7 17.3 48.5 61.1 63.1 51.4 31.2 56.3 60.7 54.2 - 1,811 - 547 - 263 + 301 

Side-line Gross Profit in Per- 
centage of Total Expenses 25.3 25.5 38.3 69.5 4.8 11.1 9.1 10.0 21.0 36.1 48.2 81.2 12.9 32.9 49.1 77.7 -1 577 - 409 + 98 ... 431 

Net Profit on Operations 58.0 62.5 33.8 31.7 9.0 9.9 11.2 9.2 71.0 72.8 49.1 39.3 44.9 62.5 48.1 51.3 -2,978 - 979 - 77 +1,716 
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elevators were arrayed according to capacity, the 

median of the eastern elevators was 10,000 bushels as com- 

pared to 20,000 bushels capacity for the elevators in 

southwestern Kansas. 

ride-line sales averaged approximately the same in 

total dollars aer elevator each year for the two di -riots 

of the state; however, they constituted one-fifth of Cle 

business of southwestern Kansas cooperative elevators, and 

one-half of the business of the eastern Kansas elevators 

durin the period, 190-1934. 2ercentages of cross sales 

from side lines varied each year with the size of wheat 

crop and the prices of grain and side lines. 

Margins per dollar of side lines handled by south- 

western Kansas elevators declined from 22 cents in 1930 to 

13 cents in 1934; oil products, feed, and merchandise all 

contributed to this decline. Margins on side lines obtained 

by eastern elevators fluctuated between 2 and 11 cents on 

the dollar during the 1930-1934 period. 

Gross profits on side lines were equal to approximately 

50 per cent of total gross profits and to about 60 per cent 

of total expenses of the southwestern ::Ansas elevators. 

They were equal to approximately 50 per cent of total gross 

profits and to 52 per cent of total expenses of the eastern 

Kansas elevators. 

In addition to the income furnished by side lines to 
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the eastern Kansas elevators, of even greater importance 

was the place these side lines occupied in providing the 

elevators with enough volume of business each year to en- 

able them to remain active organizations. VAthout side 

lines, many would have shown less profitable results or 

would have had to close their doors during the 1930-1934 

period. While side lines were a valuable asset to the busi- 

ness of most of the elevators in the southwestern section of 

the state, yet, it appears that many more of them could 

exist without side lines than would be the case in eastern 

Kansas. Those in southwestern Kansas are located in a dis- 

trict with a larger potential volume of grain, even though 

competition is keener than in the eastern rejon. 

An analysis of the commodities constituting side lines 

showed that coal was the item handled by the largest number 

of organizations in both sections of the state. ?ractically 

every elevator handlef'3 coal and it constituted 13 per cent 

of total side lines in the southwest, and 10 per cent of 

the eastern elevstors1 eide-line business. Var7ins on coal 

sales avertwed 11 cents per dollar in southwestern Kansas. 

in eastern Kansas mar-ins on coal sales declined from 15 to 

13 cents during the period 1932-1934, but averaged con- 

siderably more than margins on most other commodities. 

General merchandise was handled by most of the eastern 
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elevators and constituted about 40 per cent of all the side- 

line sales. It commanded a margin of 11 to 12 cents per 

dollar. Approxirately two-thirds of the southwestern ele- 

vators handled merchandise and it normally constituted 20 

per cent of the side lines for those elevators handling 

this type of side line. As a result of drought conditions, 

merchandise which usually included feed sales, constituted 

3U to 40 per cent of side-line sales in 1933 and 1934. 

Margins on merchandise averaged 10 cents per dollar of sales 

in tis district. Feed sales were itemized by 11 or 12 of 

the eastern elevators and averaed about 15 per cent of all 

side-line sales; margins were sisillar to these on merchan- 

dise. 

One of the main differences in the side-line business 

of the elevators in the two districts of the state was the 

number which handled oil products. In southwestern Kansaa 

22 of the 32 elevators handled oil while only 5 to 7 of the 

24 eastern elevators handled this type of side line. 011 

product sales usually constituted 65 per cent of the side- 

line sales for those elevators in southwestern 'j,:ansas hand- 

ling tern, and margins on these oil products declined from 

3Z cents in 1931 to 19 cents per dollar of sales in 1934. 

A comparison of net profits showed that those elevators 

handling oil products realizel distinctly larger profits 

than those not handling oil products. In fact, losses 
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occurrel in most years for those not handling this type of 

side line. 

In eastern Kansas the oil products were responsible 

for 50 per cent of the side lines of those handling this 

commodity but marg,Ins averaged only 14 cents per dollar of 

oil product sales. Gasoline constitute two-thirdc of the 

oil product sales in both sections of the state, with kero- 

sene, distillate, and oil and grease responsible for the 

renninder of the sales. 

Implements sad accessories were listed as side lines 

by the soutwestern elevators and in adlition to tese, 

lumber, twine, livestock, and produce sales were listed by 

eastern Kansas elevators. 

The conclusions derive from this stody aoncerning the 

effects of side lines on net operating nrofits of Kansas 

cooperative elevators were as follows: 

(1) The most profitable type of side lines handled in 

the southwestern i:Jansas elevators was oil products and the 

most profitable type In the eastern lAnsas elevators was 

(2) In normal crop years, net profits of southwestern 

Kansas elevators tend to increase with an increase in side- 

line sales. In short crop years the least profits were 

shown by those elevators having the highest percentage of 
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gross sales froa sich lines because most of these elevators 

were exceptionally large with high expens s. aide lines 

were Just ae important in keepina losses of these elevators 

at a miniaem as they were in increasing profits in nornal 

crop years. 

aoatewestern aansas elevators, in iitich *Ode lines 

avereeed at lest 20 per cent of gross seles, shewed a 

aare d increase In net profits over those handlina less than 

CO aer cent side-line seles. 

(4) In eastern iansas the most profitable groap of 

elevators were those fondling the smallest percentage of 

side-line salee. The largest losses occurred when side- 

line sales constituted 50 per cent of gross eales. Increas- 

ing sIde lines in these elevators usually resulted in ex- 

penses inereastna at a faster rate than side-lint gross 

preftts increased. 

() aoatawestern Kansas elevators maintainlna arins 
of 15 cents per dollar of side-eine sales realizel larger 

profits than those with less than this marleia. 

(6) Vargins on 51de lines of t7eese elevaLors were of 

more importance then the percentage of gross sales from 

side lines in deterainine t-ee extent to wielca side-line 

aross eroflts woala elver totel expenses of the elevators. 

) :astern eansas elevators alea realized a vargin 
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of 10 cents or more per dollar of side lines had 2 chances 

out of 3 to occur in the roost profitable group consisting 

of 50 per cent of the elevators. itL less than a 10 cent 

margin, they had only 1 chance out of 3 of occurring in this 

group* 

(3) In the eastern elevators, an increase in margins 

on side lines was associated with a decrease in the percen- 

tage of gross sales from side lines, less expense per dollar 

of all business, and larger total net profits. An increase 

in these margins did not result in an increase in the amount 

of side-line gross profits in relation to total expenses of 

the elevators. 

(V) Elevators in southwestern Kansas which. realized 

sufficient gross profits on side lines to cover 40 per cent 

or more of the elevator's total expenses had 6 chances out 

of 10 of realizing a profit, while those which did not ob- 

tain this amount had only 3 chances out of 10 for a profit. 

(10) In eastern Kansas, gross profits on side lines 

equal to 50 per cent of the total expenses of the elevator 

was the optimum percentage in relation to total net profits. 

(11) The most important single factor relating to 

side lines which affected net operating profits of south- 

western Kansas elevators was the extent to which side-line 

gross orofits covered total expenses. Second in irroortance 



was margins on side lines. 

(12) The most Loortant factor affecting net opera- 

tin: nrofits of eastrn i,ansas elevators was the percentaeo 

that side line subs were of cross sales. karalas on its 

lines were next in importance. 

(13) basiaess WUti oLe of the major factors 

affecting, operattaF profits of mofEL, cooperative elevators 

in each sectic)n of trla state, both from the standpoirt of 

furnishing ineme to apply on overhead and operating ex- 

penses, and in providing vol of business were the po- 

tential volume of grain was limited. 
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