
ANALYSIS OF THE. 

SUSINESS OPERATION S OF 

COOPERATiVE COTTON GINS 

IN OKLAHOMA l~a3-~4. 
Sy 

OTIS T. WEAVER 
AND 

OMER W. HERRMANN. 

np, .... ~ ,.., '. 

XM.9M71:11.7332 
G7 

033994 



.'j Dhananjayarao Gadgil Library 

, " mUlIlUllillll malDl1 mIl mllm It ~ 
, G1PE_PUNE-0339,94..t J-t.'6 

'v"'~ . 
Analysis of the Business 

Operations of 

Cooperative Cotton Gins 
in Oklahoma 1933-34 

By OTIS T. WEAVER and OMER W. HERRMANN 

FARM CREDIT ADMINISTRATION 

Cooptrative Division 

WASHINGTON, D. C. 

BULLETIN No. 12 APRIL 1937 



Farm Credit Administration 
w. I. MYElI.s, COW,ftO, 

Cooperative Division 
S. D. SANDERS, Commissioru, 

Research, Service, and Educational Staff of the Cooperati,'c Division 

H. M. BAtN, Auistont Commissiorur in Char" 
W. W. FETROW, Chit! R,starch Economist 

Cotlon 
Omer W. Herrmann 
Otis T. Weaver 
John S. Burge.s, Jr. 

Dairy and Poultry 
T. G. Stim 
D. D. Brubaker 
John J. Scanlan 
Gordon C. Laughlin 
W. C. Welden 
Roy W. Lennartson 

F,uilJ and Y'g'tabltJ 
A. W. McKay 
K. B. Gardner 
M. C. Gay 
H. C. Hensley 
N. Fogelberg 
H. W. Mumford, Jr. 
J. H. Heckman 

Grain 
Harold Hedges 
Harry E. Ratcliffe 
E. B. Ballow 

Hillory and Slalistics 
R. H. Elsworth 
French M. Hyre 

Insu,anct 
V. N. Valgren 
F. C. Murphey 
Gordon A. Bubolz 

Livutoclt and Wool 
C. G. Randell 
L. B. Mann 
H. H. Hulbert 
James M. Coon 

Pu,chasi"g Auociations 
Joseph G. Knapp 
John H. Lister 
Gerald M. Francis 

Tobacco 
William Collins 

Traffic 
Charles B. Bowling 

The Research, Service, and Educational Staff conducts research 
studies and service activities relating to problems of management, 
organization, policies, merchandising, Bales, costa, competition, and 
membership, arising in connection with the cooperative marketing 
of agricultural products and the cooperative purchase of farm supplies 
and services; publishes the results of such studie.; confers and advi ... 
with officials of farmers' cooperative .... ociation.; and cooperates with 
educational agencies, cooperative association., and olhert in the dissemi. 
nation of information relating to cooperative principles and practice •. 

Copies of this publication may be obtained upon request from the 

Director of Information, 
Farm Credit Admini.tration, 

'''a.hington, D. C. 



Analysis of tke Business 

Operations of 

Cooperative Cotton Gins 
in Oklahoma 1933-34 

By 

OTIS T. WEAVER 
4tri<whw_ Ea>urrcin 

and 

OMER W. HERRMANN 
Prio<i,. 4tri<whw1ll EanunrciSI 

FARM CREDIT ADMINISTRATION 

BULLEn!( No. 12 

Cooperative Division 

WASHINGTON, 1;>. C. 

__ G.1kha.le I~tu~ of PolitiM 

APRIL 1937 



'1161, C) TI)7/ • 1;.7"3"12-

G7 
United States Government Printing Office 

W •• hington : 1937 



Contents 
PBR'e 

Purpose and method of r,tudy_______________________________________ 2 
Importance of cooperative cotton ginning in Oklahoma_________________ 4 

Number and size of associations_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ __ __ 4 
Volume of cotton ginned ____________________________________ ._._ 4 
Total business transacted ________ ._ _ _ _ _ _ __ _ _ _ _ _ ___ _ _ __ _ _ _ __ _ ____ 5 

Assets, liabilities, and net worth_________________________________ 6 
Equity of members in 88Bets of their associa.tions_ _ __ _ _ _ _ _ _ _ _ _ _ 9 
Average investment of associations_ _ _ _ __ _ _ _ _ _ __ _ _ _ _ _ __ __ __ _ _ 11 

Expenses. __ .0. _____ ... ____________________________________________ ._ 13 
Classification of ginning expenses__ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ ___ _ _ __ 13 

Operating expenses. _ _ _ _ _ _ _ _ _ _ _ __ __ _ _ _ _ ___ _ _ _ _ __ _ _ _ _ _ _ _ _ __ _ 14 
Flxedexpenses____________________________________________ 14 
Administrative expenses__ __ _ __ _ _ _ __ _ __ _ _ _ _ _ _ _ _ ___ _ _ _ _ __ __ __ 15 

Expenses other than ginning _________ . _ _ _ ___ _ _ __ __ __ _ _ _ _ _ _ _ _ __ __ 16 
Prinoipal expenditures_____ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ __ __ ___ _ _ _ _ _ 17 
Methods of analysis of ginning expenses___ _______________________ 18 
Factors influencing expenses_ _ _ _ _ _ __ _ _ _ _ _ _ __ _ _ _ _ _ _ _ __ __ _ _ _ _ _ __ __ 21 

Size of plant and volume ginned___ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ __ __ ___ __ 22 
Type of power and volume ginned___________________________ 35 
Percentage of sna.pped. cotton ginned____ _ _ _ _ _ _ _ __ __ __ __ _ __ ___ 47 
Percentage of cotton purchased __________________________ ;. __ _ 50 
Experience, training, and education of the gin manager_________ 52 
Peroentage of volume ginned in most active calendar month__ __ 54 
Days plant was operated during season______ _____ ___ _________ 55 

Income___________________________________________________________ 57 
Sources of inoome_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 57 

Relative importance of income from different activities ________ . _ _ _ _ 58 
Income from each activity per unit handled_____ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ 59 

Returns from ginning proper ___ _ __ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ 59 
Income from bagging and ties_______________________________ 60 
Income from cottonseed purchased___________________________ 60 
Income per bale of cotton purchased_ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ ___ _ _ _ 62 
Returns from side-line activities_ _ _ _ _ __ _ _ _ _ _ __ __ __ _ _ _ _ _ __ _ _ _ _ 63 

Income per 100 pounds of seed cotton ginned, 88 affected by BOurces of 
income and volume ginned ____________ • ___ .__________ ________ 63 

Other factors inftuencing income_____ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ __ __ __ ___ __ _ 66 
Percentage of snapped cotton ginned_________________________ 66 
Effect of buying cotton on total income______________________ 68 
Effect of buying cottonseed on total income___________________ 70 
Effect of the manager's training, experience, and education_____ _ 73 

Income from each activity as related to the number of bales ginned___ 74 
Ginning_ _ _ _ _ __ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ ___ _ 74 
Bagging and ties ___________________________________ ._______ 74 
()ottonseed_______________________________________________ 76 
()ottonpurchaoea__________________________________________ 77 
Sidelin .. _________________________________________________ 78 

m 



IV CONTENTS 

Income-Continued. p_ 
Dilferenoe In cooperative and commerclalglnl, with reepect to buyl.,. 

cotton...................................................... 80 
Percentage of return on investment_ .. ~ _ .. ~ ___ . ~ __ ...... ............ ........ ....... 84 

Baaia of valuation •••••••....•.......••.• _. •••.•••••....... 84 
Relative importance of aoUJ'Ce8 01 income ....... _ .. _............................ 84 
Influence of lize of plant, IOU ...... of Income, and volume glnned_ 8JI 

Distribution of earnin!!JJ .•..•.••• _ ....•..•........•.•..•... _ ... _ 89 
Purpo_ for which eamln!!JJ went di8tributed.................. 811 
Percentage of net Income appropriated for each purpolO........ 110 
Percentage of income appropriated BB aurplua ••........•..••• _ 111 
Associations classi1ied according to chang .. In lurplUl. • . . • . • • . . 92 

Summary and conclusions __ ............ _ .. _______ ...... ______ .... _ ..... _____ ........ 92 



Analysis of the Business 

Operations of 

Cooperative Cotton Gins 
• Oklahoma, 1933-341 In 

THE present cooperative cotton-gin movement in Oklahoma began 
after the enactment of the cooperative law of 1919 (Compiled 

Oklahoma Statutes, 1919, art. XIX, ch. 34). Numerous farmer
owned gin companies had been organized prior to that time, OJl.d 
these had some cooperative features.' For the most part, how
ever, these organizations were farmers' stock companies that dis
tributed earnings and gave voting privileges to stockholders on the 
basis of the amount of stock owned by each. As no legal restrictions 
were placed on the holding or transferring of stock, these companies 
seldom retained their cooperative characteristics long; the more 
successful among them were acquired by a relatively few stock
holders, many of whom were not farmers; and the less successful 
eventually were sold or turned over to private concerns or individuals. 

Following the establishment of a legal status for cooperative associa
tions, a few of the farmer-owned stock-comp'any gins we:e reincor
porated as cooperatives. For the most part, however, local groups 
of farmers, in order to gin their cotton cooperatively, organized new 
associations under the State cooperative law and purchased new 
plants. Some of the distinctive features of this law were: (1) The 

I The Department of Agricultural Economics of the Oklahoma AgriculturaJ. and Mechan1oa1 0011. 
cooperated In theooUeeUoD and tabulatioD ofthedata for th19study. Special oradit is due Roy A. Ballinger, 
at that time assoolate professor. Oklahoma Agricultural and Mechanical College, for assistance In preparlD& 
tn. statistics on wbJch parts orthla study are baseII. ThiS analyallJ is a part of a more oompreb.BDI1ve shady 
which is beinI' continued for the lQ.M-36and 1036-36 seasons. 

18ee Fetrow, Ward W. COO •• RATrvS .AButTING 01' AORICUl.TUB.4t PROOVC'I'8. Farm Credit Ad~ 
ministration Ooop. DIV', Bull .•• 108 pp., mus., 1936; ... pp. 17-20; and Herrmann, O. W. and Gardner. 
CbutiDL •• UtLT DnaLOPM&N1'I!IlN COOPa&A'ftV& COTtON IiU,UBTlNO. Farm. Credit Admlnbt.ratJ.ou. 
Coop. Dlv. Clrcl. 0-101,48 pp.,lUus .• lit3IJ. Bee pp. 38-d. 

1 



2 FARM cr ISTRATION 

one-man-one-vote principl 9·' v ) a limit of 8 percent onreturns 
from invested capital; (3) !;ll~ Y~J ~<:" of dividends above the returns 
on capital to patrons on the basis of the amount of husiness contrib
uted by each; and (4) a limit On the percentage of the total amount 
of stook outstanding, lIS well lIS on the total amount of stock that 
could be owned by any member. 

The cooperative movement was further accelerated during the 
period 192&--1930 by an sggrllSBive cooperative gin program under 
the leadership of the Oklahoma Farmers Union, the State division of 
the Farmers' Educational and Cooperative Union of .America. This 
program resulted in the incorporation of a substantial number of \ocal 
cooperative gin associations. Members of several of the local associ
ations were also members of the Oklahoma Farmers Educational and 
Cooperative Union; but each local cooperative gin was separately 
incorporated, and its operating policies were determined by its own 
board of directors. Membership was usually restricted to farmers or 
farm owners. 
~ Cooperative gin associations are primarily processing organizatioas 
in that ginning and baling cott{)n are initial functions. All these 
associations, however, bought cottonseed from their patrons; most of 
them bought some of the cotton which they ginned; and several sold 
farm supplies such as feed, seed, coal, gas, and oil to their patrons. 

Cotton ginning is perhaps better adapted to cooperative effort 
than many other oooperative enterprises. It involves little or no 
risk because of changes in market price or perishable nature of its 
products. The marketing of cottonseed, it is true, has become 
almost inseparable from the ginning business as a result of custom and 
convenience; but even so, the necessary risks of handling cottonseed 
are not comparable with the risks lI8sociated with the handling of 
cotton, grains, fruits, vegetables, livestock, and similar commodities. 

Purpose and Method of Study 

T HIS study was made with two general objectives in view: To make 
availsble comparative data on the operations of associations in 

order to improve their operating efficiency, and to provide specific 
information that might assist the banks for cooperatives in formulating 
loaJl policies to meet both the long-term and the short-term credit 
nOOds of local cooperative gin associations.' 

Stated more specifically, these objectives were to determine: (1) The 
lxtent of the development of the cooperative gin movement in Okla
loma, particularly the number of associations and members, the 

, The Farm Credit Act of 1933 provided fortbe Iormati<m of 12reg1onaI banksfOreoopemtfves. Oklaboms 
s served by the Bank _ Coop&ratiVe!!- of Wiehita, Kans. 
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volume of cotton ginned; the investment in gin plants, and the equity 
of the members in these associations; (2) the important factors 
influencing the expense of ginning cotton by cooperatively owned 
plants; (3) the sources of income of cooperative cotton gins; (4) the 
important factors 'influencing income; (5) the purposes for which the 
earnings of these associations were distributed; and (6) sound financial 
policies and practices for guiding new or existing cooperative associs
tions not only in Oklahoma, but also in other cotton-ginning areas. 

During the summer of 1934, detailed financial reports were obtained 
by visiting all cooperative cotton-gin associations that operated in 
Oklahoma during the 1933-34 season. These reports cover the 
1933-34 season and were partly complete for 1932-33. Balance 
sheets as of the, beginning and end of the 1933-34 season, as well 
as a detailed income and expense statement for 1933-34, were ob
tained from each association. A statement of the expenses for the 
period 1932-33 was obtained from all but five of the associations. 

The financial reports for' the 1933-34 season are comparable one 
with another, even though some variations occur both in the date on 
which books were closed and the form in which they were kept. The 
fiscal year for most of these associations ends March 31; for a few, a 
month or two earlier; and for others, a few months later. As very 
little cotton is ginned after January 1 of each crop year and the 
income and expense statement of each association is for a 12-month 
period, this difference is not of much importance. 

The annual statements of most of the associations had been prepared 
by commercial auditors. The desired information on associations 
which had no audit available was obtained directly from the gin 
books and other records in the gin office. In order, therefore, that the 
classification of accounts might be the same for all associations, it was 
necessary to make certain adjustments in most of the records. 
Accounts such as depreciation expenses, accrued expenses, prepaid 
items, capital stock outstanding, depreciation reserves, and surplus 
were unifonnly classified. Uniform rates of depreciation for fixed 
assets were used for previous years as well as for the current year. 
Prepaid and accrued items of expense were separated from expenses of. 
the current year. Any changes made in these accounts were, of course, 
reBected in corresponding changes in surplus. 

Additional information was obtained from the gin manager, or from 
some officer of the association, on the history of the association, its 
method of financing, number of members, size of plant, type of 
power, buainess organization and practices, dividend policies, and 
other subjects. This information was intended for use in analyzing 
the financial data, and also in preparing subsequent publications 
dealing more specifically with these subjects. 
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Importance of Cooperative Cotton 
Ginning in 0 klahoma 

Number and Size of Associations 

T HERE were 95 local 888Ociations op~rating cotton gins in Okl .. 
homa during the 1933-34 season. Their geographical location 

is shown in figure 1. Each of these 888Ociationa was a separate local 
organization with its own board of directors genero.lly consisting of 
five members. The total membership of these 888Ociationa W08 about 
12,600, some 11,000 of whom ginned cotton at cooperative plant. 
during 1933-34. In addition, some 6,000 nonmember patrone al80 
used the ginning and other facilities of these associations. 

OKLAHOMA COOPERATIVE COnON-GIN ASSOCIATIONS 
1933 - 34 SEASON 

Flavu t.-MOIt of the cooperative cotton giDJ in Oklahoma are located in the eoutb
wes.tern part of the State. 

Volume of Cotton Ginned 
The 95 cooperative gin 888Ociations, operating 1Lli percent of the 

active plants in the State, ginned 260,717 bales, or 21.1 percent of the 
1933 Oklahoma crop (table 1). For all counties in which one or more 
cooperative gins were located the cooperative 888OCiations, although 
operating only 20.6 percent of the active plants, ginned 30.4 percent 
of the cotton. In Greer County the cooperative associatiOIlll ginned 
65.7 percent of the total cotton, operating only 40 percent of the 
active gins of the county. In 4 counties more than 40 percent of 
the cotton was ginned at cooperative plants; and in 12 counties, more 
than 25 percent. The average volume per plant for the cooperative 
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gin associations was 2,607 bales as compared to a State average of 
1,268 bales for other gins, riot including the' cooperatives, and an 
average of 1,547 bales for other gins in counties where there was one 
or more cooperative gins. 

TABLE I.-NUMBER OF ACTIVE G,N PLANTS AND PERCENTAGE OF 

COTrON GINNED COOPERATIVELY IN SPECIFIED COUNTIES· OF OKLA
HOMA 1933-34 

Number or gin plant.! RunnlnR' bales ginned Avel'8lnl volume 
single plant 

Oountlea l 
Ratio Percent. Other 

Coop. of coop.. Total Cooper- age thlUl !lO- C .... 
Total I ginned erative eratlve erative gins I at1veglna by coop- operative gI .. to total eratlvea gIoa 

--------
Numbn N ...... Percent Bala Bola p",,", Bow B·du Greer _____ • _. ___ :0_. _________ 

20 8 40 .• 36,731 ID,475 66.7 1 .... ~'" Jackson ___ • ______________ • __ .. 12 3<.3 ...... ...... .... 1 .... ~ ... KiowlL •• ________ • ________ •• _ .. 12 3U 74,496 31,8(K 42.7 1,941 '.'" Caddo. _____ "' ____ '_0 ________ .. .. 31. 3 16,969 81,414 40.8 1.830 ~ ... Cotton. _______ ••. ___________ 10 • 20 .• "'720 ..... 3 ... 1 .... ..... Canadlan. _________ . ________ " 8 • .... 18, 106 6,148 .. .. 1 .... 3,074 Washlta ___________ •• __ ••. ___ .. 7 20.' M.328 18, 175 32.2 1,413 ~ ... Comanche_ ••• _ •••• _. ___ •. _ •• 18 • 2U 31.043 9 .... 2 30.4 1 .... ~361 Beckham ••••• _ •••• ___ •••• __ • 8. 7 23.3 50,765 13.809 27.' 1 • .., 1.073 
CU8tet ••••••••••..•.• _ •...• _. .. 8 21.4 21,938 ..... 26.' 1,458 1 .... Jel'lerson. ___ •• ____ .•••• ____ ._ 

" 8 15.8 34,927 ..... .. 8 1,619 '.'" Tillman. __ ••••••••••••. __ ._. 34 7 20.' M.148 ..... 7 ".8 1088 3,467 
Orady ••• _ •••• _ ••••• _ ••• __ • _. 82 • 9.' 60,161 11,767 23.' ~3" a. 9Ig 
Blwne ••• _ •••• _ •.•.. _ .....•.. 13 • iti.' 21,291 40,499 21.1 I ..... ~ ... 
HlU"lDon._ •••• _." ••• " •••..... .. • 14.3 27.187 5,458 ".1 1,811 ~'29 Dewey .••• ". __ ••••• __ •.••..• 12 1 8.3 14.757 ~'73 18.1 1 .... ~.73 
McClaiD ••••• _ •••••••• _ •.•. _ 18 • 11.1 ZJ,327 a,sn lao 1,218 1,921 
StepheDl ••••••••••••.. _ ..... .. • 13.3 ,.,,'29 ",357 , .. 1,721 ~ 170 Ch!vuland. _. ____ • _ •• _ •• _ •••• 7 1 14.3 10,99fo 1 .... 14.6 1 .... 1 .... 
Okfusk8e ••••••. _ •• _ •• _ ••• _ •• 20 1 ••• 17,876 ~"2 13.7 812 ~ ... 
Garvin •.. _ ••••••• __ •.•. _ .... .. • 8.. 37.591 3,'00 • •• 1,472 1 .... 
Pontotoc ••••• __ ••••• __ .•.•.• n I 9.1 9.367 ... ••• '" ... 
BOler MUls •• _ .....•••••..•• .. 1 .. , Iti. 132 .,. •• 8 1.018 .,. ------

All counties having . 
coope.mttve gins .•••• ... '100 20.' ....... 260.717 SO., I,M7 2,'" 

All oountlell in State .• _ ... '100 11.5 I, Z3S, 861 260,717 21.1 1.283 '.60'1 
I Oountles ere arrayed by peroentage of total bales Iinned by ooopera.tlves. 
I U. 8. Department 01 Commerce, Bureau of Census, Cotton Produotion in the United Stat •• Crop ot 

IU83. . 
• 6 of the ali oooperative aasocIBUODl bad 2 complete plants. 

Total Business Transacted 

The combinBd gross srues of the 95 associations s.mpunted to 
$8,309,774 in 1933-34, an average of $87,471 per association (table 2). 
More than half of this amount, or $5,453,679, represented sales of 
115,796 bales of cotton purohased from patrons. Total revenue from 
ginning tolls alone amounted to $1,004,418, or an average of $10,573 
per association. The sale of 83,425 tons of cottonssed amounted to 
$1,171,949 for all associations combined, or an average of $12,336 per 
assooiation. The sale of bagging and ties was $260,295 for all asso
oiation.. Gross sales of side lines, such as feed, coal, and supplies, 
was $410,231; and misceUanoous income $9,202 for all 95 associations. 
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TABLE 2.-CONSOLIDATED INCOME AND EXPENSE STATEMENT or 95 
COOPERATIVE COTTON-GIN ASSOCIATIONS IN OKLAHOMA, 1933-34 

Item All .-ocJatlom 

Cotton: Quo"'U, A fIIG'U'" QuIllU, A"..,.IlI Bales (baIeB) ______ "._. __________________________ .•• _______ 116. ~ 16. W, tl7V I. alg ~7. 4fJ'l 
Total (lOll' or cotton 101d .... ___ . ___ • ____ ..... __ ._. _. _. ____ .. ' _ _ 6, 4UV, 677 &I. MI' 

Income from oolloo. _____________ • ______ . ______ ..• _ . __ ... __ . ___ .. ...16> 
Cottomeed: Salsa (tona). ____________ ... _______________ ._ .' •. __ ._._. __ 83, W 1.171, Me 

To&al COlIt of cottomreed IIOld. ____________ . _ ... _ .. ___ ... __ .. _ _ U74,I18 

Iacome from cottonseed _____ . _______________ ._ ".__ __ __ _ ____ _ __ _ _ lin. 673 

Coal. teed, supplles: Bales _______________ . __ .• _ .•••• ______ • _._. _. _. _._. _. __________ . ____ . 410, zn 
TotaiCOltotaalel ________ ... _______ •• _ .. __ . __ ._ •••• _ .••.• _ ... _.__ _ 4OIt,In'2 

Inoome from ooaJ. feed,IUPpl1ae ________________________ .. __ ._ .... ... 

... 
... 

12,3.~ 
10, :11'17 

~""' 
4,1'1 .,.1' 

I 

BaufDR and t1ea: 

~~e:~rt!~~-aiicrii8i~::::::~:::::::::::::::::::::::::: _.~:~. rrl;:uJ 2,747 ~:= 
I----I---~~----I-~-Income trom banlaI and Uea. __________________ •.. ___ . 82, 87J 171 

Ginning: 
Revenue: 

Balee __ . __ • ___ . _________ • _ ••• ___ ._ • ___ • __ • ___ • ____ .. _. ",717 _ ••••••• _ •• _ 
. 100 pounds aeed cotton. __ • ______________ ._. ___ •.. _ .. 4, ftliO, 616 1, 004. 418 

EIPeWJe8 ____________ ••• __ •.••• _ ••• _____ . __________ ._ •• __ • __ .. _. __ 91U, OUO 

Assets, Liabilities, and Net Worth 

The combined total assets of the 95 associations, after allowing for 
depreciation on buildings, gin machinery, aDd equipment, amounted 
to more than $2,720,000 as of the end of the 1933-34 season (table 3). 
This was an average of $28,640 per association. Fixed assets com
prised chiefly of gin mo.chinery, buildings, and land, made up nearly 
75 perceDt of the total assets. A small portion of the fixed assets, 
classified in table 3 as "other fixed assets", consisted principally of 
filling stations, grain elevators, and store buildings owned by a few 
of the associations. 

This relatively large investment in fixed assets sometimes makes it 
difficult for members to raise the initial capital required for a newly 
organized cooperative cotton-ginning association. However, it gener
ally assures more continuous patronage of the cooperative year alter 
year by members seeking to protect their large investment. 

As a rule the amount of cash on hand and the inventories are the 
only real CurreDt assets of a cooperative ginning association.' These 
two items made up only 12.3 perceDt of the total assets. Nota and 
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accounts receivable on hand at the close of the ginning season fre
quently indicate "frozen" rather than current assets; and as a rule, 
represent the amount of ginning charges or sales for the previous year 
or years which are still uncollected and must be carried over to the 
next season. A large percentage of the total at the end of each year 
later proves to be uncollectible. This indicates the desirability of 
either charging off accounts known to be uncollectible or setting up 
sufficient reserves to cover those that are of doubtful value.. As 
shown by this study, however, accounts and notes receivable made 
up only 5.8 percent of the total assets. 

TABLE 3.-CONSOLIDATED BALANCE SHEET OF 95 COOPERATIVE COTTON 
GIN ASSOCIATIONS IN OKLAHOMA AT THE CLOSE OF THE 1933-34 
SEASON 

110m 

Current BlIS6U: 

All ..... 
olatlons 

Casb on hand and in banks •••••.••• ____ ______________________________ $269,524 
Inventories. ______ . _______ ... ______ •. ___________ . _____________________ 76,001 

A_ 
por 
.",.. 

elation 

$2, 73' ,.. 

For· ""tag. 
01 

Iotal . 

••• U 
Accounts and notes reoe1vablo. _ -- --.- -------------------------- .. ____ 1_--'''::,'':.:'::73+.....:::.=:=-1._.,::.:: 

Total CllI1'6nt 8S96t11 ________ ._ •• ____ • ________________________ 0 ____ , _. 492,088 
1,'" ••• 
6,lSO 18.1 

Otber assets: Stock subscription notes. ___ • _____ . __ ________ ___ ____ ___________ _ ______ 175, ti31 
InvMtments, deposits. etc. ___________ .. __________________ •••••••••••• :_. __ .~.:. ... '-::..I __ =-I __ =.:: 

Total other 888815. __ • _ ""_"' ____ . ___ ..... _ ......... __ ........ _ ____ D. 382 

1,847 ••• ... L. 

~1" ,. , 
Pb;ed 8IS6ts: 

Land .....•. ____ •.... __ . _ .•• ____ • __ •• _____ .• ______ ._ ._._. _ ._" •. _____ ow 116,311 
BulJdlDgllI. ___ ••• "._ •••..•. _ ... _. ______ ._. _______ • ___ ow _.__ _ ____ _ _ ___ 532, 030 

1,214 ... 
" IlOO 

18_6 
Oln machinery and equipment ,____________________ __________________ 1, 300, 529 18,0lI0 4:7.8 Office furniture and flxtures I. _._._. _____________________________ •. ___ 10,152 107 ,. 
Autos and truck. 1. _____ • _______ • ________ •• _._. __ • __ • ___________ ._____ 1,8IWc 

'" ,1 
Other flxed 8SIiIIIts '---- -.-- _ -- -- ________ --- _ --- --- _ -- ---- __ ------ _ -- ___ 1 __ "-"'-'_26_

1 
____ _ 

Total hed 8.8llllltI ________ • __________ • __ • ______ • ___ ._ ••• _ •• ________ ._ 2, 017, 812 
Prepaid Upen5III_. _ ._ •• ____ • ________________________ • _________ • _ _ __ _ __ _ _ 2, G78 

"'" ... 
'L"" 7U .. ,1 --------Total aaetL. __ •• ___ • ___ • _______ • ________ •• _ •• _. _________ • __ ._ •• ____ • 2, m, 780 ... .., 100.0 

= 
LiabUitiu /lnd rut IOO7tA 

Current lIablIItlea: Acoount:ll payable _______ • __ • __ ._ •. ___ ._ ••• _. __ • __ • ___ ._ •• _____ • ______ _ 
Accrued expengeS _______ •••.• _. __________ •• __ . ____ ••• _ •. _ ... __ .... ___ _ 
Dividends payable and members' credlts .•.•.... __ ....• __ .• __ .•..•. __ 

31,327 ... l.2 
.. ,Zl8 .OO ... 

illS, 233 ~ ... 7.' 
Total CIUITIIlt llabllltl6ll •... _. ___ •• _ ••• ___ .•• ___ ._ •••••.••.•...•... _. 8lG, N8 .,330 11.7 

PiDd liabilities: 
Notes payable_ ._. __ .• _._. ____ .. ________ .. _. _ •.• ___ • __ ... _ .. _. __ ... _._ 
Mortp,ps payable. __ .. ___ .. _. __ _ _ ... __ ..... _ .. ___ ._ •.... ___ • __ 

8lI,V06 .. , '.3 
682,816 6,924 :11., 

Total .8xed llabWtl8II._. ____ •. __ ._ ... __ . __ .•. _ .. __ ..... _ ... __ ...... _. Mi2, 7liI1 ~871 .... 
TotalllabWtles.. _______ • ___ . _______ • __ ...... _ .. __________________ . __ gog, lI18 10,D 36.7 

Net worth: 
Oapital stock_ .~ _________ . _. __ . _ ... _ .. ___ . ____ ._ .•.• _. _ ... _. --. -... -_. 
SurplUS •• _______________ •• _ •• __ •• ___ • _. _______ • __ , __ -. - •••••• - - •• - -. __ 

1,~,04~ IG,31G ~7_0 
201. UIB ~ll' ',8 

Total net wurth ___ . __ . _ •• __ . ____ .. ________________________ . _ .. ___ . __ 1,71U,MI ...... 64,S 

TotailiabillUes and Det worth. _____ . ________ .. _. ____ . ______ . ____ . __ ~ m. " .. ... ... ..... 
I Or1aiDal OOIt lea deJ)reoiation. 
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Stock subscription notes representing unpaid balan~8 on sub
scribed capital stock amounted to 6.5 percent of the total aeeets. 
These notes were, of course, secured by the ahares of stock for whi~h 
they were given in purchase. Collection on these stork lIubecription 
notes i3, for the most part, made hy off setting dividend payments .. 
credits. Investments and other miscellaneous aeeets, including utility 
deposits and similar items, were only 1.2 percent of the total assets. 

The total liabilities were 35.7 percent of the total BBPets. Notes 
and mortgages payable owed to gin-machinery and other machinery 
companies, individuals, local banke, and tbe bank for cooperatives 
were 24 percent of the total assets, and made. up more than two
thirds of the total liabilities. Such total amounts or in.tallments of 
these notes and mortgages that were already past due or would become 
due within 12 months would have been more properly shown .. 
current rather than fixed liabilities. 

Accounts payable at an average of $330 per II88Ociation were reIa
. tively small. Accrued expenses, made up principally of interest, were 
rather large in relation to the financial size of these organizations, 
avero.ging $950 per association. 

The liability account, "dividends payable and members' credits", 
which averaged $2,055 per association, probably did not represent an 
actual liability for many of these associations. Thin grouping W88 

resorted to in combining the balance sheets, as it was impossible to 
determine from individual balance sheets whether the intention W88 

to pay these liabilities in cash or by isouing additional stock. In 
some instances, thin account included "certificates of indebtedn688" 
that had been isoued in lieu of dividends. Dividend. formally 
declared by the board of directors are an obligation of the association 
for which it might be sued to force payment in much the same way as 
it might be sued on a note or account payable. "Certificates of 
indebtedness", likewise, were in most cases intended to be valid obliga
tions of the association. 

Credits on stock, on the other hand, in no case represented a 
declared liability of the association, but rather, a mutual under
standing that a share of stock would be isoued upon the accumulation 
of dividends sufficient to equal the par value of one share. Credits on 
stock, which in practically every case were isoued to membera only, 
represented patronage dividends that had been declared and were to 
be paid in additional shares of capital stock. They were, therefore, 
in the nature of part payments on additional stock, to be converted 
into stock formally isoued when sufficient amounts were accumulated 
to equal one share at par value. They were really a form of surplus 
that was in the ·process of being converted into capital stock. Con
sequently, had it been possible to accurately separate these credits 
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from dividends payable, and from certificates of indebtedness, they 
could have been shown more COlTOOtiy as a part of the net worth 
than as a liability. As a result, the li .. bilities of these associations, 
as shown by the combined balance sheet, would h .. ve been less and 
the net worth correspondingly more, which would h .. ve given the 
members .. slightly higher equity than shown. This emphasizes 
the desirability of clearly showing in a balance sheet the correct 
design .. tion of such accounts. 

Net worth wa.s 64.3 percent of the total a.ssets. This 64.3 percent 
wa.s the equity of the members in the $2,720,760 of total assets. Of 
this total &mount 57.0 percent was represented by c .. pita.! stock and 
7.3 percent by undivided surplus. The members of these aesociations 
h .. d invested a total of $1,751,241, or an average of $18,434 per 
association, either by purchases of stock or by the reinvestment of 
ea.rnings in financing the a.ssoci .. tions. 

MemberS or stockholders a.cquire equity in two principal ways: 
(1) Origina.! investment in c .. pital stock, .. nd (2) net e .. rnings th .. t are 
left in the associ .. tion by members. Undivided ea.rnings are shown 
in the b .. lance sheet as surplus. The sum of surplus and ca.pita.lstock 
represents the tot .. l &mount which the stockholders or members h .. ve 
invested in the cooper .. tive a.ssoci .. tion. These two accounts com
prise the net worth of the a.ssociation, or the total amount of money 
which would rema.in if .. II a.ssets were sold at book value and all in
debtedness paid. 

Equity oj Members in Assets oj Their Associations 

Equity of members in the a.ssets of their a.ssociations, as used herein, 
is the percentage of tota.! book value of the assets which is free of all 
indebtedness; that is, equity is net worth expressed a.s a percentage 
of total assets. As mentioned above, the stockholder-members of 
the 95 Okl .. homa cooperative gin a.ssociations h .. d .. n equity of 64.3 
percent in the tota.! assets of these a.ssociations. In other words, 
the stockholder-members owned, clear of indebtedness, an average of 
$64.30 for every $100 of book value of a.ssets. 

TABLE 4.-AvERAGE EQUITY OF MEMBERS IN 95 OKLAHOMA COOPER
ATIVE COTTON G,N ASSOCIATIONS, AT THE CLOSE OF THE 1933-34 
SEASON, BY YEAR OF ORGANIZATION 

A_· A ...... A=<1a- Av ..... 
Y ... ,....ued UOIII equity of Y_- u .... equity of ..... - .......... 

Mo_ """'" 
N._ p",,", 

1019 to 1020. __ ••• ____________ • • ,3.1 ID _____________ . _________ . __ 
21 ... , 

lint to UI26.. _____ • ______ ._. ___ • .... lliJ30 to 1812... _______ •• ________ 
8 .. , 1928 __ • ____________ • __ • _______ , .... 1927 ____________________ •• __ •• .. no Tosal or averap... ______ •• oo.. 

lir.i8 _______ • ___ ~._._ •••••••••• m 4U 
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There was, however, considerable variation between dilTp.rent BlIRO· 

ciations. For 39 associations the equity of members was over 80 
percent. About half of these 39 associations were practi~.nlly free 
of all indebtedness, the members having 98 to 100 percent equity. 
The members of 11 associations had less than a 20'perct'nt equity in 
the assete of their association. A classification of associations 6CI',ord. 

ing to the percentage of equity of members at the end of ths 1933-34 
season, follows: 

Number of &88Ociatione according to percentage of equity: 
Lesa thaD 0.1- _________________________________________________ . _ 4 
0.1 to 20.0 ________ . __ . _ . _ _ _ _ _ _ _ _ _ _ _ _ . ___ . ___________ . _____ . _ _ _ 7 
20.1 to 40.0 ________ . ____ . _____________________ . ____ . __ . _ . ____ .. _ 1\ 
40.1 to 60.0 ____________ . __ . ____ . ____________________ . ____ ._ _ 18 
60.1 to SO.O __________________ . ____ . _____________________ .. _ 16 
SO.1 to 100.0 ____________________________ . ____ . ______ . ___ . 39 

On an average, the equity of the members tended to be 1tl88 for the 
&!!8ociations organized in more recent years (table 4). There are 
probably two reasons for this. The younger aasoeiations operating 
at the time of this study included some on the verge of bankruptcy, 

• while- similar associations among those organized during earlier years 
had already railed and their records were, of course, not included in 
this table. Moreover, the older associations had used a certain amount 
of their net earnings year after year to payoff the indebtedness in. 
curred at the time their gin plante were purchased. 

MEMBERS' EaUITY IN OKLAHOMA COOPERA liVE COTTON.GIN ASSO· 
ClATIONS, 1933-34 

" 

-uH-~++--1_------------_fl~------~--------_+--~ 

y.". OROANIZED 

FIGw.E 2.-Equity of membert i. not necesaarily dependent on the number or year. the 
UIOCiation hat operated. 
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The average equity of the members by year of organization as 
shown in table 4 is perhaps misleading, in that some individual 
associations organized in more recent years show a high equity for 
their membe.,,; where"",, othe." organized in earlier years show a low 
equity. There w"",, a tendency, however, for the older associations to 
show the greater equity. The equity of each individual association 
by the year orgauized is shown in figure 2. 

Average Investment oj Associatians 

More than half of the cooperative cotton-gin associa.tions ha.d 
between $20,000 and $30,000 of total assets; 12 had less than $20,000; 
and 8 more than $40,000. The following is a c1assifica.tion of all 
associations at the close of the 1933-34 season, according to their 
total assets. 

NutllbtT 01 
Total assets: . ~ 

Less than $20,000 __ • ___ •• _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ 12 
$20,000 to $24,999_ _ _ _ _ _ _ _ _ __ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ __ _ _ _ _ _ _ _ 31 
$25,000 to $29,999__ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 23 
$30,000 to $34,999__ _ __ _ ______ __ ___ ____ _ _ __ ___ _ _ __ __ _ _ _ ____ ______ 13 
$35,000 to $39,999__ _ _ _ _ _ _ _ _ _ _ _ _ __ __ _____ _ _ __ _ _ _ _ _ _ _ _ _ ____ _ ______ 8 
$40,000 or more~ __________ • __ • _ _ _____ __ _ __ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ __ __ 8 

To~ ________________________________________________________ 95 

The variations in the amounts of total assets a.re due to several 
factors, the more important of which a.re: (1) Size, age, and condition 
of the gin plant; (2) type of power; (3) type of gin buildings; (4) value 
of other fixed assets owned in addition to the gin plant; such as, gra.in 
eleva.tors, filling stations, stores, land, and similar property; (5) the 
amount of current assets on hand; such as, cash, a.ccounts and notes 
receivable, inventories, investments, and similar items. Practically 
all of the difference in the original cost of new gin plants is due to 
number of stands, amount of other equipment, type of power, and 
material used in the buildings. 

The average original cost olthe gin machinery and the power unit, 
not including land and buildings, for plants purcha.sed new in Okl .... 
homa. during the 3-year period 1927-1929, by size of gin machinery and 
type of power is shown in table 5. Since the cost of gin machinery has 
declined during the last few years the figures do not represent present 
replacement costs. They do, however, give some indica.tion of the 
reIa.tive costs of plants of different size. The 4-80 plant of ea.ch power 
type had an average original cost of $2,600 to $3,000 less than the 
5-80 plants.' Oil plants of either size showed a higher average original 
cost than steam plants; while steam plants, in turn, had a higher 
average cost than electric plants. 

s. roomote 1, table a. 
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TABLE S.-AVERAGE CoST OF NEW GIN MACHINERY AND POWIIR 
EQUIPMENT PURCHASED BY 48 OJ<LAHOMA COOPERATIVII COTTON 
GIN ASSOCIATIONS DURING THE PERIOD 1927-1929, BY SIZII OF PLANT 

AND TYPE OF POWER 

Humbar A_ N",. .... "-01_· - 01_· -....... """ .. 
II ....... .. • ... aoo ... '"" • ,,'II) ... - 11 21 ..... 

Electrtc. _______________ . ______________ .. ___ . __________________ _ 
Steam ___ • _______________ • ____ ". _______________ • _______________ _ 
Oil _________________________ . _____ . _. ___ • ______ .. ______________ _ 

I 8lse of plant iII.t.lmated by tbre Dombtro(,m ItUJdI and tMoUID_of ... per Nnel. TI'UDa .... 
plant iI OM c.bat hal fliD"t.aDdI of 8O.WI 8Mlb.. A""" b..UwiII. !au 61La llaQdI 0( ......... 

The relBtive costs of all-<itee1 buildings lIS compared with wood
frame, steel-covered buildings, for 5-80 plants constructed during the 
3-year period 1927-1929, by type of power used, is shown in table 6. 
These figures are not necessarily replacement costa. Comparable 
costs of buildings of all-wood construction are not available as Done 
were built during this period. Most of the gin buildings in Oklahoma 
are wood-frame covered with corrugated steel on the &idee and roof. 
A few of the older plants have all-wood buildings; and &ome of the 
most recently constructed buildings have a steel frame covered entirely 
with corrugated steel. 

TABLE 6.-AVERAGE COST OF SELECTED TYPES OF GIN BUILDINGS' 
FOR 5-80 PLANTS USllfG SPECIFIED TYPES OP POWER, CO"STRUCTED 
BY 37 OKLAHOMA COOPERATIVE ASSOCIATIONS DURING THE PERIOD 
1927-1929 -- P1an .. ostDi 

...... _ ... 
eledricpo .... ............ ...... 

Typo" buIIdlq N ..... A_ N ..... A_ N ..... A_· 
b ... r ... ..... r ... .... 01 ... 

.... of _01 _tof .... buD .. .- buJld- .... bu,ld---- -........ -------
Wood..frame steel-cD"l'4".IL._ •• ________________________ II 17,122 • 17 .... • 17 ••• All-' ________________ .. ___________________ . ___ . ____ , ...... • 11,117 • ,~ .. 

I lDcludee coR or IcxlDd.UoD. 

During this period the costs of all-<iteel buildings averaged about 
$3,500 more than the wood-frame steel-covemd buildings. Within its 
own constructional group, buildings of either type had a higher average 
cost for plants using steam power than for those using oil power; and 
for plants using electric power, a smaller inveetment WIIS made than 
for either of the other two power typee. The difference in the cost 
of the building lIS influenced by the type of power is, of course, due to 
differences in the size of the buildings and foundations required for the 
installation of the different typee of power units. The demand for all-
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steel buildings, although requiring a greater initial investment than 
wood-frame steel-covered buildings, is increasing because of the 
longer period of their usefulness at smaller costs for upkeep and 
depreciation, and bec .. use of the lower fire insurance rates obta.in .. ble 
on this type of building. 

Expenses' 
Classification of Ginning Expenses 

T HE expense statements obta.ined from the cooperative gin associa
tions were uniformly audited. An attempt was made to include 

in the 1933-34 operations all items of expense incurred during th .. t 
season, irrespective of whether or not paid; and to exclude all expense 
items of previous years that were paid and reported as expenses during 
1933-34. 

The item~ classed as ginning expenses in this study are those ordi
narily shown as such in the annual income and expense statements of 
most cooperative cotton-gin associations. For purposes of analysis, 
these expenses were divided into three ma.in groups. The first two 
groups are directly connected with the operation of the gin machinery, 
the third group with the management and the ma.intenance of the 
office. All of the overhead expenses, such as manager's salary, office 
salaries, office supplies, and similar items, are considered as part of 
the necessary expenses of ginuing proper. The following classification, 
which is common to most cooperative gins, was used: 

1. Operating expenses: 
Labor. 
Fuel and lubricating oil. 
Repairs and gin supplies. 
Miscellaneous. 

2. fixed expenses: 
Insurance. 
Taxes, except Federal income. 
Depreciation. 

3. Administrative expenses: 
Manager's salary and expense. 
Directors' fees and expense. 
Office salaries. 
Auditing and legal fees. 
Telephone and telegraph service. 
Office supplies. 
Advertising. ---

• The term ''upenses'' rather tban DOSia bas been used In thls analysia. as Interest on investment has not 
been oonaidered. 

11871S·~'7----2 
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There WBS some variation in the terminology of expense acrounfA of 
the B880ciations; and it is recognized thnt some discrepnncil'8 still exiet, 
although the records of each B880ciation have been rareCully audited. 
An attempt WBS made, however, to clB88iCy uniformly the expense 
itelDB in the records oC all 95 B88ociations in the following manner; 

Operating Espense. 

Labor.-All operating wages paid to the gin crew, including the 
night watchman and yardmen, when employed, were shown under 
this account. Labor employed in repair work during the idle IM'lLSOn 
WBS not included here but in the expense item "Repairs." The warieR 
of the manager and office help were not included. 

F'UlJl and lubricating oil.-All expenditures for electric current or 
fuel such BS coal, natural gBS, fuel oil, and distillate, together with 
freight, drayage, and unloading coste on these items were charged to 
this account; and likewise all expenditures for oil and grease used in 
lubricating either the gin machinery or the power unit. Most of the 
B880ciatione reported expenses for fuel and lubrication as one total. 
Since it was not possible to separate accurately charges reported for 
fuel and lubricating oil, these two items were grouped into one ac
count. The expenses for fuel and lubrication alone should not be 
confused with total power coste as the engineer's lahor and deprecia
tion on the power unit were not included here. 

Repair8 and gin 81/.pplies.-In the records of many of the associations, 
all expenses for repairs and supplies were kept in one account. It 
seemed expedient, thereCore, to combine these two items of expense. 
All labor as well as material used in repairing the gin machinery, power 
unit, or buildings were included here, and also freight and express on 
these repair parte. Supplies included such itelDB as tools, broOlDB, 
seed forks, belt lacing and dressing, waste, and other similar items 
used in the operation of a cotton gin. 

Miscellaneous.-Any expense of operation that could not be included 
under the more definite clB88ifications generally fell into this catch-all 
group. It was intended, however, to include only itelDB of an unusual 
nature connected with the operations of the gin plant, as distinct 
from Iniscellaneous expense itelDB incurred in handling cotton, cotton
seed, coal, feed, or other commodities. Drayage charges for ginning 
proper such as hauling dirt or burrs, special services performed for 
ginning customers, and similar itelDB made up a large part of this 
expense account. 

Fised Ezpenses 

JnBUrana.-This account included insurance preIniums of all kinds 
in connection with operation of the gin. Fire and tornado insurance 
on the buildings and machinery, together with compensation or pay-
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roll insurance, made up the greater portion of the expense under this 
account. A smaller pm consisted of premiums on blanket fire
insurance policies protecting the association from loss on its purchased 
cotton and cottonseed, and customers' products while on the gin 
property. Premiums on surety bonds for the gin manager, book
keeper, and officers were a relatively small pm. Most of the associa
tions &!so ca.rried some public liability insurance. 

Taus.-Included in this account were State property, income, and 
sales taxes; Stats corporation licenses; Federal cheek, capital stock, 
and all other Federal taxes except income and excess-profits taxes. 
Federal income taxes were considered as a deduction from income. 

Depreciation.-:This account included the estimated depreciation on 
all depreciable assets. Since there was considerable variation in the 
methods and rates which different associations used in deriving the 
cost of depreciation, this account was recalculated for pmctically all 
of the associations. The amount of depreciation charged as a. ginning 
expense during 1933-34, as well as the reserve accounts for deprecia
tion, were recalculated from the original cost of the buildings, ma
chinery, and equipment. The annual rate of depreciation, based on 
the estimated useful life of different types of assets, used in calculat
ing the deprecia.tion expense for the 1933-34 season is shown in table 7. 

TABLE 7.-EsTIMATED USEFUL LIFE AND ANNUAL RATE OF DEPRECIA-
TION FOR SPECIFIED FIXED ASSETS OF COTrON GINS 1 

EoU· Annual rna ... 
leD.¥tb of tatoo' 
"",ui deprecl-

W. alion 

Yrar. "" .... 15 II» 
30 3!i 

Gin machinery aod poww UDlt ___________ .•• _ •. __ • _______________ •. __ ." ______ ._._. __ 
Buildings: All-sted. __ . _. ___ . __ • ________________________ . ________ ._. ______ ". __ ,_" ._. ______ _ 

"'-ood-frames&eel~vered __________ ... __ . __ • ___________________________________ _ 2S • AU-wood .• ______ .. _____________________________________________________________ _ ., • Ol'll.ce furnitwe and fl.J;tun!lS ________________________________________________________ _ 
10 10 Au'os and trucks. _______________________________ " ___ --- _____ -_ -_ ------- -------- -- __ _ • 2S 

1 CompUed from: U. S_ TreasurY. Bumw of Internal Revenue. DUUQA'!'ION sruolUo Prelim. Rep&. • 
.Iuuary 1931. 

Administrative Expenses 

Manager'8 salary and uptn8e.-Compensation paid to managers for 
all kinds of services, such as salaries, commissions, house rents, and 
traveling expenses, were included in this a.ccount. No attempt was 
made to prorate any of the managers' salary or other overhead ex
penses to cotton, cottonseed, and side lines. 

Direclur8' fees ur upenses.-This account included all amounts paid 
to directors for performance of their official duties. Some associa
tions paid a small fee for each meeting attended; others, the e."<]lenses 
incurred while transacting business of the association. 
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~ aalariu.-5a1aries of the bookkeepers, weighers, and other 
clerical help were shown in this account. 

Awliting and legal feell.-For most of the association. these item. 
of expense represented an annual or monthly fee paid to outside audi
tors for preparing annual reports and making out n6Ceeaary State and 
Federal reports. A few associations reported paying emalll .. gal feee. 

Telephone and telegraph Berrriu.-This account included the usual 
monthly telephone charges and, in addition, long-distance calle made 
and telegrams sent in connection with the operation of the gin. Where 
it wae evident that numerous long-distance calls were made in aelling 
cotton or cottonseed, part of the expense reported under this hesding 
wae charged to the cost of the commodities rather than to ginning 
expenses. 
~ BUppliu.-Blank forms and records used by the B880ciation, 

and such office supplies ae pencils, paper, and ink were included 
under office supplies. 

Adv.!rliBing.-The coat of supplies used for advertising, such &8 

pencils, calendars, record books, and similar items which gina usually 
give to patrons each sesson were charged to this account; also small 
donations to local charity and frequently the cost of flowers for local 
funerals. 

Expenses Other Than Ginning 

Other items of expense which were not considered essential to the 
actual operation of the gin plant were chargeable, not to ginning ex
penses, but directly to the cost of the commodities purchaeed. To the 
extent that any item of expense wae increaeed 118 a direct result of 
buying and selling cottonseed, cotton, or other side-line activities, the 

. amount of the increase wae charged against the cost of the commodity 
handled. However, no attempt WII8 made to prorate any portion of 
the genera.! a.dminist,rative expenses to activities other than ginning. 

Direct costs, such 118 drayage and insurance in connection with the 
handling of bale cotton, cottonseed, and other side lines were consid
ered ae a part of the cost of sales of the commodities. It ia doubtful, 
however, if the handling of cotton and cottonseed and small amounts 
of side lines during the ginning season materially inCre11888 overhead 
expenses. Moreover, the buying of cottonseed, especially, is 80 

essential to the operation of a cotton gin that it would be practically 
impossible to obtain any ginning business without buying cottonseed. 

Severa.! other items of expense to the 8BBOCiatiODS could not always 
be claesed as ginning expenses. It wae necesaa.ry, therefore, to exclude 
the following items from ginning expenses, and to give them fuller 
consideration later under distribution of income: 

Fuleral i1u:<>1M and ezcuB projUB Iazu.-A cooperative gin may be 
exempted from the payment of these taxes by complying with certain 
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regulations of the Bureau of Internal Revenue;" hence, these taxes are 
not included under the ginning expenses. For this reason these taxes, 
where paid, are considered a deduction from total net income. 

lr~erul on notu and mortgagu.-Interest paid on borrowed money 
was likewise not considered as an expense of ginning, but rather as a 
distribution or an income deduction. The expense of operating a 
cotton gin cannot be said to be increased if a part of the capital re
quirements are borrowed. Interest has to be paid, of course, on any 
money borrowed; but it ie a cost to the association or a fixed claim on 
a portion of the income, rather than an expense of operating the gin. 

Lo88U on bad account8.-Accounts charged off were likewise con
sidered as a deduction from income rather than an expense. The 
charges for ginning service were generally payable in cash; and charges 
for ginning and wrapping were usually deducted from the purchase 
price of the cottonseed ginned from each bale. In Oklahoma, a 
charge for ginning and wrapping ie a prior lien on the bale of cotton 
ginned and ie, therefore, collectible if the gin association desires to 
enforce thie lien. Losses charged off as bad accounts during anyone 
year often represent accounts incurred in prior years and, for the most 
part, occasioned by the sale of other products rather than by ginning 
services. Losses on bad accounts, therefore, are not considered as 
expenses of operating a cotton gin. 

Duu.-Annual dues of members paid by the local gin associations 
to general farm organizations, as well as dues of local &ssociations 
paid to civic organizations, were considered as a disposition of earnings 
rather than an expense of operating the gin. 

Principal Expenditures 

The total combined expense of all associations amounted to nearly 
a million dollars for the 1933-34 season, or an average of $9,681 per 
association (table 8). The average expense amounted to $3.53 per 
running bale, and 19.8 cents per 100 pounds of seed cotton. 

Labor and depreciation were the two most important items of 
e.xpense, each of these accounting for about 21 cents of each dollar 
of the total expense. Each of the three accounts-fuel and lubrication, 
repaire and supplies, and manager's salary and expenses-amounted to 
more than 10 cents per dollar of total expense. Insurance accounted 
for nearly 9 cents of each dollar. That is, these 6 items of expense 
make up a little more than 86 percent of the total expense of ginning 
cotton at these 95 establishments. Almost half of the total expenses 
were direct payments for personal services, labor, salaries, commis-

• U. 8. 'l"NutuT. BUNIUl of IDkrnalILeVIIIWL SnlrlPftON O~ "UY.as' "'ND MDB COORlU.TIn IUB .. 
EftPfO ~r\1aClWlD40.\SllOCU'!I0lfL lB. A.1MI2.1T:E:BR. Mimeographed.) 
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sions, and fees. Loca.l and State taxes took almost 5 cenlA o( PllI'h 
dollar of expense and averaged 5473 per 888O<"iation, or a rombinf'd 
total of almost 545,000 for the 95 associations. 

TAaLE 8.-GINNINC EXPENSES OF THE 95 COOPERATIVE CO"M"ON G,N 
ASSOCIATIONS IN OKLAHOMA, 1933-34 

Labor. _____ . ____ .• ___ . ___ . . _ ... _ .. _ •• _ 
Fuel snd lubrlcatinR' all. ___ . ____ ••• 
RepainlMdeuppllM.___ _ . ______ .... 
M~llaneoua 1.4 ............................. _ •• ____ ••••• _. 

l1L"IUranoa ••••. __ •••• _____ .. _. _. ___ . __ . _ •.•.• __ ..•• __ •••. ____ _ 
TUell J. _ •• __ •• _._ •••• _ •••• _. _ •••••.••• __ • " __ ••• _ ••••••••••• 
DepredatiOD. _________ . ___ .... _._ .............. _ ...... __ ... . 
MRD.Btt8I"'S saIary and 8lI:peDI!IeI_. _ •••••••••• _ .• __ • ___ • _ •• _._. 
Dlrecton' fees and upenaee __ ......•...... _ •...•..••.•..•••• 
Offloo aalart8ll_._. _ .....•.•.....•.. _ ...•.. _ .•••••.••.•.... ___ _ 
AudltlnR: and 10Rll1 fees. _ ...•.............••..•••.. _ .••••••.. 
Telephone Rnd telegrapb aervlce ......•.......•....•..•••• _._ 
Office InIpplle8._ •••.•••...• _ ......•.•..•...••.•...• _ .. _._. _ •• 
AdvertlllIDg ..• ___ ....•...•....... _. _ .•....•.....•.• _.". ____ •. 

T ........ _ ............................... .. 

I llelDll directl, connected with the operation of the rln . 
• Not JDcludlna: Fed8raI Jooome and ucaB-protli. w.. 

TntAl 
Jinnln. ....... 
DoIlfir. 
198, 613 
111. 8M 
'011,11711 .. ... 
79,713 ....... 

lHU.301.'; 

.02. "" 
7. OH.I 

32,MO 
'.707 ..... .. "'" UOO 

---
VII, ftIIO 

A. ..... b~PII'-
Pot· 

Rnn- .00 """loa A_ ,.,.,.<b nfttllal - olnl: .. --..... 
.... Ion ------

nou. .. -.. ""'" Pw_ 
~..., 0.7" ... :11. , 
1. atl ... 16 .U 
1.147 .42 .. 11.~ .. ... •• • •• "'" .31 1.7 Of 

m .11 ••• ••• I .... .,. ••• :II' 
Lon .... •• 'LI 

1< ... •• •• ... ... .1 1.1 
.02 ... .2 1.1 
01 ... .1 .7 .. ... • • .f .. . .. . 1 • • ---------

"'"" .... It. 8 ."'. 
Insurance premiums for fire, tornado, and workmens' compens .... 

tion for all 95 associations were almost $80,000, or an average of $839 
per association. The average expense for insurance was 31 cen IA 
per bale and 1.7 cents per 100 pounds of seed cotton ginned. The 
combined expenses for insurance, taxes, and depreciation averaged 
slightly more than $3,300 per association. Exclusive of compens .... 
tion insurance, commodity insurance, and bond premiums, the aver
age association had annual fixed expenses of approximately $3,000 
even though it did not operate. 

Methods of Analysis of Ginning Expenses 

In this analysis the relationship between ginning expenses per 100 
pounds of seed cotton and volume in running bales is the basis o( 
comparing expenses between plante of different size, between plan~ 
having different types of power, and between plante grouped accord-
ing to other factors that affect expenses. . " 

The nature of the relationship for each group having a common 
characteristic is disclosed by a scatter diagram, on which the data 
for expenses and for volume ginned are simultaneoWlly plotted. The 
diagram thWl shows for each gin at its volume in bales the outlay 
required for ginning 100 pounds of seed cotton, and also shows the 
range in expenses and volume respectively for the plante represented 
in the group. In addition, an important feature is the line or curve 
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of average relationship, around which the plotted points or dots are 
distributed. The line smooths out the data and provides a means 
for interpreting somewhat more specifico.lly the extent of the varia
tion of expenses with volume.' 

Quantitative differences in this variation for two or more groups 
of plants that are unlike with respect to a designated characteristic, 
such as size and type of power, are brought out by comparing the 
lines of average relationship at a given range of volume. Tables 
showing the readings for expenses at intervals of 500 bales in volume 
are presented in order that numerical as well as graphical compari
sons can be made. The expenses stated in such tables are nothing 
more than the indicated averages, or the averages shown grophico.lly 
by the lines of average relationship at 500-bale volume intervals. 
Obviously, specific points of volume in bales other than those used 
could have been chosen. 

Ginning" expenses per unit are more commonly stated in terms of 
dollars per running bale than in cents per 100 pounds of seed cotton 
as used in this analysis. Although dollars-per-bale is more easily 
understood, it has some limitations as a unit for expressing expenses. 
Ginning charges in Oklahoma are uniformly made on 100 pounds of 
seed cotton rather than at a flat rate per bale. This is done to allow 
for the variation in the amount of seed cotton from one bale to another. 
For the some reason, a comparison between the ginning expenses of 
two plants is more significant when expressed in cents per 100 pounds 
of seed cotton than in dollars per bale. 

The variation in the quantity of seed cotton per bale depends upon 
the method used in harvesting, the variety of cotton, the weight of the 
ginned bales, and numerous other factors. To gin out a bale of any 
given number of pounds of lint requires a greater number of pounds 
of snapped cotton than of picked cotton, and more pounds of seed 
cotton of some varieties than of others, even though both varieties are 
harvested similarly. Two plants may gin the some number of running 

t The curves shown in this report were fitted by the method oneast SQU8fe9, the general equa tiOD y-a+ bl 
being used. throU8bout. The symbol "y" repreeents upelWIS in cent:!! per 100 pounds or seed cotton and 
":r" volume in running bales. and '"a" and "b" the coWltanb determined. tor the individual cues. Pre
lImJnary tests indicated that equations ot thls I181D.lreciprocal form were. in general. tbe most satisfactory 
tor representing the average relationships indicated by tbe basio data. This method or analysis was lL!I8d 
torasJmnar anal:y8(so(upenses01 purcbasinR' associations by: Harper. F. A.cooPltuun PtJRClUSlNG.&HI) 
lIARItBTINO Oao&.NUATIONII IN N.I:'" YOBI: STATB. N. Y. (Cornell) Agr. Espt. Sm. Bull. 651, 117 pp. Wus. 
1932.. Seep. 77. 

'I'echnlcally each 8C8ttar diagram illustrates a 089EI of net correlation. That Is to say. the relationsbtp 
betl'F9llll the expeoses of KlnnJDg 100 pounds of aeod ootton and volume glDDed In bales is shOWIi. with allow
auot belntI: made for the eff~ of a third factor (sid, type of power. etc.) on upemes. In drawing comparl· 
IIOWI between the CUlvtllS of average relationsbtp for any two groups of plants It would haV8 been more desir
able if the same number of planta bad been represented In each group. The dUDcult)" was unavoidab1e. 
The equations for the Individual curves or Ilnl!lS ofaverap relationship, and the respective lndices of correla
tion and standard errors of estlmate an omitted. It should be pointed out, however. that the reliabillty 
of the line In e&eb C8$8 Is Indicated by the number of plants nprt'GeD.ted and by the Btattee" 01 the plotted 
points or dota about the line. 
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bales from the same variety of cotton harvested in the earne rn&lll1er, 
and yet handle different quantitiee of eeed cotton becaUIMI one plant 
turns out small bales and the other,large. Much of the effect of th_ 
factors that contribute to the variation in the quantity of eeed cotton 
per nmning bale is avoided by expreesing ginning expenses in cent. pAr 
100 pounde of eeed cotton. 

Having allowed for the variation between ditrArADt gins in the aver
age amount of seed cotton per bale, by using cent. per 100 pound. of 
seed cotton 68 the unit of expense, running bales, which is the most 
common measure of the volume of a gin plant, could then be used &8 

the unit of volume. It is preferable to equivalent liOO-pound bales or 
pounds of seed cotton in that it is more readily comprehended. More
over, the number of bales ginned in a given area is not materially af
fected by the method used in harvesting cotton. The Dumber of 
pounds of seed cotton ginned, however, is considerably increeeed if 
cotton is harvested by snapping rather than picking. 

To the extent that the average weight of running bales of different 
associations varied, equivalent liOO-pound bales would have been 
slightly more accurate as a measure of volume ginned. Although 
data were not available on the average weight of running bales ginned 
by each 888Ociation, it is believed that the averages for the aeason 
would be approximately the same. 

In all comparisons except those between plants of different size, 
running bales ginned per 6-80 equivalent plant (per 400 saws) were 
used instead of the actual volume ginned. As will be shown later, 
ginning expenses at the same volume of cotton vary directly with the 
size of the plants 68 long 68 the plants are operating below maximum 
ca.pacity. It was necessary, therefore, in order to use the data for 
each of the 95 aseociations in making comparisons, to adjust the data 
for differences due to the size of plant.. This adjustment W&8 made 
by expressing the actual volume of each plant larger or smaller than 
5-S0 in the number of bales ginned per 400 saws. The volume of 4-80 
and 5-70 plants was increased by the ratio of the number of 8&WS in 
each to 400. The volume of 6-70 or larger plants W88 similarly re
duced. For example, the volume of a 4-S0 plant ginning 2,000 bales 
was adjusted to 2,500 bales. Similarly, the volume of a IO-S0 plant 
ginning 5,000 bales W88 adjusted to 2,500 bales. Since 67 of the 95 
aseociations had 5-S0 plants, it W88 necessary to adjust the volume of 
only 2S plants. Of the 2S, the volume of 21 W88 incre88ed, and the 
volume of 7 reduced. 

As will be shown later, incre88ing the volume of plants smaller than 
5--80, and reducing the volume of plants larger than 5-S0, to the vol
ume ginned per 400 8&WS does not change the relationship between 
ginning expenses and volume when the data for all 95 plants are in-
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eluded in the same problem. Moreover, not only is the total number 
of gins available increased to a number sufficient for satisfactory com
parison, but the distribution within power groups, volume groups, and 
other groupings used is made more nearly equal by using the data for 
all 95 of the associations rather than for the 5-80 plants only. 

Factors Influencing Expenses 
As is generally known among those associated with the ginning 

industry, volume produces greater differences in the per unit expense 
of ginning cotton than any other factor. For this reason an analysis 
of the effect of other factors on expenses must be made at the same 
volume or for groups of gins according to the range of volume rep
resented. 

In addition to volume, the following factors were analyzed to 
determine their effect on ginning expenses: (1) Size of the gin plant 
as measured by the number of saws, (2) type of power used, (3) pro
portion of picked and snapped cotton ginned, (4) percentage of ginned 
cotton purchased, (5) experience and training of the gin manager, (6) 
number of days the plant operated during the season, and (7) per
centage of total volume ginned during the most active calendar months. 
It is probable that many other factors, some of which are not measur
able from the data available, contribute to differences in expenses of 
ginning plants. 

All 95 associations are classified in table 9 by the size and power 
type of their gin plants. Most of these associations owned only one 
gin plant; four associations had two separate and complete plants 
each, and one had a double battery plant. Sixty-seven of the associa
tions, or more than two-thirds, had 5-80 plants; 15 had 4-80 plants. 

TABLE 9.--OKLAHOMA COOPERATIVE COTTON GIN ASSOCIATIONS 
CLASSIFIED BY SIZE OF PLANT AND TYPE OF POWER, 1933-34 

Slse of gin plant I 

Number 01 plants u~11lg indicated type 
of power 

steam. Eleotrio on' 
Total 

4-80 •• ___ ••• __ •• ____ • ____ •. ___ •• _____________________ 15 li 6 __________ 16 
6-70 ______________________________ .__________________ 2 2 2 ________ ._ 15 
6-.80 ________________ .________________________________ 20 SIB 19 _______ .__ 157 
&-70 ______ .__________________________________________ 1 __________ 1 __________ ~ 

~80' ________________________________________ .. ______ 1 _______________________ .______ 1 
10..801_______________________________________________ __________ 1 ____ Moo_a. 1 a 
11-.80'_______________________________________________ __________ __________ __________ 1 1 12-801 _____________ ... _______________________________ __________ __________ 1 __________ 1 

AU ""' •••••••••••••••••••••••••••.•••••••••.• .. .. '" • .. 
I Number or IUds and number of _WI per ltand. For eumple. a f-.8O plant hal" liD stands of80 .ws -. I Includes 2 plants u.rlnl naturs1-ps eDllntJII. . 
• 2comr,lflte planta. 1 with at.e&m power and lwltb oil powv. 
• Doub e battery plant: ODe &-lOud Obe 4-.80 plant under &.be aame rool. 
• aOOlDPlete.PlanlSi eeab plant 1111 tn a .pan.Ui bu.llcUna:. 
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The total number of plants owned by all 6880ciations WILlI the equiva
len t of 100 single plan ts. 

Three main types of power were represented. Thirty .... ix ILlI8Ocia
tions, or more than one-third, used electric power; 29 used steam 
power; 28 used oil power; and 2 associations, having 2 complete plante 
each, operated 1 plant with steam and 1 with oil power. 

Size of Plant and Volume Ginned 

Relaiion to total expenses.-Ginning expenaes nre definitely influenced 
by the size of the plant. If the volume ginned is less than the nomlal 
capacity of the smaller plant (table 10 and fig. 3), the smaller the 
plant the lower the average expense of ginning .any given volume. 
Differences in total expenaes of plants of different size are less lUI 

comparisons are made at greater volumes. This suggests that if 
data had been available for comparison at sufficiently larger volumes, 
the average expenaes of the plants in each larger .... ize group would 
have been less than those of plants in the next smaller .... ize group. 

Within the limits of these data the average ginning expenses of 
4-80 plants were lower than those of 5-80 plants. The differences 
became less pronounced at higher volumes. The exact volume at 
which the average expenses of 4-80 plants would be lUI high lUI that of 
5-80 plante would depend on several factors. For example, if the 
total volume ginned during a given season is brought to the gins over 
a long period, requiring the gins to keep open for a small amount of 
ginning each day, and each gin handles approximately the BaIDe 
volume, the 5-80 plant would be at a decided disadvantage &8 com
pared with the 4-80 plant in that the total cost would tend to be 
greater for operating the larger plant. 

TABLE 10.-iNDICATED AVERAGE TOTAL EXPENSE OF GINNING 100 

POUNDS OF SEED COTrON ON 4-80, 5-80, AND DOUBLE PLANTa, AT 
SPECIFIED VOLUMES 

1,000. ____________ .". __ . __ 
1,500. __ • _ ". ___ • _. _____ • __ 
.. 000 •••..••••••..•..•.••• 2,50(L ___________________ _ 
3.000 ________ • ___________ _ 
3,500 ____________________ _ 

.. 000 ••.....••.••........• 

Tolal eJ:peDAe I per 100 
pounds or seed (lOtton 
ginned on-

~ &-II) Double 
plants plants I plmts' 

c .... 
31./) .... 
3) .• 
18.8 
17 ... 
16.3 
IU 

c.... ""'" 39.7 •••••••• 
2t.4 ....... . 
~.2 . ___ ... . 
21.1 .... __ .. 
IV.O ___ .. __ • 
17.6 23_0 
14.4 21.3 

Total elpmM I per 100 
poundll of M8d ooUoa 
"nnedon-

Ctnu CHIh 
4,MIL ..... _ .... _ ... __ ._ 16.0 16.6 
6.c.w1L. ....... _._. ___ ._ ...... _ .. _ 14. V 
6,.'100. ____ ._ .. _ ....... _. 4 14.1 
a,M __ ._ .. __ ._ .. _ ...... __ ...... _ .. _. ",. 
a,500 ... _ . ___ . _.'. __ .• _ ... __ . _ .. ' •. ____ .• _ 
1,000... ...... .... ...•.... . ..••••.. 

c_ 
I •. ' 11.1 
J7 .• 
17.' 
la.' 
I ... 

I Tbeupeue ftKllf!!S per 100 pound!il afseed cotton may be convert.ed Into pel' bale espnlMl b, multlpI,
ingeach average by tbe Dumbn- of 100 poundJ aIMed coUoD required 10 IPDout a baM • 

• Includes. 6--70 and 2. 6-70 planU. 
S Although data lor only 6 plants are ID('"laded In thl5 r:j:t!he!re rMUtt. we Mt materlall, dlll .... ' .. beD 

data for 22ottlardouble plaota operatioc in Teua w;adar oondJUOJII are lncluded. 
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TOTAL GINNING EXPENSES PER 100 POUNDS OF SEED COTTON 
FOR PLANTS OF DIFFERENT SIZE.BY VOLUME GINNED 

OKLAHOMA COOPERATIVE COTTON-GIN ASSOCIATIONS 
EXPENSE 1733-34 EXPENSE 

t. par Cen per C.nb 
100 Pouncta Pound, 1\ ill jlZES

I 

. 4-80 PLANTS 
100 

30 
~S-8O$I. I~ t-.... T --C lJou6lo PMn" . 

l- . ..... -4-110'5 ,., 

30 

20 20 

10 10 

o 
I 2 3 4 5 6 0 I 2 3 4 5 

o 
THOUSANDS OF BALES GINNED 

40 . 4 o 
5-80 PLANTS 

1\ •. 
:).. 

l:~ . .... ........ I~. , 

DOUBLE PLANTS 

3 

.... . 2 . . t-- r-

o 

o 

30 

20 

10 I o 

o 
0 I 2 3 4 5 I 2 3 4 5 6 0 

THOUSANDS OF BA.LES GINNED 

FIG1JllE 3.-The smaller the gin plant the lower the expenses of ginning as long as the 
season', volume is less than the normal capacity of the smaller plant. 

Cotton ginning is a decidedly seasonal business. A large percent
age of the cotton crop is ginned in a relatively short time, the tendency 
in the ginning industry being to provide plante large enough and in 
sufficient numbers to handle the current supply of ginnings during the 
peak season. If the number of gins in a given area, however, is such 
that by operating on a 24-hour basis they are able to gin each day o.ll 
of the cotton that is brought to them, these gins will be forced to 
operate at much under capacity during the first and latter part of the 
season. For this reason a ginning plant somewhat smo.ller than 
necessary to handle the peak load at the height of the season will 
tend to operate at a lower per unit cost for the season as a whole than 
a plant sufficiently large to handle the peak load. 

It is shown in figure 3 that although in general the greater the vol
ume the less is the per unit expense this does not appear to hold true 
beyond a certain volume. As indicated by these figures, this limit is 
reached with 4--S0 plante at approximately 4,000 bales and with 5-80 
gins at approximately 5,000 bales. It is significant to note that the 
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ratio of 4,000 bales to 5,000 bales is about the same &8 the ratio between 
the number of saws in a 4-80 gin plant (320) and in a 6-80 plant (400). 

None of the double-battery and double-plant gina (8-80 or larger) 
obtained sufficient volume in relation to their size to show the maxi
mum reduction in expenses; but it is reasonable to &88ume that had 
these gins obtained such volume in relation to their size &8 W&8 obtained 
by the smaller gins, the unit costs would have been approximately the 
same as for the smaller gins. On the basis of this &88umption, ths 
double plants would have reached their maximum efficiency at a vol
ume of approximately 10,000 bales. Based on the number of gin saWtl, 
for plants of all sizes represented, no material reduction in per 
unit expenses resulted after a volume of more than 12~ bales per gin 
saw w&8obtained. . 

As indicated by these data, under conditions existing in 1933-34 
with a ginning rate of20 cents per 100 pounds for picked cotton and 
22 ~ cents for snaps (the rate in Oklahoma during the 1933-34 _n), a 
minimum S8&8onal volume of approximately six bales of lint, or slightly 
more than 10,000 pounds of seed cotton per gin saw, must be obtained 
before a gin plant will begin to ehow a net income over expenses. 
Under the same conditions, with an average ginning rate of25 cents 
per ioo pounds, these plants would need a volume of only about five 
bales, or approximately 8,500 pounds of seed cotton, per ow, in 
order to realize expenses. A volume of 5 bales per saw would mean 
1,600 bales for a 4-80 plant, 2,000 bales for a 5-80 plant, and 4,000 
bales for a double-battery plant having 10 stands of 80 saws each. 
It ehould be mentioned in this connection that expenses of ginning, 
as used in this analysis, do not include any return on investment. 
That is, in the above illustration, no return on the investment would 
be realized for paying interest on borrowed capital or dividends on 
capital stock, much less any surplus earnings to be returned &8 8 

patronage dividend. 
The total ginning expense of 4-80 plants &8 indicated by this 

analysis was 8.2 cents per 100 pounds of seed cotton 1_ than that of 
5-80 plants at a seasonal volume of 1,000 bal_a difference amount
ing to $1.23 per bale ginned from 1,500 pounds of seed cotton and 
$1.64 per bale ginned from 2,000 pounds of seed cotton. The ad
vantage of the smaller plants became steadily lees as plants of the 
two sizee were compared at successively higher volumes, Wltil at 
4,500 bales the 4-80 plant had an advantage of only 0.5 cent per 
100 pounds. It is reasonable to aesume that with a seasonal volume 
of much more than 4,500 bales the advantage of the 4-80 over the 
5-80 plant would entirely disappear. Although none of the double 
plants ginned lees than 3,500 bales, the data in .table 10 suggests that 
the total expenses per 100 pounds for these larger plants at volumes 
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less th8Jl 3,500 bales would have been as much above the 5-80 pl8Jlts 
at the same volume as 4-80 pl8Jlts were below. 

According to the data in table 10 8Jl association having a seasonal 
volume of 2,000 bales could save from 50 to 65 cents per bale by 
operating a 4-80 rather th8Jl a 5-80 pl8Jlt. If the normal expected 
volume is 4,000 bales or less, it may be ginned more economically 
with a 4-80 th8Jl a 5-80 pl8Jlt. Recently organized or older coopera
tive associations buying a new pl8Jlt should consider these differences 
in ginning expenses as influenced by size of pl8Jlt. 

It is true, however, that the expense of ginning is not the only factor 
to be considered in comparing the relative efficiency of pl8Jlts of differ
ent size. The greater convenience 8Jld service available with the 
larger plant may more th8Jl compensate for the added expense. 
This seems particularly true in comparing the ~xpenses of single 
pl8Jlts of different size. On the other h8Jld, associations that own 
two complete pl8Jlts are frequently forced by their patrons to operate 
both pl8Jlts in order to give immediate ginning service during much 
of the season when the daily volume could be h8Jldled with only 
one pl8Jlt. 

It appears that the size of the gin pl8Jlt should be somewhat smaller 
th8Jl is needed to h8Jldle the daily peak volume during the rush period 
on a one-shift basis. By storing some of the excess volume of seed 
cotton each day during the rush season 8Jld operating the pl8Jlt 24 
hours a day, if necessary, the daily capacity of a gin pl8Jlt may be 
materially increased. Moreover, storage space for seed cotton C8Jl 
be provided more econoJ,llically than additional gin machinery. 

There seems to be no signifiC8Jlt difference in the efficiency of 5-80 
and 4-80 plants when the two are compared at volumes proportionate 
to the size of each. As measured by the number of saws, a 4-80 plant 
is only 80 percent as large as a 5-80 plant. There is very little differ
ence between the average expense per 100 pounds of seed cotton of 
5-80 plants at any given volume and 4-80 pl8Jlts at 80 percent of 
this volume. For example, the average total expense of 5-80 plants 
at a volume of 2,500 bales was 21.1 cents per 100 pounds; the average 
expense of 4-80 pl8Jlts at a volume of 2,000 bales, or 80 percent of 
2,500, was 20.9 cents per 100 pounds (table 10). Even if it is assumed 
to be significant, the difference of 0.2 cent per 100 pounds of seed cotton 
would amount to only 3 cents per bale for bales of 1,500 pounds, and 
4 cents for bales of 2,000 pounds. 

The differences in expenses per unit, indicated by this analysis as 
being associated with additional intervals of 500 bales in volume, are 
shown for plants of each size (table 11 and fig.4). The data in table 
11 were calculated from those contained in table 10. For example, 
average total ginning expense per 100 pounds of seed cotton for 4-80 
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plants, as shown by table 10, was 31.5 cents at 1,000 bal.,. and 24.4 
cents at 1,500 bales. The difference between 31.5 and 24.4, or 7.1 
cents, as shown in table 11, is the resulting difference for "-SO plants 
in expenses per 100 pounds of seed cotton between those ginning 
1,000 bales and those ginning 1,500 bales. Other per 100-pound 
figures were obtained in a similar manner. 

TABLE H.-REDUCTION IN AVERAGE EXPENSE OF GINNING 100 POUNDS 
OF SEED C01TON ASSOCIATED WITH 500-BALE INCREASER IN VOLUME 

FOR HO, 5-80, AND DOUBLE PLANTS 

Reduction 1 In ~Dnlna' Rflduction I In rtnnlnr 
uperuI8per 100 poundJ ftlf,..nM PI'I' 100 pound. 
of II8IId cotton of lINd mUoD 

Ioareue In bal. ginned ]0."...10 baI_.IDlled 

4-80 lHIO Douhle 4-'10 &-'10 Onllhl. 
plau&a plaDla I planta' plang plaoU' plabta' 

------1---1---1---11-------1------

'"" CnU, '"" 1,000 to I,MIL____________ 7.1 10.3 •••••••• 
UOO to 2.mL __ ••••••••. a. .. 6.2 _______ _ 

2.000 to 2.600._ •• ___ ••••.• 2.1 8.1 _______ _ 
2.500 to3.0IXL ______ .____ 1.4 2. I _. _____ _ 
3,000 to 3.00)_. _____ •• ___ _ 1. I 1. 6 __ • __ ••• 
8.600 to 4,OI.IL. _____ •• _._ .7 1. I 1.7 

I A.!n6unt by whtch 8XpenBeII were lowered • 
• Includes five 6-70 and two 6-70 planta. 
, Includes da'- for only" double plants. 

Cnt/~ 0111. 
f,OOOlo4.1iOO.____________ 0.0 0., 
4,I'JX)to 6,(X)() __________ •••. __ •.•• _ ,8 
6.000&06,6(1) ______ ._ .. _-- ____ ••• _ .0 
6,MJO to e.(l)O ____ • ___ . __ ._ 
e,oon to e.!lfJO. ________ ._ ••.•• _. ______ •.•. _ 
8,600 to 7,000. ___ . ___ . _ ..... _ •.. _. _._ ..• __ 

Cmt, 
1.' 
1.1 
•• •• .7 
•• 

ne indicated differences in total expenses of 4-S0 plants at 1,000 
bales and at 1,500 bales is 7.1 cents per 100 pounds of seed cotton, 
while the difference between a 3,500- and 4,OOO-bale volume for plants 
of this size is only 0.7 cents. Similar tendencies are observed for 
plants of other sizes with respect to the difference in per unit expenses. 
It is significant, however, that for each group of plants of larger size 
there is a more pronounced diminution of the difference in expenoes at 
higher points of volume. For example, for the 5-S0 plants, 10.3 
cents difference is observed between plants ginning 1,000 bales and 
those ginning 1,500 bales, as compared to 7.1 cents for the 4-S0 plants; 
likewise the difference in expenses of 5-S0 plants ginning 3,500 bales 
and 4,000 bales is 1.1 cents and for 4-S0 plants, only 0.7 cent. 
Double-battery plants compared at these volumes showed a differ
ence of 1.7 cents, which is slightly more than for 5-S0 plants. Similar 
computations might be made for intervals of volume greater than 
500 bales. 

With respect to reduction in expenses, !leCUring additional volume is 
very important to an association that has a low volume relative to the 
size of the plant, but it becomes less and less important at higher 
volumes. Although not conclusively shown by these figures, there 
obviously is a point in volume for gins of each size group beyond which 
no additional reduction in per unit expenses could be obtained with 
additional voluine. 
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In the ;"'lationship between volume and per unit expenses, a coopera
tive gin is in a position somewhat different from that of an ordinary 
commercial gin. Since patronage dividends of a cooperative gin are 
paid on a per unit basis, the dividends per unit will not be increased by 
additional volume after the point is reached at which no further reduc
tion in per unit cost is obtained. At this point a cooperative gin is 
operating at maximum efficiency; and increased volume obtained by 
expanding membership or other means, would result in wearing out 
the plant more rapidly by reason of the additional volume, with no 
greater return per bale. For a commercial gin, on the other hand, 
additional volume would net the owners more total income as long as 
the revenue per bale was larger than the expense per bale. 

REDUCTION IN GINNING EXPENSES RESULTING FROM· 
INCREASED VOLUME, BY SIZE OF PlANT 

OKLAHOMA COOPERATIVE COTTON-GIN ASSOCIATIONS 
1933-34 

4·80 PLANTS 

12r------------------------------------------, 
5·80 PLANTS 

10 
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o 

042~---=-------I r- DOUBLE PLANTS 

11 ••• _-
WITH INCREASE. OF VOLUME FROM: 

IGOO 1500 2000 !500 aooo 3500 4OIJ) G)Q 500D 5500 &000 
ro ro ro ro ro ro ro ro ro ro ro 

1500 2000 !500 3000 3500 4000 4500 6000 5500 6000 6500 
W.ESBALESBALflBALESIlAL.ES8ALESBALE$BALE$BA.l.ESBALE$BAL£S 

.... 
ro 

""'" BAlES 

FIGUIlE 4.-The decline in apen&eI as a result of increased volume is greater for plants 
of each larger aize. 
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If activities are to be confined to ginning and handling r.~tton_d, 
opportunities arise, particularly in the southeastern cotton States, (or 
associations having relatively few members to operate thre_tand or 
even two-etand gin plants. They can be operated by a very smo.ll crew 
and at relatively low overhead cost for management. For example, a 
competent ginner with two or three helpers could eMily operate a two
or three-etand plant; and under an active and interested board of 
directors, he could act as both manager and head ginner. By keeping 
a carbon or duplicate copy of all checks, tickets, invoices, and other 
similar records, the actual bookkeeping for the small membership 
could be deferred until after the close of the ginning season. 

Small plants can be operated more nearly at ~apacity throughout 
the ginning season. They are likewise easily adapted to intermittent 
or part-time ginning. Moreover, besides avoiding the difficultiee 
associated with large memberships, a genuine interest in cooperative 
effort could perhaps be developed more eMily in these associations 
without the overemphasized desire for large and immediate financial 
returns. In many communities, as few as 10 or 20 farm-operators 
together with their tenants could very profitably operate a cooperative 
gin plant of two or three stands. Given adequate storage space for 
seed cotton during the peak season, a two- or three-etand plant would 
gin a relatively large volume of cotton. A two-etand plant operating 
24 hours per day during the peak season should be able to gin approxi
mately the same amount of cotton 88 a four-stand plant operating 
only 12 hours per day. 

Operating expenses.-Actual operating expenses vary approximately 
in proportion to variations in volume ginned; therefore per unit 
operating expenses are not related to volume. At volumes above 
2,000 bales operating expenses per unit are not materially aft'ected by 

TABLE 12.-INDlcATED AVERAGE OPERATING EXPENSE FOR GINNIIIG 
100 POUNDS OF SEED COTTON ON 4-80, 5-80, AND DOUBLE PLANTS, 
AT SPECIFIED VOLUMES 

1,000 ______________ . 
l,tiOO ______________ _ 
2,000 ______________ _ 

.................. _. 3,000 ______________ _ . ....,--.-----------. 4,000 ______________ _ 

A verap opera ling HpeDlI8 per 
100 potlDda of -s. mUon 
IInned 08-

4-80 1-80 Double 
plantl plau"- plantl. 

C<oIo 
10.6 
..8 ••• ••• 0.' 
0.. ..1 

I Include. .ave 6-70 and two .... 70 plaut&. 

A verap ()'()II'IItIOl et'P8I* ~ 
100 poun"- of -S out&oa 
""-OU-

C<oU em. ... BOO. ___________ .__ t. J I. 6 

6.«(IIL ••• ~ ••••• _.... •••••••••• 8." 
6.m.~.~.~~ .. _. __ .. .......... .. . 
..00> ... __________ .. __________ ----------. ....,--------------- .. --.. ---- ---- ------1.00> ___ .. _________ • _______ ..... __ .. __ ~ 

c.nu ••• ... .. 
U 
1.1 
1.1 
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either size of plant or volume ginned (table 12 and fig. 5). Very 
little of the difference in average' total ginning expenses of plants of 
different sizes results from differences in operating expenses (labor, 
fuel, lubrication, repairs, supplies, and miscellaneous). Except for a 
slight advantage of 4-80 and 5-80 plants at volumes of less than 
3,000 bales, the average operating axpenses per unit were about the 
same irrespective of size of plant or volume. 

The difference in the average operating expense of 4-80 plants was 
only 0.5 cent per 100 pounds of seed cotton between plants ginning 
2,000 bales and those ginning 4,500 bales. For bales of 1,500 pounds 
of seed cotton, thie 1,500-bale difference in volume would amount to 
a difference in operating expenses of only 7.5 cents per bale, and for 
bales of 2,000 pounds, 10 cents. Corresponding figures for 5-80 
plants would amount to approximately 27 cents per bale for bales of 
1,500 pounds of seed cotton and 36 cents per bale for bales of 2,000 
pounds of s~ed cotton. 

OPERATING EXPENSES PER 100 POUNDS OF SEeD COTTON 
FOR PLANTS OF DIFFERENT SIZE.BY VOLUME GINNED 

OKLAHOMA COOPERATIVE COTTON-GIN ASSOCIATIONS 
EXPENSE 1933-34- EXPENSE 
Cents. ntapa' C-
100 Poll PoUnds ':". ALL SIZES 4'-80 PLANTS 100 
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• 
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3 4 • • o I 2. 34 5 60 
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40 
PLANTS DOUBLE PLANTS 

• 

30 

20 

.' 
...... . . . . -- --r ... _- .. _LQ_-

4 • • o I 2. a 4 5 6 0 
THOUSANDS OF BALES GINNED 

FIGURS 5.-The combined expense for labor, fuel, repairs, and supplies per 100 pounds 
of .ced cotton is not materially influenced by either size of plant or volume ginDed. 
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Fiud upeme8.-Most of the indicated differences in aver~e total 
expenses of gin plants of different size appears under fixed expenst'lll. 
That is, the smaller the gin plant the lower the per unit expense for 
insurance, taxes, and depreciation. Moreover, most of the differen~AlII 
in average total expenses between plants ginning low and high volumes 
may be accounted for by the differences in the fixed expenses (table 
13, fig. 6). 

TABLE I3.-iNDICATED AVERAGE FIXED EXPENSE FOR GINNING 100 
POUNDS OF SEED COTTON ON 4-80, 5-80, AND DOUBU: PLANTS, AT 
SPECIFIED VOLUMES 

Bah.gloDed 

1,000 •••••• ____ .'.'_ 1,:1(1(1.. ____________ _ 
2,000. __ .• ___ .' _. __ _ .. ""' .............. . a,IX_L. _________ _ 
3"Wl._ .. : ... 
4,IDJ... 

AverBJte flxed e:\p9h!le (Mtr 100 
peJundaolaeed coUon Idoned 
OD-

f-8O &-80 Douhle 
plula plante I plant.! I 

""" 14.4 ••• 7 .• ••• ••• '.7 
•• • 

""'. 
... -IU -.. 7.' 
'.1 
'.1 • •• 

I lDcludee 6, 6-70 anrl 2, 6-70 planta. 

DaI_!doDed 

•• MWJ. _______ •.•• _ .• 
5,IJlI) .. 
lI,.'ilM) 
6,nOO 
•• r.oo 
7,000 . 

""vema" .bM fllIfIMl_ PIlI' IflO 
poundt of .... cotton pDned 
on-

4-80 ~ flnuhl. 
plan'" piaoLiI plan'" , 

""', amu a,v 4.0 

••• •• • 
OnII, 

7.' 
ti.? • •• 0.1 
'.S '.7 

, Includ811 data (or onlv 6 double pt.ots. 

The total amount of fixed expenses does not increase at the 8ame 
rate Il!l some other expenses when volume increases. Thus the per 
unit expense for these items decreases rapidly with increased volume. 
From the standpoint of fixed expenses, therefore, volume ginned is of 
more importance than for any of the other groups of expenses. 

The method used in this analysis for estima ting depreciation expense 
does not give any consideration to the effect of volume ginned on 
depreciation of the plant. Taxes are increased by volume only to 
the extent that sales taxes, check taxes, and State income tsxes, when 
paid, reflect volume ginned. . Since the expense for insurance includes 
pay roll or compensation insurance this item would tend to increase 
slightly with the amount expended for labor. 

The differences in fixed expen8eS for plants of different size account 
for more than half of the differences in total expenses. Fixed expell8eB 
make up from 25 to 45 percent of the total expell8eB, depending on 
volume ginned. When a plant of a given size is once acquired, the 
annual fixed expense for insurance, taxes, and depreciation is more or 
less determined for the entire life of the gin plant. Therefore, when 
the cooperative is first organized or when & new plant is built, the 
board of directors has a very important decision to make in selecting 
the size of plant. The directors should attempt to select the smallest 
size that will handle their expected volume during the tife of the plant. 
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FIXED EXPENSES PER 100 POUNDS OF SEED COTTON FOR 
PLANTS OF DIFFERENT SIZE,BY VOLUME GINNED 
OKLAHOMA COOPERATIVE COTTON-GIN ASSOCIATIONS 

EXPENSE - 1733- -34 EXPENSE 
Conti par 

100 Pounds 
poe 

ALL S'ZES 4-80 PLANTS 
c ..... 

'00 .... "". 
30 30 

20 20 

~(5t:. 
. 

DoufC' Pldnu ~ 

4$.':,. - r-...... --II_+-_ l-'0 10 

o I 2 3 4 5 & I 2 3 4 5 & 
o 

THOUSANDS OF BALES GINNED 

40 
5-80 PLANTS DOU BlE ' PLANTS 

40 

30 30 

20 20 

~ .... , . 
.r.;. 10 -- --1------

10 -. . 
o I 2 3 4 5 & I 2 3 4 5 6 

o 
THOUSANDS OF BALES GINNED 

FIGURE 6.-Most of the differences in the per unit expense of plants of different size, as 
well as moat of the decline in per unit expense resulting from increased volume, occurs 
in the expenses for insurance, taxes, and depreciation. -

Administratw. exptnses.-These data indicate that the sma.ller the 
plant the lower the administrative expenses at the same volume. For 
example, at a volume of 3,500 bales these expenses averaged 5.3 cents 
per 100 poundo for double plants, 3.4 cents for 5-80 plants, and 2.4 
cents for 4-80 plants. In general the average administrative expenses 
were slightly lower at the same volume for each smaller size group of 
plants (table 14 and fig. 7). The difference between 4-80 and 5-80 
plants was approxiIpately 1 cent per 100 pounds regardless of volume. 
For the plants of each size group, administrative expenses per unit 
were less for plants having a high volume as compared to those hav
ing a low volume. This difference was more pronounced than that 
observed for operating expenses, but less than that for fixed expenses. 
The difference in administrative expenses between plants of the same 
size at different volumes does not appear large ; however, in proportion 
to the relative amount of these expenses, the reduction is important. 
For example, the difference in average administrative expenses be
tween 5-80 plants at volumes of 2,000 and 3,000 bales was only 1 cent 

GokbaJe Institute of Polit.iCfl 
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per 100 pounds of seed cotton. This 1 cent, however, 11'88 nearly 22 
percent of the per unit administrative expense of 4.6 Mnte at 2,000 
bales, or a reduction of more than one-6hh. 

TABLE 14.-INDICATED AVERAGE ADYINI8T&A.TIVB EXPENSE FOa. Gn ... 
NING 100 POUNDS OF SEED COTTON ON HO, 5-80, AND DouBU 
PLANTS AT SPECIFIED VOLUMES 

"alee KiDned 

I,IJQ _____________ _ 
1,!UlI ___ . _______ .• __ 
2.(1)). ____ • _______ ". 
2.500. __ • _____ . ___ ._ 
3,lllO .• __ •• ___ ._ • __ • 
3.500 .. ___________ •• 
4,00). _____________ _ 

A ~ admlnlKtrative n. 
perue per 100 pounda of .... 
cotton ,Inned on-

4-fI1 &-8D Dna hie 
plan" planu I plu ... ' 

C"". 
A.' 
4.7 
'.7 
'.1 
~7 "4 
~. 

..... ""'" 7.1 .. ... 
4.0 ... 
3.4 6.1 
3. 2 4.. 

I Includes 6, 6-70 and 2, ~70 PlaD". 

A nnn .ctmlntlllntl.. • •• 
pelWl per 100 potmdl 0' __ 
ao&.&oa liDDed 011-

(>01. ...... 
4.D .• _ •.• _____ •... 2.0 1.0 
6,1'IJI. ________________ . _. _.... ._ 0 
6,m ___ .. __________ .. ____ ._.. I.. 
8.(J)I) .. ____ •• _______ ._. _____ .. ______ •. _. 
.. 600 ...... ___ ••••.••.•• _____ .•••.•.... 
7,000 . _________ ••••.•........ _._ •. _ 

IlDclada da&a for onlJ' douW- plant.. 

r..u 

"' 1.1 
U 
II 
1.1 
I.' 

ADMINISTRATIVE EXPENSES PER 100 POUNDS OF SEED COTTON 
FOR PLANTS OF DIFFERENT SIZE. BY VOLUME GINNED 

OKLAHO .... COOPERATIVE COTTON-GIN .. SSOCIATIONS. 1933-306 
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FIGUR.E 7.-The ov~head e::J:prDIel coruaected with management and the dec are lower 

per unit of volume for each Imaller-tize group of planu. 
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It might be expected that the smaller plants would have as high or 
even higher administrative expenses per 100 pounds than larger plants, 
aince plants of either size would require about the same type of mana
ger. However, in the smaller plants, the manager frequently does 
the office work; and in some instances also works with the gin. crew. 
Moreover the manager and other employees are hired on a seasonal 
rather than an annual basis in the smaller plants more often than in 
the larger plan ts. 

Relative importance of operating,fixed, and administrative expense8.
The foregoing discussion of ginning expenses in relation to size of 
plant and volume is based on the expenses per 100 pounds of seed 
cotton. If each of the three groups of expenses (operating, fixed, and 
administrative) is expressed as a percent of the total expense, the 
importance of each group may be examined in its relation to volume 
(table 15 and fig. 8). 

TABLE 15.:.......INDICATED AVERAGE OPERATING, FIXED, AND ADMINIS
TRATIVE EXPENSES AS PERCENTAGES OF TOTAL EXPENSE, BY SIZE OF 
PLANT AND AT SPECIFIED VOLUMES 

Expense RJ"OUPS BS a pol'OBotap:e Expense r;oups 81 B percentage 
(It total expense o total expense 

BIdes rinned BRIes ~nned 
and slr.o or Admin- ands teo! Admin-plant 0l':."~ F~od istra· -, 0l':."~ Fixed ,,,,.. 

ng .. - tive Total ng .. .,.",. uv • Total .. """" .. ..".. "PO""" """""'" ---- ----
4-80 plaDts: -- p""", p""", _"ot 5-80 plants: 1-

1,000 ••• _____ 33 .. 21 100 Continued P"''''' Pnc:tfIl .... "'" Ptlunt 2,000 ________ .. .. IS 100 4,OClL. ___ ._ • " 27 20 100 3.000 _______ • 

" " 16 100 5.000 _____ •.• .. " 211 100 4,000. _ • _____ 

'" 27 " 100 DOU4~l:xr.l~~~_:". &-a:I plants: I .. 3T 211 100 
1,000 ...••••• " 47 19 100 i1,ooo._. __ • __ .. " 16 100 2,000 •••• ____ " 38 19 100 6,000 _____ • __ 51 .6 13 100 
~OOO- •• _____ .. " .. 100 7,000 ••• ____ • 50 " I. 100 

I Includ88ii, 5-70 and 2, 6-70 plants. I Bosed on data ror only 6 double plauts. 

At all volumes represented above 1,000 bales (table 15) operating 
expenses (labor, fuel, repairs, and similar items) account for the 
largest part of the total expenses for plants of each size. At higher 
volumes this group of expenses makes up an increasing percentage of 
the total expenses. At the same volume, operating expenses generally 
make up a greater percentage of the total expenses for the plants of 
each smaller-size group. The increase in this proportion is more 
rapid with increased volume for the smaller than for the larger plants. 
This explains why the expenses of smaller plants can be more readill 
adjusted to lower volume. 

Operating expenses, therefore, offer the greatest opportunity for 
reduction in the per unit expenses of ginning cotton. Means of lower-
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PERCENTAGE DISTRIBUTION OF OPERATING. FIXED. AND ADMINISTRATIVE 
EXPENSES FOR PLANTS OF DIFFERENT SIZE AT SPECIFIED VOLUMES 

OKLAHOMA OlOPERATIVE COTlON-OIN ASSOCIATIONS .1'133 - 34 
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FIGURE S.-AI the volume ginned increalcs, operating c:l.penae makct up an increasing 
proportion of total expense, and admini.trative expensc a .maller proportion. 

ing them have been found by several experienced managers. One 
manager reduced the expense for repair labor by using the ginning 
crew on days of intermittent ginning during the latter part of the 
season to make all of the necessary machinery repairs for the following 
season. Others reduced power coste by teeting certain unite of the 
gin machinery, such as fans, for the most effective speed. Gin plante 
using electric power especially, show a prompt decrease in expenAe 
when the efficiency of the several unite of the gin machinery is in-
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creased, because the amount of electric current required varies with 
the efficiency with which the different units of the machinery are oper
ated, and also because the expense for current for electric plants makes 
up a greater percentage of the total expense than the fuel expense for 
coal, gas, or oil of plants with other types of power. 

At the same volume fixed expenses generally make up a smaller 
proportion of the total expense for plants of each smaller size. With 
increased volume, fixed expenses tend to become a smaller percent of 
the total. The fixed expenses for the double plants make up a much 
greater percentage of the total than they do for 4--80 or 5-80 plants. 
For example, at 4,000 bales volume fixed expenses (insurance, tax"", 
and depreciation) make up 37 percent of the total expenses of double 
plants and only 27 percent of the total for 4--80 and 5-80 plants. 

Administrative expenses generally account for a greater proportion 
of the total expense for 5-80 plants than for either larger or smaller 
ones. For the 5-80 plants the proportion was about the same regard
less of volume. Administrative expenses declined in proportion to 
the total expense for plants both smaller and larger than 5-80's when 
volume increased. 

Type oj Power and Volume Ginned 

Effect on total .xpense.-Differences in average total expense because 
of the type of power are very small as compared with those resulting 
from the sixe of the gin plant. At volumes between 1,500 and 3,500 
bales per 5-80 equivalent plant, the difference in total expenses be
tween any two types of power did not exceed 2 cents per 100 pounds of 
seed cotton ginned (table 16 and fig. 9). 

TABLE 16.-iNDICATED AVERAGE TOTAL EXPENSE Of' GINNING 100 
POUNDS OF SEED COTTON AT SPECIFIED VOLUMES, BY TYPES OF 

POWER 

Average total ginning Average total ginning 
expenses per 100 eJ:pen'se~er 100 
pounds of seed cottoo pounds' of cotton 
Iinned on plants ginned on plants 

Bales ginned I """"- Bales g1nnad I 
-,-

s ..... EI_ 011 Steam EI_ 011 
power trio power I power "'0 power l 

power power 

1- ----
""", """, """, ""''' """. c.'1< 1,000. ____ ••. ______________ .... 3d, <0.8 3,500. ____ . __________ ._._ 17 ... .& 7 16.7 1,500. __ ••• _ •• _ •• _________ • .... "'. 211 •• 4,000. _____ •. ___ • ____ •• __ .U 17,8 10.6 2,000. ______ . _. _.' • ____ ••• _ .... .. .. .... 40,500. ______ • ________ .• __ .. , 17,1 140.6 2,600_. ______ ._. __ ••• __ .•.• ,.,. , 21.6 ., .. ,5.000. _ •• _. ___ ••••• ___ • __ 14,8 • U .~ . 

3.000 ___ . __ ..... "., •. _ ... _ .• .&0 '0.' .&3 

I Per 6-80 equivalent plants. I Includes 2 plants USIng natural-ps power. 
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TOTAL GINNING EXPENSE PER 100 POUNDS OF SEED COTTON 
FOR PLANTS OF DIFFERENT POWER TYPE, BY VOLUME GINNED 
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FIGUa.E 9.-At a volume of approximately 2,000 bale. (or a 5-80 equivalent planl, there 
is very little diffuence in the average ginning expcma of Iteam, electric, and oil planu. 
At volumes leu than 2,000 bales, oil planu had the highest apenK; at voluma gruter 
than 2,000 bales, electric planu had the highest npe-oae. 

As shown in table 9, there were 36 electric plants, 29 steam plants, 
26 oil plants, 2 natural.gas plants, and 2 double plants using both steam 
and oil power. The two natural-gas plants were included with the 
oil group. One of the double plants, using both steam and oil power, 
was included in each of the two power-type groupe-steam and oil. 

There was possibly some variation in expenses among the steam 
plants because of the kind of fuel used. A majority of these plan ts 
used coal, but some used fuel oil, natural gas, or a combination of 
burrs with coal, oil, or natural gas. The electric rate was 3 cents per 
kilowatt-hour for all but two or three of the plants using electric 
power. 

The average ginning expenses according to the power type were 
determined in the same way as the average expenses according to the 
size of the plants. As previously mentioned, however, allowance was 
made for the effect of the size of the plant on expenses by adjusting 
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the volume of each plant larger or smaller than 5-80 to the number of 
bnles ginned per 400 saws; that is, per 5-80 equivnlent. These results, 
therefore, are in terms of 5-80 plants. 

At a volume of approximately 2,000 bnles for a 5-80 plant, there was 
no significant difference in the totnl ginning expenses because of the 
type of power. With a volume of less than 2,000 bnles, the plants 
using electric power operated at a slightly lower rate of expense than 
plants using steam or oil power. With a volume of more than 2,000 
bnles, however, the plants using electricity operated at a slightly 
higher expense than plants employing steam or oil power. The ad
vantage held by the electric plants in the lower-volume groups is 
partly because the current for power is used only when ginning is 
being done. However, when a minimum service charge is made 
for the use of electric current instead of the flat rate per kilowatt-hour 
electric plants in the lower-volume groups are at a disadvantage. 
Oil plants, Dr those using naturnl gas nlso are somewhat better adapted 
to intermittent ginning than steam plants. 

According to the data obtained, plants using oil power had lower 
average expenses than plants using steam power when a volume of 
more than 2,000 bnles was ginned during the season, but average 
expenses higher than those of steam plants when a volume of less 
than 2,000 bnles was ginned. The higher expenses of oil plants, as 
compared· with steam plants at volumes below 2,000 bnles, is'probably 
because of the greater amount of depreciation on the oil plants. This 
is true, even assuming that the useful life of an oil engine is the same 
as that of a stl'lam plant. As will be shown lafer, even though the oil 
plants would have lower expenses for fuel alone than the steam plants, 
especially with low volume, the item of depreciation, and to some 
extent insurance and taxes, on the more costly oil-power unit gives 
the steam plant a slight advantage in total expenses per unit of 
volume at volumes less than 2,000 bales per season. 

A comparison of the average expenses of plants leads to the con
clusion that there was no marked difference in expenses of operation 
resulting from the use of different types of power. The average 
differences shown at all volumes above 1,000 bales are less than 2 
cents per 100 pounds of seed cotton ginned, or'not more than 25 cents 
per bale. These figures should discourage any cooperative gin 
association from inadvisably junking and replacing a reasonably 
good power unit in an attempt to lower power expenses. 

Locnl facilities and conditions are perhaps the chief factors in
fluencing a decision as to the best type of power to use for any plant. 
In some localities, oillJ.lld steam plants are at a disadvantage because 
of the water supply; in other sections, steam plants are economicnl 
because burs may be used for fuel. Likewise, electricity is expensive 
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in some areas. especially in those where a high initial slIrvi('e ('harge 
is made instead or a lIat rate. whl'n only a small amount or currrnt 
is used in ginning a small volume. 

JnjilUnce on indiuidual iU1M oj ujJfflM.-A1thollgh the BvrrBge 
total ginning expense per 100 pounds ia not mBtl'riBUy BffC<"ted by 
type or power. there are. in some instances. wide differences in indi
viduBI items of expense between plants having different types or 
powrr (tBble 17 and fig. 10). 

TABLE 17.-INDICATED AVERAGE EXPENSE PER 100 POUNDS OF SEED 

COTTON FOR SELECTED ITEMS. BY TYPES OF POWER AND AT SPECIFIED 

VOLUMES 

A verap a~ "' 100 pounds 01 ... fGUOD for-

Balel riDDed I Vueland Rer-In losur'IUIOl 0.....-10 Labor lubricaf,- .nd .nd 
ID&' oU IUPPU. ..... ..... 

a.u ON_ a.u OmIt OmIt 
U '.8 U 6.' 11.7 
U a.' 1.6 '.0 " 

8team planta: 1.000_._. _. ______________ • _____ • ',' • _. ___ • _". _____ _ 
1.500 ___________________ . _________ • _ •• ___ • _______ _ 
2,(XXt •• ___________ . _. __ ...... _. ________ • _______ _ 6.0 2.' • 0 .a 6 .• 
2.f1QO ___ •... _____ . __ ...••• _ ._. _________________ _ ••• I .• U ••• ••• 3.0(K1. __ ._ ... __ .... _. _______ ... _._. __ ._. ___ _ ... I .• ... ... .. 
3,.'iOO_._ .. ____ . _______ . __ • ___ . __ . ___ . ____ • _______ _ u I.a ... 2.' U 
4,(kk} .• ___ ... ___________ . ________ . ____ . __ ._. ___ • __ 4.' I .• U 11 II 
4.liOO_. ____ • ___ •••••. _ ... ~ .. _____ . __ • _ •. _ •• __ •••. ... LO ... 2. • ... 
6.000_._. __ ••. ___ ... _ _ _______ .. _________ . ... •• 2.' 2.1 ... 

Electric plant.: 
1.000 .••. ___ •• ______ ._ .. __ .. _ ........ ___ ...••••••• ... .. , ... ••• 12 .• 
1..'iOO_ •• _. _ ••• _ •••• _ •• _. _______ • ____ ••••••• ______ . ... ••• u • •• , . 
2.000 ___ ..• ______ . ___ ............. _ .............. . •. I '.6 ... • • • • 2,.'iOO... .• _ .• _ ..... _._ .. __ . ___ ' ... ___ .'_ ... ... ... ... 

• I 3,000 •• _ ........ _____ ...... _ •• _ •... __ ..• a. , ••• ... ... ... 
3 •. 'iOO __ • • __ •• ___ ._. ______ . . .. __ ."_,, I .• '.0 U ... 17 
4,000. __ ... ____ •.• _._ ...... __ .• _ ... _ ......... __ • _. 3.' a .• ••• 2.1 U ••• a .• '.1 ••• I.' a., a.8 ... ... I.' ~:~::::::::: :::::::::::: :::::: :!: .... -_ .. -_ .. '-

on plants: I 
1.001 ___ ...•. _.'_ ....... . .. _ •. _ •.... ••• 2.' ... ••• 14.2 
1.5(J) •• _ .......... _ •• _ •. _._ •. __ . _ .• _ .•....••..•• _. '.a L7 1.0 U •. I 
2,000. __ • __ . _ .. _ •. _ ..... ____ • ______ . _ .••• _._ .... _. '.8 1.6 •• •. S • • 2 • .500 ____ ... _._ .••........... _ ..•..... __ •. _ .•.. U L4 2.8 '.0 6.0 
3.(W)() •• _____ ••••.•. _ •. __ • __ ••• _. ___ ••. __ ••••• _ •• _. ••• 1.3 2.7 U '.0 
3 . .500 •• _ ...... __ ••. _ ••••.. __ . __ .•• _ .. __ .•.•••.. _. •. I I .• 2.7 I.a 

• I 4.000. __ .. _. _______ • _. _ •.• __ • __ . _ _ . _. _ • ___ ._ ••••• '.1 1.2 2.7 ... 1.7 
4,.'iOO .•••• _. _._ •••••• __ • _ ..• _ .. •. I 1 .• •• I .• I. 
6.000. _____ .. _____ ........ __ .... . ... 1.1 ... I. 1.8 

I 6-80 eqoJvaleDt plants. 
t Federal IIlOOIIl8 and GOlIIIII-prot!t tans DOL IDcluded. 

The average labor expense per 100 po~ds of seed cotton ginned 
was highes~ for steam plants and lowest for electric plants; and ror oil 
plants about halrway between the other two. GenerBlly. one more 
mBD ia required to operate a steam than an electric plBDt. Some oil 
plants are operBted with a full-time engine man. while others use the 
ginner to oversee both the gin machinery and the power unit. 

For plBnts of each power type the average labor expenBeB per 100 
pounds did not materially decrease with increased volume arter a 
volume of 2,000 bales per 5-80 eql!ivalen~ plant was obtained. t.:p 
to 2.000 bales. however. the labor costs per unit were decidedly lower , 
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with increllSed volume. This indicated that additional volume above 
2,000 bales necessitated either a larger crew, higher wages per hour, 
or more hours of operation. Probably the gin crew WIIS increllSed by 
one or two men during the rush period of ginning, while the volume 
ginned during the rush peIiod as compared to more normal volume 
would not likely increase proportionately with the pa.v roll. 

To the extent that large volume per day was handled by the regular 
crew working overtinle rather than by an extra night shift, the ex- ' 
penses pel' unit for labor would be higher with grenter volumes, because 
of the fact that wages are usually paid at a higher rate per hour for 
overtime than for regular work. Power expenses would increllSe in 
total amount but would decrellSe in per unit of volume during the 
peIiod the plant WIIS operating at or near capacity. 

Average expenses for fuel and lubrication for steam and oil plants 
per 100 pounds of seed cotton ginned were considerably lower than 
for current and lubIication for electric plants. Regardless of volume 
the advailtage of oil over electric power for fuel and lubrication re
mained fairly constant at a difference of about 2.5 cents per 100 pounds 
of seed cotton. At a 1,000-bale volume, fuel expense WIIS almost as 
high for steam plants as for electric plants and declined below that of 
oil plants when more than 4,000 bales WIIS ginned during the sellSon. 
Obviously this marked decline accompanies increAsed volume because 
the cost of maintaining steam pressure is almost lIS great whether a 
few bales or maxinlum volume is ginned daily. On the other hand, 
electric plants, and to some extent oil plants, use current or fuel only 
while actually ginning. 

The average expenses for repairs, supplies, and miscellaneous items 
per 100 pounds of seed cotton varied widely from one plant to another, 
even within the same power group and at approximately the same 
volume (fig. 10). As" matter of fact, much of the repair expepse of . 
most gin plants each year is the result of the previous year's operations 
rather than those of the current year. That is, the annual overhauling 
of machinery and equipment is done in the spring and summer months, 
and the extent of necessary repairs depends usually more on the volume 
ginned during the previous sellSon than on the volume expected for 
the approaching sellSon. For this reason,and because of variations 
in the repair policy from plant to plant, the per unit expenditures for 
repairs, supplies, and such items are not necessarily applicable to the 
1933-34 season. However, to the extent that needed repairs are made 
each year the annual repair cost would tend to be uniform. Such 
differences between plants as did show up in these averages, however, 
were favorable to those plants having electric power, as was to be 
expected, since the ordinary repairs of a steam or oil motor are more 
expensive than those of an electric motor. 
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Expenses for repairs, supplies, and such items averaged about one
half cent per 100 pounds higher for oil and gas plants than for ele<'tric 
plants. This difference would amount to ahout 10 cents per bale. 
For either electric or oil plants these f'xpenSIl8 p .. r unit showed nry 
little decline as comparisons were made hetw .... n plllnts at 8I1c"" ... ively 
higher volumes. That is, as volume increospd, l'xpendituTIl8 for th_ 
items increased accordingly. 

For steam plants the per unit eXl'ellRI'S for rppairR, SlIpp\i"", and 
Buch items were less for plants !!inning slIcce. .... iv .. ly high .. r volllmM. 
For example, this per-unit expense was 4.4 c .. nts for plants ginning 
1,000 ball'.s and 3.0 cents for plants ginning 2,000 bolM, or an average 
difference in favor of the plants with the higher volume of approxi
mately 25 cents per bale. This difference in per unit expense up to 
a 2,OOO-bale volume may be explained in part by the more or 1_ 
complete annuol overhauling given a steam engine, irre"pective of 
the volume ginned during the previous season or of the volume 
expected during the next 86ason. 

Insurance and taxes should, to some extent, reflect the value or cost 
of the buildings and equipment. For this reason it might be expected 
that the expenses for these items would be more for oil tho.n for steam 
plants, and in turn more for steum than for electric plants. No sig
nificant difference is shown, however, in the average expenses for 
insurance and taxes per 100 pounds ginned between plants with dilT .. r
ent kinds of power. Table 17 and figure 10 deta.il the figures. Local 
taxes on gin plants do not always reflect the differences in valuation of 
plants. Likewise, the amount of fire and tornado insurance which an 
association carries does not in all cases reflect book value of the gin 
buildings and machinery. 

The per unit expenses for insurance and taxes were higher for plo.nts 
ginning a small volume than for plo.nts ginning a large volume. This 
emphasizes the fact that these expenses are fixed charges which go on 
even though the gin plant does not operate. The amount of compen
sation insurance paid varies directly with the amount of the pay roll 
and, therefore, with the volume of cotton ginned. The rate of de
crease, likewise, in the per unit expenses for the total amount of 
insurance and taxes tends to become less pronounced at successively 
higher volume. 

Since new gin machinery, as previously stated, together with the 
power unit, was assumed to have a useful life of 15 years, annual 
depreciation was colculated at 6~ percent of the originol cost. Esti
mating depreciation expense by this method would naturally show 
those plants with the greatest investment in machinery and buildings 
to have the greatest depreciation.~,For this reason, oil plants are shown 
to have the higher depreciation expense per 100 pounds of aeed cotton 
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ginned, followed in order by steam and electric plants. To the extent 
that the life of one type of power unit is longer than that of another, 
these average indicated expenses do not necessarily reflect actual 
depreciation in the power unit. 

These differences in individual items of expense, between gin plants 
equipped with different types of power, tend to offset one another, with 
the result that the average total expenses indicated by these data are 
approximately the same for plants of all power types. For example, 
the high east of current for electric plants tends to be offset by lower 
east for labor, repairs, and depreciation; the high cost of labor for 
steam plants is offset in part by a lower fuel cost; likewise, the high 
cost of depreciation and repairs for oil and gas plants is offset by low 
fuel costs. In deciding, therefore, on the type of power to be installed 
in a new plant, or in considering changing from one type of power to 
another, it is very important that the directors of a cooperative gin. 
association consider the total of all expenses influenced by power 
rather than anyone item such as fuel. However, no hard and fast 
rules can be laid down for the selection of the most advantageous type 
of power. As was mentioned above, local facilities and conditions 
are perhaps the chief factors to be considered in deciding on the most 
economical and advantageous tyPe of power. 

Relali"" importa7UJll oj individual items of expenae.-When the relative 
amounts of the different items of expense are analyzed, as they are 
influenced by volume ginned and power type, certain significant rela
tionships are developed that are not so obvious when per unit or abso
lute expenses are studied. The same basic data used in comparing 
expenses per 100 pounds of seed cotton was used in comparing indi
vidual expense items, each of the specified items being expressed as a 

TABLE 18.-iTEMS OF EXPENSE AS PERCENTAGES OF AVERAGE TOTAL 
EXPENSE BY TYPE OF POWER AND AT SPECIFIED VOLUMES 

BalOl! atoned I Fu,1 
Repairs Insurance D __ • Admlnts-

and and ep.UCI" trallve 
supplies taxos allan espense 

--------1---1---1--------
Steam plants: Pncmt Pncnlt p<=ftl p""", P,,"" p""", l,{J(XL •• ___ • __________ •• __ • _______ • ____ 17.4 10.2 12.' 14.3 Z7. I 19.0 2.1XJJ •••• _________ • __ • ___ • ___ •• ___ • __ .. 21.1 ••• I .. 13.(1 "'1 19.0 3,IXI(L. _______ • __ 0 •• ___ • _ ••• " ___ ._. ___ • 24.7 &9 laO 13.6 21.0 IU f,OI)(L _______________________________ .. "'. &2 13.3 13.0 1&. IU 11,000. _' _ .. ________ . ___ ... _______ . __ •.. 32.2 7. , 13.9 I~' 14.9 IU 
Electric plants: 1,000. ___ •• _ •• ___ • ___________________ .. If.9. IU ••• 16.1 Z7. I 17.7 2.()(l) __ • ______ •.• _____ • ____________ ._ .. 16.6 IU ••• 14.7 22., 18.0 3,(X)(). _______ ._ •• _._._ •• _ •• __ • _._ •••. _. 18.4 20.' 10. 9 IU 1&7 18.3 

4,...-0. _______ .. ______ ._. _ .. ____ . _ ... __ 201 227 124 11.8 14.3 IU 
011 :~c$:-i"-------------" --.. --... -... 21.9 .... IU I~' I~O 19. J 

1,000. ___ • __ •• _ ._._ •• _ ••••• _. __ . _ •••••• 17.2 ••• 11.3 17.1 20.3 ]9.8 
2.(X)() _____ ._ • ___ ._ •• __ • _. __ .• ____ .• _ ..• . ... • •• 12.8 IU '5.8 19.1 
8,000 .. ____ .. _________ .. _ ..... __ .. _ .... .... 7.' 14.4 IU 22.. IU 
4,(X)(). ___ .~ ___ • __ .. ____ . ___ .•• _ .. _ •• __ . 26.7 7.' I •• I~' 19.2 IU 
6,000 .. __ .. ____ ............ _ •. _. "" .•• .... U 17.6 1~3 IU IU 

I P.r 6-80 equivalent plant. I Includes 2 plants using natural ps power. 
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percentoge of the total expense (table 18, fig. 11). The st.raight lines 
shown in this figure are the linl'8 of average r~lation8hip betw~n 
volume ginned (per 5-80 equivalent) and the perc.l'ntago eoeh itl'm of 
expense is of the total expense." For example, with steam planlAlat a 
volume of 1,000 bales, labor expense made up approximatl'ly 17 
cents of each dollar of total expense; and at a volume of 6,000 ball'll, 
32 cents of each dollar (see upper left-ha.nd section of fig. 11). 

By reading down each of the first three columns of the chart B 

comparison may be made of the relative importa.nce of the dilTer"nt 
expense items for the three types of power at dilTerent volumes; by 
reading from left to right, a comparison of each item of expense u 
influenced by power and volume. The right-hand column of this chart 
brings these factors together for ready comparison: Specific compari
sons may be made between dilTerent item, of expense for the same 
power type a.nd between dilTerent power types for the same item of 
expense for the ra.nge of volume or any specified volume represented. 

Regardless of the type of power, gin labor wu one of the largest 
items of expense; a.nd made up an increasing proportion of the average 
total expense at higher volUmes. It was relatively less importa.n I. for 
electric than for steam or oil pla.nts. 

Fuel a.nd lubrication made up a smaller proportion of the average 
total expense of steam and oil pla.n1Al than current a.nd lubrication for 
electric pla.nts, at all volumes represented. The combined cost of 
current a.nd lubricating oil for electric pla.n1Al amounted to approxi
mately the same as labor, a.nd increased with additional volume at 
about the same rate. For oil a.nd steam pla.nts, however, fuel and 
lubrication made up a relatively small proportion of the total expense 
a.nd this relationship tended to remain about the same regardless of 
volume ginned. 

Averoge expenses for repairs, supplies, and miscellaneous items, in 
relation to the total expenses, varied considerably in dilTerent planlAl. 
They ranged from 10 to 20 cents per dollar of total expense (fig. 11), 
and tended to become a relatively large percentoge of the total ex
penses at successively higher volumes. These items of expense are of 
less importance with electric than with steam or oil plante. 

Since insurance and taxes were about the same in amount regardless 
of volume, these items of expense became relatively less important 
at higher volumes. The line of averoge relationship (fig. 11) do"" 
not decline as rapidly for steam pla.nte as for oil and electric pla.nlAl, 
because the larger pay roll of steam plante, with in~ volume, 
caused the amount expended in compensation insurance to increase. 

Compared with other items, depreciation was one of the major 
items of expense a.nd especially so when only 8 small volume was 

• The straI&ht line formula. Y._+ba,. •• u.:IlD deita'mIDJ.Dc tile poIalS for U-~ 
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ginned. As a result of the method used in calculating depreciation, 
this item made up a smaller proportion of the total expenses at higher 
volumes. 

Administrative expensee made up nearly 20 cents of each dollar of 
total expense~ This group of expensee was not materially influenced 
by either power type or volume. 

Percentage of Snapped Cotton Gin~d 

The Oklahoma ginning ratee, as set by the State corporation com
mission, have been consistently higher for "snaps" than for picked 
cotton. Prior to 1927 the ginning rate for snaps per 100 pounds was 
approximately 50 percent higher than the rate for picked cotton; 
during the 1933-34 seRSOn the ginning rate at 22" cents for snaps was 
12.5 percent higher than the 20-cent rate for picked cotton. Under 
practical conditions how much more, if any, does it cost to gin 100 
pounds of snaps than 100 pounds of picked cotton? 

The number of bales of cotton produced in a given area would tend 
to be the same regardless of whether the cotton were harvested by 
picking or snapping. If any difference at all existed, more bales 
would be harvested by snapping than by picking, since it is frequently 
possible to snap cotton that cannot be picked. For snapped ootton, 
however, in which the percentage of waste, burrs, and trash, is 
larger, the volume of seed cotton required to turn out a bale of a 
given size will be much greater. According to a report of the Okla
homa Agricultural Experiment Station,' based on more than 2,000 
bales each of picked and snapped cotton, the pounds of seed cotton 
required to gin out a 478-pound-net-weight bale was 30.7 percent 
greater for snapped than for picked cotton. This means that the 
volume of ssed cotton to be ginned is practically on ... third more if all 
the cotton is harvested by snapping rather than picking. Obviously, 
this would mean an increase of on ... third in total revenue from ginning 
toll, even though the rate for snaps was the same as for picked cotton. 

The 95 gin associations studied were divided into two groups, on the 
basis of the percentage of snaps ginned (table 19). There were 54 
associations which ginned 51 percent or more of snaps and 41 associa
tions which ginned 50 percent or less of snaps. The indicated aver
age total expense per 100 pounds of seed cotton was then determined 
for each group, at 5OD-bale intervals from 1,000 to 5,500 bales, by the 
same method used in comparing size groups and power groups. By 
using bales ginned per 5--80 equivalent (400 saws) as the unit of vol
ume, instead of actual bales ginned, allowances were made for the 
effect of size of plant. Effects of power type and other variables 

tMcWbortet. CIJdeC. cuauNT .... SCOMOMICS, 8 (I). 19M. (Pub. Ot .... Aer. " Meeb. Collep). 
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were compensating to the extent that the different power types wpm 
equally distributed between these two groupings (table 19. fig. 12). 

TABLE 19.-INDICATED AVERAGE TOTAL GINNING EXPENSE PEl. 100 
POUNDS OF SEED COTrON AT SPECIFIED V01.UMES FOR ASSOCIATION. 

GINNING 50 PERCENT OR LESS SNAPs AND THOSE GINNING 51 PEl.. 

CENT OR !\IORE SNAPS 

Bales liDDed I 

1,000. _____________ • ___ • ______ . 
l,fIOO ____ ______________ A. _____ _ 
2,000. ____________ . ___ . _______ _ 
2,Mltt ___________________ • ____ _ 
3,000. ________________________ _ 

I 6-80 equivalent plants. 

A \"'ersge to!.al lin
OiDI expeMII p!!f 
100 rounds of 
~tI Millin for 
plante IPnnlni-

M percent AI per<"ll!nl 
or less or more 
108pa IDBpa 

c.m. 

Bal.,lnDed I 

C'"" 
... 6 
2118 
24.6 
21.2 
Jlil.l 

37.0 3,MlO •• ________ .. ______ •.. 
27.9 4,0110 _____ ._. _ ._ •• _____ .. _ 
ZI." 4,,';(-':1. .. ____________ ._ .. _____ ._ 
20.7 5,0IlJ .. _ ...... ___ .. __ . ___ ._. 
UI.IiI 6,600 ......... __ •••. 

A v"",,, tnr,,1 liu
nlnl flJ.J'!"n. pM' 
UI. pouD,I. of 
~ col Inn for 
"lantiIlDbUJ,-

I!O fWft'Ot 61 J1"'MtDt 
ml... armtJI'IJ 
10Bpa aDa", 

Ottl. 
17.6 
I .. ". 14. A 
U.2 

r,.,., 
17.8 ,,, , .. 
10' 
14.' 

As shown by the averages in table 19. until a volume of more than 
3,000 bales was obtained. the total expenses per 100 pounds of seed 
cotton for plants ginning less than 50 perc"nt snaps was actually more 
than for plants ginning 51 percent or more snaps. At volumes greater 
than 4,000 bales the plants ginning the smaller proportion of snaps 
had slightly lower expenses per 100 pounds of seed cotton. 

These differences are explained by the influerwe of volume on per 
unit expensps. Genemlly. cotton gillS are not ahle to operate at 100 
percent capacity during a greater part of the ginning .... """n. for the 
reason that cotton to be ginned is not continuously availahle. During 
the days of slow or intermittent ginning. howevl'r. practically all of 
the expenses are nearly as great BS when the plants are operating at 
capacity. The additional volume furnish"d hy the bUmJ and trash 
in snapped cotton can be handll'd at little ac,tual additional cost ovpr 
ginning the Bame numbl'r of bales of picked cotton. This tends to 
reduce the cost per 100 pounds of seed cotton ginned be(,8use more 
pounds are handled. This is especially true when less than a 3,OOO-hale 
volume is ginned (fig. 12). If the number of gin plants in a given area 
were based on the number required. operating 24 hours a day, to 
handle all the cotton in the peak season, ,here would not be sufficient 
volume! to keep all these plants in continuous operation. even for 12 
hours 'a day. at the beginning and at the end of the season. The 
amount of snapped cotton which the gins handle in IIOme areas during 
the latter part of the ginning season considerably reduces the expenses 
per 100 pounds of seed cotton. The per bale expenses, however. 
would be higher for snapped than for picked cotton. ' 
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It may be contended that gin machinery depreciates faster when 
ginning snapped cotton than when ginning picked cotton and that a 
greater investment in cleaning machinery and power equipment is 
required to gin snaps. To some extent this is true. For those areas, 
however, where the practice of snapping is most prevalent, there is a 
considerable amount of sand and trash even in the most carefully 
picked cotton; and the difference in wear on the machinery as between 
ginning picked and snapped cotton from the same field is not so large 
as might be expected. With regard to the greater investment in 
cleaning machinery and the amount of power required to gin snaps, the 
gins must have this machinery even if only a small portion of the 
cotton is snapped; and once it is had, a certain amount of depreciation 
and obsolescence goes on whether or not the machinery is used con
tinuously. 

If it is assumed that the number of gins ava.ilable in two areas is 
in proportion to the amount of seed cotton to be ginned in each area, 
the relative costs of ginning where the cotton is picked free from sand 

TOTAL EXPENSES PER 
100 POUNDS OF SEED COT
TON OF ASSOCIATIONS 
GINNING 50 PERCENT OR 
LESS SNAPS AND OF 
ASSOCIATIONS GINNING 
51 PERCENT OR MORE SNAPS 

OKLAHOMA COOPERATIVE 
COTTON-GIN ASSOCIATIONS. 

19:53 -34 

,,..,NS' 
Cent. .. ' 100 Poun d. 

30 

20 

10 

50"OR LESS 
'\ .. 
.~ t-.: .. ~ I--r.-. 

EXPENSE 
Cent 

t~ TOTAL 100 

'\: sox r Lu S"'P 

~ S/%ormorc ""-r--. :/ 

~ .. ':J~ 

30 

20 

10 

Q I 1 345 
Tl-IDUSANDS OF BALES GINHEO 

PER 5-80 PLANT 

6 0 . 

5114 OR MORE 
40 

\ 

.',. 30 

·t ....... ...... ..:- ... I-<-. ' . 
20 

10 

°0 2. 3 4 5 6 0 I 2. 3 4 5 6 0 
THOUSANDS OF BALES GINNED PER 5·IQ PLANT 

FIGVIlB 1-2.-Ginning expenses per 100 pounds of seed cotton were practically the same 
for plante that ginned 51 percent or more snaps as for plants that ginned SO percent or 
leallnaps. 



50 FARM CREDIT ADMINISTRATION 

and burrs, and where the cotton is snapped, would likely show a lowpr 
!(inning cost per 100 pounds for the al'l'a where pirking W88 prartired. 
The difference in ginning expenses would rPAult from Ilitrl' .... nt condi
tions in the two areas rather than from differ!'n t methn.l. of hal'VpAting 
('otton in an area handling both picked and .nupped ('Cltton. 

The effect of snapping cotton on the quolity of Ilinn •• l lint i •• till 
another question entirely separate from !(inning e"pen ...... anel i. nnt 
('(lnsielered in this analysis. If it dol'S nClt r""t llIore rpr Inn r.>II".I. 
to !(in snllpped cotton than it does to !(in pirked !'oUnn, the rllte fur 
ginning should be the Sllllle. If we lI""nllle thllt the expl·n .... i. thp 
same per 100 pounds for snapped and picked cotton, the total npt 
income to the gin would be more for the snaps at the same number of 
bales ginned even if the same rate is charged for each, because more 
units of volume would be handled. 

Percentage 0/ Cotton Purcluued 

The buying and selling of cotton by the gin orgunizlltiun trn.l. to 
increase total overhead expenses. However, ,to the t'xtrnt thllt 
services offered by cooperutive gin as'lOciations in buying cottun 
increases volume ginned, the total per unit cost of ginning may he 
lowered. 

The 95 o.ssociutions were divided into three groups on the b .... i8 of 
the bales bought by each gin 8S8Ociation, as a percentage of the bale. 
ginned on its plant. The indicated average total expense per 100 
pounds of seed cotton in relation to volume per 5-80 equivalent plant 
(400 saws) was determined for each of these groups at 500-bale 
intervals from 1,000 to 5,500 bales (table 20, fig. 13). 

TABLE 20.-INDICATED AVERAGE TOTAL EXPENSE OF GINNING 100 
POUNDS OF SEED COTTON FOil. ASSOCIATIONS PUII.CHASING SPECIFIED 

PERCENTAGES OF THE COTTON GINNED ON THEIR PLANTS, BY TOTAL 
VOLUME GINNED 

Bales giDDed I 

1,00It._ .. __ • __ .<." 

1,500 _______ •• _____ . 

i:~~::_::-·------
3.000_____ ._ .... _ 

EJ:penJI!I per IOOpountiaofaeed 
cotton of IL'l5OclatiODS buylnR' 
in<tICBt.ed pel'cent.ap of cot.
loon ginned 

33.3 per- 33.4 to •. 1 per. 
cent or SUS per- ceo' Of 

lela een' mOl'e 

"'"" 36.. 
27 .• 
ZI.l ,.. .. 
lB. 7 

"'"" .... 
31.0 
'6.2 
21.8 
Ill .• 

emu 
30.' .... 
ZI .• ,.. .. 
1&8 

Baa..laned l 

, 33.3 p!If. 33.4 to 811.7 P'W-

3,600. __ ..... _._. 
................... 
4,!IOlt .. _ •..... 
5.tx:IO.___ _ ___ .•.. 
5,600 •. _ .. 

cent CK •• 6 per. c.nt CK 
1_ c:enC mora 

"'"" 17 ... ,. .. 
1.5.8 
15.2 
14.7 

"'"" 17.8 
1&" 
16.& 
14 .• 
".2 

em. 
17.4 
Ift.J 
1.6 ... 
It.7 
14.' 
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TOTAL EXPENSES PER 100 POUNDS OF SEED conON 
OF ASSOCIATIONS BUYING DIFFERENT PERCENTAGES 

OF THE COTTON GINNED IN THEIR PLANTS 
OKLAHOMA COOPERATIVE COTTON-Glt" ASSOCIATIONS 

1933-3~ 
c. 

EXPEM 
CeM. 

100 Po """, ~ ALI PERCENTAGES lESS THAN 33.3" 

EXPENSE 
nb par 
Pound. I •• 

1\\\ 

~~~ 
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4 • • • 

FIGURE 13.-Associations that bought from one-third to two-thirds of the cotton ginned 
on their plants had higher expenses than associations that bought either a smaller or a 
larger proportion. 

Although differences in the total ginning expenses of associations 
thnt bought different percentages of the cotton ginned are not wide 
enough to be absolutely conclusive, they indicate that cotton-buying 
operations and the reasons prompting associations to buy cotton do 
influence ginning expenses, especially when the volume ginned is less 
than 3,500 bales per 5-80 plant. 

Associations which bought less than a third of their ginnings, in 
many cases only a few bales, were not actively and aggressively 
engaged in buying cotton. They offered no price incentive or special 
service to attract cotton purchases or to obtain additional ginning 
business, Many confined their purchases largely to remnants of 
seed cotton, a few bales that were damaged in ginning, or an occa
sional bale as an immediate accommodation to some customer. 

On the other hand, those buying more than two-thirds of the cotton 
ginned were probably offering cotton-buying service primarily to 
accommodate patrons by supplying a convenient market for cotton 
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rather than engaging aggressively in the cotton busifllWl. AAAot-ia
tions, particularly isolated rum! plants, for whirh the comp~titiv~ 
element is not present, buy the grpater proportion of the cotton Ilinn...! 
in their plants because no other local market exists for their patron •. 
Under such conditions, gin associations try to brf"nk eVf"n or realize 8 

small profit on this activity. liB is e\1dent from the fact that the .. " 
associations bought most of the cotton ginned, thf"Y were not fnrr"'! 
by effective competition of other agencies to offer additional .ervirM 
as a means of securing more ginning volume or to realize a pf'Ofit on 
cotton transactions, and thereby to increMe th"ir expenses. The 
expense per 100 pounds of seed cotton ginned, for this group, bersu"e 
of the volume of cotton handled, was slightly mnre than for the group 
buying only a small proportion of the cotton ginned, but was 1,,"" lor 
the group buying from one-third to two-thirds of their ginnitlgB. 

This higher average expense of associations buying from one-third 
to two-thirds is perhaps due to the fact that they were actively com
peting for the cotton-merchandising business either to make a profit 
on the cotton or to reduce the p"r unit ginning exp~nse by incrf"aMing 
volume, as evidenced by the fact that a considerable amount 01 cotton 
was bought. Generally, the profit motive on merchandising rotton 
is perhaps the incentive of least importance. On the other hand, .ince 
less than two-thirds of their volwne ginned was bought, it is evident 
that other agencies were also competing for the cotton-merchandising 
business. Under such conditions associations competing with rom
mercial gins offering such a service, buy a large percentage of tile cot
ton ginned as a means of holding their membership and attracting 
new members and patrons. It is reasonable to assume that certain 
additional services such as drayage, storage, and insurance on cotton 
would also be furnished to the patrons, and also that certain adminis
trative expenses as advertising, telegraph and telephone, and manager's 
expense would be increased. 

For all three groups, at volumes in excess of 3,500 bales, an addi
tional expense incurred in cotton-buying operations would be relatively 
small as compared to total expenses. With a volume of 3,500 bales or 
more, the net income realized from ginning, wrapping, and cotton
seed sold is enough so that direct or indirect profits on cotton-buying 
operations may become secondary to accommodating customers, 
regardless of the amount of cotton bought. 

ElqJerience, Training, and Education oj the Gin Manager 
An attempt was made to obtain information from each .... """ciation 

regarding the qualifications of the manager. Information relating to 
the nature of previous experience and training, number of years em
ployed, and education was obtained with respect to the managers of 
most of the associations studied. 
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It is realized that the personal qualifications of an individual cannot 
he definitely attributed to any factor, or expressed numerically. 
The efficiency of gin managers cannot he conclusively measured hy 
their education, training, or experience, nor even by p~rsonal ability. 
Numerous conditions beyond the control of the manager, such as 
location, condition, and age of the physical gin plant, all combine to 
produce differences in the expenditures of associations. Moreover, 
low ginning expenses do not necessarily mean a high total income 
from all activities combined. For example, a gin manager may devote 
most of his time and effort to keeping down the expenses of the gin plant 
and neglect the handling of cottonseed, cotton, and side lines. Al
though differences in ginning expenses as influenced by factors of 
management were not definite enough to be conclusive, some general 
tendencies were indicated by comparisons made between expenses of 
associations grouped according to certain measures of the manager's 
ability. 

As to the previous experience desirable for a manager, there are 
two rather distinct schools of thought on the part of the board mem
bers. In perhaps a maiority of cases the board prefers a man who is 
well trained in the mechanical operation of the gin machinery. One 
of the arguments for this theory is that the manager can make the 
repairs during the idle season as well as keep the mechanical plant in 
good condition during the busy season. Other boards of directors 
believe that familiarity with the business aspects of the operation of 
a gin is the better background for development into a successful 
manager. A comparison of per unit expenses on the basis of the 
previous training of the managers, however, reveals no material 
difference. Managers with a mechanical background were appar
ently unable to operats their gin plants, on the average, any more 
economically than managers having a clerical background. 

Neither did the number of years' experience of the manager appellor 
to affect per unit expense. Associations that employed the same 
manager year after year did not necessarily operate their plants any 
more economically than associations changing managers every 2 or 3 
years. It is entirely probable that a manager, in order to make a 
good im pression, would be more careful in keeping down expen~ 
during his first few years as manager than he would be after he had 
been employed several years and had begun to feel more secure in 
his position. Such a policy on the part of a new manager, if practiced, 
may even increase expenses over a period of several years. For 
example, if expenses of the current year are kept down by postponing 
needed repairs, the cost of such items may actually be increased 
during the next few years. 

The education of the gin manager, however, did appear to have a 
slight effect on the per unit ginning e'."pense. On the average, the 
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per unit expt'nses of IISSOciations whose mRDag~r had only a ~"nllnon 
school education were somewhat higher than the expl>n_ of OAA"riao 

tions whose managers had some high school or colll'ge training. Thi. 
difference in expenses was particularly nolie,eable in c"" .... whpre the 
volume ginned was relatively low. 

Percentage of Volume Ginned in Most Active Calendar Month 

Regardless of the total volume, the greater the percI'ntll.ge of the 
88ason's ginnings done in one calendar month, the 10wI'r the per unit 
expense (table 21, fig. 14). Although not shown by theRe data this 
was true for these plants regardless of the number of days operated 
during the 1933-34 season. Ginnings by calendar months were ob
tained in the survey for each of the 95 RSSOciations. More cotton 
was ginned by each RSSOciation during October, than during ony other 
calendar month. 

TABLE 21.-INDICATEO AVERAGE TOTAL EXPENSE OF GINNING 100 
POUNDS OF SEED COTTON FOR ASSOCIATIONS GINNING SPECIFIED 
PERCENTAGES OF THEIR TOTAL VOLUME DURING 1 MONTH, BY 

VOLUME GINNED 

, 
A "erRa'1! If'lnnlnR' III.- A VIImI,... .. Inn In .. .". 

J)enses for assocl.- pen."""tor""""" 
tiona glnnlna Apee- 'Inns linn In« "l*'"' 
(ned ~rcentaa'1I!8 ln~ r:."'ntAPI 

Bake linDed I 
of totJI volume In 

Balel riDDed I 
of tIIh volume In 

I month I month 

'" per. 61 peromt .. ..... I" ".,. ... n' cent or Dl!!ntor ,- orman 1_ «m ... 
.. ----

CenJ, CN' Cffi' C"." 
1,000 ... ------------------_ ... 311 •• 3 ... 3,1iOL. -._- 18.2 17.2 
1,!i(X) •.• .... 27 .• 4,000. __ . ___ .. ... ......... 17. I IU 
2.000. _. _:::::::::: ~::::: :::::: .... 23 .• 4 •. 'laL ..... .. 18.3 16.6 
2,5000 ...... 21.8 "'.3 6.000 •.•.... .. _.- .. .. U.ft 14.1 
3.000. __ .•..• :::::~: :::::::: ::: UI.G .8.6 

I Per 6-8Deqalvalent plaDt. 

The associations were divided into two grouPs, those ginning 50 
percent or more of their total volume in October and those ginning 
less than 50 percent during that month. On the average, associations 
ginning 50 percent or more of their total volume in October operated 
at a lower expense per 100 pounds of seed cotton. DifferencAl!I became 
less pronounced as comparisono were made between plants with 
Buccessively higher volumes. As the volume ginned per season ap
proached the maximum capacity of the plant, concentrated volume 
became less desirable. 

At a I,OOO-bale volume, the group of associations ginninJ; more than 
half of their 88ason's volume in October operated at 2.9 cents 1_ per 
100 pounds of seed cotton than those ginning 1_ than half their 
season's volume during that month. This would amount to abou~ 
43 cents per bale of 1,500 pounds of seed cotton, and 58 cents per bale 
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TOTAL EXPENSES OF 
ASSOCIATIONS GINNING 
LESS THAN 50 PERCENT AND 
OF THOSE GINNING 50 
PERCENT OR MORE OF THEIR 
TOTAL VOLUME IN THE 
MOST ACTIVE MONTH 
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FIGURE 14.-The expenses were lower for the associations having the most concentrated 
volume. 

of 2,000 pounds. At a 3,500-bale volume the difference would range 
from 15 to 20 cents per bale (1 cent per 100 pounds of seed cotton) in 
favor of the plants with the more concentrated volume. At 5,000 
bales the difference would range between 10 and 15 cents per bale. 

Days Plant Was Operated During Season 

When the volume ginned was above 2,100 bales per season the 
eA-penses per 100 pounds of seed cotton were definitely higher for plants 
operating less than 100 days than for plants operating more than 100 
days. At vohunes below 2,100 bales, plants operating the fewest 
number of days had the lowest expense per 100 pounds of seed cotton 
(table 22 and fig. 15). 

At a l,OOO-bale volume, the average e"-penses of plants that operated 
100 days or less was 4.3 cents per 100 pounds of seed cotton below 
that of plants that ginned the same volume in more than 100 day&. 
This would amount to 65 to 85 cents per bale. At a 5,OOO-bale volume, 
however, the plants that operated more than 100 days had an advantage 
of 2.1 cents per 100 pounds of seed cotton, or 30 to 40 cents per bale. 
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The explanation for these opposite difl'erencl'fl in ('xpenllM lI'ith 
changes in the volume ginned is due to the relationship of p('r unit 
expenses and volume. As pre\-iously m('ntioned in other comparisons, 
ginning expenses per unit of volume tend to be lower whpn the plant 
is operated at normal rather than at nearly maximum cllpa~ity, In 
attempting to crowd the greatest possible volume through a gin plllnt 
within a given time, expenses such as labor, power, and r('pairs increue 
fnater than the volume ginned. 

If capacity ginning means fllst ginning, th('n the quality of !tinned 
lint may be lowered.l • It is a short-sighted policy for a c()opcrntivll!tin 
association to follow ginning practices thllt tend to lower the qlllliity 
of ginned lint in order to gin more cotton or to get a higher n('t income 
for the association. The final net returns to members on the cotton 
which they produce, after deducting the ('xpense.s of ginning as w('11 .... 
all other expensl'fI of producing the cotton, should he con..iderpd rather 
than ginning expen..es only, 

TOTAL GINNING EXPENSES 
OF ASSOCIATIONS THAT 
'OPERATED THEIR PLANTS 
100 DAYS OR LESS AND 
THOSE OPERATING 101 
DAYS OR MORE 

OKLAHOMA COOP!RATIVE 
eOTTON_-OIN ASSOCIATIONS 

1'3' - 340 

EXPENSE 
c." .. po. 
100 Po .... 100 DAlIS OR LESS 

30 
).. • 
~, 

10 . • . . . 
10 

o 0 I 2 3 4 • 

0 

Tar
AL 100 

~ 

~ 01 .,. Of''''''''' 

r--..J 
.! .. -

/00.", tv lUI "F= 

I 
I 2 3 4 /I 

THOUSANDS 0' aAl.!I I.NHlD 
PU 5-60 PLANT 

101 DAYS OR MORE 
\ 

'~ 
:~( ... 

;-. I'-:,~ :':'r; . . 

30 

10 

10 

o 

30 

10 

10 

o I 2 3 4 II ,0 
THOUSANDS OF 8ALES GINNED PEl 5-10 PLANT 

FIGUJlE H.-ExpellKS were bigher for planu that operated 100 dayt or leu than (or planu 
that operated 101 days or more, when the leaaon'. volume ,va. more than 2,())} baJe. 
per s-so plant. 

10 ae!Bennett. Char". A., aDd GerdeIl, P. L. ODfJRJIO COTTO., U. 8. Dept. All. VIII1l*'I Bull. 11" 
46 pp., mos., 1-. 
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TABLE 22.-INDICATED AVERAGE TOTAL EXPENSE OF GINNING 100 
POUNDS OF SEED COTTON FOR PLANTS OPERATING 100 DAYS OR LESS, 
AND FOR PLANTS OPERATING 101 DAYS OR MORE, BY VOLUME GINNED 

Balea (innM , 

I,OOIL ________ • _______________ _ 
1,1iOO ... ______ • _______________ _ 
2,000. _________________ • __ " ___ _ 
2,1lo()(L ____________________ • ___ _ 
8,000 . ____________________ . __ . 

I Per 6-80 equivalent plant. 

A verage total gin
ning expense tor 
plants operat
i08-

100 days 101 days 
or less or more 

c"'" 

Bales glnned I 

c .. " 
35.4 
27 .• 
23.' 
21.1 
U~.5 

a9,7 3,500. ____________________ .. __ _ 
29. 1 4,000 , _____ • ____ •• _. ___ • ___ •• __ 
m. 8 ".50IL ___ ~ _" •• ______ • _________ . 
20.6 5,000. _ •. __ . _____________ . ___ ._ 
.as 

Income 
Sources of Income 

Average total gin
ning expense lor 
plants operat-
ing- . 

HIO days 101 days 
or less or more 

C,,.,. 
18.4 
17. ti 
16. 9 
16.3 

C"'" 
16.9 
15.8 
14.9 
14.2 

COOPERATIVE cotton gins; like commercial gins, derive revenue 
from several sources other than ginning. A cotton gin virtually 

has a monopoly on the sale of bagging and ties to its customers, and in 
most cases practically a monopoly on the handling of a large portion 
of the cottonseed ginned. Some gins also buy cotton, but, as a rule, 
making a profit on this activity is not their aim. Some gin associa
tions sell supplies such as feed, coal, gas, and oil; some handle farm 
machinery; and a few operate grain elevators. These side-line activi
ties may be carried on under the same corporate charter as the ginning 
business; or they may be conducted under a separate corporate 
charter, but with the same board of directors and manager and even 
the same office. 

Of the 95 associations studied, all were engaged in ginning cotton 
and handling bagging and ties. Other major sources of reyenue and 
the number of associations receiving revenue from these activities 
are listed below: 

A.lflCialiom 

Sourees of revenue: ..ud~;:1U 
Ginning charges. _ _ _ _ _ _ _ _ __ ___ __ ___ __ _ __ _ _ ____ _ _____ _ 95 
Bagging and tie sales__ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ __ _ _ _ __ __ _ 95 
Cottonseed sal .. ____ __ __ ___ _____ __ __ _ _ _ _ _ _____ _______ 94 
Dale-cotton .. 108_ _ _ __ _ _ ___ __ _____ ____ _ _ ___ __________ 89 
Other sales ___________________ • ____ ._. _ __ ___________ 53 
Miscellaneous income. _______________ ._. _ _ _ _ _ _ _ ___ __ _ 47 

All but one of the associations bought and sold cottonseed. The 
manager of this association handled the cottonseed business as part of 
his compensation. All but six of the associations handled some 
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cotton, although about a third bought 1_ thon 600 bal .... l'8~b. 
Fifty-three handled some feed, coal, farm BuppliM, oil, and glUl, or 
grain; ond forty-seven derived revenue from mi!lCellanooll" IIOII~"" 
Buch as rent .. , interest, and similar items. 

Relative Importance of Income From DUJerent 
Activities 

Ginning tolls amounted to only 12.1 percent of the total grOM ~nl"" 
for the 95 associations. An additionnl 3.1 percent WIUI represented by 
the sale of bagging and ties (table 23). That is, only about 15 per
cent of the total gross revenue of these cotton ginning aElllOciations WBII 

derived from ginning and wrapping. Sales of bale cotton amounted 
to nearly two-thirds, 65.7 percent, of the total gross salcs; 88lro of 
cottonseed, 14.1 percent. That is, sales of cotton and cottonseed 
made up almost 80 percent of the total sales of these 95 cooperative 
associations. It should be remembered, too, that only 73 percent of 
the cottonseed and 44.S percent of the cotton ginned at thARe plant. 
was bought by these association~ from patrons. 

TABLE 23.-RELATIVE IMPORTANCE OF DIFFERENT SOURCES OF INCOME 
ACCORDING TO GROSS SALES AND TOTAL NET INCOME, AND PER
CENTAGE OF INCOME ON SALES, 1933-34 

Peroentap 
of,,~ .. , .. 

Source OfnVI\DUe derived 
from 

Indicated ....... 

PflI'OIIIntap 
oloet 

Inoome 
derived 

from 
lurtlcated ....... 

Net In
come •• 
p8rOllDl .... 

01.,. ... .. ,. 
Oinnlna:._ •• __ . _____ . _ ...... ___ ... _. _. __ . ____ "." _. __ ... _._. _____ . _. 12. I 20 2 .. II 
BuglnIt'8ndt1es __ ...... ___ .. _____ ...•.. ____ ....• _ ....... _. ____ .. a.1 11iI.8 'III 
Cottonseed _________ . ____ ...... _ ...... __ ..... _._ .... _._ ..• _. _ 14.1 41.2 III.' 
('ottoo ..... _ ....... _ .... _-.._ .. __ ._. _ ..... _ ... "._'. 116.7 10.6 .8 
other sales and mlyellanemIII .. _ ••• _ ..•• u .-........ 1 __ "::',,::' O~I __ --='::,,'.I __ --=U 

Totaloraverare .. _ .... ___ ._ ..... _............ 100.0 100.0 6.0 

As the price oC cottonseed was abnormally low during the 1933-34 
season, 14.1 percent probably would be too smalJ a percentage oC the 
total sales to show the relative importance of the cottonseed business 
to a gin association during seasons when prices oC seed are more 
nearly normal or relatively high. 

The net income on cottonseed made up almost one-half oC the total 
. net income; ginning, bagging and ties about 20 percent each; cotton 
purchases and sales, about 10 percent; and the purchase and lillIe of 
Carm supplies and miscellaneous items, only 2.3 percent. The low 
price of cottonseed did not necessarily reduce the total income realized 
on that commodity, as the customary margin Cor gina handling cotton
seed is somewhat constant regardless oC the price oC the seed. On 
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the average, ginning brought in about the same proportion of the totsl 
net income as bagging and ties. Fifty-nine of the 95 associations, 
however, had a larger income from bagging and ties than from ginning 
proper. Affecting this large percentage, however, is the fact that the 
ginning rate in 1933-34 was only 20 cents per 100 pounds of picked 
cotton and 22~ cents for snapped-the lowest rate ever established 
by the Corporation Commission of Oklahoma. 

The percentage of income on all ·sales was 5.0 percent, or 5 cents 
for each dollar of sales. This return on total sales is low, primarily 
because of the small return of only 0.8 percent on cotton sales which 
made up almost two-thirds of the total gross sales. The return on 
ginning tolls was 8.4 percent; on bagging and ties, 31.8 percent; on 
cottonseed, 16.9 percent; and on side lines, 2.3 percent. The return 
on cottonseed sales is abnormally high in relation to the customary 
margin of income from this source because of the relatively low price 
prevailing d.uring 1933-34. The returns on bagging and ties at 31.8 
percent and ginning tolls at 8.4 percent are typical of the cotton 
ginning business_lthough, in view of the relative size of the invest
ments required and the risks incurred in these two activities, the 
amount of the returns would seem fairer if they were reversed. 

Income From Each Activity per Unit Handled 
Retllms from Ginning Proper 

The 95 associations classified according to the amount of ginning 
income or loss realized per bale ginned are shown in table 24. The 
average volume is also shown for each group. As indicated by these 
figures, 45 of the associations failed to realize enough income to cover 
expenses 11 on ginning operations alone, while 14 associations lost 

TABLE 24.-AsSOCIATIONS CLASSIFIED BY THE NET INCOME PER BALE 
FROM GINNING 

Number A ...... 
Ginning incoDle I per bale of a.ssoc1- Dumber Ginning income I per bale of bales aUons ...... 

Below -$1. ______________ • ____ .. 1,458 $0.50 to ~.99 ____ •. ____ ••• ___ . 
-$1 to -SO.51. ______ •• _______ • 

" , .... $1 and above ______ ••• ___ ._. __ 
-SO.5O to -SO.OI. _____________ 

'9 ~'92 SO t.o SO.·tit. ___________________ ,. 
~334 Total and 8vera&a'1. ____ 

I A minus sJgn iDdica.tee a lCBI. 

Number 
otassoci-

ations 

IS 

" ---'0 

Average 
Dumber 
of b&les ,..nod 

3,49 7 
7 '." .. ~7 

more than $1 per bale. It should be remembered, however, that the 
ginning rates for the 1933-34 season were only 20 cents per 100 pounds 
for picked cotton and 22~ cents for snaps. Had the ginning rates 

II IntenJst on borrowed eepltal and Federallncome taxes are not consldered ItS 81p8DS8S of ginning, but 
hlhe( .. a distribution or lnoome. Depndation on buildiDgs and m&cbiner:r. however, is considered a 
part. ot the COlt ot operatlD&: 'be gin plant. 
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been the sante 88 for tho two previous seasons, that is, 25 and :10 rflnlAl 
for picked and snapped cotton respectively, and had the totnl volume 
and per unit expenses remained unrhanged, only 12 of tho 8.88Ociation8 
would have failed to show a net income from ginning proper. 

Each succeeding higher income-per-bale group islLll80Ciated with an 
increased average volume ginned. No adjustments were made in 
these volume figures for differences because of size of plont. 

Income From Bagging and Tie. 

Each of the 95 associations sold practirolly the sarno number of 
patterns of bagging and ties as bales of cotton ginned, though BOrne 
associations sold a few patterns to other gins. The price of a pattern 
of bagging and ties to the ginning patrons for the 1933-34 season, as 
set by the Oklahoma Corporation Commission, was 51 per pattern. 
On the basis of this price the 95 B88ociations, as a group, made an 
average net income of 31.5 cents for eoch bale of cotton ginned. There 
was considerable variation in the average net income per pattern on 
hagging and ties between different associations. As shown by table 
25, 69 of the associations made between 25 cen ta and 35 cen ta per 
pattern, 10 associations made 25 centa or less per pattern, and 16 
associations more than 35 centa. 

TABLE H.-ASSOCIATIONS CLASSIFIED BY NET INCOME PER PATTERN 
• 

ON BAGGING AND TIES 

Numlw!r A ........ NumNlr A ..... 
Net inCODle per pMtern (aeou) of aMOd- Dumber 

Net InacnJJe per "."'em (010") 01_ number 
of pat- 01 ..... aUona wlLllOld .llaQi ....... Id 

25.0 or IBM. ______________ • ____ 
10 2. 615 

40.1 or more __________________ • 2,161 25.1 to 30 .•• ___________________ 
24 '. "" 30.1 to 36. _____________________ •• ..... Total or .... ..,. ________ 

1M 2,147 36.1 to 40 ___ __________ • ___ • __ ._ .. 2. 678 

Income From Cottmueed Purcluued 

Although cooperative gin associations are primarily pr0C8S8ing or
ganizations in that ginning and baling cotton are initial functions, 
all but one of the 95 associations in Oklahoma handled cottonseed. 
The average net income from this source was 52.37 per ton. Only 
one association showed a loss on handling cottonseed. Thirty-five 
associations realized between $2 and 53 per ton, 33 made less than 12, 
and 26 more than $3 per ton (table 26). 

The net income per ton, however, is not an accurate measure of the 
efficiency of a cooperative gin association in marketing cottonseed. 
ill comparing two or more associations the initial prices paid the 
grower, as well 88 the associations' net incomes per ton, must be eon-
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sidered; as cooperative gins buy cottonseed from their patrona in 
much the same way as commercial gins-that is, the association buys 
the cottonaeed outright. 

In most localities it is the common practice for the local gin to pay 
its ginning customers $3 less per ton for cottonseed than the gin can 
obtain f. o. b. shipping point from the nearest cottonseed oil mill. 
Certain expenses of handling, such as loading, together with some 
shrinkage and waste that takes place, usually reduce this $3 margin 
to a net of about $2.50 per ton. 

Although variations from this customary $3 gross margin are not 
uncommoq, it is a normal amount from which the differential between 
wagon-lot pnces at the gin, and car-lot or truck-lot prices at the nearby 
oil mill constantly fluctuate. 

TABLE 26.-AsSOCIATIONS CLASSIFIED BY NET INCOME PER TON OF 
COTTONSEED lIANDLED 

Nom"" Av ...... Nom"" Av ...... 
Net income I per ton 01 ..... Dum"" Nat looome I per ton or ""'" number 

OUODS of tons cl.atJoDS handled elations handled 

-10.99 to kL ••• __ • ___________ I ". $3.01 to Sf ____________________ 
I. 84' 10.01 to II. _ •• _______ • ________ • 828 $4..01 or DlOJ'8 _________________ 7 .,. 

11.01 to $2. _ •• _ ._. ____ • __ ••••• " 8M ------$2.01 to 13. _________ •• _ •• _____ 

" ... Total or &V8f'88tI----- ___ .. 887 

I A minus sign indicates a 1088. 

Any variation that is very much above or below this customary 
margin is due to either the selling or buying practices of the associ&-

. tion. The per ton margin to the association may be increased by 
selling cottonseed to more distant mills at prices above the local price, 
by holding cottonseed on a rising market, by selling short on a falling 
market, or by paying patrons less than the customary local price 
based on the usual $3 differential. The per ton margin to the associ&
tion is likewise decreased when the above practices are reversed. 

The fact is that most cooperative gins make use of many of the 
practices common to commercial gins in efforts to increase their net 
income per ton on cottonaeed handled. Except for isolated gins, the 
price paid the growers is usually a competitive price. Many of the 
gin managers keep constantly in touch with several more distsnt oil 
mills in an attempt to sell cottonseed at prices above those quoted 
by nearby mills. The managers of some associations frequently store 
and hold cottonseed in anticipation of a rising market. In other 
cases several cars of cottonseed are sold short in anticipation of a 
drop in prices. 

As a general rule, however, because of the erratic fluctuations in 
the price .paid for cottonseed by oil mills, the holding of any con
siderable amount of cottonseed for higher prices or selling short 

118773'-37_ ' .• 
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~l'Pat<'8 a .pAl'ulative ri.k that a roopf'ralin' ill oot in a pORlhon 10 
888llffil'. Tbf're appeal'8 to be a mu~h Itrpat4'r opportunity for in
rl'P ...... d income on cottonSN'd if I<Pv .. ral 10('81 aMO<'iRlionll pool th"ir 
.... 1P8 on ~ont~t to certain mill8, than if individllRlllAAOf'ialions "p .... l1-

late on the flltllre price ofcotton8PPd. Ifa~otton ..... r1 oil mill ~ould hI' 
888l1rl'd a considl'rable volume of cottons .... d from a rath"r IRfitC num
bf'r of gins it could WI'U afford to pay a higher price p .. r ton for thn 
8ame amount of cottonseed than is possible under the more cOIItly 
methods of soliciting business in competition "ith oth"r mills. TIl .. 
most logical long-time solution, however, to the prnbl .. m of an outl"t 
for cottonseed by cooperative cotton gins appears to be for a jtrOup of 
local gin associations to own and operate their own cnt.tonseed-oil 
mill cooperatively. Owning and opl'rating such a mill, how .. v .. r, 
requires a considerable amount of capital. Loral gin., thpr"rol'l', 
should consider the soundn .. ss of their own financial condition before 
atfA>mpting to finance a cotto!,SN'd oil mill. 

Income per Bale of Cotton Purchased 

The purchase and sale of cotton, as prf'viously m"ntion .. d, acrollnfA>ri 
for about 10 percent of the total net income of the 95 aSMOCiatio" •. 
There was wide variation both in the quantity of cotton hought by 
indi,idual associations, and in the net income realized per bale (table 
27). As mentioned in the discussion of expenses, none of the overlll'ad 
charges such as manager's salary and offic.e expe"''''s were considered 
as a part of the cost of handling cotton. Only direct exppnsea 811eh 08 

drayage and yardage on cotton were 80 considerfld. Had a part of 
the overhead expenses been charged to cotton, the per bale returns 
shown in table 27 would have been somewhat less. 

TABLE 27.-AsSOCIATlONS CLASSIFIED BY l'\ET INCOME PEa BALE 0" 

COlTON BOUGHT 

: 
Net income per bale of coUOD Number A ...... N'qmt-.r --of a..o- Durn bioi' Net lnoome IW hale of cotton 

ol~ num""" 
!Old I c.-UoQ8 

., "."" 101d I .... 10 .. 01 ...... 

..... Ied _10<1 

-lUI or more __________ ._. ___ • • "" ,I to'l.tO • 1. "24 -II to -to.SI .. ________________ • 711, I'.M to .J.W~~~:::::=::: • 271 -10.5010 -1O.0L _____________ ,. I .... S2 01' mon! ... ________ .... ____ • ... SO to ".48._. ______ • ___ • __ • ___ . :!II T.4lJ6 10.50 to 10 .•• ________________ I. 1.0fl1 Total aDd ........ _____ .. 1,11' 
, I 

I A mIn .... Ggn indieatel a 1_ 

Only one-third of the 88BOCiations lost money on cotton-buying 
operations in 1933-34 (table 27). For most of the 888OCiationa that 
handled any appreciable amount of bale cotton the income or lOllS per 
bale was not large. A per bale income of less than 50 cents WBB realized 
by 29 88BOCiatiOns, while 15 8BI!OCiations lost less than 50 cents per 
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bale. The income or loss or7l associations was between $1 per bale 
loss and $1 per bale gain. Eight associations lost more than $1 per 
bale, while 16 made more than $1 per bale. For the most part, how
ever, associations that lost or made more than $1 per bale did not buy 
many bales, and the total loss or gain therefore was not important. 

Returns from Side-Line Activities 

In addition to cottonseed, bagging and ties, and cotton, most of the 
associations handled side lines such as coal, feed, seed, gas and oil, 
farm machinery, and miscellaneous farm supplies for their members. 
Several also purchased or handled miscellaneous commodities for their 
members, such as poultry, dairy products, or grain. Following is a 
classification of associations according to their total miscellaneous 
sales. 

Total sa.les of side lines: ::~:::[o~ 
r;ope .. _____________________________________________ 30 

SO.OI to 1100___________________________ _____________ 9 
1100.01 to 5500 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 20 
1500.01 to 11,000____________________________________ 11 
11,000.01 to 52,500__________________________________ 15 
12,500.0~ to 55,000_ _ _ __ __________ __ __ __ __ ___________ 4 
15,000.01 to 550,000_ _ _ _ ____________ __ __ ____ ___ ______ 3 
150,000.01 or more ___________________________________ 113 

11 Tbeae R8SOclations operated grain elevators. 

Generally the net income from such activities was small, and in 
many cases the side lines were handled at a loss. As a rule, the 
objective in handling side lines was to accommodate members and 
other farmers, rather than to realize a net income to the cooperative. 
For 59 of these associations, business in miscellaneous side lines 
amounted to less than $500 each. Only six associations handled 
more than $5,000 worth of side lines each while three associations 
handled more than $50,000 each, and three associations handled 
more than $50,000 each 

Income per 100 pounds of Seed Cotton Ginned as 
Affected by Sources of Income and Volume Ginned 
There is a direct relationship between ginning income and volume 

ginned. At any volume, ginning income is supplemented by the 
addition of the income realized from the handling of bagging and ties, 
cottonseed, cotton, and side lines (table 28 and fig. 20). Since most. 
of the activities of a cotton gin are interrelated, the income from each 
activity may be expressed logically in terms of the volume ginned, as 
well as in the units of each commodity handled. 

The net income per 100 pounds of seed cotton, from ginning alone, 
was determined for each association. The income from each of the 
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other sources-bagging and ties, cottonseed, ('otton, and sille Iin_ 
was then added one by one to that of ginning. Alter each of tht'OOo 
additions, the resulting income was expressed in centR pl'r 100 poundA 
of seed cotton: Five different income figures were thus determined 
for each B880ciotion. These figures show the amOlmt by which tho 
income from ginning is increased by successively adding the income 
derived from these other sources that are so closely relatt'd to the 
ginning business. 

TABLE 28.-INDICATED AVERAGE INCOME FIlOM G,NN,NG 100 POUNDS 
OF SEED COTTON AT SPECIFIED VOLUMES AS AFFECTED BY SUCCES
SIVE ADDITIONS FIlOM ACTIVITIES OrHEIl THAN G,NN,NG 

Bales IIDned I 

lDcDme I J* 100 (JOtlDM of IMd colloo IInned from-

OInnlo. 
onl, 

OInnlDl OInnln., 
and WJ'8PlliDl. 

... "nd 
wrapp cotwnMJed 

OInnlnl OInnlnl. 
WroPIJlni .rB,IIIlnl. 
('(luon~fi mtton,.....,lr 
Bod couon OI",II(,",lI.na 

.ldlllloN 

----------1---1---1---1--- ---
1,000. ______ •••• ____________ .• __ ._ •• __ •••••• _._ 
1,500_ •••••• _ ....... _ ••• __ ._ •• _._ •. _ ._._ •••.•.• _ 
2.000 ••• ______ ._._ ._ .• ______ .. _____ • ___ ._ .• _ •••• 
2,500 ____ •• ____ •••••• _ ... _ •••••••• _____ • ____ • __ _ 
3,000. ___ •....••.. ____ .. ___________ ... __ ...... _. 
3,500 .• _____ •..• __ ••••••••••.............•..•••. 
4.{l((J .•••••..•...•.•...•..•••••••••.• _ •••••.•••. 
4 • .'iOO •• _ ••••• _ ••••••••••••••• __ •••• _ ••••• _. _ •••• 
li.OOO ••••.•..•. _ .•... _. __ •. _______ • _ ••••••••.. _. 
6,500._. __ ...•. _ •••••• __ .•. _ .• _ .. _ ..... _ .. _. _. _. 

I Per 5-80 equivalent plant. 
a A mlnWl SI&D lndlcates a lOIS, 

('I'm. 
-]7.8 
-7.& 
-2.6 

.8 
'.8 
•. I 
6.' 
6 .• 
6.7 
7.' 

(,,"111 
-11'1.2 
-ItO 
-.7 
2.' ••• R .• 
7.1 
7 9 
'.8 
9 .• 

C,nl. 
-II. • 
-I.A-
3.' ... •• • • 11.0 
lUI 
12 .• 
13.0 

e,n" 
-IO.It -.. •• 
" • • " . 12. I 

13.0 
13." 
14.2 

(.',n', 
-lUI 

•• •• 77 • • 10 .• 
II. ,., 
Ia' 
1:1.' 

The relationship betwun income from ginning "lone in cpntR ppr 
100 pounds of seed cotton, and volume in running bale8 per 5- 80 
equivalent plant, was then determined for all 95 B880ciation8. Like
wise, the relationship between income and volume was determined 
after adding to ginning income the income from each of the other 
activities. Five lines of average relationship (fig. 16) betwun income 
and volume, as well as five series of averages (table 28) representing 
the income at 50D-bale intervals in volume, were thu8 obtained." 

At a I,OOD-bale volume per &-80 equivalent plant, the average 10M 
from ginning operations alone was 17.8 centR per 100 pounds of seed 
cotton ginned. The inclusion of the income from bagging anll ti .... 
reduced this loss to 16.2 cantR per 100 pounds of seed cotton; the 
addition of income from cottonseed further reduced it to a 1088 of 11.4 
centRo Adding the average income from cotton further reduced the 
loss to 10.8 cents; and including the income from side lines brought the 
loss to 8.9 centR per 100 pounds of seed cotton. At 81,000 bale volume, 

liThe same formula used In nIa&loc ~ 1.0 volume (,.--+~) _. u.d In adcuJatloc the II,. 
of avenge relatloa8bip and Ule NBUltlDlannpt. 



INCOME PER 100 POUNDS OF SEED COTTON AS RELATED TO SOURCFS OF INCOME AND VOLUME GINNED 
OKLAHOMA COOPERATIVf COTTON-GIN ASSOCIATIONS, 1933-34 

INCOME COMPAR ISO NS GINNING ONLY GINNING AND WRAPPING INCOME 
C&rIt, ptf 

GI";'..~CWr..pt»:;r,' ,l::... Ccl\b pv 100_ lOO~s 

10 
cotlmfeo'lM .::::._ 

--G;',"/~,'7~ -,r- .,.- ~- - 10 
cDtfDnSud. 'P"" - .. -

<,~ " .'- ~ 
~,~ ~- -andS/~in~/~;;:':;~~~.rI ~~ 

•• : • 0;" 0 
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FIGUR.E 16.-The income (rom ginning increases with the volume .ginned, and is materially supplemented by the income from bagging and ties, cottonseed, c:,'r.) 
and other activities. Cl1 
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therefore, the net operating loss p .. r 100 poun,l. of ..... .t rotton W811 

only half 88 great when the income from all oth .. r 8(·tivitillll was 
deducted from the loss on ginning. Similarly, the average incoml" from 
all activities per 100 pounds of seed cotton, at a 5,OOO-bale volume, Willi 

twice as much as the average income from ginning alon6 at that volumt'. 
The combined average income per 100 pounds of seed cotton from 

ginning, wrapping, and cottonseed (table 28, column 4) is really the 
true ginning income, since these three activities are common to 
practically all gins, both commercial and cooperative. That is, a 
cotton gin is definitely assured of the sale of bagging and tiN to an 
amount equal to the number of bales ginned, and practically assured 
of handling approximately three fourths of the cottonseed from the 
total bales ginned. 

With a ginning rate of 20 cente per 100 pounds for picked cotton 
and 22~ cente for "snapped" cotton, the sale price on bagging and 
ties of $1 per pattern, and the prevailing net margin of '2.37 per ton 
on cottonseed, the average income from these three activities for the 
95 8S8OCiations varied from a 1088 of 11.4 cente per 100 pounds ofseed 
cotton ginned at a volume of 1,000 bales to a net income of 13.0 cente 
per.l00 pounds at 5,500 bales. .As shown by figure 16, until a volume 
of nearly 1,600 bales per 6-80 plWlt was obtained, the net income 
realized from these three activities was less than the total ginning 
expenses. 

The total income from all activities (fig. 16) increased with addi
tional volume from a 1088 of 8.9 cente per 100 pounds of seed cotton, 
at 1,000 bales, to a gain of 13.8 cente at 5,500 bales. The rate of 
increase in income was less with each 500 bales additional volume. 
After a 5,OOO-bale volume per 6-80 plant was obtained, the increase in 
income with each additional 500-bale volume amounted to about one
half cent per 100 pounds of seed cotton, or approximately 10 cente per 
bale. That is, little additional income per unit is realized after obtain
ing a volume of more than 12 ~ bales per saw. The same tendency with 
reference to expenses was shown in the discU88ion of expenses. 

Other Factors Influencing Income 

Percentage of Snapped Cotton Ginned 

The associations ginning the greatest proportion of snapped cotton 
had the highest income during the 1933-34 season (table 29 and fig. 
17). At a volume of 1,000 bales the associations ginning 51 percent or 
more snaps lost 2.3 cente less per 100 pounds of seed cotton from 
ginning, wrapping, and cottonseed than did the associations ginning 
50 percent or less snaps. At a volume of 5,500 bales associations 
handling the greater proportion of snapped cot ton made 0.7 ceo te more 
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per 100 pounds of seed cotton. The income from ginning, wrapping, 
and cottonseed, since it is common to all associations, was used in 
table 29 rather than the total income from all activities. 

TABLE 29.-INDICATED AVERAGE INCOME PER 100 POUNDS OF SEED 
COTrON FaDM GINNING, WRAPPING, AND COTTONSEED FOR Asso
CIATIONS GINNING DIFFERENT PERCENTAGES OF SNAPS, BY VOLUME 
GINNED 

Bales ginned I 

I,OOIL _______________ ._ ••• _ ••• 
1,600. _____________________ •. _ 
2,000. ______ .... __ • _____ • ___ ._ 
2,6(1} ______ • _____ : __ .~. _. __ ••. 
3,OOIL _______________________ _ 

t Per 5--80 equivalent plant. 

Average Income lor 
plants iinDilq-

50 percent 51 percent 
Balea ginned I 

or leu or more 
snaps snaps 

C .. ,. 
-12.1 
-~I 

U 
U 
7.' 

c .... 
-9.8 3,50(L _. __ ."._. ___ ... ________ _ 
-.5 4,000. ________ . ______________ _ 
4.2 4,5(X), __ ._. _._ .. _____________ _ 
1.0 5,000. _ .. _______ •... ___ • _____ _ 
8.9 6,500 .. _._ ... ______ .. ___ • ___ . 

I A minus sign indiCtlow a loss. 

J J TOTAL 
51" or Inon, ~ 

A verap Income I 01 
plants ginnine-

50 percent 51 percent 
or)ess or moze 
soaps snaps 

C""' 
9.3 
1~3 
11.2 
11.8 
1>< 

c .... 
IU 
11_2 
I~O 
IU 
111 

C.nh 
100 P 

INCOME 
po. 

ourds - 10 

INCOME FROM GINNING, 
WRAPPI NG,AND COTTONSEED 
OF ASSOCIATIONS GINNING 
DIFFERENT PROPORTIONS OF 
SNAPPED COTTON 4 ~ 50" Dr Ir'~ o 
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51" OR M9.RE •• . . -- ~ . 
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2.345601234 
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FIGL"IlE 17.-Th~ income per 100 pounds of seed cotton was slightly higber lor associations 
',ginni.ng the higher percentages of snapped cotton. 
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The average ginning rate for the associations that ginned 61 pcl't'llnt ; 
or more of their cotton an 8Ilaps waa 22.1 cents per 100 pounds, ,,·hila . 
the average rate of plants that ginned 60 percl'nt or 1_ SnRptI wu 
20.7 cents. The actual difference in the avt>rRjre ginning rate of the; 
two groups of associations was 1.4 instead of 2.5 rl'nts." At 2,000 . 
bo.l.es the higher income per 100 pounds of seed c~tton of the &Moria- i 
tions ginning the greater portion of snaps an compared to th01l<l 
ginning a greater proportion of picked cotton, was putly due to the 
difference in the ginning rate. That is, at 2,000 ball'll or 11'.811, hod the 
ginning rote been the 8ame, ginning snaps would have boon mo .... 
profitable than ginning picked cotton. 

Had the difference in ginning rates between snapped and picked 
cotton been greater than 2.6 cents, the advantage of plants ginning the 
greater proportion of 8Ilapped cotton would have been correspondingly 
larger. Had the ginning rate for picked and 8napped cotton been the 
same, the net income from ginning, wrapping, and cottonseNI. would 
have been more for 8Ilapped cotton than for picked cotton at volumes 
less than 2,000 bales and nearly aa much aa for picked cotton at vol
umes in excess of 2,000 bales. Bued on the data available there 
appears to be no justification for a higher ginning rate for snapped 
cOtton than for picked cotton, at least in areas where both method. of 
harvesting are practiced. 

Effect of Buyin, Cotton on Total lncorru! 

PcrurUag~ of ginmd cotton boughl.-Cotton-buying operation. may 
affect the total net income in several different ways. It is true that 
BOrne associatioDB gin more cotton than they otherwise would as a 

TABLE 30.-INDICA'UD AVEIlAGE INCOME PEIl 100 POUNDS OF SEED 
COTTON FIlOM ALL ACTIVITIES FOR ASSOCIATIONS BUYING DIFFI!IlENT 
PERCENTAGES OF THE COTTON G,NNED AT THEIR PLANTS, BY TOTAL 
VOLUME G,NNED 

Average Income I per 100 Averill. Inoom8 • per I 
poundJi or Ned cotton fot poun'" 01 -' "'''on Ia< 
68IIOC18UOllI hUYln, lndJ.. IIIIINJriation. buYI, Indl· 
:-:::!r'centaaea 0 conon eawt reea...... ootwn 

Balelllinnecll ._IIlDDed I ,'on 

00 

...... hao 33.3 to 1IIJ.7 per-. . Le.than 31.3 to .. 7/,:, 
33.3 per- M.e per- cent ... 33.11 ........ ae.a per- oon or 

ClODt cent more coot GODt ...... 
CnoU a.w CnoU e .... c..u e .... 1,000 . ______________ -g. 1 -12. 2 -7.7 

1,f.j(MJ ____________ . __ 
10.1 n.1 II .• 

l,50CL _____ • ___ • ____ -.' -1.1 ... 4.000. _, ____________ 
11. J 12. & 12 .• 2,000 _______________ ••• ... ••• 4,.(0). ______________ 
JI,8 13,. la.' 

2,.(0) ____ ----------- 7.0 7.' 8.' 
6.000. ______________ 

114 14,1 .4.2 
0.000--------- ___ .. _ 8.8 '.7 I'" ..... ----........... 12.0 14.7 141.1 

_____ 1 P. 6-80 equivalent. plaDt. fA. mlDlU.tp I~ ala., 

14 The IiDDIDI rate 1D Oklahoma In llia-M .... 20 .-au per 100 pottIIdI of MId fOtlOD for pIeted _"OIl 
and 22.6 emu far ~ 01'. dl1f«enoe 01 2.6 Cl!lDU per- 100 poqads of...:l ooU01l. 
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result of buying the patrons' cotton. The amount of cotton bought, 
however, is not as important a factor with respect to income as is the 
motive causing the association to buy cotton. The net effect of 
cotton-buying operations on income depends almost entirely on the 
purpose or objective which prompts the association to buy cotto~. 

INCOME ~ER 100 POUNDS OF SEED COTTON,FOR ASSOCIATIONS 
BUYING DIFFERENT PROPORTIONS OF THE COTTON GINNED 

P" ... 
ON THEIR PLANTS, AS RELATED TO VOLUME GINNED 

OKLAHOMA COOPERATIVE COTTON-GIN ASSOCIATIONS 
1933-34 
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FIGUaZ 18.-The objective of an association in buying cotton, rather than the quantity 
bought, determines whether or DOt the total net income per unit i. increased by pur
chuing cotton. 

No satisfactory figures are available from the records of these asso
ciations to show what part of the volume of ginning obtained eRme as a 
result of cotton-buying operations. It is perhaps true, however, that 
some of the associations would not have been able to gin as much as 
they did without buying cotton. The only comparison that can be 
made is between groups of associations that bought different propor. 
tions of the cotton which they ginned (table 30 and fig. 18). Although 
the comparison is made between these groups at comparable volumes, 
the amount of cotton which many of the associations ginned was to 
Bome extent influenced by the amount of cotton bought. 
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On the averagp, assor.iationa that hou~ht more than two-thirdM or 
the cotton ginned on their plants had the hi~h""t total n .. t inrome p .. r 
100 pounds of sped cotton ginned. AA.oriations buyin~ I""" thsn 
one-third, 8.8 compared to thoRe buying more than two-thirds, hod R 

lower net income per 100 pounds of seOO cotton ~inn(..J. at all vohmu\ 
ranges. There was a tendency for the diff"renro between thMe two 
groups to become more pronouncOO 88 a greater number of bail'S was 
ginned. Perhaps this was due to the filet, pr .. viously mentionOO, thllt 
those associations ginning only a smllll volume and buying mOAt of it 
bought cotton either to attract or hold members and patrons. Under 
such conditions they were forced to pay more for the cotton bought 
than the other associations ginning a large volume and buying most 
of it; that is, associations with a relatively hirge volume of ginning 
would not be 88 likely to offer more than the murk"t price for cotton 
in order to attract or hold members and patrons, bel"auMe they were 
getting nearly as much cotton as they could gin without olTering 
special price inducements. 

The associations that bought from one-third to two-tbirds of the 
cotton ginned on their plants, because of I"nmpetition with other agen
cies, would tend to pay relatively more fur cotton when f .... oo with a 
small volume of ginning than those ginning more nearly their ('opacity. 
Associations within this group ginning Ie"" than 2,500 bal .... actually 
made a lower net income ppr 100 pounds of seed cotton than did othpr 
associations buying little or none of the cotton ginned on their plant •. 
With more nearly a capacity volume, however, associations buying 
one-third to two-thirds of the cotton which thpy ~innOO were able to 
realize a higher net income than those that bou~ht little or none or 
the cotton, and nearly as milch as aAAOciations that bought pmctically 
all of the cotton which they ginned. 

Effect 0/ Buying Cottonseed on Total Income 

Since the income from cottonseed nonnally lIlakes lip Buch a large 
part of the total income of a cooperative cotton-¢n association, the 
proportion of the total cottonseed ginned which is bought by the asso
ciation materially affects the income per 100 pounds of seed cotton 
ginned. The average quantity of seed cotton sufficient for a bale of 
lint, as ginned by the 95 cooperative 88SOciations during 1933-34, 
contained approximately 895 pounds of cottonseed. At the average 
net income of $2.37 per ton on cottonseed handled, the buying of the 
cottonseed incresued the income on bales so handled an a vernge of 
11.06. From the standpoint of total net income in dollars, a com
mercial gin is, of course, interested in buying the cottonseed from 
every bale ginned. A cooperative association, however, which sepa
rates the earnings on cottonseed from those of other acti vitie.!, will 
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pay a smaller patronage dividend on cottonseed to those members 
who do not sell all of their cottonseed to the gin. M8JlY cooperative 
gin ILSSociations, though, do not separate the income from cottonseed 
from that of other activities in determining the amount of patronage 
dividends due each member. In most cases the total net income from 
aU activities available for distribution as patronage dividends is divided 
on the basis of volume ginned. The dividend basis most commonly 
used, 8Jld probably the most inequitable, is the number of running 
bales ginned. 

TABLE 3t.-INDICATED AVERAGE INCOME FaoM GINNING, WRAPPING, 

AND COTTONSEED PEa 100 POUNDS OF SEED COTTON Foa ASSOCIA

TIONS BUYING DIFFERENT PERCENTAGES OF COTIONSEED GINNED, BY 
TOTAL VOLUME GINNED 

Bales riDDed I 

1,000 •••• ________ .'_. _____ • __ ._ 
1.600. ________________________ . 
2,000., " •.••• ______ ...... __ •.•. 
2,5IXJ. ____ • __ ••• _. __ , .... , __ .. 
3.000. __ • ________ • ____ . ___ , ___ . 

I Per 5-80 eqwvllllent plant. 

A verap Income I of 
plants buylDg-

MI peroent 70 peroent 
or less ot or more 01 
cottoD- cotton........ 
ginned giDDOd 

C<nU 

Bales ![inned I 

C<nU 
-9.3 -12. 2 3.500. ________________________ _ 
-.R 
3.' 
U 
7. , 

-1. 8 4,000 ____________________ .•. __ _ 
8.5 40,500 .• _______________________ _ 
ft. 6 I'i,OOO _________________________ _ 
8. 7 5,600 _________________________ . 

I A minus sien indicates a loss. 

Average income J 01 
plants buyins-

69 percent 70 percent 
or less 01 or more of 
cotton- cotton.... .... 
ginned ginned 

c..u 
ao 
0.0 

10.8 
It. t 
n. ft 

<>nt, 
1~. 
11.3 
IU 
118 
13.4 

In order to show the effect of the proportion of cottonseed bought 
on net income from ginning, wrapping, and cottonseed per 100 pounds 
of seed ginned, the ILSSociations were divided into two groups, based 
on the percentage of seed ginned which was bought by the usociations 
(table 31 and fig. 19). The groupings, 70 percent or more, and 69 
percent or less, were used because they divide the number of ILSSocia
tions into two nearly equal groups. 

The following differences exist in the average income per ton of 
cottonseed handled by ILSSociations buying 70 percent or more of the 
cottonseed ginned, 8Jld those buying 69 percent or less: 
Percentage of cottonseed bought and volume ginned: 

6 .... "'"'t lneomt pn tort 9 percent or I ... of cottonseed bought: of """""ud .. ""'_ 
Less tban 2,500 bales ginned ________________________________ 12. 79 
2,600 or more baJea ginned__________________________________ 2. 16 

70 percent or more of cottonseed bought: 
Less than 2,500 bales ginned________________________________ a 44 
2,500 or more bales ginned __________________________________ 2.29 

Associations buying 70 percent or more had a higher income {rom 
ginning, wrapping, 8Jld cottonseed per 100 pounds of seed cotton 
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NET INCOME FROM GINNING. 
WRAPPING. AND COTTONSEED 
OF ASSOCIATIONS BUYING 
69 PERCENT OR LESS AND 
ASSOCIATIONS BUYING 70 
PERCENT OR MORE OF THE 
COTTONSEED GINNED ON 
THEIR PLANTS 

OKU\HOMA COOPERATIVE 
COTTON-GIN ASSOCIATIONS 
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FIGUa.E 19.-With • volume of lei. than 2,000 bOlla per 5-80 plant, ulOCiatinn. fhat 
bought the largest proportion. of the cotton.eed ginned on th~ir plant. did not realize 
the highett net incoma per unit. 

when the volume ginned was above 2,500 bales, but a lower ine,ome 
when the volume ginned was below 2,500 bales (fig. 19). The explana
tion for this unusual difference at the lower volumes is in the average 
net income per ton of cottonseed handled. With a volume below 
2,500 bales, the average per ton income to the Il88Ociation WB8 IlOme
what more for the &8IlOCistions that bought 69 percent or 1C811 of the 
cottonseed ginned than for &8IlOCiations that bought 70 percent 
or more. 

To the extent that a high income to the Il88Ociation per ton of 
cottonseed bought meant a low initial price to the grower, the smaU 
percentage of cottonseed handled by the gin was due in part to the 
low price paid the grower. A relatively low price for cottonseed 
would in turn tend to cause the grower to &eUless cottonseed, which 
would also tend to contribute further to a low volume by making it 
more attractive for customers to patronize nearby gins offering a 
higher price for cottonseed. 

These results emphasize again the desirability and neceesity of de
termining eeparately the amount of patronage dividends for each 
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activity. If it were explained to the members that the income on 
cottonseed purch!l.8es would be computed separately from that on 
other activities, and paid back as a separate patronage dividend, the 
initial price paid by the association would not have so much effect 
on the quantity of cottonseed sold by members as under the present 
methods of calculating dividends. 

Effect oj the Manager's Training, Experience, and Education 

The effect of the training, education, and experience of the manager 
is somewhat more important with respect to income thA.ll with respect 
to expenses, because the successful selling of cotton and cottonseed 
bought from patrons and handling of feed, coal, and other side lines 
sold to patrons, requires more business ability than that necessary 
to the mee-hanical operation of a gin plant. 

As pointed out under the discussion of expenses, such factors as 
training, 'experience, and education of the manager cannot be defi
nitely measured statistically. However, a comparison between the 
per unit incomes of associations grouped according to these more or 
less partial measures of managerial efficiency shows some tendencies 
that are somewhat more pronounced than in the case of expenses. 
As in the case of expenses, however, these tendencies are not conclusive. 

Associations whose managers obtained their previous training in 
the gin office, as compared to those whose previous training was in the 
gin plant, apparently realized a higher per unit income (or sustained 
a lower per unit loss) when comparisons between the two groups are 
made at the same volumes. As previously mentioned, there was no 
apparent difference in the per unit expenses of associations grouped 
according to the previous experience of the manager. 

The per unit income appeared to be influenced by the number of 
years' experience of the manager. Associations that employed the 
same manager year after year tended to have a slightly higher income 
at 0.\1 volumes of ginning represented than associations that changed 
managers every 2 or 3 years. As pointed out under -expenses, this 
factor did not appear to have any material significance. 

On the average, associations whose managers had some education 
or training in high schools or colleges tended to realize a higher net 
income than associations whose managers had only a common school 
education. Similar results were observed with respect to per unit 
expenses in that the expenses of associations managed by men. with 
some training or education in high schools or colleges appeared to 
be lower than that of associations managed by men with only a 
common school education. 
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Income From Each Activity a8 Related to the Number 
of Bales Ginned 

Cottonseed accounted for more than hall of the total income of 
8S8OCiation8 ginning 2,500 bales or less per 6-80 plant. The in('~me 
from ginning was less than the income from bagging and tiea until a 
volume of approximately 2,900 bales was reached, and 1 .. 98 thlUl the 
income from ('ottonaeed until a volume of nearly 3,500 balea W811 

ginned (table 32 and fig. 20). 

TABLE n.-INDICATED AVERAGE INCOME FRO'" EACH ACTIVITY, PER 
BALE GINNED, AT SPECIFIED VOLUMES • 

A" .... InoolDe' Ptr bale from-

OIDnial !:r.l: Cotton· B ... 81dtlu.. T .... - ....... 
--- ---

- •. 18 ... ... 10.11 .... -.... 
-1.81 ... . ,. ••• ••• . .. 1.000 ••.••..•..... ___ • _____ ...•... __ . __ .. 

l,MIO._. __ .. _. ____ •. _ •.••...•.. 
2,000 ••• ___ • __ •••• ___ ". __ ....... ____ .. _ •. -." • 32 . ,. 

• •• .rn .17 
2.MlO._. ___ .. __ ...•.. _._ .11 . 3' . n ••• ... • •• 3.000 •••••..•.•. _. ___ ....... _. _._ ,_ .. _ .• ... . 3' .n ... .00 1.11 a .... (J(L •.•. __________ .... ___ .•.•• .,. ... .70 ... -In . .. .. .. .70 .:11 -." •. II 

• rn . M , . .. .... ''11 

4,000: ..• _ ••• ___ •• __ •. _______ ., ... _ "." __ . 
4.50). ___ .. _________ . __ ........ . 
6.000 ••• _ ••• __ •••••••••• _ •••••••.•••. _ •. _ .... ... ... ... -06 • • 

I Da .. In this tat:1e were computed from data In table 211. Income (or.) from each AMI"lt)' In h'rmlol 
aenta per 100 pounds w .. Om obt.aUled by latina the dur"o(l8 bet_ .. n eacb JUooeedlnc pall 01 columbl 
in table 28. Figu.mll.hll5 obtalnM wen CODVPrted ioto per bele ft,ure. by mllltiplyiol_l'b by .7 M-tbe 
avel'1lP Dumber of hundred pounds orllled COUOII per bale,ot .. U rM .-:.elations, Inrome or 10M from lin
ninl and from all ecth·j\i_ romtoined, .. shown b;v the ftl"lt &.0.1 Jut column., are the laDle u Ibowa h, 
C!OI1't!lSJ.IOndloa columusln table 21ucept 'ot u.. dUfer ...... La t.be u.oJl. I.JI wbkb u.pr-...I. 

t Per 6-80 equivalent planLa. 
t A mlDDl11&n lDdicalei a 1081. 

Ginnin, 

Ginning is the only activity of a cotton gin that is materially 
affected, insofar as the per unit inrome is concerned, by the volume of 
cotton ginned. Income from ginning alone varied from a 1088 of 
$3.18 per bale, at a volume of 1,000 bales, to a gain of $1.20 per bale, 
at 5,000 bales (table 32 and fig. 20). This amounts to an everage 
difference of $4.38 per bale between the income of 5-80 equivalent 
pilUlts ginning 5,000 balea and of thoae ginning 1,000 balea. At rare. 
prevailing in 1933-34, the average 5-80 pilUlt operated at a 1088 from 
ginning revenues alone until a volume of approximately 2,400 bal ... 
was obtained. 

The average income from bagging and ties per bale ginned increased 
gradually with increased volume from 29 cents at 1,000 balee to 34 
cents at 3,500 bales. No additional increase was obtained at volumea 
above 3,000 bales <table 32 and fig. 20,. 
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INCOME FROM EACH ACTIVITY PER BALE GINNED 
AS RELATED TO VOLUME 

OI<LAHOMA. COOPERATIVE COTTON-GIN ASSOCIATIONS 1933-34 

GINNING 

O!-__ "~~"''' __ ~''L-_''''' __ ~'''''L-__ ..... ~~.a __ ~'''''L-__ ''--J 
COAL.#FEED,SUPPLIES,ETC I~ME O~"L---~ __________________________ ~ 

LOS$ _I L-________________________________________ ~ 

.r-------------------------------------, 
ALL ACTIVITIES COM81N 

2~----------------------__ ._· ... --.. --lrwl~ 

o 

-I 

FIGURE 20.-Th~ income from bagging and ties, cottonseed. cotton, and side lines is about 
the same per bale ginned regardless of volume. Thes.e other activities account for most 
of the total income until a relativcl~' large volume of sinning is obtained. 
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Since the rate charged for bagging and ties, 118 .... t hy the State 
corporation commission for 1933-34 WII8 $1 ppr pntwm, the tendency 
toward a slight increase in the ppr bale incoDle from bagging and tiN! 
with increased volume up to 3,000 bales is to be explained by lower 
per pattern costa to the plante having a larger volume of ginning 
rather than an increased wes price. The 888Ociations buying larger 
quantities of bagging and tips probably were able to obtain a sligh tly 
lower price by buying in carlots, and po!lSibly also lower incoming 
freight or shipping charges. 

The income from bagging and ties, as stated abov .. , is relativply 
high as compared with the income from ginning. J<'or eXIlIIl)Jle, with 
a volume of 2,500 hales, the average income from bagging and ties of 
32 cents per bale was nearly three times as much-as the average income 
from ginning of about 11 cente per bale. That is, with an investment 
of less than $2,000 in an inventory- of bagging and ties for only a few 
months, the income from this source was three times as much as from 
ginning, with the large fixed investment in gin machinery- and buildings. 

As a matter of fact the margin of income made on bagging and ti ... 
by a cotton gin is nothing more than an addition to or even a part 
of the ginning rate. The ginning and wrapping of a bale of cotton 
are inseparable processes. In principle there is no more justification 
for a gin organization making a separate cbarge for bagging and tiea 
than there is for making an additional charge for the fiber and metal 
tags that are usually put on the bales at the gin. It may be, however, 
that the sum of the ginning rate plus the margin of income realized 
on bagging and ties is not enough to compensate a gin on the basi. 
of the fixed investment in buildings and machinery. 

Cottonseed 

The average income from cottonseed per bale ginned declined from 
86 cente at 1,000 bales to 68 cente at 5,000 balee (table 32 and fig. 20). 
This decline of 20 cen ts per bale ginned in the income from cottonseed 
is perhaps to be explained in the price paid growers. An 888Ociation 
with a relatively large volume of ginning and a satisfactory total 
income would be inclined to pay growers more initially for cotton .... <ld 
than another association expecting to make only a small k.t .. 1 income 
or perhaps a loss. ' 

To the extent that the low volume of ginning WII8 the result of a 
ahort crop, the grower's requirements for planting seed and feed 
would make up a larger percentage of the cottonseed ginned. This 
would further reduce the total income to the gin from cottonseed &8 

a smaller percentage of the cottonseed would be handled. All these 
factors combined would tend to cause the BBSOciation with only a 
small volume of ginning to reduce the initial price paid the grower. 
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Although not shown by data in table 32, the associations with lower 
volumes did pay the lowest price for cottonseed. (See p. 71.) 

The net income from cottonseed, together with the income from 
bagging and ties, at a ginning volume of 2,400 bales amounted to 
approximately $1.05 per bale or a total of $2,520. .As previously 
shown, at a volume of 2,400 bales the average 5--80 plant just about 
realized expenses at the ginning rates of 20 to 22~ cents per 100 
pounds of seed cotton which prevailed during the 1933-34 season. 
With a ginning rate of 20 and 22 ~ cents, therefore, the average 5--80 
plant ginning 2,400 bales realized a net income of $2,520, or a 10-
percent return on a $25,200 investment, without having made any 
net income at all from ginning proper. 

These figures are presented here in order to emphasize the fact 
that certain income accrues to a cotton-gin organization, in addition 
to the income from ginning proper. Even though the commercial 
ginning rate as such appears to below, cooperative cotton-gin associa
tions are 'st-ill able to make substantial savings for their members in 
handling bagging and ties, and cottonseed. The figures also empha
size that the total net income to the association should be distributed 
among the members in proportion to the business contributed by 
each member to each department. That is, since cottonseed accounts 
for approximately half the income, a member who gins 10 bales of 
cotton and sells 4 tons of cottonseed to the gin, should receive a 
larger patronage dividend than a member who gins 10 bales but 
sells only 1 ton of seed to the gin. 

Cotton Purchases 

Although a number of associations handled cotton at a loss, the 95 
associations as a group realized a slight income from handling cotton. 
Income from this source increased slightly with the number of bales 
ginned. At l,OOO-bale volume, an average net income from handling 
cotton of 11 cents per bale ginned was realized; at 5,OOO-bale volume, 
a net income of 21 cents per bale ginned was realized (table 32 and 
fig. 20). .Associations ginning 5,000 bales netted on the average nearly 
twice as much per bale from cotton-buying operations as associations 
ginning 1,000 bales. This average total income from cotton would 
amount to SIlO for the associations ginning 1,000 bales and an average 
of$1,050, or almost 10 times as much, for associations ginning 5,000 
bales. 

These figures definitely indicate that associations with a low volume 
of ginning did not engage in cotton-buying operations to make money 
on cotton. Their objective was evidently to offer this marketing 
service practically at cost, and in some cases at a loss, in order "to 

1181T3·--37~ 
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attract ginning customel'8. It is entirely po!I8ible that IIOme of the 
associations increased their total net income indire<-tly l1li 8 reBult of 
handling cotton even though a 1098 Willi realized on the cotton IIIIsu~h. 
To the extent that the total volume ginned Willi greater l1li 8 rMult of 
the association's cotton-buying policy and the ginning expensea per 
bale thereby reduced, the resulting increase in the per bale income 
from ginning could exceed the 1098 per bale on cotton. 

Side Line. 

Income from miscellaneous side lines decreased with increaaed 
volume of ginning. At I,OOo-bale volume the income from side lin .. 
amounted to 34 cents per bale ginned; at 3,OOO-bale volume aide 
lines appeared to be handled at cost; and at 5,OOO-bale volume they 
were handled at an average 1098 of 5 cents per each bale ginned (table 
32, fig. 20). 

Associations with a low volume of ginning, and consequently a low 
income or a 1098, would be more interested in supplementing their 
income by handling side lines than would associations with a relatively 
larger volume or satisfactory income from the activities regularly 
associated with ginning. The asaociations ginning a large volume of 
cotton would be more apt to handle side lines at cost or even at a 
small loss just to accommodate their membel'8 than would fl88Ociationa 
with a low volume of ginning which had to make side lines a source of 
revenue. 

Side-line activities appear to offer the IIOlution to one of the biggest 
problems of cooperative gin asaociations-that of providing continu
ous yearly employment for the manager and bookkeeper. Many 
different kinds of farm supplies, such 88 coal, feed, seed, and fertilizer, 
seasonal hardware such 88 cotton aacks, hoes, and even farm imple
ments and repairs, could be handled by a cooperative gin 888Ociation. 
In addition almost every cooperative gin h88 enough membel'8 and 
prospective membel'8 to justify a gas and oil Btation. Even though 
no material net gain is realiied, if these interseason activities could 
result in enough income to pay the salaries of the manager and book
keeper during the inactive ginning months, they would be very worth
while. By this means more capable managers could be attracted to 
cooperatives, and some of the capable ones now in charge could be paid 
a salary commensurate with the services which they are rendering 
and the responsibilities of their position. 

The policy of handling such side lines could aid materially in keepiIlg 
the cooperative organization and its records active and intact 
throughout the year rather than just during the few months of the 
ginning season. Handling of farm machinery and repairs, together 
with eertain seasonal hardware requirements for cotton farme, is 
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especially well adapted to accomplish this end because the active 
season for the sale of these products comes during the most inactive 
part of the ginning ssason. 

A cooperative cotton gin association, in some respects at least, is 
in an ideal position to handle farm supplies. The permanent location 
of the gin plant with its office and overhead organization should enable 
thess farmers to sst up a purchasing association much more easily 
than in other sections of the country where purchasing activities 
are the only source of revenue. That is, since purchasing associations 
have developed in other areas and succeeded on the saving effected 
on purchases alone," purchasing activities in connection with the 
permanency of a cooperative gin organization should strengthen 
both activities. 

A somewhat comparable development has occurred in connection 
with cooperative grain elevators. Elevators, like cotton gins, are 
highly ssason'al. According to Green, I. cooperative elevator associa
tions that handled farm supplies had a higher income than those that 
did not handle such supplies. The number of members and the 
relationship of members to the cooperative is very much the same for 
cotton gins as for elevators. 

In view of the experiences of some Oklahoma associations in which 
the problem of losing members has arisen as a result of refusing or 
allowing credit on farm supplies sold directly by the gin association, a 
separats cooperative organization for the handling of side lines seems 
advisable. It might be served by the same board of directors and 
the same manager, and made up of pructically the same membership 
as the ginning association. A sound credit policy should be decided 
on by the board of directors. It should be rigidly adhered to by the 
manager. Generally, it is best to sell ouly for cash, even if, as may be 
expected, some patrons will be offended when refused credit. 

Unless the cooperative gins expand into other activities so that 
they can pay salaries adequats to obtain managers of the type needed, 
it would probably be better for these associations to keep to smaller 
and more inter.lsted memberships and smaller gin plants, confining 
their activities to ginning for members only. Comparable organiza
tions exist among the local creamery cooperatives in Minnesota." 
The head buttsrmaker of the associations, with the assistance of the 
board of directors, a~ts as the manager. If cooperative cotton gin 
associations are not too large in number of members, size of plant, or 

II See][DIlpp.l~O .• and Llsc.. lobo B. COOPu.&Ttva ~() OJ' rAlUl. s\Jppuu. F. C. A., 
Coop. Di •. Bull. l.npp •• iUU!l .• lli1SS. 

"SeeOreen, Roy M.,ud Balllnpr, ROJ A. 'UUIBDSIU •• nN~o..a. ... .A.lmOPUAUMG8'I'ATtfSOrCOOPEU
'ftVaCOtlltftT SU'A'l'OU III OIl:UDO)U., UIIII-M. F. C. A .• Coop.})"', Mbe. Rept. IS. 25 pp., Ulus..11IIIS. 
I_.J • 

U Btack. JohD D .• ad Guthrie. Bdward 8. acoNOIdI: oUI'KC'IS 0 .. ca&A.MUi oao.L".IU'hOS~ ILbm. 
Aer· &qc. BlL 'heb.. Bull. ,,11l pp.. Ulus.. 18M. 
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volume of business, and do not handle cotton or any appredable 
number of side linee, the servicee of a mRDBgtlr other thM th" h""d 
ginner are hardly neceesary. 

Difterence In Cooperative and Commercial Gins With 
Respect to Buying Cotton 

Although the number of balee to be ginned in a given area during a 
given season is somewhat fixed, it may be possible for a few gins in an 
area to increase their total income in dollars by means of buying 
cotton above the market price, if by so doing additional volume is 
attracted to those plants. In addition to being somewhat unethieal, 
this means of securing additional volume and new membere or patrons 
is even more unsound for a cooperative organization than for a com
mercial gin. In either case the profits depend on greater gains from 
increased volume than losses from cotton bought. It is obvious that 
a 1088 purposely taken on a bale of cotton bought solely to secure 
ginning that would otherwise go to another plant, is nothing more 
than a concealed reduction in ginning rates. 

It is entirely possible for such practices to be profitable to a com
mercial gin and yet under identical circumstances be unprolitable to 
a cooperative gin association. A commercial gin is interested in the 
total net income in dollare regardless of the number of bales ginned, 
while the members of a cooperative gin are interested in the net 
income per bale ginned. For example, a commercial gin organization 
might increase its volume from 1,500 to 1,800 bales and its npt ineome 
from $4,500 to $5,000 as a result of buying c.otton. This would, of 
course, be profitable. For a cooperative gin, however, the $5,000 net 
income divided among the 1,800 bales would result in patronage divi
dend of only $2.78 per bale. On the other hand the $4,.500 divided 
among the 1,500 bales would result in a patronage dividencl of $:1 
per bale. 

Sinee the income from bagging and ties and from cotton ....... d is 
about the same per bale ginned regardless of the volume of ginning, 
the only factor that contributes to increased income per bale as a 
result of increased volume is the decline in per unit ginning expenses. 
For this reason a cooperative gin cannot afford to lose as much per 
bale on buying cotton &8 a commercial gin in order to get an addi
tional volume of ginning. The cooperative gin has only the additional 
income per bale from ginning associated with increased volume, while 
the commercial gin has in addition the average income per bale from 
wrapping and from cottonseed. 

Additional volume would tend to increase the total income from 
cottonseed and wrapping but not the per bale income. That is, since 
the additional amount of income from these sources would be divided 
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on the bllSis of patronage among a correspondingly greater number of 
bales, the amount per bale would not be increllSed. The only net 
saving, therefore, which a cooperative gin organization would realize 
in paying above the market for cotton in order to attract additional 
volume would be in reduced ginning expenses, and the resulting in
crellSe in net income per bale from ginning proper. The income per 
bale from cottonseed and wrapping would presumably be returned to 
the patrons in proportion to the amount of business contributed by 
each. 

Data in table 33 show a theoretical comparison between cooperative 
gins and commercial gins with respect to the amount each may lose 
per bale on cotton and buy every bale ginned, without reducing the 
real income, provided specified increllSes in volume ginned are obtained 
as a result of buying cotton. 

TABLE 33.-EsTIMATED MAxiMUM Loss PER BALE GINNED THAT 
MAY BE OFFSET BY INDICATED INCREASES IN VOLUME GINNED WITH
OUT CHANGING THE NET INCOME PER BALE OF COOPERATIVE GINS 
OR THE TOTAL INCOME OF OTHER GINS 1 

:;:::J~1ljb'::l! 

Maximum loss per bale ginned 
offset by specifled incnIases in 
volume !!~1!f::!f J!Y! 

Masimum 10&'!l per bale ginned 
offset byspad.8edincreases In 
volume 

ginned irDn ginned IC DO 
cotton is bought t."" 2.000 .. "" 3,000 3,,,," cotton is bought t,,,," .. 000 ..... 3,000 ',500 

bales bales - bales bales - baI" baJes baI .. balo. 

------ --------
Coor.~~I.~~.~I~s_:_ 11.82 ... ,. .. ,,. ..... 13.91 

Othr~~: _______ 
",'8 13·76 13." $f." ..... 1,500._._ •• ____ ._---- ... 1.41 1.82 2." 

1.500. _________ ------ 1.211 , ... 2.34 U8 2,000. ___ '. ____ ---_ .. ---_.- .56 .91 1.18 2,000 .• ________ ____ po . __ ... .77 t." 1.63 
2,.'iOO. ___ •• _. __ .. -.-- --.--. ------ ... . .. 2,50[L. ________ -_.- .. -.. _-- -. __ .. .62 ... 3,000. _________ _ ... _. 

-~ ... ~ .~.~ .. . ~.~-- • 71 3.000_._~_~_~_ • . ~-.-. -~~-~~ ~~~-.. ~-.~. - ... 
I These per bale figures were calculated (rom the data in table 32. For example. the '1.82 In tbe col

umn under the heading "Cooperative RiDS" Is the decrease In the per bale loss (tncrease in Income) from 
~llUling 1.500 ba.lesascompared to 1,000 bales ($3.18 less '1.36). Tbe '2.18 In the ooJumn under the heading 
• Other giDS" was obtained as follows: 

(I) The lraerease in Income (decreue in loss) resuJUqg from an increase In volume from 1,000 to 1,600 
balea would he $2,730 (,I.82Xt,600). 

(2) For a commercial gin, this additional t500 bales ginned 0,000 to 1,500) would result In some additional 
inoome from oottonseed and bagging and ties. At 1,600 bales volume. a.coord1ng to tBhle 82 theae aiDS had 
an looome per be.!e ginned of 30 cents from bagging and ties, and 78 cents from cottonseed. This would 
Increase tbe total income $540 (600 bales X,I.OS). 

(3) The sum of the increased income from ginning and tbe Inerea.sed Income from cottonseed and bag. 
ginr and ties would be 13,2'70 ('2,730 plus SMO). 

(4) Dividing this 13,270 incren.se by I,SIlO, the total number of bales ghmed lives an av8l"1lp of '2.18 per 
bale. 

(.5) Thel1!fore a commercial gin could lose $2.18 pe.r bale In buyilll ootiOD, and buy every bale ginned 
witbout reduoinl its Income in dollan. U by 80 doln.c Ua volume could be Inoreaaed from 1,000 to 1.600 bales. 

According to these figures, if a commercial gin operating under 
identical conditions could increllSe its volume from 1,500 to 2,500 
bales lIS a result of buying cotton at a loss, it could lose an average of 
$1.89 per bale ginned on the cotton bought and still realize the same 
net income in dollars at 2,500 bales lIS it would have made by ginning 
1,500 bales without losing any money on cotton. Under sinri\ar 
circumstances, however, a cooperative gin could take an average 
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1088 on cotton of only 11.47 per bale ginned without rNiuring t.hA 
net income in dollars per bale. 

For either the cooperative or the commercial gin the additional 
margin of income which results from a 500·bale increase in volume iM 
much greater for the low.volume gin. than for the high-volume ginA. 
For example, a cooperative gin that inoreases ita volume from 1,000 
to 1,500 bales raisea its income 11.82 per bale, while a 5OO-bale increue 
in volume from 3,000 to 3,500 balee increasee the income pe.r bale 
only 27 cents. Likewise, the commercial gin gains 12.18 per bale by 
increasing volume ginned from 1,000 to 1,500 bales, but only 42 cents 
per bale by increuing volume ginned from 3,000 to 3,500 bales. 

Under competitive conditions, increasing income by securing addi. 
tional volume as a result of buying cotton at a 1088 is more theoretical 
than real. If such a practice is started by one gin in a community, 
competitive gins are forced to offer the same inducements. The 
result is that the volume ginned by each plant is approximately 
unchanged even though cotton is bought above the market price. 
As WB8 previously mentioned, these practicea are nothing more than 
a concealed reduction in ginning rates and as such are decidedly 
unethical. 

From the standpoint of cooperative gin associations, any additional 
business or new membo .... obtained by special price conCMftiona are of 
questionable value and doubtful permanence. A cooperative gin 
that purposely buys cotton from members" above the price at 
which the cotton can be resold is, in effect, paying a patronage divi· 
dend in advance. Such a practice results in gro..a inequalitips in 
patronage dividends beca\l88 the 1088 on (,A>tton whirh is an overpay. 
ment to some patrons must necessarily be taken from IIOme other 
department of the ginning bllSiness. 

If it is absolutely necessary that a cooperative gin &88OCiation buy 
cotton to accommodate the regular members with this marketing 
service, the patronage dividends should be calculated separately on 
each department. That is, the income on bagging and ties and 
ginning should be prorated on the pounds of seed cotton ginned by 
each patron; the income on cottonseed prorated on the ba.is of the 
tons of seed sold by each member to the BBBOciation; and tbe inrome 
or 1088 on cotton prorated on the buis of pounds of lint cotton pur
chased from each patron. If the cotton is either bought or BOld on 
grade and stable, the factor of quality should p088ibly aIso be con. 
sidered in prorating income or lOBSes on cotton. It is just as logical 
and equitable that losses in anyone activity of a cooperative gin be 
prorated to those responsible for these losses, as it is that income be 
prorated to members in proportion to business done by each. 

II Aawmin&' "hal all ~troD:I arelllftlben. aDd tbey 1II&IIt be tn.I.ed .. IUds _lUi I'Mptet. to dtyidtadt 
I r tbe orpnizaLioD iI trul, cooperau ... 
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Since the theory of cooperative cotton ginning with its associated 
enterprises is to render these services at cost, the only sound principle 
of operation is to place each activity on a separate dividend basis. 
Combining the income from all activities into one dividend is certain 
to be inequitable, because the per unit income in the several activities 
is entirely different. In addition, every department or activity is not 
patronized by the member in the same proportion. 

With respect to cotton-buying operations, it should be emphasized 
that the speculative holding of cotton or short selling has no place in 
a cooperative organization. Cotton purchases should be resold at 
least daily. If the manager or buyer for a cooperative cotton gin 
association is not sufficiently skilled in the cotton business to realize 
a reasonable merchandising profit on cotton bought from day to day, 
then by no stretch of the imagination could he be expected to be 
sufficiently skilled to outguess the future movement of cotton prices. 
If some of the individual members of a cooperative cotton gin are 
desirous of speculating on price changes, it would be much more 
equitable and logical for them to hold their own products or sell 
short, as the case may be. They would thereby assume the risk as 
individuals and not endanger the financial stability of the cooperative 
association. 

Members of cooperative cotton~gin associations cannot expect the 
manager of their gin, who may not be particularly well trained in 
marketing cotton, to buy their cotton in the name of the association 
and pay them the exact market price each day on the basis of the 
quality of each individual bale without incurring risks that must be 
borne by the association. It would be more lpgical and wiser from the 
standpoint of the association to receive the cotton and sell it for the 
individual account of each member. Sales could be made through 
some cooperative cotton-marketing association, to some reliable com
mercial cotton firm, or through a broker. If the gin association has 
sufficient cash assets, it could, without any material risk, make a 
substantial advance payment on each bale of cotton received, pending 
'a final outturn on the sale of the cotton for the member's account. 
Handling cotton by cooperative gins, as it is practiced under present 
conditions, places the financial risk of any change in price, as well as 
any misjudgment of the manager, on the members of the cooperative 
as a group and, because of the risk involved tends to discourage 
payment for cotton bought on the basis of the value of individual 
bales. A member who is unwilling to await the returns from cotton 
sold for his own account, but instead insists that the gin buy his 
cotton outright and sell it for the account of the cooperative (the 
association assuming or guaranteeing the accuracy of the class, 
wei~ht, and price), is not desirable as a member of a cooperative 
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888ociation. Cooperative enterprisee having a majority of luch 
members have little chance for 8Uce_. If a cooperative cotton-gin 
association finds it necessary to buy cotton at a 10M in order to attract 
volume, it is operating on a very unsound bBSis. 

Percentage of Return on Investment 
Bam oj Valuation 

In order to determine the relationship of nE't income to invE'Stment 
(the percentage return on investment) it is first necessary to dpcida 
what bBSis of valuation to use BS the investment. Some of tht'J haAM 
that might have been used are BS follows: (1) The original cost of land, 
buildings, WId machinery; (2) the original cost of these 8118t'Jts It",. 
depreciation; (3) the replacement cost; (4) the present book value of 
all8888ts; or (5) the amount of capital WId surplus (net worth) whi~h 
the members have invested. 

Original cost of fixed 8888ts WBS used in this analysis as the invest
ment. The figures obtained in this survey on the original cost of 
fixed 8888ts are reasonably accurate. Seventy of the ninety.five 
88SOciations were organized during the 3-year period 1927-1929, and 
most of these purchBSed new plants. From the standpoint of anyone 
88SOciation, original cost is the basis on which a profitable return mllAt 
be made if the organization is successful. 

Although the investments made by these &R!lociatiof18 when first 
organized may not reflect present requirements, they are, to BOrne 
degree at leBSt, comparable one with another. The ohjertive is not 
BO much to determine whether the returns reali.?.ed by th_ as..,..ia
tions are high or low, bllt to compare the return on investment as 
influenced by size of plant and BOurees of income. 

Relative Importance oj Source, oj Income 

The average retum for all 95 associations from allBOurces of income 
was 12.9 percent (table 34). Thirty-two, or about one-third of the 
associations, realized less than a 5-percent return. This would mean 
that only a very few of these 32 associations could have paid even a 
small patronage dividend if an average of only 4 percent was paid to 
ml'mbers on capital stock and to holders of notes and mortgages. 
Less than a to-percent retum waa realized by 46 IU!BOciations, while 
49 associations made more than lO-percent retum on the original cost 
of fixed 8888ts. These 49 associations making above a lO-percent 
retum were generally those that obtained a relatively large volume in 
proportion to the size of their plrutts. Sixteen of the associations 
reaJized more than a 25-percent retum on the bBSis of the original cost 
of fixed 888ts. Any basis of investment other than the original cost 
of fixed assets would have shown higher returns. 
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TABLE 34.-AsSOCIATIONS CLASSIFIED ACCORDING TO PERCENTAGE OF 
RETURN ON ORIGINAL COST OF FIXED ASSETS, BY SOURCES OF INCOME 

Number of associations realizing specl8ed retum 
Wom-

Peroentap return on original 009t of fixed assets I Ginning Ginning, 
bagging bago'," 

Ginning 
only' 

Glnnlng 
and bag
gilJ.l[and 

ties I 

and ties and tU~lI. AU 
and cot~ cotton- aotlvttlel 
tonseed' ~ioa:d 

-10.0 to -6.1. ______ ._ ••• ___ ._._. _____ • __ ._ •• _ • _____ • 18 
-6.0 to -D.L. ________________ • ___ • _""'_. _______ ." __ • 29 
o to •. G _______ ••• _._. ___ •• _ •• _._._._. ________ • ____ ••• 21 
6.0 to G.G. _______________________ •••• __ • ________ • ____ • 12 
10.0 to 14.9. ____ ". _________ • ___ • ______ ••. ______ .• _____ 8 
Hi.O to 24.V •• _________ • _____________________ • 0" _..... 2 
26.0 to 34.9._. _______________ ••• _. __ •• 0_ •••• __ ••• ___ •• 6 
36.0 to 44.9 ••• ________ ••• _ ••••• 0_. _. 0 ••. 0... ...... .•.• 1 
46.0 or more ••• __ ••••• _______ • _._. ______ • _____ • _____ ••• _______ _ 

11 
18 .. 
1S 
8 I. • 1 
1 

3 
7 

23 
17 ,. 
15 
7 
2 • 

• 11 
18 ,. 
13 ,. 
• • • 

1 
12 , . 
I< 

" 20 • • • 
A v61'8l8 ___________ ••• ___ ••• _ •••• ____ •• _____ ._. 2,7 .,' 11.7 128 12. II 

I A minus sigir denotes a loss. 
I Based on total original investment In land, buUdings, gin machinery, and omoe equipment. 
I Original cost of trucks added to Items listed in footnote 2 . 
• Orlglnal cost of other buUdln& and eQuipment added. to items listed In footnotes 2 aDd 3. 

As shown by the average for all 95 associations, the return on 
investment increased as the income from each additional activity was 
included. The average return on ginning alone was only 2.7 percent. 
This percentage r<Jturn increased with the addition of each source of 
income and amounted to an average of 12.9 percent when all sources 
of income were included. From the standpoint of individual asso
ciations, however, there was considerable variation in the rate of 
returns realized. On ginning alone, 66 of the associations made less 
than a 5-percent return. The addition of the income from bagging 
and ties to that of ginning showed 57 associations realizing less than 
5 percent, the additional inclusion of the income from cottonseed 
showed only 33 associations below 5 percent, and with income from 
cotton added, only 31. When the income from all activities was 
included there were 32 associations that realized less than a 5-percent 
return. 

On the other hand, 7 associations made more than a 25-percent 
return on ginning alone and the same number more than 25 percent 
on ginning and wrapping combined; 14 made more than 25 percent 
when the income from cottonseed was included; 15 when the income 
from cotton was included; and from all activities, 12 associations 
showed more than a 25-percent return. 

Influence oj Size oj Plant, Sources oj Income, and Volume 
Ginned 

The percentage return on the original investment was higher for 
each smaller-size group of plants as long as the plants in each group 
were ginning less than normal capacity. The rate of return increased 
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FIGURE 21.-The return on inve.tment WaJ higher with increased volume ginned, with additional lourcel of income, and for plants of each Imaller .izc. 
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with additional volume for the plants of each size group, but the rate 
of increase was more pronounced for 6-80 plants thlm for I'ith"r 
smaller or larger ones. The addition of each of the oth,,' 8OUl'I'I'S 01 
income one at a time to that of ginning tended to bring the return 01 
plants of different sizes closer together (table 35 and fig. 21). 

TABLE 3S.-PERCENTAGE RETURN ON ORIGINAL INVESTMENT AT SPEC
IFIED VOLUMES, BY SIZE OF PLANT AND SOURCES OF iNCOME 

4-80 plant.s: 
1,f.I()(L._. __ ._ ••••• __ • _ •• _ ._. __ • _______ . __ •••• _ •• _. 
2.000 •. __ . __ ••.•• _____ • __ • ____ ••• _ •••• __ . _. __ •••• _ 
3,000 •• __ •• ___ "._._. ____ • _____ ._ ••• _ •••••• __ .' __ •. 
4,000. __ .". ___ •• ____ • _ ••• _ •• _ •. __ ••.• __ • ___ •••• __ . 

~plo.ntll:l 
J,O(l(L._ .•• __ •••• ______ • ____ • ___ •• __ •••• ___ •• _, __ . 
2,000 .. _ .• __ A. ___________ •• _. _ •••••••••••••••••••• 

3,000 .••.•.••••••.••.••..•..••.••••••••••••••••••. 
4,000 .....•••••••••••••... _ .....••.......•••••••.. 
5,000 _________ • __ •••••••••••••• __ • __ •• _._. __ ••••.. 

DOU::J~~: .. _. ___ ... _. ___ ...................... . 
4,000 .•••••••••••• _ ••.• _ .• ___ •• " ••••• _ •••••••••• _" 
6,000 ..• ___ • ____ A •••••••••• _ •••• __ ••• _. ___ """" 

8,000._. _ ... __ •.. _._ ...• __ ••••••• _ •.••.• __ ..• ' __ .. 

I Includes 8, 6-10'1 and 2, 8--70'1. 
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A t a volume of 3,000 bales, the net income from ginning alone 
amounted to a return on the original investment of 6.9 percent for 
4-80 plants and 5.6 percent for 6-80 plants. At a 3,000 bale-volum~, 
the double plants lost money. Even for the smaller plants, at a 
3,000-bale volume, the income from ginning alone B8 separate from 
other activities was little, if any, more than enough to pay interest 
on the amount of capital investment required. By including the 
income from bagging and ties with that from ginning, the return at 
3,000 bales was 10 percent for 4-80 plants and 8.8 percent for 6-80 
plants. Adding the income from cottonseed to that of ginning and 
wrapping, the return on investment at 3,000 bales volume was 15.7 
percent and 16.2 percent for 4-80 and 6-80 plants, respectively. The 
further aiddition of the income from cotton and from miscellaneous 
side lines increased the return slightly. At a 4,OOO-bale volume the 
4-80 plants had an average return on original investment from all 
activities of 24.5 percent; at 5,000 bales the 6-80 plants showed a 
40.5-percent return. 

In studying the income from the ginning business these data ern
phasize the necessity of considering all the sources of revenue. The 
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ginning rate or the return on investment cannot be said to be either 
high or low without taking into consideration the income from bag
ging and ties, cottonseed, cotton, and other side lines, as well as the 
income from ginning proper. 

Distribution of Earnings 

Purposes for Which Earnings Were Distributed 

These 95 associations as' a group had an operating income of 
418,786.99. The purposes for which these earnings were distributed 
are shown in table 36. Nearly 64 cents of each dollar earned, or a 
total of $266,998.94, was returned to members as dividends on stock 
or as patronage dividends. The dividends on stock amounted to 
13.7 cents per dollar earned, or a return of 3.7 percent on the total 
outstanding stock. Patronage dividends, at a total of $209,790.22 
for th~ 95 associations, amounted to 80 cents per bale ginned, or 
approximately one-half of the income from operation (table 2). 
Interest on notes and mortgages took 16 cents out of every dollar of 
earnings or a total of $67,020.24. This amount would also have been 
available for dividends had the members invested all the necessary 
capital. 

TABLE 36.-PURPOSES FOR WHICH THE NET OPERATING INCOME WAS 
USED 

Purpose 

Inoome expended 

Total rl)r 95 Average per Percent.
associations association S:w( 

tnterest on borrowed money. ____ . _______ .. "._____________________ $67, 021). ~ $7os. 018 16.0 
Dividends on "tock ___ .' _____________ • _________________ • __ .• _ •••. _ 57,208.72 602. 31 13.7 
Patronage dlvldend. ______________________________ • ___ .• ____ •• _... 209,790.22 2, 208. 32 /lO. 1 
Farmers Union duElS ____________________ . _______ . ______________ ._. V, IiIM. 66 100.68 2. 3 
Federal income tax __ .. _________________________________ .___ ___ _ __ 2, 422. 99 Z6. 51 .6 

€au: ::g:g~:!~~it';~~~:::::::::::::::::::::::::::::::::::::::::: a~::'1: 3~~: a ~ 
Cred.lted to surplus_ ---- -------- -- ---- _ -- _ -- ------ --- --- ----- --- __ I-..: • .::~..:."..:'..: .. :..I_-..:373=' ::"_1--..:8:.:,. 

'rotal. _______________________________________________ .__ _ _ __ 418, 786. V9 4,408. 30 100.0 

I Include dues to civic and trade organir.aUo~. subscriptloll3 to trade papers, and similar Items of expense. 

III tIlls analysis, interest on notes and mortgages, Federal income 
tax, dues of individual members paid by the association to general 
farm organizations, miscellaneous dues of the association to overhead 
and civic organizations, and losses on bad a.ccounts were considered 
as a deduction from income in determining the net amount available 
for refund to patrons. All of these items, however, are similar "" 
dividends on capital stock and patronage dividends. To the 8.'<tent 
that a cooperative association is financed by borrowed ca.pitsl rather 
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than by the invlllltmrnt of membe1'8 in the capital ~tork of t.h" _oria
tion, the intl'rllllt paid is, in efflK't, a fixpd dividend paid to the ~old .. r 
of notllll and mortgagee. It the members themMllv('8 contribut..n 
enough capital to purchase a plant outright without borrowinll, it 
would, of course, not be necessary to pay interllflt. On the othrr 
hand, to the extent that a cooperative ......,("iation borrows funda to 
purchase fixed assets, those agencies or individualaloaninl!: the monry 
are, in effect, investing in the cooperative enterprise and are dUll a 
share of the income. 

Likewise, dues to other organizations paid by the coopl'rative for i .... 
members are, in effect, a dividend to these members. Such a distri
bution of earnings, however, has no relationship to patronage. LoIIII 
on bad accounts is also a distribution of profits to some members or 
patrons even though it is inequitable and unearned. Federal income 
taxes are, by definition, a portion of income. However, a true co-
operative is not obligated to pay Federal income taxes. . 

Since the payments of any of the above-mentioned chargea are not 
absolutely essential to the operation of a cooperative cotton-gin lI8IIO

ciation, they have been considered as a distribution of earnings rather 
than expense of operation. Moreover, the payment of such charges 
vapies considerably from one 8B8OCiation to another and depends on the 
operating policies and methods of financing of each. The inclusion of 
such charges as expenses would result in the figures not being compara
ble from one association to another. 

These 8B8OCiations as a group could have paid $1.15 patronage divi
dend on each bale ginned after paying a 5-percent dividend on aU out
standing stock and after setting aside a lO-percent special surplus 
reserve as required by State law, had none of the earnings been 
required for interest on notllll, member and association dues, Federal 
income tax, or for losses on uncollected accounts. 

If all of the patrons of these 95 coopl'rative gin associations are 
considered as members with respect to dividends (and they must be 
from the standpoint of Federal income tax, if the organization is to be 
classed as a coopl'rative) they received, in the form of dividends, dues, 
canceled accounts, and increased equity (addition to surplu8), approxi
mately 83 cents of each dollar of net income for the 1933-34 8eB80n. 

Percentage of Net IncoT1W Appropriated for Each Purpole 

There were wide differences between the individual &88OCiations that 
made a net income in the purposes for which this income was used . 

. The 82 8S8OCiations that realized a net income from all operations are 
classified in table 37 by the number that distributed given percentages 
of their income to specified purposes. 
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TABLE 37.-AsSOCIATIONS 1 CLASSIFIED ACCORDING TO THE PERCENTAGE 
OF TOTAL INCOME ApPROPRIATED FOR SPECIFIED PURPOSES 2 

Peroentqe or net Income lnterest 
on bor
rowed 
capital 

Number 01 associations uslng monme lor-

Stock 
divi

dends 

Patron
age dIvi

dends 

Farmers' 
union 
du .. 

'other 
du," 

Federal 
Income 

tax 

Loss on 
badar.
counts 

-------1---------------------
None. _ •• __ •• _ ••• _ •• ______ ••• _. 
0.1 to 5.0 •••••••••.••••••••• ___ • 
6.1 to Hi.O. __ • ___ • ___ ._. __ • __ • __ 
16.1 to 30.0, _. _. _____ ._. _______ • 
30.1 to liI1.0. _____ •• ___ ••• _. __ •••• 
50.1 1.0 75.0 •••• ______ ._ ••• _____ _ 
76.1 to 100.0 •• ___ ••• _____ ••••••• 
100.1 or more a_. __ • ____________ _ 

I Includes onJy the 82 assoclatloM reaUElng a net Inoome. The 13 assorJatlons reporting a net IIJl."W from aU 
Opt'l1ItiODS ftCe not Included. 

t These appropriations 01 Income in every case do Dot apply to tbe eummt Income, 8!'1 Eversl R..'ISOclations 
paid dividends and income tax on previous )'e&r's business during IV33--34, while, on the other hand, ~rne 
MSOclations had. not made fun disposition of earnings at the time tbe reporLs were reoelvell from thue 
a.~odl!.tions. 

J When dlvldencb dbtrlbuted were more than 100 percent ot Income these distributions were made dur-
Jog 1933-34 but partly from the surplw ot previous earnings. 

Interest on borrowed capital and patronage dividends claim the 
largest portion of income for most of these associations_ For example, 
32 associations paid out more than 30 percent of their income for 
interest on: borrowed capital, while 39 associations paid out more 
than 30 percent of their earnings M patronage dividends_ For more 
than half of these 82 associations none of the income was appropriated 
to stock dividends, patronage dividends, Federal income tax, loss on 
bad accounts, or miscellaneous dues_ Interest on borrowed capital 
absorbed a part of the income of all but 12 of these 82 associations. 

Percentage oj Income Appropriated as Surplus 

These 82 associations are classified as follows by the proportion of 
their net income left in the business as surplus earnings as distinguished 
from paying interest, dividends, and similar items: 

Percentage of total income added to surplus: III ~~ 
-100.1 or more___ ______ __ __ _ ____ __ __ ____________________ ____ _ _ _ 10 
-100.0 to -75_ 1. __________________________ :__ __ __ _ _ _ _ _ _ _ _ _ _ _ __ _ 6 
-75. 0 to -50_1-_______________________________________________ 5 
-50.0 to -25_1. _______________________________________ .________ 3 
-25.0 to -0_1._________________________________________________ 10 
o to 24_9_______________________________________________________ 13 
25.0 to 49.9__ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 18 

. 50_0 to 74_9__ _ __ _ _ _ __ __ __ __ __ __ _ _ _ _ _ _ __ __ __ _ _ __ _ _ _ _ __ __ _ _ _ _ _ _ _ _ _ 8 
75.0 to 100_0 ________________________________ c _ _ __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 11 

Total________________________________________________________ 82 

It A minus Indicates that tbe surplt1l was .reduced by spedlled perceDtaps at the income in order to pay 
lOeb ittml ulnt.enl& ad dlvideo.dJ.. 
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At a volume of approximately 2,000 balt'8 per 5-4l0 l'quivalpnt plant, 
the total ginning expell8('8 were about the slUl1e rP~ardleM of th" typo 
of power. At volumes below 2,000 balt'8, plants uRing pl .... trio powpr 
bad the lowest expenses; at volumes above 2,000 bales, plants using 
oil or g88 power had the lowest expen8ll8. Plants using oil or g88 
power had the lowest per unit expense at volumes ahove 2,000 ball'll, 
and the highest per unit expense at volumes below 2,000 ball'll. Plant.a 
using electrio power had the lowest per unit expense at voltuneB below 
2,000 bales, and the highest per unit expense at voitunllll above 2,000 
bales. Plants using oil power showed the greatest and plants using 
electric power the least reduction in per unit expense with incre88ed 
volume. 

Local facilities and conditions, in addition to differences in expen_ 
as influenced by different kinds of power units, should detennine the 
most economical and desirable type of power. 

Gin labor W88 one of the llLl"g8Bt iteme of expense for plants of all 
power types. Though less important with electric plants than with 
steam or oil plants, labor became an incrt'~gly important item of 
expense for plants of each power type 88 volume increased • 

. At the same volume in bales ginned per season, ginning expen8ll8 
per 100 pounds of seed cotton were practically the same for plants 
that ginned mostly snapped cotton 88 for plants that ginned mostly 
picked cotton. 

The buying of bale cotton did not materially inerease the total 
ginning expenses. 

Ginning expenses did not appear to be materially influenced by the 
previous experience of the manager, or the number of yeaJ"ll he had 
been employed. 

Associations ginning more than half of their season'a volume 
within 1 calendar month had lower ginning expen8ll8 per unit than 
those that ginned less than half within any 1 calendar month. Tlll8 
W88 true regardless of the volume ginned or the number of daya the 
gin was operated during the 8e88On. 

Associations operating less than 100 days per season had higher 
ginning expenses per unit than those operating more than 100 daY8, 
when the volume ginned was ahove 2,500 bales per 5--80 plant. At 
volumes below 2,500 bales, however, 888OCiations operating fewer 
days had lower ginning expenses per unit. 

Only one-fifth of the net operating income of these 95 BIIIIOCiations 
combined was from ginning proper. Forty-five of the 888OOiation. 
lost money on the ginning operations alone. Ginning and wrapping 
together accounted for 40 percent of the average net operating income. 
The net income from wrapping exceeded the net income from ginning 
for 59 of these 95 associations. 
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Cottonseed accounted for 47.2 percent of the combined net income 
for all 95 of these associations. Bale cotton accounted for 65.7 per
cent of the gross sales but only 10.5 percent of the net income for all 
95 associations. Bagging and ties accounted for nearly 20 percent 
of the total net income for all 95 associations. More than half of 
the associations had a larger income from bagging and ties than from 
ginning. Only 36 of these associations handled farm supplies in 
excess of $500 each. 

The per-unit income from ginning increased with the volume 
ginned, but the rate of increase became less and less with each addi
tional unit of volume. .After a certain volume in relation to tbe size 
of plant was reached, no material increase in the per-unit income Was 
shown. This volume Was approximately 4,000 bales for 4-80 plants; 
5,000 bales for 5-80 plants, and 10,000 bales for double plants. 

The net income per bale ginned from bagging and ties, cottonseed, 
and bale cotton was not materially changed with changes in volume. 
With fa.rrn supplies, however, there Was a tendency for the income to 
decrease with increased volume of ginning. Associations ginning 
more than 3,000 bales per 5-80 plant handled these supplies at a 
slight loss. 

The combined income from ginning and wrapping was less than 
the combined income from cottonseed, cotton, and side lines until a 
volume of more than 3,000 bales per 5-80 plant was obtained. 

In ginning the same number of bales, associations ginning'mostly 
snapped cotton had a higher income than associations ginning mostly 
picked cotton. 

The buying of cotton as it is practiced by most cooperative gin 
associations involves hazardous price risks as well as quality and 
weight risks. At best, cotton buying results in gross inequalities 
between patrons with respect to patronage dividends. 

A cooperative gin should be more interested in the total net income 
per bale than in the total net income in dollars. For this reason a 
cooperative gin cannot afford to buy cotton at as great a loss per bale 
as a commercial gin might take as a means of increasing net income 
by increasing the volume ginned. 

Income Was slightly higher for plants whose managers had been 
previously employed in the gin office than for plants whose managers 
had been previously employed as ginners; higher for those associa
tions that had employed the same manager 4 years or more thf!Jl for 
associations that had changed managers every 2 or 3 years; and also 
higher for associations that employed managers with a high-school 
or college education than for those whose managers had had only a 
common-school education. 

These 95 associations purchased and sold more than 43 percent of 
the 260,717 bales of cotton ginned by them during the 1933-34 sea-
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8I>n. Almost three-fourths of the cottonseed ginnPd from thl1l!e 
260,717 bales was also handled by these 8.88Ociations. 

The total income of these associationa amounted to an average 
retum of 12.9 percent on the original coat of all fixed _ta. 

The 4-80 planta realized a higher return on investment than &-80 
plants until a volume of approximately 3,000 hales waa ginnPd. 
The double plants realized a much lower retum on investment than 
single battery plants. 

At prevailing rates the average 5-80 equivalent plant required a 
volume of 2,500 bales to obtain a retum of 10 percent on an original 
investment. A retum of at least 10 percent is necessary in order to 
pay any appreciable amount of patronage dividends, after paying 
dividends on capital stock and interest on any indebtedness. 

As a group, these 8.88Ociations returned 50 percent of their net 
operating income for 1933-34 to members in the form of patronage 
dividends. 

Interest on indebtedneso took 16 cents of each dollar of operating 
income. Dividends on capital stock took nearly 14 cents. Thus, 
the capital furnished by both the members and the creditors claimed 
nearly a third of the operating income of these 95 associations. 

Fifty of the 8.88Ociations paid either stock or patronage dividends, 
or both, during 1933-34. 

During 1933-34, 10 of these associationa either created or increued 
a deficit on their books by paying dividends. The dividends paid by 
13 other associationa during 1933-34 came out of surpluslICCumulated 
during previous years. 

About half of the 8.88Ociations increased their surplus aa a result of 
the 1933-34 operations. 



Other Publications Available 
.. 

In addition to this bulletin, the following publications on 
farmers' cooperative organizations are published by the Farm 
Credit Administration: 

Cooperative Purchasing of Farm. Supplies 
BuUetin No.1, J. G. Knapp and J. H. Lisler 

Accounting Principles for Cooperative Cotton Gin Associations 
Bulletin No.2, O. T. Weawr 

Cooperative Marketing of Agricultural Products 
Bulletin No.3, W. W. Fetrow 

Cooperation in Agricultures a Selected and Annotated Bibliography 
Bulletin No.4, Char/ina Gardner 

Organization and Operation of the Dlinois Livestock Marketing 
Association 

Bulletin No.5, H. H. Hulhert 

Statistics of Farmers' Cooperative Business Organizations 
Bulletin No.6, R. H. Elsworth 

Cooperative Marketing of Range Livestock 
Bulletin No.7, L. B. Mann 

Mutual Irrigation Companies in California and Utah 
Bulletin No.8, WtlLr A. Hutchins 

Membership Relations of Cooperative Associadons 
Bulletin No.9, James W. Jones 

Loans to Farmers' Cooperatives 
Circular No. 6 

Early Developments in Cooperative Cotton Marketing 
Circular 0-101, O. W. HerrmtUI1I and Chastina Gardner 

Organization and Operation of Cooperative Irrigation Associations 
Circular 0-102, Wt:lls.d. Hukhins 

Western Cattle and Sheep Areas 
Circular 0-103, L. B. Mann 

These may be obtained Jree qf charge as long 
as a supply is available from the 

Director of Infonnation 
Farm Credit Acbninistration 

1300 E Street NW .• Washington. D. C. 


