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The Marketing of Kansas Butter. 

SUMMARY. 
During a period of eighteen months the Kansas State Agricultural 

Experiment Station made a thorough investigation of the methods, proc- 
esses and costs of marketing butter made both on farms and in cream- 
eries of the state. Creameries reported the complete facts of their busi- 
ness for more than three-fourths of the Kansas creamery butter made 
during the period of study, while representative farmers and stores gave 
accurate facts concerning their respective operations. The facts con- 
cerning the progress of Kansas dairying were obtained from numerous 
library sources and from pioneer Kansas dairymen. A summary of the 
investigation brings forward the following facts and conclusions. 

FIRST. Dairy farming in Kansas has been, and continues to  be, a 
side line on the average farm. Experience with whole-milk creameries, 
local private creameries, and skimming-station centralizers proved that  
they were not adapted t o  Kansas conditions, and led t o  the establish- 
ment of cream-station and direct-shipper centralizers, which are well 
adapted to the conditions of Kansas dairy farming. 

SECOND. Farm butter-making has rapidly declined in Kansas owing 
to  the rapid increase in the efficiency of creameries. Nevertheless, there 
are  many who make farm butter. Those who sold the largest quanti- 
ties obtained the best prices. Quality of farm butter depends upon 
specialization, which in turn is warranted only when a large quantity 
can be made and sold. Only those who lived close enough to  favorable 
markets found i t  worth while to  make large amounts of farm butter. 

THIRD. The average farmer does not live close enough to favorable 
markets t o  make and market butter profitably, except in so f a r  as  the 
stores follow the practice of paying the same price for both good and 
poor butter. This practice robs Peter to pay Paul. If one farmer 
obtains a higher price for  his butter than i t  is worth, the loss is made 
up either by charging another farmer too high a price for the goods 
he buys, or else by underpaying the man who produces the good butter. 

FOURTH. Kansas has seventy-eight creameries. Forty-one are  cen- 
tralizers, which make more than ninety-five percent of the creamery but- 
ter of the state. Only one-third of the creameries make annually 100,000 
pounds of butter or more each. Centralizers are necessary because there 
is only one creamery for each 1053 square miles, and the average farmer 
lives nineteen miles from a creamery. This is too great a distance to  
drive, so that cream shipment is the farmers’ economical choice. 
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FIFTH. The average creamery patron in the state sells less than one- 
quarter of a five-gallon can of cream per week. He finds it more profit- 
able, therefore, to sell to the cream station at the cream station prices, 
than to ship direct and deduct from the delivered price the expense of ship- 
ping a partly filled can. It is the small amount of butterfat supplied by 
the average creamery patron which accounts for the fact that 2020 
cream stations deliver four-fifths of the butterfat from the farmer to  
the creamery. The few farmers who produce sufficient cream t o  justify 
direct shipment are following this method. 

SIXTH. The prices paid for delivered butterfat by centralizers aver- 
aged above Elgin prices, and according t o  prevailing economic condi- 
tions, appear to be fair. The fact that butterfat prices in Kansas are 
somewhat lower than in some other states is because farmers choose 
to sell four-fifths of their butterfat through cream stations rather than 
to deliver the cream at their own expense. The difference between prices 
paid to farmers in Wisconsin and in Kansas, for example, was due to 
the difference in cost of getting butterfat from the farm to  the creamery 
in the two states. Wisconsin farmers pay 1.5 cents to  deliver their 
butterfat. Kansas farmers, because they lived nineteen instead of five 
miles from a creamery on an average, pay 3.46 cents to  deliver their 
butterfat. 

SEVENTH. More and better dairy cows would have the effect of re- 
ducing the cost of getting butterfat to  the creameries, of lowering the 
cost of making and marketing butter by the creameries, and would 
result in higher net prices and greater profits to the farmer. 
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The Marketing of Kansas Butter. 
By THEODORE MACKLIN. 

For many years there has been a general feeling in Kansas that 
butterfat prices were unjustifiably low, while butter prices were exces- 
sively high. The general suspicion that  somewhere between the farmer 
and the consumer powerful parties were reaping an exorbitant profit, 
taken by unfair competitive means from what the consumer and farmer 
often term the “helpless parties a t  either end,” led the Kansas State 
Agricultural Experiment Station to  make a thorough study of the whole 
situation. An elaborate system of securing the facts of creamery opera- 
tions in Kansas was established, with the cooperation of the creameries 
producing four-fifths of the creamery butter of the state, and the infor- 
mation, summarized monthly, has been obtained continuously since July 
1, 1915. Farmers and stores in every par t  of the state responded liber- 
ally to requests for information concerning their methods of producing 
and marketing butterfat and butter. It has been the object of the investi- 
gation to study facts and processes as  they exist regardless to whether 
the information might condemn or justify present methods of market- 
ing butterfat. It was pointed out t h a t  the efficiency a s  well as  the 
fairness of each process and its charges or returns should be made clear. 
In the presentation of the facts as  found and in the pointing out of 
possible improvements it  is desired above all else that the reading public 
hold constantly in mind one general conclusion. Whatever the individual 
sympathy may be, the responsibility for present conditions rests jointly 
upon the producer, whether he be a farmer or middleman, upon the con- 
sumer, and upon the state. Each of these parties has a duty to  per- 
form, and only so f a r  as all cooperate i n  a spirit of confidence can the 
perplexing problems of marketing be satisfactoriIy solved. 

BUTTER PRODUCTION IN KANSAS. 
Although Kansas makes no claim to  a high rank in the quantity of 

butter produced in any one year, she does boast of a progress in dairy- 
ing which has made headway against great odds. In  1880 as  a creamery 
butter-making state she stood twenty-sixth, but during the decade in- 
creased production advanced her t o  tenth place. Since then, in spite of 
the more rapid creamery progress in some of the other states, Kansas 
has about held her own, ranking eighth in 1900, and eleventh in 1910. 
Had all of the butterfat produced in Kansas in 1910 and shipped to other 
states been made into butter within the creameries of the state, she would 
undoubtedly have continued to  hold eighth place. 

Many conditions have conspired to make the history of creamery 
organization in Kansas checkered but interesting. Before the first 
creameries were built in Kansas more than forty cheese factories at- 
tempted to teach the farms in scattered sections that  farm. butter-making 
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was not necessarily the most profitable way of disposing of their sur- 
plus milk and cream. Their attempts, as  shown by their subsequent 
disappearance, proved to be a failure. Cheese-making did not become 
popular with Kansas dairymen. On the heels of the cheese factory came 
the creamery method of making butter, as a substitution for  individual 
churning on the farm. In the eighties great numbers of creameries 
built by creamery promoters showed that  a t  least part  of the farmers 
in Kansas were convinced that  this method of making butter was more 
profitable than the irksome method used at home. During the fifteen 
years from 1885 to 1900 not less than five hundred local creameries, fully 
equipped with power separators for handling whole milk, were built in 
Kansas, at an  average cost to  the farmers in each community of no less 

than $4000. The total investment by farmers in Kansas, while imbued 
with the enthusiasm of boosting dairying by introducing the creamery 
system of butter-making, was not less than $2,000,000. The experience 
which these widely spread groups of farmers had with local whole- 
milk creameries was both thorough and unsatisfactory. It was a n  experi- 
ment t o  which farmers gave liberally not only of their savings but of 
their enthusiasm as  well. The unfortunate circumstance, so f a r  as the 
farmers who owned the creameries were concerned, was tha t  this en- 
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thusiasm for dairying did not last long enough in any one local com- 
munity. 

Every farmer who has lived in Kansas for  ten years recognizes the 
disposition of Kansas seasons t o  be erratic and variable. In the seasons 
when crop conditions were favorable every effort was exerted to make 
the most of grain farming. Any chore which happened to interfere with 
crop work was postponed or else indefinitely dropped from the day’s 
work. During poor crop seasons, on the other hand, every possible 
chore was well done which gave promise of adding something to the 
small crop returns. It was during such favorable crop years that 

the farmers of many sections devoted unusual effort to dairying, and 
that their interest was easily aroused to the point of building a 
creamery, and doing away with the drudgery of farm butter-making. 
Apparently no very large number of farmers, while under the spell of 
enthusiasm for building and operating a local whole-milk creamery, con- 
sidered the permanency of farm milk production in  Kansas during sea- 

  sons of good crop conditions. This oversight turned out t o  be the hub 
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of the creamery wheel. Once the spokes were disconnected from the 
hub, or, in other words, when individual farmers discontinued the bring- 
ing of milk to the creamery, there ceased to be any need for the $4000 
plant or for the butter-maker. The local creamery, fathered by the 
farmers, was starved to  death because they no longer brought it  the 
usual minimum amount of nourishment.  

The fact that  many small creameries were seen by observers to be 
standing idle within a period of anywhere from a few months to  a few 
years after opening was merely an indication that  within that short 
period of time the farmers had been prevailed upon by Kansas weather 
conditions to change their minds and grow more acres of crops instead 
of taking the time to  milk cows and deliver milk. 

FIG.  3. Yearly Number and Value of Dairy Cows. 
The average value of dairy cows has advanced from $25 in 1905 to $62 in 1915, an 

addition amounting to 148 percent.  The  fact that dairy cattle values are rising so 
rapidly and that a gain of 225,000 head occurred in five years, from 1910 t o  1 9 1 5 ,  shows 
that dairying is becoming more profitable in Kansas. 

The fact that  farmers did consistently change from one enterprise 
to another was fully justified by the character of the combined farm 
  enterprise of each individual farm. The mistake in building creameries 
was to  have put up so many on such a feeble guarantee of a sufficient 
and continuous supply of butterfat. The consequence was that practi- 
cally all of the local creameries had to go out of business with a loss 
to the farmers of from fifty to seventy-five cents on the dollar. It was a 
costly experiment undertaken by the farmers. It proved to  them that 
as long as  milking cows in Kansas was a side issue, to  be developed or 
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left alone alternately according to crop conditions, butter-making on the 
 farm was f a r  less expensive and more adapted to their inclination than 

was the local whole-milk creamery. 
When the farmers no longer provided a butterfat market for them- 

selves a new situation was found to  exist. Although the majority of 
farmers ceased to have milk to  deliver to the small creamery, there were 
still a goodly number who desired to sell milk if some market could be 
provided. In different parts of the state the idea was put into operation 
of reopening local creameries, not as  butter-making plants but as skim- 
ming plants. Here the cream was separated from the milk and then 
shipped to some central point where a large enough quantity had been 
gathered to  keep one creamery operating full time. As rapidly as the 
private originators of the idea could develop new stations, more of the 

idle small creameries were purchased from the farmers and utilized as 
skimming stations. Thus a new market was created for the farmers who 
persisted in milking. However, it did not become a permanent market 
for at least two reasons. Primarily, not enough farmers delivered milk 
to them to provide the minimum quantities of butterfat required for 
the successful operation of central creameries, while, secondly, the cost 
of operation and of shipping f a t  made too great a combined cost to  
permit creameries to  pay satisfactory prices to farmers for their milk. 
It became of prime importance to induce more farmers to deliver but- 
terfat for creamery purposes and to  reduce the cost of getting the in- 
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creased quantities to the central churning plant.. The introduction 
of the farm hand separator and the general use of the Babcock butterfat 
test provided the means of bringing about the important changes 
required to improve the skimming station plan. With the possibility 
of milking a few cows as a side line and saving the cream for weekly 
or semiweekly delivery, i t  became practicable for  the grain farmer to 
market small quantities of butterfat. Since a large proportion of the 
farmers of Kansas belonged to this class, the increased volume of but- 
terfat  received by creameries resulted in many important changes, not 
only in the cost of concentration, but  also in the cost of making and 
selling butter, and in the prices received by creameries and the prices 
paid to farmers. 

The results of the present creamery system become evident when 
the comparisons given in Figs. 1, 2, 3, and 4 are correlated with the 
sketch of Kansas creamery progress. Never have Kansas farmers been 
served by any method of butter-making which provides as high prices 
and gives as profitable returns as does the present creamery system. 
This is amply proved by the constant increase in Kansas butter prices 

in  relation to Elgin butter prices shown in Fig. 4, and by the enormously 
increased average value of dairy cows in Kansas shown in Fig. 3. Un- 
doubtedly the tendency to gain higher net profits from the sale of but- 
terfat is due partly to  the higher prices received and partly because 
many farmers are  gradually reducing the cost of producing butterfat. 
Both improvement in the type of creamery organization and a rapidly 
increasing acreage in alfalfa a r e  the most obvious explanations of this 
recent advancement in dairy development. 

To the Kansas farmer whose cows produce more butterfat than is 
required for home use there has always been the possibility of making 
a surplus of farm butter which could be disposed of in one way or 
another. Any method which attempted to secure butterfat from the 
farmer has had to compete with the possibility of farm butter-making 
by giving the farmers a better estimated return. If the actual price 
was no higher i t  had to show a saving in the farmer’s time, or else 
prove tha t  i t  enabled him to realize a n  income in a more convenient 
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manner. The high point in the production of butter in Kansas was 
reached in 1899 when the farmers and creameries of the state made 
almost sixty million pounds. However, ten years previously the largest 
quantity of farm butter was made. With the progress of the creamery 

system more creamery butter and less farm butter became the rule, until 
in 1914 practically two-thirds of Kansas butterfat found its way to 
the markets of the country as  a creamery product. 
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FARM BUTTER. 
In 1914 the farmers of Kansas made 19,757,121 pounds of butter on 

the farms. This was almost ten million pounds less than they made a 

TABLE TI. Kansas butter production and out-of-state butter made from Kansas butterfat. 

decade before. Comparative data for the number of farms and the 
quantity of butter made, consumed and sold are not available for any 
year later than those of the 1910 census, but since a decline in the 
quantity of farm butter has taken place, these figures will not exaggerate 
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the present conditions. The average Kansas farmer made 3.2 pounds 
of butter a week, of which 1.8 pounds were consumed on the farm and 
the other 1.4 pounds were sold. Little variation existed over the state 
either in the amount of butter made on the average farm or in the 
number of cows kept by the average farmer. The number of cows in 
each square mile was high or low, not because of a difference in the 
number kept by each farmer, but because in some counties the average 
farm covered more than a section of land, while in others there were 

from about two to six farms in each square mile. These facts indicate 
that farm butter-making was purely a side issue with most farmers. 

Information secured directly from a large number of farmers in 
every part of the state indicates that three-fifths of the farmers who 
make butter for home use sell some of their product, while the other 
two-fifths make enough for home use only. The average number of 
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pounds for home use was 144 for the year, or 2.77 pounds a week, while 
those who sold butter not only produced more but sold considerably more 
than was made by the average farmer. The conditions of the local 

Considering the size of the state, the number of farms, and the population, the 29 1/2
million pounds of farm butter made in Kansas in 1909 was little more than enough for 
local consumption. More than half was consumed on the farms, and the remainder which 
was sold amounted to only 1.4 pounds for each farm per week through the year. Farm 
butter-making is for the most part a side line in Kansas. Many other states make a 
higher proportion of farm butter to sell. 

market for farm butter seem to provide the only satisfactory explana- 
tion for the differences in the amount of butter made and sold by different 
farmers. 
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PRICES OF FARM BUTTER. 
The average prices received for farm butter varied from 27 cents 

during the summer to 31 cents through the winter, averaging for the 
year 29.47 cents. Fall and winter prices of 30 and 31 cents were higher 

than the spring and summer prices of 29 and 27 cents. Farmers sold 
butter directly to consumers, from whom they obtained the highest yearly 
average prices, amounting to 30.5 cents. Storekeepers paid the farmers 
who reported the price an average of 29.5 cents, or one cent below what 
farmers obtained by selling direct to consumers. Only a small proportion 

KANSAS MILK COWS 1914 
1 DOT = 100 COWS 

FIG. 9. Kansas Milk Cows In 1914. 

state with respect to the amount of butterfat available either for farm or for creamery 
The distribution of dairy cows indicates the relative importance of various parts of the 

butter-making. 

of farm butter was sold to other than consumers or stores, and the price 
was considerably lower, amounting t o  only 27.9 cents. The average of 
prices obtained by farmers from these three types of buyers was 29.8 
cents for the year. 
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The variation in seasonal prices paid led many farmers t o  make butter 
on their farms during periods of high price when they had a quantity 
of cream too small to sell very conveniently. During the period of low 
prices. for farm butter they considered the selling of cream more profit- 
able than the making of butter. Other reasons besides price were given 
to justify their procedure; for example, in summer, when the price of 
farm butter was low, the farmers had much larger quantities of butter- 
fa t  to  dispose of. To have made a larger quantity of butter than usual 
would have further reduced the price. In  addition, extra work would 
have been necessary t o  make the increased quantity of butter and sell 
it t o  advantage. This extra time could not profitably be spared from 
the more important crop duties. In  discussing this point farmers em- 
phasized that  the nature of farm enterprises and their convenience were 
fully as important reasons as  price in determining whether to make 
butter or sell cream. 

 PRICES AND QUANTITY OF BUTTER SOLD. 
There was found to be a great variation in the prices received by 

different farmers. Those who sold the larger quantities of butter ob- 
tained the higher prices, while those selling the smallest quantities 
received lower prices, with one exception only. Farmers who sold up- 

wards of 900 pounds of butter a year, or more than 18 pounds a week, 
were handling a large enough enterprise to  make a specialty of it. They 
had developed markets which warranted the production of sufficient 
butter to  enable them profitably to spend the time and enthusiasm neces- 
sary to  making butter of high quality. For this high-quality butter they 
obtained 31.2 cents a pound, or over 4.5 cents more than those farmers 
who sold less than one-fifth as  much. Quality of butter, according to  the 
facts given by Kansas farmers, was essential to the gaining of high 
prices. This quality was directly dependent upon the quantity which a 
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pounds of butter a year, or 18 pounds a week, milked seven cows and received a price of 
31.2 cents a pound on the average for a year. They made enough butter to become 

did not specialize in butter-making because they made so little as to have only about 200 
experts in the turning out of B high--quality product. On the contrary, the farmers who 

pounds to sell in the year, or less than 4 pounds a week, secured only 26 .7  cents a pound. 
The difference of 4 .5 cents  a pound was the price paid for superior quality. It was the 
profit which only a specialist could hope to secure. 

farmer could profitably make. The farmers who made large amounts of 
butter were so situated with respect to  markets tha t  their butter, no 
matter how high in quality, could be sold either to consumers directly 
or to stores at high prices. 

. . 

IET n/a




20 Bulletin No.  216, April, 1917. 

It happens that  only a small proportion of Kansas farmers are so 
situated with respect to markets that  they could sell enough butter a t  
high prices to enable them profitably to specialize in the farm butter- 

FIG. 12. Pounds of Farm Butter Made Per Cow, 1914. 
The size of the dot indicates the amount of farm butter made for each dairy cow in 

the county. Where the dot is large it shows that farmers believe their markets for farm- 
made butter are good. Where the dots are small there is relatively less advantage in 
making farm butter. 

making business. Those, however, who are close to  good markets and 
who make some butter, undoubtedly in many cases would make larger 
profits by further specialization, which would increase the quality and 
result in better prices. 
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THE COUNTRY STORE AND FARM BUTTER. 

More than half of the farm butter which is sold finds its way from 
the farm to  the consumer through the help of the country store. Under 
present conditions it  could not be otherwise. Many farmers have SO 
little butter to sell that they could not afford to take the time required 
to  find the consumers to  whom they might sell directly. Often those who 
do specialize in butter-making feel that the stores pay almost if not 
fully a s  much as do the consumers. Consequently they find little induce- 
ment for making sales directly t o  consumers. Selling butter t o  the store 
is a convenience which farmers universally seem to insist upon until 
some other method is proved to  be economically more profitable. A trip 
to the store for provisions is one of the necessary duties performed 
periodically by some member of the family. Credit at the store also 
seems to  be a relationship between the two parties which is an induce- 
ment to  continued patronage. The storekeeper who survives knows that 
volume of sales is one very essential condition of his business, and he is 
willing to do almost anything to keep up and increase this volume. The 
farmer naturally desires to  purchase his goods a t  the store which sells 
to him a t  the lowest prices and throws in the greatest number of services 
both willingly and free of charge. It is no wonder then that facts as  re- 
ported by stores in every par t  of Kansas reveal conditions which are not 
wholly ideal either from the standpoint of net profit to the farmer or 
profitable and efficient business by the store. 

Out of a total of 194 reporting stores, located in 85 counties of the 
state, 180 stores handled farm butter. Seventy-five stores handling farm 
butter only, and 78 stores handling both farm and creamery butter, gave 
complete data requested. 

The store facilities for handling butter were seriously inadequate. 
One hundred fifty-seven stores gave descriptions of their facilities as  
follows: No facilities, 64 stores; common refrigerators, 38; ice chest, 
24; cellar, 12; tubs only, 7 ;  candy pails, 6 ;  butter stand, 1; barrel, 1; 
stone jars, 1; cold room, 1; and cold storage, 1. Butter delivered to a 
store immediately after being made is not always of the best flavor. 
Too often it  is slightly rancid when first made because the bacteria 
which make the flavor have not been properly controlled. When this 
butter arrives at the store in all grades and flavors, and is kept, until 
sold to the consumer, under conditions which neither cool i t  nor protect 
it  from undesirable odors, i t  is not surprising that  often relatively poor 
prices are  paid. 
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Practically all of the farmers deliver butter to  the stores once or 
twice a week. Of 169 stores giving information on this point 122 stores 
reported that their butter-selling customers brought butter to them once 
a week, 32 that customers brought butter twice a week, while only two 
stores had customers delivering three times weekly, and but three stores 
had farmers bringing their butter daily. 

Almost half of the stores paid for  butter both in cash and trade. Of 
178 stores reporting, 87 paid either in cash or in trade, 72 paid in trade 
only, while the small number of 19 paid in cash only for their farm 
butter purchases. 

The prices paid for farm butter by stores varied according to the 
location of the town and the type of sale whether cash or  trade. One 
hundred and twenty-nine stores sold farm butter a t  prices ranging 
from 2 to  16 cents below the current retail prices for creamery butter. 
The number of stores selling a t  given prices were as follows: 

and for farm butter was 7 cents. Creamery butter cost the consumer 
The average difference in  prices charged to consumers for creamery   

35 cents a pound in Kansas and farm butter approximately 28. The 
usual practice in paying for butter in trade was to give approximately 
the price which consumers paid, while the custom in fixing a cash price 
was to  reduce the trade price by 2 cents. The average cash price paid 
t o  farmers was therefore 26 cents and the average trade price 28 cents. 
This difference of two cents in favor of trade acted as  a premium to 
induce farmers to pay their credit bills a t  the store. It also served to  
hold the farmers' trade and thereby to increase the volume of the store- 
keeper's business. Incidentally, the farmer's desire to  dispose con- 
veniently of his surplus farm butter and to  run indefinite credit ac- 
counts with the storekeeper forced the stores to accept poor butter at 
a price which was above what its quality would justify. The store- 
keeper continues this practice in order to hold his customers, and only 
by uniform standards of competition can the practice be overcome. 

Storekeepers are therefore obliged to buy butter of such low quality 
that  i t  is unsalable on the local consumers' market. Before consumers 
are willing to buy this low-grade butter it  has to be purified and the un- 
desirable odors and flavors removed so f a r  as possible. The renovating 
process is the only practicable method of profitably bringing about this 
change in quality. Consequently stores are obliged t o  sell farm butter, 
for which they paid a first-grade price, to  renovators a t  such prices as 
they can afford to pay. During the period of investigation the average 
price paid to stores in Kansas for more than 4,000,000 pounds of this 
grade of butter, called packing stock, was 20 cents a pound. Fig. 14 
gives a comparison of the buying and selling prices of farm butter, show- 
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ing that little more than two-thirds of the butter was fit for immediate 
purchase by consumers, and that almost one-third was therefore sold to 
renovators. This butter was so reduced in selling price that  the stores 
had a loss of 2.7 cents on each pound of farm butter handled. 

During recent years the more businesslike storekeepers of the state 
have been attempting to  grade farm butter. Although very little has been 
accomplished, nevertheless out of 176 reports, 115 stores said they were 
paying different prices for different grades of butter, while 54 were not. 
Seven stores made a difference a t  times. The importance of buying farm 
butter according to its quality, not only as a business precaution but 
also as  a basis of rewarding the painstaking farmer according t o  his 

efforts in producing quality, is  being realized more and more by store- 
keepers. The practice will become general whenever both farmers and 
storekeepers cooperate to stop the leak which causes both losses to  the 
store and lower prices and profits to the farmer. 

The quantity of farm butter handled by the average store is not large. 
One hundred and seventy-eight stores, receiving a total of 459,275 pounds 
during the year, handled 2580 pounds apiece. Of this number the 78 
stores which sold both farm and creamery butter averaged 3224 pounds 
from farms and 1203 pounds from creameries, or a total of 4427 pounds. 
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The 75 stores which handled farm butter only averaged 2144 pounds 
each, or less than one-half as much. 

Of the total 459,275 pounds of farm butter received by 178 stores, 
313,353 pounds, or approximately two-thirds, were sold locally, while the 
remaining 146,922 pounds went eventually t o  renovators. Forty-six 
stores were fortunate in being able to sell locally all of the butter re- 
ceived from farmers. They handled more than the average amount of 
butter, indicating that  special market demands enabled them to  avoid 
shipping some part of their butter receipts. One hundred and thirty-two 
stores which shipped some butter sold locally 1400 pounds, while 1113 
pounds was shipped, indicating that  local markets were probably too 
small to consume all of the butter of suitable grade, and that  for lack of 
a better method the surplus was sold as packing stock. 

The stores which handled both farm and creamery butter indicated 
that  where farmers were making too small a quantity of butter to satisfy 
local demands, a large proportion of the farm butter was of a grade too 
low for immediate use by consumers. Consequently the 54 stores were 
forced to ship to renovators 893 pounds out of the average of 3026 pounds 
of farm butter purchased. In  return they had to ship in 1211 pounds of 
creamery butter to  satisfy the local demand for butter of a high quality. 
The duplication in railroad shipment, besides the loss to farmers and the 
higher prices to consumers, was largely made necessary because certain 
farmers had produced farm butter of low instead of high quality. An 
opportunity was offered by these towns for improvement in butter-making 
and higher profits, which was not being fully realized by the farmers. 

The forces which have been causing a decline in butter-making by 
Kansas farmers are not hard t o  read. Butter-making as a side line 
does not result in the quality which consumers demand. Few localities 
provide the conditions under which a farmer can specialize in farm but- 
ter-making, so that the number of cows he milks and the quantity of but- 
ter turned out will enable him to  obtain as  high profits as he can secure 
from other lines of farming. Under these conditions the majority of 
farmers are limited to the milking of a few cows as  a side line and t o  
disposing of the butterfat in whatever manner proves most adapted to 
their individual conditions of farming. In  a large proportion of cases 
this proves to be butter-making for home use only. In many other cases, 
selling the small quantity of surplus butter is a means of obtaining cash 
or goods for a product which would otherwise not be made. The great 
mass of Kansas farmers find i t  convenient and profitable to sell butterfat 
rather than to make farm butter to sell. 

CREAMERY BUTTER. 
QUANTITY O F  BUTTERFAT AND DISTANCE TO CREAMERIES. 

To the farmer who produces butterfat to sell, the question of where 
and how to sell i t  naturally is of interest. Economic conditions, how- 
ever, and not individual notions are the safest guide as to what kind of 
markets one should desire. Kansas has experimented with fully four 
methods of providing markets for butterfat. The cooperative whole- 
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milk creamery, the private local creamery, and the private skimming 
station centralizer system were each tried and found wanting. The 
present centralizer system has been advancing both the profitableness and 
the popularity of dairying in the state. Its success has been due to its 

In 1909 the average Kansas farmer owned four cows, which he milked 
in season. They supplied him with a quantity of dairy products, which 
provided the milk and cream for home use; the butterfat for making 
166 pounds of farm butter, more than half of which was consumed on 
the farm; and further provided him with 82 pounds of butterfat to  sell. 
The lowest average amount of butterfat sold was 49 pounds for each 
farm during the year, and the highest only 89. The number of farms in 
each square mile varied from .75 farms to  5.9 farms. Consequently the 
number of pounds of butterfat which was sold by farmers varied from 
35.6 pounds to 366.3 pounds in each square mile. Four-fifths of the 
state had less than an average of eight cows per square mile, and the 

adaptation to Kansas conditions. 

farmers of this large proportion of the state were therefore enabled to 
sell something less than 200 pounds of butterfat for each section. The 
farmers of one-fifth of the state, where there was an average of almost 
18 cows per square mile, did not produce enough butterfat t o  sell 400 
pounds for each section of land. 

These facts are full of meaning, because the average amount of but- 
terfat sold for each square mile determines the amount that  will be 
available within a certain territory. The average distance which farm- 
ers drive to town is about five miles. It is therefore the distance, on an 
average, that a creamery could be expected t o  draw its supply of butter- 
f a t  when farmers desire to  deliver it  themselves. The history of cream- 
ery experience in Kansas shows that  40,000 pounds of butterfat or less 
is not a large enough quantity to  enable a creamery to become success- 
ful. In  other words, if a creamery obtaining all its butterfat locally 
from a radius of five miles, or an area of 100 square miles, receives only 
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40,000 pounds, the costs of making and selling butter will be so high tha t  
i t  can not pay satisfactory prices to farmers. In the states where small 
creameries a re  a real success not less than 80,000 pounds of butterfat 
a re  required, and i t  has been found tha t  this quantity must be secured 
within an  area of 100 square miles. The very highest producing sec- 
tions in Kansas in 1909 did not sell half of the quantity of butterfat 
necessary as a minimum requirement for successful local creameries. 

FIG. 15. Relative Number of Dairy Cows Per Square Mile, 1914. 

square mile. Four-fifths of the state averages 9 1/2 cows, while the other fifth averages 22  
Relatively few counties in Kansas have a n  average of more than 20 cows in each 

cows per square mile. 

During the period from 1909 to 1915 the increase of 225,174 dairy 
cows in Kansas was distributed over the state in such a manner as  not 
to increase materially the amount of butterfat per square mile which 
was sold to creameries. About 38 per cent of the new cows were added 
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to counties having less than 5 cows in each square mile, changing the 
number from an average of 2.6 cows to 6.2. Approximately 30 percent 
of the increase occurred in counties having from 5 to  10  cows per square 

FARMS, DAlRY COWS AND POUNDS 0F BUTTER FAT SOLD 
PER SQUARE MILE AND NUMBER OF DAIRY COWS 

PER FARM -1910 

a 
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mile. The new cows  increased the average of this group from 7.5 to 
only 10.6 cows on each section. The remaining 32 percent of the in- 
crease took place in counties which had from 15 to 20 cows per square 
mile and changed the average from 16.7 to 22.5 cows. The greatest 
amount of butterfat sold per square mile in 1909 was 366.3 pounds, 
where the cows averaged 21.1. The increase of 1.4 cows per square mile 
above this number could not be expected t o  enhance the quantity of 
butterfat suffciently to provide a n  adequate amount of raw material in 
any hundred square miles to make possible successful local creameries. 
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The increased number of dairy cows changed the average number per 
square mile in over four-fifths of the state from less than 8 to 9 1/2, while 
over the other fifth of the state the increase was from less than 18 to 
22 1/2 cows. 

Kansas farmers not only produced a small quantity of butterfat in 
any given territory of the state, but their mode of production made 
i t  a side line instead of a main enterprise of the farm organization. 
Regardless of the number of cows per square mile, whether they were 
the lowest or the highest number as shown in Fig. 16, the number of 
cows kept on each fa rm averaged approximately the same, namely, four 
or slightly above. Where the farms were small more butterfat was 
sold than where f a r m s  were large, indicating tha t  cows were milked 
chiefly for  home use, and whatever surplus existed was disposed of 
according to the most convenient method at hand. 

fifths of the counties of the state, show why there are  different methods 
The facts shown in Fig. 17, furnished by farmers living in four- 

for making the transfer of butterfat from the farms to creameries.  The 

farmers who delivered milk or cream to  local creameries, condensaries 
and consumers in town lived only 4.4 miles, on an average, from a 
creamery. On the other hand, those who sold cream either to a cream 
station or by shipping direct to a creamery lived 21.1 miles from a 
creamery. Farmers who made butter to sell lived 20.3 miles from a 
creamery but only 4.9 miles from town. In Table XII other comparisons 
may be made. It becomes perfectly evident that  Kansas conditions do 
not warrant the operation of a sufficient number of successful creameries 
to enable farmers to deliver their butterfat direct by driving to town. 
Consequently if they were to continue milking their few cows and dis- 
posing of their small quantities of butterfat some method of shipment 
was absolutely necessary. The fact that  farmers with the larger average 
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number of cows ship direct to creameries at  all times, while those with 
fewer cows patronize the cream stations, should be ample proof that the 
procedure is due to their own choice as to which method meets most 
nearly their own individual ideas of convenience and profit. There 
should be no quarrel or misunderstanding concerning this fact. It stands 
to reason tha t  a farmer selling a n  average quantity of butterfat of 
l e s s  than 100 pounds a year, or less than 2 pounds a week, could not 
possibly afford to ship the cream by himself. The smallest can used for  
shipping holds five gallons of cream, or a n  average of about 15 or 16 
pounds of butterfat. The lowest express charge made for  shipping this 
size of can a distance of 25 miles or less is 12 cents. For the average 
farmer to ship direct, conditions would require him to do one of two 
things-either to pay 6 cents a pound butterfat in transportation charges 
each week on his 2 pounds, or else save the cream for  seven or  eight 

high and in the second the quality of the cream would be unfit for  sale. 
The very idea itself is impracticable. The statement of conditions proves 
tha t  unless some method of concentrating small quantities of butterfat 
at a local shipping point i s  followed i t  would prevent the profitable 
marketing of butterfat by the average Kansas farmer. 

The only adequate method so f a r  devised for enabling the farmer to 
dispose of a small quantity of butterfat under these conditions is the 
cream station. Farmers who have enough cream to ship direct a re  
doing so. Every creamery in the state receives cream directly from 
such farmers. The only fault which one would find is that  there are 
too few farmers producing sufficient butterfat to make it worth their 
while to ship direct. 

weeks and then ship it. In the first case the cost would be unbearably 
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THE  KANSAS CREAMERY SYSTEM.

In 1915 there were 78 creameries operating in Kansas and 24,274,993 
pounds of butter were made by them. More than half of these cream- 
eries, 41, were centralizers, which made 23,125,821 pounds of butter, or 
over- 95 percent of the total. Thirty-seven local creameries made only 
1,806,490 pounds. The average creamery output of the state was 311,218 
pounds, of centralizers 564,044 pounds, and of locals only 31,058 pounds. 
Only one local creamery made 100,000 pounds or more of butter, while 
25 centralizers were in this class. Sixteen centralizers and 36 local 
creameries made less than 100,000 pounds of butter each, the former 
averaging 47,487 pounds and the latter but 29,075. Judged by the stand- 
ard of successful small creameries in other states, these concerns are 
too small to  be considered truly specialized successful creameries. Either 
they are conducted as  one enterprise of a produce business, candy kitchen 
or similar joint undertaking, or else they are not well enough established 
to be examined critically. Many of them are survivals of the old at- 

FIG. 18. Kansas Cream Stations, 1916. 

had as high as five or six stations, while many others had onIy one. The average number 
I n  1915 there were 2020 cream stations located in 851 towns in Kansas. Some towns 

of  stations was from two  to three in each town. Each town, on an average, shipped 

of stations shipping cream to creameries located in Kansas was 1532, t o  Colorado 120, to  
about 20,000 pounds of butterfat, or approximately 8000 pounds per station. The number 

Missouri 169, and to  Nebraska 199. 

tempts at operating local creameries. It is noteworthy that not more 
than 37 out of the original 500 continue to exist. 

Of the total 78 creameries, 26, or one third, may be classed as  special- 
ized and truly successful concerns. One of these is a local plant to which 
farmers bring their cream. The others are typical centralizers, making 
from upwards of 100,000 pounds to more than 5,000,000 pounds of butter. 
They received cream for  the most part from cream stations, although 
most of them received from 7 to 25 percent of their purchases of butter- 
f a t  from farmers who shipped direct. The centralizer system of Kan- 
sas, therefore, combines the two methods of concentrating butterfat, 
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known as the cream-station system and the direct-shipment system. 
Nothing that might be said one way or  the other would change the fact 
that  each method has its place, because of its adaptation to  Kansas con- 
ditions in performing necessary economic functions. 

There were 2020 cream stations, shipping cream from 851 different 
towns, in 1915. The average amount of butterfat shipped from each 
town was approximately 20,000 pounds. Since each town had on a n  
average of from two to three stations, 8000 pounds was close t o  the 
volume handled by each one. In  numerous towns, as  shown by the 
groups of dots in Fig. 18, there were as many as six and eight stations, 
while still other towns had but one. Competition in the buying of butter- 
f a t  is extremely intense, and a town situated in a good dairy section 
which has not a full quota of stations is a rare  thing. Often it would 
seem that  there are too many stations in given towns. At  the present 
time, however, with farmers feeling as they do, that  only by keen com- 
petition will fair prices be paid, i t  would be difficult to have conditions 
otherwise. The wastes of overcompetition are fully realized by large 
creamery organizations, but they a re  not so well understood by the great 
mass of producers. Not until producers generally understand the wastes 
of competition can a scientific and economic method, adapted to the 
forces that  make necessary these wastes, be put into successful oper- 
ation. 

Destination of cream shipments is determined by interesting and 
very important conditions. The ownership of cream stations, of course, 
fixes the destination of shipments, once the farmer has disposed of his 
butterfat. In towns where there is but a single station and where there 
are no individual direct shippers the problem rests upon the ownership 
of the station only. If it belongs to  a creamery all receipts will go to 
the central plant, which may be located anywhere from a few up to  400 
or more miles distant. In case the station is  independently operated by 
private cream buyers or by cooperative farmers’ concerns, competitive 
conditions govern the shipments of cream just the same as for direct 
shippers. The price quoted for butterfat delivered a t  the station of the 
receiving creamery is the first and most appealing condition to the 
casual observer; but to  the practical cream shipper this price is merely 
a starting point. When butterfat is graded and purchased a t  prices 
varying according to the grade of butter which can be made from it, the 
facts concerning the speed of transit from shipping point to destination 
become of importance second only to price. Delays on account of trans- 
fers, stopovers between trains and other delays of various kinds usually 
reduce the quality of the cream to an extent which reduces the commer- 
cial value. The question then becomes one of determining whether the 
loss in quality resulting in a reduction of price is more or less than the 
cost of shipping a longer distance over a direct route where no delays 
are  occasioned. 

Under existing conditions different markets pay varying prices for 
the same grade of butter. When a creamery locates itself in a con- 
suming center where prices are  higher than elsewhere it is  often pos- 
sible to quote higher delivered prices for butterfat than some other 
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creamery which sells its butter at a lower price. On the other hand, 
a creamery may be able to accept lower prices for  its butter, and be- 
cause of having a very low cost of making and marketing, still pay 
fully as  high or even higher net prices to farmers than can its com- 
petitors. There is no simple explanation adequate to give an under- 
standing of a problem which is so intricate and complicated as  this one 
of destination for cream shipments. As long as  cream buying is not 
carried out on a uniform scientific basis where the territory is divided 
into zones with respect to the most efficient creameries, the individual 
farmer or cream shipper must solve the problem himself on the basis 
of relationships existing between the distance, the rate, the quality of 
product at time of delivery, and the delivered price. 

Creameries in Kansas, Colorado, Missouri and Nebraska made 33,641,- 
821 pounds of butter from butterfat produced by Kansas farmers during 
the year in which this study took place. The major par t  of this butter 
was made from butterfat shipped to creameries by the 2020 stations 
within the state. Of these stations, 1532 sold cream t o  creameries in 
Kansas, 120 to  those in Colorado, 169 to those in Missouri and 199 to 
creameries in Nebraska. From Kansas cream, reaching creameries 
through delivery by farmers themselves, by direct shipment and by 
cream-station shipment, creameries in Kansas made 24,274,993 pounds 
of butter, those in Colorado 1,180,282 pounds, in Missouri 4,080,949, and 
in Nebraska 4,105,597 pounds. 

Kansas creameries received approximately 19.6 million pounds of 
butterfat in the year. To 37 local creameries farmers delivered about 
900,000 pounds of butterfat. The 41 centralizers, receiving 18.6 million 
pounds of butterfat, bought, not only from farmers who delivered at the 
door, but also from direct shippers, and through cream stations. Ap- 
proximately 3.7 million pounds, or one-fifth of the total, represented the 
combined quantities of f a t  from farmers who delivered and shipped 
direct. Stations supplied 14.9 million pounds, or four-fifths of the but- 
terfat. 

THE FUNCTIONS OF CENTRALIZERS. 

Undoubtedly the secret for the widespread enthusiasm for the local 
creamery is  the fact that  more dairymen have had intimate relations 
with the one than with the other. More reliable facts have been circu- 
lated about local creameries than centralizers. Consequently comparisons 
of the two have been made without ample facts. It has been assumed 
that economic conditions were the same in both centralizer and in local 
creamery territory, and, moreover, that the two types of creamery per- 
formed the same number of functions. Unfortunately neither of these 
assumptions has been correct and a great deal of needless suspicion has 
grown up which hinders dairy advancement. 

The original whole-milk local creamery had one function only to  
perform. Milk delivered a t  the creamery door by the farmer was sepa- 
rated, the cream made into butter and sent to  a commission merchant 
who attended to the sale of the product. The manager of the local 
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creamery was the butter-maker, and since butter-making was the only 
important operation undertaken by the creamery, this was all that was 
necessary. 

The advent of hand separators on the farms in local creamery sec- 
tions led farmers t o  deliver cream rather than whole milk. In time i t  
was found that by regularly alternating one farmer could deliver the 
cream for several neighbors. Often groups of farmers would cooperate 
and hire a cream hauler to  collect the cream from each farm and deliver 
i t  to  the creamery. In case the creamery undertook the responsibility 
of running the cream route the cost was charged to the farmer by pay- 
ing him less than the regular price by an amount regulated according 
to  the distance of his farm from the creamery. Many local creameries 
a t  present pay different prices according t o  whether the cream is delivered 
by the farmer or gathered by a creamery-operated route. Obviously they 
could not do otherwise. To the original single function of making butter 

BUTTER MADE FROM KANSAS CREAM 
FIG. 21. Relative Creamery Output from Butterfat Produced In Kansas. 

Each year there are approximately 33.6 million pounds of creamery butter made from 
butterfat produced in Kansas. Creameries located in Kansas made 24 .2  million pounds, 
in Missouri 4.1 million, in Nebraska 4.1 million, and in Colorado 1.2 million pounds. 

only, these creameries have added the service of gathering cream from 
those farmers who do not see fit to deliver i t  themselves. Very few of 
the small local creameries, however, have taken upon themselves the 
responsibility of selling butter in the consuming markets. Most of their 
butter is sold in primary markets through the assistance of wholesale 
receivers. 

In contrast to the one and sometimes two functions undertaken by 
small local creameries, centralizers regularly perform three distinct serv- 
ices. Because early creamery experience in Kansas proved that  with 
dairy farming as a side line too little butterfat was produced by the aver- 
age farmer to enable him to bring i t  t o  the creamery, the creamery had to  
go to him for it. This was done by creating the cream station, and just 
as the Wisconsin farmer who uses the creamery-operated cream route 
pays its cost by accepting a lower price, so also the Kansas farmer who 
patronizes the cream station pays its cost by accepting a price which is 
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necessarily lower than the price which the same creamery pays for  
butterfat delivered t o  it. 

The second function of the centralizer is to make and prepare the 
butter for shipment. In this respect it has had to devise means of over- 
coming the lower quality of cream received as  compared to the grade of 
cream received by small creameries. The third function which central- 
izers perform is tha t  of finding the best buyer instead of trusting to the 
services of the wholesale receiver. In doing so i t  is enabled to obtain 
higher prices for  butter, which permit the payment of better prices to 
farmers than would otherwise be possible. 

From the producer’s point of view, under the same conditions with 
respect to the amount of butterfat per square mile for  creamery butter 
purposes, and the carrying on of dairying as a main line by farmers, 
centralizers have every advantage over local creameries. The increase 
in quantity of butterfat which would make possible successful local 
creameries would a t  the same time reduce the cost of concentration to 

such an  extent as still t o  leave the advantage of ability to pay higher 
prices with the centralizer. The increased amount of butterfat received 
by each centralizer would materially reduce the cost of manufacture, and 
in turn the larger volume of butter to be sold would result in greater 
efficiency by leading to the development of a more effective distributing 
branch of the business. In fact, a comparison of the local creamery 
and the centralizer from a n  economic standpoint under present com- 
petitive conditions must characterize the centralizer as  f a r  superior. 
Centralizers utilize the three fundamental forces that affect their busi- 
ness success, while local creameries make use of one, with infrequent 
development of the second. The third, or selling function, which from 
now on must be most important, local creameries usually entirely overlook. 

The volume of butter made by individual creameries varies greatly. 
There are  both centralizers and local creameries which handle a volume 
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of butterfat so small that  continuance in the business is  only a matter 
of a short time. More than one-third of the centralizers and three-fourths 
of the local creameries in Kansas are decidedly within this group of con- 
cerns working uphill against the excessive costs caused by a very small 
volume of business. In  comparison to  centralizers, local creameries are 
at a decided disadvantage so f a r  as  volume of business is concerned. The 
information in Table XV proves this from many angles. Local creameries 
make less than one-fourth as  much butter for each person employed, and 
less than one-sixteenth as much for each managing officer in charge of 

the business. The average small creamery, moreover, has only one-six- 
teenth as  many patrons and makes but one-eighteenth as much butter 
as  the average centralizer. These differences largely account for the 
different costs involved as  well as  the prices received for  butter and paid 
for butterfat by the two types of creameries. 

In 1915 a group of thirteen of the more nearly successful local cream- 
eries, making considerably above the average amount of butter for 
concerns of  this type in Kansas, sold their butter for 26.5637 cents a 
pound, while eight centralizers, selling about fifteen times as  much 

butter, obtained 27.1883 cents a pound. The local concerns, because of 
their disadvantages in selling, secured .6246 cents per pound less than 
centralizers did, Owing to the fact that these small concerns made 
less than 50,000 pounds of butter and had not considered a care- 
ful and detailed accounting system essential to the success of their 
business, it has been impossible to secure from them information as  to 
the cost of making and marketing butter. No facts are available to  
show the average cost and profit to the small creamery, and consequently 
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their ability to  pay better prices can not be accurately measured. 
Inasmuch as  centralizers handled more than 95 per cent of the but- 
terfat of the state and came constantly in competition with these small 
business concerns, the price paid to farmers was undoubtedly as  high 
as  they could afford. The actual price paid to  farmers by the locals, 
however, was only 25.7293 cents a pound for butter fat as  compared to  
a price of 27.4438 paid by centraIizers to the farmers who delivered 
cream a t  their doors. Farmers delivering cream to  centralizers ob- 
tained 1.7145 cents higher price than did those delivering to  local 
creameries. 

A very small proportion of Kansas butterfat, however, was delivered 
directly by farmers either t o  local or centralizer concerns. Since the 
local creameries received all of their f a t  on the one basis of a delivered 
price, while the centralizers secured butterfat on two bases, naturally 
the average price of the former was not comparable to that  of the latter. 
I t  has been seen that  the delivered price paid by centralizers was 1.7 
cents higher than that paid by locals. Since small creameries did not 
reach out beyond their local territory for butterfat, and because there 
were too few local creameries to provide markets for all farmers having 
butterfat to  sell, these farmers welcomed the opportunity of shipping 
their butterfat to centralizers at prices which approximately equaled 
the delivered centralizer price, less the cost of transportation and han- 
dling. The farmer living one-half mile from a local creamery pays his 
cost of transporting butterfat to the creamery by spending the relatively 
short time required to  hitch up and drive that distance and return. The 
farmer who lives five miles from the same creamery pays a greater cost 
for delivering his fa t  because it takes him from eight to ten times as  
long to  make the longer trip. If the first farmer considers his time 
worth twenty cents an hour and is accustomed to  deliver 16 pounds of 
butterfat each week, his cost of marketing to the local creamery is not 
less than 1.25 cents a pound. This amount taken from the local cream- 
ery delivered price of 25.7293 leaves him a net price of 24.4793. But for 
the other farmer who lives so f a r  from the creamery that  it  takes ten 
times as  long to  make the trip it  costs considerably more. 

When farmers live on an average of nineteen miles from a creamery 
and only five miles from a railroad station or a cream station they are 
willing t o  pay the cost of shipping cream, either direct or through cream 
stations according to their conditions, rather than take time to drive so 
far.  The price paid for butterfat at cream stations, therefore, repre- 
sents a different thing than the price paid for delivered fat. When the 
farmer brings his butterfat to  the express agent or to  the cream station 
he has only commenced his task of delivering f a t  to the creamery, while 
by driving the same distance to a local creamery he has completed de- 
livery. Centralizer patrons have greater costs to  pay than local cream- 
ery patrons, because they live farther from centralizers than do local 
creamery patrons from their creameries. When they sell f a t  to  a cream 
station lower prices are  accepted because the cream station bears the ex- 
pense of handling and transportation. In 1915 the average difference 
between prices paid by centralizers for butterfat delivered and prices 

IET n/a




42 Bulletin No. 216, April, 191 7 .  

paid at cream stations was only 3.2737 cents. Contrary to the usual 
idea, no farmer was compelled t o  make use of the system. Any farmer 
was free to ship direct. Those who used the cream station did so be- 
cause it was relatively a lower cost to pay as  compared to  some other 
method which they could have used. 

EFFICIENCY OF CENTRALIZERS. 

There is no more antagonism between centralizers and local cream- 
eries than there is between different centralizers. Competition in the 
cream-buying and butter-selling business emphasizes the efficiency of 
business organization. One of the keynotes to efficiency is the volume 
of product handled. Without the largest possible volume, business or- 
ganization is  handicapped. There are three important phases of the 
centralizer business, namely, concentration of butterfat, butter-making, 
and distribution or  marketing of the butter. The most efficient organi- 
zation is the one which not only makes the highest profit but pays the 
highest prices for butterfat. The efficiency of centralizers depends not 
upon the absolute cost of making butter nor upon the exact number of 
cents that  i t  costs to concentrate butterfat, but upon the relationship of 
total costs to the net price for which the butter is sold. Costs may be 
high and yet the concern may pay higher prices to farmers and retain 
larger profits for the concern than do competitors, because the quaIity 
of butter made is higher and the method of selling more effective than 
that  of other centralizers. Because these are facts of common knowledge 
t o  the enterprising creamery men of the country, the recent tendency 
almost everywhere has been t o  increase the size of creameries. Under 
competitive conditions the rapid growth of the more efficient centralizers . 
tends to reduce the volume of butterfat received by smaller and less 
efficient centralizers, just as  a small centralizer may appear to inter- 
fere with the receipts of cream by small local creameries. 

When in a group of very efficient centralizers one undertakes to in- 
crease the intensity of competition with the hope of permanently enlarg- 
ing its receipts of butterfat, its method is to  increase the price offered to 
farmers. The advantages of a large centralizer business are so great 
when it is efficiently organized, as  compared to  a small local creamery, 
that it can easily offer a permanent price far above that which a small 
local creamery could continue to  pay. In  the competitive struggle be- 
tween centralizers it  is often unavoidable that  smaller creameries should 
be outbid. The conditions which prevent large creameries from bidding 
against  each other their highest legitimate price continue to  make pos- 
sible the operation of inefficient creameries. There are  creameries which 
because of inefficiency make no profit, while others which pay the same 
prices make very high profits. AS long as  the inefficient concerns are 
kept in operation and as long as the variation in the efficiency of cream- 
eries remains so great, the more certain i t  will be that  the most efficient 
will make high profits. 

There is nothing alarming in this statement. The efficient centralizer 
makes the high profit because it obtains high prices for  its butter in re- 
lation to the total costs of carrying on the business. On the basis of the 

IET n/a




IET n/a




44 Bulletin No.  216, April, 1917 

popular idea of competition, no creamery is  required to offer the highest 
price that it could afford to pay, but only that price which its competi- 
tors can force i t  t o  give. Whatever difference there may be between the 
price received for butter and the combined expenditure for butterfat 
and the costs of making and selling is a fairly earned competitive profit, 
regardless of whether the earning amounts to 5 or 50 percent. Efficient 
creameries, according to the principles of competition in which most 
farmers a re  such firm believers, will not find it desirable to bid higher 
prices until the poorest creameries doing business improve sufficiently to 
be able to  force the best to pay higher prices on penalty of doing with- 
out the butterfat. As it happens, the least efficient creameries in Kan- 
sas are  local plants which can not improve materially until they increase 
the volume of butterfat handled. Few of them can do this without be- 

coming centralizers. Not until the public mind, especially that of the 
farmers a s  a class, recognizes the need of vigorously promoting efficiency 
can these least efficient creameries be effectively induced to improve. It 
is a most fortunate thing for Kansas butterfat producers that  more than 
three-fourths of the butterfat of the state is handled by the most efficient 
group of creameries. The regrettable feature lies in the fact that  there 
are  so many inefficient creameries either to be improved or  put out of 
business before a higher level of price competition can be permanently 
brought about. 

BUTTER PRICES. 

Creameries in Kansas received, on an average of four year’s statistics, 
51.5 percent of their years’ purchases of butterfat in one-third of the 
year, during the months of May, June, July and August. The extreme 
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production of butter in these four months is shown in Fig. 22. In each 
of May and June more than three times as  much butter was made as  
in November. Less than half the annual production was turned out 
during two-thirds of the year, The variation in production of butter- 
f a t  is more extreme in Kansas than in Wisconsin or other states where 
dairying is a main-line enterprise. In  spite of the monthly fluctuation 
in receipts, the prices of butter remained comparatively constant. (See 
Fig. 23.) Creameries habitually paid prices for butterfat that changed 
approximately in proportion to  the changes in prices received for the 
butter. The cost of doing business being relatively stable, creameries 

regularly took out a uniform margin from month to month. In  general 
the facts as  presented in Fig. 23 show that  high prices were obtained 
for butter when current production was low, although for a time in 
the spring of 1916 the war appears to  have altered this rule. In  com- 
parison to Elgin prices, centralizers in Kansas received slightly lower 
prices for their butter and paid slightly higher prices for delivered but- 
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terfat. The Elgin market is not considered as  a basis of price-making 
by the majority of creameries. Conditions as determined and inter- 
preted by the managers of centralizers constituted the basis for profit- 
able selling of butter and purchasing of butterfat. 

BUTTER SALES. 
According to  the size of centralizer or  of the distributing agency of 

which the creamery was a part, butter was sold both locally and in 
distant markets at favorable prices. When the volume of butter ex- 
ceeding the local sales was large throughout the year effective connections 
existed between the creamery and wholesalers in consuming areas of 
other states, to  whom butter was sent direct. This practice enabled 

above the prices obtained from wholesalers who handled butter in pri- 
mary markets for reshipment to  wholesalers in consuming markets. 
Since Kansas creamery butter is largely a surplus product that  can not 
be consumed within the state, those creameries which had made more 
than the average volume of butter had developed the most efficient dis- 
tributing departments and actually obtained the highest prices. Table 
X X  gives the range in prices received for butter sold to different buyers 
and upon different markets. Practically any creamery, regardless of 
volume of business, was able to  obtain high prices for butter sold locally, 
as  evidenced by a difference of only 1.4263 cents between the highest and 
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lowest prices received for butter sold in the home market. On the 
other hand, there was a difference of 2.5862 cents in the prices received 
for butter sold in distant markets. This is one of the important factors 
which continually work to the advantage of a large creamery and to the 
disadvantage of a small factory which produces more butter than can 
be taken by the local market. It is  one of the essential conditions of 
the creamery business in Kansas which necessitated the growth of cen- 
tralizers. Without the development of this ability Kansas farmers 
could not profitably produce as much butterfat a s  they do. 

BUTTERFAT PRICES. 

To the farmer butterfat prices seem to be very unreliable, and un- 
fortunately quite as unexplainable. However, there is nothing about these 
prices to warrant the common ideas of suspicion. They are  determined 
on the basis of business principles, to the best of the ability of expert 
managers of long experience. From the farmers standpoint, questions 

should arise, but they should also find correct answers. Accurate facts 
are the best explanations, but unfortunately they are not always avail- 
able to all farmers, or understood by them. 

The manager of a centralizer constantly keeps informed as to the 
various markets and the prices prevailing for butter. He knows just 
what i t  costs to concentrate butterfat a t  the plant, make butter and 
prepare it  for shipment. He can never know definitely very f a r  in ad- 
vance how much will be secured for the butter after it is made. AS 
an expert employed t o  run the business according to his best judgment, 
he can feel reasonably sure that  prices will take certain movements up 
or down or remain stationary according to the tendency of buyers in 
the markets from which he gains knowledge. On the basis of the price 
which he feels certain of obtaining for the butter, he can quote a price 
for butterfat delivered a t  the creamery. This is  possible because he 
knows the cost of making butter from the time the fa t  reaches the door 
to the time that the butter is put in the car for shipment. All farmers 
who find it possible to bring their cream direct to the creamery door 
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receive this price. As seen before, a very small proportion of Kansas 
farmers live close enough to either local or centralizer creameries to 
deliver for  themselves. 

Farmers who live so f a r  from centralizers that they can not drive 
in and deliver the cream themselves resort either to direct shipment or 
the cream station, as has been explained. Those farmers who have 
large enough quantities of butterfat to ship directly to the creamery do 
so because they desire to take advantage of the price offered for  butter- 

fat delivered at the creamery door. I n  this respect direct shippers are 
in the same class with farmers who deliver butterfat at the centralizer 
door, except that they can not take the time to drive to the centralizer, 
and consequently they pay the express company for  hauling the cream 
over the railroad. Besides they must buy cream cans and bear the cost 
of depreciation and losses involved, as well as the risk of a loss in 
quality and quantity of  cream while in shipment. The costs of trans- 
portation, according to cream tariffs, using a five-gallon can, for dis- 

tances in Kansas, vary from .75 to 2.7 cents. The average cost, as 
shown in Table XXI, approximates 1.8 cents. A close estimate would 
assign two-tenths of a cent for the cost and depreciation on cans. An 
average cost of about 2 cents, with a range of from .92 to 3 cents, 

. covers the important money costs to  the farmer o f  shipping direct. His 
net price for  butterfat is therefore less than the net price to a farmer 
who drives to the creamery by the amount  of these costs. 
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Farmers who choose to sell their cream to cream stations instead of 
exercising their privilege of direct shipment do so because the system 
is adapted economically to their needs. In this case the operator of the 
station, on behalf of the creamery, tests and weighs the cream, makes 
immediate payment, supplies the cans for shipment, and pays the trans- 
portation to  the central factory, instead of the farmer. I n  being re- 

lieved of the responsibility of doing part  of these functions which he 
himself would have to perform in case of direct shipment, the farmer 
indirectly pays the cost of delivering his f a t  to the creamery by selling 
his butterfat a t  a price which is lower than the delivered price. The 
difference in cream station prices and the delivered price of the same 
centralizer is accounted for by the cost of handling and shipping fa t  

from the station to the creamery. On an average this difference was 
only 3.4244 cents a pound butterfat from July, 1915, to June, 1916. It is 
the cream station patron’s cost of delivering his butterfat to the cream- 
ery. Without the station his fa t  could not have been profitably 
marketed. 
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There can be no reasonable controversy as t o  the necessity for each 
of the three ways by which farmers dispose of butterfat to creameries. 
Most of the creameries in the state make use of each method in order 
that the greatest possible volume of butterfat may be secured. No com- 
pulsion except individual economic circumstances directs the farmers 
of the state t o  patronize these systems. Moreover, there can be no fair 
comparison of the prices offered by one with those of the other method 
without including a full and accurate explanation embodying the costs 

 involved. It has been the attempt t o  prevent the use of figures given 
herein in any illegitimate manner. Direct shipment and cream-station 
systems are not in opposition to  each other. They are complimentary 
and economically necessary if creameries would serve all classes of 
farmers who have butterfat to sell. The prices quoted by each method 
are therefore not t o  be compared without elaborate explanation of the 
services performed and costs involved by each. 

With the understanding that variations in the prices which different 
farmers receive are inevitable because farmers live under different condi- 
tions with respect to  their distances from creameries and the amount of 
butterfat that they have to  sell, i t  is not a t  all alarming to face conditions 
a s  they exist. The development of present methods is indeed fortunate, 
because i t  enables farmers of every class to  market their f a t  regardless 
of quantity. Contrary to  popular opinion, the prices offered by cen- 
tralizers for fa t  delivered a t  the door averaged considerably above the 
Elgin price for the year. Seven months of the year in which the study 
was made, delivered prices ranged from .1034 of a cent to  2.4563 cents- 
above Elgin (see Table XIX), while for the other five months they fell 
below Elgin prices by amounts ranging from .0711 of a cent to only .3336 
of a cent. Cream station prices varied in amounts corresponding to the 
variation in delivered prices. 
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FIG. 25. Views Representing the Concentration of Butterfat and Making of Butter. 
Eight photographs in the cut show the method of concentrating fat for shipment and 

the creamery processes of making butter in centralizers. 

Nos. 1 and 2 .  Interiors of cream stations, showing boiler, cream-testing outfit and 
cream cans. The cream station is the most economical method of marketing butterfat by 
farmers who milk a few cows as a side line in Kansas. 

 
 

No. 3. Business office and accounting department of a centralizer, where experts see to 
the efficient marketing of butter in distant states and a clerical force handles the informa- 

fat. 
tion of the business, which makes possible low costs and highest possible prices for butter- 
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No. 6. Starter room, where the bacteria which cause good flavor in butter are grown 
in sterile milk. This bacteria-fllled milk, known as starter, is mixed with the cream 
before churning, and aids not only in making good-quality butter but also in preserving 
butter. 

with starter and cooled to the proper temperature, finds its way into power churns and is 
No. 7 .  Churn room, in which the cream after leaving the vats, where i t  was mixed 

converted into butter. 

from each churning are  analyzed and the percentage of water accurately determined. 
No. 8. Moisture-testing room and chemical laboratory, where carefully taken samples 

Butter must not contain over 1 6  per cent of water on penalty of a heavy fine; hence the 
importance of a well-equipped laboratory. 

paratory to being cut into pound prints and sold to retail stores. 
No. 9. Butter taken directly from the churn is packed in large boxes for  cooling, pre- 

No. 10. In many of the primary markets tub butter is more generally handled than 
butter put up in other types of packages, This picture shows tub butter in storage pre- 
paratory to shipment. 

tion or from the storage supply, is taken from the tubs and made into prints before it 
No. 11. Most of the tub butter purchased, either from the supply of current produc-

goes to the retailer. 

the cartons, sealed, and passed along by machinery to boxes, where they are packed for 
No. 12. In this room prints of butter are wrapped in parchment and then placed in 

shipment. 
No. 13. Butter is assembled from the storage rooms to one place previous to shipment, 

by means of labor-saving machinery. Notice the carrier used for this purpose. Careful 

record of business facts are essential to creamery success. 
checking saves by reducing losses and eliminating misunderstandings. Accuracy and a 

No. 14. Large concerns, because of the great quantity of butter handled, are enabled 
economically t o  provide facilities f o r  shipping, whlch save large drayage bills and the 
extra cost in freight due t o  the higher rates ruling fo r  less than car-lot shipments of  
butter. Notice the quantity of butter handled by trucks where these expense-reducing 
facilities are provided. 

of supplies, such as butter color, salt, liners, parchment paper, tubs, boxes, cartons, etc. 
No. 15. Concerns which make a large volume of butter make use of immense quantities 

To buy these supplies in large amounts a t  one time, in order to take advantage of the 
lower prices given to those who place large orders, it is necessary to have room a t  the 
creamery to receive them. Hence the economic value of a spacious supply room. 

NO. 16. Large creameries find a repair department, in which the men employed be- 
come expert, an expense-reducing addition. In small-sized concerns, of course, one man, 
who supposedly should be expert at every task, seldom works on one job long enough 
to become expert at anything. 

COST OF MAKING BUTTER. 

Creameries which make large quantities of butter find tha t  adequate 
accounting systems are  essential. Only by studying costs with a view to 
reducing expenses are they able to pay the highest possible prices for 
butterfat. Centralizers were able t o  furnish the costs from their account- 
ing systems, while small creameries neither kept such information nor 
did they appreciate the importance of it. The figures for cost of making 
butter include all items of labor, expenses and supplies from the time the 
butterfat is received until i t  is packed ready for  storage or loading for  
shipment. The relative importance of different counties of Kansas as 
creamery butter-making points is indicated in Fig. 24. The typical pro- 
cesses in buying butterfat, making butter and shipping it are to be seen 
in Figs. 25 and 26. 

More than half of the creamery butter, or  57.3 percent, for which 
figures were secured, was put up in prints, while the other 42.7 percent 
was packed  in tubs or boxes. Print butter required more labor than tub 
butter and cost .3734 of a cent a pound more to make than did the tub 
butter. The cost of making print butter ranged from 1.7075 to 3.8818 
cents in different centralizers, averaging 2.0953 cents, The cost of tub 
butter varied from 1.35 cents to 3.6322 cents a pound, and averaged 
1.7219. The average cost of making a total of 19,618,491 pounds of cen- 
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tralizer butter put up in both tubs and prints was 1.9574 cents a pound. 
Different concerns had costs ranging from 1.5305 to 3.5302 for  making 
their butter. 

COST OF MARKETING BUTTER. 

There are many different ways open to creameries for disposing of 
their butter, and the cost to the creamery depends upon the type and ex- 
tent of service which i t  attempts to perform. Practically all of the suc- 
cessful centralizers made more butter than they could sell locally, and 
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in some cases and in others developed their own delivery system. When 
a delivery system is operated by the creamery the price obtained is 
usually enough higher to  pay whatever extra cost is involved, otherwise 
the delivery is not justified. With few exceptions sale of butter through 
jobbers was found t o  be the most economical method to  the creamery. 
The exact cost of selling butter locally was not determined, but was in- 
cluded in the average cost of selling both locally and in distant markets. 
In Table XX ,  17,244,042 pounds of butter were sold in local and in dis- 
tant  markets. Only 22.5 percent was disposed of locally and more than 
three-fourths, or 77.5 percent, was shipped to distant points. 

Of 15,465,277 pounds of butter sold in markets other than the towns 
or cities in which the creameries were located, 2,641,695 pounds, or 17.1 
percent, went to points in Kansas, while 12,823,572 pounds, or 82.9 per- 
cent, went to  points in thirty-four other states. Approximately two-thirds 
of Kansas creamery butter is a surplus product which has to  be sold in 
markets outside the state. (See Fig. 27 and Table XXVI.) The chief 
costs of marketing butter by centralizers are therefore due to such ex- 
penses as postage, telephone and telegraph services and a competent 
stenographic and accounting force. The cost of loading butter into cars 
ready for shipment also was included. The average cost for marketing 
22,201,540 pounds of butter which was sold in both types of markets was 
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only slightly above one-half cent a pound, or .5083 of a cent. The range 
in costs by different creameries was from .1879 to  .6269 of a cent. 

TOTAL CONCENTRATION, MAKING AND MARKETING COSTS. 

One can not judge of creamery efficiency by comparing total creamery 
costs, without knowing their relation to  the prices received for butter 
and paid for butterfat. Costs are of relative and not of absolute import- 

ance under competitive conditions. To the operators of creameries the 
range of total costs as well as  of separate process costs are of interest. 
By comparison it  is possible to check up the weak points of an individual 
business and thereby to  increase the efficiency of the organization. 
Table XXVIII  indicates that  the average total cost fo r  concentrating, 
making and marketing for each eight-tenths of a pound of butterfat, on 
the basis of more than 14,000,000 pounds, was 6.0327 cents. Different 
creameries had total costs varying from 3.1983 to  7.6816 cents, according 
to  the proportion of the butterfat which they were able to secure de- 
livered in comparison to  that upon which they were obliged by farmers 
to pay concentration costs. 

RELATION OF COLD STORAGE TO PRODUCTION AND 
CONSUMPTION OF BUTTER. 

The vast majority of small creameries, turning out more than half 
of the creamery butter of the countrry, have not developed adequate or 
efficient methods of selling their butter. Undoubtedly one cause for this 
condition has been the small average volume of butter made by them. 
Receiving butterfat from farmers in amounts which vary monthly from 
three-fifths to more than one and a half times the average monthly pro- 
duction for the year, small creameries, having no inclination nor facili- 
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ties to store their output, have been accustomed to sell i t  at once. Since 
they have not themselves found the retailer to whom most butter goes 
before reaching consumers, a group of middlemen known as  wholesale 
receivers have come into use, who specialize in finding buyers for the out- 
put of the small creameries. These wholesalers receive butter from the 
creameries in large or small amounts according t o  the months in which 
creameries make large or small quantities. But in selling butter whole- 
salers are unable to dispose of as large quantities in the summer as  they 
receive. This condition is unavoidable, because consumers eat butter in 
about the same quantity the year round, while farmers and creameries 
produce the butter chiefly in the summer. The consumer does not buy 
butter except as  he uses it. The retail store caters to the consumer, and 
since it has no facilities for storing any important quantity of butter, i t  
is  obliged to buy only such amounts as  i t  can sell within a few days or a 
week. The wholesaler, therefore, finds himself between two situations 
which do not match together. He is obliged to  make them fit as  best he 
can. His success depends on his. ability to  find markets and to  induce 
the buyers in these markets to  consume more or less butter according to  
the season. His understanding of the consumer i s  that  rising prices re- 
sult in smaller and fewer purchases. Lower prices, however, induce the 
consumer to buy and eat  more butter. The wholesaler also knows that  
while more butter is produced in the summer than consumers will pay 
profitable prices for, much less is produced in the winter than is re- 
quired to  meet the needs of consumers. His task, therefore, is not only 
to sell butter, but to  sell it in such a manner that  i t  will not be wasted in 
summer. Were consumers induced to take all the butter produced in 
summer during that  season, unnecessarily low prices would result and a 
great deal of butter would be practically wasted. Moreover, the butter 
made in winter is not sufficient in quantity to  feed the people during that 
season. Therefore his occupation is to use a practical method of con- 
serving the surplus of summer, when immediate consumption would be 
wasteful, and of holding it for the winter’s use. Price changing is the 
method at his disposal t o  force economy and thus to  conserve summer 
waste for winter use. This task falls upon the wholesaler, because 
neither farmers o r  creameries, on one hand, nor retailers or  consumers, 
on the other, attempt seriously to solve the problem themselves as  in- 
dividuals. For the most part they could not solve the problem even 
were they to try. The wholesaler controls the situation by exercising 
his judgment on the basis of market conditions. He buys butter from 
creameries on the basis of the price which he feels reasonably certain 
of obtaining when he sells it. The wholesaler runs a speculative busi- 
ness in part, for the reason that  he is obliged to hold large quantities of 
butter from one season to another. But speculation is one of the most 
important economic forces. Its functions are indispensable. This does 
not mean that  abuses do not exist or that  the abuse side of speculation 
is essential to the holding of butter from the surplus to  the deficit season. 
Abuses merely indicate that  some men doing a wholesale and storage 
butter business are  breaking the rules of the game, and that  in permit- 
ting these unfair practices the government has failed to  perform its 
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share in production. It is not true, however, that  abuses rule in the stor- 
ing of butter. 

Centralizer creameries, in making vastly larger quantities of butter 
than small local creameries, are  enabled to establish their own selling 
departments instead of being forced to  rely on the usual type of whole- 
saler. They find that  considerable saving can be made by establishing 
regular and permanent trade connections with retailers so fa r  a s  pos- 
sible, and with wholesalers who distribute direct to  retailers instead 
of to other wholesalers, in which case reshipment is often necessary. As 
a result, relatively higher net prices are  obtained by centralizers than 
by small creameries in the same territory. It must be remembered that  
each of the three functions-concentration and buying of butterfat, 
making butter, and selling butter-are separate when it comes t o  com- 
petition. Whatever an efficient selling department can save for a cen- 
tralizer over and above the usual method of selling through wholesalers 
is a most legitimate source of profit fairly earned under the competitive 
system. This saving may, however, be used to  increase prices for but- 
terfat  instead of being retained as  profit, depending on the attitude of 
both farmers and the government, and their efforts to  stimulate efficiency. 

Information obtained from the states in which most of the butter 
shipped from Kansas was sold is contained in Table XXIX. Fig. 28 
presents the same material in graphic form Actual conditions under 
which Kansas butter is marketed prove both the function of wholesalers 
and the economic necessity of holding butter in cold storage. Consumers 
and retailers in these markets varied only slightly in their receipts 
of butter from month to month, while wholesalers varied in their re- 
ceipts more than four to six times as much. Wholesalers purchased their 
greatest or smallest amounts of butter according to the amount pro- 
duced by creameries. 

PRICES OF BUTTER AND STORAGE. 

When the production of butter increases in  the spring, and receipts 
upon the wholesale markets exceed the amount which consumers will 
take a t  prices previously charged, sale of surplus butter is  brought about 
by lower prices. In normal seasons, during April or May, these prices 
have fallen sufficiently low because of the effort of wholesalers to induce 
increased consumption, to warrant those interested in storage to  pur- 
chase fo r  holding. Fig. 29 gives the facts concerning butter production 
in Kansas in relation t o  the net intake and output of butter by storage 
concerns for the United States. The figures upon which the chart is 
based are shown in Table XXX. While only 10 percent, approximately, 
of the year's output of creamery butter is held in storage from surplus 
to deficit seasons of production, the steadying influence which the stor- 
age of this butter exerts upon prices is truly remarkable. Before storage 
facilities were perfected and utilized for  holding butter, prices fluctuated, 
on an average, 120 percent. (Bulletin 270, University of Wisconsin, 
page 37.) With the development of storage and the operation of specu- 
lation, extreme fluctuation in price has been greatly reduced. Prices 
neither rise a s  high nor fall as low as they formerly did. Fig, 30 shows 
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G 29 .  Butter Productlon, With 
Net Percentage Into and Out of 
Storage, by Months. 
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the relation of variation in production to  the variation in price. The 
wide fluctuations have been chiefly reduced by storage to approximately 
one-third of their former range. 

To the farmer, stability of price for butterfat has added greatly to 
his income. Formerly he obtained the very lowest prices when the bulk 
of his butterfat was sold. At present, while the price remains some- 
what lower in winter than formerly, the substantial increase in summer 
has greatly increased the average price for  his year's sale of butterfat. 
Consumers benefit by storage because i t  guarantees a supply of butter 
a t  reasonable prices, whereas formerly shortage of butter and extremely 
high prices sometimes compelled strenuous economy and even the doing 
without butter at times. 

Holding butter in cold storage being essentially a wholesale function, 
the cost is paid by the wholesaler. The opportunity profitably to hold 
butter in  storage depends upon the probable future market conditions 
in  relation to the price of butter at time of storage and the length and 
costs of the storage period. The average length of time for which butter 
is held in  storage is approximately six months. In the season of 1915 
to 1916, according to associated warehouse reports, about 80,000,000 
pounds of butter was held in storage, amounting to about 10 percent 
of the output of the creameries of the country. With butter averaging 
28.5 cents a pound, interest at 6 percent, insurance 50 cents per $100 for 
six months, and a storage charge of ¼ cent a pound for the first month 
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and 1/8 cent each month thereafter, storage costs for six months would 
amount to  the following: 
Interest on 1 pound butter, price  28.5 cents, at 6 per cent f o r  6 months. . . . . . 
Insurance on 1 pound butter at 15 cents per hundred pounds per month, . . . . 
Storage on 1 pound butter at ¼ cent first month, 1/8 cent thereafter. . . . . . . . 

$0.018975 

On the basis that  one-tenth only of the butter is held in storage, the 
average cost is only about .19 of a cent. Compared to  the benefits derived 
from steadier prices as  a result of storage, the costs are trifling. 

FIG. 30. Cold Storage Reduces the Fluctuation in Butter Prices. 
Prices for Kansas creamery butter varied oniy 43.5 percent from January 1915, t o  

June, 1916, while the production during this period varied 157.7 percent. Before cold 
storage made it possible to hold over the surplus butter of the summer months for con- 
sumption in the winter, prices fluctuated 120 percent, as has been shown by a compila- 
tion of figures for the years 1880-’84.  Farmers at that time were obliged to take the 
lowest prices when they produced the greatest quantities of butterfat, and they received 
the highest prices when they had little to sell. With storage the prices of butter are kept 
up in the summer, so that the farmer now secures much more return for his year’s pro- 
duction of butterfat than formerly. 
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Besides storage, the wholesale buyers paid the freight and other 
costs in transit from the creamery t o  destination. The average cost 
for transporting and icing butter from Kansas centralizers to the markets 
in which it  was sold was approximately 1.9 cents. Wholesale receivers 
obtained a little more than 1 cent per pound for their services. The 
jobbers who regularly handled the butter between wholesale receivers 
and retailers received uniformly 1 cent a pound. This type of whole- 
salers provided the delivery system and the machinery for  supplying 
retailers with butter and securing payments f o r  the same. In  some cases 
both receiving and distributing wholesale functions are performed by 
departments of the same company. 

BUTTER RETAILING COSTS. 

The most expensive step in the marketing of Kansas butter was 
found to be the retail grocery store. On an average, 4.5 cents was 
added to the delivered price which the grocery store paid for the butter. 
According t o  the usual costs of retailing, this 4.5 cents was spent by the 
store in paying 1.86 cents a pound for delivering the butter to the con- 
sumer’s residence, and .75 of a cent was virtually wasted because of 
bad debts and the granting of long credit upon which interest was not 
collected. The remaining 1.89 cents covered the costs of running the 
business at the grocery store and for giving whatever profit was gained. 

WHO GETS THE MONEY? 
The marketing of butterfat is f a r  from a simple problem. Many 

processes are  involved in the movement of cream from an average Kan- 
sas fa rm to the consumer in the form of a pound of wholesome creamery 
butter. The average farm, while only 4.6 miles from town, is 19 miles 
from a creamery, and consequently there are expenses to  be paid before 
the butterfat which will make a pound of butter can be landed a t  the 
creamery door. Fig. 31 shows that  these expenses consisted of slightly 
more than 1 cent paid for hiring the station operator, .2 of a cent for 
the use of the cream station, .7 of a cent for labor and supplies in mak- 
ing and keeping a record of the butterfat handled so that payment could 
accurately be made, .14 of a cent for supplying cans to  carry the cream 
to the creamery, 1.3 cents to the express company for hauling the cream, 
and .1 of a cent for draying the f a t  from the depot t o  the creamery. The 
farmer who lived close enough to  a creamery to deliver his butterfat did 
not pay these expenses, and consequently instead of 21.06 cents for .8 of 
a pound of butterfat, he received 24.52 cents. On the basis of a full 
pound of butterfat, he received 30.65 cents instead of 26.32. The 
farmer, on the other hand, who lived farther from the creamery than 
the average, paid more than 1.3 cents to the express company, and 
therefore received just that much less than 21.06 cents for the eight- 
tenths of a pound of butterfat. 

At the creamery it cost 1.96 cents to  make .8 of a pound of butterfat 
into a pound of butter. Another .51 of a cent a pound was paid for tele- 
phone, telegraph services and stenographic help in finding buyers for 

IET n/a




The Marketing of Kansas Butter. 65 

the butter, and in loading the butter into cars for shipment to these 
buyers. The general or overhead expenses of the creamery process 
amounts to .7 of a cent a pound. Finally, the average net profit made 

FIG 31 The Costs of Concentrating Butterfat and of Making and Marketing . . . 
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by the creameries on a pound of butter was .81, o r  only slightly over 
four-fifths o f  a cent. 

Centralizers sold the butter a t  an average price o f  28.5 cents a pound. 
This was substantially the wholesale price of butter in the large markets 
o f  the country for the period in which the study was made. It therefore 
was the price to  which producers of butterfat were obliged to look i f ,  
with their individual costs of production, a profit was to be expected in 
producing butterfat. A serious popular error has been made for years 
in considering that  farming alone was entitled to the name production. 
Butter is not completely produced until lodged with the consumer. 
Every necessary step from the farm to  the consumer is  therefore a part  
o f  production, and those who render the service of each step are  as  
truly producers a s  are  the farmers themselves. Because o f  the preva- 

it is sold in Kansas or in Florida. He can not expect to obtain more for butter sold in 
The farmer receives the same amount for the butterfat in a pound of butter whether 

Florida, because the creamery does not secure more, even though the consumer in Florida 
is obliged to pay higher prices than the consumer in Kansas. The additional costs of 
selling Kansas butter to consumers in Florida, as compared to selling Kansas butter to 
consumers in Kansas eat up the difference in price paid by consumers in the two states. 

net the farmer just as much as for the butter consumed at home, Kansas farmers would 
Were it not for the possibility of selling butter in these distant markets at  prices which 

not be able profitably to produce as  much butterfat as is now turned out by the state. 

lence of this error, farmers and consumers alike, in making comparisons 
directly o f  the value which individual farmers received with the price 
paid by individual consumers, have drawn useless and harmful conclu- 
sions. The purposes of making price comparisons by the farmer are 
chiefly to determine the amount and justice o f  prices in relation to 
services performed, and to decide whether, with certain prices, produc- 
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tion will yield a profit. Neither individual farmer receipts nor individ- 
ual consumer expenditures a re  reliable o r  relatively stable quantities. 
On the contrary, they are extremely variable. Because of their variable 
character the conclusions drawn from such comparisons are utterly 
worthless in helping the farmer to decide the two problems in which he 
takes a very proper interest. Instead of comparing his receipts with 
indefinite and variable consumers’ prices, it is to his interest to make com- 
parisons with the wholesale price, which is relatively the most stable and 
definite figure possible. In addition to this wholesale price, the consumer 
pays, in buying butter, many or few additional charges which are  large 
or small according to the intermediate services necessary to transfer 
butter from the creamery to his residence. From this wholesale price 
are  deducted all the costs of manufacturing, as well as the special costs 
of getting the butterfat from the farms to the creamery, before it is 
possible to arrive at the individual farmer’s net price. Since farmers 
vary in their distances to the creameries, their returns also vary because 
different subtractions from the wholesale price are  thereby made neces- 
sary. Fig. 32 gives a comparison which indicates the variation of con- 
sumers’ prices in relation to the wholesale price. A similar reasoning 
for the variation in farmers’ net prices was made earlier. 

The average additional costs to the wholesale price were found to be 
1.9 cents a pound for paying freight and icing charges on the butter 
while in transit to the wholesale market, 1.06 cents for the services of 
the wholesale receiver, .19 of a cent for storage, 1 cent to the jobber, and 
a total of 4.5 cents to the retail store. The total amount of these charges 
varied from the average according to the market in which Kansas butter 
was sold. 

CONDITIONS IN LOCAL AND IN CENTRALIZER 
CREAMERY TERRITORIES COMPARED. 

Comparisons of butterfat prices in Kansas with those prevailing in 
Wisconsin and other highly developed dairy farming sections have been 
frequently made, and invariably the conclusion drawn tha t  something 
was wrong in Kansas. What the trouble was no one seemed to have 
really understood. No reliable information of a tangible sort was avail- 
able to explain matters. Recently, however, a study of the marketing of 
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Wisconsin butter was completed and the results placed before the public 
in bulletin 270 of the Experiment Station of the University of Wisconsin. 
With the results of the study for Kansas completed, a comparison of con- 
ditions in Kansas and in Wisconsin, on the basis of actual facts, is pos- 
sible. The differences rather than the similarities between the two 
regions are striking. Wisconsin had 26.66 cows per square mile in 1910; 
Kansas had only 9. At that time for each cow in Wisconsin there were 
only 1.6 persons, while in Kansas for each cow there were 2.3 persons. 
In other words, while Kansas had only a little over one-third as many 
cows per square mile as  Wisconsin, she had one and one-half times as  
many people per cow to consume whole milk. This larger number of 
whole-milk consumers reduced the already small quantity of dairy prod- 
ucts t o  a very small surplus of butterfat for creamery butter-making 
purposes. Figs. 33, 34 and 35 give striking testimony, by graphic presen- 

tation of the facts, of the very different conditions prevailing. I t  is no 
less important t o  note that  where there were large numbers of cows per 
square mile there also were found the greatest numbers of creameries. 
Compare Figs. 35, 36 and 37. These large numbers of creameries were 
possible because great quantities of butterfat were available for butter- 
making within small areas. Fig. 38 graphically presents a comparison 
of the cows per square mile and butterfat sold per square mile, showing 
that farmers in Wisconsin sold 873 pounds, as against 177 pounds for 
Kansas farmers. The explanation of this difference lies chiefly in the 
fact that  the average Wisconsin  farmer milked twice as many cows as 
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the average Kansas farmer,  and that because o f  his interest and the 
fact that dairying was a main line with him, better cows were kept than 
was the case in Kansas. 

The three leading states in which small creameries have been a suc- 
cess are  Wisconsin, Minnesota and Iowa. The avaiIable information for 
those states and Kansas, summarized and presented in Fig. 40, indicates 
the quantities o f  butterfat sold per square mile and the number o f  cows, 
on the average, for  each section that  a re  necessary to the maintenance 
of small creameries. Kansas sells less than half  enough butterfat per 
square mile to support local creameries. The quantity o f  butterfat avail- 

able is sufficient to support such a small number o f  creameries that they 
are  necessarily far apart, and farmers a r e  therefore unable to deliver 
their butterfat without the aid of shipment by rail and also to a large 
extent by engaging the services provided by cream stations. 

The study in Wisconsin demonstrated that  Wisconsin farmers, on an 
average, received 23.33 cents for the butterfat in a pound of creamery 

, butter, when the Elgin price for the year averaged 28.78 cents. Kan- 
sas farmers received 21.06 cents for the butterfat in a pound of cream- 
ery butter, when the average Elgin price for the year of study, from 
July 1, 1915, to  June 30, 1916, was 29.29 cents a pound. The Elgin price 
averaged .51 of a cent higher during the period of investigation in Kan- 
sas than it did during the period of study in Wisconsin. Therefore to 
the 23.33 cents received by Wisconsin farmers must be added the .51 of a 
cent before the results of the two separate investigations are directly 
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FIG. 35. The Number   of Dairy Cows Per Square 
Minnesota, Iowa and Kansas. 

Mile in Wisconsin 

a certain number of dairy cows per square mile in the county 
to the scale in the illustration, each dot represents

sota fifty-six, and in Iowa fifty-six The highest in Kansas is
I n  Wisconsin the numher runs as high as seventy-six, in Minne- 

less than twenty-three. From the standpoint of cows in Kansas
farmers do not have a large enough number of efficient dairy 
stock on each farm to provide the conditions essential to local 
creamery success such as has been made possible in parts of the 
other three states where the dots are larger. [Courtesy of the 
University of Wiscons in .  
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comparable.  With this addition, it bcomes evident that Wisconsin

IET n/a
farmers received for the butterfat in one pound of butter 23.84 cents, 
when Kansas farmers received 21.06 cents.  The difference of 2.78 cents
is readily explained by examination of the costs involved in mrketing
butterfat through creameries in te two states.  Wisconsin figures are
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for  cooperative creameries, and the profits of the creamery business a re  
included in the 23.84 cents received by the farmers. In Kansas the 
successful creameries are centralizers, operated by private enterprise, and 
the .81 of a cent profit secured by them is one of the expenses of market- 
ing butterfat in Kansas. I n  Wisconsin farmers paid on an  average 1.6 
cents for  hauling and draying butterfat and butter, while in Kansas the  
costs of getting butterfat to the creameries was 3.46 cents, or 1.96 cents 
greater than .in Wisconsin. These two items of expense, which are 
larger in Kansas than in Wisconsin, amount to 2.77 cents, or  practically 
the entire difference in the net prices received by farmers in the .two 

FIG.  36 Location of Kansas creamerles, 1915 
Kansas had less than twelve COWS per square mile in 1915, and her creameries num- 

bered only seventy-eight of which twenty-five made more than 22 million out of the total 
of 24.2 million pounds of butter. A greater number of creameries is not warranted 
economically until the number of cows increases sufficiently not only to adequately feed 
the ones that exist but also properly to supply the new ones. 

states. I n  Wisconsin it was found tha t  cooperative local creameries 
retained for the farmers the profits of the creamery business and the 
savings of greater efficiency, due to the fact tha t  cooperative creameries 
were larger than private plants. These two items amounted to 3 cents 
a pound of butterfat. Farmers in specialized local creamery sections 
produce from 1000 to  2000 or more pounds of butterfat each, so that  
cooperation in giving them from $30 to $60 additional income each year 
is worth their while. I n  Kansas, on the other hand, centralizer manage- 
ment is more complicated than local creamery management is in its 
special localities. Moreover, the average profit of centralizers, being 
only .81 of a cent a pound butter, and since centralizer patrons produce 
the butterfat that makes only 400 pounds of butter, the possible saving 
is only $3.24 a year for  each farmer, a n  amount altogether too small to 
make it worth his while to bear the responsibility and risks of cooperative 
centralizer management. With respect to price comparisons, then, the 
difference in prices paid to  farmers in Wisconsin and in Kansas was 
due entirely to prevailing economic conditions. Neither creameries nor 
individual farmers were to blame, and the suspicion tha t  something 
fundamentally wrong existed was entirely erroneous. 
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WHAT CAN BE DONE TO IMPROVE KANSAS BUTTER- 
MARKETING CONDITIONS. 

CHANGE THE BASIS OF BUYING FARM BUTTER. 
The facts pertaining to the marketing of farm butter indicate that 

stores paid first-grade prices for much low-grade butter, which was 
sold at a loss of from 6 to 8 cents a pound, resulting in an average loss 

FARMS, DAIRY COWS AND POUNDS OF BUTTER FAT 

RELATIVE NUMBER OF COWS PER SQUARE MILE AND 
 OF BUTTERFAT SOLD PER SQUARE MILE--1910 

SOLD PER SQUARE MILE AND NUMBER DAIRY 
COWS PER FARM -1910 

\ 
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on all the farm butter handled of 2.7 cents a pound. On the surface it 
would seem that the store and not the farmer is the loser. An examina- 
tion of the method of operating the average store will convince the 
reader that  this is not entirely the case. The costs of running a retail 
store must be entirely paid, otherwise the storekeeper will be forced out 
of business. Retail prices, therefore, must be fixed a t  a figure high 
enough t o  cover not only the price paid for the goods and the regular 
costs of running the store, but also high enough to make up any losses 
which occur, as, fo r  example, the loss on butter handled, and provide a 

FIG. 40. Relatlon of Density of Butterfat Production to Types of Successful Creameries. 
The four states for which information is summarized in the illustration cover an area 

of 273,844 square miles. It is interesting to know that 170,048 square miles, or 62 

does not produce enough butterfat per square mile to support successful local creameries, 
percent of these four states, an area more than twice as large as the state of Kansas, 

twice as much butterfat was sold per square mile in the local creamery territory as in 
and that centralizers are therefore an economic necessity. It will be seen that more than 

centralizer territory, and that this was possible only because of the large number of cows. 
-[Courtesy of t h e  University of Wisconsin.] 

profit. If the store buys butter of all grades at the same prices and 
loses money it is  forced to raise the retail price of the other goods sold 
sufficiently to  cover this loss. All the patrons of the store pay for the 
loss occasioned by purchasing poor butter. If the store buys butter a t  a 
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price low enough to prevent a loss, then the farmers with good butter a re  
underpaid. In either case the practice puts a premium on the production 
of low-grade butter. Stated plainly, as long as the system of buying 
butter without regard to quality continues, low-grade butter will be pro- 
duced at a premium and farmers will suffer either because prices of 
goods bought at the store are unnecessarily high or because those pro- 
ducing good butter will not secure what i t  is worth. The most feasible 
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way of improving this situation is for the retailers of each town to agree 
tha t  butter should be paid for  according to grade, and after recognizing 
tha t  individually they receive quantities too small to justify grading, 
either induce a cash butter buyer, provided with storage, to undertake 
the task, or else direct the farmers to the local produce buyer. I n  many 
towns this change has had excellent results. If some one concern could 
handle the entire volume of farm butter in each town there would be 
enough business to warrant efficiency. Prices would be more equitable 
to  the farmers, not only for  the butter which they sell but  also for  the 
goods which they purchase. The improvement which would follow a 
change of this character would enable the farmers who specialize in 
butter-making to continue on a more profitable basis. Those who now 
make poor butter would probably find i t  much more profitable to  sell 
cream than to continue making butter. 

MAKE BUTTERFAT PRODUCTION ONE OF THE MAIN 
ENTERPRISES ON THE FARM. 

The farmer has three very important opportunities before him, each 
of which, if developed, would result in higher net profits on his butterfat 
business. One opportunity is to improve the quality of the cream so 
tha t  it will reach the creamery without souring, and to insist on the 
payment for  cream according to quality. Individually a farmer can 
not do this. Only when a large number of farmers producing a uni- 
formly high-grade cream send enough of it to a given creamery to 
enable the creamery to place a special high-grade butter on the market 
will there be the possibility of increasing the present prices of butterfat. 
This is, however, a possibility waiting for development by farmers who 
will make dairying one of their main farm operations. 

The second opportunity lies in the possibility of increasing the amount 
of butterfat to  be sold to the creamery sufficiently t o  reduce the costs 
of delivering it. Increased volume of butterfat per farm not only re- 
duces the cost of getting it to the creamery, but the increased receipts 
a t  the creamery result in lower manufacturing and marketing costs and 
make possible higher prices to farmers. 

is to reduce his cost of producing butterfat. Better cows, more judicious 
feeding, cheaper feeds and many other interesting efforts center on the 
problem of lower cost of production. It is an individual problem within 
the power of each farmer to solve by himself. The other two possibili- 
ties a re  dependent for  success upon the efforts of other farmers and the 
creameries fully as much as upon the individual. Hence they a re  more 
difficult to solve than the last. 

Each of these improvements necessitates that farmers doubIe the  num- 
ber of cows per farm and make dairying a main-line enterprise instead 
of a side line as i t  now is. 

The third and most important possibility for the individual farmer 
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STIMULATE EFFICIENCY IN CREAMERIES. 
The very close relationship between volume of business and the cost 

of concentrating butterfat, making and marketing butter, emphasizes 
the necessity of promoting strength and abandoning the idea of protect- 
ing weakness in  creameries. The more creameries there are among 
whom a given amount of butterfat must be divided by competition the 
more necessary i t  becomes to pay low prices. This problem involves the 
whole question of the wastes of overcompetition in comparison to the 
benefits of limited monopoly with proper regulation. One well-equipped 
cream station in each town could easily handle all the butterfat at a 
much lower cost than is necessary where two or three divide the supply. 
Competition in the cream business, which necessitates in many towns 
from four to seven stations, results in reduction of price to farmers 
which could easily be saved were such laws as antitrust laws, antidis- 
crimination laws and others designed to promote efficiency. The solu- 
tion of this problem depends upon a better understanding of the rela- 
tion of sound public ideas to good government and of good government 
to efficient business. 

CREATE EFFICIENCY IN RETAILING BUTTER. 
The greatest immediate improvement in the marketing of creamery 

butter may be realized by bringing about greater efficiency in the opera- 
tion of retail stores. Volume of business per store at the present time 
is so .small that individual delivery systems and unregulated credit grants 
have become unnecessarily expensive. Cooperative delivery systems and 
credit regulations, if instituted and upheld by retailers, would greatly 
reduce unnecessary retailing costs. 
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