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Intro du ct ory Statement 

In the study of the coo:c.ier'-"tive oil com..i.,janies of Colorado, 

each com1)any is considerea se11arotely, and w.nere conciictions VJ&rrant 

it, some im1Jortant com1_;ariscns are maC<e at the close of the study . 

An effort has been mad.e to secure the history of each com-

pany and to sho·v some of the u. iff'icul ties tllat aey cooriera ti ve 

form of business effort can ex1)ect to meet when it enters the field 

of 1)rivate business . An effort will be rdade to show the al~ti tude 

of the officers and wanagers of each inaiviaual com~any . 

:No attem_t)t will be made to illace a narrow interpretation on 

what co stitutes a coo1)erative com.i!any . There is naturally some 

variation iu the formation and organization of each of these com-

lJanies, so s1Jecial emphasis will be placed UI_)on the i eatures of ea ch 

which illus c.rates the a11plica tion of coo1Jerat i ve 1Jrinci1Jles . 

In general, there is a sir.Jila.rity in each of the companies 

studied. When this exis~s, the study involves the following out -

line, which v~ill be followed as nearly as l)J s si ole. In the cci s e 

of soue corn~anies, in orcter to avoici re1Jetition, some 0f the 11iain 

points will be combined. 

~'ith the introductory staGement in rnind, each com.l:!any will 

be studied from the standpoint of: 

I . Hi story 

II . Organization and lVfunat;ement 

III. The Method of Financing 

IV . Capital Invested--Equipment, Labor, and Expense. 

V. The Methods of OJ.Jer0tion 

A . Membership re lat ions. 

B . Business methods and practices . 
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1. etho ds of i1urcnc.tse c-na sale. 

2. Products handled. 

3. ·:-'e:tho ds of dividend Jayrnent. 

4. Accounting and business ractices. 

VI. Some proofs of the financial success of comvanies studied. 

VII. The general causes of success and failures of coo1Jerative 
oil associations. 

VIII. S~ecif'ic causes of success of c0m.l:'anies ~tudiea. 

T.t1e history of the com.i:Janies scua1ed will a ec.l ·,;ith the co.use 
and conditions o:t start ine,; early dif1 iculties encomrc-
ered > the t:,enera 1 method of i inan c ing, etc. 

The ort;anization and management will include method 
of organizc...tion, lege:l form, officers, and f;eneral 
form and character of management. 

The method of financing ·will include the method of 
raising capital, whether membership is ..:Jrivate or com-
bined, -che initial amount required, the price of mem-
bership, and the number of r,1embers re qui red. 

The capital invested, equipment end lQbor ex~ense, will 
be treated only o ri e fly. The ...:' u r po..s e w i 11 be to sh ow 
the rnain it rns under each head which are necessary to 
carry on the business successf'lly. Ca1;ital investment 
will also be discussed un0er financing. 

The method of O.c)eration will be discussed . ully, es1)ec-
ially in the things which distinguish cooDer&tive cor1-
11any from L< comrrercial type of business. 

The member sh i ' r elct ti ons will include co ndi ti ons of member-
ship, .._Jr ice of me wbers hi 1), number of we mb ers, member-
ship relations, etc. 

The business wethods and ~ractices will include: 

Tne r:1ethod of i-urchase and sale, ,.t1rice o.t vmich 
foous c..re sola, whether to non menmers, whether 
at both wnolesale and retai 1, terms of trade, etc. 

The 1Jroducts handled will include products solu c.nci 
service rendered. 

The methods of dividend r)ayment will include the me-
thod of making such };ayments, the conditions under 
which they c re, the 1ercent and amount of di viaena, 



the time ana conaitions of ~aywent, the goods on 
which pa;yments are made, and t.ne JJrivileges of 
members and non-members. 

The accounting and business ~ractices will include 
sys$em of accounting, recoras .kept, the forms of 
business ~ ractice connected with the business, etc. 

SQme proof of the f inane ial success of the com jar1ies stud-
ied will include either financial statement in €Seneral 
or the equivalent in amounts ;,Jaio. either in percent. or 
in totals of amounts JJaid, membership, business bolume, 
etc. 

The general causes Jf success or failure of coo1Jerative 
oil corn ) anies will include general reasons other than 
those local in their nature--such as commodity, etc. 

The specific causes of success or failure of corn}Ja ni es 
studied will include causes of success due to locality, 
lo cat ion, etc. 

The com~anies studied. 

The companies studied are: 

THE COlTSID:lBJHB' OIL COM.::n:HY of Colorado S_prings, Colorado. 

THE CONSu1iliR3 OIL COl..;.:~>AfJY of Greeley, Colorado. 

TH.E PEO?LJ.DS OIL COlC 1Ju;y of Leve land, Colorado. 



:DRE co ... ~.3ill )}!JBd f OIL COb.!. Al\iY' COLORr..DO JJ. RINGS' COLOP.nDO 

H.~:.J ORT BY tr • :;:TI. lJ.cDJl\fJ4-LD 

The- history of the Consume rs' Oil Com.1Jany of Colorado 

SprincS, Colorado, is one of the most interesting to be found 

ing tr.he study of cooperative oil com Jani es. It shows what re -

sourcefulness and adaption to local conditions can accomplish 

when :pro ... rnrly ayp lied. 

Coloraao Springs is one of the 

the west ana a famous health resort . 

reat t ourist centers of 

And the history of this 

co irrl-'a ny is closely related co 1 o ca. l cu ncd ti on s • 

Abou ~ ten yea s fat,O Mr . C • .ill• ·ichael, tne -1anager, came 

to C.Jlorado to benef'i t nis fleal th and located in Colorado S Jrir~s. 

He had a. backf;rou:nL of successful ousi1J.ess exp2rience in his 

native state and engaged in the automobile business • .After se-

veral years of service with Jne of the leac.ing auto 1irms of 

the city .ne dec ided to or5anize a C.Jo:percitive oil com any. One 

of the first ste 1Js to success in any businese ei·fort is t:H..ie -

qu ate financing c.nd this .ia s a cc om.vl i sh ec. by "Ghe sa.l e of' mem-

ber sh i11s • 

Another factor of success in any coo11erative effort is a -

daption to L ; cal co .. 1cii tions . Most successful coo,LJerati ve com -

_panies are com.i:Josed of furmers an:l are found in rural communi-

ties. In U1is re8pect, the Cunsu rn ers' Oil Com1..1 any, d lifers 

from the otncr• Coloraao ti1Jrine;s is n to. farmine, center and 

only about one .t ercent of the membershiy is com) vseo. of far -

mers . In or 1er to secure the confidence oi the business &na 

professL)nal men of ·che city, the recei .J tS fro 1 the so. le of 

m embereh i s were place a in tr'ust Ji th ci l..:JC al lban ~ i ng firm to be 



returned if sufficient funds were not rais:ed • 

. After a careful investigation of local conai·tions, it was 

decided that oOO inernberships should be sole. at .:t)5.00 each. This 

required several months of work by the management and when the 

necessary amount was secured the company was fQ)rmally organized. 

Organization and management. 

The Consume rs' Oil Comj_~any is a co-partnership in organ-

iza ti on ana rnanaLement and is not incor1JOrate0. The COWJ_Jany is 

managed ana controlled. by a limited. number of co-1.;artners who re-

ceive a reasonable ar1iount for their services. T11e oalance is 

d.iviaea quarterly amont'.31 the members on a patronage uividend 

basis. This represents the fonn of accountinb made to ri.lembers 

and has yroven very satifsfactory. This is eviaenced by the di-

vidends paid since organization. 

Another factor of success in a cooperative com_t->any is 

management. Since coo_perat ion is one of the major forms of bus-

iness effort, the mana£,ernent must mee.t the standards set by pri-

vate business. This cc:im_pany satisfies those requiremeni;s. The 

employees are permanently engaged anu every possible effort is 

made to i.1eet the demands of the traGe J:.)ersonne 11 and the member-

shij) • Courtesy and service are the watch vmrds of the com)any 

and it is Qiffi cult to see how the l1;anagernen t could be improved. 

The Method of Oyera~ion. 

One of the mo st irul:-' orrtan:u.t elements of' success in ci. co OJ:.i-

era ti ve oil comJ!any is t11e t..ethoa of OJ:Jeration. 'rl1is involves 

trnny things not to be found in the conduct of a yri va te business 

and will be treated in de tai 1. 

1. 1v1embershi1J relations. 

The relations of members to the association comprise 
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Jractically everything in r.he conduct of a cooperative c0m.!:'any . 

In orcer to become a tember , a membership car0 must be ~urchased 

at a cost of ~:5 . 00 . Tne IJrice is now ;w10.oo. This entitles the 

i:JUrchaser -co the right to receive receiJ:JtS for all .._,rouucts bought 

and co tJ:1e .i!atronage C.ti videncs on all , .. urchases at sta-ted IJeriods . 

There are two wo.ys of oecoming c; member: through lJUrchase 

of membership by cash, or by allowing ya tronaGe uividerns to ac -

cumulate until they amount to the member :.:hip p rice. T.t1e latter 

entitles them to all the rights and .t?rivileges of members. 

If a member desires to sell or trans i :er his n.ernbersbip 

he ret urn es it to the com,;:Jany for cane e lla t ion ana a new card is 

issued . No charge is Gade !or this service . 

2. Buying and selling methods . 

Gasoline is bought in car loao lots and other supplies in 

smaller quantities . Aovantat:,e is l>a k en of all cash oiscounts and 

every _p ossible economy in buying is effectec, . Only the best qual -

i-cy of SUJ.J_plies eire rurchaseo and only a lirniteo nmuoer of 1_, rouuc-cs 

are carriea . These are oil, cas, and breasinb service . No-c only 

are the number of ~ruauccs liruitea, out the nu~uer 01 ~rades in 

each ~roduc~. One ~rade of ~as, ~woof brease, and four of oil 

are sold. 

'l'r1e business is conducted on a cash basis and the rebular 

retail 1Jric e is mainteiinec.i . C:-oocs are sold o t botll retail ana 

wholesale, but the r.oaj or ~1 ar t of the sales are of r etai 1 1Jroauc Gs. 

Th e wholesale -"'rices are the same as 1 ocal whJ le :;;ei le .i!ri ce s and 

ga s is s o 1 c1 in tank vva[., on s a t t 11 re e c e n t s 1 e s s than re ta i l lJr i c e • 

Coupon books, ranging in ... 1rice from ~o.00 to ~p2b O O, are sold ior 

the convenience of members . Sales are made to non-members, but 



these c.o not exceed ten .Percent of the total business of the com-

pany. 

3. The methods of paying ~ atronage dividends. 

:-:-ihe principal service furnished by the cooperative oil 

c~m~anies is throu~h tiE payment of ~atronage aiviaenas. The ba-

sis for this gaynent is the sales-slip, or receipt which is given 

wi~h each ~urchase ~ade by a memoer . These receipts are to be 

retainea anu .drese11teu quarterly for paJtDent . 11He awounc of tne 

patronage dividend is oasea u1)on the o.rnoun c of sup:plies wr1ich have 

been lrnrchasea cluring any perioc . The .._1ercent, which is usually 

fifteen, is determined by net profits for that J_Jeriod. Patronage 

di vi den as are .L1ai d on pure -iase s made by mer.abe rs. 

Non-members, who ~na.ve already ClJJ:!lieu !'or a memoership-

cnrd, have their dividends creuitea to tneir accounts until they 

amount to the ;iri ce of a mernoers.t1i_p . They then acquire the priv-

ileges of full membership. 

Sales are r:::aae to t.ne Lenerc,l .L)ublic, but receiJ_Jts are not 

give n f o r J -vi re has e s rn ad e u n le s s o n re q u e st • 

4. Accountinr and ousiness Jractice. 

Si nee business is done, the accounting sys ter.n is 0im1Jl e and 

most of i ·t is 11erformea by a built-to-oraer cash regis'ter. ,ach 

rec ei:p_:t shows the CJ mount and .._ rou u ct .tJU rclia sed and these rec e i 1, ts 

are destroyed after 1,ayt~e1 .. t. A 1·ecora ts Ke.Jt of members and div-

idend paytLents ·which are creo.itea quarterly or wnen 1,resented for 

payLent . jjjfforts are made to have recei 1Jts 1)resenteu for .i:.ayuJent 

i?rom9tly at the close of each quarter but no .i!enalty is asuessed 

for delay. 

5. Location, equipment, and capital investment. 



1he Consur ers' Oil Com_h)any is an e ... cellent illustration of 

a cooperative association v1hich has applied the iriJ.:;lrr ·o.nt ri1ici-

:ple of ada 1Jtine:_ itself to local coua.itions. Its success is due in 

no small )art to its lo cat ion, bot11 s~Jecific and t:,enral. The 

retail station is attractively built and almost ideally located. 

It is intenaed to serve the L embers il? in tne city ana. is located 

just ::nf the main busincso .i:;ortion of the city arm on leading 

national anct lo ca 1 highv,ay s. Entrances are rna ae from two d irec-

t ions tine. service can oe e,iven j;)ro:11l1tly . T.tle stat.1.on is equipped 

with t.ne latest style t:,asoline JULnj_ .... s, 

and rotary lift for greasin service . 

a eromo tor, air compressor,_ 

The service s µace is cement-

ed throut,h out c:nd has an area of 3,760 square feet. Tnere is a 

run-'.Jay over one of the ga saline }Uu1:ps . !!le 01 f ice is \ifell equiIJ-

p e '-• ! J r s e rv i c e w it h al au Cl i J.b mac hi n e , a ir c ~Hu _pre s so r , s u f i l c i en t 

oil containers, c...nc. other necessities ior ~fficient, service. 

Uot, only is tile loca.~10.d s 'i tc....ule 1 or ~.r.:.e 1~1eui..tlersnip and 

general r.raae, it is accessible -co oo:;h locc.l and tL.rough tourist 

trade. The lo ca don is ~n tr1e sioe of tne roaa leavin0 tne city; 

which is an important oi n t w nen you cons Ll< er such t raae. Tetj. .i.Jer -

ce nt of the total busi·1ess results 1ro .. J tourist tr&de anu t.nis is 

lo. rg ely the result of its fin est of locations. 

In aei di ti on to the oil s ;:;a ci on :1 there is a who le sale iJlant 

which is located abJut t\10 tdiles fron the retail station. 1his 

consists of one 12,000 t$allong tani<., ;hich is electric c.lly equip-

:pea .Lo r u11loaa i ~&:'. A truck with a capacity of JOO gallons is used 

to transport e_:as from t11e w.t1Jlesale to the retail station ana to 

make tank waE:on c.eliverie.... . The rete: il s~ation is leasect out the 

equi1Jment o oo u _c)lants is valued at ·w3,000 . 

]'inancial ;:3uccess. 



The Donsm ers' Oil Com.i:>any LLas been oper&tin~ since April 

l, , 1~2? < .. md hc....s ierefore been c.iotribucint, oil urn e,as ior a little 

mo re tr1an GY/O y(.;;ars. It is not the ..l.Jur1_..;o se oi this i:;-tliay w in-

ves tic ate 11e finances of & cot J.Jany furtl:ier tnan to indicc.te its 

financial succes ..... During the two years of iGs life, it ho.s r>aid 

five patronage div ia ends of lb ..t)erc en t ea.ch and two a i via en as of 

20 j_)erc ent each. The most of the 15 Jere ent di via en d5 were paid 

on account of a local [as war caused by a gent:ral pec;uction of all 

retail com Janies and by a cllange that reauced the syreau eetween 

the wholesale and retail prices . 

The two 20 1Jercent diviL.ends were the first etn last ones 

paid . If v1e look at the f il~.~ncia.l success fro :D the total amount 

paid the record of the corn ... .1any is s-cill more imyressive. With a. 

capital inve~tment of ~5,000 in a two year veriod of operation the 

com~.any has earned .. ~30 > 0 00 in profits, absorbed a lc::~rt:. e u nforse en 

ex1Jense aue to leasing aifficulties , bout;ht a lar5e aniount of e-

quipoent, lJ&.ia :::c.1laries of three en1..t:loyeeG, o.na aistrioutec ' lbOOO 

in 11atronat;e uiviaerws. L.easured in cerws of .. ;er:.riershi.1h Y•hicn is 

nee essurily varible, be cause of its ~~ ersonnell--the c cm •. any ha.s 

steadily increased its membershi.u and noVJ hc..s aoout 700 active c.,em-

bers. Sine e a great deal of the membership re 1,re sen ts 1a ,ilies 

with two CJ r mo re care each; its buy int., .r.) ow er ca.nno t ....i e j ude. ed un-

:;i re lf by !Lem b ership s tanda re s. 

The Consumers' Oil Corn .. )aey has proven that a coo1Jerutive 

association cc:.n IJe cirt;anized unaer t11e conditions resultinE; from 

city cotJJ_f;etition, one.has earned the rie;ht to the financial success 

and bt1siness standing \hich tne above figures convey . 

The Causes of the Company's Success • 

.i:he causesof ·ch·:: success of coo.;..Jerc.tive oil com~J unies group 

toernsel ves under t vo heod: those }!eculiar to ~he connnoc.ity and those 



arising irom local conditions. These will be discussed in that 

order. There is no question b~,t what the oil business is .r_,ecul-

iarly . suttable to the success of a coo1!jerat ive effort. There a.re 

rnany reasons wlly this is true. :B,irst: there is a .vide s_pread 

bet.ween t.ne wholesC:.le and retail .L'r1ce 01· t,as. ~t the _._Jresent 

tirne tnis syrea. is aoout seven cents. Seconu~ the oeu,ana for c,as 

cn1d oil 1Jroducts is cow..:aratively steady the year round. This is 

bee oming r:1ore true "'i tL Clt e intro ct vi ct ion of closed ca.rs e:111c i:; he 

aevelo1n:ient of interstate trans1JJrte;ting--both of J.JaSen[;,ers and 

commodities. Thrid: the orif;,inal cost is low. The cornyanies 

studied all began business with an inveotwent a.i..-'proxii. .. 1ately ,J2~00. 

The cost of operating such a concern is also low. A station and 

eqµiI>IDeiril.t ay be leased a.t the start. The sl1rinkage i11a .... well con-

dx;cted Jlace should not exceed two J:Jercent, and there is a re-

duction at one lJercent ma.de by the state in tt.e .r.Jayri1ent of road 

taxes.. This reduces the shrinkage loss to one i-:ercent. Tne ez-

pense of oi)eratiou J__, er gc;_llon for ~_aso line should not e.xceeo three 

J.Je rcent. All of the coml:_anies stuc.ieo have o. lower ol:'eratine:; gol-

lonat.,e cJst tlian this amount. Tnis c:ipplies to c_.ll c::mi_.Janies 0tu-

ui ed • 

. Ll1e seconc.i cai_.ise of tne succes of coo.t;>erative oil coti.,,"'anies 

are those resultinb from local conaitions. These may be ch1ssed 

unaer management, location, ri1ernbershiy yersonr1ell, etc. I shall 

consider these in the order narnea. 

1. filo..n;gg ernent. 

A coo1)erative oil corn ... Jc:<ny in order to succeed must l:.ave 

a 11 th e re q u i re rn e n t s o f a c o mrn er c i C:t 1 co tD...J any , an a o ! the mo st 

imp~Jrtant of these is rnana~ernent. The manae:,ernerit of the Consumers' 

Oil Com_pany stands this test. The 'manager had a lon§. experience 



in this line of work. A good iiart of this '1as under local con-

oitions. During this ti11e he built up a business acquointance 

·which was invaluable to him in tne organization and manc-t,ement. 

The nja.nageuent is also adapted to the conditions of membership .i;er-

sonnell. His business experience gives him the viewpoint of the 

bueine ss and professional which comp.a se thewruernbershiIJ. I have 

no hesta:nc,,i in se..yi11£ that mana5ernent is of trie main causes of the 

success of t...:.is cou~)any. 

2. Location. 

The lo catio1 of this c m.dany is anot ier factor in its suc-

cess. The _h.Jersonrlell is 111<:-lu.e up almost entirel of iJrofes.._ional 

ana busir1ess u.en . The retail ~tation is accessible to this class 

of t ra de . Not only is i t a c c es s i b 1 e to r:, he m em be rs ii _p , bu t al so · 

convenient to the local ai1a throU£h tourist trade. It is located 

on the right side of the hi€;h'.1~y leuving tovm. This hilhway is 

the ma in entrance to the rinciple 1Joints of interest in the vicin-

ity of Colorado S rings. Tl1e station is c:lso attrc..ctive a.nd a-

dapted to quick efficient seriVtce. It is the last station in the 

main 1)art of the city on the road to 11.iani tou, the Garden of the 

Goas, and other points of scenic beauty. Also, its location helps 

it lrea t ly in securing ten 1Je rcent of its total trade for lo cal 

cind transient tourists. 

3. Busi 1e ss volume and members ii.I::). 

The other sl:'.ecfic .ta~tor in the s uccc:ss o:t this coIJ.LJa.nyre-

sults for the L1embershi11 1 • rsonnell and business volume• :t'erha1Js 

Che buy inl _t)O wer of the roe mb ership 0f this c orL.p&ny is corr es ona-

inly greater than of d.nother com Jany with equal me ntJersni.Q• ost 

of the members hD. ve two or mo ..re cars. Yu ch of the me lbership re-

presents cori;oration business with a large buying volume which 



increases the total business of the c0 rn any an d enc1ble ..: the Jay-

rnent. of substantial and satisfaccJry l_iatronat,e divioends. 

The Financing hlethod uf the Cot.,.Jany. 

This is also an important f a ctor in the comp any's success . 

This is true not only of the original method of financinb, but the 

subsequent me:thod of crediting 1rnrchases of :proaucts to Jaros the 

payment c..f the r~embershi .;.J fee . This not only increases tne busi-

ness vo lurne and the rnernbers.r ip but leads to consequent increa sinf;i 

growth in tL.e ayuent of J.Jc..tronc;e_e dividends . This is the b,reat 

service rendered bJ the Consumers' Oil Coffi~any over b short ~eriod 

f two years. 

These Leneral and specific factors represent some of ·1~ 

main causes of success of this company. 



THE COlJSIT :ERS' OIL CO lVPAlIT, GREELEY, COLORADO. 

Rb.1PORT BY T. E. ~cDONALD 

The Consumers' Oil Comrany of Greeley, Colorauo is not 

o.rily the oldeBt of the coop era ti ve oil as soc ia t ions of the 

state, but also, re~resents the main factors of cooferation. 

It is, therefore, the first one st.udied and re.t..J resents .t-lrinci-

.tJles ·which are found in substance in other associations. 

There are two main forms of business o.rganizat.ion: The 

commercial and the cooperative. They have a legitimate place 

in the field of business competition. They are yrinci.tJally 

distirguisha.1.ble by the motive which _prompts their organization. 

The com1 .. ercial °t'Jpe exists fJr profit and incioently for ser-

vice. The cooperative com.._-'any exists for service to its mem-

bers thru the payment of patronage diviciends, as in the case 

of cooperative oil associations. 

TI1e Consumers Oil Company had its inception early in 

L)21. The causes of its organizations are to be found in the 

existence of unusually high prices for oil proCl.uct.s in the 

city of Greeley. Failure to secure a fair price leu to the for-

rna.tion of a company, which wo.s composed ci.lmo st entirely of 

farmers, for the sale of oil arm gas at cost. Tin orciLer to 

organize such a com.J:.lany money was necessary and this was se-

cured by collecting 4:)5.00 from each of the five hundrea members• 

This eave an iL.itial ca11ital of $2o00 for beginning business. 

In the securing of these members, the true spii;it of co-

ope~a tion was first shown. The movement starteo with a few 

men. Each member who joinea was expectea to get another mem-

ber and this method continued until the entire number was assur-

ed. All of the membership was secured without expense and the 

same spirit of cooperation extended throughout the history of 



the company. 

By May 6, 1921, the company was reaay for the :t-ireliminary 

organization which was yerfected by the election of officers. 

Organization and Management. 

The Consumerst Oil Company is unincorporated und is man-

aged by a board of five directors which are elected annually. 

The directors, annually, elect the officers of the company 

· which consist of a President, vice president, secretary, and 

treasurer. The board of directors chooses a mana£er who l~s 

full charge of the business and calls meetings of the board 

whenever necessary. The entire me:umgement of the com!Jany is 

in the hands of the board o:t d irac ·tors and manager. Tr1is method 

has been followed since the tittle of organization. There has 

been no change in the manager ana only slight changes in the 

board. Continuity of _policies has thus been assured. This 

has been an impJrtant item in the company's success. 

The initial method of financing the a.ssocia tion was 

through the sale of memberships. These were to be solo at 

$5 .oo each and five hundred members were to be secured or the 

membership fees were to be returned. These fees were deposit-

ed with a local bank ·and were collected by individual members 

working in teams and all tl!lis work was done free. 

On July 1, 1921, the construction of the retail plant 

began. The method employed in the securing of members and in 

the sale of memberships was continued in tl.1.e wor.K of excavation, 

laying of ~ipe lines, etc. The members aonated. labor ana equi~­

ment for und.er€:,rounu storage ana for the constr·uction of nec-

essary oifice buildings. The construction work progressed ra-

yidly, and on September 10, 1921, the plant w&s opened for bus-



iness. A carload of ~as and a few barrels of oil constituted 

the stock on hand at the opening date. 

The cause of organizing the Consumers' Oil Com.vany was 

the .klr ice of oil proau cts in the city. The company was orbaniz-

ed with the intention of selling oil and gas to the farmers a.t 

cost. Therefore this method was used in the start of the as-

sociation and continued for some time. It is difficult to ae-

termine the cost of doing advance business but a price was fix-

ed at a point which it was thought would cover the exl:ienses 

incurred. This price was several cents below the going retail 

price and proved effective in recuring a large volume of mem-

bership business. To quote the 1 anguage of the secretary: 

"Five hundrea farnili es buying gasoline at a greatly reduced 

price per gallon caused such a commotion in the local retail 

trade that a "Price War" began against the association. This 

lastea long enough to demonstrate that this or&anization under-

stood the purpose of it anGL was not to be driven out.n This 

tribute to membershi11 loyalty illustrates a great coo1)erative 

}Jrinciple which is often overlooked by both rnanaf;ers and mem-

bers. During the period of the gas war, bec_ause of che price 

reauction, the cooperative was unable to Fay dividends out of 

the earnings. The member is still the gainer, because if the 

price was is directed against the cooperative its existence 

makes it possible for him to buy gas at the lower price. Sup-

pose, even that the reduction is great enough, or the period 

of reduction lasts long enough; the cooperat-ive may even close 

its doors, temporarily, o.nd allow its members to buy e,as of the 

regular dealers. It has rendered a service to its members that 

couldn't otherwise have been secured, and can resume business 

a[ain when nonnal conditions have been Eestored. That this can 



be done successfully has been yroven by the exJ..Jerience of the 

Minnesota Cooperatives. Membership loyalty is, therefore, a 

g reat factor of success. .1.bis can be secured thru service and 

the .Payment of .l:"'· atronc~ige dividends, or thru the equivalent of 

a price reduction. 

That the manager of the Consumers' Oil Com}?any understood 

this principle, was evident, when he was threatened with o.nni-

hilation, if he did not meet the establishea retail price. He 

saia, 0 If you will cut your J:Jrice below mine, I will send you 

a whole lot of business." 

Upon the failure of the price v;.ar to put the company out 

of business or to cause it to change its retail prl.ce a. now 

line of action developea. The gentle "art of diplomacy was 

'resorted to, anu suggestions were made to establish the actual 

retail price to refund to members at stated periods the margin 

above co st and service for the merchandise. 

The company was unable to change its plan of sale untilL 

the annual meeting of the board of directors on May 6, 1J22, 

when the ~ resent ~lans of sale ana refund were aaopted. It 

is understood, in this co mection, that management of the com-

pany was in favor of this change lon~ before the above aate, 

but was unable to ao so until the re€>ular annual meeting. 

This illustrates some of the things a cooyerative oil 

company may expect to face at the start. of the business, and 

it should fortify itself against them. 

Car; ital Inve!3tment, Equipment, and La bar Ex-
pense. 

The initial capital investment of this company was only 

$2500. It must be remembered, however, that all service for 

securing me:nbers ana most of the retail .f.llant construction was 



donated and it is ~robable that the initial investment was at 

least 4i)3500. At the present time, as shown under the general 

statements of financial success the amount invested in 12lants 

and fixtures is <U)41, 229, 27. This includes both the wholesale 

and retail plants and represents large ex1Jense. Photos of 

these plants, which are made a part of this study, testify to 

amount of aggregate capital in vo 1 ved. 

In a later i:·Ctrt of this re_port an estimate is given by 

each manager, or head of com~any, of the minimum equipment and 

expense for plant and equipment. For the pre sent, a brief sum--

nary is 5i ve n of the equipment of each company. 

The Consumerst Oil Company does both a wholesale and re-

tail business. The retail station is located adjacent to two 

lines of railway which makes unloading quick and economical. 

Tank cars a re unload ea. di rec cly into underground storai;:.e tanKs 

at a miniffium expense. It is equipped with two fifteen gallon 

bowl gasoline clear vision yumps which~ re connected with tuo 

fifteen gallon tanks. For kerosene there is a similar equip-

ment connected with one 6500 gallJn kerosene tank. This shoulc 

have a larger capacity since all kerosene tank cars have a 

capacity of 8000 gallon§· 

The station has a frontage of 125 feet which contains a 

business space of 6400 sq. ft. The office is composea. of four 

roorns--three of which have · been aa0eci since the company began 

business. These are suitably arranged for office space--tube 

repair service and a supply department for tires, grease, oil, 

etc. It is well eguiyped with suitable office eq ui_pment, records, 

files, air compressors, a~aing machines, built to order cash 

ret:,ister, especially made for accountint:. for 1-1roaucts sold, 

ana. for simplifying the pci.yment of .Patronage aividends. The 



pictures which form a part of this report will give the reoder 

a general idea of the retail plant. 

To obtain an idea of t _he wholesale plant of the Consumers 

Oil CJmpany imagine a wholesale plant of one of the standara 

oil comlJanies. This gives you a fair comparison of its mag-

nitude. Located within a square oloc.k G.re the wholesale plants 

of three of the leading com..i!anies operating in this territory. 

This company's plant does not suffer by comparison. It is a 

revelation to one unacquainted with ti1e scope of the business 

of this com1Jany and an inspiration of one intereoted in any 

form of cooperative effort. It shows that vision can accomplish 

in the cooperative field when backea oy intelligent planning 

and hard work. It. is a monument to almost a aecade of efficien-

cy in management. 

The wholesale plant is located about eighty rods from the 

retail plant on a railway adding es-pecially built for whoesale 

oil plants. The main buila.ing was built in 1924 anu enlarged 

in 1926. It is BG by 24 feet, and provides space for several 

hundred barrels of oil, greases, etc. The tanKate c0myrises 

two 1000 ballon ~asoline tanks; one lb,000 ~allon distillate 

~ank; one 12,000 gallon Rerosene tank; two t~nKs with a total 

ca~acity of 17,000 ballons for furnace oil, and two smaller 

tanks for gas and oil burner fuel. 

In taudi t .L on to the wholesale and retail plants, the 

company has two trucks; one for gas and oil, anu one for Kero-

sene and gasoline. 

The Method of Operation. 

The method of operation of cooperative oil associations 

is probably the most outstanding item in the study of such 

companies. This is especially true of the method of making 

patronage diviaend payments since it is entirely foreign ta 



the commercial type of business. Membership relations, _purchase 

and sales method, dividend payments, and accounting methods, 

will oe discussed in order. 

r. Membership Relations. 

In the Consumers' Oil Company, membership re lat ions are 

establishec by the _purchase of a. membership certificate which 

is evidenced by a receipt issued by the company. It is the 

informal contract between the company and the member that is 

of importance to each of them. The membership receipt consti-

tutes the essential contract between the member and the company 

o.na embraces their entire business relations. In oraer to be-

come a member, one must .L-1urcha se a membership receipt. This 

may be aone by a comyleted sale; or it may be done thru allow-

ing the application of dividends ·toward the membershi:p .:price. 

When the l e. tter method is used the :purchaser becomes a fully 

_paia. up member when the a.mount of the patronage c.ividend equals 

the I) rice of a membership. The ini ta al price of membershi_p s 

wc:.s $5.00 but this was to be increasea automatically when the 

number of members had reached a certain point. The initial 

price \·vas to be o:perat i ve only until the first 700 members 

were secure vmen the .l)rice vvas raised to $10. The first in-

crease wa s ma0e May 6, 1923 and has since been increased from 

time to time until the present priee is $25. The increased prices 

of course applied only to new members but it maae the interests 

of the earlier purchasers more valuable. The number of mem-

bers has increosed steau.ily with slight variations, from time 

to time, ana it now numb er s a:pp ro.Aimate ly 1450. 

Membership is valuable to the member as <Well as valuable 

to the fompany, and the greatest possible effort is maue to 

keep the members alive and active. To that end practically no 



restrictions are placed on their use. They may be loaned or 

solci among the members or thru the office of the company. Should 

a member, for any reason, become unable to use his membershiR., 

for a short time; he may notify the association--either person-

ally or in writing--ano it will be transferrea, temporarily, to 

the i;erson narnea ana entitle him to all the rights and .tJrivilee,es 

of membership. Or the membership may be sold directly amony 

members or transfered to a non member. If a member wishes to 

sell his membership thru the officen of the company, he may do 

so at a small discount, but members are urged to retain their 

memberships because the book value is much more than their par 

value. 

A membership entitles the holder to the payment of J.Jatro-

nage dividends and constitutes the only wa.y in which he can 

share in the _profits of the com}Jany although he could indi-

rectly, by the sale of his rece iy ts to other members. I ts im-

portance to the member, then, lies in the financial returns which 

he secures by means of' patronage oividencis. Its importance to 

the comj:Jany lies in the volume of ou s iness which results from 

keeping these memberships alive and buying produce. Of special 

iml-Jortance, then, is the temporary loan of memberships to cre-

ate volume of business, as it is the live membership which 

makes the volume of business ancl consequent }Jrofits _possible. 

It is difficult to over estimate the importance of the 

membership in the success of a cooperative oil association as 

will be seen in the discussion of the financial success later 

in the study. For instance, the par value of the fee at t.he 

present time is J25.QO. The book value is more than three times 

in e~cess of this 'igure. The ~resent membershi2 is about 

1450. The nominal value of the memberships is ;;14 ,435. Com-



pare these figures with the financial statement of the company 

and you can see the importance, not only of a large membership, 

but also, a live membership. 

II. Business Methods and Practices 

(a) Methods of purchase and sale. 

A cooperative oil company is a fonn of business enter-

prise an~ business methods are necessary for success. Tho buy-

ing methods are similar to those of commercial comlJanies in the 

same line, only the best suppiies are bought from standard or 

independent companies. The major ~roducts: oil, ~as, kerosene, 

distillate, and greases are bou~ht in carload lots. Advantage 

is taken of all disc ount.s and every pas sible economy in buying 

is effected. 

Goods are sold at both retail and wholesale, but the bulk 

of the sales are these of the retail tracie. Both retail and 

wholesale prices are those effective among the other local com-

panies. ?roducts are sold to non members on the same terms as 

members. but the great bulk of the business came from members. 

A charge of five cents is made for time accounts in oruer to 

defray the accounting expense connected with each sales. Re-

ceipts or sales-slips are given with all purchases unu con-

stitute the basis for making patronage diviaends, or for the 

purchase of membershiJ:)s in the case of non members. Di ff eren t 

size coupon books are also sold. 

( b) 1?roduc ts hanoled. 

The only products carried at first were oil and gas but 

later the following: kerosene, distillate, gas, oil, furnace 

oil, grease, axle grease, tires, tubes were added. Tire re-

Qai~ service is also conducted. 



(c) Methods of Dividend payment. 

The method of makiru.,.; patronage aividends is a distinguish-

ing feature of a cooperative association and is entirely foreign 

to commercial com~anies. Patronage dividends are based on the 

cooperative _principle of returning to each purchaser, at stated 

periods, a certain percent of the amount of his purchases. With 

each sale of any product a sales receipt is given and is to be 

retained by the member and presented for }!ayment at the enu of 

the quarterly period. When presented for payment the sales 

receipts are aestroyed and the amount entered on the books of 

the company. Payments are made only to heads of families, or 

to the person, \ho is authorized to receive them. Dividends 

ar _p.aid at any time after the close of the quarterly perioa 

una while ;_,n effort is made, to secure a yrowp~iness in J;)resent-

ing tickets, no time limit is specified. 

The only difference in t.he payment of sales receipts 

presented by members and those presented ~y non-members is the 

is.Josition made of them. The method for members has already 

been given. Lf presen-ted by non members, they are ~.P.Plied on 

the purchase of a memb ershi:p. 

(d) Accounting cind Business practices. 

The accounting and business practices of the company are 

simple, ana have already been discussed in part. 

The principal form of accounting is that of the ttSales 

Receipt" and is recorded by a traQe made cash register, _which 

recortis the amount of the product purchased. 

A separate record is Kept of time sales, or charge ac-

counts. Each salesman accounts for his own sales and de11osits. 

T,he list of memberz are credited with patronage aividends as 

paid. The several business practices have been discussed un-

der membership relations and :patronage uiv ioends. 



The Reaso rs For the Success of Company. 

The main purpose of this study is to determine the reason 

for the success or failure of the respective companies. These 

will be discussed under several headings which will differ in '"'-! 

some respects with the .companies• There are some vays in which 

the courses of success will be similar. 

These are: nature of commodity, method of financin~, man-

agement and business volume, method of operation, business vol-

ume, and number of members. 

1. The nature of the c omwo di ty: 

The distribution of oil and gas products lends itself to 

cooperative effort. These products are in wide o.emand among 

the farmers and the volume of sales thru out the year is fairly 

consistent. There is, therefore, both economy of operation in 

plant equipment and labor. A large volume of business can be 

handled with a small amount of equiFment and this equipment may 

be bought on terms, or else leased. The amount of ~rinkage is 

also small, not over two percent, and the state laws allow 

one percent refund on road taxes paid which decrease shrinkage 

to one percent. 

In addition to these factors of economy, the spread between 

the wholesale and retail price at the present time is a.bout seven 

cents. The cost of o:pera.tion per gallon is about t.wo and one 

half cents which leaves a good balance for each gallon of bas 

handled. 

2. The business volume: 

The Consumers' Oil Company has a rnemb ership of ap.i:Jroximate-

ly 1500. This membership is in a compact territory and furnish-



es a lar~e business volume. The necessity for a lurbe business 

volume, Whether in a commercial or cooperative com}Jany, is a 

rm.jor factor of success. It not only furnishes the necessary 

amount of business for successful operation but b~ decreasing 

operating expenses, enables the payment of increased profits in 

the form of patronage aividends 

3. Lo cat ion:: 

~t is located in one of the bestfarming sections of the 

state. Greeley is the center of the world's largest irrigated 

area anc. furnishes the population for necessary member ship, and 

consequent business volume. 

4. Membership and Financing: 

This company is fi1)lanced by the membership. These mem-

berships have increased in value from time to time ~nd now are 

worth five times their original amount. This methou of financing 

gives each member prioe in tbe company and makes him a booster 

for its success. He feels that he has an equal share in its 

management anu the consequent pride of individual ownership. 

5. D-ividend payments: 

Each member is .t-, aid a quarterly dividend of all of bis 

purchases, quarterly. This dividend is a substantial amount of 

the total of his purchases. If at the end of the year, the earn-

ings have been s;uffi.cient, he is paid an increased ciividend. 

6. Management and service: 

One of the major factors in the success of the company is 

the character and personality of the manager. This is best 

shown by the growth of the company. The manager devotes his en-

tire time to the conduct of the com.LJany. His assistants are men 

who have been in its employ, many of them since the com.Jany was 

formec. and are, therefore, familiar with its workings a.nd methoas 



of operation. It is difficult to conceive of any improvement that 

could be made in this respect. 
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