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INTRODUCTION

The study of cooperative 0il companies was undertaken as
& part of a state-wide study of major types of cooperation in
Colorado.

Cooperative selling of various products hae been
‘practiced in Colorado for several yoars. netail selling of
0il and gasoline ocooperatives is g comparatively new field
for this type of businoss effort. Because of the success of
some of these companies, it was decided to0 investigate their
methode of doing business.

It is not assumed that the business methods of the come-
panies studied would be adaptable to any and all conditions
where cgooperation ié to be tried. However, some pertinent
pointe on organization will be stressed in the hope that they
will be helpful in starting this particular type of business.

PURPOSE OF THE STUDY

It 18 the purpose of this thesis 0 make s study of the
cooperative 0il companies of Colorado. An investigation has
therefore been made of two of the leading cooperantive oil
associations of the state.

The following organisgations were studied:

The Gonsumers' 0il Conmeny of Greeley, Colorado.
The Consumers' Oil Company of Colorado Springs,
Colorsdos
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These companie® were chosen because they represented
practically two different incentives for thelr initial organ-
ization.

The incentive for the start of most any business is eith-
er the desire for profit or the desire for service. In organ-
izing a cooperative, the desire for service generally predon-
inates. One repson for thie study wes to ascertsin how much
the desire for service had been adhered to in organization.

In any bueiness there are certain fundamental csuses
which contribute t0 success. Thore are aleo some practices
which osuse failure., Cooperative 0il companie8 have had more
@ less suceess, 80 1t was desired that these causes be ana-
lyzed in order to benefit future attempte at organization,

In conducting & study of coopersution certsin essentiala
for succgess must be kept in mind. These essentiasls, accord-
ing to Jossnessl, arve:

1. HNecessity.

2. Volume of business.

8+ Good mancgement.

4. Adequate finance.

Bs lMembership loyalty and interest.

6. Business methods.

7« Service rendered.

1. The Cooperastive liarketing of Farm Products, by 0. B, Jess-
ness, Chapter XIV. The Essentials for Success, pp. 176-184.
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Whenever all of these essentials can be found, it is

very nearly assured that the associstion will be successful,.
These points were therefore kept im mind in the study of

thege organizations.
In meking the study no attempt has been made to restrict

the term "oooperative”, but the festures of each company

whioch meet the requirements of a cooperative eifort have been

emphasizeds Prrticular attention has been paid to the fol-

lowing things which are charseteristic of these companies:

1.
8,
S
4.
5

6’0
e

The early history of the association.
kethods of finsneing.
Orgonization and mansgement
Location end plant ecuipment.
The methods oi operation =
as Genersl methods of busipnese and sccounting
b Hembership relations snd patronsge dividends
The finaneial success of the oapany
The reasons for success or failure -
as The genersl reesmse for success or failure.

bs The speocial ressons for success or failure,

THE CONSUMRRE' OIL COMPANY OF GHEBLEY, COLORADO

The necessity for the organization of $.is company was

the high price of gasoline products which existed in Greeley

and vieinity in the winter of 1921, This appeared to be the
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result of an sgreement among the local retazil dealers to main-
tain a mueh higher price than was charged in competing towns.
The prices fixed were als0 in excess of those reogquired for a
ressonable profit.

Thie condition led t0 an attémpt by some of the fermers
of the community to sell o0il and gasoline at cost. These
mn were practiosnl farmere and they foresaw the necessity of
doing the preliminary work of organization without cost.
They decided to finasnce the company by selling 500 member-~
ehips at $5.00 each. The smount wae deposited in a loeal
bank and was t0 be returned if the necessary number wuae not
80lds Teame wore orgunized to cecure nmembers and each sub-
seriber agreed to get another until thie number was reached.
Thie reouired several months, but by June 6, 1921 the com-
pany wae ready to organize and begin conmstruction of the re-
tail plant. Construction of the plant lLegan on iugust 1,
1921, and the gratultous method which wae used in securing
members wes followed. loet of the labor used in excavating
and building was donated, and the associat ion was soon ready
t0 begin business,

Since The Consumerse' 0il Company had beon orgenized
primaerily to sell oil and gaesoline at coet, tidis method was
uscd in starting, but, to gquote the secretary, the faet that
"0 families were buying supplies soon caused o stir among
the local retall dealers and a 'price war' began sgainet the
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aesociation, which lasted long enough to demonstrate that the
members underctooed ite purpose and were not to be discouraged”.
Thie statement illustrates the importonce snéd vealue of member-
ehip loyelty end interest.

The established retail price of gasoline was cut four
eente per gallon and this was made the selling price of the
gooperative companys This led to threats by local declere
to undersell tho company unlees 1t abandoned the "cost" price.
Felling in thie move, the line caupanies then resorted to
diplomacy. 1% was sugpested that the ¢ ampany abandon its
prosent method, ®ell at the regular price, and refund R0 itse
members the difference between the wholessle and retail
prices, lese the cost é:!;’ doing business, Trie suggestion
was sgreeable to0 the mansgement, but it was unable t0 make
the chonge until it waee voted on at the anmual meeting.

This occurred on lay 6, 1922, eince which time the regular
retail priece has been followed, with the exception of the
periods of time when there have been infrequent "gas wars”,

Thie 18 but o brief review of the esrly history of
The Consumers' 0il Company, but it vhowe some of the things
that & new cooperstive 01l coupany may empect to faoce in
entering the business filelds The history of the aseocia-
tione studied shows that a now coupany may oxpect & "gas
war” that will last at least long enough to test itse
strengths Therefore, adeg ate “inancing and a lerge and

loyal membership are absolutely neccessary.
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The president of another very succeseful c¢aupany said,
"At the present time the initial amount of capital should be
at least §$5,000400"; 1 would place the number of members
required in a normal rursl community st not less than 500,
Thie should give a sufficient volume of business to enable
the cooperative association to ecetablieh iteelf end to meet
the 8tiff competition that ie bound to ensue.

THE MBTHODS OF FINAHCING

Adequate finaneing ie an essentiasl element of success
in any form of cooperative effort. In general, it should
be at least ejuivalent to that of & private or conmercial
bueiness under =imilar conditioms, In the cace of this
company, it ie estimated that the work done in securing
members and in construction was egquivalent to $1,000.00.
‘This would equel an initial capitel of $8,600.00. Aidequate
financing is not only important, but the method of finane-
ing ie zle0 important because it is the buying power of the
mmbercehlp, or petrone, that will finally determine the
mccess or failure of the cooperative company.

There are two reasons why an associstion which is fi-
nuonced by ite membere has an advantage over one finaneced
| by private capltal. These are: {iret, membership loyalty
and interest; and second, the saving of interest pasyments
on capital invested, 1f we sceume the other essentisl

elemente for esuccess, it is membership loyalty and interest
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that gives a cooperative organiszation whatever advantage it
peaaéasas over a private or commeareial enterprise., [Every-
thing possible, then, should be dme to encourage it, and
this con only be done through rendering a service to its
members, by the payment of dividends, or by an ejuivalent

methods
OLGANIZATION ABND BANAGHENENT

The Coneumers' 01l Company was formally organized Nay
6, 1921, and its organizetion and managevent are marked by
simplicity and economy. The eesociation is unincorporated
and meets the prineipal teste of & true cooperstive as set
forth by Jeﬁﬁneaai. These are: firet, one-man-one vote;
second, open membership; third, limited returns on capital,
Each member has Oone vote. Elections are held annually,
but epeecianl meetings may be called at any time. The mem-
bérs of the company elect the board of five direotors, and
they, in turn, elect the o fficers. The officere are the
president, vice president, secretary, and treasurer. The
board also eleots the manager. There has been but a slight
¢hange in the porsomnel of the board since the organization
of the neesoeiantion, TFred K. lisson, the manager, has served

in that capacity eince the company was organisged. Neetings

1, The Cooperative liarketing of Farm Produete by 0. B. Jess-
nese, pp. 4-6, Chapter 1., The Fundsmentals of Coopera-
tive larketing.
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of the board may be called at any time by the manager, who
is aleo a member of the board, |

The mencgerent of The Consumers’ (1l Company is in the

hands of the board of directors and the manager, who has

marked suthority. One of the wain factors in the succoss

of a cooperutive sssociastion is the use of business methods,
Thies foctor ies prominent in the conduct of this company.

it begun busineces on a woedest scale. Its firet purchuse
wae o tank cay of gesoline and & few barrels of oil. A
moderate outlay in both building and eqmijp ..ot wes made in
the beginning, The laobor expence wge small; only one am¥
ployec was hired in addition to the moneger. liost of itse
precont employees have beon with the conpany for yesrs, one
of them since itc beginning., Expsnsion hos kept pace with
the growth of the ascocistion, but has not preceded it
Service through patronsge dividends has been the prime ain :
of the menagements Good dividends huve been paid regularly,
tut not at the risk of safety. The goal of the aveociation,
a8 stated by the sceretary, 18 -~ "The members and the manage-~
mont have Lold constantly in mind the haga t0 make a succoss~
ful enterprise in pure cooperation, und to do it with absolute
regard for safe and ample rererves at all times. Under this
policy and practice, the reserve hag grown to include an ex-
panded plant, s shown by the attached statoment of finaneial
econdition dated December C1, 1928".
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4 etrong essential of success in The Comsumers' 04l
Compeny ie found in its reserve. The retail station has
been enlarged, a large wholesale plant hae been Wilt, but
the reserve has steadily grown and cen with safety be util-

iz0d in part for future expansion if desired.
LOCATION AND PLANT BQUIPMENT

In starting o cooperative 0il amsociation, every effort
to secure eoonomy which is consistent with eervice should be
mede. One of the most important weys of =-mmring this is
through the location of the service station. It should be
ad jacent to railway trackege, if conditions permit, Thie
effocts economy in both ctorage and transportstion chorges,
Thie company meete this condition, Ite reteil station is
located close to two railway lines, end tank gare sre un-
loaded direeotly into two underground storage tanks, with a
gusoline aa@aﬂiﬁy of 30,000 gellons, and one keros ne tank,
with an 8,000 gallon c:pseity, @ince kerosceone tank oars
contain 8,000 gollons., ZEconomy of time is further secured
through the use of 156 gallon bowl pumps, which «re more con-
venient in ﬁlling large ocare.

The retaeil plant is logated just off the nain street
of the city. It has a frodbage of 125 feet, with o service
space of 6,400 souare foet. lNost of this is cemented and

gare can be serviced quiockly.
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The office eontains four rooms, three of which have been
added since the caupany started, Those are sultably arrang-
ed for officcs, 0il containcrs, air compressors, supply room,
and tube repair service. The office is well equipped with a
cash register, which hue been built especially for use of
a cooperative oll company and which performs moct of the books
keeping, adding mechines, und other necessary office supplies.

The wholegale plant wae begun in 1924 snéd has been en~
larged until it campares fovorably with similar plants of the
line companiess To form a mental pioture of this plant,
imagine a wholesale plant of one of the standard companies.
Thie will give you a fair coupavison of ite size and storage
capacity. Located within o square block of the ¢ wperative
plant are plante of the three leading organizat mné operat-
ing in thie distriet, end this plant does not euffer by com-
parisons It is a vevelstion to one };ﬁaaquaimed with the
goope of the company's business end an inspiretion %o one int-
erested in cooperative effort, It shows what vision, vhen
backed by hard work snd intelligent plenning, o:n do in thie
field, and ie & tribute ‘bahlm%t a decade of mansgenent ef-
ficlonoy.

The wholesale plant is loocsted a short distance from the
reteil station and on onec of the mein lines of railway sd-
Jocent to its The nain building wes erected in 1924 ond ene
larged in 1926« The eige iec 80 x 84 x 28 and it  rovides
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8pace for storing oil, grveuse, and other supplies. Tank
cars are unloaded into gtorsge tanks with the following ca-
pacitice: two gasoline tanks with a total capacity of
20,000 gallons; one dietillate tenk with a cepaeity of
15,000 gellons; one kerosene tenk with a capacity of 12,000
gallons; and one furnace 0il tank with a capacity of 17,000
gallons; making a total cspecity of 74,000 gallons.

There are two loading platforms for filling tank wagons
by gravity. The plant is electrically equipped for filling
or emptying storage tankes There i pleo ecuipment for
gteaming tank care for unloading in 00ld weather. Two
trucks, with & 1,000 gallon capaeity, are used for both
wholeovale snd retail trade.

In addition to the retail and wholesale plants, the
gompany o. ¢ & modern garage, BO x 45 x 18, which is loased
for repair and battery service. The membeors get epecial
rates on battery work.

4 serier of pictures of both the retail end wholezale
plante are shown in the following pagee and serve to em-
phaeize the deceription aslready given.
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Reteil plant.

Retall plent, showing cars belng
serviced.
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wholesale storehouse

wholesale plant, showing loading
plat forme.
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View of tanks ot wholesale plant.

View of tonks and storehouse at
wholesale plant.



w 20 -
THE MEQHODE OF OPERATION

It is in the wothods of operation ¢t Int the cooperative
01l companies differ most from the private or gommercisl
companies. This is especially true in the methods of pay-
ing patronage dividends.
- Good monagement is one of the essentiasls for success
"in a ovoperative aceociation, and thise ié closely observed
in conducting The Consumers' 011 Company.

{A) OENERAL BUSINZSS MRIUVOT

The genersl business methode of the coupany 40 not dif-
fer eseentially from those of a well conducted private busi-
ness, Supplies are bought from the st:ondard and independ-
ent companies and only the beet grades of products are handl-
ed. A cooperative o0il assoeciation is o buying as well as a
selling cooperative, and buying ies an important factor.
Products gre bought in carload lote as far as the major
products are concerned. Advantage is taken of all cash
discounts and every poesible buying economy iec effected.

The general bueiness methods of the acsociat ion meet the
prineipal teste of 2 well conducted private or commercial
organization.

Goode are s0ld at both wholes:le and retail et the
regular pricess The supplies handled are gas, oil, dis-
tillate, alcohol, grease, tires, und tubes. 4 tube repair



service is also maintained. A greasing rack is provided
for the eonvenience of members and patrons:, Only the mein
01l products are bandled and only a limited number of grades
ave ocarried in each. Supplies are &aid to non~menmbers, but
this reprecente but a small percentage of the sales. Cou-
pon booke of different denominations are s£0ld at the regulay
pricess lost of the bueiness ie done on a cash basis, tut
some credit iz extended, for which o Blight additionsl charge
is made, This helps defray elerical expense. The tank
wegon price is three cente below retail prioce.

There is a slight charge for retail deliveries nmade at
a é¢istance from town. Thiez io about one cent per mile for
the firet mile beyond the oity limite and inoreases with the
distance traveled. In the paymont of dividends on whole-
sale deliveries, the difference between the wholesale and
the retnil prices 1o dedueted from the regular amount which
is paid on retall scles. Hecelpte are given for all pur-
chases and form the basis of the dividend payments, or, in
the cuse of non-members, sre ap-lied on the price of a nem
berehip.

(B) MEMBRIBHIP HELATIONS AND
PATRONAGE DIVIDENRDS

Hembership loyalty and interest are among the essential

elemente for success in a cooperative gesociastion. These

can be achleved,in part at least, b, the service which is
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rendered members through the payment of patronage dividends,
or through some other equivalent method. Amother importont
faetor is the volume of business, without which no organiza-
tion can succeed, and this is best developed through & large
and active membership.

The membership reeeipt which is issued by The Consumers'
011 Company represents the contract Letween the association
and the member. It entitles the holder to receipte for all
purchases and to the payment of patronage dividends. Le-
eipts for purchases are also iscued t0 non-members, but
theee spply only toward the rurchase of s membership certifi~
cate until they becmme members.

The initial price of o membership wae 56,00, but, as these
became more valuable with the growth of the company, they were
raised from time t0 time until now they are worth $256.00,

This resulte favorably to the original members, who have made
the increased value possibles

No attempt has been mude t0 inarcase the membership since

the company was formed, but it has grown steadily, due $0 the
fine advertising powers of the patronasge dividends, and is
now about 1,450,

A record is kept of all members. If they wish to sell
their memberships, they may do 80, either personally or
through the manager's office ut o elight discount. MNembers
are advieed to retain thelr memberships, however, because

they are now much more valuable then when first issued.
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A large number of members is of great importance in de-
veloping the btusiness volume and is one of the most important
fagtors in the building of & successful cooperantive. The
method of applying receipte to the purchase 0f membership
certificates im guite commonly used by cooperative associa-
tions and is particularly successful as used by the manage-
ment of The Consumers' 011 Company. It is very eiffective
in inereasing the nembership and the resulting business
volume.

Patronage dividends are paid to the members juarterly
on all purchases. The amount of the dividend is based on
the purchases, This ie shown by the value of the receeipts
which are presented lor payment. The percent which i
paid depends upon whether the supplice which were purchused
were ot retail or wholesale prices.  About 20 percent is
paid on retusil sales, but, in fixing the dividends on whole-
gale prices, the difference vetween ¢this and the retail
price 1o considered. ¥For instance, the tank wagon price
for gasoline 1o three cents per gallon less than the service
station price. This gmount ip deducted in determining the
dividend mid. In adéition to the regular dividend, an ex-

tra one has usunelly been pald at the end of the year. The

patronage dividends erepaid Only 0 the hesds of families

or to persone authorized to receive then.



When receipts are nprecented by non-members, they are
applied toward the purchase price of & membership until the
amount equale $85.00, at which time & membership receipt is

iesued.
{0) GENERAL ACCOUNTING URPHODS

The main step in the accounting methods of The Con~
sumers' 01l Company is performed by the caesh register. 10
quote the secretary, George L. Houston, "Purchases by members
are reecorded by the cash register, and cach member doces his
own 'bookkeeping' by preserving s sales slip, which he re-
ceives at the time of the transaction. Every three nonths
there is a refund period, when patrons bring their slips
and receive their vefundas™.

Segond: 4 Beparate record is pmviaed for all “tine"”
sales, on which a slight charge is made.

Third: CLech eclesmon keeps a separate record of his
daily sales and those are chocked by the bookkeeper daily.

Fourthy A special record is kept of each member and
his guarterly dividende are entered with each payment., 4All
transactions involving his membership are recorded.

Fifth: Sales or trunsfers ¢ membershipe are made in
writing snd entered on the books of the company.

Sizth: liembership receipte are isued t0 all members
upon payment of membership fee.
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THE PINLNCIAL SUCCESS OF THE CQUPANY

The finencisl succesy of The Consumers' 01l Company
is shown by the finsnei i statewents for 1926, 197, and
1988, and by the following sdditiomsl date:

First; The inecresse in wembership from H0U in 1921
to 1,450 in 1928,
« Seeond: . rDThe fivilonde whieh bave been paid. These

range from 20 $0 86 percent for the eight yeave of ite
operation.
Third: The aversge ssles of gasoline per day for
the year 1988.
January - - -~ 2,815 gallons

Pebruary

1
]

34101 gallons
Baeh - - = 2,984 gallons
Adpril - - - 3,042 gallons
Nay - = = 2,840 gallons
Juwe -~ - - 2,772 gellons
July - - = 5,084 gallons
Avgust -~ - « Z,878 gallous
September 8,875 pallons
Ogtober - - = §,081 gellons

¥
1

Hovember - -~ 2,870 gallouns
Decomber - - 2,671 gallons
Total 1,043,466 gellons
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Fourth: The total bank deposite by monthe for 1927
Jamuary $26,458,49
February 26,532.87
Yeareh 28, 718,27
April 29, 577,58
Lay 52,561,31
Jue 31, 250,68
July 34,984.79
August 34,6504,18
Sep tember 86,908 .84
October 40,016.09
Hovember 80, 012,30
December _25,511.59

TOTAL $375.766409

Pifth:
been paid since the company was organigzed in 1921 and extend-
ing through 1928:

The yearly patronage dividend funds which have

1922 $ 2,855,865
1928 18, 614,53
1924 19,440.90
1925 B7,456,00
1926 78, 500,00
1927 58, 000400
1928 80,141.38

POTAL 4885,967.46



PINLRCLAL STDAVEMENT
December 21, 1926

Lssete:
Cash in bank $84,758,45
Cash on hand 250,00
Cash in dividend account 23,176.04
Acoounts collectible 5,816,10
Gasoline and kerosene on hand (cost) 8,280,00
011 at cost 4,945,60
Containers 543,86
inti-freeze 363,60
Hise. _ 75,00
Plant and fixtures ; B3,126.57
Tires snd tubes 483,83
Total 97, 246,83

Liabilities:
Membershipe

800 at 4. 6 4,000

260 at 10 2, 600

179 at 16 2, 685

120 at 25 8,000 12,186.00
Outetanding coupons 467.50
State gasoline tax 170,10
Salary account . 136400
Hanager's petty asccount 12,56
Surplus 84,276.68

97,246,838
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PIBARCIAL STATEUEIRT
December 31, 1927

ApsBets;

Gesh in bank

Cash in o ffice

Accounts colleetible
Gasoline, kerosene, dist.
Oile

Tires und tubes

Zmpty eontsiners
Kiscellaneous mdse.

Bills receivable

Plant and fTixtures

Total
Lisbilities:
Homberships
800 at $b 4,000

250 at 10 2, 500
179 at 18 2,685

%9*3 at 25 4,%760

Balance due on real estate

Outstanding coupons

Road tax acorued

Acgounts payable

VWages acorued
Surplus AN

%15‘ 205039
260,00

5* 0910“
4,128.27
5, 9046 23
9, 850438
580,00
126,00
29*0000%

£98, 296,15

35?, 93‘5:00

10,00
420400
9461
%3.&0
80,2086

$98,2965,18
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PINABOIAL STATRLSNT
Decenber 31, 1928

Aspets:

Cash in bank $115,556,68
Gash in o ffice 210,00
Pires and tubes 7,811,867
Gasoline 3,,525. 7
Oils and greuwe 2,609.28
Distillate 891.80
Gag-0il 428,76
Kerosene 878.00
Empty barrels and osns 778400
Small merchendise 64.00
Plants and fixtures 41,229.27
Accounts colleotible 8 415;7&

Bills receivable

Lisbilities:

MHembers hips 14,438,000
Coupone utntanains 640,00
State rond tax scerued 5,408.00
Manoger's pett 5 aceount 10.00
Balance on real ectate purchage 10,00
Surplus 100,811.29

$119,814,29
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THE CONDUMERS' QOIL COMy .NY OF COLOL.DO SERINGS, CULDLADO

The history of The Consumers' 0il Company of Colorade
Springs, Colorado, is one of the mosot interesting to0 be
found in the field of cooperative 0il companies. It shows
what resourcefuln-s8s and adaptation to loosl conditions can
accomplish when properly applied.

¢olorado Springs is @né of the great touriet centers of
the west aund a noted health resort., The history of this
company ie closely related to looal conditions.

About ten yesrs ago, MNr, G« B+ Michael, the manager of
this company, ceme t0 Color:do to ceek health and located
in Colorado Springs. He had a background of successful
business axpwiemu and engaged in the automobile business.
After several years of service with one of the leading firms
of the city, he devided to Oorganige = aooperative 01l com=
pany. One of the first steps to succese in sny undertaking
is adequate finaneing, and this wae acoomplished by the sale
of memberships among the business gnd professional men of
the city.

THE METHOD OF FINANCING

One factor of success in any cooperative effort is
adaptation tolecal conditions. loet successful cooperatives

are composed of farmerse snd are found in rural compunities,
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In this respect, The Consumers' Oil Compsny differs from
other companies, Color:do Springs is not loeated in a
forming community and only about one percent of its member-
ehip is comroved of farmfar-a, In order to secoure the con-
fidence of the business and professional men of the oity,
the recoipte from the sale of memberships were placed in
truet with a locsl banking firm and were t0 be returned if
sufficient funde were not raicsed.

After a careful invostigation of locsal conditions, it
was decided to raise = capital of (8 500,00, which wue ao-
eomplished by the sale of 500 memberships at $5.00 each.
These were 80ld by the maneger with the gssistonce of other
mmbers. It required several monthe of effort before a
sufficient smount was raised and the company was ready far

organization.
ORGANIZATION AND MANACEMENT

The Consumers' O0il Company is a co-partncrship in or-
ganization and management, and is unineorporated. The com-
pany ie menaged snd eoatrolled by & limi ted number of co-
partners, who receive a reasonnble amount for their services
in operating the assoeciation, After laying aside & reserve,
a part of the net profite is divided among the members on a
patronage dividend basis. The assoeiation is therefore pri-
vate in organization and management, but gooperative in the
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method of distribution of profits, which have been very sat-
isfactory since ite organization.

Another factor of success in a ecoperative company ie
that of management. Since cooperation is one of the ma jor
forms of bueinese effors, in order to succeed, it must meet
the standards which are set by privste business. The Colo-
rado Springe cesociastion meete these requirements admirably.
The employees are permanently ongaged and every possible
effort ie made t0 moet the demands of the members and patrons.
cauiteay and service are the watchwords of the menagement and -
it is difficult to see how these could be much improved.

PLANT EQUIPMEINT AND LOCATION

The Consumers' 01l Company is sn exgellent illustration
of a cooperative sseociastion which has applied the important
principle of adapting itweelf to local conditions. Its
success is pertly due to its location, The retail station
ig attractively built and almost 1deally loecated. It is
intended to serve a city membership and is ¢itunted close
to the business district and on an importsnt national highe
way. Bntrance is made from two directions and there is a
cemented service cpace of 3,750 square feet. It is well
equipped with sutomatic pumps, air compressor, aeromotor,
and a rotary 1ift for greasing service. This 1ift is a
valuable pilece of equipment and yields good returns. The
office is uell equipped with a epeeislly built eash register,

0il contalners, office supplies, ete.
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The location of the service station is not only
agcegsible 0 members and patrons, but it is aleo conveniocnt
to both local snd trunsient tou ist business., It is locat-
ed on the right 1de of the highwey leaving the city, wiieh
is an importaent item in attracting traonsient trade. fen
percent of the total business results froam this class of
patronage, and it is largely the effeect of an attractive
station and sccessible location. The pioctures which fom
a part of this etudy will emphasize the importance of the
attractive station and ite ideal location.

In sddition, the compeny maintaine s wholesale plant,
which is located asbout two milee from the retail station.
This glant has a 12,000 gallon storsge tanks The plant is
electrically equipped for loading and unlosding tank cars,
and for loading tank trucks: A BOO gallon truek is used
to traneport gesoline from the wholesale plunt to the re-
tail station and for making wholescle deliveries t0 members
and patrons, The retall and whaxagaae loeations are both
leased, but the equipment of the plante ie valued at
$86,000.00,



Hetail station, showing car om rotary 1iit.

“etail serwvice gstation.
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KETHODS OF OPHERATION

Om of the most important elements of suoccese in a
oooperative oil company is the method of operation. Thie
involves meny things which are not found in the conduct of
& private or commeroianl orvgenizations This is especially
true of membership relatione and patronage dividends.

{4) OE¥CRAL BUSINESS HETHODS

Gusoline is bought in carloed lots ond other supplies
in lesser quantities, Advantage is takag of all dis-
counte and evory poscible buying economy ie effected. Only
the best quality of produects is bought and only a limited
nupber of supplies is handled. Greasing service is also
provided. ot only ie the namhar of producte purposely
limited, but the number of grodes in each produet is also
restricted. Only ons grade of gasoline is sold, two of
groase, and four of oil.

The businesse is conducted on a cush basis end the
regular retail and wholesasle prices are maintained. Goods
are 80ld at both retail and wholeesmle, but the major part
of the sales is on o retail basis. The wholesale or tank
wagon price is three cents per gallon below the service
ptation price. Coupon bookss ranging in price from {5.00

to $285.00, are sold for the convenience of members at the
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regular price, Jales are made t0 non-members, but these
40 not exceed ten percent of the total business of the cap-

panys
(B) MENMBEREHIP RELATIONS AND PATRONAGE DIVIDEBHDS

The relation of the members to the association is
vital in the conduct of a w-oper_;xﬁ'iw gompany. In order
t0 become a member, a membership card must be purchased.

The initial coet was (5400, but it is now (10.00. This
entitles the purchaser to the right t0 receive roceipts for
all produets bought and to patronsge dividends on all pur-
chases, at stated periods.

There are two ways of becming & member: by the pur-
chave 0f a membership card for cash, or by allowing patron-
oge dividends to asceumilate until they amount t0 this wice.

If o momber desires to sell or tranefer his membership
card, he returns it to0 the company for cancellation. 4
neiv card ie issued t0 the purcheser without charge.

The principal service which ie furnished by the cooper-
ative oil companies is through the payment of patronage
dividends. The besis for thie paymont 19 the sales-slip,
or receipt, which is given with each purchose made by a
momber. These receipts are to be retained by the purchaser
and presented cuarterly for paymnt. The amount of the
patronage dividend ie based upon the value of the supplies
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purchased during any period, The percent is determined
by the net profite for that period and has run from 15 to
20 pareént since the organization of the ¢ eupany.

Non-members, who have already applied for & membership
card, have their patronsge dividends credited to their

sld
¥

METHODS OF ACCOUNTING

Since the weiness of The Comsumers' Oil Company is on
2 oash basis, the acecounting systen is eimple and most of i¢
ie performed by & built-to-order cush registers. Heceipts
are issued for sll purchases made by members or by those
who have applied for membership ocarde. Those are to be re~
toined and precented for payment or credit, a® in the cose
of applicante for membership, at the cloge of egch juarterly
period.s When precented, they are psid or oredited on
membership and the amount entered on the books of the company.
A regord is kept of the members, snd vhen membership
cards ave 80ld or traneferred entries are mude of the trans-
aetion. ’éfima coupon books are £01d to employees of members,
an order for paywent iz detached and presented for c¢ollection
on the following days The order for payment is a part of
the regular eoupon book asnd may be detached and presented
for payment at time of sale.
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THE FINANCIAL SUCCEES OF THE OQMPANY

The financiel success of The Consumere' 04l Compsany,
1ike that of any other s imiler organization, can be measur-
ed only by the raaulté which have been scoomplished during
the period of its epai’atiam Thie caompany began bus inoes
on April 1, 1927. It has therefore been engaged in the
distribution of 0il end pus but little more than two years.
During this time 1t has paid seven dividende t0 patrons
and menmbere. Five of these have amounted to 15 pe?uant each
and two of them to 20 porcent each, The 16 percent divi-
dends were in part the result of 8 "gas war™ whiech wae gen~
eral throughout the ocity, but which was not particularly
dirvected toward the cooperative assogiation. 4t about
this tine, t&ero wag aleo a weduction in the price of gaso-
line, which reduced the spread between the tank car price
and the retail price. The two 280 perceent dividends were
the firet and laet dividende paid.

The finoneisl success of the coupany is further shown
by the toral amount paid during the two year period of its
operation. The total capital investuent ie about $5000,00.
In this time the association hae earned [30,000400, paid
the salaries of the mansger and three employees, absorbed
& large unforeseen expense csused by leasing di¥ficulties,

and distributed $15,000.,00 in patronage dividends.
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The changes in membership personnel are naturally more
variable than they would be in a community or city where
the membership is largely made up of farmara, The growth,
however, hae been steady, and at the present time the come~
pany has sbout 700 membere. Dince @& considerable poriion
of the m&mherahip ies compowed Of families and oorporations
with two or more cars sach, thic makes for inereased buyings
This statement is «loo true of the other company studied.

The Consumers' 011 Coupany has proven that a coopera-
tive can be operated under the conditions which result from
oity eamyeiittan. It has earned the right to the finsnecisal
success and business standing that the above statement con-

vey8.

THE CAUSES FOL THE SUCCESS OR FAILURE OF COOPE.LATIVE
OIL COUPANIES

The causes for the success or failure of cooperative
0il companies are closely related to the essentials for
tmccess which have been considered throughout the é%uﬁy.
These are: nocoscity, the volume of business, good msnage-
ment, adequate finahae. membership loyalty and interest,
and service rendered. This study shows how eaéh ¢ aupany

has met these essentials.
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(L) General Canses of Success or Fellure

There are many reasons for the success of cooperative
0il companies. Some of these sre inherent in the commodity.
Others are the result of local conditions and have & vital
comnection with the method of management.

Some of the most successful cooperutive associations
are those which are connected with a certain comumodity.
This is illustrated by the success of the California FPruit
Growers. ' |

. The eooperative 0il companies are excellent exzamples
of a form of cooperative effort which succeedes because of
the nature of the commodity. Some of the reasons for this

guccess are:
Spread Between Letall and Wholesale Prices

At the present time there is g sprecd of approximately
8ix cents a gallon between the wholesale and retail prices
of gasoline, which is the mein product handled by such
companies. It is true that there is less margin in summer
than in winter, but gasoline is becoming lese and less of a
seasonal product. This is partly due to the increased
building of hard surfaced roads, the development of inter-
8tate truck snd bus lines, and the growth in the use of en-

closed cars.
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The report of The Consumers 0il Company of Greeley
indicates only a slight variation in ite sales volume in
the different scasons of the year. Thie is shown in the
report of 1928, whiokh gives the sale for every month., The
gost of gusoline under economical operation should not
excoed three cents per gallon. The cost of retailing in
the companles studied is less than thie smount. In this
eonnoection, it ies intercsting to note that the average line
company paye ite station msnagers three cents per gallon
on their gwnlim 8ales. I1f we popume o sufficient volume
of business and other necessary elements of successiul

operation, it ie poscible t0 estimete the profit.

A Comparatively Small Amount of Capital Heguired.

Compared with othor ma jor linecs of business, the
initial investment is semalls Thic does not mé.n that
success is poseible without sdegquate finanece, but that
the initial cspitel is lese than in lines of endesvor with
similar returns. The original investuent of the coumpanies
studied was nominally {8,500.,00, However, in the wmse of
one .af these companies, the amount of voluntary servioce
rendered in securing members and in econetructing the re-
tail plant would make the initiasl investment much higher.
To quote the precident of a very successful company, which
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is not included in this study: "At the presont time, the
eapital should be at least §5,000.00", 1 consider this
a conservative figure. .

Another reason for comparative economy of opoeration
is that etatione and eouipment can be leased, with the
privilege of purchuse, In starting o cooperative oil com-
pany, @ large investment of fixed capital should be avoided.
One of the most succeseful ompanies to0 be found in the
cooperative field started with a very modest equipment and
ie now in s position to expend with safety.

Perhaps the grestest resson for sconomy of operation
in the ®sle of 0il producte is the :;rapm' turn-over compared
with other lines of business, The shrinkage is also gmall.
Under proper conditions, it should not exceed two pergent,
The former state road tax on gasoline sales allowed for a
nhrinkwo of one percont, but the new tax law which became
effective May 1, 19290 nllows a shrinkege of two percent on
gasolines This practically eliminates the element of
ghrinkage.

The Volume of Basinese

It is difficult to limit the caunses of successful co-
operation t0 the two or three most important fuotors, and
impossible to confine it to o single ome. Ome factor that

mst be considered is volume of business. Thies is absolute-
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ly essential, It ean only be pecured through the buying
power of a large and loyal membership, and this, inm turnm,
can only be secured, in the begimming at least, by render-
ing some eubstantial service. Thie service ie ususlly
rendered in the peyment of patronsge dividends, or e am
equivalent form. With 211 other nec¢essgry conditions for
succeds precent, without s sufficient volume of business

foilure ie bound to result.
The Serviece [lendered

The private or commorcial orgenizations exist primar-
ily for profit, while the metter of service 1. secondary.
The eooperativ: assoclistione exiet for servige, while
profit-teking ie eecondary., 1This service may be rendered,
a8 in the case 0f the cooperative 0il associgtions studied,
by the peyment of patronage dividends. It may aleo be
offered by the cale of goods at cost, or at a near cost
price. This ic an inportant voint often overlooked even
by the mewmbers, .

The history of the campsnies studied shows that o
coope rative oil company may reasonably expect a prolonged
period of prige cutting at the time of organization. It
may aleo expecot the same condition for shorter periods
st other times. This is when menbership loyslty and inte

erest are of most importance. It is & cardinel principle
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of cooperation that patronage dividends bve puld only from
savings.

A "pos wer™ may be met by a oooperative in two ways:
it may charge the rvegular retail price and refund to the
members, or it may cut the price {0 compete with the other
léual dealers, stopping the dividend peyuente during the
period of priee cutting. in eiehér cage, the cooperative
aegocliastion renders service to its memberse. if necessary,
it may even close its doors during the time and allow its
memiere to buy elsewhere at the reduced price, reopening
again when conditions become normal. If the "price war"”
is the result of starting & new cooperative oil gompany,
it ie rendering a service to its mombers through the medium
of the lower price, even though it cecses t0 operate tempor-

arily.
(B) SPRCIAL CAUSES FOR SUCCESS OR FAILUE

Other csuses for cuccess in coope-ative 0il associations
are found in the loeal conditions and are ususlly connected
with maﬁ&gammnt and location.

The m&nag@msnt of both aampaniés studied is of a high
type, end in each cute is particulerly adapted to the loeal
conditions,

Ky, Pred L. m@cm. the manager of The Consumers' 01l
Campany at Greeley, is well a=uipped for efficient management.
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He has & large acqueintance with the farmers of Veld County
ond the business pen of Greeley. He has g peouliar knaok
of running o cooperative company, knows Low to get business
and to hold it, and i progressive, yet conservative. The
gompany has paid 1l age dividends. In addition, o reserve
has been uilt up to0 2 point where a program of expasnsion
could be undertaken with safety. It ie difficult to
estimate the value of his mensgement to the company.

From the standpoint of location, The Consumers' 0il
Company of Greeley has a large Opporfunity for development,

both in membership increate and im the volume of business.

The msnager of Tl Consumers' 0il Company of Colorado
Springe, v, G, 3. Michael, ie equally well fitted for con-
dueting the work of his company. His previous business
experience wae® in o similar line of work., He was gssociat-
ed with an antam&ﬁile firm in the ¢ity for several years,
which gave him an acquaintance with the business and
professional men., This wes invaluable in securing the
neceus iy ini%iai membership. His personality enables
him to get now membere snd tourist traode. His method of
menegonent 1lu peculiarly adapted to the local cmditions,
Managenent ie one of the big faectors in the success of this
conpany.

Colorado Springe is o tourist cemter, snd good judgnent '

was shown in establishing a cooperative 0il aesociation
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there, The station is attractively located and is
acceseible and convenient for tourist service. This is

an important osuse of ites sucocess.

Since both bf the companies studied have proven
successful, it ie unnegessary to disouse the causes of fall-~
WO In general, failure would srise from opposite condi-
tions, resulting 1 argely from poor munagement, inadequate
finapeing, an insufficient volume of business, lack of .
business methods, lask of necessity, lack ¢f membership
loyalty and interest, and the failure t0 render service.

CONCLUSION

These companies have been chosen for study because
they represent two distinet types of cooperative oil
aspociations, amm‘sing under ai Merent @an&iﬁigm of 10
cation, organization, and membership persomnel. Hach hes
beon very successful, but their succevs hag been exception-
als Similar orgunizations planning t0 enter this field
should consider the conditions of competition in their per-
ticular ocommunity, good managewent, the number of members
vhieh may bo secured, the probability of securing an asdequate
amount of capital and s sufficient volume of business, the
poesibility of expansion, and the probable reduetion of the
gpread between the wholesale and retail priges of gasoline
and the eth&: major o0il products.
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Under favorable conditions, the future development of
gooperative oil companies should stendily ecomtinue. To
quote from o similer study made in Wisconein and mnmaota'}
"We do not believe that a sound co-operative, exerciging
due care in keeping expenses down, can be put out of busi~
nsa_é by snything short of a long-continued price war that
would drive all the private independent o0il jobbers to the
wall 2180, The whole history of oil merketing down %0
the present demonstrates that this will not take place for
pany years to eome, if ever™.

1. Co-Operative 0il Harketing in Wisconsin and linnesote
in 1926, by D. E. Lontgomery. (August, 1928},

FORT COLLINS, COLORARG ;
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