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THAT AN THM FUTCUICTES OF AY IITERFAL AUDITOR OF
A COUSUITER CO-OFPERAPIVI) SOCT ™YY7
- Il

livery enterprise has its aim and objects. As suech, consumer
co-operative has also its goal, In order to find out
progressive reslut it i nccessary to have accounting

syetem, Audit plays an imwortant role to make sure that the
account has been kept properly and systematically. It also
gives advice time to time for betterment of the operation of
society and to develop its branches in other developing area.
This report does not contain all the principle of auditing
because it differs from place to place such as single or
double entry book keeping and are enterprise to other enter-
prise like banking, insurance and production etc. h
It is most important to describe the background of consumer
cooperative in Sweden before proceeding to the subject of
internal audit of the Consumer;Cooperative Society,

Consumer Cooperative movement came in picture about year 1850
in Sweden, but it could not gain the ground. Kooperative
Forbundet (the Consumer Cooperative Union and Wholesale Soc1ety)
was established. There are many retail sdbeiety i in
0perat10n, which were.not in succassfull position, in order to
increase efficiency and economical position amalgamation of
societies took place,

In this subject K.F, Audit Department played a great role,
together with help of other @&epartment of K,F. Though the
societies are legally independent but their central organisation
KF has influence over the. development of the whole congumer
cooperative movement.

According to society Act it is not,comﬁulsary to have a chartered
.accountant for the annual audit of the account ' of constuimer
cooperative, as such KF has organized its own audit system for

all affiliated societies anc they have to use -theservices 0f.these

%udlt. The cost of audltlng the aceount are paid by the socie-
ies, ;
There are Lay Auditors and Internal Auditors in each society,

Lay Auditotrs elected by district declegates at its general assembly.
The taska of Lay Auditors arc to scrutinize the atcount of
society and report 1o the member of board and audit department

ceed/
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of KF, It is the duty of Lay Auditorsg to report serious matter
to XF Auditor without informing General Manager anf member of
Board of the society.

Internal audit dept, in society is responsible_ to General
Manager, but they can deal direct to the audit dept,~of KF

on serious matter or the subject concerning General Manager

or member of Board., Though those persons in charge of this
Internal Audit Dept. have formel cducation seldom excecding
clemantary school, but they have been in movement quite a

number of years servicing in other department., They have been
cooperative college ' for short-term theoretigal course, having
a good ground of practical training in th?égégk. In order to
£ill the vacancies in this department the od background and
capability of individuals arc considered and also observed,
Whether these individuals have a detailed knowledge of the
movement, Although thege pcople are not chartered accountant,
but they have been given proper training in account, cost control
budget and related field including the use of these instruments
in the consumer cooperative society. This department plays a
major role in order to protect the society financially,

Konsum Dalarna, where I am attached for my ficld study has
52,547 members (detail ‘see appendix "A"), It is sixth biggest
society in Sweden. There are ninetynine units of retagil
outlet operating in this society.

75 Food Shop (Konsum) N

5 Super Markets (Donus

7 Department Stores (Domus)

7 Restaurant (attached to Dept. Stores) .

2 Special Stores (building material, furniture and hardware)
_5 Mobil Shop
99

— -
-

This society has been divided in 16 district and total turnover
of the society was 278,5 miltlion Skr in 1971 and budgeted

290 million Skr for year 1972, Each district elects a number

of dclegates for general assembly according to their membership.
There are 140 delegates in socicty from all the district,
General Assembly meets twice a year in order to clect election
committee, members of Board , Lay AudItors and discuss other
business of society such as progress report and annual statement
of account., The Board consists of 15 persons, 14 persons elected
by General Assewbly and one person cmployed by society as. a
General Manager., Gereral Manager has a voting right in Board.
Board is responsible for the affairs of society as whole and
General Manager takes care off day to day business of society,

Audit department of socicty comes direct under ‘the control of
General Manager of the society (refer appendix "A" for parliamen-
tary organisation of Konsum Dalarna), Chief Auditor is responsible
for this section and he has two persons to assist him for all the

L] ‘a.u/
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audit works, One of his assistant is responsible for auditing
the shop (Konsum and Domus) who visits all the shops regularly
without informing the shop manager. As there are 99 tnits in

the society, he may not be able to cover all, therefore it be-
comes nccessary to chief auditor to visit some of the society
himslef, Another of his assistant takes cdre of the auditing of
society! ‘s office work, such as receiving of documents from various
shops, salary and allowances etc, Both assistant are respon-
sible to chief auditor., Chief auditor and his two assistants
have a job description same as other employees of the gociety
including General Manager, (Refer appendix "B" for Job descrip-
tion of Internal auditors). b

Most of the forms used by shops as well as society are standard
for their activities, so that all ,the information pertaining
shops and society can be gathered and checked without any diffi-
culties, These forms have bcen designed by KF Audit department
of the sociely received all information from various deparitment
and they also get the copies of the minute of all the board
meetings including “information regarding policy matter, new pro-
ject and other important affiirs enable them to carry out their
work effective, x

Members have two types of account in society 1) share capital

2) saving., They can also deposit their money in saving account,
short term fixed deposit, longterm fixed deposit on various rate
of interest in KF account, share capital paid equal sum by all
members according the by-laws of society. It is also possible to
start share capital from dividend.-Society ,has designed a special
type of envelope for member te~claim:their dividend at the end

of financial year.,. They can claim the dividend on the burchase
which they- have done in the Konsum or Domus of other society.
When they send the purchase recedpt, in envelope, they have to
write all the details~on the cnvelope in order to prevent errors.
If they do not wish to collect their dividend after sending the
purchase receipt, the amount will be transferred to their saving
account, carrying 1 % extra intcrest than prevaziling bankrate.
Dividend paid to members on the purthase of goods from other
societies will be adjusted among societies through KF, ]

Audit of shops (KONSUM & DOMUS)

Auditors visits the shob without . giwing any information to shop
manager except an the odcrastion of stock taking which take place
twice dwring a year. Spe01f1c Instruct;on regarding control of stock,
cash, staff, property and other assets of society has been given

by XF., .

Auditor Ias t0 look into various control of shop such as:

Stock Control
Cash Control
Staff Control
Stock Taking
Leakage

Maintenance of building and other assets of society, provided
the building is not at rental basis miscellaneous,
and
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Stock Control o

It is very difficult for an auditor to go through every item in

detail in order to know that the shop stock has been controlled
properly, but when he visits the shop he has to see the routine

work has been carrigd out according to instructionmd his obser-
vation will take place . following,

1) Stock control material arc kept properly such as ordering goods
forms, invoices and packing lists etec. If packing list is not in
position, necessary action has been taken to cobtain it, Articles:
received has been checked according to price, quality and quantity
and monthly settlement of account .checked and signed by shop
manager, in order to sale make moreeffective it is also necessary
to find out the delivery of goods are regular from national ware
house, regional ware house and private traders.

| 4
2) Whether any person specially in charge for receiving and
delivery of goods,

3) S;los planning an® other sales activities have been done
according to programme, Price reduction or extra price has been
carrizd out according to. advice given by "Lager Centralen",

4) Goods returned by customer, properly recorded and signed by
shop manager,

tine/
5) Though there are no much delivery in society, but it is impor-
tant to see that, if home delivery took place, the charges of such
services are pald by ocustomer and it has been doné according to
instruction, -

6) Proper record of such goods, which has been +taken from other
shop while such goods are out of stock in own shop.

7) Goods sent to customers in advance has been recorded and the
amount of purchase has becen recctified and paid to shop.

8) Arc there any goods lying in shelf which overdue the final
sale date,

9) Are there any old, outstanding debts and these debts have been
reported to society.

10) Sufficient security measures are taken regarding cleaning
personnel,

11) Sale of capital goods are carried out according to instructions,
such as TV and refrigerators etc., Goods taken for trial -purposes
have been noted, such goods are not kept more than five days by
customer.,

12) Goods used by shop or society has been recorded properly with
the knowledge of shop manager

06‘0/
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13) Personnef’purchase are carricd out according to instnnptions.
-

14) Are there goods over stock 1n storage and there is a need
of price reduction,

15) Are sale carried out accofding to budget, if not what is the
reason?

Cash Control

Cash has been received by cashiers of shop in exchange of goods
must be controlled, Cashier has given cash control forms in
order to record all the traunsaction of cash according to instruc-
tions., Auditors has to observe following when he visits the
shop: .
1) Amount given tq cashier for the purpose of making change.
2) Are there rebate compens, lottery tickets, stamps and present
cards in the position of cashier and amount received from the sale
of such articles.
3) Cash register reading has done according to instructions,

-
4) Amount paid against purchase of fresh goods sud as egES ¢
5) Amount paid against purchasc dividend to members,

6) Amount received from members for their share capital and for
the purpose of saving-account.and fixed deposit with KF,

7) Amount refunded o return of goods from customers authorized
by shop manager,

8) Previous difference in cash register against actual cash,

9) Daily cash deposited in bank or post officc according to
instructions.

10) Shop manager or any other-employeqp have private account in
shop.

11) Cheque received and lodged in dank or post office according
to instructions.

12) Wrong reéistry has been rectified in cash register and signed
by customers.

13) Printing on the cash register receipts are able to read and
corrcctly dated. .

14) Cash register reading has been done according to instructions
by 'shop manager andrrcading -hds beerr noted and recorded,

i
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15) Reading key .kept By shop ‘manager.

’

16) Rebate given to customer on the purchase of same kind of

goods in bigger quantity has been recorded in the book and purchase

receipt/by cashier or given to customer according to instructions.
kept

17) Personnel purchases are rccorded in the book 4according to

instruction, the receipt of such purchase are kept by shop and

sent to society office at the end of month,

18) Purchase receipts loft on cashier desk to be tare off, If

cashier knows the customer then it can be returned to him (knowing

of customer is possible in small shops),

19) Cash statement prepared accordingly and sent to society
office , on 10th, 20th and 30th or 31st of every month.
Difference of 50 dre on per thousand kronor arebasically
accepted by society.

20) Control tape from cash registersent to society office
according to instruction., It is most dmportant document as con-
cern paying tax to government.

21) KF issued a type of tickets to shop in order to receive the
amount from members in their saving account and fixed deposit.
Auditor must check the balance of tickets having in the hand of
cashier,

22) Auditor will check the actual cash at each cash register in
order to find out the main cash difference. He will prepare his
report in duplicate, he will give one copy to shop manager and
one copy to chief auditor as concern Konsum, In case of Dept,
Store (Domus) he will prepare his report in triplicate, he will
give one copy to shop manager one copy to chief auditor and one
copy to KF auditor.

23) Are there any rent due to other organisation who occupied
the society premises such as post office, . : bank,
tourist information and OK etec.

Staff Control =

Every shop manager has given Job description for himself as well
as for the staff, It is shop manager's duty to keep this document
available to auditor, when he visits the shop, Auditor has to see
and preparing the report on following:

1) Whether work time table has been prepared and followed
accordingly.

2) Daily work report prepared by shop manager or his assistant.

3) Working hours of staff and opening hours of shop are kept
according to requirement,.

4) How often overtime work was given to staff,

5) Arrangement of uniform has been done accordingly.

6) Staff behaviour to customer are pleasant or not.

7) Actual salary of staff followed the budgeted salary.
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-

8) Any work in areas or not.

9) All the documents sent to society regularly.

Stock taking

It is auditor's duty to organize twice a year for physical stock
taking. It is not easy job. According to society by law one of the
gsociety member should be present while stock taking take place.
Auditor arrange this work in team, There are so many team involved
in this work. This also depend upon the sizc of the shop. Staff
prepare the stock taking in shop. As I mentioned above stock taking
is a team work, each team consists of two persons, one is caller
as a rule an employee and other is writer as a member., Staff count
and call the name of article, retail price and quantity in order
to write on the list by member, Some times it is possible to have
out side people to perform this work in the place of member, but
at least one team must have a member, These people who engaged by
shop are paid for their services,

Leakage

Society can know the budget leakage, but actual leakage can be
established after taking the physical stock, If leakage is too
high then auditor has to go in its root to find out the cause,
Leakage occurs in shop, by dishonesty of staff, shop lifting

by customer, robbery, wastage, shrinkage of goods, damage and
wrong pricing. Some times wrong registry in cash register also
effect the position of leakage, therefore auditor has to find the
way and means to get the reason of such leakage and to remedy it.
If it is necessary he will recommend to have physical stocktaking
monthly till the leakage reduce to accepted level.

Maintenance of building and other assets control,

It is also auditor duty to find out that there are any damage to
building and if required immediate repair, Premises has been
maintained properly such as cleaning, lighting etc. Cash register
are equipped according to need of shop as wcll as society. Trollies
are in good quantity to give better sexrvices to customer weighing
machines eré correctly adjusted.

Miscellaneous

Key of the shop are kept according to instruction and if there is
any change of shop managerj all the lock should be changed. Drug-
store item, toxins and alcoholic beverages are ordered, kept and
sold according to instructions, If there are any complain from
customers, auditor has to find the root of it and he can forward
the suggestion in order to remedy it, It is not only auditor duty
to find the error, but he should advice to staff for further im-
provment of the shop,

Audit of society

As it has been stated earlier that one of the auditor work in
society office, All the documents send by various shops to be
channell through proper department in order to find out the sale
strength of the society., Though these documents are checked and
scrutinized by office staff, but it is duty of auditor to have a
spot check so that he can follow the efficiency of office staff
and he will be sure about the statistics of society. Whether

s
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all the forms used by shop is numerical order, if not what happen
to . missing forms. Dividend »n the purchase of staff are checked
correctly and staff have given total receipt of purchase in order
to claim their dividend, There arc any purchase or sale of equip-
ment, such as cash register, weighing machine etc. Salary of staff
working in 99 units and office are prepared and paid from the
office of society., Staff working in team also paid for their

piece workl All the allowances and other remunerations are paid
through this office. Auditor has to check these accounts) As there
are quite a volume of work, it is difficult for him to go through
every item, but he has to do the spot sheck as concern salary,
Payment of allowances and remunerations are done after the approval
of departmental head and General Manager for staff as well as
department head respectively, General Manager allowances are
approved by member of board. Auditor should go through all the
signature for the purpose of veryfication., Auditor has to perform
spot check on control tape also, A1l control tape has a date and
numerical order of imdividu2l purchase, therefore it is easy to
check whether the control tapes are missing or not, He has to
check all the invoices according quality, quantity and price.

He has to find that the depreciation of office equipment, fixture,
furniture, fittings and othor assets of society has done according
to decision and budget, whether all the shops have followed their
sale budget, salary cost budget etc, in order to get the right re-
sult, All the amount of dividend which are not paid to membérs has
been transferred to their saving account. Interest on capital and
saving account are charged correctly.

Chief auditor received all detail report from both his assistants,
he somectimes assists them also, He has to supervise them and advice
them tine to time, He has to send important report to various de~
partment head for théir information, action and improvement. He
also gives his suggestion pertaining to report. He also submit the
report to General manager of society, if it is necessary, he has

to sec that all the functions of society are carried out according
to decision of member ofboard bearing in mind the by-laws society
If society has to launch the new project in developing area, or

to close the old shop, Auditor has to play important role on
advisory capacity, he has to check the fact and figures which has
been given to him in order to present in board meeting to facili=-
tate the decision, if nececssary he has to attend the meetings.

He has to scrutinize the allowances which are paid to staff depart-
ment head, General manager, member of board, lay auditor, and
others who may related to society functions. If he finds anyirregu-
larity, he has to take this matter to KF auditor without obligation
and fear, As he is working under the control of general manger,

who may victimize him, but he can be protected by trade union as
well as KF auditor, Some times he has to participate in various
meeting, such as board meeting and meeting called by general manager
and other department head, Internal Auditor has detail instruction,
Revision of these instructions must be consulted by internal audit
department of society.

It is very importantto have an audit department in an organisation
like censumer cooperative. Though the accounting system is very
advance today, but the audit has given much control in the whole

ll.'/
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process of Consumer Cooperative. Most of things has been mechanized
but it has to be operated by human beings. Error, are¢ but natural
and these errors can be rectified through the process of audit,

It is a greatpleasure to submit this report,



Cde sulefaa g

PER So™MMEL

r
:

. . — B N 7 RA Y v
T T S SN N T
S RSIe: SRR S s . Subuis BUSR- T
T < -7 q e vy R KU
R - 3 TV g ol
2 | sy ol
L i LT b * It
1 i ¢ T Loy
{-\ 1 i V'R N % ' h
< ; L b " s
9 VD e i
X S 0% S 3
9 ‘ VS > h S
S ’ T WNR N
) Db W _ <
R e u ' '
A Ll ' |
LS aas 3o~ SyntealTa oW T 'gflﬁ_v»:tj

N

v

e

929

Sreva gy

o

- B T

TAANN Y

L Splvaty |
1 [
\Néoamn'(w‘q

e e e s v s s

[ L\

] fiarhnce

.

|

L‘"}vv}ﬂ"&\w Qy

ok

(S

QECH uri AN MWW -

) \a¢ \),\ﬁ; VUAS\Q,
A a

RE Moy uwe g
. 153 ~

__( -y

“";‘}"“Q:“’A

s e e
'
¥ .-
ks
!
- v
H
!
1
o -
1
B v

Pa- - --
FYeA ANy

T

ir“ - T . )
<y = - -
‘ ; § 2y ee )
R G ey T Sy e
- — : - - - a
- — - 4 tem e .
¥
IV W TR A o e -
QUYL Do . W WRW . 1) - R e e For e
: T - e - 1
: . i v s e —e e i P i
; ' : o
cede - e war e e em e { - - '"‘5 - teae - . 4= ..
O : - ‘ N PR
g = e o e w1 Wieo s W A SR d :
= : pses waypsy S|
s i
e [ SN - . o

£30enRRA @R oty

TR R WEAY

- ue

TSRS

N2y

R o
- [
S~

R




BE Mr Ram Kawal Rai ﬂ; Appendix "BY

JOB DESCRIPTION

General Manoger Section

Post: Chief for internal auditing dptmt
Titel: Auditor

Position in,the organisation

Directly under the Gencral Manager and bound to take order from him,
In turn, right to give order to subordinate staff of the dptmt. Right
to give directives to sectional - and deptm managers in the entire
Society.

Respcnsibilities and rights

Responsibility for the activities within the dptmt and for those tasks
which belong to the post. Therefore also right to decide in relatéd
questions, .

Duty to act within the frameWwork of decided programmes, policy,
control-measures and other of the management given guidelines,

Duties
It is the responsibility for the post:

Control system to supervisce and dcvelop control-systems and
narticipate in changes of systems within the
accounts-section

Shop-auditing to be responsible for continuous shop-visits
with detailcd supervision according to repornt
of shop-visit and be responsible for stock-
takings of stores and goods in stock

Efficiency-analysis to control the efficiency of the organisatian
. and results c.g. through continuous super-
vision and analysis of result-calculations and
judgements of budgetresults compared to resylt
-and finance- budget '

Follow-up decisions to follow up principal decisions in all parts

of Society
Surveys to be responsible for surveys within the audit-

deptmt, e.g. leakage-investigations, result<
analysis etc.

Contaot with elected to keep in constant contact with and inform the
auditors clcected auditors
Own cducation to keep well informed of development within area

of responsibility, both within and outside the
co-operative movement, and take initiatives as
to further the education personally, practiecally
as well as theorctically :
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General
JOB DESCRIPTION

General Manager Section
Post: Inspector at the internal auditing deptmt

Titel: Inspector

Pogition in the organisation

Directly under the Chief Auditor of the internal auditing éptmt and duty-
to take order from him,

Bound to report to the Chief Auditor of the internal auditng dptmt.

Regsponsibility - rights

Responsibility for those tasks which belong to the post., Therefore also
right to decide in related questions,

Duty to act within the frame of decided programmes, policy of society,
control measures and other of the management given guidelines, ’

Duties
Current insncction to be "responsible for the current inspection of
the society's accounts according to decided
instructions with rclated inspection-programme
Instructions to particivate at the writing of control-chapters
in the instructions fto the selling units
Shop-auditing when need is, assist the shop-auditor at inspeg¢tion-
Stock-taking visits and at the organizing of stock-takings
Own education to keep well informed of development within area

of responsibility, both within and outside the
co-operative movement, and take initiatives as
to further the education personally, oractically
as well as theoretically
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JOB_DESCRIPTION

General Manager Section
Post: Shop-auditor at internal auditing dptmt

Titel: Shop-~auditor

Position in the organisation

Direct under the Chief Auditor of the internal auditing dptmt and bound
to take order from him, Bound to report to Chief Auditor,

Regsponsibility -~ rights

Responsible for tasks which helong to the post. Therefore also right to
decide in related questions,

Duty to act within the frame of decided programmes, policy, control
measures and other of the management given directions.

Dutics

Shop-audliting to be responsible for supervision of the Society's
shops according to agreed report of shop-visit

Stock-taking to be responsible for the organisation of all

control stock~-takings and for the control of stock-tgking
lists related hereto and to be responsible for that
of the management selected controllers are called
to the stock-taking

Key-routines to control that the key-routine is correctly orga-
nised from the control point of view and that it
functions satisfactory

Cash-register to register all the Society's Cash Register

control Machines, newly bought such and transfers as well

as controlling the care of Cash Register Machines
Sale of inventories to control the sale of inventories

Instructions to participate at the writing of the control-
instructions to the shops

Own cducation to keep well informed of the development within
the area of responsibility, b»oth within and outside
the co-operative movcment, and to take initiatives
as to further the education personally, practically
as well as theoretically
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September 4 ~ November 25, 1972

INDIVIDUAL REPORT BY: Mr, Abdul A'la Indonesia

WARFHOUSE, SYSTEM OF CENTRALIZED BUYING, STORING, PACKING ANZ
TRANSPORTATION,

PREFALCE

We are very glad to have had the opportunity to visit a small

gociety such as Norrahammar, because it is suitable to the

conditions and the situation of the consumer cocperative movement

in my country. We have seen the biggest society in Stockholm, the
middle society in Linkdping and from those three types of consumer
cooperative we could get an idea how to build and manage a cooperative
shop, supermarket and department store.

I would like to tell you frankly that the Indonesian cooperative
movement is weak and running slowly due to lack of capital, lack
of leadership talent and mismanagement. Besides we have no strong
apex organization,

We know that the development of the Swedish consumer cooperative
movement succeded with hard struggle.

The goal of cooperative movement is not only to safeguard the
interests of the member, further it is to help the poor people
to reach a higher standard of living. Especially in my country
the difference between high class people and lower class people
is very obvious. Experience shows that most of the consumer
cooperative movements was started by the labour class.

I am sure that the experience of the Swedish cooperative movement
is very useful to solve the consumer cooperative problems in my
Countrya

Thanks very much to SCC, SIDA and the other institutions which
made the arrangements during our stay in Sweden.

?;‘ oplng Nbvember 12, 1972

A la
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Chapter 1

NORRAHAMMAR SOCIETY

1. INTRODUCTION

The Norrahammar society is a small society which has 2,483
members.

Norrahammar is 2 small village, total population is about 7,500
and it is located about % km from Jonkdping. This society 1s an
0ld society established in 1899.

The organizational structure of this society can be seen as
follows:

Members

2,483

Annual
Meeting

Auditors

Board
7

1G.M,

SEopl S%opl

Shop Shop Shep Shop Shop
1 2 3 4 5

Based upon the chart above we can say that the organizational

structure in a small society is very simple, Once a year the annual

meeting elccts the board of directors and auditors for a two year
period.

The general manager carries out all business activity and most
problems are settled by the general manager, We can say that in a
small socicty the general manager must be an energetic and active
person,
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In a small society sometimes the general manager is invited by

an organization to give some information about ecconomic problems
and social problems of the area. When I was in Norrahammar I

joined Mr, Rolf Holmgren to a woman guild meeting and Rolf Holmgren
gave some information about the price policy.

2, BUSINESS ACTIVITIES

Although Norrahammar society is a small society, the turnover of
the society is good., The society has 7 shops:

Shop 1 Centrum Kr. 3,184,125
n 2 Tradgdrdsgatan 1,795,059
" 3  Slétten 1,425,335
" 4 Barnarpsviagen 870,622
" 5 Sjdgatan 727,246
" 6  Barnarp 1,215,042
" 7 Hovslatt 1,465,415

Total turnover Kr, 10,722,844

If we compare the turnover with the total membership, the average
of the total purchase for each member is about Kr. 4,333 per year,
The total turnover of this society is about 65 % of the total share
market of Norrahammar,

During 1970 the total turnover was Kr. 10,756,167 and during
1971 it was Xr, 10,722,844, it means the turnover decreased

Kr., 35,323. There are many factors which caused the decrease of
the turnover, such as, Norrahammar is located very close to
Jonkoping, people sometimes prefer to purchase in #wown, because
in town they have more choice and more sphere of entertainment.

During 1970 there were two private shops opened, it means the
society has more competitors in his area,

Norrahammar is an industrial area, so the turnover of the society
is quite good if we compare it with the situation and conditions
of the area.

To increase the turnover is rather difficult, because when we compare
the turnover year by year we find that it is nearly the same., The
society effdrts-to make gocd conditions and they decided:

1. Barnarpsvigen and Sjogatan shops will be changed to be kiosks.

2. Hovslédtt shop will be closed when the new supermarket starts
operating in April 1973, (The new supermarket on the other
side of that shop.)

3. They dismissed 13 employees in October 1972, All duties and
problemns are carried out and settled by the general manager..

Chapter 2

(Warehousc, system of centralized buying, storing and transportation)
1, HISTORICAL BACKGROUND

As a result of keen competition between cooperative movement with
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the private sector, some duppliers in SKANE declared a boycott
against KF, as a counter act of this boycott KF started its

first sales office in 1906 in Malmd. The system with sales N
offices was found satisfactory by 1935, However, as time passed by
this system was not able to provide a satisfactory service to all
societies, Each society had a local warehouse and managed by
themselves.

If we look from business point of view there was a lot of mal-
practises such as transportation, operating and handling costs,
personnel, maintenance costs etc. The local society warehouses

were generally small and not well located,

The problem should be solved and after two years of intensive
discussions and studies the first regional warehouse was opéned
in VISBY in 1949,

The regional warehouse is a wholesale unit which is intended to
replace the central warehouses of the local 5001et1es of the
national wholesale in a given area.

2. REGIONAL WAREHOUSE IN JONKOPING

In Sweden there are 17 warechouses and one of them is the regional
warehouse in Jonkdping. This regional warehouse was established an
August 1lst, 1955. This is the smallest warehouse in Sweden,

The area of this warehouse is about 6,000 m2 directly adjoining
KF's meat processing facilities and bakeries.

The total turnover a year is Kr., 76,584,492 and the average of
total stock value is Kr. 4,000,000, The rate turnover in 1971 was
19.2 times per annunm,

The warehouse is divided into 3 sections:

1. Canned food and groceries section
2, Hardware section
3. Fruits and vegetables

Total No, of artic es in this warehouse is about 5,000,

Bach section has one chief and one assistant,

The societies affiliated with this regional warehouse consist of

8 societies with 69 retail outlets. (9 Domus and 60 shops.) Each
society has the right to send representative to warehouse meetings.
This meeting is held twice a month, and the representative of
Norrahammar society is the general manager,

3. SYSTEM OF CENTRALIZED BUYING

The flow of goods from supplier to customer goes through a certain
channel; when the channel is longer it means the price paid by

the customer will be higher., The goal of the consumer cooperative
is to safeguard the interests of the consumer or customer i,c.:
lower price, good gquality and right guantity. To achieve the



Abdul Alla . 1 8 5a

purpose it is necessary to have a centralized buying through a
warehouse, The advantages of centralized buying are:

l, Strong bargaining power

2, Lower price

3, Strengthen the cooperation between societies within the
region

4, Strengthen the cooperation between the regional level and
national level

5. Purchasing and selling policy

4, STORING

Formerly, before using regional warehouse: system, cach society

had a local warehouse and nanaged by themselves, Generally the

local warehouses were small, The activities of storing and keeping

was only for the nccessity of the society itself. From the point of view
of efficiency there were a lot of malpractises, for instance:

a, waste of equipment
b, waste of time
¢, waste of personnel

Through the regional warehouse system we get more efficiency,
because all activities of storing, keeping and handling of goods
arec concentrated in a regional warehouse, We can see there are
a lot of advantages such as:

1, less operational costs

2. less personnel

3, 1less equipment

4. uniformity of arrangement and assortment
5. concentration of warehouse activities

5. PACKING

The regional warchouse purchases all articles through KF in large
quantities and distributes to retail outlets (shops, supermarkets,
department stores).

To give good scexrvice to retail outlets, the warehouse prepares
its articles in ready packages that are price marked,

In a modern warehousc such as Vidsterds, the investment for buying
packing machines is very costly; in a small warchouse such as
Jonkdping, the packing machincs are not as modern as in the
Visterds warehouse,

Talking about packing, we also talk about price marking, All
articles which are packed by the regional warehouse are already
price marked, The general manager can change the price which is
recommended by the regional warchouse, The reason may be that the
price is higher than the competitor's price. He has to inform the
regional warehouse a week in advance which articles he would like
to reduce the price of,
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6. TRANSPORTATION

Transportation is the process of carrying articles from supplier
to retail outlets. The articles in a warchouse should be distributed
to retail outlets every day.

The regional warechouse receives goods from private producers, import
and own production.

When we talk about transportation we can divide it into two main
parts:

1., Transportation from supplier, private producer, import and
own production to regional warchouse,

2. Transportation from regional warchouse to retail outlets, it
means delivery of goods from warchouse to retail outlets.

The most important things that should be!considered on
transportation arc:

1. Geography

2., Distance factor

3, Time factor

4. How many articles will be transportecd

Through the factors mentioned above we can decide which equipment
should be used and we can make a time table of tour delivery.

7. ORDERING GOODS

The crdering system from shop to regional warehouse is very simple,
The shop manager notes down the number of articles and quantity on
an ordering form, The ordering form is sent by mail to the regional
warehouse's office, When the articles are delivered to the retail
outlet they are followed by a copy of the invoice,

Bach retail outlet has a price book, and every week the regional
warehouse sends a list of price changes, This information is very
important for the society to decide which articles should be
added or should be reduced,

The Norrahammar society purchases about 92 - 95 % of their articles
from the Jonkdping regional warehouse,

CONCLUSIONS

The regional warehouse system gave higher efficiency, because all
activities from supplier to retail outlets could be centraligzed.
The advantages cf the regional warechouse system i.,e.:

1, Transportation and reloading arc reduced because goods is
sent directly to the retail outlets,

2, Buying prices are lower, because all socicties do not make
their own buying individually.

3. Buying and gselling policy can be arranged in uniformity.
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4. Concontration of commodity control.

5. Integration of societies and regional warehouse in the
regional level,

6. Integration between regional warehouses and KF in the
"national lcvel,

Although all activities are concentrated it doesn't mean that

the societies arc unfree, because we know that the basic principle
of the regional warehouse activities is: THE LOCAL SOCIETY, AS
SUCH, MUST RETAIN ITS FREEDOM OF ACTION,
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14TH INTERNATIONAL CO~OPERATIVE SEMINAR
September 4 -~ NWovember 25, 1972

INDIVIDUAL REPORT BY: Mr, Buchari Alma Indonesia

HOW IS THE PRICING POLICY CARRIED OUT IN THE CONSUMER CO-OP
SOCIETY OF YOUR FIELD STUDIES?

INTRODUCTION

This report is based on collected - data along the period of
field study at Norrahammar's society (Oct 22 - Nov 11, 1972).

Before we go deeper into the subject, about price policy, I
would like to give information concerning the society itself,

The society'ds situated in the central of Norrahammar, We can say
Norrahammar is a village, 7,500 inhabitants. Norrahammar lies

9 km to the south of Jonkdping in Smdland county. As we know
Sweden consists of 24 counties, and each county is devided into
provinces. The Smdland county consists of 3 provinces:

1, Jonkdping lin
2, Kalmr 1l&n
3« Kronoberg 1ldn

In the first province there are 12 societies, one of these is
Norrahammar's society.

BUSINESS ACTIVITIES

There are T shops owned by the society such as:

1. Supermarket - Centrum Turnover Skr 3,184,125
2. Shop ~ Tridgidrdsgatan i " 1,795,059
3, ©Shop -~ Slitten . " 1,425,335
4, Shop -~ Barnarpsvigen " " 870,622
5. Shop ~ Sjsgatan " " 727,246
6., Shop ~ Barnarp " " 1,215,042
T Shop ~ Hovsldatt " " 1,465,415

Total Turnover Skr 10,722,844

Furthermore, we can see, total turnover every year as below:

1925 Skr 350,765
1930 394,215
1935 456,857
1940 747,105
1945 1,241,924
1950 2,182,744
1955 59762,338
1960 5,566,036
1965 8,105,040

1966 8,510,256
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1967 Skr 8,512,604

1968 9,248,474
1969 10,014,911
1970 10,758,167
1971 10,722,844

If we cotiphre hushiver 1%71 with $urhover 1970; therc is a
decrease of Sk# 35;3%5. n thig point will afise the question,
why decrease? The main teason is the opehing of new private
shops "at Barnarpsvigen and Hovslidtti

These two shops attract customers, made sales promotion with the
lowest prices., The customer who had no chance to choose shop for
purchasing before, now get the chance., And we know, the = . .
psychological effect on customers if they find some articles at

a lower price in a shop, automatically they consider, sometimes
believe that it is the cheapest shop for all articles., Contrariwise
they have wrong opin¥on of the society always selling at higher
price,

This unlucky sphere is a challenge to the new general manager, and
he should work hard to attract the customers again, Another reason of
the' unlocky $itmationiis that the standard of living of the people
is getting higher and many people are able to buy a car. '
Therefore they like to purchase in downtown, because they can select
goods among many variety articles and many attractive shops. Also
housewives who work in downtown purchase goods before going home,

But the general manager has prepared his plan already for the next
year. The society is going to establish a new supermarket, situated
at the border of Norrahammar and Jdnkdping, This new supermarket

ig for the purpose of attracting and stopping the people rushing

to downtown.

To support the new supermarket two shops will be changed to kiosks,
. And these two shops are not so profitable, because they are situated
in a scarce population area, .

Another activity of the society is to ask for the loyalty of its
members, !

INTERNAL ORGANIZATION

Norrahammar society is a small one and the organizational structure
ig described on page 3.



23

Buchari Alma

3
INTERNAL ORGANIZATION
2,483
individual members
v Annual mneeting
Auditors Bwfi
G‘. M‘
zfi:,r____
Assistant]
G, 1
|
T;hop Shop Shop Shop Shop Shop Shop
i
Members

At the beginning of the yecar 1971 2,386
Entered during the year + 143

Out during the year - 46

Total No, of members 2,483
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Annual meeting

A1l members are able to attend the annual meeting and they will
be invited at least 15 days before the meeting. Bubt most of them
wexrc absent at the meeting,

Board

The board congists of 7 bersons and has a meeting once in a
fortnight.

The tagk of the board is:

~ To discuss and make décisions concerning a report, suggestion
of the general manager, and to cevaluate what happened yesterday
and tomorrow,

~ Contact with the people surrounding the working area,
- Member education - but not very active

= To inform the general manager about the covents outside the
society that enable +to influence the gocicty.

The board will be elected after two years. But it is very seldom
members want to replace the members of the board, And at the time
the new board is to be elected, we always hear the voice from the
back seat saying reeclection, reclection, Until now chairmen of
the board have 20 years in their position,

Personnel

Full-timer Part-

Men Women timer Total
Shop 8 14 28 50
Driver ‘ 1 - -
Officer 2 - 1
Total 11 14 29 54
I ) S fm s

During this year 13 part-timers will be dismissed.

Pricing policy

We know that the price of an article is the most important
motivating factor which attracts the consumer to make his purchases
from a particular shop,

And R, Arvidsson, S. Dondapani in "Sale, a Profile" mention: The
pricing policy of a co-operative store must be based on the
following three essential factors:

1, Tune selling rates should bhe acceptable to the consumer
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2, A1l costs should be adequately coverecd,

3, The store should earn some surplus at the end of the year,
partly for distribution as devidend among members, and
partly for ploughing back in the business to ensure proper
growth,

Generally the price has to be fixed somewhere between the total
cost price which is the flow rate and the ruling market price
which is the ceiling rate. No store can sell below the cost
price, for then it will run into loss, and no store should sell
above the ruling market rate, for then no consumer will come to
buys

As a rule, the store should sell slightly bel the market price
provided 4% ocan afequately cover the total costs incurred on the
article and also create a small surplus for its own future growth
and development of the store,

To ensure this policy, purchases will have to be preceded by a
careful analysis,

Also they say good selling begin with good buying.

Fortunately, in this case, the society of Norrahammar, purchases
goods from warehouse in Jonkdping. About 90-97 % of the articles
come from the warehouse and the rest from agricultural co-op, and
private producers.

Occasionally, for instace, the society buys apples direct from the
farmers at the beginning of the apple season, So the society can
sell at a quite high price, but when the season comes, the price
will be cut down immediately, Also if XF's warehouse is out of
stock, the society sometimes buys from private producers.

Talking about price, we know, that the warehouse has two kinds
of prices, that is net prices, which the society has to pay, and
brutto prices as a recommended price, which the society has to
sell at, ~

According to the price policy and competition in a local area, the
general manager can change the recommended price from warehouse.
Here in a small society, the shop manager cannot change the pricc,
because he has not enough knowledge and experience about that,
Therefore, the price policy in this society depends on the
general manager's decision, and this decision is based on:

1, Keen competition at a local area, where new private shops
always try to decrease the prices,

2. Sometimes over of stock. So the articles scem to be a slow-
seller.

3« FYor the purpose, special days or special weeks,

4, Varehousc delivers wrong quality.

In this case a special negotiation should be made between the
warehousc and the society. For instance the warehouse delivers
vegetables of bad quality. It is impossible to sell at the «=»
recommended price, it is difficult to return back to warehouse.
Therefore, a special negotiation should be made to recduce the

nrina
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Furthermore I would like to inform about the competition in
this small area, There is stiff competition and very often
price war or advertising war,

There was an event wheh the society mee%ing decided to reduce
the price and adVertiqing should be put in immediately, but the
competitor knew and put His ddvertisemerit quicker reducing the
price of the same articles;

Also it happencd that the dismissal of 6 part timers of the
society was put in the newspaper as & ploce of news without
anybody knowing who put it in.

The news said that 6 persons lost their job in Konsum Norrahammar';
It will arise alPad effect on the society.

However, the society always try to attract customers with selling
variety of articles and clean shop., The most important thing to
attract customers is from the price policy point of view., The
shop reduces the price as low as possible, but the shop should
earn some surplus at the end of the year.

Confidence should be given by the society, that the society is
selling articles at a low price and good quality, Then customers
will go to the shop.. In the shop they will find other attractive
things, for instance decoration, variety goods, clean shop, good
salesmanship etc,

The society puts advertisements in the newspapers twice a week, on
Tuesday and Thursday,

Especially for the coming Ghristmas,'the gociety will arrange
advertising and decoration and reduce the price of certain articles.

Sometimes there is a clearance sales policy in the shop, but it is
not so often, The general manager is responsible for this policy.

What is the reason for clearance sales policy? It depends on
quality, fashion and season of articles, The price of these
articles will be cut down immediately,

R, Arvidsson said: When an article seems to be a slow seller, the
price should be reduced immediately... and by arranging a more
attractive display get the article sold out of the assortment as
early as possible otherwise the store will loose money. €learance
sales should be undertaken regularly to eliminate the slow sellers
and the consequent blocking of capital, space ctc,

Therefore, the price should be cut down as low as possible, The
ordinary price should be crossed and changed with the clearance
sales price,

Back to the main problem, about pricing policy at Norrahammar
society, I can say that the pricc of articles is fixed by the
warehouse, Centrally, KF buying departments set a price for every
article and recommend retail price. The pricing is based on the
analysis of results and costs for the various sorts of merchandise.
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The main principle when setting prices is that the market
situation must be continmally checked, so that no article is
priced higher than any competitor's price for an equivalent
article, This observation of the market is done mainly by the
buyer concerned and is expressed in the recommended retail
price he gives for each article., The store also keeps an eye
on the market aﬂé reports any developments. Further, every
department storc and society can be setting different prices
from those recommended centrally.

Finally, as a conclusion of my report on pricing policy at
Norrahammar's society, the general manager is respomnsible for
changing the recommended price, and he always tries to keep the
price not higher than competitor's price,
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14th International Co-operative Seminar
September 4 - November 25, 1972

Individual Report by: Mrs A R KASTURA Indonesia

THE ORGANIZATION OF MEMBER EDUCATION IN THE CONSUMER
CO-OPERATIVE SOCIETY

According to the subject given to me, I concentrate my
report of our field study on the point of "Member

education",

Basis of my study

A, 1.

The condition of the cooperative movement in
our country, from the very beginning of its
growth until now, as described in my paper.
(A breif history of the Consumer Co-operative
movment in Indonesia)

Our unbending desire for success and to have
the co-operative movement at its real func-
tion, as an cconomic enterprise. for the
benefit of our people in developing our living
standard and raising the national income, which
would guarantec a justice distribution.

Our country has a population of 125 million
people, °~ hich means that we have that number

of consumers, which at the samc time form a
challenge to the consumer co-op. How to organize
them and how tc inform and attract them to join
the consumer co-op organization - I see that

one of the ways to be used is "member education"

My own experience in this field, in my orga-
nization, to promote more understanding and
support of the housewives and the youngsters,
in extending our members and building up
capital.

B. Subjects given us in the pre-seminar on consumer
co~operation held by the ICA and the SCC and the
Indonesian Co-operative Council in our country.

c, All information given us in the reading material
sent to us by SCC

D More clear information gaincd during our visit
here, and the result of our discussions. Also from
our close cuntact with the societies.
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E And at last, the result of our field study, where
we went into all subjects more intensively.

What is the aim of member education?

The aim of rember education is

- to create a co-operative public opinion and influence
of the members, to control their own business

- to widespread education, ' in order to gain a sufficient
supply of qualified candidates for the various posts in
the movement's activities

- to equip the new elected board members, auditors, committee
delegates, reprcsentatives with the knowledge required,
to enable them to do their duties properly.

The study material

To serve its purpose, thc activity and the study raterial

must be differentiated, which mcans that a well-planned
systematic and purposeful programme, with specialized

study material has to be applied, according to the different
activities, c.g. the hasic course, consisting of "Co-opcration
and social economic subjects", is given to interested and
active members, with the aim to recruit for the elected
positions.

The new clected board members, i.e., Committee, auditors,
delegates and representatives, arc mostly given subjects
individually and according to their personal need, Some

of these subjects are

the co-operative ideology and policy
Bye-laws

Democracy and pcrsonnel preoblems
Book-keeping

Auditing, budgeting, etc

- Information activitics, etc

The Cost for the Member Education

1. KF provide the affiliated societies with the study
material.
2. By working in collaboration with ABPF (the Workers!'

Educational Association) the co-operative movement
gains governmental support,

3. Part of the cost "is borne by the retail societies
themsclves,

veees/
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The Orgahization

The organization of this member education is done in
two ways, i,e, directly as well as indirectly.

Directly means that education :is given to members by courses,
and indirectly through information.

A special department in KF, called "Vi-skolan'" is responsible
for this member education.

This education department, or "Vi-skolan', is the central

instance for all education activities at the local level,

which demands Vi-skolan's closec contacts with the retail
societies, and the societies' bodies, working with educa-

tional and member contact questions.

Vi-skolan produces the study material and plans the study
wy=tem in accordance with the retail societies' wish, and
send them overy year its new study programme,

Besides this education activities, Vi-skolan is also
responsible for the propaganda and informati on work,

Part, carried out by the retail societies

- The co-operative retail Bbcieties form the study groups,
evening clas-s:s, and arranges the corresponding courses or
incividual courses, in collaboration with the local branch
of ABF (the Workors' Bducational Association)

- Ordcr the course material from Vi-skolan

— The socicties keep in touch with the group during the
study term and are recsponsible for some assistance

- The socicties invitc their members by information and
propaganda by means of announcements in the shops

Information

The consumcr information activities are done in many ways
e.r, through

e

- magazincs

- films

- libraxry

~ childrens' books

- Infomation is given in the shops about quality, of food
and non-food for good ruying knowledge

~ DPemonstration done by the Test-kitchen, about wholesome
food and reciges

- Information given by the laboratory for non-food which
checks all merchandise (imported, as well as home-made)

~ The Consumers' Guilds, by working closely together whith
the Test~kitchen and the laboratories, spread information
to houscwives.

coees/
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Conclusion

The organization of member education here, is very

well planned, which gives more extensive and penetrating
education, and possibilities to expand and develop its
programmes,

Due to this, the societies, oan maintain and attract the
attention of the mehbers for thése:courses, in spite of
the competition of the many entertainments nowadays
obtainable,

The conclusion of my study on this member education is

~ taken into consideration '"the basis of my study as
mentioned above. - very fruitful. The system is applicable
and could be used as ~far as possible in our country as the
pattern of our member education, according to conditions
there,
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1ATH INTERNATIONAL CO-OPERATIVE SEMINAR
September 4 - November 25, 1972

Individual Report by: MR MUHLAN NASRIE -~ INDONESIA

EXPLAIN THE DIFFERENT STAGES OF DEVELOPMENT DURING THE ESTABLISH-
MENT PERTOD OF A CONSUMER CO-OP SHOP, FROM FEASIBILITY STUDY TO
OPENING DAY,

Introduction

‘

Norrahammar is a small town belonging to Jonkdping commune in
the county of Smdland, with a total population of about 9.500
inhabitants.

Norrahammar has a well established consumer co-operative society
with a membership of about 2,500 houscholds and 7 shopwith a turn-
over of kr 10.722, 824 which means 65 % of the total share of the
market,

Society developed quite 2 long time up and down together with the
development of the consumer movement in Sweden, started in the year
1899, but the complete reccord including the turnover we could find
started in 1925 with 2 total of kr 250.765.-.

The size of the shops are rather small, two shops with a turnover
of less than 1 million kr and five shops arc ranging between more
than 1 million kr up to 3 million kr.

The location of the shops are mostly in the living areas, only one

of thom is located in the "centrum" of Norrashammar. We could learn

that the relation betwecen the shops or the society with the members
of customers were very close and given a very intimate and familiar
atmosphere among the shops with people.

Regarding of the total population in comparision with the total of
the membership that is about 9.500 - 2.500 and total share of the
markot about 65 % in rctail business, the society has a leading
position in Norrahammar. Expanding of the town, developed by economie
in industrialized activities and increasing of employment and popu-
lation is giving more uprising demand of the consumption.

Decision made

One of the shops in Norrahammar is a very old shop but located in

a potential consumption area, The society intended to cover “

the needs of these increasing demand of the consumption by planning
to renew and enlarge this shop so called Hovsl&dtt shop at Holchult
2:3 Norrahammar, To meet the potential consumption by increasing

v
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population and expanding of the town, two main points had to be
taken into consideration by the society, firstly to renew and
enlarge the old shop and secondly to build new shop if it was
economically satisfactory.

The discussion among the board of directors started 1969. During
the discussion being made, the o0ld house owner next to Hovslatt
0ld shop offered to secll the house and land. The areal mostly
met the requirement of the enlargement of the shop. The society
decided to buy the old house and land and request to the KF's
establishing department to make completé market survey (marknads-
undersskning) and request also to draw a preliminary programme,

Upon approval of these market survey and preliminary programme

by the society (it might be taken after 4 or 5 meetings), the
establishment of the new shop of Hovsldtt was registered as KPF's
task., Registration of establishing of the ncew Howslidtt shop to

KF which means all process of the development of work should be
discussed and made responsible for between the society and KF,
but the final decision still remains on the society itself, which
own and run the outlet busincss on this new shon,

The society has the right to add or alterate the programme if it
is necessary. )

KF's Guidance

The very important role in the consumer movement in this country

is the very strong central organization - KF -, centralized consumer
movement cxperiences put into information +to draw up many kinds

of the co-operative programmes, including to open new shops/outlets.
Pelow is a part of such kind of information as the KF's guidance

in establishing new stores and shops.

We divide our stores and shops into the following groups:
Department Store, Domus, are depariment stores with a complete

assortment of non-foods, (80 - 100 % of the assortment), a complete
food assortment and a restaurant with table - and self service.

Variety Stores;, Domus, are variety stores with a limited assortment
of non-foods (50 - 100 % of the assortment), atleast 250 sections
of non-food, a complete food assortment, be included in the

plan A and a rcstaurant with only self service,

Supermarket, Konsum, have a"daily necessities" assortment, ( 20 =
- 50 % of the assortment), a complete food assortment and possibly
a cafeteria,

Food Shop, Konsum, with solely a complete food assortment.

Discount Stores/Hypermarket, Stormarknad, are discount stores with a
complete assortment of capital goods, a concentrated assortment of
non-food, a complete food assortment, a cafeteria and to a great ex-
tent self service.
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Purniture Department Stores, Domus-Interidr, are furniture depart-
ment stores with a complcte assortment of furniture and equipment
locally adopted assortment of capital goods and cafeteria.

In order to cstablish a new store of one of the above mentioned
types one must know the following:

1. The market
2, Arcal reguirement
3, Cost of production

Market

The establishing department of Koorerativa Fsrbundet carried out

a nation wide market survey in 1962 and 1966, The survey is divided
into various areas with the smallest unit being a municipality,
and thercafter towns and municipality blocks., Those blocks are
compounded to make countris and finally there is a total survey
for the whole country, The market survey gave the following infor-
mations

- Population 1950 - 1962, 1970 prognosis for 1975, 1980 and 1985
consumption for food stuffs and non-foods for the above years,

- Retail sales bnth private and co-operative, for the above years,
i,e. even prognosis figures., It might be of interest to know what
future average consumption per capita we have anticipated.

1970 prices 1970 1915 1980 1985
Foodstuffs 3.071 3,265 3.576 3,903

Nan-faods 2,045  2.448 3,065 3,061

4 em—— b S w w e an M o . ——

By multinlying the average consumption per capita by the anticipa-
ted population, we get the futurc total average consumption poten-
tial,

It is also interesting and neccssary to know the turnover of the
private retail trade, As we in Sweden have purchasetax on our con-
sumer gools and merchants we are obliged to make an account of their
turnover to the county auwthoritics, It is possgible to find out how
great the private retail trade is. Weo add, the co-onerative retail
trade tn the private and get a fairly exact idea of the size of
the total retail trade in the arca.

When the market survey was being made, there were discussions with
the retail societies on the future shop structure. It was decided
which shop to closc down and when, and the first discussions on
eventual new establishment were started,

Co~operative Aim

Bascd on the market surveys made, we found out about the anticipa-~
ted future consumption potential and the anticipated futurec retail
trade and our next step was thus to decide, in accordance with our
aim, the future co-operative salces,

When we have thus determined our futurc sales the next step is to

draw up a prelininary programme, which states what areal recquire-
ment we shall have, i.e, how large our planned store shall be.
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When a decision has been reached on the cstablishing of a depart-
ment store for example, the society asks KF's establishing depart-
* ment to take over the task, whereuvon the work is registered.

Based on the turnover figures and timing information on the market
survey from KF drawn up a preliminary programme, This programme,
which is written by the establishing department is drawn up with
the help of the complete calculation form (patterns) and adopted
to the estimated turnover stated.

The patterns are a collation of experiences from previous depart-
ment stores and shops stablishments. A division into various turn-
over groups is made and the following data are also stated: areal
requirements for the various functions e.g. cash desk area, sales
square, sales area, shelving scction requirements, refrigerator
area, stock area, staff area etc,

There are patterns for the following functions and areal require-~
ments: non-food, foodstuffs, restaurants, staff area, technical
(equipment) premises.

The advantage of this system is, amongst other things, that those
experiences which have been accumulated are transferred in a simple
way to the rew planned stores, Work on the actual programme writing
is simplified in this way. The main work is that of keeping of
patterns current. At present we work with an area effectivity per
sqs m, of goods handling area for non-foods amounting to 4000 kr
per yecar. For food-stuffs the figure is 10,000 kr per year,

The goods handling area is that area in the store comprising sales
area and stock area; A department store which according to market
investigations is anticipated to sell non-foods to the value of

20 millions kr and foodstuffs for 10 million kr per annum is thus
given the following approximate area:

—294%?-873-89-0- + -19—'%%?3889 5,000 + 1,000 = 6,000 sqa.m.

To this area, spacc is added for staff premises, technical premises
etc., As has previously been said, there are patterns which state
how large an area the various functions in the store regquire,
Based on these, a complete preliminary programme is drawn up, which
shows which area the planned store will have and how the various
arcas are related, The societies have to decide whether or not to
accept and adopt the »rogramme, Following a positive answer from
the society, the architectural office starts sketching a suggested
building, In the early stages of this work, the societies have the
opportunity of giving suggestions and changing opinion. Gradually,
as the work progresses, it becomes more and more difficult to alter
things and, above all, this costs a lot of money., It is the society
who pays, so there is always a change to make alterations., KF's
assortment service, draws up a proposal for the assortment in the
planned store, This is then discussed with the society, who may
here again voice their own opinion. When the assortment is agreed
upon, the assortment proposal is given to those people dealing
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with the interior planning and they in turn make a proposal for
the placing of the goods.

From the above it may have been seen that it is XF, together with
local viewpoints, which decide the manner of the new store.

What we have touched on above is in general the way in which we
work in order to decide the arcal size of a department store, We
work in the same way with regard to all other types of sales out-
lets,

Before the architect starts to draw the store based on the prelimi-
nary programme's data on areal requirement, a number of investiga-
tions nust, naturally, be made with regard to, for example, the
site, Is the spot large cnoughfor the areal requirement suggested
in the programme? Perhaps one should investigate the ground? Is
this the absolutely best position for the establishment of a
department store? etec,

These mentioned above are several points of the KF's information
guidance on working procedure,

Building's Construction Programme

Based on preliminary programmec the scciety invited about four
architects (depending size and local condition) explained the
society's purpose to establish a new shop and explained in detail
what kind of shop should be built and the idea of how the shop should
look like, Discussed all the procedure arrangcments of establishe
ment, material and the rough idea of cost according to the invest-
ment budget and the preliminary programme said, The architects are
asked to draw a programme of the building's construction and offer
if drawing programme is satisfactory and the society agreed upon

will select and employ one of them,

The task of the architect is not only drawing of the programme but
also to assist the society to manage all the formalities, to approach
and contact the authorities c.g. city town planning office, city
architect office, health authority, water supply, elecctricity, fire
brigade, land authority etc. Assist the society to manage every-
thing in connection with programme, to submit request to the autho-
rities for permission or legalization of the building's construc-
tion. The architect should also assists in arranging open tender

to the local contractors to carry out the programme giving detailed
technical explanations included to the authorities.

Every stages at the development of the construction should be re-~
ported to the city planning office, For this purposes and also to
check up properly of the construction and keep timetable of the
construction the society employs what so called a private authorised
controller to assist day to day work, in the field., There are close
working between the employe architect and the general manager of
the socicty who is the only person in charge of the whole project

on behalf of the sociecty.
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Budget

In connection with the preliminary programme a cost estimate and
investment budget were attached and also a preliminary working
budget.

Our investment budget composition as follows:

Land n 80,000, -
Fixture n 225,000, -
Stock " 40,000, -
Total Kr__911.000,-

Our working budget based on result budgeted of the old Hovsldtt
shop list year (1971) with a turnover of Kr 1,465,000,-

cc I Kr 218.,000,- 14,8 %
Wages " 421,000,- 8,3 %
Social securities " 30,000,~- 2,1 %
Variable costs " 50.000, -~ 3,4 %
cC II " 47,000,- 1,1 %
Purchsed dividend " 40,000,- 2,7 %
Upen the market survey as made the working budget said as follows:

23.4 -31.12-73 1974 L1975 1976 ;

1.000 kr % {1.000 kr % 1.000 kr % {1,000 kr %
| i I X

Turnover . 1,700 00 [2.600 100 '2,700 100 |2.800 | 100"
cc I 284 6,71 434 16,71 451 M6,7| 468 16,7
[ages L1112 6,00 143 15,51 149 {5,5| 154 |5,5,
Social Securities . 31 1,8 39 1,51 41 1,5, 42 |1,5;
Rent .70 3,91 82 3,3 87 3,2 87 3,1
Variable cost .37 2,2, 26 11,0 27 |1,0{ 28 [1,0
Depreciation 35 2,20 42 (1,6] 42 11,6] 42 |1,5
cc 1T Joeoo 14 0,1 97 13,7] 105 |3,9{ 115 | 4,1
{Purchased dividend; 46 2,7, 70 |2,7| 13 12,7 716 |2,7

./. During the opening period 12/4 - 31/12 1973 has been counted in
starting costs which has been egtimated the sum of Kr 20.000.-~
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1977 1978 1979 1980
1,000 kr % 1,000 kr % 1,000 kr % 1,000 kr %

Turnover 2.900 100 3,000 100 3,100 100 3,200 100

cC I 465 16,7 501 16,7 518 16,7 535 16,7
Wages 160 545 165 5,5 170 6,5 170 5,5
Social Securities 43 1,5 45 1,5 16 1,5 48 1.5
Rent 87 3,0 87 2,9 87 2,8 87 2,7
Variable Cost 29 1,0 30 1,0 31 1,0 32 1,0
Depreciation 42 1,4 42 1,3 42 1,3 42 1,3
cC I 124 4,3 132 4,4 142 4,6 150 4,7
Purchased devidend 78 2,7 81 2,7 84 2,7 87 2,7

Time Table

The programme should be followed properly to abolish any possibili-
ties of extra or additional cost, To keep programme and budget on
right figure and right time the society decided that only one person
should be in charge of the whole project, that is the general manager.
The decisions werc made after discussions with the technical side
persons and KF's consultants.

Timetable of the project werc made up by general manager and the
details of the project were worked out upon this timetable,

General manager, co-ordinator of the programme carried out by con-—
tractors is subordinating the whole project assisted by local archi-
tect and controler.

Public Relation

Tre small town of Norrahammar Society's relation with member and
community is very close. Any activities should be exposed to the
community, it is not necessary to expense much on advertising costs.
In the case of the opening of the new shop at Hovslatt, Norrahammar
dcnolished an old house and cleaned the land which took two months,
and has then been informed to the pcople who are living in the
community and surrounding area of the new society shop.

Fixture

Very soon when the building is ready the KF's specialists are settling
fixture such as said on sheet »f local programme.

Together with the contractors adjusting if it is necessary all the
plan with the actual work, arranging the layout according to the
situation of the new shop. Put all the necessities in the proper
places and can thus offer the customers a better and higher service.

Stream-line all sections of the gondolas to cover more variety of

articles which makes a better out-look to attract customer to come
and buy.
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Ba8ecd on the long period of experiences the KF's specialists assist
the new shop manager and staff to set out display and such of the
new shop and start making ordering list forwarded to general manager,

Conclusion

In conclution I do sincerely believe that Konsum Fgreningen of
Norrahammar not only could proceed with the programmes of the
opening of the new outlet, - supermarket called #Hovsldtt Konsum"
= which drown in detail are put on papers programme, but I am sure
that they will progress further in the future in consideration of
these following factors,

1, The strong and well established apex organisation's KF

2., Long experiences of the Swedish Consumer Movement in the outlets'
establishment,

3, BSteady and well organized in accumulating data of experiences,
4., Continuously cristalized of the development.

5. Tremendous human investment of technical knowledge,in recruting
6 personnel,

6. Proper planning according to timetable.
7. Higher efficiency of co-ordination in subordinating of projects,
8, Quality and loyalty of the members,

9. Direct and familiarity of relationship between members and
management,

10, Well-supported and self financing by its members.
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THE DIFFERENT STAGES OF DEVELOPMENT DURING THE
ESTABLISEMENT PERIOD OF A CONSUMER CO-OPERATIVE SHOP,
FROM FEASIBILITY STUDY TO OPENING DAY

Introduction

{
As soon as the Board of Direc%drs of a -society decides
that there is a need for the expansion of tis retail outlets,
they bring in the experts of the KFAI AB (a KF subsidiary)
for consultation. Thus, projecting statts off by the local
society indicating "0 KF itd intention of setting up
a new consumer co-operative shop at a proposed site.

In this way the local society can, with the assistance of
KF in business contexts and KFAI in technical matters,

at an early stage begin discnssing the design of its shop
and other questions relating to the size of the shop, the
suitability of the site,.the assortment, the pricing
policy, the traffic and packing situations, etc, with
qualified and competent experts. The local society there~
fore has a chance. early of being able to make use of
functional and comwercial factors to build a proper shop
to its own and public benefit.

This close integration and collaboration between local
societies and KF has made it possible, down through the

Years, for the Swedish consumer co-operative movement

to develop the systems drawn up for local programmes

gpecially intended for the planning abd effective functioning
of retail premises; and it is through their centralized
collaboration between technicians and business men that

the Swedish consumer co-operative movmenet has become such

a tower of strength today.

Feasibility Study -

After ensuring that XF will support and finance the setting-
up of this new shop (should the feasibility study indicate
that the project is viable and feasible) in the event of

the local society having insufficient funds to lauch the
project, the next stage will be the undertaking of the
feasibility study which is a definite and essential exercisse
before operating a new shop, supermarket or any other retail
outlet. Opening a ranch of any enterprise without a proper
feagibility study should be treated as a serious lapse on
the part of any management,
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In collaboration with the KF experts the local society's
personnel then conducts the feasibility study based on
the following:

1. Previous experience

2. Present statistical data and environmental
factors which at present effect the business,
and

3. Future planning (and proposed development) within

the area of operation

The conducting of a feasibility study cannot usually be
done only by the personnel of thelbcal society without the
agsistance of KF experts, as it requires a good deal of
expertise and basic research., The determination of whether
the proposed site for the new shop is suitable or not
depends on the outcome of the feasibility study. No matter
how well-thought and -planned the new shop's assortment,
pricing, selling system, the lay-out, the displays,

the salesmanship, the customer relations, the shop hygiene
and cleanliness, the sales promotion, the budgeting, or the
window displays might be, if the location of the shop is
‘incorrect, the prospects of a CC 2 will certainly be remote,.

Thus, the local society will then bear in mind that several
factors to be brought to light by a proper feasibility
study should contain the answecrs to the foliowing questions,
before deciding on the location of its proposed new shop:

1. How shall this retail outlet fix into the total
network of co-operative shops within the area?

2. Is this new retail outlet going to be the main
supermarket or shop dealing in a wide variety of
focd and non-food items?

3. Is it going to be the main supermarket in the area?

4. Is it going to be a food shop, dealing mainly with
daily needed items of the people living in the area?

5. What type of customers/members are living within the
area?

6. What kind of assortment do the customers expect?

Te Do the customers belong to the middle income group
or lower income groups?

8. Are these people used to making their purchases from
a self-service shop?

9. How many people/members are living within the area,
and what is the total consumption potential of the
people?
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10, What has been the total purchases of these people/
members in other co-operativee shops in the area?
11. What about the tompetition in the area? Who are the

strongest competitors? What are they dealing,in?
What are their sales policies? What is their
pricing policy? What is the size of the strongest
competitor's shop?

12. What is the communication and transport system
within the area?

13. What are the town-planning and community-planning
moves for the future? What will happen to the
neighbouring arcas in future?

14. Will the area, where the shop is to be established,
be able to attract customers from outside it?

15. What is the present total retail sales within the
the area?

16. Which are the main bus-stands in the area and where
will they be located in the future?

17. Where are the present and future public parking
placeés?

18. Is there any possibility of changing the proposed

site of the -shop to another site within the area in
the future?

19. Is the area space of the site large enough for
future expansion both for selling, storing area,
as well as for parking? -

20, What kind of commodities should this new shop deal in?

21. What is the sales turnover of this new shop
expected to be?

22, What will the various services the customers would
expect from the ncw shop? What are their buying
hadits?

23, Should we adopt the self-service system or not?

24, What arce the distances between this area and the other
townships?

25. What is the value of the landsite at present and what

are the future appreciation-value prospects?

The local socicty and XF cannot, of course, hope to gect
ready answers to all these questions, but they will keep

all these in mind and give some room for flexibility in

the decisions, so that there is scope for adjustments in the
shop's business and its internal invironment under changed
circumstances.,
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The approach for establishing the shop

Upon completion of the feasibility study and after the

faots and figures in it have been analysed and the proposed
project has great semblance of vialbility, the local society
then takes the dedision to set up a consumer shop in a
particuldr locality of the area where the feasibility study
was undertaken.

The approach for establishing the shop then follows these
lines, The society will esteblish a shop which would

meet the requirements of the customers/members as indicated
in the feasibility study, plus an additional 15 percent
expected incrcase in total sales of food for the year,following
the feasibility study; an increase of another 15 % the next
year, ° and a further increase of another 15 % for the third
year, and so on, As far as non-food items are concerned, the
appyoach should be to plan a shop with an assortment which
can meet about. 50 % of the members' total requirements, In
addition to the above, restaurant or canteen may be opened,
However, in the asscssment of how much expected increases
there ought to be in sales turnover, aims and figures may

look a little optimistic and it may often be necessary to
spread them over a longer period for achievement; dbut the
fact remains that in order to cater for future expansion,

it will be necessary for the society to plan the shop accor-
ding to the requirements of five ycars ahead, and build a

shop or supermarket which could later accomodate an additional
30 % of selling spacec.

In consultation with the KF experts the local society then
continucs with the drawing up of a local programme in which

it is detailed in a written list all the space and requisites
necessary to allow the planned turnover, The local programme
is thercfore the "foundation stone" on which all following
projecting work rcsts.

In planning this, the. sosiety usually starts with the over-
all whole and gradually approachzs the details, The finished
programme will thus desgribe the over-all whole and account
for. +the details, The fundametals in planning arc therefore
founded on a clearly defined basis which does not contain
more details than are necessary for making a decision.,

Least possible work for the best possible decision is the
order of the day herec.

One requirement for this method of working, it must be mentioned
here, is that the detailed particulars in the programme are
correct, The decisions on the building of the type of shop,
however, need not have to depend on a detailed blue-print
showing the tables in the restaurant, or the outer face of the
building, ctc, but the lay-out plans should certainly indicate

.
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precisely the area and the situation of essential space require-~
ments, such as SERVICE Area, Goods Handling Area, Restaurant
Area, Office Area, Technical Area, Sales Area, Storage Area,
Kitchen Area, Dining Area, Parking Area and other ateas,

Building Construction Schedulec

The next stage of the development process will be the

drawing up of a Building Construction Schedule, to be followed
up by a Working Schedule, but these schedules (the total time
plan) will be designed to fit in with the decision for a
definite OPENING DAY, Then ' again, the period between the
decision to build and operate a shop on the proposed site,
(after the feasibility study) and the opening day is

dependent on circumstahces such ase

13 The need for speed in setting up the shop or super-
market
2. The overcoming of restrictive factors, such as

Town Planners' approval, etc

3. The ability to acquire the land at the correct price,
and the period. taken for transfer of o¥nership

4, The ability to have all present residents and public
premigses in the location evicted or moved to alter-
native sites, within the amount budgeted for this
purpose, and the time to be taken for this,

Assuming that the above 4 major points are overcomed, say,
by thé end of 1972 (hypothetical casc), the local society
will then make a decision to have this new shop's OPENING
DAY set for the 31st of October, 1975, in.order to take

advantage of the pre-Christmas shopping by the customers.

Briefly then, the Building Construction Schedule and the
Working Schedule for the years 1973, 1974 and 1975 (before
Opening Day) should cover the following activities:

TOTAL TIME-TABLE

Year 1973

1. Drawing up of the Building plans

2, Drawing up of the Installation plans

3. Choosing the different equipments and materials

4. Determining the decor, the fixtures, and fittings
5 Calling for tenders and sclccting the contractors
6. Bvicting and removal of residents, homes and public

buildings, etc, to alternative arcas

T Clecaring and levelling of the site
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Year 1974
1. Piling work and construction of approach roads,

and, where necessary, the extension of water and
electricity supplies to the site

2. Construction and building begins and carries on

N,B. The contractors are responsible for the construction
of the building. They must submit weekly reports to
the society on the progress of the construction work.
Penalt ies are imposed on the contracts for any undue
delays in the construction progress, Time Schedulce
must be strictly adhered to.

Year 1975 (N,By OPENING DAY is 31st of October 1975)

For the first six months of this year the construction work

of the building would still be going on. However, by the end
of Junc, the building should be very near completion, The
floor must be ready by the end of June (although electrical

- and other fixtures are still being carried out) for the -
installing and emplacing of freezers, racks and other A-system
fittings and fixtures. The KF consultants and experts are
responsible for the installation of the A-system and the
emplacing of the other fixtures and equipments in their

proper and appropriate places and positions.

The storage arca must be ready at least 6 wecks before Opening
Day. Tho Sales areas must be ready at least 4 weeks before
Opening Day.

Six months before the Opening Day, the Manager and the other
departmental heads (if thesc are already employed) should
together with the KF consultants, decide and carry out the
following:

1. Assortment required for the shop
2. Place orders for the goods
3. Ensure that delivery of non-food items are effected

6 weeks before Opening Day; canned and bottled food
items 6 weeks before Opcning Day, and fresh foods
(or perishables) for between one and ten days before
Opening Day.

4, Discuss and decide on matters regarding special offers,
"extra-pris", demonstration areas and island displays

5. After the goods have been recieved, in conjunction with
the KF consultants and other full-time employees, to
effect the display of non-food items at least 3 weeks
before Opehning Day; the preserved, canned and bottled
food items at least 3 weeks and the vegetables and other
perishables 1 day before Opening Day.
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One fact to be remembored is that the carrying out
of the pricc-marking and the 8isplaying aof goods

on the gondolas and racks and shelyes too many:

days ahead of Opcning Day would be a wastage of
salary costs. It is a wastage to display goods

too early before the Opening Day and then having the
employees standing around more oxr less with

nothing to’ do!

The Manager should be employed one ¥Year before
Opehing Day.

The other departmental heads must be employed

three months before Opening Day; and if possible

6 months before Opening Day these people should

be available to discuss and decide with the Manager
and KF consultants on the assortment required for the
shop, the demonstration areas, the special offers
the extra-pris and the island displays, etc

The staff in charge of storage should be employcd two
months before Opening Day

The Sales staff (full-times) must be employed three
weeks before Opening Day

Part-timers (usually homewifes who are ready-trained
or have had such working cxperiences before) to be
available for call-up duty one week before Opening
Day.

Well before Opening Day, the Manager must be fully
ensurcd that all the staff that are employed or to
be employed have had the "Introduction Course"

on how to work in a consumer co-operative shop,

Public Relations Activities

These must be well planncd two months before and carried out
before Opening Day. These activities include the provision of
appropriate music and entertainments; advertisements in the
papers regarding the new. shop and its Opening Day, Pamphlets
and brochures to be prepared and printed and distributed to
the people especially to those living within the area of the
shop's operations, There must be as wide a coverage as possible
over TV and the radio; and a big write-up about the society
and the ncw shop in the ncewspapers., Information wvans to carry
out information about the new shop tothe residents within the
area would help a great decal in arousing public intercst.
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Special activities before Opening Day

Two very important parties must be held before Opening
Days

1, A "Thank you" party for the employees of the shop
(KFP consultants involved are also invited) to
motivate for staff and to give them an extra impetus
for better work out-put

2, A cocktail party, on the evening before Opening
Day, in the shop's premiscs, preferably with music
and dancing and fashion shows and items given by
current stage and fiim personalities. It is important
that all important and useful personages are not
overlooked when invitations are issued, Among the
people to be invited, inter-alia, should be
important people from the community, the government
service, the T V, the radio, the press, stage, film
and radio stars; people from the head office of the
society, the directors, and Commhittee members and
important leaders and office-bearcrs of associations
and guilds, etc, etc.

\
OPENING DAY

The Opening Day will be on a Sunday at 1.00 p.m. The shop will

be gaily and suitably dccorated and there will be music and
singing and fashion showsj; it must also be cnsurcd that the press
gives the Opening Day a  big write-up. Thus the new shop

will open with a big "BANG"!
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INDIVIDUAL REPORT BY: Mr., Abu Bakar Bin Othman Malaysia

HOW DOES THE CONSUMER CO-OP SOCIETY ORGANIZE ITS PUBLIC RELATION
ACTIVITIES?

I.

Pirst and foremost I would like to inform you about the situation
of the society that I was attached to for the field studies., Below
are some of the important points which in my opinion are worth
mentioning:~-

Name of society Konsumentféreningen Alfa
Membership as of 1,1.,1971 60,555

New members enrolled during 1971 5,589

Members resigned during 1971 1,808

No, of members as of 31.,12,1971 67,336

Turnover for the year 1971 293.1 million Skr,
Number of sales outlets 84

Number of staff employed 1,261

In this society the publit relations manager is directly below the
general manager and his status is at par with the other managers,
in that the P,R, manager is directly answerable to the general
manager.,

II, WHAT IS PUBLIC RELATIONS?

If one tries to define public relations, one has to look into many
aspects of it, while others may define it as a means of communication,
someone else may define it as the media for human relations. In actual
fact public relations can be defined in many ways and there are many
ways too of implementing public relations., I could quote for an
instance one lecturer in our seminar who defined public relations as
*'the know~how to behave'", Of course he was right when he defined P.R,
as such and no one can dispute it. Take for an example a shop assistant
in his usual working hours who always says "hello" and "thank you" -
in reality he has had implemented public relation activities. The
cleanliness of the shop for an instance also plays a major role in
the implementation of public relations. Needless to mention the
smiling faces of the salesgirls is also part of public relations,

ITI, PUBLIC RELATIONS AT THE SOCIETY LEVEL

As being mentioned earlier that the public relations manager is
directly answerable to the general managexr, naturally the P.,R. manager
is a busy man. In actual fact he is the contact man between the
general manager and the other managers as well as the staff, Besides
being the contact man within the staff as a whole, he is also the .
contact man to the elected memberg of the board. The activities within
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the soclety are ag follows:~

Information to the sales outlets within the society
Information tb the management

Organizing education activities

Arradging for meetings

Arranging fof other mass media

Personnel clubd

DA

1) Information to the sales outlets within the society

Normaliy upon reéceipt of news regarding the price changes; 4he
marketing manager will contact the public relations manager e

inform all the sales outlets about the changes., The P,R, mghagex
either uses the radio communications from the society's head office
telling all these sales outlets about the changes or he will go {o

the outlets personally explaining why such changes should be dene,

In the meantime he will get all the information printed to the
wequired amounts and distribute them to all these outlets. In coumge
of his explanation to these sales outlets he will have to bear in
mind that all this information has to be met with by the sales oytlets
as quickly and efficiently as possible, Should he meet with difficﬁttie,
he should liasion with the marketing manager and disocuss the possible
means of solving the problems.

Information from KF for an instance must at once be transmitted to

the sales outlets; normally it would be on sales activities™I'ygr the
certain periods. of the year, The public relations manager has to
contact the sales promotion manager of the shops and tell him all
about the sales activities, He would then instruct the sales prometioa
manager to hold meetings at- the shop level and to make announcemenis
and also to carry on the advertising activities pexrtaining to the
directives from XF about that period mentioned. Though the pwbliec
relations manager is-not directly involved in the sales activities of
any particular sales outlet but nevertheless he has te see thaty, that
particular sales outlet should function to the manner expeoted by the
society in particular and to the KF as a whole,

Of course the burden of the public relation manager would be much
lighter if all the sales outlets had their own sales promotion mawagexr
because the function of this sales promotion mamager and the P,.R,
manager's are almost similar. The only difference is that publie
relations manager at the society level give instructions to the galgs
promoter to carry on the advertising activities whereas the sales
promotion manager have to implement the advertising dotivities,
Touching on the sales outlets without the sales promotion mamagey,
normally in a small Konsum shop, then the public relations manmager

has to do the advertising for that particular shop, In fact the pogterg
and placards for this small Konsum shop are also prepared in the aetieﬁy
and later distributed to this type of Konsum shop,

This~ is some of the informationc which the public relations manmager.
has to transmit to the sales outlets and all this information regar&;ng
all the changes and so on have to be acted upon to the barest minimum
delay. The P,R, manager would keep a record on all this information
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and whenever possible he should make spot checks on all these sales
outlets in order to find out whether all the information were well

taken care of, In cases of this information being ignored the P.R.

manager has te ingtitute further action.

2) Information to the mggaggﬁénﬁ

The sales outlets after having cHa&fclled their montly reports on
their activities to the PJRi mandger would then expect comments from
the society's head office; It id Here that the P,R, manager has to
pass all this informatioh to the management through the meeting of
the management, A full text of tle raoport is compiled and presented
at the meeting by the PyRi manager. In all cases the P.R. manager
would be in clbde coilaboration with the secretary of the management
and extract the minutes of the meeting and also make necessary
observations wherever matters relating to public reclations activities,

It is of prime importance that these comments and recommendations
made by the management should then be transmitted back to the various
sales outlets so that they are being kept informed.

Besldes presenting the reports from various ocutlets to the management,
the P,R, manager after conducting hig own suxvey over other activities
Including sales activities of a competitor or other private enterprises,
would also supply this information to the management.

More often than not the public relation manager receive information
from KF periodically, In case the information is touching on sales
aetivities, then the P,R.,-department of the society would communicate
with the marketing manager, After having a decision the P.R, manager
would then pass all thds information to the reosponsible man in the
shop, Likewise the P,R, manager has to do the same thing to the other
managers at the society if matter affecting their departments,

In short the public relations manager is responsible to organize
meetings, be it with the directors in the society and also with the
elected members of the society.

3) Member education

In ordexr to ensure that the members within the society should always
remain loyal, education activities should be implemented even at

grass root level, This education activity is one of the responsibilities
of the P,R, department within this socicty.

While bearing in mind that education is a continuous process, the
education activities are carried out in stages and the planning is
done by the P,R. department. Normally the education activities are
earried out from September and finish in Februwary or March, In each
distriet within the society there is at least a study organizer and
the P,R, department would then give information to the study organizer
about the various programmes and the types of subjects to be taught
in each particular district. Besides having these study organizers
there are three study consultants employed by the society and these
consultants receive information and directives from the P.R,
department, It is rather fortumate for this particular society that
there is an ABF within the society and the function of this ABF is
to carry on the education activities of the society.
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Now you may wonder how these organizations carry the task of
education for the society., At first these organizations would

hold a 2-day conference and in the conference they will discuss

in details about the courses for that particular period. All the
relevant information is then carried out to various districts
within the society by the study organizers. In normal cases the
three study consultants would make recommendations to each district
as to what type of courses would be beneficial to the members of
that district,

Perhaps I should touch on the various stages of education activities,
Well, to begin with the elected members should be taught simply
because they are very near to the ordinary members and being the
members' representatives they should be in a position to inform members
about the society, The subjects taught for these elected members are
usuvally the background history of the cow~operative movement, the
functions of the society to which they belong, principles of co-
operatidén, rules and by-laws of the society. Then after completed
the course on the above subjects -the elccted members have to undergo
a correspondence course organized by ABF in close collaboration with
the public relations department and the consultants., The subjects:
are more in details and the continuation of these subjects which
they have learned carlier. In order to keep these elected members

in regular touch with the subjects and to be very sure they really
understood everything, they have to sit for another course next

year where question papers would be sent to them individually.

The organizers would correct the question papers and all answers
from thesc members would~be recorded. In case the answer is wrong,

a model answer would be despatched to these members,

Education activities for ordinary members also plgy a major role

to the well-being of the society and as such simple¥:subjects are

taught, More often the subjects confinc to consumer goods and some
ractical hints on these goods., For these members, the study organizer

?normally elected member) invites them to come for such a course and
initially the organizer would give them a brief explanation about

the society, the necd for co-operation and of course the objectives

of co-operation,

Talking about P,R. activities within the society and in view of

the fact that education play a major role, I think it is dutybound
for me to write on the consumer guilds too., In this society the

P.,R, manager also organized and directly is responsible to this
consumer guilds, Information about consumer goods are transmitted
to these guilds and members of the guilds are invited to discuss about
the subjects in a very frank atmosphere. The functions of this guild
are more educational and also to some extent of a great help for the
consumers as a whole, Here at the meeting of the guild information
is given about what to buy, which brand of product is of better
quality and so many other important as well as interesting spbjects
for the consumers.

Now that the elected members are educated (co-operative education),
the members at grass root level have been introduced to co-operative
subjects, the consumers are informed about the consumer goods, the
P.R, department have to go to the_board members, Of course the
board members are very well versed with co-operative activities

and as such there is a separate course for board members only. The
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board members are taught on detail studies of co-operation covering
all the various scopes of co-operative activities,

4) Arranging for meetings

It is within the jurisdiction of the public relations department
to organize and arrange meetings for both the district meeting
and elected members' meeting.

Elected members' meeting

The P,R, department upon request made by the executive management
to inform certain information on the situation of the society to
the elected members would invite these members for a meeting. The
agenda is fixed by the P,R., department in close collaboration with
the secret8ty of the gxecutive management, In the notice for the
meeting, the P,R, depar¥ment would have to. give explanation why
such a mceting is called upon. In the event the eclected members
would like to get certain information regarding any particular
department; they would request the public relations department

fo fix a meeting between them and the director of that particular
department.

Disfrict meeting

The agenda for this meeting is prepared at the society by the P.R.
department and also inviteationg to the meeting are sent out from the
society to that particular district. At this meeting the P.R, manager
will talk on all the activities of the society, discuss the annuwal
report and also the accounts, Should there be any other problems
within the district the P.R. manager should be able to solve it at
the meeting, failing which he would make a report to the society's
head office! It is here that at this meeting the members in the
distrioct would get a clear picture of their society and also analyse
the current situation of the society. This is due to the fact that
the district does not produce their own annual report,

5) Arranging fop mass-medda

The P,R, manager as I have mentioned earlier is the contact man
between the society and the public at large and as such in order

to keep the public informed about certain activities he has to make
press releases poriodically., Take for instance there would be some
activities within the region of the society, say a visit by other
co-pperative leaders from abroad, he would get in touch with the
press and make arrangements for the press to come to the society
for an interview, Another example is when a new sales outlet is to
be opened in the very near future, the P.R, manager would inform
the public of such situation in the newspapers, He would ensure
that the public should be well informed, More often than not the
relationghip between the public relations manager and the press are
always oordial, I would not at this juncture detail more about

the frequent advertisements in the newspapers which is part and
parcel of publiec relations activities, but I would touch on the:
other ways of communiecations with the public, The radio for instance
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play a big role in Informing people and that is one of the
reasons why tie P.R. manager has to request the rddic perdonnel
to record some of 72c¢ events which ig of impédrtance deélitred in
the society. A good cxample is when a new sdles outlet is opened
and of coursc therc would be a lot of speeches from distinguished
guests around the area, and as usual the board members would make
speeches pertaining to the society and the sales outlets. These
speeches would be recorded by the radio and broadcasted to the

listeners ard thus another form of public relations activities
has been implierwented.

With the modernisation and high standard of living the public
perhaps does not listen to the radio often enough. Therefore the
P.R, manager has to contact the T.V., now, The general manager
perhaps would .ike to inform the public as to why there is a need
for a department store in a certain area and he wanted his opinions
to be discussed by the community or city councellors, The P,R.
manager has to liasion with the T.V, authorities whether they
would televise the forum held, The whole context of the meeting
would be more with the public if they could see it on the T,V,,

6) Personnel club

I would wind up thc public relations activities at the soclety by
going into thig club, The saying "All work and no play make Jack

a dull boy" ceriainly bears a deep meaning in this society. It so
happened that the P,R. manager is the chairman of this club and of
course the cctivities within this club would booster the good
relationship between the personnel and the management, Bearing in
mind that while maintaiminig the relationship the principles have
to be adhexed too, the personnel cultivate the sense of belonging
and working as a ‘team. The club in its original self create more
public relatiornz amongst the personnel.

The activities witnin this club include social and sporting
activities, Games are organized at district level and sooiety
level, While scumo are not very keen in sports, the club often
organize sociwi Tunctions like dancing and picknicking. Courses
that would bec heneficial to the members like learning other
languages, cooking and so on are also held,

IV. PUBLIC RELATICONS AT THE SHOP LEVEL

Three most important aspects of public relations at this level
would be as follows:-

ag Advertising
ol Sales promoting

¢c) Customer rclations

a) Advertising

By nature human bcings are atfrasted by curious things and therefore
advertisirg plays a big role in order to get the customers to feel
the liking for the items advertised, Unfortunately the authorities
prohibit adivertising over the T,V, and therefore it is only the
press that xeops advertising going more effectively., Of oourse
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posters and placards to some extent attract the attention of
customers too. Perhaps you may agk me how advertisings are
carried out, Well, upon receipt of the sales planning from KF,
the sales promotion man would hold meetings with various
departmental heads in thc shdp telling them the outline of the
sales activities during a certain period, For an example during
week 47 - 49 the manager for the shoe dept. wanted to have a
special drive on winter shoes, The advertising man would prepare
the advertisements and advertise in the papers., At the same time
he would also prepare placards and posters to be used ih the shoe
department, Maybe the manager of the ladies and gents departments
would like to-have a special drive in ladies and man's stockings
during week 47 -"50, The advertisements should be made in week 48
and also the placardsy price posters are to be placed in this
department,

Besides preparing the advertising materials, posters and price

labels the advertising manager has alSo to look for the competitors

types of advertising, Details like prices on goods from the

advertisements by the competitors and the number of items advertised

are taken and compared with the shop's advertisements. It is of

vital importance that the advertising should be done in the most

appropriate ways in order to attract the eyes of the customers.

Likewise the periods during the advertisements should be in concurrence
with the types of items advertised.

b) Sales promotion

Sales promotion within the shop is the best possible means of
increasing sales ahd at the same time the customers would be loyal
and feel that' they would only patronisc the shop if the sales
promotion activities are carried out very efficiently. In order

to ensurce that the sales promotion activities are successful, the
sales promotion manager should only select a few items and efforts
mst be taken to really achieve the goal during a specified period,
The articles selected should normally be attractive in the eyes of
the customers in order to make the customers have the feeling of
buying these special items. Also the kind of gocds to be included
in thisg sales promotion activity should be new arrivals of latest -
food or fashion for instance, Of course gpecial sales activities
should also be carried out for seasonal items (e.g. Christmas items)
like winter shoes and so on which is relevant to the climatic
conditions. Reports from various department managers could indicate
the goods or items which are slow moving., For such an item it could
be cleared out , should it be in the sales promotion activities.

When a shop is involved in this sales promotion activities, the
pricing policy of the management should be determined too. Therefore
the prices of the articles included in the sales promotion activities
should be marked in the manner which are attractive to the customers.
Usuvally the prices of the items are lower than the normal prices

but the margin would be around the same because of the large amount
sold and in fact while carrying these sales promotion activities

on certain items the customers would perhaps make other purchases

on other goods., Sales promotion activities in this respect is just

to attract the customers to come to the shop.
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c) Customer”¥elation %? 3

I would rather say ctugtomér relation is the most important aspect
of public relations activities at the shop level, It is the customer
who could decide the fate of the shop in the future, Therefore in
order to keep thesec customers and also expect potential cuStomers
some means of public relations should be emphasized, First and
foremost the personncl in the shop should be well-behdved and
having pleasant manners, The cleahliness of the shop too would
have a good customer relation to the shop and customers would
prefer to shop in a ghop havihg soft light music on, Periodical
anhouncement during the shopping hours on certain items would be
most welcomed by the customers, Perhaps I should list down some
types of public relation (particularly customer relation) in the
shop, They are as follows:~

1 Greetings
2 Giving gifts
3§ Special opening hours for handicapped

(043)@?5)
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4) Gimmicks to draw attention

5 Customer information c.g., choose the right food, pamphlets
distributed cte.

6) Customer's corner

The customer relations mentioned above are being implemented to the
customers who are alrcady patronising the shop. For those customers
who have never visited the shop before and in order to draw them to
the' shop, pamphlets and other information are being posted to them,
By doing so perhaps they would beccome the potential customers of
the shop.

Of course there are many other public relations activities at the
shop level which I do not mention but anyhow these three main
activities are the most -important so as to ensure the viability of
the shop or supermarket.

' PUBLIC RELATIONS ACTIVITIES IN THE OPENING. OF A NEW SHOP

In order to create awareness of the public that a new shop is to
be opened on a certain day, public relations activities should be
intensified about onc month in advance., Take for an instance that
a shop is to be opened on Thursday of the 23rd weck various
activities prior, during and after opening day have to be carried
out, Amongst the activities are those mentioned on the schedule
sheet attached,
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opening day

Follow up advertising
Pamphlets

Meeting to thank helpers
Press information
Inaugration party
Premicr arrangements
-Presents to children

Workers to wear emblems

e e e .~ s

W E E
- ACTIVITIES ; N
l ' 20 21| 22 24 | 25 |26 |27
o JML :‘" i 4 . M o} » o,
Big posters on window % }
Posters on walls ‘ ;
Pre-advertising | ——
Advertising around the ! "
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HOW IS THE PRICING POLICY CARRIED OUT IN THE CONSUMER CO~OP
SOCIETY OF YOUR FIELD STUDIES?

Society: Konsum Alfa, GHvie
1, INTRODUCTION

1.1, The society

Konsum Alfa, the local co-~operative retail socicty of Givle operates
on following 84 outlets:

8 department stores including restaurant and hypermarket
69 supermarkets

6 mobile buses

1 laundry

having a total turnover of 293,1 million Skr (for year ended 1971).
The socicty is served by a regional warehouse situated at Gavle city.
It is fortunate that the warehouse and the society's head office
happen to be in the same place.

1.2 The management

The society comprises 31 districts with a total membership of
62,336, The management of the society is entrusted to 16 elected
members and the gencral manager who has the same right and privilege
as the elected members,

1.3. The executive and staff
The routine execution of retailing and connected activities rest on

the management directors consisting of the:

general manager -~ chairman
marketing director

directof for food

director for department stores
planning and development directox

wh@ are the employees of the society. The total personnel employed
by the society (1971) is 1,261 people,

2% PRICING POLICY

2,1, The society and KF

The society being a member of KF and purchases its assortment
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through KF has to rely a great deal of its pricing and planning
activities upon KF, In determining its pricing policy the society
has to take 2 major factors into considerations At such, once a
year discussion is held between KF personnel who are responsible
for net prices of the assortment and the society's personnel
responsible for gross prices,

2.2. Budgeted CCIT

In determining its gross price, the society will press on a certain
margin in order to achieve its CCI target and hcnce CCII to enable

the society to fulfil its obligations to the customers and members

effectively.

é.;. Price level and competition

While a certain percent of the average margin is a necessity for
the society's survival, the society has to bear in mind the existence
of neighbouring competition from the private sector and thus the
society's prices should be low enough to compete on the market...

2.4, The society and regional warehouse

In order to achieve the two above factors, the society and the
regional warehouse are working very close together, The society
will ask the warchousce because of its experience and know-how to
fix the gross price on each single article., In this case the ware-
house is responsible for the average margin that they have promised
the society.

3 THE REGIONAL WAREHOUSE AND ITS PRICING POLICY

3.1, Net price and margin

The regional warehouse and also the society know the prices of goods
whether KF own products or those of private manufacturers at net
price (cost price including transportation, if any). How to achieve
the budgeted turnover and CCII and at the same time to fight
competition? Another important consideration is that the price is
acceptable to the sonsumers.

342, Price investigation

3.2.1,

The warehouse deploys an investigation scheme by selecting 90 articles
comprising of almost 60 % of the total assortment of the competitors;
and making use of the housewives to shop at the competitors' outlets
and then bringing the articles to the warehouse for price comparison
and testing, Such undertaking will enable the society to determine
its competitive prices for its assortment.

3¢2424

The society collects newspaper advertisements of the competitors
for a certain period to check their prices and make comparison
therewith,
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The society keeps its own newspaper advertisements for a certain
period of previous years and analyses the turnover of its outlets
for the period,

4, ACTIVITY ASSORTMENT

4.1, Activity determination

The overall activities in regard to retailing of certain assortment
for a certain period is determined by KF, However, the regional
warehouse together with the society and rctailing outlets plan their
own activities based on the master plan of KF, The policy followed
in the society is that no department can purchase direct from any
source of supply other than the warehouse,

4,2, Planning activities

The sales promotion officer of the warechouse receives the activity
plan from KF 9 weeks in advance, He is responsible for preparing
preliminary activity plans to be.discussed by the planning committee
which compriseéd himself, the director concerned and the shop manager.,
(The composition of the committee depends on the type of activities
either food, non-food,) The accepted plan will be handed to the
sales council which is directly responsible for the sales. The sales
promotion officer in this case will prepare the nccessary sales
supports including:

placards

recipes

advertisements

pamphlets

4.3, Activity policy

403010

In choogsing the right activity assortment, the policy followed is
that the articles of the same nature or requirement will be placed
at the same point.

4.3.2,

3 articles of the assortment will be selected with one important
item at a low price,

4.3.3,

The low-priced articles will be effective for only 14 days.
4.3.4.

The sales activities will be done at alternate activity points on

alternate weceks, thus reducing the activity load of the manager and
his personnel,
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4.4, Pricing of the activity assortment

The low price policy of the activity articles is possible to be
introduced on the following criteria:

4.,4,1.

The KF industry or private manufacturer because of the bulk buying
of the society for the activity allows a certain percent reduction
of the price (normally between 5 and 20 %). The society then will
reduce the price of the same articles by the same discount -~ thereby
retaining the average margin.

4:4. 20

Discount is given for similar reasons for 2 activity articles,
The society in this case will reducce the price of the third activity

article by the aggregation of the 2 articles while maintaining the
average margin,

444.50

The society owing to certain favourable recason may initiate an
activity of a particular article, for instance coffee, The
determination of the price and amount to be retailed by any outlet
ig decided by the society,

5 PROBLEMS OF ACTIVITY
5.1.

As part of sales support to create awareness of demand to the
consumers, advertisements for activity articles are placed in

the newspaper., In the operating district of Konsum Alfa, there are
seven local newspapers, some of which cover one or more 'outlet'
arca., Activity pricing of a particular outlet and area may affect
the normal pricing of the same articles not 'activated' in another
outlet which is covered by the same newspaper; thereby creating
psychological suspicion among the consumers,

Sales support by advertisement for this region will therefore be
expensive,

5.2,

The KF regional warehousc may have surplus stock of a particular
assortment. The casy way out to 'get rid of' this article is to send
to hypermarket for disposal, Such procedures bring a great impact on
prices of similar commodity retailed at other society's outlets.

Through ncgotiations such practice of the warehouse has been
discontinued,

6. PRICING WITHIN AN OUTLET

6.1, Hypermarket against other outlet

The society in estéblishing a hypermarket has a low price policy
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at its outlets because of its location, organisation and degree
of service. The extcernal hypermarket of the society at Valbo,
the first of its kind in Sweden, bring about competition not only
from the private traders but also other society's outlets nearby.
Price difference at other outlets must be attractive enough to
stimulate turnover to meet the budget,

6.2, Domestic competition

To arm an outlet of the society against domestic competition, the
price must be at a bargaining position compared to the competitor.
The manager is given the power to change the price accordingly to
suit local requircments. The onus of finding and maintaining a
competitive and bargaining price has to be carefully viewed and
acted promptly., Personal contact/investigation is to be done any
time., Sales support is intensified.

7. LANEKOP (Borrow and buy)

The consumer co~operative movement has always had a cash pay system
for its sales, With the increase of consumer demands for more
sophisticated and expensive assortment -like TV sets, deep~freezes,
cameras etc., such articles have to be stocked at the stores of the
co-operative society., While the private sector has the monopoly in
-selling these articles on instalment or hire puchase basis some
“time ago co-~operative movement and so this society has developed

a "13nekop" (borrow and buy) system offering an alternative and

low rate of interest.

In "1&neXsp", the society gets the loan from the bank on behalf of
the consumer member on paying 10 % of the price of the articles on
delivery, and the society's undertaking of KF moncy as guarantee,
the consumcr member has to pay only the normal interest for the
period and the amount of loan. Repayment of the loan has to be
made by the consumer member to the bank,

8., PRICES AND COMMUNITY

8,1

From the information gathercd from a number of consumers, I am
given the impression that they are of the opinion that the society's
outlets offer on the whole a low pricing poliey for the goods, A
few commented that it is difficult to find the required articles

at hypermarket.

8.2,

At a placc to be operated by the society, the community insists on
competition despite arrangement the society has been made with the
compeftitors. Permission to operate will be granted only if a private

store is prepared to commence business within the building to be
rented,
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WAREHOUSE, SYSTEM OF CENTRALIZED BUYING, STORING,
PACKING AND TRANSPORTATION

Regional Warehouse

Lagercentralen, or in short L.C., is known in Sweden

as a Regional Warehouse, To really understand the Swedish
consumexrs~context of a warehouse, is not easy to an
ordinary layman, who had no contact and connection with

the structural set-up of the consumers movement. To a
layman, the function of the warehouse simply means the

place to store your goods for delivery to the shops as and
when they are required, But this is not so in the Swedish
consumers movement, Storage is only one of the many functions,
As an introduction, it may be correct to interpret that the
functiouns and activities of the Regional Warehouse in Sweden
are similar to that of a middleman within the framework

of the consumers movement where the profit and loss are
equally shared by the societies, in proportion to their -
purchase,

Before Regional Warehouse

Let us now look at the system of warehousing, before the
introduction of the Regional Warehouse to the Swedish

~_Consumers movement. From information received, the first
step taken to introduce the Regional Warehouse was in 1948,
with the conversion of the Visby Society's store into a
Regional Warehouse,

Before the introduction of Regional ¥arehouse, the
Societies were having a system of Central Warehouse, where
such warehouse acted as a storage for the societies' goods
and were part and parcel of the societies' functions. The
smaller societies, for economic reasons and unable to have
one, could share with the bigger societies the central
warehouse.

Nermally, the most centralized and bigger Domus in the
society would act as the central warehouse.

Development of Warehouse

The conversion of the o0ld central warehousing system to the
present Regional Warehouse was a slow process, In the case
of Borlinge, the process of conversion took nearly 2 years
before the Regional Warebouse became fully operational. The
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goods from the central warehouse were slowly transferred
to the Regional Warehouse,

In some gocieties the buildings together were the lands
of the central warehouse,were sold to private enterpriaes
and from information gathere& factories have now sprang
up r.t the very ground, where once stood the central
warehouse,

In the early years, there wefe 50 Regiohal Warehouses

in the ‘whole of Sweden, but the KI' specialibBts found that
less Regional Warehouses would be of more benefit to the
societies. Today, there are 15 Regional Warehouses and

1 National Warchouse in the whole of Sweden.

The Reasons for Establishing Warehouse

Briefly, the following were the reasons for the eatablisbing

of Regianal Warehouse:

a. more. storage space required-‘as the central warehouse
of societies were unable to cope with the démand” for

more space, a8 the retail outlets and range of assortment

expanded., .

b, the concéntration of bigger‘warehouse, to combat the
increase cost of labour,

¢. bulk purchases, thus cheaper price of goods for members

d. more concentrated efficiency of KF specialists on
purchase . and delivery

e, easier transportation ; ’ .

f. as a protection of the consumer movement from the private

manufacturers
Administration
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The legal and formal owner of the Regional Warehouse must

be first understood before the administrational structure could
be explained. In a closely knitted organisation like the
consumers movement in Sweden, the relationship among the
fractions could not be clearly defined, KF, the Society,

the Regional Warehouse and the shop outlets are so inter-
related that one has to depend on the other for survival.

Since KF is directly responsible for the salary cost
and the capital cost of the Regional Warehouse, we have
to agsume that KF is the legal and formal owner:of the
Regional Warehouse,

If XF is the legal ownexr of the Regional Warehouse and the
societies the main user, a system of management should be
evolved where both KF and the societies should have a
joint say and responsibility.

A Regional Board consisting of elected members from the
societies, for a period of 1 year, manages the affairs of
the Regional Warehouse, Since the functions of the warehouse
are of a specialized nature, only Directors and Managers
of societies are eligible to become Directors of the
Regional Board. The number of representatives to the
Regional Board from societies' level, would depend on the
amount the societies purchased from the warehouse during
the past year.

From information gathered, the number of Board Members in
Borlinge are 9 and are made up of 5 Directors and 3
Managers from the different societies with the General
Manager- of the Regional Warchouse as a Board Member with
power to vote, .

Assisting the Regional Board are 2 Councils, namely the
Sales and the Production and Deljvery Councils., Full-time
managers of societies are members of these councils,

The Regional Warehouse in Borlidnge has 3 members in each
of the councils.

The pricing and assortment policy of the Regional
Warehouse is. within the responsibility of the Sales
Council,

In brief, the duties and responsibilities of the Regional
Board are as follows:

a. to supervise the efficiency operation of the warehouse
b. to serve as a liason between KF and the societies

¢, pricing and assortment policy

d. staff management
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Finance

As had been stated earlier, the legal ownership of the
.Begional Warehouse is KF, Since KF is the legal owner,
the questioh may arise as to whom lies the responsibility
of financing the warchouse.

There are 2. types of expenditures - capital and current
expenditures, KF is responsible for the capital to finance
the cost of land, building, stocks, fittings, furnitures
and all equipments in the warehouse. All approval for any
alteration or extension to the warehouse, any purchase

of machinery and equipment of capital expenditure would
code from KF, The societies do not own anything. Even the
paymnent of the staff's salary is done by KP,

But how could it be possible for KF to foot all the capital
costs and the salary costs when in accounting term, the
regional Warehouse is a .8eparate identity from KF? Where
does. KF get the financés from? Here lies the beauty of

the Co-operative Consumer Movement in Sweden, where KF

i§ looked upon by the societies, warehouses and the

retail outlets ags the financer and guidance of the whole
movement,

Let us now look at the role the societies play in
financing the Regional Warehouse. The Regional Warehouse
wolld sell to the societies the goods at net price plus
cast incurred by the warehouse. The cost incurred by the
watehouse is calculated on a point system., Different
warehouses determine. the points differently in relation
to thé cost incurred hy them, The wareouse price them ~ ~~
becomes the net price of the shops,

Any profit or loss incurred by the Regional Warehouse
would be shared among the societies in proportion to
their purchases. In brief, this point system at present
prevailing at the Regional Warehouses is the financial.
role played by the societies.

Stoying

The storing arrangements of goods in all Regional Warehouses
are similar. An Assortment Committee on KF level, con-
sigting of representatives from all warehouses, decides the
arrangement of goods in all warehouses and these ware-
houses. would follow KF direc¢tives in order of the Price
Index Book, Only heavy articles are placed near the loading
bay.

The articles on shop level are, as far as possible, dis~
played and numbered in the same way as ih the warshouse,

so as to assist the manager of the shop to place the orders
to coineide with that of -the warehouse. But all oxrders

ceensd
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coming from the shop would again be fed into the data
processing machine of the warehouse, who would arrange
the orders in the respective storing position of the
warchouse. ’
Perishable goods, like fruits and vegotables, are stored
in the cold room of the warehouse, but such goods do

not stay long in the warehouse, as the rate of turnover
is very high.

Deep frozen gocds are stored in freezer room whith a
temperature of - 27 C.

Packing

Packing of food products are normally done by the ware-
house, Packing, weighing and pricing are mostly done by
machines with very little manual labour. Fully automatic

or semi-automatic machines, depending on the types of

food products, are being used to price mark, weigh and
pack such goods, The products that go through these machines
are cheese, tomatoes, potatoes, fruits and vegetables,
Fon-food products arc normally not packed by the warehouse,

Centralized buying

\

Import
Private Joint Private
Market a. Norfii Market
b. Eur

Co-op Industrips Co~op
Foodia Factories
Regional National
Warehouse Warehouse

/

Co-op Sales
Outlets
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The above chart shows the system of centralized buying
system at present prevailing in the KF and this could
also be taken as the system of distribution in the
consumers co-operative set-up in Sweden. 4

As a matter of principle, the warehouse do not venture
into their own purchase, Most of the purchases are done in
consultation with KF, KF would negotiate on behalf of all
the Regional Warehouses for all prices, quality and
quantity required by the warehouses, As for distridbution,
the warehouses would get the supply directly from

either Foodia, private manufacturers or co-operative
factories,

But this central purchasing of XKF does not necessarily
mean that the socicty and the Regional Warehouse are not
allowed to have direct purchases, if another purchase
from different source is mom beneficial. But KF has to
be consulted first,

Transport

Onc of the basic objects for the establishment of Regional
Warehouse was.to streamline the mode of transportation
within the movement. Towards this object the Regional
Warehouse has succeeded.

Today, food products are able to reach the retail out-
lets daily. Even if the employees of the retail outlets
are not in the premiwes of the shops, the goods could

be left at the loading bays of the shops without any fear
that such goods could not be accounted for,

As for non-food products the delivery is done on a fixed
day of the month.

The costs for transportation to any retail outlet, irre-
spective of the distance are the same, But perishable
goods and food products cost more in transportation, due
to the fact that they do occupy more transport spade.

It is not possible to squeeze these food products without
spoiling them.

Many types of transportation, like rail, loading pallets,
pallet trucks, pallet stackers, fortlift trucks and lorries
are used by the Regional Warehouse.

Other functions '

The Regional Warehouse has more functions than those
mentioned above, Sales planning, receiving orders from
retail outlets, advertisement and information are some
of the other functions of the Regional Warchouse.
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CONCLUSION

In conclusion it may be imperative to examine the
advantages and benefits to the movement from the
establishment of Regional Warehouses. They are as follows:

Qs

b.

More efficient and cheaper transport cost

More centralized and storage space for goods, thus
creating more selling areas in shops

More effective and bulk purchases, thus resulting in
lower cost of goods

More systematic ordering system, thus resulting in
more efficient delivery of goods -

—

More collaboration and co=-operation between societies
and KF

More specialized concentration on central buying by XF

-~



