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Foreward

The working Party on Cooperative Research, Planning and Developient 

Grovp (formsrly the Research Officers Groijp), a specialised bo<^ of the 

Intei!national Cooperative Alliance, had been in existence since 1959.

It meets once a year and discusses problems of interest, mainly to the 

consxmer cooperative movement. The pooling of knowledge and e^qjerience 

of consuner cooperative movenents in different countries and the 

interchange of experience within this groi:̂ ) can make a contribution 

to planning at the national cooperative level.

At its last meeting in Oslo, NbrvTay in September 1980, the Groi:?) 

examined the subject of "Corporate Planning in Consxmer Cooperatives". 

This is a sx±)ject of continuing interest not only to the sector dealing 

vd.th retail trade but also to other sectors of cooperative business.

In view of its wider relevance, the summary of papers presented and the 

ensuing discussion at the Oslo meeting are now available for more 

general distribution. I hope this booklet will gei^rate interest and 

discussion and will be of help to those concerned with decision making 

and the promotion and developnent of different kinds of cooperative 

societies.

The publication will be of use in cooperative educational institutes.

Norges Kooperative Landsforening hosted the Oslo meeting of the 

Wbrking Party of Research Planning and Development and the International 

Cooperative Alliance thanks Norges Kooperative landsforening and 

recognises with appreciation the support of Mr. Frank HaLvorsen and 

Mr. A. Sorli of NKL in bringing out this publication. For the pre

paration of this brochure, I have to thank colleague. Dr. S. Dandapani 

The ICA's appreciation is also due to Mr. K. P. Kbmholz, of Konsum 

Ostereich for his positive leadership of the Mbrklng Party.

R. P. B. Davies 
Deputy Director

London, 10 July 1981 International Cooperative Alliance
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P R E F A C E

The Planning Conmittee of the IZA's Efesearch Officers 

Groip(EOG) met in Vienna on 28/29 February 1980 and after taking 

into oonsideration the suggesticns frcm its inenbers, V o i d e d  that 

the subject for discussion at the 22nd Meeting of the RDG 

^ u l d  be "Corporate Planning in Consumer Co-operatives"

Planning and its role in the successful operation of the 

ConsiitKT Co-cperatives especially in the face of tough oonpet±ticn, 

mountixig inflation, ccntinuing recession and a score of o W « r  

factors contributed to the xjrgency and iciportanae of the subject.

Tlie Piarthing Ctonndttee realised the vastness of the subject 

on the one hand, and the limitaticns iirposed by the time and other 

factors cn the other. Ihe Conmittee felt that Corporate Planning 

and its ide in regard to the effectivity of the consumer oo-operatives 

should be discussed vdth a view to concretising the s t ^ s  needed 

to iiDdify the direction. The Oormdttee limited the discussion to 

a few of the most iirportant aspects of planning contritsuting to 

the effectiveness of the consumer co-cperatives. They are;

■(a) Pre-conditions and starting points

in corporate planning;

(b) Planning instruments

(c) Corparate planning, control and feed-back

(d) Practice application with ^secLal reference to:

(i) Sales policy, siting structure, sales-mix etc.;

(ii) Finance policy;

(iii) anall sh:ps relevant to corporate planning 

Details of the papers and speeches presented at the meeting are:

(a) Corporate planning: A  Profile by K P KDmholz (Austria)
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(b)' Ctorporate Policy aiid Planning in Constmer 

Co-operatives ty Dr Paiil ISfeyer (Switzerland)

(c) Planning instnments and planning pcwer by- 

Ms Elisa Leino (Firbnd)

(d) Corporate planning in the KF iy Roland Montan 

and Mr Rjjdnark (Sveden) . -

(e) Distribution ^ s t e m s  and planning by 

Erkki M  Salonen (Finland)

(f) Corporate planning in the Reench Co-operative 

MovCTent by Dcraiimque Michaut (France)

(g) Co-operatives small shops: an ^ r a i s a i  

by G V  J Pratt (UK)

(h) The decision makers of a co-operative bank 

by Prof V&sa Laakonen (Finland)

In addition to the above, ^ e c h e s  were also presented on the 

sulqect of planning by the following:

(a) Raimo Heikilla (Finland)

(b) G Larsson (Sweden)

(c) EtP Salinari (Italy)

(d) H Perdich (Austria)

(e) Dr A  G ^ ^ e s  (Hungary)

(f) Mr Ohya (Japan)/
(g) Prof .K Boczar (Poland)

(h) Dr I Thodorovic (Yugoslavia)
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To facilitate the discussion, the following docunentaticHi 

V3BS provided:
(a) Research Officers' Group 1959 - 1979

(A. surtrtary of past maetings and discussions)

(b) Reports cn research activity in 1979 frcm certain 

member organizations affiliated to the ICA Research 

Officers' Groxp

(c) Statistix:::al data of a few of the consumer Co-operative 

Movemsnts (1972-1979)

(d) Background Infonnaticn on Planning

After the meeting, a document incorporating ccpius Minutes covering 

discussions and decisions was issued to all participants

This is a mo<fest attenpt to suttttiarize the papers and the 

discussions to the extent they aare directly relevant to the si±)ject 

of corporate planning in consxmer co-c^seratives. Incidentally, 

this is also an attaipt to reiterate the litportance of social goals 

in relation to business goals and their inter-relationship 

with a view to serving the objectives of the Co-operative 

Movement,

The authors are aware of the severe limitations of this 

booklet both in ODntent and form; but, if this can stimulate 

consumer and other co-operative TtDvanents all over the vxjrld 

to initiate action on planning at different levels such as 

local, regional, national and intematicnal v M c h  could optimize 

the use of the available resources to ensure a higher 

productivity and th\as serving the eoonanic and social aims 

of the co-operatives^ the effort put in has achieved its aim.

Ife Elizabeth Robertson typed the manuscript in a record time. 

Our appreciation is a minimon due to her.

S DANDAPANI K P KDENHOLZ
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1.0 INTRCDUCTION

1.01 External changes demand an internal change

C3ianges in environment, demand patterns, market structure and 

ccarpetitors moves, call for changes in an enterprise. Ihis can oiily 

be achieved through oontinuoi:is research and planning. This is 

applicable to Cooperatives as much as to private enterprises.

1.02 Research and Planning

The object of research is to provide information for decision 

making and planning. Ihfi research themes and needs for research are 

to a large extent determined by the requirements of planning. There 

is thus an inter-connection between research and planning. This is 

more clearly seen in the work of the corporate planning department. 

The ccaitinuous flew of data required for planning is produced through 

various sources. Illxastrative exairples are as follows;

Corporate iirage studies; Through sviitable interview methods.

Buying habit studies; To discover consumers' buying habits

and changes in than through interviews 

and questionnaires.

Quality, price and assortment studies; To discover consuners'

opinion of quality, prices and assort

ments in cooperative shops.

Price level sttdies; To measure price level difference ;in

sons of the inportant product groups, 

frcm the consumers points of view 

through a suitable sanpling technique.

*
Market share studies; Seperate studies to assess the market

shares for inportant product groups.
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Shop inventory studies; To determine, product by product, 

the Coops' itiarket share distributed 

between own produced products and 

other branded goods, speed of turn

over etc.

Study of sales to institutional buyers; to understand the nature and

quantum of institutional buyers.

Studies into the structiice and 

developnent of consiinption;

To undertake forecasts of consunption 

for different product groi:ps for short 

and long periods.

Shop location studies: To ascertain the area's buying poten

tial, convenience of the location 

for the custoners etc.

1.03 Planning and Consumer Interests

Research and planning contribute to developnent. Tiitely planning 

points to the managenent and the staff to > ^ t  the future has in store 

for the business and helps them to prepare thonselves adequately to face 

the prcAlem.
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2.0 CORPORATE PLANNING: A  PROFILE ^

2.01 Planning - Its A±ms & Cbjects

As Charles Lindblcm woxild put it, planning may be the science of 

iraaddling through, but, basically tvo different objectives are pursued 

by planning:

(a) Corporate planning may be understood as a procedure of fixing 

targets and measurements for a certain period to streamline the 

ftitinre aspirations to a specific direction. Planning in this sense 

sets targets and measures in all parts of the cooperative business: 

in sales policy, investment or in the financial policy. i M s

is visxaally known as strategic planning or perspective planning.

(b) !Ihe different vrorking processes are clearly strvictured into periods 

and units taking into account the possible capacities and means.

For instance, when the staff of a deparment in a sipermarket

are assigned a fixed monthly or yearly sales targets, it may be 

called "operative planning”.

2.02 With regard to the purpose it may be distinguished between structvnre 

plans, plans for inplementation and project planning. Structure planning 

is mainly directed to the organisational build-15 3, the management set-i:^) 

or the shop network. An inplanentation plan could serve the financial 

plan, the sales plan or the efficiency plan. Planning can also relate

to a single project like a supermarket oi: a warehouse.

2.03 Planning - A  Management Instrument

According to purpose and relevance, planning may be distinguished 

between decisions irelating to the structural developnent and processes of 

realisation. In this regard, planning can be st^^ported by a systematic 

analysis of expectations or possibilities, by valuation or it could purely

I A summary of papez presented by K P KORNHOLZ, AUSTRIA
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be based i:?3on calcailations like, for exarrple, by working out an econ- 

cmical analysis in connection with a new investment project. In this case, 

corporate decisions are already based vpon the results of such an analysis.

Structural decisions have a large impact on the capital invested 

or other long range ccnmitnients of cooperative organisations, like 

the members' shares or the expansion of plant capacities, a change 

from "seirvice" to "self-service" of the introduction of new types of sale.

It will also be necessary to determine corporate risk and the 

optimal return on the capital invested, always ooitparing several available 

alternatives. If it is intended to establish a new shop or to introduce 

a new product, market research and investigations on the predictable 

future .will be useful and necessary. Moreover it will be essential to 

calculate the developtnent costs and the investments, the costs of staff, 

advertising and other m n n i n g  costs, so to get the total costs of a 

project and to coipare them with the profit in the short-middle-and long 

r m .

Planning shoiiLd provide the fundamentals for structural decisions, 

leading to the optimal use of the limited means available. While doing 

so it should assist the management in setting goals and measiiranents, 

and in inplementing the plans.. Fran this view, planning will serve 

as an instrument for transformation or realisation of corporate targets.

In most cases this process is carried out by the middle management. 

For exaitple: budgets of costs and profits are given to all departments

of a hypermarket and it will now be the task of the responsible head 

of this department to set adequate steps to reach these goals. The 

top managorent is interested in knowing the reasons for any differences 

between the aims and achievements so that the planning may be suitably 

modified.

On lower levels of the enterprise, planning will often be directed 

towards practical implementation in short terms, vrfiere volumes or sales
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targets are clearly fixed in weekly, monthly or yearly budgets whereas 

financial plans are often restricted to ijpper limits depending on decisio^ 

of the Board.

In Austria, for exanple, each of the regional managers are authorisei 

to decide on investment volumes laid down by the Board onoe a year.

Corporate planning as an overall activity stimulates a process of 

internal intergration. To achieve this purpose, a reliable investirent 

plan well integrated into a i^iable sales concept and a financial plan, 

with a reasonable plan for costs and prof its, is necessary. All these 

plans are well coordinated within the frame of the corporate plan.

Planning demands meticulous attention to interdependencies within 

the enterprise. Many of the failures in the past, could have been avoidei 

if these relationships between purchasing and selling, investment 

and financing, costs and profits were taken into account in good time.

This function of integration makes planning an inportant and basic 

element of management responsibility.

VJhat does it mean in practice?

. Planning means to adjust management activities to the financial and 

personnel capacities and possibilities.

. Planning means to vmify and to str^inline roanagfflxient fmdtlans in 

order to reach the corporate purpose.

. Planning should assure cooperation between the various management 

spheres and levels.

Planning is a managsnent tool, and characterizes the rational 

attitude of managoiiient. Improvisation, in contrast to planning, is 

based on intuitive ad-hoc decisions, scsnetimes practised with a 

degree of success. Such decisions, however, do not fall wiitiin the ambit 

of planning.
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This process of integration contributes to the reduction in 

isolated decisions. The more a responsible individual knows the itanagement 

concept the better he identifies his own interpretation of the corporate 

target, contributing enormously to better ccnniunication and cooperation 

between the top and lower levels of managenent.

2.04 Planning principles

An in?3ortant principle of cccporate planning is conformity, standar

dization and suitability of the different planning activities, coordinating 

the size and intensity of planning with the eoononical requironents.

Ttoo much planning may be time and cost consuming and reduce the 

flexibility in business. On the other hand insufficient planning ca\:ises 

a confusion. In both cases the effectiveness of planning is oonciderably 

reduced.

Hie more ccirprehensive the plans, the more important will be the 

timing of the different planning steps. All the different figures and 

data of the different single plaiis mi3St be available at the appropriate 

mcment.

Hiis is possible only viien the entire procedure is formalised

and applied at all times. This application demands for fixing the

framevrork, the different partial-plans as well as the planning periods 

and intervals in dx3e time, and this is especially relevant for large 

cooperative societies.

To ensure that the planning process i.leads to optimization of returns, 

the planned goals and costs of planning have to be considered carefully 

and balanced.

Since there are many unpredictable elonents of the market, such ̂

the behaviour of oin: ooipetitors, seasonal changes, the development of

the price-index and the rate of inflation, legal measurOTents etc. 

there should be considerable flexibility built into the planning process.
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These aspects demand for a swift and current adjtistment of planning 

figures and - if negessary - to change alreac^ existing planning concepts. 

It is also essential to develop altemative plans for choosing. This 

means flexibility in methods and techniques without interruption to 

continiiity.

Moreover, the planning tasks must gorrelate to the planning 

horizon. This is not only applied to structure plans or individual 

sitting of projects but also for fixing,short- or long-tenn activities.

The question of what is understood by short-/ middle- o£ long range 
planning mi<^t differ froti organisation to organisation: but in general, 

a plan for one year or less is known as a short term plan, whereas 

five or less years is termed long-range and strategic planning.

Short term plans, such as monthly budgets, are generally based 

on accounting figures and internal statistics, and. they determine the 

next month's development of financing, costs or turnover etc. If 

the planning horizon is too long, say 5 years, it will be useful to 

divide it into yearly plans and further into monthly plans.

It is difficult to predict the custoner's behaviour precisely.

Hence the rate of inflation or actions and reactions of the ccnpet- 

itors help in arriving at necessary adjustment of the figures contributinf 

to the flexibility of the plan.

Yet another inportant precondition to avoid planning mistakes is 

to ensure canpetence and experience of the planner, with oonprehensive 

information on the subject - a matter often overlooked.

Sonetimes the Board decides to establish a planning department /
without having a clear view on the financial and personnel requirements 

of such an organisation. This affects planning quite seriously.
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It happens that planning figures are misinterpreted, because they 

are only referred to noninal values, ignoring the real development of 

the enterprise. For instance, vdien scmeone speaks abDut a 10% sales 

increase in a supermarket when the rate of inflation is 8%, it is 

not realized that a 2% sale increase does not contribiite to growth 

nor does it match the efforts of the coirpetitors. One must analyse the 

market conditions, the development of purchasing power and the 

coirjjetitors share of the market of a given area so as to be in a 

position to interpret the result.

The sales increase shoiald also be related to the amount of investment 

for new sales outlets.

2.05 Corporate planning and marketing

Fundamentals of corporate planning have to be reviewed against the 

build-up of planning frcm the vie«^int of marketing.

Corporate planning with a view to realizing the corporate purpose, 

must be determined by the cooperative statutes and the existing 

capacities. Tliis purpose of consumer cooperatives refers:

. to their business activities;

. to their specific orientation towards certain groi^JS of customers;

. to their specific abilities of quality, technology etc.

. to their market areas, different regions and sites.

The corporate purpose is the central stairting point of corporate 

policy vAiich oxnprises all the management functions, not delegated, such 

as:

. forming of business policy by coordination of the sales policies, 

staff policy, investment and financing policy, the dividend policy 

and many others, 

and out of this

. the fixing of targets, guidelines and rules and how these targets 

can tod should be reached.
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Corporate policy aims at the ecjDncitdcal transformation of the 

corporate purpose into the long-term requirements of the market, the 

environment and the society.

die of the most important conditions for this transformation is 

the cciiprehensive knowledge and the current analysis of:

. the own internal existing busir^ss capacities;

. the analysis of existing weak-points and reserves, and

. the econcmic minimum goals necessary for a survival in the long run.

The second inportant condition is the analysis and the prognosis 

of maricet and environmental factors in order to find out the planning 

latitudes of the enterprise.

All factors such as the socio-econonic attitudes of the pop\ilation, 

the technical progress, the ocsrpetitors and the resources of capital, the 

assortment and service abilities and their future limits of saturation 

are all to be examined carefully.

A  ccJiprdiensive use of internal and external data is necessary.

All the available statistics and reports published by the authorities 

and market research institutes have to be evaluated to get a reliable 

conception of future purchasing, production and selling.

Internal data and information systems play a valuable part, and 

the quality and quantity of these will depend on the ability and the 

level of the accounting syston, as also on the correct interpretation 

of all the figures and econcmic indicators.

The findings of the business analysis and the prognosis of the 

environmental factors, now make it possible to plan, ie; to fix the 

different parts and steps of the corporate plan. These goals will be 

directed towards:
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. liquidity and financial independence with respect to the relation 

between the cwn capital and borrowed capital;

. moreover they will be directed to certain profits and profitabilities 

of the own and borrowed capital invested in order to provide biasiness 

stability in the long run;

. the evolving of a criteria of econotiic success;

. a forecast of turnover and s ^ e s  increase for inproving the market 

shares;

. towards inproving productivity and efficiency, for diminishing 

the risk and for granting the future cooperative potential;

. and an estimate of the overall growth.

Setting clear targets denands for setting priorities which laist 

be given by the top-management after a careful balance of the different 

partial goals. Ihis must be clearly ej^piressed in exact tenns and 

figures and not with a lot of optimistic words, in order to provide 

a guideline for the planner.

I si:ppose, this quantification seems to be of special relevance 

as the different plans must currently ̂  controlled and ccitpared 

with the practical resvilts, either by the planners themselves, or better, 

by an auditor or a controller. Biis is a very inportant function within 

the planning process.

The task of control should be to check oontinuoxasly the strategic 

concepts and budgets:

. on their actuality 

. their ccnpleteness 

. and their realistic practical concern

and, to stress the inanagCTient's attention to modifications and corrections 

of the plans. Thi? refers to the formerly planned success, the planning 

assuiiptions, the planned efficiency and the calculated risk.
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Planning is good, but t±ie courage to face the truth is better, 

because the feedback process of planning ultimately leads directly 

to a learning process for all the planners concerned.

Tlie clearer the planning systan and the more exact the different 

goals are formulated, the easier will it be to find out the weak points 

an4 to avoid mistakes or failures in the systan of corporate planning 

and budgeting.

2.06 Suitniary

. ftodem managanent can not be carried out without planning, either

in times of growing markets and steadily increasing branches or units 

or in times of econcmic recessions and during periods of keen 

coipetition.

. Planning c3oes not eliminate any problans of managenent; in long

range planning they are brought out and made visible.

. Corporate planning danands for decisions v M d i  must be anticipated

and v M c h  are later controlled by running the business.

. In cooperative business, corporate planning is often only partly

developed, inccnpletely carried out or often misunderstood.

. Only partial elements of a corporate plan, like a sales plan, a

financial plan, a plan on the shop network, are seen; a global 

concideration of the developtient within the enterprise is missing.

. The keen market conpetition and the financial and eooncntiical

developtient of cooperative enterprises clearly demonstrates the 

inportance of planning with all its interdependencies within the busine^ 

It contributes to a rational handling, ̂ it is also an ejqjression 

of m o d e m  responsible leadership.
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3.0 Policy and Planning; A  CASE STUDY (SWrrZERLAND)~̂

3.01. The Prcblem

Unlike tiie private capitalistic enteiprise, the legal and organ

isational structiire of a co-operative requiiies special, procedures for 

creating corporate policy and translating it into practical corporate 

planning.

3.02. Corporate philosophy and corporate policy as the basis <3f
strategic planning

All strategic planning ni'ust be oriented to a corporate declaration 

of intention. It is the task of the top managernent to create a corporate 

policy and put it into effect. In a co-operative several bodies are 

involved: for exanple the co-operative council or delegates' congress, 

being the co-operators' "parliament".

The Swiss Coop Groi:p has defined its principal, long-term, general 

corporate intentions in its corporate jliilosophy which was drawn vp in 

1978. The Group's econcmic, social and financial principles are concretised 

in form through "Principles of corporate policy".

The corporate policy has been si±)-divided into ten part policies 

viiich are intended to serve as working instructions for the main fields 

of activity within the Groip:

- the man^anent and organisational structure policy defines the 

management concept (management by objectives, teamwork, parti

cipatory style of management) and lists the principles on whidi 

the management structure is based, i.e. the organisation and the 

procedxjre. The management and organisational structure policy 

also contains management guidelines, a standard organisation 

chart for the regional societies and specimen descriptions of

S u m m a r y  o f  p a p e r  p r e s e n t e d  by Dr. P. M e y e r ,  V i c e - d i  r e c t o r  
a n d  H e a d  o f  C o r p o r a t e  P l a n n i n g ,  C o o p  S w i t z e r l a n d ,  B a s l e ,  
at the R e s e a r c h  O f f i c e r s '  G r o u p  M e e t i n g ,  1 6 - 1 8  S e p t e m b e r  
1 9 8 0  in Os l o  ( N o r w a y )
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functions (jda descariptions) for the most inportant management positions,

as well as giiLdelines for further structxaral reform sudi as mergers etc.

- the diversification policy containing the principles of the activities 

in traditional and new markets;

- the public relations and consumer policy defines the principles for 

keeping in touch with the pi±)lic, with eitfSiasis on public relations, 

economic and oonsuner policy and the policy of the owned newspapers;

- the investment and financial policy lays down the criteria for invest

ments Coop and lists the principles of financial management - 

with regard to the legal form of a co-operative;

- the store type policy lays down the types of sales outlets in which 

Coop will market its gxjds, the most inportant characteristics of 

each store type and principles on which tliey are to be constructed 

and operated;

- the merchandise policy defines the trading aims of goods management 

with eiiphasis on the organisation of assortments and pricing;

- the sales policy lists the principles of the marketing activities;

- the goods distribution policy cteiiiprises the pifingiplas of efficient 

flew of goods between pixxiuctian, vtolesale, regional distribution 

centre (regional Coop society) and sales outlet;

- in the production policy Coop defines its corporate aims as producer;

- the personnel policy summarises the principles of personnel manage

ment, traini;ig and relationships between contracting partners.

Strategic (i.e. long-term) planning is based on the corporate philosophy

and corporate policy. It oatprises the strategies which determine the
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basic course of the Group, chiefly with regard to

- markets (where?)
- performance potential (with viiat?)
- market performance (>tet?)

Ihere is a clear delioiitation between strategic = long-term planning 

and operational and current = medium and short-term planning.

3.03 Planning tools; the Coop Group planning system

Corporate planning expects the Co-cperatives and their unions to 

have a starting point in assessing the developments in the environment 

and the organisation. Ihey examine the past (analyse) and make a forecast 

about the future.

A  (Ascription of the organisation's weaknesses and strengths, a conpardson 

of the dangers and opportunities facing the organisation, catpliments 

the analysis and forecast of the environmental develqpitients.

For the Coop Group the analyses and forecasts of environmental 

develc^ments relate to developinsnts to be expected during the planning 

period within

- the econoitY 3^d society (eg energy and raw materials, enplqyment and 

productivity, political situation, population and sociological trends);

- the branches in v ^ c h  the Coop Grovp is active or would like to 

increase its activities (retail trade, services).

Quantitative forecasts relate to

- the gross national product;

- private consimption;

- the market volute in the retail trade (food, nonfood) and in the service 

sector.

Analysis of the past, a description of weaknesses and sti^engths 

and forcBstsform the basis for creating a corporate philosophy and prin

ciples of corporate policy as well as strategies. The question is: what 

do we want to achieve in 5-10 years (long-term) and in 1-2 years (objectives)?
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Mediun-term planning in tftB- 'CoopGroi:?) cxxprises a period of 5 

years, i.e. 1981/85. Long-term planning oonprises the decade of 1981/90,

Uie COOP SCHWEIZ'S overall plan (1981/85/90) is based on the followiji^ 

econaniic scenario;

- There will probably be a real increase in the gross national product 

of about 1.5% per annim because of stagnating pqpvilation. Inflation 

will be at the rate of about 5% until 1985, then about 3.5% from 

1986-90. Ifiere will be a rioniinal increase in ®JP fron 1981-85 of 

between 5.2% and 6.5% per annum and frcm 1986-90 of 5%.

- Private consxmption will probably'increase in real terms by 1.5% to 2% 

per annum fron 1981-85, ncmmally by 6% to 6.5% and by about 6% per 

annum from 1986-90.

- Retail market volume will decrease in real terms until 1985 and then 

increase frcm 1986 onwards by about 0.2% per annum. Biere will be

a real decrease in retail market volume food to start with because of 

the marked trend towards eating out. Naninally market volurte of food 

vd.ll increase by about 6% per a n n m  - chiefly owing to expected price 

increases in the agricultural sector (equal eaimings for farmers, 

inflation in irtporting countries). Growth in market volume of nonfood 

is likely to be much stronger in real terms than market volume of 

food (percentage increase in age group with greater buying power,

25-44 year-olds). It is estimated that naninal annual growth rates 

will be 4.2% to 4.6% diaring 1981-85 and 5.5% frcm 1986 onwards 

(incl. fuels).

- 'The service sector will continxK to grew in Switzerland too. NDminal 

growth rates of 5% to 10% per a n n m  for the esqjanding markets in the 

gastroncny, tourist and insurance sectors is anticipated.
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3.04 Deriving strategies and objectives from corporate policy 

(= strategic and operational planning)

(a) Strategies

Strategies determine routes to achieving the principal 

corporate objectives. They convert corporate policy into 

itediun and long-term prograitmes of action and provide direc

tions for management. Performance objectives and budgets 

are derived from them.

In the Coop Grovp, strategies for 5 and 10 years are for

mulated fron the part policies; they relate mainly to the 

retail trade vihich provictes almost 90% of the Ooop Grov:p's 

net profits. Developinent strategies are derived from a 

medium-term market share objective. The market share objective, 

(market share of the Swiss retail trade, market shares for 

food and nonfood) is ooitpared with the existing situation.

T M s  gives the "strategic gap" representing the increase in 

sales area to be aimed at in the period 1981/85.

(b) Management by objectives in a co-operative enterprise

During recent years the concept of "management by objectives" 

has been sixcessful in European • firms. The Coop Group in 

Switzerland has been using this managonent tool since 1970.

Performance objectives lay down qualitative and quantit

ative aims. Performance objectives, in contrast to strategies, 

are generally short-term, ie they cover 1-2 years. They are 

derived, on the one hand from the strategies, and on the other 

fron the main tasks of each of the sectors of the Group and 

fron’topical assignments.

For Coop management by objectives represents a managenent 

method vAiich is based on participatory management and team-work.
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This <x»noept proceeds on the assvitption that the more 

managers and their staffs identify thenselves with corporate 

objectives the more likely that the objectives will be 

achieved. This is done by means of objective-setting dis

cussions between managers and their staffs.

Perfoxmanoe cigectives are a systan v M c h  links vp with 

strategies and converts them into qualitative and quantitative 

standards of performance for a business year. The objectives 

must be broken down into targets for each enterprise and for 

each division, sector, department, grovp and individual within 

the enterprise.

The financial coitplatent to objectives is the budget. 

Objectives and budgets together constitute the management 

and technical point of view of the cooperative enterprise.

In a co-operative union like the Swiss Coop Group, the 

objective-setting process between the central organisation 

and the regional societies is particularly characterised by 

pers^uasion techniques and objective-setting discussions. Ihe 

central organisation and the entire group are dependant on 

the willingness of the regional societies to co-operate.

Hae ability of central managorvent to motivate and convince is 

the key to success.

IWioe a year the management of Coop Switzerland invites

the managers of the regional societies to objective-setting

conferences at which the overall objectives are discussed

and individvial objectives negotiated. “Hie regional societies

siimit their objectives in writing .to the central organisation;

they oontain the most inportant performance objectives for 
/

a business year.



- 20 -

(c) Cbjective control

In practice, effective and appropriate control as a part 

of the successful application of the concept "managetnan.t i?y 

objectives". In co-operative enterprises objective control 

is handled in the same vray as in other enterprises. In the 

central organisation controls are carried out in sane cases 

every month and in others every four months. Discussion 

betvjeen managers and their staffs is as inportant in objective 

control as it is in setting objectives. In these discussions 

the aim of the manager is not so much to control as to discuss 

vAiy th e re are deviations fron objectives and what steps shoxald 
be taken to correct them.

CX)jective control is more operational and short-term. In 

strategic planning the term "strategic controlling" is 

increasingly enployed: performance dsjectives must be controlled

to see whether they guarantee inplementation of the long-term 

plan. With the increase in society-oriented reporting 

(social balances, net product accomt, etc.) so-called goal 

accomting is gaining in infortance for external information 

as well.

3.C6 Practical problems

When policy is translated into planning, various problems 

crop and these will now be dealt with in more detail:

- creating a basis for planning

' - sensitising management to the necessity of strategic planning

- planning as an innovative process 

' - the time factor

- iirplQtientation of planning

- plan revision and success control
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(c) Objective control

nil practice, effective and appropriate control is a part 

of the successful application of the concept "itianagonent by 

objectives". In co-operative enterprises objective control 

is handled in the same vray as in other enterprises. In the 

central organisation controls are carried out in sane cases 

every month and in others every four nonths. Discussion 

between managers and their staffs is as inportant in objective 

ccijntrol as it is in̂  setting objectives. In these discussions 

the aim of the manager is not so mixdi to control as to discuss 

viiy there are deviations from objectives and vjhat steps should 

be taken to correct them.

Objective control is more operational and short-term. In 

strategic planning the term "strategic controlling" is 

increasingly enployed: perfonnance objectives must be controlled|i

to see whether they guarantee iitplanentation of the long-term 

plan. With the increase in society^riented reporting 

(social balances, net prodirrt account, etc.) so-called goal 

accounting is gaining in ictportance.. for external information 

as well.

3.05 Practical piroblems

When policy is translated into planning, various problems

crop up. and these--wilTxiow be dealt with in mfcore detail;

- creating a basis for planning

- sensitising management to the necessity of strategic planning

- planning,as an innovative process

- the time factor

- inplementation of planning

- plan revision and success control
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(a) Creating a basis for planning; 

corporate ii^losophy and corporate policy

Ihe new corporate philosophy and the related principles 

of corporate policy took tWD years to draw frcm 1976-78.

A  frank and self-critical description of the state of the Coop 

Group provided the basis for them.

Ihe new corporate philosophy and principles was processed 

in': the department of corporate planning via an internal planning 

team, the board of management of Coop ad.tzerland and the 

planning commitije© (in vtoch the re<$ional societies_were 

represented) to the board of directors.

The part policies also originate in this way. Those affected 

them and who have to afply them take part in their creation; 

for this reason the views of the managers of the regdLonal 

Coop societies are sought for. Such a broad-based procedure 

requires tine. But the time is well invested; it ensures 

broad si:5:port for the principles/ and so guarantees that the 

documents will be translated into practice.

(b) Sensitising managanent to the necessity of strategic planning

Most managers in line jobs are pragmatic and oriented to 

day-to-day operations by tenperament, training and inclination.

Ihe fact that well-known econcmists have been mistaken in their 

forecasts does not increase many line managers' fondness for 

planning. The Coop Groip is well acquainted with this problem.

But alone the 5 or more years required today to iitplement 

individual sales outlet projects, because of stricter official 

regxalations, makes long-term corporate planning essential. There 

is wide recognition of this among managers today v ^ c h  provides 

an excellent basis for planning vrork.
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(c) Planning as an innovative process

Long-term planning requires a different way of thinking 

fron stort-term, operational planning. Strategic thinking must 

detach itself from day-to-day business, from annual targets. 

Strategic thinking must be able to anticipate market and 

cxxpetitive developments in the next 5 to 10 years. Strategic 

thinking must include future social, political and cultural 

developments.

(d) The time factor

The construction of a strategic planning system requires 

time, particularly vdien such a systsn vorks with econometric 

and/or conputer-aided models, vfeich is essential vdien there 

are large quantities of data. The more concrete the planning 

the more time-consuning it generally is. For an organisation 

of the size of the Coop Group one must allow 3 to 5 years 

for inplementing strategic planning.

(e) Implementatian! fron visions of the fiiture to everyday planningl

It is easy to map out changes of coiirse and bold visions 

of the future. Rehearsing visions of the future is a part of 

entrepreneurial thinking. But for everyday planning anbitious 

plans are not enough - though they are very inpDrtant, indeed 

essential, for giving fresh iirpetus to planning.

When the general strategies have been created "everyday 

planning" begins, in v^iich the inplementation of the agreed 

strategies, demands persevering hard work. The workaday 

routine of corporate planning requires a willingness to put 

up with a certain amount of friastration: the bodies to v ^ c h

plans are submitted do not always find them as original as . 

those who thought of them. Part of the willingness to tolerate
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frustration lies in its ability to include line managers in 

the planning process in such a way that they finally have the 

irtpression that they have done most of the planning themselves.

(f) Plan revision and success control

The best plan is no good if it is not regularly and 

systeitatically controlled as to vtether it can or has been 

achieved.

InstitutionaldLsed, formalised and regular plan revision 

is just as iiiportant. In the Coop Group planning system 

plans are revised when medium and long-term objectives frcm 

the Groi:p plan 1981/85/90 are translated into the anniial 

overall objectives for the business year ahead.

Success control takes the form of an annual report, by the 

board of management of Coop Switzerland to the board of 

directors on the level of achievement of objectives. In 

it the Groip's objectives - derived frcm the strategic plan

- are ccnpared with actual results. Adjustments for deviations 

frcm targets are made during the current business year.

3.06 Sunmairy and conclusion

Principles of strategic corporate planning are applicable to 

consurtEr co-operateve societies. Corporate philosophy and corporate 

policy form the basis for strategic planning. Coop's corporate 

policy caiprises the management and structure, diversification, 

public relations and oonsvmers, investments and finance, store types, 

iterchandise management, sales, distribution of goods, production 

and personnel.

Planning periods are 1-2 years (short-term), 2-5 years (itediun- 

term) and 5-10 years (long-term).
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Strategies are c3erived from corporate policy. In the Coop 

Group pride of place is given to increasing productivity on the 

basis of existing sales area and to creating a reasonable amount 

of new sales area. In addition, the Coop Group intends to diversi:^ 

into new markets viiich offer the necessary growth and profit 

potential.

Tflie oonoept "management by objectives" vdiich is based on a 

participatory style of managonent and teamwork, is suitable for 

translating the (medium-term) strategies into short-term quantified 

performance objectives to be achieved within a certain period and 

bvdgets. Institutionalised objective control guarantees the neces

sary feedback within the planning system.

To create a strategic plan to iirplement corporate policy all 

levels of mamganent must be convinoed of its necessity. Ihis 

requires a new way of thinking and recognition of the innovative pro

cesses sparked off by planning. BDrizons must be opened ijp and 

widened.

Strategic planning requires time, particularly in large and 

coiplex organisations.

Strategic planning requiires not only a vision of the ftttiore 

but also persevering detail vrork.

Plan revision and success control must be institutionalised, 

preferably as "strategic contix)ll±ng".
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4.0 Planning Instruments and the Planning Process;

A CASE STUDY OF THE E MdVEMOT IN FINLAND ^

4.01 Background

03ie development of systematic corporate planning in the E Movement 

began in the early 1970's. The reasons for this late start are:

~ multiplicity of bx:isiness operations;

- large nxinber of individual units and their interdependence;

- weakening profitability and declining market shares;

- rapid dianges in the environment and hardening ocnpetition.

Five year and annxial budgets were drawn up in the E Movement but 

did riot prove adequate for the managanent. A  new planning system was 

developed in project form by CTK in collaboration with outside consultants. 

Hie first round of planning covering the whole movement was carried out in 

1974. Planning is now the responsibility of the managements of the 

different cooperatives and units. Responsibility for overall planning 

for the E Movement rests in DTK's management.

4.02 Planning Objectives

The objectives of corporate planning have been;

- to create an overall picture of the E Movement;

- help it to adjiast in advance to changes in the environment;

- unify the different planning systems;

- guarantee the joint and unified handling of development questiions;

- give a hanogeneous language to the organization;

- promote the optimal utilization of the physical and spiritual resources 

of the E Movement.

paper presented by Ms Elisa. Leino, OTK, Finland
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4.03 Corporate Planning System and the Planning Prooess in the 

E Moventent

An effort has been made to inclvide within the sphere of corporate 

planning tte vtole of the E organization:

- CO?K

- Subsidiary ootpanies

- Co-operative societies

The planning system in all of them is basically the same. The 

framework of the planning system is an operations sector based division. 

Details are as follows

OVERALL E  MDVEMENT PLANNINS CARRIED OUT THR0U3H UNITS AND BUSINESS AREAS

UNITS/C2?DUPS ARE:

1 0 T K

2 SUBSIDIARY COMPANIES ) q  T K  - GROUP

3 CO-OPERATIVE SOCIETIES )

4 CENTRAL UNION KK

SECTORS ARE:

1 CONSUMER GOODS TRADE

WHDLESALE

RBiaiL

2 BUILDING AND INDUSTRIAL SUPPLIES TRADE (HAREWARE)

3 SERVICE STATIONS

4 HOTELS AND RESTAURANTS

5 AGRICULTURAL TRADE

6 FOOD INDUSTRY
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7 NDN-POCD INDUSTRY

8 OTHER BUSINESS OPERATIONS

9 DISTRIBUTION AND STORAGE

10 AEMINISTRAriON

The parts of corporate planning are (see chart 10

- analysis

- strategic planning (see Chari: 2)

- long range developnvent planning (nowadays 3 years)

- annual planning

Corporate planning is carried out in the E ffovement in overall, 

long range and systanatic procedures which cover planning, direction and 

control.

The content and interconnections of planning can be seen frcm the 

diagram . (see Chart 3).

Itonitoring occurs through annual b\adget monitoring. The Process 

Chart (see Chart 4) indicates the flow.

Planning instruments

In addition to the planning systan and process, varioxis kinds 

of "instnments" and "thought patterns" are used as aids to hcmogenize 

thinking and planning.

Analysis is an essential part of planning. The object being to 

create an overall picture of the organization being planned in relation 

to its environment and its <3evelopinent, in other words:

-• define and analyse those factors to be taken into consideration 

vSien planning

- draw conclvisions and provide ideas on the need for operation developt'e^ 

in relation to those internal attainment of the objectives set.
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CHART 2

The ocitponents of Strategic Planning are as follows; 

pgyiPCNENrs of strmcegic planning

EVALUATION 
OF CXMPANY

- strengths

- vi^aknesses

_______ N.Z_____
DEVELOPMENT
PROJECTS

- following

■SI establi
shing new 
ones

ENVXRDN-
MENTAL
ANALYSIS

- possibili
ties

- threats

>
PURPOSE

\ /

GOAL

OVERALL STRATEGY

- synthesis

- enphasis

- limitations

- other strategic (tecisions

CORPORATE POLICIES FOR

marketing
investments
personnel
financing
distribution of inocme
si±»sidiaries
pxirchasing
members
production
public relations

FOLLOWING 
STRATEGY 
AND LRP
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The process of analysis is, in principle, the same at all levels 

of planning; vAien starting a n n m l  planning, however, it is mainly checks 

that are made (see charts 5 & 6).

Operations analysis seeks to form an overall pictxare of the 

development of the operation and establish those factors that pronote/ 

hinder the achievanent of its objectives.

Resource analysis seeks to establich the sijfficiency and quality 

of resources, degree of utilization and developnent and changes occuring 

vdthin than. Illustrative heads under vrtiich such analysis is under

taken are as follows

RESOURCE ANZULYSIS Subgroi^j/ijnit Sector Caipany/-groi:p

RESOURCE INFORMATIOJI ON STATE,' USE AND EEVEIOIMENr OB’ RESOU
%

1. PERSONNEL

2. ASSETS

3. RAW MATERIALS ETC.

4. SYSTEMS

5. FINANCING

6. ORGANISATION

7. LEADERSHIP

8. KNOWLEDGE

9. OTHER RESCURTER
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THE CXDNTENT AND INTEROONNECTIONS OF THE PARTS OF COKPOPATE PLANNING
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Interest groTjp analysis ascertains viiich are the nost iirportant 

interest groups within the organization being planned, their expectations, 

relationships to each other and priorities in the planning base.

Environment analysis forms an overall picture of the direction 

of change in the external operational environment-and establishes the 

change factors and their content that promote/hinder the achievment of 

the operation's objectives.

On the basis of analysis the Corporate Planning Department is able 

to provide management with a viiole series of external data (general 

environmental development, development forecasts for different branches, 

iteasirres taken by ccnpetitors). Each unit si:pplements this information 

with external data concerning its own specific field of operation.

Objectives at the decision making stage are:

- ejiphasize the interrelationships of the strength/V?eakness, threat/ 

possibility factors discovered through analysis.

-■ draw the relevant conclusions

- provide ideas on the need for operation development

- decide on possible measures to be taken (e^.. development projects).

Managonent will set the cannon planning assunptions for the v^ole 

organization.

Analysis can be made in the different parts of an enterprise, 

each in its own way. While doing so, a stanc3ardized form and procedure 

may help to secure results capable of easy reading by the management.

In particiilar viien developing product/market strategy, t}ie idea is to 

stimulate the organization by drawing exanples of approach methods 

v M c h  can be used a s  aids at the working stage. These are, for exairple, 

(see APPENDIX NO

- possibility/threat analysis

- power base analysis



Eh

<
X
U

CO
w
w  
o  
o
05
04

O
Z
H

Pi
o
&H
H

z  
o
s

CHART 4



- 35 -

- strategic bijsiness areas

- business idea

- - "Ansoff*s.v7indow"

- portfolio management

- product/product groxp/operations field 

developnent stage analysis

- bvisiness territory analysis

Strategic planning contains certain basic elements;

- planning assuiptions

- operation idea and goals

- stphasis in operation

- product/inarket strategy

- resource strategy

- outlets netwDrk planning (min. 5 years)

- certain nuiterical objectives (sales, market position, results, labour 

and capital productivity, investments, financial ratios).

Long range developnent plans and budgets on the other hand are 

developed on uniform forms. These are today (see Appendix No

- development jneasures form

- income statonent form

- i.investments form

- financing form (independent caipanies)

Every effort is being made to reduce the niinber of lines on these forms. 

The annual planning forms are similarly uniform and basically the same as 

for Long range Planning but considerably more detailed.

To facilitate drawing i;?) sumnaries at E ftovement level, EDP models 

are used making their production easy. A  model that makes it possible 

to draw alternative plans or to examine the effect of changes in varigus 

factors at E Movement level is also available. But this model has not 

oome up to expectations and therefore its use has been discontinijed.
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There is a clear need to develop a new model, particularly to help 

in the allocation of resources.

As regards the development of conmon planning instruments in the 

E Movement, apart fran the basic frame of the vtole process, changes 

have been made to allow flexibility to each planning unit. Only specific 

parts of planning (mainly budgets) require that they are the same for all.

In prdLnciple, the E Movement is still using the planning manual 

drawn i;p in 1975 with the aid of vAiich the organization has gradually 

been taught to think and plan in a uniform way and thus ttiere is little 

need for actual guidance today. The problem has mainly been the deve- 

Icpnent of such procedures that promote innovation within the organization. 

The main reason for changes - even annually - in procedures is to 

prevent the growth of bureacracy and find new ways of thinking and angles 

of seeing things.

At the present motient the need for developing planning instruments 

is very clear..
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5.0 Stoall shops and their iii^ct on Planning - A  CASE STUDY (UK) ^

5.01 Background

Of the 190 retail cooperative societies in the UK, 12 are large 

societies and account for two thirds of the total sale. Historically 

speaking, British Consumer Cooperative Movement is a irovanent of small 

shops. This is weakening the structure. The smcill shops meet the 

demand of the elderly, the infirm and the less well to c3o section of 

the coramunity i.e. people without cars and people with limited means. 

People with money are young and they usi:ially have a car. Groxps of 

viiolesalers are linked with convenient shops run by East African Asians. 

Hiese'. shops are open for long hours and sometimes on weekends and 

holidays. The cooperatives with their regulations and cost cannot catpete 

with these private shops.

5.02 Stnall shops and costs

The small shops are generally housed in old buildings - cost of 

> M c h  has been written off from the books. 1b educate the managers of 

the small shops in regard to the rental value, a costing exercise 

has to be undertaken. The small shops need at least 2 persons. 13ie 

personnel costs of small shops cotpare with the personnel costs of 

large shops. When cost of advertising, the cost of dividend stanps 

and the overheads are added, there will be no economic justification for 

small shops.

5.03 Break-even sales

The break-even point for these small shops is £3,000 per week 

(turnover minus VAT) or £156,000 per shop per year. The small shop 

managers have to strive hard and increase their sale to keep up for 

inflation and maintain a market sh^e. , Since 1/7 of the total 

sale is contributed by small shops at present, a fall in turnover will

I Summary of a talk given by G. V. J. Pratt, UK (The study was 
halfway through in UK at the time of the conference)
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be a drag on the movement. In view of the limited clientele, there are 

severe limitations to any saie increase in small shops.

5.04 Closing of small shops and cooperative image

Closing of small shops especially in rural areas, even though 

econcmically justified, may create a bad image among the matibers and 

others. When a decision to close a shop is arrived at, pressure 

groups operate against it. On the other hand, abn:?3t closing causes 

more troi^bles. To evolve a proposal to close a small shop by the mettoer 

beneficiaries may be more easily acceptable; but, this will be time 

and effort consuming.

5.05 M t e m a t i v e  sevioes

Before closing a shop, several alternatives are often considered. 

They are;

i) Introduction of a mobile service at fixed hours, 

ii) Opening of the small shop through part-time staff for limited♦
hours/days.

iii) Staff are encouraged to take over the management of the shop 

and continue the service to the camiunity.

In urban areas, viiere alternative facilities exist adequately, 

not much difficxilty is experienced in closing small uneconomic shops.

5.06 Stnall shops and planning

Opening or closing of small shops is considered carefully taking 

into consideration the needs of the members and the conmercial viability 

of the unit. This calls for elaborate planning at the local as also 

national levels.
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6.0 DECENTRALISED PLANNING; SWEDISH APPROACH"

6 .0 1  PLANNING AIi .̂S

KF'S AIM WAS TO ACHIEVE^

- T a r g e t - o r i e n t e d  activity

- Involvement in the planning process

- Creative thinking

- F l e x i b i l i t y  and readiness of action

- Accent on the view of the jnovement as a whole

- Efficient u tilisation of resources

I P a p e r  p r e s e n t e d  by R o l a n d  N o r m a n  a n d  R y d m a r k  o f  K F  S w e d e n
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THE STEPS OF A STRAT EG IC  PLAN ARE:

1. ANALYSIS OF THE PRESENT SITUAT

1.1 The planning unit (factory, coop society, 

department or division in KF)

- general policy to date
- important events in planning unit history

- products and markets
- personnel resources 

. - capital resources
- p r o f i t a bi li ty  and eff ic ie nc y
- strong and weak points

1.2 E nvironment

- competitors - strong and weak points
- relations to customers, public opinion, 

authorities, suppliers
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2. ANALYSIS OF THE FUTURE

2.1 Possible changes in the envircnment

- technological aspects
- political aspects or changes in 

general values

2.2 D efinition of targets

- future general policy
- operational targets

2.3 Plan of action - main alternative

- personnel
- research and development
- market
- production
- investments
- results ( profits)

2.4 Alter na ti ve  plans
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Analysi s of 
the en
vironment

P l a n n i n g

data

D i v i s i o n  

analysi s

Analysi s' of 
the present 
si tuation

Strong and
weak points.

\

Strategi c 
guide 1ines f

Goo pe ra ti V  
goals
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P )3  ACTION PROGRAMME OF KF

CONSUMER COOPERATIVE PROGRAMME OF ACTION 

G uidelines concerning

- Retailing

- Merchandise acquisition and assortment

- Production

- Environmental protection

- Culture

- Consumer information and consumer policy

- International cooperation

- Staff training

- Economy

- Democracy
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ENV I R O N M E N T A L  D EV EL OP ME NT

- Consumer policy and distrib ut io n  policy

- Competitive situation

- Consumer behaviour and attitudes 

“ Living conditions

- Consumption development

- Economic policy and general business conditions
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6.0^1 AN APPROACH TO DECENTRALISATION

TOP MANAGEMENT- 
"SECTOR"-LEVEL

MIDDLE MANAGEMENT- 
"SEC TIO N "-LEVEL

BASIC-
"EM PLOYEE"-LEVEL
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7.0 STRUCTURE OF ELANNIN3: FRENCH EXPEEOI3SCE ^

7.01 The French Structure

The structure of the French COOP organization (national and regional 

societies) does not include specific planning departments. Planning 

is vmderstood as a task:

a) to share between all services;

b) to organize and undei±ake responsibility by the general managers.

Vlien the general managers are not assigned a formal management fmotion, 

the planning procedures keep vague. Creation of a planning departmsnt 

is not the right answer because one must connect planning and decision 

making.

7.02 Planning is the task of the General Manager

If planning is the main task of a general manager, he woiiLd need 

time and authority for this. This calls for a decentralized mamgement 

with large and formal delegations of authority.

Planning is, like control, a maEagement procedure. But procedures 

are efficient when convenient structures exist.

7.03 Short, Msdiun and Long Range Planning

Short-term plans are settled by financial services through a 

budgetary procedure. The short-term financial forecasts (annxial sales, 

costs, margins, investments) are centralized by FNCC (National 

Cooperative Consumers Federation).

Mediun-range plans (2 to 5 years) are established by regional 

societies and by SGCC. Main points of those plans are centralized

I Summary of a paper presented by Dominique MICHAUT, Head of SGCC 
Sales Front Department.
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by national organization tc^ managers who discuss them v?ith regional 

society managers.

Long-range Plans. There are occasional reports and frequent 

thoughts on long-range activity, but there is no real plan for periods 

above 5 years.

7.04 Planning is linked to striicture and action

As Peter F. DROCKER would put it, planning has no force if it is 

not connected with urgent action. The French Consumer Cooperative 

Movianent thinks that long-term begins with the short term.

From this point of view, short-tenn planning should essentially 

have conjunctural actions as pxicposes, niedium-range planning, "stnactural 

quantitative", long-range planning, "structural qualitative".

Planning Conjunctural structural Quantitative Qualitative

Short-term X X

Medium-term X X

Long-term X X

7.05 Structixral quantitative

"Stpxrtural quantitative" is connected with medium-term and 

"structural qualitative" with "long-term" becaiase;

a) the qualitative makes the quantitative and the long term 

includes the median-term,

b) The more, term is far away, the less, calcxilate forecasts are 

possible.
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7.06 "Stmctural qualitative"

It is the field of managenEnt fundamental (foundaticai settling 

down) actions. Those actions have been well known for several years 

in bxisiness socie-t^. They are three:

i) A  general written policy describing;

a) the enterprise activity from a marketing point 

of view.

b) staff management essential principles.

c) financial managanent essential principles.

ii) A  target structiire (administrative chart) drawn with short

term actions getting closer to this target.

iii) A  review of the list and main characteristics of the most 

inportant procedures within short-term actions.

7.07 Planning and Delegation

Creating, negotiating and publishing each item of long-range 

planning is an litportant activity, llierefore this vrork must be carried 

out by the general manager. To achieve this task, he needs technical 

skill, time and authority. Long-range planning cannot be efficient 

without large and formal delegations of authority.
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A  B R I E F  S U R V E Y  O V E R  T H E  C O N S U M E R  C O - O P E R A T I V E  

M O V E M E N T  IN N O R W A Y

I n t r o d u c t i o n :

T h e  N o r w e g i a n  C o - o p e r a t i v e  U n i o n  a n d  w h o l e s a l e  s o c i e t y  was 

e s t a b l i s h e d  74 y e a r s  ago. T h e  consiiraer c o - o p e r a t i v e  m o v e m e n t  

in Norw a y ,  however, is m u c h  older.

S i m i l a r  to w h a t  h a p p e n e d  in m a n y  o t h e r  p a r t s  of E u r o p e  at 

the b e g i n n i n g  of the 19th century, s e v e r a l  a t t e m p t s  w e r e  m a d e  

to e s t a b l i s h  u n i o n s  b a s e d  on c o - o p e r a t i v e  principles.

T h e  c o n s u m e r  co-operatives g ot t h e i r  f i r s t  b o o m  p e r i o d  in 

N o r w a y  in the 1860s. T h e  W o r l d  E x h i b i t i o n  h e l d  in L o n d o n  

in 1862 h a d  its i n f l u e n c e  o n  c o - o p e r a t i o n  i n  Norway. S e v e r a l  

N o r w e g i a n s  v i s i t e d  the E x h i b i t i o n  and g o t  a c q u a i n t e d  w i t h  the 

w o r k  of the R o c h d a l e  pione e r s .

M a n y  consume: c o - o p e r a t i v e s  came into b e i n g  in thSi f o l l o w i n g  

y e a r s  a n d  in 1870 e v e n  a n a t i o n a l  u n i o n  was e s t a b lished.

Due to the f i n a n c i a l  c r i s e s  in the 1880s, how e v e r ,  m a n y  of the 

c o - o p e r a t i v e s  w e n t  into b a n k r u p t c y  a n d  the n a t i o n a l  u n i o n  

was d i s solved.

N e v e r t h e l e s s ,  some p r i m a r y  s o c i e t i e s  c o n t i n u e d  t h eir b u s i n e s s  

a f t e r  the crises a n d  in the 1890s f u r t h e r  a t t e m p t s  we r e  m a d e  to 

e s t a b l i s h  a n a t i o n a l  u n i o n  of c o - o p e r a t i v e s .  Due to lack of 

i n t e r e s t  a m o n g  the m a j o r i t y  of the p r i m a r y - s o c i e t i e s ,  p r o g r e s s  

c o u l d  n o t ‘be made.

Fi n a l l y ,  in 1906 the N K L  w a s  e s t a b l i s h e d .  N K L  w i l l  c e l e b r a t e  

its 7 5 t h  a n n i v e r s a r y  in the y e a r  1-981.
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R i g h t  f r o m  the s t a r t  t h ere w a s  a certain a m o u n t  o f  scepticism 

a m o n g  the c o n s u m e r  c o - o p e r a t i v e s  to the newly e s t a b l i s h e d  

c e n t r a l  o r g a n i z a t i o n .  N o t  e v e n  a l l  s o c i e t i e s  r e p r e s e n t e d  

at the f o u n d a t i o n  m e e t i n g  joined, N K L  s t r aightaway.

T h e  B o a r d  of D i r e c t o r s  in the N K L  t h e r e f o r e  d e c i d e d  to p u t  

in  m o r e  e f f o r t s  on i n f o r m a t i o n  a b o u t  the c o - o p e r a t i v e  

ideas. A  s p e c i a l  d e p a r t m e n t  w a s  o r g a n i z e d  to e n s u r e  

e f f e c t i v e  c o m m u n i c a t i o n .

N K L  s t a r t e d  the w h o l e s a l e  b u s i n e s s  in 1907, the y e a r  a f t e r  iti 

founda t i o n .

T h e  t w o  m a i n  o b j e c t i v e s  of t h e  o r g a n i z a t i o n  are;

- t h e  w h o l e s a l e  b u s i n e s s  a n d

i n f o r m a t i o n  and p r o p a g a t i o n  of c o - o p e r a t i v e  p r i n c i p l e s

A t  t h e  b e g i n n i n g  the i n f o r m a t i o n  and p r o p a g a t i o n  a c t i v i t i e s  

w e r e  d o m i n a n t ,’ but, later on the w h o l e s a l e  tradfe has 

p l a y e d  a m a j o r  r o l e  in N K L ' s  a c t i v i t y .

Ba c k g r o u n d :

N o r w a y  has a l o n g  c o a s t  line and is narrov/ i n  shape. It 

is a b o u t  430 k m  l o n g  a n d  f r o n  the b o r d e r  to the s e a  a t  its 

n a r r o w  e n d  it  is oiily 6.3 km.

T h e  t o t a l  a r e a  is 3 2 4 , 0 0 0  k m  of w h i c h  a p p r o x i m a t e l y  9 5 , 0 0 0  km 

is  s i t u a t e d  n o r t h  of the p o l a r  circle.

2
T h e  p o p u l a t i o n  is a b o u t  4 m i l l i o n  i.e. 12 p e r s o n s  p e r  k m  on 

a n  average.,

E x c e p t  for t h ree or fouif areas p e o p l e  live in the v a r i o u s  

v a l l e y s  a n d  in a s c a t t e r d  way. Due io l o n g  d i s t a n c e s  and
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so m e t i m e s  r o u g h  w e a t h e r ,  c o m m u n i c a t i o n  and t r a n s p o r t

can be difficult, w h i c h  of co u r s e  can i n f l u e n c e  the 

d e v e l o p m e n t  of the r e t a i l  trade as well.

A t  t h e  b e g i n n i n g  o f  this century, at the t i m e  w h e n  N K L  w a s  

e s t a b l i s h e d ,  N o r w a y  w a s  a m o n g  the p o o r e s t  co.iintries in 

Europe. A p p r o x i m a t e l y  70% o f  the p o p u l a t i o n  lived in the 

r u r a l  c o m m u n i t i e s  and o n l y  30% in u r b a n  areas.

V

I n d u s t r i a l i z a t i o n  was at its b e g i n n i n g  a n d  m a j o r i t y  of

the p o p u l a t i o n  w a s  e m p l o y e d  in p r i m a r y  i n d u s t r i e s ,  a g r i c u l t u r e ,

h u n t i n g ,  f o r e s t r y  a n d  fishiing. .

E m p l o y e d  persore b y  indust r i e s ;

19 0 0  1978

AgricultuiEi, hunting, f o r e s t r y

a n d  f i s h i n g  41.6 % 8.7 %

M i n i n g  a n d  q u a r r y i n g ,  co n s t r u c t i o n ,

m a n u f a c t u r i n g ,  e l e c t r i c i t y  'etc. 27 . 1  % 31.7 %

W h o l e s a l e  and r e t a i l  trade,

r e s t a u r a n t s  and h o t e l s  6.3 % 17.0 %

T r a n s p o r t ,  s t o rage and c o m m u n i c a t i o n  7.3 % 9 . 2 %

Fin a n c i n g ,  ins u r a n c e ,  r e a l  es t a t e  and

b u s i n e s s  service 0.2 % 5.3 %

C o m m unity, so c i a l  a n d  p e r s o n a l

s e r v i c e s  17.5 % 2 8.1 %

100.0 % 100.0 %

( S B £

S , - B
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a C C L >  P  f i - r  I O /V  A L  t > I S T R  i S U T / O  /V .

I 9 0 G

G e n e r a l l y  speak i n g ,  the c o n s u m e r  c o - o p e r a t i v e  m o v e m e n t  g o t  

its s t r o n g e s t  s u p p o r t  f r o m  p e o p l e  e m p l o y e d  i n  a g r i c u l t u r e  

and fishing.

E v e n  t o d a y  w i t h  a q u i t e  d i f f e r e n t  s t r u c t u r e  of  s e t t l e m e n t  

a n d  employmept^ the c o n s u m e r  c o - o p e r a t i v e  m o v e m e n t  has its 

s t r o n g  p o s i t i o n  in r u r a l  areas. In m a n y  d i s t r i c t s  t here 

is close c o - o p e r a t i o n  b e t w e e n  c o n s u m e r  c o - o p e r a t i v e s  a n d  th 

p r o d u c e r  c o - o p e r a t i v e  o r g a n i z a t i o n s  in a g r i c u l t u r e  and.'fishi^'

W h i l e  at the b e g i n n i n g  of the c e n t u r y  N o r w a y  w a s  a m o n g  the 

p o o r e s t  c o u n t r i e s  in Europe, its n a t i o n a l  i n c o m e  p e r  

capiia t o d a y  is a m o n g  the highest.
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W h a t  is t y p i c a l  of the c o n s u m e r  c o - o p e r a t i v e s  in N o r w a y ;

F i r s t  of  all the c o - o p e r a t i v e s  in N o r w a y  are o p e r a t i n g  in 

a small m a r k e t  v i z  4 m i l l i o n  people. Hence, the c o - o p e r a t i v e  

m o v e m e n t  in N o r w a y  is s m a l l  c o m p a r e d  to o t h e r  o r g a n i z a t i o n s  

i n  many E u r o p e a n  countries. How e v e r ,  a r e a s o n a b l e  p a r t  of 

the r e t a i l  and w h o l e s a l e  trade in N o r w a y  is s h a r e d  b y  the 

c o - o p e r a t i v e s .

F o r  s t a t i s t i c a l  p u r p o s e  the c o u n t r y  is d i v i d e d  into fo u r  trade 

zones. The c o - o p e r a t i v e  m a r k e t  share in the trade zones is 

a s  follows:

E a s t e r n  6.5 %

W e s t e r n  13.3 %

M i d d l e  20.5 %

N o r t h e r n  1 5 . 3  %

T o t a l  10.5 %

T h e  t rade w i t h  w i n e  a n d  spirits is t a ken care o f  by a 

s t a t e  liquor m o n o p o l y  in Norway. R e t a i l  trade of w i n e  

a n d  s p i r i t s  in 1977 a m o u n t e d  to 2.9 b i l l i o n  kroner. 

F u r t h e r m o r e ,  the c o - o p e r a t i v e s  are n o t  e n g a g e d  in the t r ade 

o f  cars either. If t h e  t u r n o v e r  of w i n e ,  s p i rits a n d  cars 

a r e  d e d u c t e d ,  the c o - o p e r a t i v e  m a r k e t  share comes to 14.6 %.

In the f o o d  s e c t o r  the m a r k e t  s h are is a b o u t  2 5 - 3 0  %. T h e  

c o - o p e r a t i v e  m a r k e t  s h are is h i g h e s t  in the c e n t r a l  t r ade 

zone, ard lowest in the e a s t e r n  zone.

T r a d i t i o n a l l y  c o - o p e r a t i v e s  have a s t r o n g h o l d  in the r u r a l  

d i s tricts.’ In the e a s t e r n  trade f i e l d  a g r e a t e r  p a r t  of  

the p o p u l a t i o n  lives in  towns and d e n s e l y  p o p u l a t e d  areas.

T h e  c o - o p e r a t i v e  s h are of the m a r k e t  is lower.



- 57 -

O u r  m a r k e t  s h a r e  i n  ftie b i g g e s t  c i t i e s  are:

4 % in O s l o

4 % in B e r g e n  

11 % in T r o n d h e i m

T h e  p r i m a r y  societies' t u r n o v e r  has d e v e l o p e d  in this w a y

Y e a r T u r n o v e r 1974 I n c r e a s e I n d i v i d u a l P e r  c e n t  of
in m i l l  k r p r i c e s % m e m b e r s p o p u l a t i o n

1910 5.2 54.2 1 6 . 0 0 0

1920 112.1 346.0 638 88.346

19 3 0 1 1 0 . 0 632.2 182 110.076 3. 9

1940 217.4 992.7 157 189.403

1950 614. 7 1,989.3 200 2 7 2 . 6 1 8

1960 1,338.5 2 , 7 8 2 . 7 140 308.733

1970 2 , 9 5 5 . 1 3 , 9 5 6 . 0 142 406.034

1979 7 , 8 30.4 5 , 1 9 6 . 0 131 5 2 3 . 5 5 0 12.8

L a s t  y e a r  the t u r n o v e r  in the p r i m a r y  s o c i e t i e s  a m o u n t e d  

to 7.,8 b i l l i o n  kroner.

F r o m  the f i g u r e s  we  c a n  l e a r n  t h a t  the i n c r e a s e  in t u r n o v e r  

c a l c u l a t e d  in f i x e d  p r i c e s  has b e e n  a p p r o x i m a t e l y  140% p r  

d e c a d e  f r o m  1950. B e f o r e  1940 the i n c r e a s e  in t u r n o v e r  was 

e v e n  higher, e s p e c i a l l y  in the f i r s t  d e c a d e  a f t e r  the 

e s t a b l i s h m e n t  o f  NKL.

T h e  above f i g u r e s  are in r e s p e c t  of s o c i e t i e s  a f f i l i a t e d  

to N K L  only. T h e  g r o w t h  in t u r n o v e r  in t h e  f i r s t  d e c a d e  is 

due to the fa c t  t h a t a l a r g e  n u m b e r  of s o c i e t i e s  b e c a m e  

m e m b e r s  o f  NKL, d u r i n g  t h a t ' p e r i o d .

T h e  h i g h e s t  n u m b e r  of m e m b e r s  i n  N K L  w a s  in 1956, 1,118. At 

the e n d  o f  19 79, 659 p r i m a r y  s o c i e t i e s  w e r e  a f f i l i a t e d  to NKI"
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In 1960 N K  L's C o n g r e s s  gave i t s  s u p p o r t  to a p r o p o s a l  of 

a m a l g a m a t i n g  s m a l l  s o c i e t i e s  in n e i g h b o u r i n g  d i s t r i c t s  in 

o r d e r  to s t r e n g t h e n  the c o - o p e r a t i v e  movement.

T h e  r e d u c t i o n  of  m e m b e r s  in N K L  f r o m  1956 up to n o w  is 

m a i n l y  a r e s u l t  of this decision. Some u n e c o n o m i c  s m a l l  

s o c i e t i e s  w e r e  d i s s o l v e d .

A p p r o x i m a t e l y  two th i r d s  of the societiffi have o n l y  one shop. 

Such s m a l l  s o c i e t i e s  are o p e r a t i n g  in small m a r k e t s  a n d  

their m e m b e r s h i p  is also small.

C o - o p e r a t i v e  s o c i e t i e s  a c c o r d i n g  to n u m b e r  o f  shops - 1979.

1 s h o p 448 s o c i e t i e s

2 II 104 II

3 II
41 II

4 II 26 II

5 It 12 II

6 - 1 0 II 28 II

11 - 15 II 9 II

16 - 20 II 8 II

21 - 50 It 10 II

M o r e  than 50 1 II

C o - o p e r a t i v e  ;s o c i e t i e s a c c o r d i n g to i n d i v i d u a l  m e m b e r s

Less tian 100 m e m b e r s 73

100 - 199 II 171
481 72

200 - 299 II 113

3 0 0  - 499 It 12 4

500 - 699 II
49

700 - 999 II 31

1 , 000 - 2, 999 II 69

3 ,000 - 4, 999 It
15

5 , 0 0 0  - over II 19

664
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72 % o f  the s o c i e t i e s  h a d  less t h a n  5 0 0  m e m b e r s  in 1979, 

a n d  o n l y  19 s o c i e t i e s  h a d  m o r e  than 5 , 0 0 0  m e m b e r s

S o c i e t i e s  d i s t r i b u t e d  a c c o r d i n g  to t u r n o v e r (1,000 kr) 1979

Le s s  than 1 m i l l 22 societies'^

1-2 II 100
"

2-3 II 106 I
3-4 II 74 II

4-5 11 53
’ J .

5 - 1 0 II 144 II

10-15 II 48 II

15-20 It 29 II

10-over 88 II

355 53.4^

664

22 s o c i e t i e s  h a d  less than 1 m i l l i o n  k r  in turnover. T hese 

s o c i e t i e s  can h a r d l y  c o v e r  t h eir e x p e n s e s ,  t h e r e f o r e  m a n y  

o f  t h e m  are s u b s i d i z e d  by NKD.

M o e  than a h a l f  h a v e  a t u r n o v e r  less th a n  5 m i l l i o n  kr, 

a n d  88 o n l y  h a v e  m o r e  t h a n  20 m i l l i o n s  in sale.

T h e  d i s t r i b u t i o n  of the size of t h e  c o n s u m e r  c o - o p e r a t i v e s  

e s p e c i a l l y  the s h o p s  a c c o r d i n g  to t u r n o v e r  in 1979 is as 

f o l l o w s ;

0 - 1  mi l l in t u r n o v e r 228 shops 13.1 %

1-2 " II 531 II 30.6 %

2-3 " II 304 II 17.5 %

3-4 "
/
II 175 II 10.1 %

4-5 ” II 124 II 7.1 %

5 - 1 0  " II 231 II 13.3 %

1 0 - o v e r II 144 II 8.3 %

•.1737 shops 100.0 %
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The m o d a l  v a lue in th i s  d i s t r i b u t i o n  is 1-2 millions.

A l m o s t  80 p e r  cent of the shops h a d  a t u r n o v e r  less than

5 m i l l i o n s .

T h e  m a i n  e x p e n s e s  in o u r  r e t a i l  shops n e x t  t o  the p u r c h a s e

of c o m m o d i t i e s  is wages, s a laries etc..

A n  a n a l y s i s  of the e x p e n d i t u r e  shows- the f o l l o w i n g  d i s t r i b u t i o n s :

W a g e s  and sa l a r i e s  e t c  56.1 %

I n t e r e s t  o n  l o a n s  14.4 %

Rent, e l e c t r i c a l  e n e r g y  and fuel 4.7 %

O u t g o i n g  f r e i g h t  a n d  f o r w a r d i n g  costs 1.6 %

O t h e r  o p e r a t i n g  e x p e n d i t u r e  12.1 %

M i s c e l l a n e o u s  3.2 %

D e p r e c i a t i o n  6.8 %

T a xes 1.1 %

T O T A L  1 0 0.0 %

L a s t  y e a r  w a g e  and s a l a r i e s  s h o w e d  a d e c r e a s i n g  p a r t  of t h e  

e x p e n s e s .  A t  the same time i n t e r e s t  o n  l o a n s  has been 

increasing.

T h e  i n c r e a s e  in s t a f f  c o s t  has be e n  l o w  in 79 due to the w a g e  

f r e e z e  a n n o u n c e d  b y  the g o v e r n m e n t  in 1978. On the o t h e r  

hand, th'e m e m b e r s  d e p o s i t s  i n c r e a s e d  c o n s i d e r a b l y  d u r i n g  

the same p e r i o d j w h i c h  led to h i g h e r  i n t e r e s t  expenses.

T h e  w a g e s  and s a laries h a v e  i n c r e a s e d  b o t h  a b s o l u t e l y  and 

r e l a t i v e l y  o v e r  a lo n g  p e r i o d  of time. T h e r e  are a n u m b e r  

of  r e a s o n s  for the d i f f e r e n c e  in s u r plus in t h e  s o c i e t i e s »

B u t  it seems that s o c i e t i e s  of m e d i u m  size turnover^' from 

5 - 1 5  m i i i i o n s  kr, are a p a r e n t l y  the m o s t  e f f i c i e n t  ones.



- 61 -

D i s t r i b u t i o n  o f  c o - o p e r a t i v e  s o c i e t i e s  a c c o r d i n g  to n e t  

s u r p l u s  in p e r  c e n t  of t u r n o v e r

Surplus in p e r  ce n t  

of t u r n o v e r  

0.1 - 0.5 %

0.6 - 1.0 %
1.1 - 1.5 %

1.6 - 2.0 %

2.1 - 3.0 %

3.1 - 4.0 %

4.1 - over

N u m b e r  of s o c i e t i e s

53

41

51

67

139

80

91

31.9 %

20.9 %

S o c i e t i e s  w i t h  a d e f i c i t

522

142 21 . 4  %

664 100.0 %

T h i s  table s h ows t h a t  the "mode class" has a s u r p l u s  o f  

2-3 p e r  ce n t  of t h e  turnover.

M o r e  than 2D p e r  c e n t  o f  the s o c i e t i e s  h a d  deficit.

One o f  the p u r p o s e s  w i t h  c o - o p e r a t i v e  s o c i e t i e s  w a s  to 

d i s t r i b u t e  the s u r p l u s  to the m e m b e r s  a c c o r d i n g  to purchase.

F r o m  time to time this is d i s c u s s e d  as to w h e t h e r  w e  s h o u l d  

c o n t i n u e  to p a y  d i v i d e n d  o n  p u r c h a s e  o r  not. Some p e o p l e  

a r g u e  that t h e  d i v i d e n d  on p u r c h a s e  does n o t  d r a w  n e w  

m e m b e r s  any longer. The h i g h e r  d i s c o u n t ,  for i n s t a n c e  as 

c a s h  d i s c o u n t  g i v e n  i n  p r i v a t e  shops is often quoted.

C o n s u m e r  c o - o p e r a t i v e s  in N o r w a y  are s t i l l  p a y i n g  d i v i d e n d  

o n  p u r c h a s e  to m embers.

In N o r w a y  the rule is that if a c o - o p e r a t i v e  s o c i e t y
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g u a r a n t e e s  a d i v i d e n d  on p u r c h a s e  to its m e m b e r s  b e f o r e h a n d ,  

the s o c i e t y  is e x e m p t e d  from the p a y m e n t  o f  V A T  for t h a t  amount. 

V A T  in N o r w a y  is 20 p e r  cent. This m e a n s  that a s o c i e t y  

t h a t  g u a r a n t e e s  dividenci s a ves 20 p e r  c e n t  of w h a t  is p a i d  

out. This is, o f  c o u r s e  a f a v o u r a b l e  a r r a n g e m e n t  for 

c o - o p e r a t i v e s .  B u t  on the o t h e r  hand, if  a s o c i e t y  d o e s  n o t  

h a v e  s u f f i c i e n t  s u r p l u s  for the d i v i d e n d  a p a r t i c u l a r  year, 

h a v i n g  coiranited in the p a y m e n t  of  d i v i dend, m o n e y  m u s t  

b e  found fr o m  the r e s e r v e s  instead. T h e r e  are e x a m p l e s  on 

this practice r e s u l t i n g  in e r o d i n g  the as s e t s  of the 

societies.

The m a j o r i t y  o f  s o c i e t i e s  p a y  1 or  2 p e r  ce n t  dividend.

So m e  s o c i e t i e s  w h i c h  se l l  f e r t i l i z e r s  to the farmers s o m e -  

tines p a y  6 or 7 p e r  cent. The h a n d l i n g  c o s t s  £ir these g o ods are 

small, thus the n e t  p r o f i t  is r a t h e r  good.

P e o p l e  in rural areas o f t e n  w i t h  agriciitural o c c u p a t i o n s  

e s t a b l i s h e d  c o n s u m e r  c o - o p e r a t i v e s  in o r d e r  to evade 

e x p l o i t a t i o n  o f  p r i v a t e  traders. Thus, in m o s t  cases 

t h e  s o c i e t i e s  w e r e  p r o m o t e d  as a c o n s e q u e n c e  t o  m e e t  

a l o cal n e e d  w i t h o u t  any r e g i o n a l  o r  c e n t r a l  planning.

A s  the (sntral o r g a n i z a t i o n  (NKL) h a s  e x p a n d e d  a n d  i n c r e a s e d  

in s t r e n g t h  it has c o o r d i n a t e d  the d e v e l o p m e n t  of the 

c o - o p e r a t i v e .  It has t r M  to fo r m  a n a t i o n w i d e  p o l i c y  in 

th i s  matter. . ' ‘

The  m o s t  i m p o r t a n t  d e c i s i o n  was m a d e  at N KL's Con g r e s s  in 19 6 0  

w h e r e  it w a s  d e c i d e d  to wo r k  for an a m a l g a m a t i o n  of 

small'.neighbouring s o c i e t i e s  i n t o  b i g g e r  and mojE o p e r a t i v e  

societies.

In o r d e r  to  m e e t  the c o m p e t i t i o n  f r o m  p r i v a t e  trade, it  was 

o b v i o u s  that an i n c r e a s e d  i n v e s t m e n t  i n  shops, d e p a r t m e n t  

stores etc, W o u l d  b e c o m e  n e c e s s a r y  and t h a t  the societies' 

e c o n o m i c  status h a d  to be s t r e n t h e n e d  for this purpose.
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A s  t h e  int e r n a l  m i g r a t i o n s  ha v e  lead to an i n c r e a s e  in 

p o p u l a t i o n  in cities, suburbs, a n d  i n d u s t r i a l  a r e a s ^ i t  has 

b e e n  n e c e s s a r y  to s t r e n g t h e n  the c o n s u m e r  c o - o p e r a t i v e  in the 

same districts.

In short, t h e  p l a n  has be e n  to a m a l g a m a t e  s o c i e t i e s  in a 

g i v e n  a r ®  s u c h  as the same v i l l a g e  or town^ a nd to 

b u i l d  d e p a r t m e n t  s t o r e s  in the v i l l a g e s  and f o o d  st o r e s  in 

the d i s tricts. The N K L  e x p e r i e n c e  is th a t  p e o p l e  are inclined 

to p u r c h a s e  n o n - f o o d  at  c e n tral p l a c e s  with, b e t t e r  bargairs thJ 

can be e x p e c t e d  in shops in s p a r s e l y  p o p u l a t e d  areas.

A n  i n c r e a s i n g  n u m b e r  of p r i v a t e  cars h a v e  m a d e  it e a s i e r  for 

p e o p l e  to do t h e i r  s h o p p i n g  in c e n t r a l  places.

A s  a p a r t  of this p l a n  N K L  s t i m u l a t e d  the s o c i e t i e s  to build 

d e p a r t m e n t  st o r e s  i n  cities and c e n t a l  v i l l a g e s ,  a n d  t o d a y  

there are 5 8 d e p a r t m e n t  st o r e s  w h i c h  a r e  a p p r o x i m a t e l y  one 

h a l f  of all d e p a r t m e n t  stores in Norway.
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D e t a i l s  of the Re t a i l  O u t l e t s  in the 

C o - o p e r a t i v e  S e c t o r  in N o r w a y

N u m b e r2 ______
D e p a r t m e n t  stores (over 1400 m  sales area) 5 8

2
S u p e r m a r k e t s  (800 - 1400 m  sales area) 69

F o o d  stores 1432

Food, fish, milk, f r u i t  shops 11

W e a r i n g  a p p a r e l  a n d  t e x t i l e  g o o d s  36

Hardw a r e ,  e l e c t r i c a l  a p p l i a n c e s ,  f u r n i t u r e  79

O t h e r s  52

1737

Be s i d e  the e x p a n s i o n  i n  d e p a r t m e n t  stores, N K L  has t r i e d  

to m a k e  the shops m o r e  attractive.

T h e  l a s t  m e n t i o n e d  is a l s o  a p a t  of N K L ' s  m a r k e t  policy.

E f f o r t s  have also b e e n  m a d e  to s t a n d a r d i s e  the m a r k e t i n g  

p r a c t i c e s  of c o - o p e r a t i v e s .  N K L  has i n t r o d u c e d  a co m m o n  

symbol, an o r a n g e  S in a square. In so m e  d i s t r i c t s  the 

c o - o p e r a t i v e s  a d v e r t i s e  in n e w s p a p e r s ,  also as a p a r t  of 

t h e  m a r k e t i n g  policy.

Fr e e  P r o d u c t s  (non-br'anded g o o d s )

G e n e r a l l y  speaking, the p r i c e s  in c o - o p e r a t i v e s  are the same 

as the competitors. B u t  there are m a n y  d i f f e r e n c e s  a n d  l o c a l

s o c i e t i e s  are free to d e c i d e  their o w n  p r i c e  policy.
t

N K L  w a s  the ^ i r s t  in N o r w a y  to i n t r o d u c e  "free products" 

a t  the b e g i n n i n g  of this year, and w i t h  a g r e a t  success.

A l l  t hese p r o d u c t s  are p a c k e d  in blue and w h i t e  c o l o u r e d  p a c k i n g  

w i t h  p r o d u c t  n ames and i n f o r m a t i o n  a b o u t  the content. There 

is n o  t rade mark, t o o t h p a s t e  is si m p l y  called toothpaste. T h e r e  

is no a d v e r t i s i n g  d f  the p r o d u c t s  a f ter the i n t r o d u c t i o n  either. 

The p r i c e  is 15 - 35 p e r  cent lower t h a n  t h e  n o r m a l  level.



- 65 -

A Q - Z i l f

T h e  i n t r o d u c t i o n  w a s  r e f e r r e d  to on  T V  a n d  a f t e r w a r d s  it 

w a s  c a l l e d  the b r e a k - t h r o u g h  for T V  a d v e r t i s e m e n t  in Norway.

So far N K L  h a s  i n t r o d u c e d  17 " b l u e / w h i t e "  products.

A s s i s t a n c e  to small shops

A  p r o b l e m  facfed b y  m o s t  c o u n t r i e s  in E u r o p e  is the s u r v i v a l  

o f  the shops in s p a r s e l y  p o p u l a t e d  areas.

In 1976 the N o r w e g i a n  g o v e r n m e n t  i n t r o d u c e d  a s u p p o r t  to/
shops in s p a r s e l y  p p u l a t e d  areas.

S m a l l e r  g r o c e r y  s h o p s V w h i c h  f u l f i l l  the c o n d i t i o n s  for t h e  

g r a n t i n g  of support m a y  o b t a i n  i n v e s t m e n t  s u b s i d i e s  or financi' 

s u p p o r t  to ke e p  th e m  goifig.
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Be f o r e  the g o v e r n m e n t  s u p p o r t  came i n t o  use, in 1974 the 

B o a r d  o f  D i r e c t o r s  in N K L  d e c i d e d  to grart.t 1 m i l l i o n  k r  

p e r  y e a r  for the n e x t  5 y e a r s  to a f u n d  for i n v e s t m e n t  loans 

and f i n a n c i a l  s u p p o r t  to small c o - o p e r a t i v e  shops in i s o l a t e d  

or  s p a r s e l y  p o p u l a t e d  communities.

A f t e r  t h e  g o v e r n m e n t a l  s u p p o r t  was l a u n c h e d ^ i t  was d e c i d e d  

t h a t  o u r  s u p p o t t  s h o u l d  o n l y  be g r a n t e d  a f t e r  the state 

s u p p o r t  has be e n  c onsidered.

T h e  N K L  s u p p o r t  for o p e r a t i n g  a b u s i n e s s  m a y  o n l y  be g r a n t e d  

t o  shops h a v i n g  a g r o c e r y  sales of m o r e  th a n  1.2 m i l l i o n  k r  

a n d  s t i l l  m a k i n g  a deficit.

Maximvmi a m o u n t  g r a n t e d  is 30 , 0 0 0  k r  p e r  shop. A  s o c i e t y  

r u n n i n g  m o r e  than one shop m a y  be g r a n t e d  up to 30,000 kr  

pe r  shop.

T h e  i n v e s t m e n t  lo a n  is free o f  i n t e r e s t  a n d  i n s t a l m e n t  for the

f i r s t  five years. T h e  m a x i m u m  loan g r a n t e d  p e r  shop is

1 0 0 , 0 0 0  kr.

In 19 7 9  a r a t i o n a l i z a t i o n  p r o g r a m m e  for small shops c a l l e d  

" S - n a e r k j 0 p "  ( S - n e i g h b o u r h o o d  shop) w a s  introduced.

O n e  o f - t h e  m a i n  p o i n t s  i n  this p r o g r a m m e  w a s  the r e d u c t i o n  in 

■ftie n u m b e r  o f  a r t i c l e s  ( v a r i a n t s ) . The n u m b e r  o f  g r o c e r y  

a r t i c l e s  in these shops was l i m i t e d  to 1000. Th i s  a p p r o a c h  

b r o u g h t  a degree of e f f i c i e n c y  in r e g a r d  to i n v e n t o r y  o f  

the s m a l l  shops.

A b o u t  400 s h o p s  we r e  i d e n t i f i e d  as p o t e n t i a l  "S-naerkjjz^p" 

s h ops a n d  a b o u t  120 have so far a d o p t e d  the concept.

T h e s e  i n n o v a t i o n s  are m e a n t  to m a i n t a i n  the s mall shops

in r u r a l  areas and c o n t i n u e  t h e i r  service to members.
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Tfe'a o n l y  a l t e r n a t i v e  w o u l d  be to c l o s e  the shop..

M a n u f a c t u r i n g  I n d u s t r i e s  in the C o - o p e r a t i v e  

S e c t o r  in N o r w a y

N K L  has today:

2 c o f f e e - r o a s t e r i n g  p l a n t s  

1 m a r g a r i n e  f a c t o r y  

B  b a k e r i e s  

1 f l o u r  m i l l  

1 c a n n e d  f i s h  f a c t o r y

1 f a c t o r y  p r o d u c i n g  jam, m a r m e l a d e  a n d  juice e t c  

1 spice f a c t o r y

1 shoe f a c t o r y

Up to the la s t  y e a r  N K L  a l s o  h a d  a f a c t o r y  p r o d u c i n g  ready-made 

garme n t s ,  b u t  th i s  h a s  c l o s e d  d o w n  due to the c o m p e t i t i o n  

f r o m  abroad.

In a d d i d t i o n  two o f  the N orth f a c t o r i e s  are s i t u a t e d  in 

Norway, a c h o c o l a t e  f a c t o r y  in O s l o  a n d  a soap f a c t o r y  in 

Stavanger.

T h e  N o r t h  f a c t o r i e s  are jd)int n o r d i c  p r o d u c t i o n  of d e t e r g e n t  

a n d  c h o c o l a t e  products.

T o t a l  t u r n o v e r  e x c l u d i n g  V A T  w a s  482 m i l l i o n  k r  in 1979, of  

w h i c h  7.2 m i l l i o n  w a s  e x p o r t e d ( m a i n l y  c a n n e d  fish). N K L  has
I

r e d u c e d  its own p r o d u c t i o n  in r e c e n t  ^ r s .  N K L  has m a d e  

a g r e e m e n t s  w i t h  o t h e r  p r o d u c e r s  a b o u t  p r i v a t e  b r a n d  production 

T h e  m o s t  i m p o r t a n t  de a l  in this r e s p e c t  has b e e n  the 

a g r e e m e n t  w i t h  the farmers' c o - o p e r a t i v e s  c o n c e r n i n g  

p r o d u c t i o n  o f  m e a t  products.

In 1979 the t u r n o v e r  in N K L  p a s s e d  3 b i l l i o n  NOK. B: was an
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i n c r e a s e  o f  6.6 p e r  c e n t  c o m p a r e d  to the r e s u l t  in  1978.

In the f i rst ha l f  o f  this y e a r  the t u r n o v e r  has i n c r e a s e d  

13.8 p e r  cent a n d  the w h o l e s a l e  p r i c e  i n d e x  shows an 

i n c r e a s e  of  a p p r o x i m a t e l y  10 p e r  cent. T hese figures 

i n d i c a t e  an i n c r e a s e  in v o l u m e  c o m p a r e d  w i t h  1979. P a r t  

of  t h e  i n c r e a s e  is due t o  the fact t h a t  w h o l e s a l e  trade w a s  

l o w  in the f i rst h a l f  of  1979.

In 1979 the i n c r e a s e  of the e x p e n s e s  w a s  m o d e r a t e  due to 

the w a g e  a n d  p r i c e  f r e e z e  l a u n c h e d  by  the g o v e r n m e n t  in 

1978.

E v e n  t h o u g h  the t u r n o v e r  s h o w e d  a s m a l l  i n c r e a s e  in 19 79 

the r e s u l t  b e c a m e  s a t i s f a c t o r y  as the e x p e n d i t u r e  also 

i n c r e a s e d  m o d e r a t e l y .

F r o m  A p r i l  this y e a r  there has b e e n  a g e n e r a l  rise in 

w a g e s  and for N K L  i t  woilild be a p p r o x i m a t e l y  15 p e r  cent 

h i g h e r  th a n  l a s t  year.

T h e  r a t e  of i n f l a t i o n  w i l l  o f  c o u r s e  be m u c h  h i g h e r  in 

19 8 0  c o m p a r e d  wth 1979. A c c o r d i n g  to the l a s t  p r o g n o s t i c s  

the c o n s u m e r  p r i c e  i n d e x  w i l l  i n c r e a s e  1 0 -11 p e r  cent this 

year.

B e i n g  a w h o l e s a l e  o r g a n i z a t i o n ,  the m a i n  ta s k  for N K L  is 

to s t o c k  and d i s t r i b u t e  g o o d s  to the co-o p e r a t i v e s .

In o r d e r  t o  m a k e  i t s e l f  m o r e  e f f i c i e n t  in this r e s p e c t

N K L  h a s  b u i l t  four r e g i o n a l  w a r e h o u s e s  in the 1970s. T o d a y

there i s  a n e w  w a r e h o u s e  u n d e r  c o n s t r u c t i o n  in Oslo w i t h
2

an  a r e a  o f  30,000 m  , v/hich w i l l  be N K L ' s  b i g g e s t  warehouse.

The w a r e h o u s e  in S t a v a n g e r  will be e x t e n d e d * b y  8,000 m
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a n d  in S k i e n ( 3 0 0  k m  s o u t h  w e s t  o f  Oslo). A  n e w  w a r e h o u s e ,  

m a i n l y  for s t o r a g e  of food and o t h e r  c o m m o d i t i e s  for d a i l y  

use, is c u r r e n t l y  u n d e r  c o n s t r u c t i o n .

T hese i n v e s t m e n t s  are b u d g e t t e d  to 190 m i l l i o n  NOK.

It is f u r t h e r  d e c i d e d  that NKL s h o u l d  b u i l d  a n e w  t e x t i l e  

cen t r e  o u t s i d e  O s l o  a n d  sh o u l d  serve as a c e n t r a l  w a r e h o u s e  

for textiles, g a r m e n t s ,  shoes, etc. f o r  all the co-operatives 

in N o r w a y .’

T h e  shoe p r o d u c t i o n  h a s  s t o p p e d  t h i s  y e a r  and t h e  f a c t o r y  

for r e a d y  m a d e  g a r m e n t s  w a s  c l o s e d  a cou p l e  of y e a r s  ago.

T h e  m o s t  s u c c e s s f u l  f a c t o r i e s  are: the f lour m i l l  in Stavabgem 

t h e  m a r g a r i n e  f a c t o r y  in Oslo a n d  the R^zfra f a c t o r y  p r o d u c i n g  

jam, marmeladeir j u ice e t c . . This y e a r  the f l o u r  niill is 

c e l e b r a t i n g  its 50 t h  a n n i v e r s a r y  and c o v e r s  17 p e r  c e n t  of  th* 

N o r w e g i a n  m a r k e t  for flour.
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In t h e  p r o d u c t i o n  of  fl-d>ur for h u m a n  c o n s u m p t i o n  the m i l l  

i s  t h e  se c o n d  b i g g e s t  in N o r w a y  and t h e  o n l y  one w h i c h  

distrii.butes flour a l l  o v e r  the country.

O u r  m a r g a r i n e  f a c t o r y  c o v e r s  100 p e r  c e n t  of the m a r g a r i n e  

sales in the c o - o p e r a t i v e  shops.

T h e  o n l y  s e c t i o n  w h e r e  t h e r e  has been some e x p a n s i o n  is in 

the b a k e r y  market. T o d a y  there a E  13 b a k e r i e s  spread o v e r  

the c ountry, Tha b a k e r i e s  are o p e r a t i n g  in close c o - o p e r a t i o n  

w i t h  the f l o u r  mill.

The " b u y i n g - l o y a l t y "  f r o m  the s o c i e t i e s  has i n c r e a s e d  and 

i n  '1979 t h e  s o c i e t i e s  p u r c h a s e d  47.4 p e r  cent of t otal 

p u r c h a s e  of  c o m m o d i t i e s  in NKL. However, if c o m m o d i t i e s

v/hich the NICL i s - m a r k e t i n g  is c o n s i d e r e d ,  4ie share is 59.2 %.

In o r d e r  to r a t i o n a l i z e  the o r d e r i n g  s y s t e m  N K L  _is nov; 

i n t r o d u c i n g  p o r t a b l e  c o m p u t e r  t e r m i n a l s  in the societies.

The shop m a n a g e r s  c a n  t h e n  o r d e r  d i r e c t l y  on  t e l e p h o n e  to

the EDP t e r m i n a l  in the r e g i o n a l  w a r e house.

T h e  p r o s p e c t s  for 19 81 are uncertain^ as it  is n o t  k n o w n  as 

t o  w h a t  a c t i o n  the g o v e r n m e n t  w i l l  take to r e d u c e  the i n f l a t i o n  

rate. In case o f  a r e p e t i t i o n  o f  a p r i c e  fre e z e  by the 

Go v e r n m e n t ,  t h e  s o c i e t i e s  w i l l  f i n d  i t  d i f f i c u l t  to g e t  

t h e i r  e^tpenses covered.
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DEVELOPMEM'S IN RETAILING IN FINLAND^

The Ministry of Conroerce and Industry in Finland has spDnsored 

a project cn the developient and structure of retailing. There have been 

sotie changes in' the envircranental scene in Finland with the organisational 

and econanic concentration of markets. Marketing channels have 

been fomned basically of large general and departmental stores and this 

has resulted in over-capacily and excessive selling space in urban areas. 

As general retailing is concentrated in four major channels, this affects 

their operations in rural areas leading to ^ o p  clos;ares and to the 

deprivation of rural consumers of essential services.

This excessive investment in urban areas resxiLts in a lower 

return on coital so that retail organisations tend to close their less 

profitable shops - often small shops in rural areas making little con

tribution to the revenues of the organisation. These develcpnents have 

been increasingly financed by borrcwing and this trend leads to calls 

for the control of "social waste". The question is whether piiblic ccntro] 

on investment in retailing should be imposed in the hope that such 

regulation will result in better investment planning.

A  survey of this problem calls for a description of the 

develc^stent of general retailing in every-d^ goods in the seventies / 

noting the niitiber and type of shops, their sales, floor space in square 

metres with breakdowns by region and for urban and rural areas. In such 

an analysis co-efficient-can measure capacity grcwth and retail performanc 

in different markets - as by floor space per inhabitant, sales per square 

metre, sales per head of local popiolation etc. These co-efficients 

reflect changes in demand and consumer behaviour and the coipetitive 

sitmtion during the seventies.

The figures shew that there has been a considerable increase in large 

shops in certain towns res\iLting in a sharp rise in floor space per 

inhabitant and a decline in performance as measured by sales per square 

metre.' In these towns large cfepartment and general stores dominate the

I Condensed version of a paper presented by Erkki M  Salonen, Labour 
Institute of Economic Research, Finland
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retail txacfe and there have been many closuces of small and of specialised 

shops. This has not happened, however, in the largest towns where strong 
and elastic (femand has so far ensured the survival of a vairiety of 

different kinds of shops.

In rural areas shop closures have folicwed the movement of people 

to the tcwns. Although the nu±>er of shops in rural areas has (feclined, 

floor space has been fairly constant and has increased in some rural areas 

as new types of shops have been opened. Shop closures in rural areas 

seems to be related to over-capacity in local towns. Rural people often 

sean to travel considerable distances to do their shopping and thus weaken 

the position of local shops.

Nine shops out of ten in Finland are controlled by large retailing 

organisations and this si^ggests that closiares in rural areas are often 

made by these large organisations on the ground that the shops are not 

sufficiently profit^le. It is difficult, however, to prove that these 

organisations have paid too little attention to the social needs of 

oonsumers in rural areas; for large organisation may be in a better 
position than independent prcprietors to keep small rural shops open and 

may wish to do so as part of their ocitpetitive strategy - to maintain 

a presence notwithstanding possible local losses.

Corpetition between these large organisations seems to account for 

some of the excess capacity in certain tcwns to maintain their market 

shares. If one organisation has a large m o d e m  store in a tcwn the 

others feel obliged to match it. Failure to do so is likely to mean losing 

ground; so that the ej^jansion of one organisation is only too likely to 

lead to over c^acil^. The organisations make special offers and advertise 

heavily but it does not follow that prices to the oc3nsxitier will necessarily 

be the lowest possible. There may be local losses carried by the vdiole 

organiscition; but scmsone has to p ^  for excess opacity. Ihe real savings 

of large scale operation should be passed on to the consumer, but, if 

large stores are half aipty, the savings are less apparent. More research 

is needed to discover to what extent over capacity has affected the 

eooncmies of large scale retailing and worked against the consumer interest.
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Ihe problem of over c^acity is not new. Thene used to be 

a very large nut±>er of small shops in Finland , each having a kind of 
local monopoly sitiiation based on inelastic demand. This was inefficient 

Prices were often high becaijse of distribution costs and quality sote- 

tiites lew. Hae co-operative movements pioneered large scale distribution 

in Finland. Inccmes and mobility increased and shops became larger and 

mo3:e efficient. But the building of si:?^rmaricets did not necessarily 

step at the point of maximum efficiency such as would have served the 

oonsuner interest. The elasticily of demand seems to have been unbearably 

and to have driven retailers to introduce iitperfections into the market. 

Local market situations have developed into chain operations but more 

wDik is needed on evaluating investment in retailing and the economic 

perfoimance of the distribution system.

Investment in retailing in Finland has increased considerably since 

the mid sixties, reflecting reorganisation by major retailers; but the 

relaticai of investment in retailing to gross investment in the econorry 

as a viiole has been relatively less. On the other hand this investment 

has contributed to a much larger share of Value Added in the Grass Natioia 

Product and ^ a r e  of enplcyment in the total labour force. On the macro 

level the efficiency of investment does not seem to justify measures for 

regulation.

During this period the ratio of Added Value in Retailing to the Gross 

National Product, vdiich is an ^proximate of gross margins, has been 

relatively stable. In spite of rapidly rising costs the trade has not 

absorbed resources in proportion so the operation is fairly efficient. 

Finland is a country with a low ratio of Value Adc3ed to Gross National 

Product in retailing, like Sweden, Britain and the Federal Repi±ilic of 

Germany. In these countries the degree of concentration in the retail 

trade is high ^ d  consiitErs' co-cperative movements are strong. These 

factors sean to be related to each other and to contribute to a 

relatively good economic performance.
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APPENDIX TO Ch 4 (a)

POKTFOLIO MANAGEMENT (BOSTON MATRIX) 

Objective To analyse the balance and risk division between 
the different fields of opex'atlon/products in the 
company. To examine whether the company at the moment 
has sufficient good profit making products and also 
the growth possibilities for own, good profit making 
products in the future into which the company should 
direct investments.

^market
^growth
great

Rising star 

/

Question mark

—  ^
o

small Milk cow Dog \

+ cT

+/- = cash flow

Size of circle ill
ustrates relative 
share of product in 
turnover, profit, ei

lOx
4 — great small

Relative market position (in relation to largest competitor=x )

value

- has the company a future with "question marks"?

- are there "rising stars" for tomorrow"s needs?

- has the company sufficient "milk cows" to guarantee 
liquidity? .

- how can it get rid of the "dogs"?

- are the various branches/number of products at 
different stages in balance when considering the 
future development of the company?

The Portfolio Management procedure is to a large 
extent.based on the so-called Learning Graph Theory 

■ in which a powerful link between profitability and 
market position has been found which is largely based 
on the all-round increase in knowledge in the company 
(production, marketing, product development, etc) the 
more/longer the operation is carried on.

price
discount possibility to weaken 
competitors' position

time
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APPENDIX TO Ch 4 (b)

BUSINESS IDEA = A WAY OF MAKING MONEY

Objective - knowledge of success factors
- direction criteria

Business Idea

- create a system that illustrates in a concret wa 
existing relations within the company

- illustrate operations in their entirity
- is a product of historical development; the res 

of a long process of learning and development
- due to its complexity it is difficult to copy
- represents exceptional ability or skill
- represents compatibility between the different 

constituent factors

Analysis of the business idea requires a picture i

- the territory which the company controls/intendi 
to control

- of the products/systems it offers in the territi
- of the resources and internal relations in the 

company which gave company its controlling posii

Ta^  Market segment 
and its demands

©
Vho se 
problems 
are we 
solving?

Good compatibility = 
high overall efficiency 
profitability

Products and servic 
'•benefit” to custom

Vhat problems 
we solving?

How do we manage the solution 
process of the problem?

©C.lWay to work
Good compatibility = 
high internal 
efficiency

Finay

Organization 
Direction and control 
Management method 
Planning
Solution of problems 
Remuneration 
Production system, etc,

result; After many development phases often a unique 
entity that retains its superiority in rela^ 

to copyists.
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SCME ASPECTS OF SElJ-MAISlAGEiyiENT PIANNING IN YUQOSEAVHAN A3RICULTORE

AND ( O p e r a t i v e s  w i t h  f o c u s  o n  p i a n n i n g

Ihe system of self-iianagement planning is the most efficient, 

but also the most difficult form of planning in Yugoslavia. It is 

based on the active participation and the endorssnent of viewpoints 

by numerovis planners as a result of great efforts by the management 

organs and professional services of all self-managanent organizations 

and ccramunities and socio-political cornnunities.

The specifics involved in agricultural production make the sitiaation 

even more ccirplex. Difficulties arise fron the fact that the majority 

of production capacities are the property of agricultural workers, vdiose 

great niitiber and randan nature in business cause special problems in 

planning. The given problems are responsible for the present mid-term 

plan for total agricultiiral production to have been made on the level 

of socio-political ccnmunities. Hie plans include organisations of 

associated labour in the area of primary agricultural production.

The plan for organizations of associated labour in the field of primaiy 

agricultural production and organizations of associated agricultxaral 

vjorkers did not include the development of the largest, by number and 

production c^jacities, category of agricultural farms and they v;ere 

left to the forces of nature. This ^proach made it ittpossible to 

coordinate the developmental plans of the total agricultural socio

political coimunity with develc^xnental plans for all agricultural 

organizations of associated labour in the area of primary agricultural 

prodixrtipn and associated agricultural workers.

Plan Function and Contents

The agricultural workers organizational plan contains:

- An agricultural production program taking into consideration total 

village capacities within the framework of a natural program, also 

giving a prO(5uction program for associated agri<iultiiral wrkers.

I Paper presented by Dr. THODOROVIC, YUGOSLAVIA
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- Production and business costs for realizing total production, 

especially for realization of production by associated agricultural 

workers.

- Q u m tftyand value of total goods produced and break-down according 

to type of products and to goods produced by associated agricultural 

vrorkers, with special attention given to linking production with 

processing and turnover on an income basis.

- Service costs.

- Research and mastering new techniques and technolo^.

- Organization of work and utilization of work tine with special 

attention to organizing workers in joint use of machinery, and jointly 

establishing fruit orchards and vineyards, in the joint production of 

other agricultural products, and better utilization of land.

- Productivity and business efficiency.

- Program for investments in production capacities of joint interest 

and in production opacities of associated agricultural workers with 

special attention to investments that contribute to the more rapid 

animation of production and work potentials of agricultiBral workers 

and workers in general, in the sense of increasing production accepted 

by the market, conpleting the technological process, as well as solving 

the problem of storage and preserving agricultural products. Heu^y, 

special attention is being given to joint investments workers and 

associated agricultural workers and joint investments with interested 

organizations of associated labour for the purpose of mitual]^ realizing 

inccme.

- In the framework of investments, the plan includes the development

of additional activities through building up the capacities of y small- 

scale ccmnerce", tourist developitent, etc.
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- The mutual rights, responsibilities and obligations of agricultural 

vorkers and vrorkers in acquiring incone and its distribution

with special notice of the need for strengthening econonic and social 

security of associated agricultural WDrkers (pension and health 

insurance funds) and the fomation of a solidarity fund for this 

purpose.

- Basic elanents for establishment of prices and placement of goods.

- Crediting and the conditions for investment credits and on-running 

needs.

- Bases and criteria for distribution of income of associated agric- 

xiLtural vrorkers and workers for personal, joint and ccnmon spending, 

for the expansion, of the material foundations of labour, for reserves, 

for personal income and joint spending.

- .Training'aad special advancement courses for agricultural workers and

others for carrying out production and self-itianagement functions, 

enployment, hiring, the development and training of cadre, especially 

for work on agricultural farms.

Cbligations to other organizations or ccnniunities with vdiich the

organization of agricultural workers has formed an association or

joined together to create an incane jointly, for purposes of satisfying

personal and general social needs and interests.

- Secxiring the means and other conditions for carrying out the tasks 

and activities in the sphere of self-defence and civil defense.

- Ensuring preservation and inprovement of the environment.

- Securing material, financial and other reserves.
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The organizational plan for agricultural workers cxDntains work 

assingnments for constant advanoanent of socialist self-management 

relations In agriculture and the village, for advancing organization and 

vork methods of self-managenent organs, and for realizing the inalienably 

rights of associated agricultural workers and others.

The plan also oonfintis the necessary measures, itethods and forms 

as well as the msans for informing agricultural workers and workers 

in general on all inpsrtant issues related to the realization of 

this plan.
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