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P R E F A C E

Ihis docnmeat, -ent:j.tled "the Report of the National Seminar on 
Gonsvmers Cooperation in Iran" is an outcome of the discussions conducted 
at the Seminar held at Teheran, Ihe seminar was conducted ty the Central .
Gboperaitive Organisation of 'tiirough the Persian medium, Bacltground and
working papers prepared by the ICA Resource Persons were translated into 
Persian for the use of liie participants. Ihe discussions held at the various 
sessions of the Saninar were interpreted into English for the IGA Resource 
Persons, Ihe final report of the seminar, vMch was adopted by tflia Seminar 
at its final session, was in Persian,. Bie ICA was later on supplied with a 
copy of the report in English, Die present document is based on the
English version of the report,

%
The report has been divided in the following manner :
1, Introduction to the Seminar
2, Objectives of the Seminar
3, Proceedings of the Seminar

■ Main recommendations of the Seminar

Tbe appendices include the following :

i. Brief summaries of lectures
B, Programme of the Seminar
C, List of Participants
Dll List of papers circulated
E, A Select Bibliography on Consumer Cooperation
Additional copies of this document are available with the Publications 

Department of the ICA R^ional Office and Education Centre fo!r South-East Asia 
New Delhi.

Ragnar Arvidsson 
Joint Director (Administration) 

ICA Regional Office & Education Centre 
Seminar Leader

For additional-copies please write to: The Publications Department, 
International Gooperatiye Alliance, Regional Office, and Education 
Centre for South-East Asia, Post Box 3021, 43 Friends Colony, New 
Delhi-Lt, India. Price-per copy; US Gents 35, or Indian Rs.2.50.



INTERNATIDIfAL COOPERATIVE ALLIANCE 
R^ional Office & Education Centr,e 
for South-East Asia
4.3 , 5̂ :'iends' Colony, New Delhi-14. (INDIA) S/Novmber 28, 1969

•REIORT 
OF ‘*THE

NATIONAL SMINAR ON OONSIMBRg  ̂GOOHSRATION Hr IRAN 

Introduction
A national seminar on Consumers Cooperation was organised I37 the 

•Central Cooperative Organisation of Iran in collaboration iriLth the Inteiv 
national Cooperative Alliance Regional Office and Education Centre, for South- 
East Asia and the Sepah Considers Cooperative. • The Seminar was held at 
Teheran at the Institute of Cooperative Education and Research of the 
TMiversity of Teheran between May 18 and 29, 1969* The ICA made avHlable 
three officers to act as resource persons- tp' the' Sgninar,' 'li:, Ragnar 
Arvidsson, Joint Director in.charge of Administration and Finance at the 
ICA Regional Office and Education Centre directed the seminar and his two 
colle^iies, Dr, D.Vii*-, Joint Director, EAication Centre, and Mr, Daman 
Prakash> Publications Assista’t . assisted him.

The Seminar which was attended by 39-'Iranian General Managers and 
Board members of consumer cooperatives, was inaugurated with a message 
received from ,’Uie 'Prime Minister of Iran,

The ICA Regional Office and Education Centre contributed to the 
seminar, in .addition to the pro-H-pion of three of its staff members, to 
work as resource persons, by way of preparation of' working and bacl^ground 
papers on various technical subjects related to consumer cooperation and by 
assisting in working out a detailed programme of the seminar.



The host oiganisations contributed 11/ proviQing local facilities to
• • 'k " ‘

the SCTiinar, such as guest lecturers during the period of the saninar.
Ob.1 ectlves

The soninal' was of the nature 6f a basic course in consumer coopera­
tives dealing with ideological aspects as well as some questions concerning 
managanent of consumer cooperatives in Iran. - Th© Consumer 'Cooperative 
Movement in Iran has made headway in the country becaus,e of several 
reasons. They are, among others, greatel* urbanisationi more industries, 
.and incentives from the government. ' ''

The seminar therefore provided a unique op^rtunity to the lrani&n 
participants to learn about- consumer 'cooperative experiences in. oth,er 
countries and to compare their progress-with their own and to look-out- 
for avenues of further development of the Movment in Iran.- 

Proceedings
All pap&ra presented by the ICA were tran'sl'ated into Persian bjr the 

Central Cooperative^ Organisation'and distributed a&ong the participants.
The enlkre seminar was i3ivided intio'' three groups -whi-oh discussed tbs . 
various subjects in detail and presented their •opinî )ns in the >ple3jaiy 
sessions* At the end a final plehaiy- session was Held which'discussed 
the consolidated draft report of all the groups, which la "ter-on.became 
the report of the Ssninar,,
Recommendations of 'tile Sgginar

The seminar made the following recommendations for implanentation by 
the Cooperative Movement in the country :
1. The participants found the oi^anisation of the soninar most useful.

It provided a unique opportuiity to the participants who- were



directly responsible for the organisation of. consumer coopBrative 
stores In the oountiy.

2. The soiilnar noted \d.th great satisfaction the. method- and presentation 
of technical papers hy ĵ he IGA personnel. The saninar participants 
fotmd these presentations, most appro]^ate as they could now plan 
further imptrovanents and developaents'in their't>wn" stores in the country.

3. Keepi^ in mind the Jjresent situation of Goopferative -Movement in Iran, 
and the support extended to it by ttie Government, efforts should be 
mads to bring more and more people in its fold', ■ This .Moym^ent was 
considered to b.e an important tool in the social and econcjnic develop- 
ment of the .country.

4^ The seminar felt that the cooperative principle-on Education and
Training should be. ranked second in order of '.pribrity as it is through 
the medium of instruction that Cooperative Movement could be taken to 
all cJomers of the country and to cover all shades of people,

5. The seminar felt that between 2 and 5 per cent of .surplus of coopera­
tive institutions in iiie countiy should be set aside by law to be used 
in cooperative education and training programmes* This, goal could be 
achieved by making suitable changes in the\.existing cooperative 
legislation in forcfe in the country* Without this provision in the law, 
such a collection would be difficult,

6, The statutory deductions from the funds of cooperative institutions 
could be utilised in the following manner in order to spread the 
Cooperative Movement in the country,
A. by organising training programmes for cooperative monbers and 

office bearers;
B. liy providing training and education facilities to the onployees 

of cooperative institutions;



C. by making arrangonents for exchange of. infoimatxon on latest 
developnents in coo^Serative movoments vdthin the' country anfl 
with outside worlds

7. In order to make coaperati.ves in Iran, most- effective â nd useful, the 
seminar felt that effoĵ ts should be made to develop the movouBnt by 
arranging training pfoglmmeg for the cooperp.tive leaders with the 
help of r^ional-.and. international oi^anisations which have men and 
resources at their disposals

8. Long-telm planning Should be. made under which transactions with 
members coiild be made on cash basis rather tiian the present system 
of credit, which is sO much in vogue in. Iran, Ey adheilng to cash 
basis transactions, •-the societies vrill b̂ . able to provide more and 
diversified services to their.manbers.

9» With the rapid urbanisation and growing traffic problans, planning 
of Depariment Stores and big Siiper Markets within the ci1y limits 
is a'difficult task, Alsp it is extremely necessaiy^ to provide 
services to a major-part of the population at reasonable prices.
This problem cannot easily be solved, by having a. number of small 
independent cooperative societies with .their shops within the city 
mostly catering only to the members who also are employees in a 
particular government dSpar-tment etc. (institutional type of 
societies), as this pa?opositic?n is going to be an expensive one and 
which needs a lot of imagination, finances and efforts. The best 
solution, according the'seminarj) .was that l4 rge cooperative 
stores should be organised which should have a niMber of branches 
sitxiated at most useful points within, the city with open msnbership 
so that a mxnber of people could take advantage of cooperative stores.



10, Iftitil such time, the Seminar felt that the existing cooperatives in a 
city/town or some other suitable area -should foim a federation of their

N
own. This federation of consumer booperative stores could mdertake 
the following tasks:
1. buy- goods of daily requiranents in bulk directly from the manu­

facturers,
2« arrange a centralised wardiousing facility,.
'3, arrange distribution of ccromodities among the various affiliated 

cooperative stores throughout the citjf,
U* maintain uniforai standards and qualities throughout the coopera­

tive stores,
5, maintain a uniform price- structiore.
6, undertake training and education programmes for the anployees and 

members of cooperative stores*
7, provide other services, facilities etc. to the cooperative stores,
8, to act as a spokesman of the entire consumer cooperative movement,

11, This federation of consumer cooperative stores should be an independent 
organisation with financial support from its affiliated m^ber-organi- 
sations. An agreed code of conduct could be drawn which could'be 
followed by the federation and the affiliated cooperative stores and 
according to which business and other transactions could be undertaken, 
This federation would then be in a position to work out a tmiform 
purchase policy, quiality control, n^otiations with the pipducers and 
tf*aining and other public relations activities etc» on its own behalf 
and on behalf of its affiliated maaber-?stores, 'In- the long-run this 
federation coiild be converted into a big primaiy society with the 
shops of the present societies converted into branches,

12, In smaller areas where effects of urbanisation haye not yet been felt, 
and where a big Department Store/Super Market would not be economical,
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the seminar felt that efforts should be made to organise one central 

cooperative consumer store with a well-equipped show-room. This 

central store coiild' be fomed by, amalgamating existing small 

consumer Cooperatives operating in that area* Hie selling centre 

of this central store could be located in such an area where erveiyone 

could reach easily,
13. .Cooperative societies are oi^anised by a particular grou|> tp 

satisfy a particular requirement. Before a cooperative is 
organised,! the Saalnar felt that the 'following points should be 
thoroughly discussed and considered.
A, need of oi^anising a cooperative society,
B, deteimining the main need of the community or gi'oup 

organising ttje society,
G, elimination of middlanen from th^ business,

D, financial and Sodial status of the members willing to become 
foundeivmembers and who would join later on̂

E, extent of government assistance available, and

F, otiier relevant factoi’s.
L!|.. It is not denying the fact that cooperative societies are organised to 

satisfy the needs of a peirticular group which is willing to b'e 

united and undertake social and economic obligations. Similarly, 

consumer cooperatives are organised' to provide several services 

to their members including provision of those conmiodities which 

are in short supply. Consumer Cooperatives are therefore consi­
dered to be a useful economic tool which could be directed to 

the welfare bf the community. In order to achieve welfare of 

the ccanmunity and ultimately of the country as a whole, the 

consumer cooperative movement needs to be expanded.



The Seminar felt ihat in- order to expand the movanent to serve a useful 
iWpos’e, proper education and training should be proyided to the members 
and employees working to achieve this goal, Irl.lran such education and 
training facilities are provided at present ly the Central Cooperative 
Organisation of Iran« The Central Organisation, like other such 
oî arfi.sations, has been organising special, training courses for the 
officers"aad workers engaged in the work of cooperative movonent.

The Seminar therefore felt that efforts .should be made to organise 
igpnsumer cooperative federations in the comtiy which could' undertake '•
such taskff extensively tiiroughout the countiy, !IMs Consumer Federation 
could then undertake’ special responsibility of training onployees and

workers of consumer cooperatives in the following manner :
A. ty arranging specialised training programmes for the employees

of ponsumer cooperatives (short term courses - practice oriaated),
B. by providing special training programmes on management,, accounting, 

auditing etc,
C. by providing assistance in educating people as to ±iow to organise

consumer cooperatives,
D. by helping in strengthening the applicabilily of cooperative

principles and practices in the country.
15. The Seminar, which was attended ty senior persons who control the

activities of consumer cooperatives in several parts of Iran, considering

the importance of training programtnes in cooperative movement,
I recommended the following :
A. Education in cooperation should be.-imparted right'from the pilmary 

schools to the university level. This .education in cooperative 
principles should be combined with practical part ly way of 
enabling the students to organise and operate school and university 
cooperative organisations, like consumer stores,

B,” In order*to spread liie cooperative education and training programmes 
in a larger area and to cover more and more ’ people, efforts



should be made to make fullest possible use of the existing 
coimnunicatiomnedla like the radio, TV, press, books and other 
publicity material. Such efforts are being made in Iran but 
on a rather limited scale. 31iese efforts need to be- 
intensified.

G, Members of the Revolution Corps and the classes of National 
Committee for world wide combat against illiteracy be used 
extensively for guidiing the people to form and opei*ate 
cooperative societies,

D. Cooperative training for manbers of cooperative societies 
could be done in the foim of study circles of stuc^ groups^
All efforts' concerning training and education should be made 
within the folds of the consumer cooperative federations,

E. Arrangements should be made for the manbers of cooperative 
societies to enable than to visit successful cooperative 
societies and let than learn advanced techniques and the 
secret of their jsuccess,

F. The Seminar recommended that until such time when the consiaier 
cooperative alliance are fit enough to undertake these 
activities, the Central Cooperati'̂ ê Orgetnisation should 
continue to render 'tiiese services. Already such a lead given 
by the Central Organisations has been welcomed by the Movanent 
in the country,

16, A numbep of cooperative societies had unforttmately failed in 

giving proper seiSdces to their manbers* This f^lizre has led 
a number of manbers and others to believe that cooperatives are 
not helpful which means they have lost confidence in liie cooperative 

movoaent.
In order to restore that confidence and also to enable the coopera- 

tives to render usefiJl services to their members, iiie Seminar opined 

as under :
A, Encourage the manbers to purchase additional shares.

B,‘ Educate the members in the principles and practices of 
cooperation so that they understand the value of the 
movanent,

C, Encourage the manbers to purchase additional shares and the 
share deposits could be made by way of instalments. Also

8



■the mCTbers could be encouraged to make deposits wlthvtiie 0o8i*ties 
to cultivate in thê '* the habit of small sayings.

D. Maintain sufficient reserve funds in the society,
I?, in the"management of cooperative societies in Iran, the; managment^'aspect

has'not been very much attended to, !Ihe Seminar therefore recommedned that

if the societies were to be effective, useful and paying boncems, it would
be extremely necessary to consider application of modern management skills
in the business transacted by the cooperative societies. Consumer''

cooperatives .are .ponsidered as commercial concerns and therefore they need

to be handled lilce commerci^ establishments with modem methods of manage-
ment, acdounting etc. With the help of introduction of managonent methods

and techniques the societies will be successful.

18. Die seminar considered the views presented by the lecturers so far as the
shop planning, layout and selling techniques etc, are concerned, Bae
seminar also noted the points brought before it by the lecturer regarding

the utility of having' good salesmen who are fanilar with the operation of a
cooperative consumer store,

A good shop plan, layout, merchandise dispQ.!̂  and well trained salesman,

give a good presentation (image) of the store to a customer. It is there­

fore important that these aspects are kept in close view while setting up 

or expanding a consumer cooperative store,
Hie seminar therefore recommended that :

I
A. A consumer store should have a good location and layout,
Bj It should have good merchandise display,

G* It should have good and sincere salesmen who are familar with the
techniques of selling, relationship with the customers and with 
cooperative principles and practices.

D. Adopt various methods related to sales promotion.



E,- It should have an assor-fment maixihing vdth the customers purchasing 
powers and donands,

F, It should york in such a way so as to restore confidence in it among 
its members and customers,

19. The seminar felt that in order-to implement modem methods with regard to 
retai^ng, the sooiel̂ ies had to get proper assistance from a central body,
A Consumer Cooperative Federation could on a national level take up activi­
ties related to consultancy service within the fields of sales management. 
Personnel Management as well as financial Management
inventory managanen'^. The activities of the National Federation could be 
further, extended to cover even wholesaling and later on production,

20, Hie Seminar felt that the recommendations made by it, if. impLoaented, woiild 
go a long way in making the cooperative movement of Iran successful one.

10



11 a p p e n d i x

SUMMAEY OF LECTURES DELIVERED AT THE SEMIWAR

1. COOPERATIVE PRIKCIPLBS

A cooperative society should be considered as an association among persons 

as human beings with equal status for mutual service.
It is e?:pected to practice all the cooperative principles as described 

in the report of the ICA Commission on Cooperative Principles. A gist of 

these principles is indicated below :
1. Voluntary membership
2. Democratic administration

5. Limited interest on share capi-tal*, if any
4* Just disposal of Surplus (savings)
5. Provision of cooperative education
6- Cooperation among cooperatives.
These principles deal with the social, economic, moral and educational 

aspects of cooperative movement.

2. ROLE OF CONSTOIER COOPERATIVES IN CONSUMER PROTECTION
The consumer who is supposed to be the final controller of free economy

has been enslaved by commercial enterprises. In his everyday life he has to
face such problems as high prices, shortages of goods and services, shortage 

in weight, poor quality or adulterated goods, unhygienic handling and storage 

of goods, misleading advertising. The consumer is not prepared to face all 

these problems as he is either ignorant or not conscious about them. Even if a 
section of cpnsumer is not conscious, it is not organised, enough to take any 

effective action, the consumer is not well-informed about the goods and services 
available in the market. Finally, he is not conscious of the need of household



budgeting and makirig savirigs. So he is spending beyond his means and is often 

incurring debts.

The plight of consumers in Iran can be imagined with the help of recent 

report released by the municiapl economists of Teherazi. They reported that the 
present system of marketing of fruits and vegetables in Teheran added upto 40 

per cent to the price of produce for the se'rvices they never rendered. The 

lists of middlemen is so long that by the time the produce reaches the consumers, 

prices trebled. Also .because of poor handling of vegetables, fruits, 40 per cent 

of all produce was never consumed. The municipality of Teheran has therefore 

been contemplating on modernising the distribution system. The consumer coopera­
tives can make useful contribution towards consumer protection by (a) providing 

alternative to the consumer developing their own supply and educational agencies
(b) strengthening legislative and other measures, (c) exercising in general a

healthy effect of operations and practices of private merchants.
The action developed by the ICA and a large number of its affiliated 

organisations to promote greater enlightenment of consumers and more effectivil 

protection of their interests include efforts to influence the legislative and 
administrative measures of government as well as the opinions, attitudes, and 

policies, of national cooperative movements. For example, the consumer cooperatî  

movement in Sweden has a national cooperative union and wholesale society. It 

undertakes various measures for consumer protectioi through its various 

departments. Some of the measures are given below :
1. Test kitchen for testing foods, kitchen equipment

I
2. Textile la"boratory to test cooperative products and give standard marks
3. Food laboratory to test meat etc. to give standard marks

4. Consumer information departments.

12



In addition each big departmental store has information department. The 

government of Sweden also has sponsored national level institutions fox' 
consumer protection ani information. These institutions are independent, 

altho\;̂ h they are financed partly by the government and partly by the coopera­

tives and private enterprises. The Swedish housewives take keen interest in 
consTimer education and give active support to various 'protection measures.

To protect the consumers■in Iran effectively,'the consumer cooperative 
movement has to take initiative of course, through efficient business service,

Ieducation for its members and other consumers, consumer cooperatives can make 
an eff'fective contribution towards consumer protection. They should develop a 
strategy of consumer protection, and implement it with the help of relevant 
agencies. Some of these agencies are :

1. Government departments
2. Municipalities
3. Social organisations, e.g. consiuaer associations, women organisations,etc.
4. Trade Unions, professional associations
5. Research institutions and standardisation institutions
6. Educational institutions
7. Mass media, such as press, radio, TV

*
Nevertheless, the consumer cooperatives have to first'improve their

business and servicis to consumers and win their confidence.’.It is necessary

to organise a national federation of consumer cooperatives in Iran which should 

help these cooperatives in business, supply, educational, consultancy, aJid 

other matters related to consumer protection and welfare.

It should also shoulder the responsibility of consumer protection through
\

developing healthy public opinion on consumer questions. The consujner 
cooperatives should also initiate formation of consumer councils at different 

levels with the help of enlightened^citizens, welfare organisations and relevant 

government departments.

13



3. SIZE AM) STRUCTURE OF CONSUMER COOPERATIVE
The lecturer dealt with the economic implications of a large sized coopera­

tive compared with a small sized cooperative and the various advantages with 

large sized societies from the economic point of view was outlined. However, 
in a large society it is very difficult to have a direct representation in the 

general meeting but on the other hand the societies will make it
possible to have a full fledged department dealing with matters relating to 
member education and membership relations. So even from the democratic point of 

view such a large society has an advantage. In the long term probably the only 
solution for creating a strong consumers cooperative movement is large sized 

societies with big shops.
The semin^ discussed the possibilities to implement large societies in 

Iran -and as most of the present societies are belonging to a group of employees, 

the seminar found that the only way to strengthen the present societies and 
achieve some of the advantages in a large society is that small societies in 
a city should b ecomaaembers of a consumer cooperative union in the same area. 
However, in the long term the seminar pointed out that the union of a town/city 

should if possible be treated as a future society as the present small societies 
should be merged into this union and later on converted into a larger society 

with many branches.
4. parliamentary structure ih the consumer cooperative societies

At present there are no national level cooperative organisations in the
/

field of consumer cooperation in Iran. Also there is no comprehensive cooperative! 

law to regulate different types of cooperatives. Efforts are therefore being 

made by the Central Cooperative Organisation to enact a new cooperative act, 

which would set a pattern for parlfamentary structure of cooperatives at

14



different levels. It is hoped that the Cooperative Movement will be consolidated- 
under different national level organisations which would be as follows:

National Federation of Agricultural Cooperatives 
National Federation of Consumer Cooperatives 
National Cooperative Service Organisations
The provision of indirect democracy would also be made in the new 

Cooperative Law.
The parliamentary structure of consumer cooperative societies in Sweden 

was discussed. It was noted that in small-sized cooperatives there is direct 
democracy whereas for large sized societies indirect democratic structure 
has been evolved. Ttiis structure is given in the diagram below.

In parliamentary structure shown in diagram II which is larger sized 
cooperative indicates a recent development. These societies' board of 
directory is large in size, so it elects a small board of management which 
consists of full-time employees. The board of management looks after routine 
business of the society.

15
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5. ORGAKISATION, ACTIVITIES AKD OBJECTIVES OF A NATIONAL
cOnsutjer cooperative FEDEM'TION/UNION
The lectiirer stressed the importance of strong national bodies and stated 

that this was probably the best way for achieving coordination to strengthen 

the consiimer cooperative societies resulting in the consumer cooperatives 

making a real impact on th$ market. The functions of such a-national body should 
be the following: (a) purchasing and production (goods should be dispatched to 
the societies through warehouses operated by thenational body), ̂ (b) consultative 
services concerning planning of consumers cooperatives and their retail outlets, 
operation of the same and various aspects concerning effective marketing of the 

goods in the societies-shops, [c) functions related to personnel management and 
training such as facilities in staff training for the affiliated societies, to 

be able to facilitate the need of good managers in future, the federation could 

also work as a cooperative labour exchange. Through this exchange and through 
training facilities offered by the federation, a cooperative labour market and 
managerial staff cadre could be created} (d) matters related to consumer 
protection, member education, leadership development etc. are several other 
important- functions as these aspects have to be tackled at a national level as 
well as at the,.society level. The various methods for staff training as well 

as member education could be such as correspondence courses, class room training, 

study circlesj (e) financial assistance and service was also indicated as an 

important function of the consumer cooperatives' national body.
The lecturer also dealt with the importance of integration of the above

mentioned functions and in the long run it should probably be an advantage if

the functions could be offered by one body. It means that all the consumer

cooperative societies all over Iran 'in one way or another should be affiliated
to one national body which would offer all the above mentioned facilities to 
members.



6. SHOP PLAMIHG
The importance of decision making in establishing' a retail outlet is today

too often neglected. The management is not aware of the long term implications
for such a decision and the large amount of money involved. To overcome this
problem and to have a sound decision taken in a systematic way, first, a
feasibility study must be worked out,, taking the number of inhabitants,number
of members, their purchasing power and increasing consumption and changes in
money value into consideration. The transportation and communication system within

a
the area concerned is also^ery important factor which affects the feasibility 

study.
The feasibility study should give the previous trends in development (5 'years 

or so) and the development expected at least five years ahead.
The feasibility shall be followed by an analysis so far as the location of 

%the retail outlet is concerned. The basis for such an analysis will be the 

above mentioned -feasibility study. When locating a shop of course in -addition 

to the feasibility study the present and future competition within the -area has 

to be taken into consideration.
«

The allocation of space required both fOiT selling and non-selling areas, is 
■another step to be considered in shop planning, Even space for parking of cars 

has to be considered as the customers today and probably in the future will come 

by car to the shop. 1*/hen allocating the space, it should be kept in mind that 
future expansion could be possible and therefore the building should be plaxined 

and constructed in such a way that necessary selling areas etc. could be added 
without much difficulty.

The economic implications are worked out in investment budget giving 

information about the need of capital for financing and also the yearly rent.
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The investment tudget gives the management an indication of the advantages and 

disadvantages in constructing their own building or renting the premises. The 
last step in shop planning is operation budget, (working budget) giving the 

economic results of the investment and it is of great importance that such a 

budget shall cover not onlycno year but the years to come as a positive economic 

result of an investment will probably come after approximately two yeaxs of the 

operation of the store.

7. SUPER MARKET ORGAIilSATIOF
The lecturer dealt with the importance of establishing super market and 

self-service systems as these types of retail outlets are the future pattern 
in retail trade due to customers' demand of wider assortment in right environments 

and also the economic implications in handling goods in retail store. The 
lecturer dealt with the techniques of planning of super market such as entrance, 
and exit, shop equipment, commodity allocation, shelves layout, merchandise 
display, price marking, assortment, various control devices.

The seminar discussed and agreed that super markets should be established
I

to a great extent by consumer cooperatives' and that the super markets should be 
planned according to thepoints indicated in the lecture as well as points 

mentioned under shop planning, and techniques of effective salesmanship. They 
also pointed out the necessity of having advice from a national body in matters 

related to plannirig and running as well as financing ofHaeee retail units as 
the managers of the consumer societies do not have sufficient knowledge about 

this new type of retail outlets.
8 .  TECMIQ.TJES OF EFFECTIVE SALESMANSHIP

The consumers are nowadays forming a permanent impression about the retail 
outlet. Due to these impressions shops are rightly or wrongly compared with
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each other and it is ultimately these impressions among the customers which 
•« •
determine their choice of a p'articular shop. This is probably one reason why
the trend has changed (and is changing) from a sellers' market to a buyers'

market.* It was stressed that the consumer cooperatives have to be business

oriented, an'd have to compete with the private sector on more or less equal
terms using effective techniques of salesmanship and other majiagerial tools etc.

The lecture dealt with the various matters as to how to create a good ■

image of the consumer cooperative stores, in the minds of members and customers.
In order to improve the image of the consumer cooperatives, the following points

were considered by the Seminar : (a) attractive shop frontage; (b) layout and
location of goods, with a view to get the customer to visit all the various
sections and departments of the stores and also to be attracted by the display
of goods in shelves, and other display techniques. It was stressed that a

selection of magnet commodities should be displayed in such a way that all
departments were visited by the customers. It was also stressed on the importance
of choosing right colour combinations for various category of goods, prepacking
and price-marking, sufficient lighting and right, type of furnitures and fixtures;

(c) the need of proper salesmanship in the store was also discussed;"! (d) the main
discussions was however 'around the various sales promotion techniques such as

systematic planning of sales activities according to the various' occasions during
the year and also the various types of advertising to push up sales. It was

stressed that the consumer cooperatives should start sales promotion advertising.

Such advertising should, however, be consumer-information oriented so as to

protect the customers from cheap publicity of sub-standard goods (triixks, slogans

and subjective messages). An example of how such an integrated sales promotion 
¥

activity could be implemented in a store was also described; (a) the lecttire also 
dealt with the customers complaints and the necessity and means of evaluation
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of the sales performance so as to avoid rei»̂ tition of mistakes and improve the 

sales techniques.
The seminax" stressed on the importance of implementing the above indicated 

techniques of effective salesmanship but also foresaw the difficulties in 

implementing sales promotion activity as many societies were having a closed 
membership and could not sell their goods to non-members. The -seminar, however, 
felt that better sales promotion activities could be undertgdcen already now among 

the members and afterwards when the societies open their stores to the general 
public and have to compete with the private traders on equal terms, the sales 

promotion activities should be extended to attract the general public to the 

stores.

9. MEMBER EDUCATION
The main purpose of cooperative member education is to improve the personality’ 

of members so that they acquire useful knowledge and participate mol?e effectively 
in the affairs of their cooperative organisations. They develop leadership
qualitiesand team spirit./

[jghe local cooperatives should iindertake educational programmes for its 

members and prospective members.

Educational methods
Different types of educational methods were suggested. Some of them were;

1. Lectures, tt?aining classes
2. Group discussions,..study circles

3. Demonstrative study tours

4. Publications and journals

5. Films,' radio and other audio visual aids
6. Information service about goods and .services for members, and consumers
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7. Educational advertising
Special programmes should be developed for education of different categories 

of members e.g. office bearers, board of directors, active members, women and 
youth, school going children.

The programme should keep in view the aims of cons'umers cooperatives, the 

number and nature of audience, contents to be conveyed and methods to be used on 
the basis of resources available.

The meetings of v^ious committees and the general body meetings should be 

increasingly used for the purpose of member education. In each society there 
should be an education secretary/education committee. There should also be 

adequate funds for member education and leadership development. These local 

societies should receive support from wholesale societies and cooperative unions 
and the government in implementing their educational programmes.

The seminar appreciated the educational and welfare work being carried out 

by volunteers of (a) literacy corps, (ii) health corps.
Althou^i many of these volunteers have been assisting in cooperative work, 

yet a more specialised approach was considered necessary for spreading cooperative 

idea among the public and assisting local cooperatives in their cooperative 
education and business tasks. It was therefore re'commended that a special 

'cooperative corps' should immediately be organised to work in rural areas and 
where necessary in towns for promotion of cooperative education with the help of 

local cooperatives. The graduates having specialisation in cooperation, economics,
I

commerce and other social sciences should be preferred for the cooperative corps.
\

It was hoped that the special corps will strengthen the hands of other corps.

The Central Cooperative Organisation should take initiative in the formation 
and maintenance of the corps. Such a corp will take forward the white revolution 
promulgated by His Imperial Majesty Shah Reza Arya Mehr Shehansha of Iran with
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the help of his people and the cooperative moveiaent.

10. PERSOMEL MANAGEMENT A M  TRAINING
In running a consumer cooperative society, the inost important investment

is the human beings e.g. employees as the salary costs involved are ’approximately
40 to 60 per cent of the total running costs of the society. Due to difficulties
and nature of handling of human beings, and the importance of using them today

and in the future retail business, matters relating-to personnel management and

training have to get high considerations by the management in a consumer
cooperative society. However, matters relating to persormel managing and trainiiig

have too often been neglected by the management resulting intô  low morale, low

t\irnover of the society aud ineffaative services to the members. Therefore, it
\

is of great importance that the management in a consumer cooperative society has 

to be more employee-oriented. The seminar discussed the following areas related 
to the subject e.g. (a) expectations of the management and employees and various 
motivation factors  ̂ (b) responsibility of the manager' and the qualifications- of 

the manager as personnel leader; (c) personnel planning;, (d) job .analysis;
(e) personnel recruitment and induction; (f) merit rating and promotion;
(g) training of employees; (h) salary and social welfare; (i) communication 
between the employees and the employer; (j) grievances and ways and means of- theii 

redressal, and (k) te-rmination of employment.
The seminar felt tiiat the relations between the-employees and the management 

of a constmier coo.perative should be as cordial as possible resulting in effective 

sales and good services to the members. The seminar stressed the importance of 
proper induction and training in the business lines as well as in the cooperative 

principles and practices objectives and targets of the society.



Also the internal communication is an important factor as it is one way 

which the employees feel involved in the process of decision making and 
therefore regular staff meetings should be conducted in which the management 
and the employees should give and take information and advice on matters 

concerning the image and business of the cooperative society.

The seminar also stressed on the importance of internal promotions which 
should be based on a proper merit rating.

The incentive pay scheme is one way to encourage the employees to put is■;
better performance and this incentive pay should be given based on the employees' 

performance. The incentive pay should be based on certain productivity norms.
Grievances should be redressed quickly according to the laid down code of 

conduct. The seminar stressed the importance of creating a grievance committee 
or a st^f council as a suitable forum for the employees for redressing grievance 

and discussing matters of. mutual interest with the management.

The seminar also indicated importance of the proper distribution 'of duties 
and authorities among the employees and indicated that the written job 
description could be one important tool in a efficiently run cooperative store.

is matters related to personnel management and training are of national 
interest' for the consumers the seminar felt that a national' body Should undertake 
staff training and be responsible for the development of - a skilled management

cadre, which will be of great use in the future to-come. Advice concerning
i

staff planning, recruitment and induction, salaries and welfare, communication, 

redressal of grievance etc. could also be given by such a national body to the
4

consumer stores.
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11. RETAIL PRICING POLICY
The main aim of consumer cooperatives is the maximum service and benefits 

for their'members. They may also help in establishing prices in the market 

and thus help the consumer in general. There are different types of pricing 
policy which can be followed by consumer cooperatives for different commodities. 
These’ policies are market price policy, cost price policy, and active price policy. 

In following the active price policy the cooperatives try to keep their prices 
slightly lower than market prices and maximise their surplus by increased 

turnover. This policy would help cooperative in getting the increased surplus 

and lower prices for the consumers. To achieve success following the active 

price policy the cooperatives have to be strong and their sources of getting 
supplies should, be reliable and cheaper. The consumer cooperative movement of 

Sweden has been trying the active price policy.
The board of directors or the pricing committee of retail consumer coopera­

tives may lay down a pricing policy but its implementation should be left in 
a

the hands of/trained ânager.. The cooperatives should also have full independence! 

in formulating their pricing and other policies.

12. STOCK TAKING AM) STOCK COICTROL
The lecture dealt with two systems of stock control, Unit control and 

value control systems. Advantages and disadvantages of the two systems were 

also analysed. The value control system, as pointed out by the lecturer, was 
the most suitable system^or a large society and is also flexible and simpler to 

operate. The delegation of responsibility so far as stock control is concerned 
was also discussed and it was pointed out that the societies shoiild treat 

leakage/shortage of goods within a '"ixa-i limit as an expense as it is impossible 

to run a store without any leakage/shortage.. The lecturer also explained a
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sinpla '̂nd useful method for stock-talcing and partly also the' various ways 

and merins of reducing leakage/shortage.
The seminar discussed xvith great interest the vnri'lus stock control system 

rnd agreed that in a large society the value control system would be the future 
system. The seminar also siaggested that some part of the leakage/shortage should 

be treated as an ©xpendittirB by the society. Both the value control system 
and the way of treating leakage as an expenditure is already practised in several 
stores in Iran.
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NATIONAL SEMNAR ON CONSUMERS COOPERATION
TEHERAN, Iran. May 18-29 1969

Sunday, May 18 ;L969

P R O G R A M M E

8.00 - 9.00

9.00 - 9.30 
9.30 - 10.^0

10.30 - 11.00

5.00 - 6.00 p.m.

6.00 - 6.30

Monday, May 19 1969

9.00 - 10.00

10.00 - 10.30 

10.30 -  11.30

5.00 - 6.00

6.00 - 6.30 

6.30 - 7.00

1. Inaugural Session
Welcome by Mr Y. Shahbazi, Asstt. Prime Minister 
Address by Mr Ragnar Arvidsson, ICA Education Centre
Inaugural address by the Minister- on behalf of 
the Prime Minister of Iran.
Tea

2. Introduction to the activities of the Central 
Cooperative Crgenisation of Iran.
by; Mr A*M. Fuzati, Director, Training Division 

Central Coopera’tive Organisation of Iran.
3 . Introduction to the International Cooperative 

Alliance and its activities in South-Ehst Asia.
by: Mr Ragnar Arvidsson,

ICA Education Centre, New Delhi
4- Programme and Working Methods of the Seminar 

by: Dr D. Vir,' ICA Education Centre.

'Tea

5. Presentation of activities, problems and plans of 
development by selected participants of their 
cooperative societies, (at least five participants)

Tea
Presentation of activities (contd.)

6. Consumer Cooperation in Iran - Historial 
development.
by; .1̂  B. Kesvari, Training Division

Central Cooperative Organisation, Iran.

Tea
Questions and observations-



Programme (2)

Tuesday, May 20 1969

9.00 - 10.00 7. Principles-of-Consumers Cooperation.
by; Dr D. Vir, ICaA sw Delhi

10.00 - 10.30 Tea
10.30 - 11.30 Group discussions.
5.00 - 6,30 8. Hole of Consumer Cooperatives in Constuner

Protection.
- Panel discussion Dr D. Vir, Chairman

Dr Nahid 
Mr Saliki 
Mr R. Arvidsson

6.30 ~ 7*P0 Tea.
Wednesday, May 21 1969

9.00 - 10.00 9. Size and Structure of Primary .Consumer Coopera­
tives (small versus large societies - societies 
with one or several shops 0
by; Mr Parviz Pale shir, Training Division 

Central Cooperative Organisation^ Iran.

10.00 - 10.30 Tea
10.30 - 11.30 Group discussions.
$.00 - 6.30 10. Parliamentary Structure of Consumer Cooperative

Societies.
- Panel discussion Mr Yousbfi, Chairman (CCOl)

Mr Arvidsson 
Dr D. Vir
Mr Porviz Pezeshkpour 
Mr Parviz Pakshir.

6.30 - 7.00 Tea.

Thursday, ^̂ ay 22 1969

9.00 - 10.00 11. Organisation and activities of a central cooperata'̂
union and wholesale society.
by; Mr Ragnar Arvidsson, ICA/Hew Delbi.

10.00 - 10.30 Tea



Programme. (3)

10.30 - II.30 12.

5.00 - 6.4.5

6.4.5 - 7.00 
7i00 - 7.30 

Friday, May 23, 1969

Saturday, May 24y 1969

9.00 - 10.00

1 3.

1 4.

10.00 - 10.30

10.30 -  12.30

5.00 - 6.B0

6.33 - 7.00

7.00 - 7.3 0  

Sunday, May 25 1969-

9.00 -  10.00

10.00 - 10.30

10.30 -  12.30

5.00 - 6.30-
6.30 - 7.00

15-

16.

Role and Activities of Wholesale and Supply 
Organisation of the Iranian Oil- Company for 
employees'* consumer cooperativBs.
by: Mr J. .Maleknia, Managing Director of'the 

Supply Organisation for the Cooperatives of 
Iranian Oil Industries Personnel, Teheran.

I

Shop Plaruiing. Feasibility Study.: Location. Size 
of cooperativG shop etc.
by; Mr Ragnar Arvidsson, XGAAqw De.lhi 
Tea
Introduction (contli.)

DAI OFF.

.Super Market Operations.
by; Mr M. Einam Jomeh, Asstt. Managing-Director 

Supply Organisation for the cooperatives of 
Iranian Oil Industries Personnel..Teheran.

Tea
Group discussions on Session 13 and 14.'*
Personnel l>fanagement and Training 
by: Mr Ragnar Anridsson, ICAAsw Delhi

Tea.
Introduction (contd.)

Member Education.
by: Dr D. Vir, ICAAgw Delhi

Tea
Group discussions.
Plenary'' Session.

Tea.



Programme (4.)
Monday, May 2'̂-, 1969

8.00 - 9*00 Group discussions.
9.00 - 10.OO 1 7. Formation of Capital in Consumer Cooperative

Societies..
by: Mr Behzadi, Training Division

Central Cooperative Organisation, Iran.

10.00 - 10.30 Tea
10.30 - 11.30 Group discussions.
5.00 - 6.30 18. Tochniques of Sales Promotion.

hy: Mr Ragnar Arvidsson, IGA/î ew Delhi

6.3 0 - 7.00 Tea,
Tuesday, May 27 1969

8.00 - 9.00 Group discussions.
9.00 - 10.00 19. Retail Pricing Policy in Consumer Cooperatives.

byj Dr D. Vir, ICAA'sw Delhi

10.00 - 10.30 Tea
10.30 - 11.30 Group discussions.
5,0 0 - 6.00 20. Stock Talcing and Stock Control.

by; Mr Ragnar Arvidsson, ICA/lSew Delhi

6.00 - 6.30 Tea

Wednesday, May 28 1969

8.00 - 9.00 Group discussions.
9.00 - 11.00 21. Extension Programme. Films and slides.
Afternoon ' Study visits and report writing.

Thursday, May 29 1969
9.00 - 12.00 22. Presentation of draft report.

Tea
Thanksgiving and conclusion of the Seminar.
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When one is planning to start a factory, one is always careful in 
selecting the/machinery-one is going to instal. This means the management 
has to visit various factories usiiag similar liiachinery and select the machinery 
suitable to its requirements, lii/hen one has decided about the type of 
machinery to be purchased, taking into consideration its capacity, the next 
step is the consideration of location of this machinery in the factory so 
as to get the right flow of goods for production'. Mter the machinery is 
installed, it is to bp' tested for a rather long'time before putting it into 
full production. At the same time, one has also to work out a detailed 
maintenance scheme for the machinery. These precautions are necessary if 
the management 6f the factory wants to be absolutely sure that the 
machinery installed is suitable and that it is fit for achieving maximum 
production. To work out a scheme as mentioned above is of course a very 
heavy task, but in this case we are dealing wi1±i machinery whose reaction 
and behaviour in giyen condition^ can be easily known.

However, in retail business we cannot make use of the machinery to the 
same extent as in a factory, as retail business is to a very great extent 
dependent upon human element - employees - which is the most important tool 
in retail trade, and human beings react and behave in many different ways 
In different situations. It is also worth mentioning here that in retail 
trade stajff cast is about 4-0 to 50 *per cent of the total costs which more 
or less remaiin.''constant with no possibility of decrease even in fu'tare.

’ ' V' .It is extremely difficult to
mechanist retail business- ta' the s^e degree as in a factory. In view of 
the extreme importance of the human element involved in retail ■ ■ 
business, it is laecessary 'that the management takes keen interest in 
matters relating to personnel management such as job description, work 
organisation, recruitment, induction, training",■ communication, redressal of 
grievances and various motivation'factors,' etc*

* ...

I am sorry to -say that-1 have bften found, during my visits to various 
consumer cooperative societies in the Region, that matters relating to 
personnel management are more or less- neglected resulting in, among other 
things, the following consequences :



i) the employees are more*or less completely indifferent to the 
objectives and goals of the society }

ii) The tianagement does not know very much about the employees'
expectations and the emplpyees do not know much about the management's 
expectations;

iii) the only motivation factor is more or less the fixed salaries 
which are in line with the market rates;

iv) rewar/is and incentives and very often security of job and promotion 
prospects, etc., are things which are mostly absent̂

y). Induction of employees in a new job is something which is often 
Unknown, and the new employee; is often asked to take over the 
;*esponsibility for' stocks worth Rs. 50,000 or more with6ut my- 
prior training bt briefing,

Vi) training facilities'-aTe too of ten-'completely absent and the 
management is often reluctant -to provide training for fea-r .of 
trained aaployees leaving'their societies after receiving 
training,

vii) Communicatioh beteeen the employees and the management, is more or
less absent, and' if at ali there is any ;Gommunication,- it is mostly 
"a one-way commtoication from the Management to the employees.--

'-V

Another important factor is that it very often happens that a society 
has been over-̂ gtaffed from the very beginning'1‘esuiting in retrenchment of 
approximately 25 ‘p/er cent or so of the employees subsequentlyi Such a 
high turnover of employees will of course affect the services to the 
customers as well 'as'’the relationship between the employees and the 
managemeint and also _̂ direates apprehension in ,the-&inds of the' employees 
regarding security .of- job. In* ordei* to’ be "able to overcome these problems 
.and to es.tablish a successftil .Cooperati-̂ e Mo'vrQnent, idae management must 
.change its present policies with regard to personnel management- and 
ti;aining arid adopt a more employee-oriented personnel policy. There must 
be somebody in charge of this veiy important area' of management.

The ‘folio^ng-.definition tells what personnel management is g.bout ;

"Personnel .man^ement is that pai*t of management which is 
concerned with people at work and wl'th their relationships 
within an'enterprise. It applies •.not only to industry.-.̂ and 
commerce, bit"'"t6 all fields of employment,”

"Personnel fiianagment aims to 'achieve -both efficiency and 
justice', neither of which can be pursued successfully without 
the other.’*■



"It seeks to bring together and develop into an effective 
organisation the men and women who make up an enterprise, 
enabling each to make his own best contributions to its 
success both as an individual and as a member of a working 
group. It seems to provide fair terms and conditions of 
employment and satisfying work for those employed."

(Institute of Personnel Managanont, London)

EXPECTATIONS ANd MOTIVATION^

The employees as well as the management have expectations from each 
other and it is of •utmost importance that the employer as well as the 
employees are aware of the various expectations go tiiat sufficient motivating 
factors can be created so as to achieve maximum utilisation of the society's 
resources. Such'expectations are, among others,
from the employer :

1. A nmber of employees adequate to the needs of the business.
2. Steady--, productive employees with discipline and good work habits.
3. Low salary costs and high turnover per full-time employee,
4̂  Blmployees qualified to advance in cooperative service, (Persons who can 

be trained and prepared for better and more responsible jobs in the
■ cooperative field.)

5. Loyal, honest and reliable employees who will cooperate with the
management and with other colleagues in the realisation of the aims of 
the society.

from the employees :
1. Fair compensation (salaries and incentives) and reasonable working hours,
2. Security of employment. (Permanent work, free of worries of insecurity).
3. Good working conditions, (safe, healthy, etc.)
4. Opportunities for promotion. (Fair methods of measuring the performance 

and scope for a career advancement in cooperative service).
5. Participation in Management. (Opportunities to give ideas and tender 

advice on the daily working and on policies and procedures of the 
sQciety'e business operations.)
Enlightened Managers do not recognise any serious controversy between the 

wishes of the employer and the requirements of the employee. A fair and 
reasonable execution of’a personnel policy iri.ll bre*d a loyal and most 
valuable group of employees. Such a group of employees is an indispensable 
asset to a progressive cooperative society, which wants to render real tangible 
services to its customers and potential customers.



The various motivation factors that stimulate employees to do their 
very best gnd also to give them a stake in „the society could bo among others, 
the following -:

i) a definite duty chart; (ii) .sales targets; (liiT incentives;
iv) rewards; (-v) bonus ;. (vi) establishing of a. personal rapport; 
v±i) listening to, their grievances and- suggestions; (viii) developing 
a team spirit; (ix) providing a clearly defined promotion line.

MAJIAGER̂ S PERSONAL RESPONSIBILITY IX PERSONUEL iUÎ INISTRATION
The mo.st important consideration ty the Board when it defines'the Manager's 

tesponsibility for omployment, training and maintenance of staff .is that 
there should be almost no limits to such responsibility. The Board shall 
give-the Manager absolute powers in this field of management.

The Board shall designate one or two of its members to attend, to 
personnel matters^ by forming a Sub-Committee on Personnel Management, but 
such .a body must remain in the background and take care not to interfere 
with the Manager's authority, or to invite appeals from the staff so long as 
employee relations are cordial.

The manager must be given eveiy opportunity of building up his authority 
and he must have freedom to lead the staff without any interference from the 
Board in the exercise of his authority. Ambiguity on the part of the Board 
in the field of manager-staff relations may be very harmful to the Manager s 
position as the leader of the business and as the chief executive of the 
society.

Disputes arise in nearly all places where human factor is involved, and 
therefore the Mansiger shall of course work in close contact with the Board 
and the Sub-Committee on all st^f questinns.

The Manager's duties are set dpwn in the enclosed annsxure 
but broadly they hre as follows ;

1. The Manager should be authorized to undertake recruitment and to 
make final selection of employees to fill the posts. He is also, 
responsible for adequate induction of employees in their jobs.

2. The Manager is responsible for distribition of work among the‘employees
■and to supervise that work is carried out in a satisfactory manner,.

3. The Manager is responsible for the implementation of the training .
programmes as adopted by the Management..

4. The Manager is responsible for. the administration of welfare, health
and other benefits of employee ,̂ and for termination of employment 
in accordance with agreed procedures.
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QUALIFICATIONS OF THE MiLNAGER AS PERSONNEL LEADER

- He must have a personality which evokes respect, attachment and loyalty
towards him on the part of the staff.

- He must know how to create a;nd maintain a friendly and constructive spirit
so that the staff can work together in a pleasant atmosphere,

- He must be able to sense controversies before they appear as conflicts.

- He must try to prevent such unfavourable development fairly and squarely 
in- -time before irreparable harm can be done,

- He must possess qualities of leadership and insight in the techniques' of 
personnel management.

- He must be able to think out and apply practical solutions to the staff 
problems of the society.

However to be able to delegate all powers and responsibilities involved 
in personnel management', the Board has to recruit a Manager who is competent. 
Such a Manager must be -

1, a man of character and sound judgment,

2, enterprising and imaginative so that he can lead the business to 
become a dynamic consumer cooperative socie'ty,
%

3, possessing many different kinds of skills,

/t, possessing a good knowledge of principles and practices of cooperation,

His personality must cover and combine all the above qualities in a well 
balanced way,

I have come accross nany instances in rather' big consumer cooperative 
societies where the Board of Directors or the President himself has taken 
over almost all the .duties of the staff leader and in that case one can 
understand the feelings of frustration among the staff members and the 
Manager as well.

PERSOK̂ iEL PLANMING
In*,the introduction, I have mentioned some, important aspects of personnel 

planning, I have also indicated what happens when consumer cooperative 
societies are over-staffed. Planning of,personnel in a consumer cooperative 
society has therefore to be done carefully and one has to find answers to 
the following'questions, among others. :

1, How, many employees are needed in various categories ? and when 
do we need them ?



2. What kind of basic training should they have ?

3. Where can we recruit the most suitable employees ?

4-. lilhat kind of training mill .'tShey need ?

5. What will be the promotion lines ?

6. V/hat salaries and incentives can we offer them ?

To stress the importance of personnel planning, I id.ll cite an example*
A Super Market was planned and all the pre-planning- was done by the Board
of Directors who did not know much about the reiiail trade. Two weeks before
the opening of the Super Market, the General Manager was recruited. 'The
General Manager took over his assignment two weeks after the opening of the
Super Market. The Board of Directors had functioned as General Manager and
run the shop until the General Manager appeal̂ ed on the scenê  They had
recruited the other staff and tried to define their jobs etci After two
years of this Super Market'" s operation the results were as follows

a. Two managers had left.
b. One third of the employees had left the Super Market.
c. Sales had dropped down.
d'. the morale of the employees was extremely low,
e. The Board of Directors still continued to cariy on the functions

as staff leaders.
f. The present Manager and staff were feeling frustrated and were 

waiting to leave the society as soon as they got another suitable 
employment.

In order to overcome these difficulties, the following steps should 
have been taken by l̂he Board of Directors :

i) Should have appointed a General Manager at least six months to one 
year before the Super Market opened.-

ii) Should have prepared a duty chart, for the General Manager and in 
that chart delegated the powers and responsibilities connected 
with the operation of the Super Market.

lii) Should have, insisted the Manager to undergo additional training, if 
they felt, he needed such training.

iv) Should have asked the General ̂ ânagor to draw up a plan for the
.operations of €he Stores in consultation with the National Federation 
and their consultants.
The General Manager

v) /should have recruited all the other staff and analysed arid
the.gote according to the sales estimates from the various departments 
and the efficiency norms for sales per-man-day etc.



vi) Two months in advance the staff especially the salesmen and the sales 
supervisors should have joined the spciety and participated in the 
finalisation of the working of the Super 1-Iarket such as arrival 
control of goods, price-marking, prepacking, merchandise display and so 
on. During this period the sales staff should have been inducted 
into the job in a systematic way and should have been informed about 
the objectives, and goals of the society, training and promotion 
facilities etc.

All this will result in that the Manager and his colleagues are feeling 
jointly responsible for the managament of the cooperative society and are 
probably going to do their very'best to render good service to the customers. 
Societies which plan their requirements of personnel in the way mentioned 
above, will probably have a bright future.
JOB ANALYSIS AIJD PEODUGTr/ITY

Job analysis is a close and detailed study of every phase of the job 
and should be prepared in a chart form. Job analysis comprises the following 
steps ;

- job identification and naming
- defining responsibilities and powers in connection with the job
- listing materials and equipsient handled on the job
- a step by step description of- the work to be performed
- defining the personal qualifications necessary to fill the job, such 
as mental attitude and physical condition, education, aptitude and 
experience

- defining channels of promotion to the job, and from the job onwards 

Why .job analysis
Job analysis is very important and useful, because the Manager is forced 

to assess the real need for the actual work and what kind of people he shall 
employ.

- Perhaps a job-analysis shows that it could be a better solution to 
reorganise the work in the shop and. emplpy somebody with other 
qualifications than what v/as first considered.?

- Perhaps the existing staff could manage the work in question, with a 
revised work organisation or lirough just a little change in the shop 
.layout, or- with only some new equipnent ?

- Perhaps it could be better to employ two part-time employees instead 
of one full-tirae ?

As a result' of job analysis duty charts (job descriptions) are prepared 
and they should ‘fit into the organisational set-up of the societyj[ A set 
of model job-descriptions are enclosed in appendix 1.)



EERSONIEL RECRUITMENT AND INDUCTION

Recraitiaent of staff in a newly founded society may be made either from 
the open market, or' if possible, from other consumer cooperative stores. After 
sometime a detailed promotion line for the various categories of employees 
has to be drawn up vrithin the society to enable recraitment even from within 
the socieiy. It should be clearly mentioned when recruiting to a post in the 
society, that the present eihployees will have the same opportunities as the 
outsiders and that they also have to compete with outsiders for new positions.

The recruitment procedure should be as follows ;
Every applicant must send his or her applications to the manager and 

enclose the records frpm school and other colleges and alqo the records from 
the former occupations, which shall- give a picture of the appllcan̂ is 
qualifications and background,

A Bio-data in which the applicant should also state his or her ambitions 
as regards his/her future career, shoiild also be enclosed.

A Health Certificate giving the .present sjiate of health of the applicant 
should also accompany the application.

After receipt of all the applications, the Manager will scrutinise the 
applications, grade the applicants, and choose three to five persoris who he 
thinks are the right persons for the job*

The Manager shall then try to get as much further information as possible 
about the applicants from -

- present employer •
- previous employers, if any
- schools and other organizations where the applicant has been 
actually active

- employment exchange, etc.

Through references from among others, the above -mentioned, the Manager 
can check and complete the applications. It shoiald be remembered that it is 
not enoiigh to check with only one reference given by the applicant. At 
least tv;o references should be contacted,

i

While assessing the applicant, the following points should be kept in mind:

- Be careful when assessing other people,
- Be sure about wtat the assessments shall be used for ̂ '
- Be sure afcout ̂hat the assessments dre based on
- Dont say more than you dare write on a paper.

8



When assessing an applicant, find out

- Does he meet with, the requiremmts of the Job Analysis ?
- Does he seem to be of a cooperative: minded type ?
- What does he expect of the job and of the socieiy ?
- Does he want to make out a career for himself within the movement ?
Do the job and the society meet with his expectations ?

When .interviewing applicants
 ̂..The first personal contact between the Manager and the new employee usually 

takes, place When t̂he applicants are interviewed. The Manager should start the 
interview by bringing the applicant at ease. If an' applicant feels that he 
is .being treated in an â rrogant way, he would get nervous and the resuit of 
the interview would be disappointing.

A model interview guide is enclosed in appendix 2.

Tests
Tests, are. sometimes used as a supplement to the personal interview*; The 

.reason for this is that the interviev/ might be somewhat unreliable, even 
under the best of conditions. If the Manager bases his decision upon the 
interview alone, he mi b be prejudiced or biased•by incorrect and irrelevant 
information. It is, therefore, wise to strongtlien the interview with the use 
of tests in order to discover if the applicant'possesses some of the special 
qualities essential for the job for which he is being recruited.

Various kinds of tests may be prepared- by specialists of the National 
Federations' Consultants and placfed at‘ the disposal of the .Managers of 
affiliated societies. ‘ ‘

If tests are used, the Manager should have the papers and material for 
them ready'at the time of the interview, so that the‘ tests can be carried out 
and evaluated whilst the impressions from the interview are still fresh in 
mind.

If several persons' are interviewed and tested, it is important that a 
selection takes^place as quickly aa .possible so that the new employee is 
given a reasonable time to prepareIhimself for the new job, and so also the 
society iaay get timd to make its own arrangements.

It 4s a rule of common courtesy to inform the imsuccessful applicants
that the post has been filled.

It is praqtical to keeplthe appliNations from qualified persons in a
special file for*future openings, so that ihey can be invi'ted for a fresh-
interview when a vacancy or a new post has to be filled in at a futurfe date.

9



Induction

As it is very difficult to get a person who is at onco, suitable for the 
job, it is recommended that the newly redruiied person should be employed 
on probation for a period of six months. Daring this probation period, the 
new recruit shoiild also'be''inducted into the job and should be given a fair 
chance to show that he is suitable for the job for which he was recruited.

Such induction of a new employee in his job is a veiy important process 
and it should be carried out in accordance with a well prepared plan. The 
employee's first impression of his new place of work should be one of order, 
efficiency :£lnd homely atmosphere. The Manager .should, therefore, give his 
personal attention to the induction of a new anployee, and must supervise 
the induction programme closely. Such an induction programme may be drawn 
up by every society. A model -Induction Programfiie is given in appendix 3 
which may be adopted with suitable variations to suit particular requirements.

An induction as indicated in the "Induction Schedule" in appendix 3 
is very useful. If implemented in the right spirit and with care and 
efficiency, it will give the new employee a start which is of great value to 
himself as well as to his employer.

In a medium or large-sized society, the Manager may have to entrust 
the responsibility of carrying out the induction of a new employee to the 
Assistant Manager or to a senior salesman of the shop,. The senior employee 
becomes a sponsor of his junior colleague. The sponsor must* be a person 
of experience and maturity.. He must have qualities enabling him to build 
up morale 'and cooperative spirit among hew employees as well as among those 
who have been on the job for a longer period of time.

Before the end of the probation period, the Manager and the senior 
employee under whom the new recruit has been working, shoiild sit down and 
discuss the performan,ce and future possibilities of the new recruit before absorb­
ing hir.i into the society's permanent staff cadre.. If the new recruit's 
performance has been found to be satisfactory, his employment may be 
confirmed, but if they are not satisfied with his performance, they could 
either extend his probation period to another three or six months, or 
terminate his employment if they consider that he is not fit for the job.

I have seen so many examples of rfrustrated and dissatisfied employees 
and employers in the South-East Asian Region and I strongly feel that this 
is on account of the failure in formulating a proper induction programme 
and following it up carefully. It is therefore strongly recommended that 
the recjTuitcient and induction processes should be followed more or less on 
the lines indicated in and:in appendices 2 and 3.
MERIT rating AND FRCMOTION

Merit rating of employees strengthens ne morale of the staff if the 
individual-, employee knows that his performance is being evaluated in a fair 
and unbiased manner. It is a good incentive in itself if the employee knows 
that promotion and rewards are given on the basis of merit.

10
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The Manager should institute a systan of annual or semi-annual, evaluation 
reports in which the individual employee's performance is reviewed. The 
Manager and the Sub-Committee on Personnel Management must note that bias 
and favouritism in merit rating will be extremely harmful to good personnel 
relationship and they should therefore exercise utmost care in arriving at 
truthful and correct evaluation.

The points'to be considered in an Snployee Rating Report are, among others, 
the following :

- Efficiency
- Personal appearance
- Manners
- Willingness and ability to cooperate
- Attitude to and treatment of customers
- Knowledge of merchandise and ability to give clear and correct 
information

- Energy and initiative
It is customary in some societ es where such annual or semi-annual rating 

systen is used, to give the individual employee on the "career level" a 
summary of the evaluation report concerning his work during the past period, 
and invite his comments on it. The idea of tMs procedure is to ahow the 
employee that his performance has been fairly assessed and to advise him on 
what points he should improve and tHus give him a chance of securing a 
better rating next time. The systoa of opon employee-evaluation has several 
advantages and its introduction should be discussed by the Board.

One of the strongest motivation factors among the, .employees in a society 
is the possibility of promotion, as mentioned, earlier. The employees in a 
society should have equal chances with an outsider when recruiting for a new 
job, and it should, if possible, be a clearly, defined promotion line which, 
in addition to merit rating, will stimulate the employees to do a better 
job. Merit-rating, defined pronotion lines linked with suitable training 
facilities are the basis for the caderisation of senior level employees 
within the' Gonstimer Cooperative Movement,

training of Et̂ iPLOYEES
The training of employees of a cooperative organisation and particularly 

in a consumer cooperative society is of great importance. Trained employees 
sharpen the image of a cooperative organisation in the minds of the members.
The cooperative society can function efficiently and follow the principles 
of Cooperation in its business relations with customers and members.

The management of a cooperative society should therefore have the 
following objectives in mind while considering the training of the employees :

11
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2. He should be a person believing in self-help
3. He should be able to lead effectively
.4-,- He should be a good and effective dalesman
5.' He should be a skilled worker
6. He should be an honest servant and loyal to the organisation
7* He should be a good representative of the movanent with good

knowledge of cooperative principles and practicesi

An alert and ambitious employee will continuously train himself.

(a) He will seek to improve his performance
(b) He will try to learn about the job above and ahead of his own
(c) He will read and observe in order to render good service and qualify

himself for promotion.

If such "seeking attitude" does not exist in the staff, the Manager 
must try to evoke it and he must encourage self-training by suggestions 
and appreciation

Self-training is a good ttiing but it is not enough. It must be 
stimulated and supplemented by oi-ganized training; Such organized training 
is internal as well as externals An example of internal organized training 
is the job induction which is carried out in accordance with a detailed 
programme and also class-room training organized by the Manager or some other 
suitable specialised person.-

The Manager should plan a programme of internal training with all 
details of subjects to be covered and should make it clear to himself and 
his staff how- and by whom, when and where this programme is going to be 
implemented,’

The subjects would cover all the various aspects of the society's 
operations and in addition such subjects as aims and objectives of the 
Cooperative Movements, cooperative principles, the. functions of the various 
sectors of the society etc.-

Staff meetings are another important medium of internal training, 
and at the staff me£itir]gs the Manager, the Board members, the internal 
auditors, etc.- can discuss various matters and invite the- staff s opinion 
and contributions to the solutions of the matters.- This is also a good way 
of getting the employees feeling involved in the society's business.

The external training, must siiit the individual employee. External 
staff- courses could ,be organised jointly with other societies and/or with 
the Cooperative Union/College,

The Cooperative Union could also together with the Cooperative College 
establish a Correspondence Schoo:|., so that every employee -within the whole 
movement can get that knowledge he or she needs for the daily work, and for

12
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making a career.

Through the internal training, correspondence- courses from the Correspondence 
School and oral courses at the Cooperative College the employees get an 
integrated education where the training is a part of the work,

6ALARy AND SOCIAL mFARE '
The liiost important motivation factor for an employee to do a good job 

is to give him an attractive salary which shoiild be linked partly \'ri.th his 
performance either in sales and/or net surplus. This would also improve his 
stake in the organisation and make him an honest worker.

Every employee is first of all interested in a guaranteed basic income 
at Iqast big enough to m'eet his normal requirements. Therefore, the societies 
must pay at least a salary ias fixed in the agreement between the staff's trade 
union (or the "market rate" if that is higher). Furthermore, the society 
ought to have a supplementary incentive salary system which makes it possible 
for the employees to.earn more- than the ordinary salary, if they do their 
best in the cooperative service.

Incentive salary system may be found useful for compensation to the 
chief executive of the business as well as to the other staff, because the 
volume of business and the net result of the operations depend to a very 
large extent, directly on the capacity of the .Manager and his staff.

Employees whp are given high salaries an4 who know that they receive 
high salaries, will be willing to carry a heavier workload and will endeavour 
to render better'service than others. The result may well turn out to be 
a lower relative cost - a lower unit cost than if a smaller pay were given.
He will in. that case probably not /'take the various risks involved in 
loosing a..good 30b.

Welfare service
Social Security Lav/s offer very often some protection to all citizens 

irrespective of sourco and size of income  ̂and even if such public or semi- 
public measures are developed, there are still scope and need for quite a 
number qf various services or group activities to; be offered or sponsored 
by the employer, or to be administered on a self-help basis by the employees 
themselves.

Such services and joint or mutual activities aim at giving additional 
security over and above the benefits offered by piblic schemes. The 
employer' should be interested in such additional security, because it 
results in low staff turnover and makes the employment in his business 
attractive. The employer .should be interested in the welfare of his employees 
from a business point of view as well as from the humanitarian point of view.
The employee is interested because he wants as high a degree of safety and 
security as he can get.
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Different kinds of velfaĴ e services

- Reasonable working hours
- Holidays
- Benefits in case of accidents, illness etc.
- Loan facilities to cooperative employees who are in temporary 
difficulties

- Gratuity
 ̂Bonus

The employeê , may get into various kinds of domestic problems, causing 
them considerable personal worry which naturally affects their efficiency 
in the society's business. The Manager should tiy to gain the confidence 
of his employees to such an extent that the employees do not hesitate to 
bring their personal problems and seek his advice. He should be ready to 
give suitable advice to the employees and help them to get out of their 
worries. In some cases he may even send them to such places where they 
could get the needed- assistance. Such advisory assistance must, of course, 
be of a very personal and confidential nature.
COI#fflNI CATION

Two-way communication between the-management and the employees is of 
extreme importance as it could solve many problems involved in the running 
of the society's business. In fact, the employees (salesmen and supervisors) 
are the people who are closest to the. customers-msnbers, 'and as such know the 

custoffl̂  daaands, their likes and dislikes, their taste^®'^fhe management
should therefore make, use of this knQwledge of the. emj^oyees for the benefit 
of the society. It is also, a psychological factor, saying "if the employees 
feel involved, in t/ie- decisions of the management, they will be more interested 
in the fulfilment of the targets fixed by the management.” I have seen 
many cases where the management have had weekly meetings with the employees 
in which they have discussed the various problems of the society's business, 
and in this society, business has been extremely good while in other societies 
where communication has been more or less comple\;e.ly absent, the morale of 
the employees was very low, and the atmosphere in iihe societies was not- 
very good resulting in frustrated employees and low sales and dissatisfied 
custojners~m embers.

It is therefore to be recommended that weekly or at least .fortnightly 
meetings should be held in which the management involves the employees, 
and whenever the manag^ent has possibilities to meet the employees, they 
should take the opportunity to show their interest in the job/performance 
and stimulate the employees to make a good 30b.

REDRESSING OF' .GRIEVMGES
In a consumer cooperative society where often many employees of different 

temperaments and-customs work together, . it is possible to have clashes of 
interests among the employees as well as between the employees and the



management. Many roanagers and Board of Directors think that the best way 
to overcome these problems is to forget about them. However, one must 
realise that the only way to solve these problems of redressing the grievances 
of employees is to at once attend to them and try to settle them in the 
best interests of the society as well as the employees.

It should, therefore, be clearly laid down in the Staff Rules and 
Regulations of the society the procedure for redressing the grievances.
It is advisable to form a kind of a Grievance Committee or a Staff Council 
which could settle these grievances among the employees. Such a Committee 
could also be a common forum for the employees to voice their common 
grievances to the management for settlement.

If the management can entertain and redress the grievances of the 
employees properly, the authority and reputation of the management among the 
employees \d.ll enhance and the management will be looked upon with respect 
by the employees and this will also induce the employees to do their best 
for the management/society resulting in that they are identifying themselves 
with the management and the society,

TERMINATION OF B4PL0YMENT

Employees may leave the service of the society for several reasons and 
in several ways. They may end their employment by voluntary resignation, 
by hono-urable discharge because of fluctuations in business or by discharge 
on accotmt of unsatisfactory performance, inability to get along with others, 
dishonesty, etc.

If the resignation or dismissal is not caused by personal conduct on 
the part of the employees, it is a moral obligation on the part of the 
manager and the Board to see, that the person leaving the society after a 
period of satisfactory service is helped to find satisfactory employment 
elsevrtiere and to start in a fresh job with good certificates from the 
society. The records should show the reasons why the employee's services 
were dispensed with.

A dischî irge is a very difficult and unpleasant matter. The manager 
can do much to reduce the number of such cases to a minimum. Dismissal for 
reasons of personal conduct can, in most cases, be traced back to neglect 
in the original selection, in wrong placjement of the employee, in defective 
training, or in insufficient follow-up etc.

If the Manager had been a good Personnel Man • before and dtiring the 
employment of the dismissed person, the dischai^e would perhaps not have been 
necessary.

A person ^ho has been discharged on account of unsatisfactory perfonnance 
shotdd normally be not given a certificate that v/ill enable liim to continue 
in cooperative service elsewhere. Exceptions may however, occur.
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All cases of discharge should be dealt with and decided by the Manager 
ia consultation with the Board. In Reviewing the case, the management should 
try to find out vrhether the circumstances iridicate, weaknesses in recruitsnent, 
job induction, chooking and control systems or other aspects of management.
If such weaknesses are found the management must see that steps are taken 
to improve the conditions.

s u m m a r y

One can understand that personnel management and training, is of extreme 
impor-tance for consumer cooperative societies where the human being is such 
an important tool.' It is therefore important that matters relating to 
personnel have to'l̂ e handled with care and tap.t so' as to create an anployee- 
orienteij atmosphere resulting in that the whole so'cietybecoming customer- /is 
oriented.

To lay down these prop'edures 'and tedihiques uped in personnel management 
is a very challenging and tpugh Jo,b which, if possible, should be dealt with 
in consultation with the National'̂ 'ederation which shoû -d have a consultancy 
department dealing with matters concerning planning, recruitmen̂ t, induction, 
training, etc. of employees. ,Jf the personnel management could be handled 
on a national level a skilled staff cadre could be created (staff pool) 
which shoiild be a good source for the Board of Directors in the various 
societies when recruiting managers and other senior employees. Such a 
joint action will give strength to the Consumer Cooperatives as' this will 
help ’create their sswa consumer cooperative labour market full of employees 
interested in giving tiaeir best to reach higher positions, and at the same 
time, give the best possible service to the customers-members.
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G/ 25.4*1969

JOB DESCRIPTION

BRANCH MANAGER

Place in the Organisational Structure
Placed direct under the salep manager.
Responsibility - authorities;
He is responsible for the entire activities of the Branch and also for 
achieving the targets in the approved budget.

%

He is authorised to take decisions in matters concerning the day-to-day running 
of the store which makes'it possible for him to achieve the targets.
\ 'T
He will observe and function within the framework decided by the management 
and observe all laws, rules and directions issued by public authority in 
respect of retail-di^ribution of’goods;

Duties;

Personnel Policy 

-W or ko .̂i s 5t̂ i or̂ ;

Traind^g

Recruitment/ Termination

Management, meetings

Within the framework of the personhel policy 
laid down by the management, adopt such practices 
'Which inspire teamspirit and good results.
Supervise and instruct the staff in their 
work according totheir duties. He will be 
responsible to allot the work to the personnel 
according to-the work load’and worked out 
programmes. Supervise that the staff treat, 

the customers in a polite way.
He is responsible for the induction of employees.

Evaluate the working of staff under him and 
recamnend their increments, confirmatioi etc.
In collaboration with the section managers, 
work out plans for the staff working hours.

Keep 'record of employees of his store'.

He is responsible t'o • see that staff achieves 
the right theoretical as well as practical 
training as their job demends. Assist the 
head office to plan and organise its staff 
training programmes.
Recommend r'ecruitment, transfer, promotion, 
and termination of employees.
Arrange weekly meetings with the section 
managers and other officers and at these 
meetings discuss matters concerning management 
of the store.



staff meetirkgs 

Supervising the staff 

Staff purchoeea

Stock-taking

Budgeting

Budget Eval'uatioi

Ordering

Buying _

Assortment

Leakage

Pricing

Sales Planning

He is responsible to see that regular staff meetings 
are held by the Section Managers,

Supervise that in-struction.-s, rules ajid regulations are 
observed by all employees,
Hq'i.s.r.espQn,aible.to see that the staff when making 
their own purchases are following the procedures 
laid dovm.
He is responsible for organisation and coordination 
of stock-taking.
Work out budgets according to instructions from Headij 
Office in collaboration with the Section Managers,

Informing the people ccncemed abou^^he results'" 
achieved, deviation from the budget and discuss thes|| 
with the-Section Managers,

Superî ise that the ordering of goods t^es place 
according to worked out routines and also, assess 
the‘quantity of goods isa^ed to various sections.

Supervise that goods are bought frcm sources 
approved by the management.
In collaboration with the Head Office decide about 
the suitable assortment for the branch.

Supervise that the Branch is working within the 
framework'regarding assortment, stock value, turnover 
of stock and that the assortment is kept up-to-date 
aid. that the goods are kept in proper storage to 
avoid'shop soiling.

Ensure that leakage in the Branch is not above the 
limits allowed in the approved budget.

Decide in matters concering pricing and supervise 
that the price fixed is in accordance with iphe'̂
Head Office intention.

Collect the basic information for the preparaticn 
of sales prcmotion plan, frcm the Section’M'anagers 
and in collaboration with the Sales Promotion 
Manager work out a sales prcmotion plan for the 
Branch,

He is re^cnsible to sec that the planned activitieŝ  
are' implemented in his branch in collaboration with 
the Qmplcyees of the Sales Promotion Department,

Supervise the result of previous activities.



Space Utilisaticai

Control

Market

P. R. Contract s

Planning of the space needed for various departments 
of various seasons, alsô  changes in the location 
of departments, canmodity groups etc".'and also the 
utilization of equipments, furniture and fixtures.

Supervise that the internal control system, is 
functioning (gtock-control, cash control, staff 
purchases).

Supervise the stores" operational area end, the  ̂
development within the..area (cempetitors, custcmers, 
etc,)

W&tcb tHe oompetitore' vesr of marketing their goods 
and stores.
In collaborat̂ ion vfith the Head Office get in touch 
■with press and other organisations, elected 
members, municipal authorities etc, and inform 
them about-the activities of the store.

financial Powers

Keep in touch with Customer complaints.

He will be authorised to approve payments upto 
Rs, 50 at a time for general expenses subject to 
a maximum of Rg. 500 a month. A statement giving 
details of such accounts will be submitted to the 
Sales Manager.



JOB DSSCRIPTOTi 4

SECTICN MMAGER

Place in the organisational ^icicture;
Placed direct luider the Manager of the Branch and is bound to follow his 
directions. He is also bound to follow the directions of the Assistant Manage!? 
in matters within the fields of which he is in charge.

The Section Manager is authorised to direct the staff placed under him in 
t'ha_ organisational structure.

Responsibilities - .Authorities
Section Manager is responsible for the "duties” fflantioned in this statement 
and he is also r3'sponsible. to see that the approved budgets are followed.

He is generally to work within the general direction of the Branch Manager,

Duties
PeTsonnel Management

Budgeting

Evaluating of Budgets

Assortment

Storing

Distribute, instruct and supervise the emjHoyees 
in their work and check'̂ ;hat the duties of the 
Sales Assistant are done according to the worked 
out job description ^d work organisation.

Stimulate them to good performance and a good 
teamrspirit.
Supervise that the staff treet the customers in a 
polite way and also see that they tiy to do their 
very best for the customers.

To discuss and make recommendations to the Branch 
Manager concerning necessary changes in the staff 
composition and,the duties of the staff.

Work out budgds for the department, according to 
the routines decided by the Head Office, in 
collaboration with the Branch Manager,

After the meeting in which the budgeted results 
have been compared to the result achieved and the 
deviations have been discussed, the Section 
Manager is bound to act and take measures stribtly 
according to what have been discussed and decided 
at the meeting.

Ho is bound to supervise the assortment and give 
re commend at ions to the Branch Manager conceming 
changes.

He is responsible to see that the flfcock-in-trade ^  
up-to-date and that the worked out procedures are 
followed ccnceming stock value, speed of stock etc<



Buying Ordering

Arrival Control

Pricing

Sales Managejnont

Order the goods as per worked out routines and 
worked out time schedules.

Supervise that the goods arc bought fron sources 
approved by the Head Office,

Supervise that the arrival control is working 
according to the worked out routines (price, 
quantity and quality).

Follow the prices decided by the Head Office, 
and Branch Manager.
He shall work out and collect the basic Information 
for the preparing of the sales plan and hand it 
over to the Branch Manager.
He shall participate in the decision of the total 
"Planning of sales and public relations activities" 
for the Branch,

He is responsible to see that the planned activities 
are implemented on his section in coUaboraticn with 
the Branch Manager and the employees of the S^es 
Pranotion Department, He is also responsible to see 
that the sales assistants are taking active part 
in the sales promotion activities of the department.

Goods Display

Porgonnel Management

Instruct the staff in goods display and how to keep 
the dust aWay,

Make reconmendations to the manager, concerning 
changes in location of goods and utilisation of the 
space and also necessary changes in furniture 
fixtures &nd other equipment.

Supervise that the staff when making their own 
purchases are following the worked out procedure.

In collaboraticai with the Branch Manager work out 
budget conceming staff and labour costs and within 
this'framework adjust the need of staff according 
to the work loads.

Grant casual leave and short leave to the staff, 
give his assesanent of the staff working under him.

Work out a detailed work-organisation for the 
section and'discuss this with the Branch Manager,
The approved, work organisation for the section be 
put at the "Notice Board" and consist of (i) Written 
work-organisation (ii) lime Schedule, , (iii) Drawing 
of the Department showing the areas of responsibility.



staff Information

Control

Sb ock-t aldjig 

Leakage

Claim for Compensation -

Work out plans and statements for the staff's 
working hours, working days and holidays* The 
approval of these has to be taken from the Branch 
Manager,

Arrange weekly staff meetings and provide informa­
tion concerning sales, costs, results, assortment, 
new ccmmodities, sales plans, sales promotion plans 
aadhow to implement these plans in the section, wori 
out Various targets in collaboration with, the staff, 
staff rules and regulations etc,

Supoi'T/ise that the staff is following the various 
instructions and the staff rules and i*egulaticms.

Organise and. check the stock taking of the departmen

Responsible to see that the staff is following worke 
out instructions concerning ^op lifters. Ensure 
that the leakage is kept to the minimum and in no 
case exceeds the limit fixed by the management.
He vrill also be responsible for the stocks.

Responsible for thd fumit-ure, fixtures and equipment̂  
used in the department and that they are taken 
well care of*'

The claim for compensaî ion fran customers or exchangi 
'or goods shall be handled by the Section Manager.
It should be handled properly. This is to 
remember that the store's good.will can very easily 
be spoiled if these things are not handled with 
care.

Gleaning

He is responsible to see that the goods and other 
ccmmodities included in the sales place are 
available in the department at the right time 
and at the right qualitities.

To scrutinize the sales perfonnance during the 
sales planned period and work out statements 
for the sales of various goods, new articles etc. 
Work out Witten comments for the sales performance 
and to grade the activities and kind of goods 
as poor, fair or good. This "evaluation of sales 
Performance" shall be handed over to the Branch 
Manager who vrill work out a total "evaluation of 
sales .performance", for the whole store,

%He is re sensible to see that the cleaning of the 
department is done in a proper way.



JOB nESCRIPTICN

SECTION Mil^AGER BRiiNCa STORE ( ^ B S )

Place in the Qrgalisatlcmal- Structure

Placed direct under the Branch Manager and is bound to follow his directions.

The Section Manager Branch Sto're is authorised todirect staff placed under him 
in-the CJrgamisational structure.

Responsibilities - Authorities

He is re^onsible for the duties stated imder "Duties" in this statement.
He is also authorized to take decisions in matters ccnceming the stated duties.

He is bound to work within the framework and regulations decided ty the Branch 
Manager,

Duties
Personnel Management

Budgeting

Arrival Control

Price Marking

Deliveiy of goods 
frcm store to salesmen

Distribute, instruct and supervise the employees 
under hdjn in their work and check that the duties 
are perfoimed according to worked out job-descrip- 
tions and work organisation.

Work out budgets for staff and labour costs in 
poUaboratiGn with the Branch Manager and within 
this framework adjust the need for personnel.

Responsible for checking the bulk goods received 
•against the Purchase order^challans.

Responsible for quantity control, quality control, 
and control of the cost price and checking of the 
goods against invoices or delivery notes.

Registering of invoices and marking the notes with 
retail price.

Responsible for the price marking of the goods 
according to worked out routines and the decided 
retail price. Also to see that the price is marked 
at a special place and also date of delivery.

Collect- the orders frcm the Section Managers 
according to worked out time schedules.

Collecting the goods in the store and transport 
it-to their place at the sales department.



Sectita i Manager. Branch Store (co n td .)

Arrmgxag of goods 
in the store room

Leakage

Responsible to see that the Section Manager is 
■"'informed'abduf*the goods delivered.
RespQn;gible,.j>.Q'that.'.the-goods in thfe store 
room are kept in good order and that dirt and 
dust are kept- away' tiy the staff of the store.
The goods in the store room should be located 
after a worked out plan based on̂,-(i) internal 
transportation, - (ii) comin'ddity 'gf'oups, fend 
(iii) the location of goods .in the sales department

Ensure that the leakage is kept to the minimum and 
in .no case exceeds the ]iaiit fixed by the 
management, he will also be responsible for the 
stocks.

Returning/Ccmpen sat ion -

Snpties

Stationery

Responsible for the fuxuiture, fixtures and 
other equipment used in the store and that they 
are taken well care of.
Responsible for returning of goods and claiming of 
compensation according to worked out procedures 
and agreements.
Responsible to see that the empties .are taken care 
of according to worked out instructions and that 
..they are properly stored and returned/sold.

Requisition of stationery such as paper bags, 
paper- roles etc, and storing of such common 
material for the Branch,

Time of delivery

Personnel Man^ement

Staff Information

Responsible to see that the goods ordered from 
Head Office or other suppliers are delivered at 
right time and at right place, fecial attention 
must be paid to the goods included in the "Plan 
for sales and sales prcmotion activities".

Work out plans and statements for the ^aff working 
hours> working days and holidays. The approval 
of these has to be made by the Branch Manager,

Grant casual' leave or short leave to the staff 
under him.,

Arrange weekly staff meetings and give information 
concemlng sales, costs, results,- sales planning, 
rules' and regulations, and how to improve the 
fimctioning of the store etc.



Section Manager. Branch Store-(cantd-)

Stock taking 

Control

Sales Planning

Gleaning

Organise and check the stock taking of the 
dep artiâ t ^

'Respoisible to see that tlje staff is following 
worked out instructions, rules and regulations.

Ensure end be responsible for any shortages or 
pilferage in the store.

Participating in the decision of the "Sales and 
Public .relations botivities" and have to collaborate 
with the section inanMgers and branch m'anager in 
matters conceming procurement of goods.
He is responsible to see that the cleaning of the 
store is done in a proper way.



SALES .ASSISTMT 

Place in the Organisational Structure

iPlaced under the Section Manager direct md 'is bound to follow his directions. 

Responsibilities - Authorities.

10

JOB DESCRIPTION

He/she is responsible in doing the duties stated under "Duties" in this 
sbatementi

He/she is bound tovork within the framework and regulaticns decided by the 
Rgnager of the store.

■Duties

Selling

Ordering

Arrival Control

Storing

Display of goods

Care of Goods

Selling of goods end ccntact with the customers 
and if needed his /her sell±ng shall be enlarged 
to neighbouring sections/departments.

Order the goods at the fixed time, prepare and 
send the indent through the Section Manager who 
shall check the quantities indented.
Check quality, quantity, price marking and 
registering of'the goods according to the delivery 
note.

Inform the section manager about the need to 
take measures for clearing some kind of"goods.

Eilling up the goods in the shelves and racks 
and check at the .same time that the goods are 
price marked saad in good order.

Before filling up the goods, the salegaan shall 
clean the shelves and racks and always keep the 
dugt awav. .The goods shall be displayed and 
the "finish" of the racks and shelves shall be 
done according to the instinictions from the 
Section Manager in collaboracticn with the Sales 
Promotion Manager and the staff emploj^d at the 
Sales Pr cm at ion Department,

Each day before the Store is opened the sales 
assistants shall check the display of goods in the . 
shelves and racks and clean the goods, shelves and 
rasks from dust. At the same time the quality 
and price marking of the goods shall be checked.



11

Sales Assistant (contd)

Price Marking

Price, changes

Claim for Gcmpensation -

Control

The sa les  as s i  ̂ 'an t i s  responsib le-to keep the 
area fo r which Ĥe/She i s  responsible, according to 
the "dTawxng’'- in-'good order and keep-thB d ir t  
and dust away.

If goods are damaged it should at cnee be removed 
frcm the sales area and re-packed by the, saleanen.
If even tHe quality is not fair the goods should 
be returned or credited and tbrown away or ‘
"clearing" "sold". Decisions of the~"th'ree last 
alternatives have to be taken by the Section 
Manager as per procedure to be laid down by the 
Management,
The sales assistant ^all check every day the 
price marking of the goods as well' as the price 
placards noted at the shelves etc. Price placards 
shall be ordered and worked out by the sales prcmotion 
department according to worked out routines.

The saleanan shall cn directions from the Section 
Manager work out statement for price changes and 
also adjust and change the prices on the goods 
as well as on the price placards on the shelves 
etc.. Jhe section manager has to sign the price 
changes statement and after that these statements 
have to be countersigned by the Branch Manager.

Claim for canpensatian or exchange shall always be 
handled by the Section Manager and thereforethe 
Salesman daall always keep the customer in touch 
with the Section Manager in these matters. This 
contact be arranged in a polite way because
the store's goodwill can very easily be spoiled.
The sal'esaan diall try to prevent shop-lifting 
and report any sliortages to the Section Manager 
immediately.

If shop-lifting is discovered these things shall 
be handled according to procedure laid down.
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JOB DESGRIPTICM
SALES FRCMOTIO? MANAGER .(-6PM-)

Place In. the. Organisabicaial̂  Sfcructure

Placed direct under the Sales Manager and is bound to take directions frcan him.

The S^es Prcmoticn Manager is authorised to direct the staff placed under him 
in the' organisational structure.

-Responsibilities - Authorities

The 'Manager is' responsible for the duties stated under "Duties"
of this statement. He is also authorized to decide in the matters concemedi

He is bound to work within the framework and regulations decided by the Sales 
Manager.

Duties;
'Personnel, Management

Budgeting

■'Evaluation of Budget

Sales Planning and 
Public Relations Planning

Implement at itxi of 
Sales and P.R. Plans

Distribute the work, instruct and stimulate the staff 
and also supervise that they are doing their duties 
according to worked out job descriptions, work 
organisation, time schedule and area responsibility.

Work out budgets concerning staff and labour costs 
and within this framework adjust the need of 
personnel,

work out budgets for costs of advertising and 
costs for other sales premotion activities.

Take measures to adjust the results according to 
what have been decided and discussed at the meeting 
for Budget Evaluation,

■In', collaboraticn with the Sales Manager and 
Brahch Managers work out monthly and half-yearly 
"plans for sales and public relations activities".

These plans should be approved by the Sales 
'Man-agef,

Responsible to see that the approved plans are 
going to be implemented in collaboration with 
the Branch'Manager and that the following vrorks 
are done...by the Sales Promotion Department.

- Decora'JiiQn of windows and other places in the 
departments suitable for display.

- Arranging of demonstrations
- Arranging of other exhibitions.



Sales Promotion Manager (contd..)
- Displaying the campaign goods, new articles 

and all other goods included in the sales plan 
in such ways that it gives a high sales price.

- Produce and distribute leafSipts amcng the 
cusfccmers.

- Prepare drafts and layout for advertisement 
and advertise in the newspapers. “Advertising 
price-posters" etc.

- Producing of other price placards (for the shelves
and racks etc.)

- Responsible for the furniture and fixtures and 
other 'equipment used for sales promotion activities 
and also the utilisation of them among the 
departments.

- Decorate the store and various departments vriLth 
advertisement posters etc, according to the 
sales premotion plan.

- Preparing of tapes and manuscript for the loud­
speaker customers radio.

- The "Planning of sales aid sales prcmotion 
activities" shall also include a drawing over the 
store. On this drawing the places for advertising 
posters and other sales prcmotion activities as 
well as the places where to place the cempaign 
goods etc. should be marked. The sales promotion 
mmager has to see that the activities are well 
spread over the store and coordiated between the 
vaziDus departments,

- Responsible for the whole "finish" of the store,

- Evaluating the total sales performance for the 
period and report it to the Sales Manager. After 
that the perfonnance should be discussed at the 
monthiy sales meeting and measures taken.

Personnel Management - Participating in employment of employees.

Give pemission for not more than one free day.

VJork out a detailed work organisation for the 
department and discuss this with the Sales Manager.
The approved work organisation for the department 
shall be noted at the "Notice Board" consifjting of 
(1 ) written work organisation, (ii) time schedule,
(iii) drawing'over the stores Rowing areas of 
re spon sibility.
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Sales Prctooticn Manager (ccaitd.)

Staff Informaticn

Control

Gleaning of the worktop - 

Lighting
Stationery -

Checking the ccmpetitors -

Work out plans and statements for the staff working 
hours, working days and holidays. Ihe approval of 
these have to be done by the Sales Manager.

Arrange weekly staff meetings and give information 
eonceming sales, costs and other sales performance 
and outcomes of realised sales and public relation 
plans. Also how to improve sales promotion activi­
ties etc.

Supervise that the staff is foUovting the worked 
out instructions and rules and regulations,

Re^onsible to see that the Workshops operated 
by the S,P, Department are kept in a good order 
and that dirt and dust are kept away by the staff.
Responsible for the lighting of the whole store.

Responsible for ordering of stationery for the 
P,K, Department from the Head Office or "buying fran 
sources gqpproved by the head office.

Supervise the sales and P.R, activities done 
by the ccmpetitors and report and discuss trith 
the meager if any action needs to be taken.

The S,P,M, shall study other enterprises and 
other societies sales planning and P,R, acti-vities 
in order to improve and bring new ideas to the 
store.



A MODEL INTERVIEW GUIDE

GTiide for intorviewcrs

1. General advlco 

Simple introduction

Bring the applicant at ease 
Encourage the applicant to speak 

Be kind and neutral

Direct the conversation towards' desired information 
Adopt choice of words 

Take oner thing at a time 

Avoid directing questions

Avoid questions which can be answered 1:̂ "yes" or "no”

Ask concrete questions
I

Put follow-up and verification questions
Don't moralize

Don't promise too much

2, .Contents
Explain the purpose- of the interview

Explain the objectives and aiias of the Society

Ask the applicant about his present or the latest employment
I

Ask the applicant about his previous employments 

Find out the reasons for change of em.ployment 

Ask the reasons for applying for this employment 

Ask about the applicant's military service, if any

Ask about the schools and specialised courses attended by the applicant
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Conditions during adolescence 

Present personal conditions 

Hobbies
State of health 

Plans for the future

Explain the tasks attached to the position ajplied for 
Conditions of employment

3. Purpose

Collect in̂ ônnation 

Give information 
Create coilfidence 

4-. Preparations

Analyse the work

Acquaint yourself vdth the employment form

Examine applicant's school and employment certificates and references 
Plan the intervifew 

Adjust the environment 

5. Revision
Revise the material at once. Allow yourself plenty of time 

Notice sources o£, error

How do the demands of the work agree with the person's qualifications 
concerning :

- environment
- tasks
- group
- etnployment conditions 

Which development is possible.
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INDUCTION SCHEDULE

APPENDIX NO, 3

The Induction programme should start with a welcome letter to the 
new employee on the lines given below :

Dear friend :
We want to give you the advantage of getting instructions 

about your new work in a systematic way. We are convinced that 
this will help you to got on with your new work which will be 
satisfying to yourself and satisfactory to your associates and 
the- manag^ent.

We enclose herewith an induction programe for you, which 
we think you ought to know. This programme is intended to help you to 
perform your tasks efficiently and well. For this reason we have
appointed Mr ....... . (here give 'the name) as your guide to
help you go through this programme.

To be able to bring order and method to this work, you 
will please tick mark the items on which you have received the 
information.

Make notations on the stated place and let these notations 
be your guide.

Welcome to the staff of ...... . (here give the name
of the organisation)

Name.............  Shop/Dept.

Name of the Guide ........ .

First Day 

I have been
infomed about the system for induction
introduced to my associates and colleagues and to their tasks 
informed about brealcs, working hours etc,
ehowu the ataff rest room and the drawer/cupboard to keep my 
personal belongings
given a set of working clothes/uniforms and have bean informed 
about their care
sho\/n the shop's/department's spaces 
shown the staff canteen



I have been
taken round the shop., hy the. head, of the Dept, and have 
been informed about :

a, the organization of the shop
b, the use of the premises
c, the usual routine of the goods of the shop 

informed about the 'rules for the lifts and their use 
inforaied about the procedure for purchases by stafi* members' « 
acquainted with the first tasks on the work organisation 
shown the notice board in the shop/department 
informed about the function of the staff control 
given opportunities to ask questions

Second Day 

I have
had opportunity to put questions about the first day's briefing
been informed about the principles of salesmanship
received first instructions about the cash-box and been informed 
about :

- general rioles for cash-accounting
- acceptance of payment ...
- customers' complaints .
- cash counting

been infomiGd about shop-lifting
received work instructions according to the work organisation
been informed of the rules for reporting sick, leave, earned 
leave etc., salary system, advantages, pay-day, holidays and 
othSr matters which are set down in. the Staff Rales and 
Regulations
received a copy of the Staff Rules and Regulations, and I have 
gone through the same carefully and understood them.
been inforjjiê -of the objectives and goals of the society

Third Day 
I have

had opportunity to put questions abput the second day's briefing
been informed about sales-targets - sales planning, department/ 
shop planning, procedure for receiving information, (is’feeff meetings)
'been given the instruction manual for the department where I 
work and the final repetition of the work organisation
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Third Day 

I have
been inforued about the principles of placement of goods, 
ordering systea and the fiinction of arrival control
been informed about the rest of the shops/depar-tment stores 
of the society as I may be transferred to these.-shops/Dept,-Stores.

Fourth Day 

I have been
informed about how to get Icnowledge about the goods and articles 
informed about how to return defective articles 
informed about the control of goods and its importance 
instructed about price-marking and price-changes 
informed about the assortment of the department/shop 
been infonaed about the safety directions etc.

SECOND OIWARDS 
I have

received running instructions and help
been informed about the society's activities and hov? to be a 
member of the society
discussed personal behaviour and salesmansMp
been informed about the Staff Club, Staff Council and their 
activities

been informed about the possibilities of training in the society
been informed in more detail about the socieiy's aims and policies
bean informed about the Trade Unions
been receiving training in arrival control of goods
been receiving training in how to handle display of goods1 *
been informed about the system for keeping my department tidy
and '̂n good order
got my duties and authority delegated according to the job- 
description and work organisation
beea receî 'ing training in selling of articles and sales argument 
spent more time in. serving customers
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SEGOfro 0NWAPJ3S (Gontd.)

I have
paid study visits to other shops/Super Markets
studied information about retailing such as merchandise display and 
salesraanship,
gone on a study visit to a Production Plant
ihfomea the Manager about my impressions and experiences from my 
first week in the shop/departmez'it,
inforrfled about the training facilities which are offered to the 
employees.
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I have
paid study visits to other shops/Super Markets
studied information about retailing such as merchandise display and 
salesraanship.
gone on a study visit to a Production Plant
infomed the Manager about my impressions and experiences from my 
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TECHNIQUES OF EFFECTIVE SALESMANSHIP 

by
Ragnar Arvidsson

Retailing of today is a very difficult and challenging tasli . due to

new techniques, stiffer competition and increased purchasing power of the

consumers, we will come to know more and more about the human beings who

are our customers and potential customers; and as we are entirely dependent
upon them, we have to learn their demands, their behaviour and their impulses
and impressions through observing and listening to them.

Customers and potential customers of today are more well informed and
well \mderstand the various information presented to them through
different communication medias, concerning quality, price, assortment, etc.

Customers are also becoming more and more conscious of their importance

, to the retailers, and also about their rights as consumers. This has

probably changed the market position from that of a sellers' market to one 
' a
of/buyers' market.

What is happening today is that the customers and potential customers 

are becoming aware of the changed trends towards the buyers' market. They 
are also forming more or less permanent impressions of certain shops* Out 

of these impressions, shops are rightly or wrongly compared with each other, 
and \iltimately it is these impressions which determine the choice of a shop 

by the potential customers for patronage.
The basis for such impressions of shops are the following :

a. Assortment, -price, and quality of goods in a shop
b. Location of a shop



c» Advertising and public relations activity in that shop

d* External appearance and size of the building in which the
shop is located, (It is always the Shop front which attracts 
attention of the people,)"

e,v The internal arrangements in the shop

f. The salesmen and their behaviour towards customersi

People require all varieties of articles in̂  wide ranges in quality, 
but when customers go to b\:Qr a partictilar article, they would always like to 

select and in the process surely visit various shops before they make a 
purchase. The final choice of the' shop where they will make their purchase 
will depend upon %he. quality and the time at their disposal. This will 

present two alternatives to the prospective customer,

a. If the customer is in a hurry, and is not particular about the price
and quality of the goods he wants to buy, he will select a shop

which is. knovm to offer goods at low or at least reasonable 
‘ prices for the article he is normally familiar with; or

b. If the customer is particular about the quality of the article
he or she wants to buy, then the shop selected to make this
purchase will be one giving an impression of exclusiveness, special 
service, cIa ŝ,- comprehensive assortment, etc.

The result is that if the customers and potential customers fomi good

impressions of our society or'shop̂  th^ will probably’make more purchases

from us. We must therefore show ovir distinctive characteristics. We' shoiild
try to coAviiTce our customers that not only we are different from our

also
competitors, but we are/better than o\ir competitors.

We, who are rimning the business of the society may not have the same 
society's characteristics may 

opinion of our / as the customers/have- about us. For example, we may

perhaps consider that dividend is the most distinctive characteristic of any
society, but to many customers what is more important is not dividend but
the assortment of goods, prices and the salesmanship in the society/shop.
The public is really more interested in what the Store, has to offer in goods
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and seivices than in the aims and objectives of our society, and how we are 
striving to achieve these objectives:

I .
It will not help our society if the name of the "cooperative” is exclusively- 

associated with concepts like "dividend", "struggle", "Rochdale", "Cooperation" 
or "membership", since these terms only indicate the objectives, the means 

and the history and nothing about what the customers are likely to find in 
our society/shop.

Customers do not come to our shop driven by a desire to try out a 
different economic system, but rather they come looking for prepacked goods 
of good quality at reasonable prices in the right environments They are not 

so much inte-n̂ sted in ’’membership’’ but they are certainly interested in the 

"advantages"that go with the membership. If our society can give "proper 

consumer information" and "consumer protection" the customers will certainly 
patronize our society/shop for their supplies.

Now one may naturally ask why I have mentioned all these things about 

customers' impressions and expectations towards the society/shop; As the 
title of my paper itself suggests - Techniques of effective salesmanship - 

the purpose of my touching upon the above concepts was to dilve home the fact 

that the consumer cooperatives should treat themselves as Consumer Business 
Movement and realise that they have to compete with other competitors in the 

field on more or less equal terms i.e. modem management tools and modem 

and effective techniques of salesmanship, and that our customers will judge 

and are going to judge our, performance according to norms which we (insiders) 

are sometimes not aware of. Techniques of effective salesmanship are, 
therefore, some of the tools with which to improve our image in the eyes of 

our customers.

As assortment,' price policy, and location are dealt with in separate



papers, I will confine myself in this paper to advertising and

public relations activities, internal environment, and the behavioirr of the 

sales staff.
SHOP FRONT

As I have indicated above, the way in which the shop front presents
itself to the outside world, and the manner in which it claims the attention 

% f '
of the people around it is of extreme importance to the Society, for it is 
the shop front which to a very great extent, projects the image and the name 

of the society to customers and potential customers.
The compound, the parking place, and the cycle stand in front of the shop 

should be kept clean and in good order, and no empty boxes should ever be 

stored there.
It should be easy for the customers to enter the shop. The facade of 

the building should be nicely painted and a sign-board of suitable size (if 

possible with lights) should be put up'in front of the shop indicating 

the name of the shop and a symbol signifying that a cooperative shop is 

located there. The .compound and the facade should be illuminated to 

attract peopLe*
Display windows and show windows should be adequately illuminated and 

decorated during evening hours and frequent changes should be made in the 

display window^ This aspect of window dressing is dealt with in more detail 

in a separate paper on "Merchandise display in a Cooperative Shop".

The glasses in the Show windows and entrance doors should be clean 

and unbroken.
If your society has a Wa’bchman standing at the entrance outside, he 

should be nicely dressed in hmiform and he should be properly trained to 

attend to customers in a polite manner and give them correct information
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concerning the store in courteous language. I have seen cases in India 

where these Watchmen (Chowkidars) have behaved in such a rude manner that 

they have scared away the potential customers even 'before they entered the 

shop. If such things happen, then I do not need to predict what impression 
the customers would cariy about the image and reputation of the store.

Very often, the shop front is let out to private companies for their 

advertisement. No doubt this brings income to the Store and attracts customers 

but I am not sure whether it is the right Way to let out space to private 
companies, for each of these companies "decorate" some apace of the shop 

with a view to advertise and sell, their own goods and wares, and not the 

cooperative shop as a whole. This results in terrible composition of adverti- 

sonent and here I am raninded of a saying, "one cannot see the forest for 
all the trees"

The shop front should clearly indicate that a cooperative shop is 

located here, and if possible, a uniform system of sign-boards, symbols, 

colours and-facade should be used by all the cooperative shops so as to attract 
the customers to visit our shop and when they hear and see the word 

"cooperative" they should always associate it with a nice and functional shop 
having good assortment and quality goods. 
layout Aim LOCATION OF GOODS

Layout : • Customers must be able to find their way in the Store as quickly as 
possible and locate the goods they want to buy. On the other hand, we want 

the customers to go round the entire shop and see all our assortment. We can 
induce the customers to do this by creating the right kind of atmosphere by 

proper layout,of departments/sections and goods.

In a Super Market, the food/department is, as a rule, the highest
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frequented department. It is a magnet of the Super Market and therefore it 

is important that this department is placed in such a way that the customers 
have to pass through the whole of the Super Market before reaching this 

department/section. As all of you know, the margin in the food department 

is very low, and therefore we must not give the best location for 1:his depart­
ment, In a Super Market housed in a 'single storey building, the food depart­
ment should properly be located in the rear of the building so that the 

customers are forced to pass through other departments/sections on their way toi 

this department. On the other hand, if we have a'two or three storey building, 

the food department should not Toe located on the ground floor as the ground 

floor, from the selling point of view, is the best. Instead, we should either 

locate it in the basement if we have one, or on the first or secohd floor.

But in such a case the internal communication system and transport facilities 
have got to be taken into consideration.

To stress the importance of location of departments, let me mention 
the example of a Super Market in India, This is housed in a five storey 

building with the Food Section located on the ground floor. In a study I 

conducted in this Store on the customer-behaviour, I found that approximately

18,000 people visited this Store each day. As the food section is located 
in the best seUj.ng area on the ground floor, out of this 18,000, 90 per cent 

visited the food section, 50 per cent paid a visit to the first floor, and 

approximately 35 pej? cent visited the second and third floors. Only 20 per 
cent went up to the fourth floor. By moving the food section from ground

floor to some other floor in the building - the food section is giving.
t

extremely low margin and more or iless running under loss although it has an 

extremely good location - this section could be used as a sort of a magnet



to "draw customers to less frequented floors and departments/sections over 
the entire selling area.

Location of goods ; As you all know, customers want to buy goods which are 

related to each other not in so far as the price, the brand or the trade-mark 

are concerned, but in so far as their utility is concerned. We should, 
therefore try to present goods in groups according to their utility, as it 

is a logical division for consumers and as it also make it possible for us 

to present the goods in.a much richer and varied way. Keeping this in mind, 
we must also study the frequency with which the average customer buys 

articles from a particular group. Although we should try not to stock the 
typical goods with low degree of frequency, there are still a number of goods 
of low frequency.

(a) In some of the groups, for example staple commodities, the 
frequency is High in most of the articles and there we have to pay 
attention to the concentration of best selling articles v/ithin that 

group when composing the assortment and making merchandise display.

(b) Some groups are of lesser frequency and therefore we have to pay 

attention on how to stimulate the interests of the customers to buy 

from that group. In this respect, the less frequented groups are in
an tmfavourable position as they probably have some difficulties to meet 

the costs involved in stimiilating their sales. For this group, we have 

to try to use the whole assortment as a magnet and provide for a good 

buying atmosphere.
Even within each department groups of commodities and/or highly frequented 

articles can be used as a tool (magnet) in distributing the customers over 

uhe entire selling area.



In a self-service shop/department this way of utilising the "magnet" 

is of utmost importance for in’ this way the customers come in contact vrith 

the entire assortment. So far as sel^-service shops/departments are concemeci, 

one should take care to' see that goods of "impulse buying" nature are placed 

at the end of the customers' shopping tour. For, as a rule, people finish 

buying essential goods first according to their purchase-list and then relax 

and become interested in goods of "impulse buying" nature*
Other factors which should be taken into consideration in locating 

departments/sections and coiomodity groups are of course internal ti‘ansport 

arrangements, storage facility and possibility of exerdieing visual control 

of goods' so as to prevent shop-lifting and pilfering,

DISPLAY
When displaying goods on shelves, the goods must be placed vertically so 

as to give as many articles as possible an equal chance of being sold. The 

best selling level in a shelf is the "easy-to-see" and "easy-to-reach" level 

which is 4 to 6 feet from the ground level,. Heavy articles within the group
I

should be placed nearest the floor level in order to facilitate ease of 

movement and to give a proper balance to the display. It is also important 

to provide. If possible, enpugh space for each article in order to be able to
«

fill up the shelves with a whole bulk package at a time.
Colours also play an important role in display. Goods which are in

coloured packages are naturally good sellers and the goods in coloured
/

packages should be placed in such, a way that the different colours qf 
different packages are placed in a contrasting position with each other to 

give an attractive visual effect,

price-marking
Many societies do not seem to realise the utmost importance of price-
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marking. The very reputation of the society sometimes hinges on the presence 

or abseQoe of price-marking on goods in a shop. Customers alw^s-view gooSs . 

without price-tags with suspicion, I feel sad every time I see a display of 

goods whioh do not bear price-marking on them. When I see such a display,

I as a customer, feel that something is wrong and the first, question I put 
to the salesman is, "What is the price of this article?" "Why are the prices 
of the articles not displayed ?"

The productivity of the assortment is decided by a number of measures 
on the top of which we have shop layout and location of goods. Of course, 
the choice of fixtures is also very important.

Mistakes in planning in this field can, for many years, produce an 

unfavourable effect on the business, i.e. errors in estimating space required 

by a commodity group which may result in mixing up a commodity group, and 

spoiling the whole concept of the assortment.
Attention should also be paid to the right location of department/section 

and commodity groups in relation to each other as the customers have probably 

their own opinion about what they want to buy from the various departments.

I can give some examples from some of my study tours in the Region. In a 
Cooperative Super Market, I foimd that in the toilet department, tinned meat, 

sweets and snacks were being sold while in the same Super Market, in the food 

department, detergent soap and washing soap powder were being sold,

I have also seen shops where washing soap was placed together with

biscuits, probably resulting in biscuits tasting like.washing soaps. Even
if they do not taste like washing soap, the customer would probably go witht
th^t impression.
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The entrance to the shop, the centre of the. shop, and the departments/ 
.sections farthest in the back of the shop should be designed with the 
greates't care in order to ge-t customer-*flow in a, sales promotional way,’

EUMITURE AND FIXTURES-

When commodity groups and articles have to be displayed in an attractive 
Aianner, it is extremely important to utilise the right type of furniture and 

fixtures of suitable matching colours and designs. Even sometimes contrasting 
colours should be selected. However, one should remember that it is the 

article Itself with its packing and colour which is going to attract the 

customer to the department ratiier than the furniture or fix-(;ures in that 

department. The furniture and fixtures used in a department should be of 

flexible and uniform types as the layout and utilisation .of furniture and 

fixtures in the departnient/sedtion have to be frequently changed or altered 
in view of changing fashions and habits of customers. It is desirable 
therefore to have detachable elements in furniture.

' Before furniture and fixtures are boijight and placed in their positions,
/

the Manager or the Board of Directors should bring themselves up-to-date by 

studying and observing shops which have successfully used new sales 
techniques in the designing of furniture and fixtures.

The provision of the right amount of furniture and equipiaent is an 
important phase in the planning, and should be given due attention,

LIGHTING

One should create an atmosphere around various departanehts, commodity 

groups and articles in the shop, and lighting is by far the best media to 
■ create an atmosphere which helps in stimulating the buying impulse. In

I
fact, one can say that proper lighting is one of the best salesman in a shop*
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If possible, ojie should have, in addition to the normal standard illumination, 
connections for spot-lights on various places in the department/ section 

so as to Qiable spot-lighting of particular commodity groups or displays 

during different seasons. During my visits to various shops and Super Markets 

in the Region, I found in majority of the shops, the lighting was either 

insiifficient or unsuitable, and it seemed to me that very few people in the 

Region have realised the import^ce of lighting. In the West, societiea employ 
experts on illumination and lighting or consult them,

salesmanship

Attracting customers to the shop is to a great extent, a question of 

establishing relationship between the sales staff and the customers. If the 
Manager or the salesman happen to offend a customer in some way, they may in 

a few moments destroy the goodwill and good relationship the shop staff have 

built up with that customer for years. It is important therefore to remember 

that cooperative shops are very much alike, and if one customer does not like 
a particular cooperati1/'e shop becaiise of bad treatment given to him, he will
I

certainly talk about it to other people and not only the reputation of that 

particular cooperative shop suffers, but also all the cooperative shops stand 

to loose their reputation.

Salesmen's behaviour towards the customers, the way they attend to the 

customers, the way they talk to the customers, and their knowledge of the 

goods they\are selling, good and hygienic habits among them, are of great 

importance. Therefore it is essential that employees are properly selected 

and inducted and trained, and when they show good performance, they must be 
given incentives and rewards. If we cannot engage ‘he right type of employees 

in our stores, the future prospects of the society are rather dark, as all 
retail trade so far, is dependent on the human beings to a very great extent.
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SALES PRCMQTIQN ACTIVITIES

In a retail outlet probably 80. per cent or so of the optimum sales can be 

reached through right location, assoriment-price-quality, size and -layout of 
the shop and the salesmen's behaviour. The quality of the shop's basic 

I condition build up the sales ability, image and also decide the number of 

regular customers and the shop's basicisales turnover.
To be able to achieve the additional approximately 20 per cent of the

optimum sales, it is necessary to start sales campaigns and advertising and

other public relations activities. The reasons for these activities are -

(a) There is one group of customers who, owing to lack of adherence to a

certain shop, can be easily won over or lost,
partly

(b) Regular customers of a shop mostly do their'purchases/in the same shop. 

This may be due to lack of time or insufficient supply of goods in that 

shop.

As it is of great importance for a cooperative shop to achieve optimum
t

sales and market share, one must first pay attention to the characteristics 

of the basic sales conditions, and then through public relations and sales 

promotion activities, reach optimum sales as this would result in a higher 
utilisation of the shop's/society's total resources resulting in turn better 

service to its*customers and members.
Public relations and sales promotion activities are meant to establish 

communication with the customers and potential customers* In other words, 

public relations and sales promotion activities will cariy a message from the 

sender (the shop) to the receiver (the. customer), and in order to understand 
and be able to communicate tl;iis message between the sender and the receiver, 

one must of course speak more or less the same "language". The receiver
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(the customer) is veiy often only listening to the message he or she wants to 

hear and reacts in different ways to different messages. Therefore, the sender 

has to use some tricks, slogans and subjective messages to a very great extent 

playing on the receiver's feelings and weaknesses. The customers of .today are 
more and more informed about the various tricks xised by the sender and are 

therefore in a position to resist the appeal made in-these messages in. adverti­
sements etc.

The sender of these messages (the retailer) has also come to know of the 

receiver's (the customer's) changed receptiveness to these messages, and is now 
tiying to partly change his strategy towards Consumer Information", as he is 

also aware of the very big possibilities of selling goods through proper 

infonaation to the customers concerning the goods.

For a consumer cooperative society, it should be, of course, clear that 

it should reach optimum sales and use the shop's/sociely's resources in the 

best possible way so as to increase sales of goods to customers and potential 

customers. The cooperative societies/shops should use sales promotion activi­
ties and public relations activities and give correct information about goods 

to the customers. They should also protect the customers from false and unfair 

advertisements, and from adulterated and spurious goods by guiding them through '

proper information by way of advertisements. They should never stoop to cheap
subjective

tricks, slogans and / messages, playing on the weaknesses and feelings

of the 'Customers, When consumer cooperatives adopt such an approach towards 

their customers, the private retailers '/jill not be slow in following suit, 

and immediately switch on to similar strategy resulting in general advantages 

to the customers and potential customers.

Before advertising/xne has to ask the following questions to oneself :

a. What are the targets of sales I want to reach ?
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b. What particular category or categories of customers do I' want to 
appeal to by the advertisement ?

c. What should be the message ?

d. How much money am I going to spend bh the advertisement ?

The above indicates that planning has to be carefully done as various ways *
and ineans used in advertising are integrated with each othel- and' .also eveiy 
single aapect taken must fit into a long-term planning and image of the shop/ 

society*

The creative contribution of advertising consists in finding out Which 

decisions, measur'es and "advantages will have the best effect when presented to 
the public so as to achieve maximisn goodwill, b-uying readiness elnd actual 

buying by the customers and potential customers; The advertisenlent should act 
as ah engineer in a threatre ihrwoing spot-light on the essential things 

at the right moment. Advertising is always aimed at optimising sales and 

increasing the number of customers and their average purchases.'
The amount of money required for advertising is, to a large- extent,

de'fcermined by the competitive situation in the market. In less developed

business areas, it will be a rather small amount involved in advertising,

whereas in areas with free competition and distinct trend towards large

societies and enterprises, the cost on advertising would be higher^ It is a

well-known fact that an article which is consumed more, such as essential

articles and daily necessities, needless or no advertisement to boost its 
/

sales, and articles which are not consumed frequently, silch as luxury articles 

like motor cars, jewellery, need'of ten extensive advertising 'to boost their 

sales.
It is extremely difficillt to assess or evaluate the contribution made by 

advertisements towards sales. Even then, 'the trend is towards increase in



expenditure on advertising, and the signs are that this trend will probably 

continue. There is a saying among Managers that, "half the money spent on 

advertising is a waste, but we dont know which half".

In a Consumer Cooperative Society/shop, one should have - 
• \

a) External advertising to induce the customers to come into the shop, 

such as advertisqnents through newspapers, leaflets, attractive 
facade of the shop, show windows, etc.

b) Internal advertising which is intended to attract customers already 
inside the shop and make them buy. This sort of advertising has a 

more immediate effect on sales and its efficiency and useful^egs is 
easy to check, Medias for internal advertising are the posters, 

the streamers, price-placards, demonstrations, consumer information 
pamphlets, internal radio communication, window dressing, and 

attractive displays so as to create the right buying atmosphere.
While sales campaigns are on, the external as well as internal advertising 

must be coordinated and integrated so as to achieve maximum results. Such 

sales campaigns shoixld also be coordinated with other cooperative shops/ 

societies at the local, regional and if possible national levels, and 
planning and production of advertisement material and the launching of 

sales campaigns should be timed so as to achieve maximum effect for the 
entire consumer cooperative movement and thus reduce tĥ  cost involved,at 

the same time achieving the desired impact. In fact this work could partly 

be taken oyer by the National Consumer Cooperative Federations as it is of 

importance to optimise sales within the whole consumer cooperative- movemerlt.

The advertisement material prepared must be used in suitable combinations 

for different advertising occasions. The various advertising occasions
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should be decided and laid down in the society's/shops total yearly sales 

prograiame. Many such occasion^ present themselves automatically by looking 

at the calendar. The different festi->7als, like the Diwali, the Christmas, 
the Id, Some other advertising campaigns can be connected vd.th seasonal 

sales of certain articles such as woollens in winter, which repeat every year 

with very little 'variation. Between these clearly fixed sales advertising 
occasions, there are slack business periods which must be made to yield some 

buying activity by introduction of new ideas. Arranging fanhion shows, 
competitions and awarding of prizes to customers are some of the ideas that 

can be tried during the slack or dull periods.
I will give you an example of how to plan and implement a sales 

programme in a cooperative shop and how to use the various advertising material.j

1. You must draw up a Yearly Sales Plan which should indicate by calendar 

what sales are connected with seasons and what sales are fitted into 

vacant or slack periods. There is no dearth df ideas which can be 

converted into sales promotion schemes for slack or dull periods.

This sales plan should be supported by a list of typical articles which

are normally demanded and sold during the various occasions mentioned

earlier. Such sales plans should of course be coordinated with the

Baying Plans of the society as otherwise goods which arc in great
be

demand during the various occasions may not/available in the shop.
2. Out of this Yearly Sales Plan, the sljop/society should work out a more

detailed tentative monthly sales plans (charts), and if possible, 
break them u;̂ into weekly plans clearly indicating: (a) what are the 
seasonal articles; (b) what articles are newly to be introduced to the 

customers; ’ (c) what articles are going to be offered for reduction

sales; and (d) what sort of advertising - external and internal should
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be used in supporting the sales during the said period.

The guide for planning such a detailed sales programme should be the 

previous years' record of sales - of achievements and failures* For example, 

in the previous -year, suppose we bought some seasonal articles and while some 

were very much demanded others became slow moving and the prices of the slow 

selling articles had to be reduced* We should guard against such situations 

bŷ  analysing the reasons for bad sales and keep the infonnation for future 
guidance.

The purposes of the sales plan are -
(a) to set sales targets which' will stimulate the Manager and the Sales staff 

to do their best to reach the tai êts; '

(b) to avoid mistakes in buying and selling' and to assess in advance what
type of goods could be sold during a particular period and the quantity 

of goods that could be soldj

(c)̂  to assess where in the shop these goods should be placed to reach a high
turnover}

(d) to analyse what kind of sales promotion activities are needed to sell, 

these goods and reach the estimated turnover,*

(e) to assess the requirement of personnel to handle the work involved in 

meeting the increased sales as per sales plan;

(f) to estimate the advertisement cost involved)

(g) to introduce new articles in a systematic way.

^ch a sales plan must be realistic and based on known facts. The plan 

should be based on past experience of sales, of seasons, of public holidays, 

of potential sales and consumption pattern within the business area, of 

availability of goods wliich particularly attract customers to the shop, days 

of payment.of salaries andvwages of customers, etc., competitors' sales
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policies,.,and efforts within the business area which may attract the customers 
from the outside -area,.

A'S the. staff and particularly the sales staff in a shop have a lot of 

ideas concerning how to improve and push up the sales, the Management should 

invite these employees to give their ideas and comments on the tentative sales<
plan* After these comments and ideas have been collected from the staff, 

the Shop Manager should work out a final and detailed plan incorporating all 

the ideas and suggestions. Thereafter, the Management has to :

(a) see what articles are finally going to be sold during the period, 
and purchase these and get them delivered in time and in right 
quantity,

(b) select and produce necessary posters, streamers, price placards and
other advertising material to be used as per the sales plan during 
the period and also where in the shop these sales promotion aids 
should be displayed, whether at the entrance, or in windows or on 
ceilings or walls.

(c) decide and prepare for demonstration, window display and other 
places in the shop.where the goods included in the sales plan should 
be displayed. These articles should be placed in the most frequented

place in the shop in order to optimise sales.

(d) prepare sales arguments and test the salesmen's knowledge about new
and additional articles which are going to be sold during the said 
period and discuss with the salesmen the various qualities, and 
ways of utilising the goods which are going to be sold duing the 
period.

It is important that the salesmen in the shop behave properly and 

patiently listen to the customers and observe what the customers are 

interested in and find out their needs. The salesmen shall question the 

customers in an intelligent tactful and polite way and absolutely not force 

the customer to buy and also ..give true and full infoimation on the 
articles shown to the customers.

Once a week the Manager shall summon the personnel to a short sales 

meeting. In the meeting the Manager and employees shall discuss :
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- the sales plan of the preceding week and the actual results 

-■ the sales plan for the coming week

- samples of new articles and/or compaign articles

- sales arguments for these articles'

- Current matters concerning the shop/so6iety, such as matters relating 
to personneli economy, estimated turnover, work-otganisation etc.

At the sales meeting both the Manager and the staff shall take and give

information.

Approximately .3 days before the sales period starts, the shop must be 

'dressed and prepared as per the sales plan and the salesmen prepared to meet 

the customers deman(i so as to optimise the sales.

CUSTOMERS" complaints
Retail traders are gsuerally hesitant to entertain customers complaints 

once the goods are purchased and taken delivery of and paid for by the 

customer. But it is of extreme importance to listen to the customers' 

complaints and redress their grievances’. One has to take all possible steps 

in avoiding situations whJ.ch give room for complaints from the customers.

The chief causes of complaints are, among others :

- delivery of' wrong goods

- ■ shortages in goods delivered

- deficiencies’in qualities

- overcharges in totalling the sales-

- wrong change given

- claim that goods can be bought cheaper elsewhere

- service cc«iplaints.
In the cooperative society, the Shop Manager should himself deal with 

matters relating to customers' complaints and it would be good policy if he
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approaches the difficulty with a desire to adjust it in the custoiaer's 

favour, except in such cases where it is absolutely evident that the customer 
is wrong,

evaluation of sales PERFDIMANCE

The technique of evaluation of Sales Performance is the same as is used 
for most other phases of business management. The actual result is compared 

to previous achievements, to the goals set for the period under review and to 

accê  bed standards for what is excellent, good, fair or poor.

The evaluation of sales performance is an important a.spect of sales 

management. It must be undertaken continuously by the Manager and periodicall? 
by the Board.

The two main questions which the Board vdll ask when it evaluates sales 
performance are :

1, "Have the Manager c-".d the staff done their best to reach sales results
which are reasonably high' in proportion to a fairly assessed potential 
volume ?

2. "Has the sales volume been handled with a satisfactory degree of 
economy ?"

If the techniques of effective salesmanship which are dealt with in 

this paper are properly implemented in the sociely, the Management as well as 

the members will probably feel satisfied with the society's performance and 

the society will be successful as it is always trying to optimise its sales 

and services to the members.
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SHOP PLANNIWG 

By : Mr. Ragnar Arvidsson

In a Consumer Cooperative Society, the management ha® 
the responsibility for the society's entire business and has 
therefore to take various decisions which should be in line 
with its objectives, policies and targets- The target for any 
•and each decision is that it should be the correct one, which 
means that all the available i-esources of the society are 
utilised in the best possible way (personnel, finance etc.). 
This way of utilising the society''s resources through creating 
satisfied and loyal members/customers will lead to a good 
development of the society's economic and financial structure, 
which makes it possible to create its own funds and extend the 
society's activities on a long-term basis and at the same time 
create a vigorous and independent consumer cooperative ' 
society/bovenent.

A decision means a choice between various alternatives, 
it is_therefore of utmost importance that as much information 
as possible is collected concerning each alternative, so that 
a sound decision could be taken in a systematic way. Before a* 
decision is taken, all the possible alternatives must be 
analysed and the various consequences following each decision 
estimated for purposes of comparison. This also means that 
the management must know which of the consequences are 
desirable. The determination or fixation of the society“*3 

goals are of great importance so that the management can choose 
the most suitable alternative of action which is in line with



When the nanagement has to take a decision related to 
the establishaent of a new shop, super market, department 
store or any other equal activity, one is taking a decision 
which will affect the society'*s business during the long 
span of time, probably 15-20 years or more, and the result 
of this decision has to be supported with rather heavy 
investments. It is, therefore, of imcense importance that 
the decision related to the above is taken systematically 
and with carefulnessr aad that all possible alterasrfcives 
are discussed and analysed with a view to improve and 
increase the society's business and the services to the 
oAistomers/membqrs.

Too often it has happened that the retail outlets have 
been planned and established without undertaking necessary 
studies, resulting in heavy losses to the society and their 
members. Quite often, one can find retail outlets, which 
already after 2-3 years of operations, have- lost a 
considerable amount of their sales, which could be interpreted 
in such a way that the customers/members have lost their 
confidence in the society.

the goals set by the society.



FE /iS IB IL IT Y  STUDY

Preparation of a feasibility study is an essential exercise before 
opening a new shop, supermarket or any other retail outlet. As mentioned 
before, it is an extremely important task for the management, as the new 
retail outlet will be to a veiy great extent affect the future of the 
society'*s performance and the services the society can offer to its members 
Opening a branch without- a proper feasibility study should be treated as 
a very serious lapse on the part of the management. Of course, a 
feasibility study cannot be conducted by each society as it requires a 
lot of expertise and basic research, but it is nevertheless a veiy 
challenging task for the national consumer federation. To be able to have 
a sound development of the consumer cooperatives in each country, it is of 
utmost importance that the national federation as soon as possible discover 
the importance of feasibility studies so that they could make the 
necessary arrangements for undertalcing the same.

A feasibility study shall of course be based on:
a) the previous experiences,
b) the present statistical data and environmental 

•factors which at present affect the business, and
c) the future planning (and proposed development) within 

the area of operation.
The following information haye to be obtained in detail for a. 
feasibility study.

1. Number of inhabitants : As the human^being is the most important
factor in a consumer society, one has to study the development of the 
inhabitants within the area concerned. The number of inhabitants have 
to be grouped in various geographical areas in which they are living, for 
example, the central area and the surroundings, • the latter to be split up 
in various sub-areas. It is of extreme importance, depending on what l̂ ind 
of outlet one is going to establish, that geographical areas are as smal'l 
as possible in size, which will facilitate collection of detailed 
information. However, it is not only necessary to know the present 
niimber of inhabitants within an area, but one must also look back, in



time at least 5-10 years, to get an idea about its increase in 
population. It istalso necessary to see as to t/hat would be the future 
trend in this respect. The question, one has to ask is whether the 
increase in the number of people will be maintained at̂  the last y6ar*'s 
level or the increase will be affected by some other outside factors. 
Perhaps,' a nevr factory will be started within the area or a new 
university etc., is to be planned. All these factors have to be taken 
into consideration and approximate timings for each factor has to be 
estimated.

Let us suppose that we have today within a cantonment or a town,
20.000 inhabitants and the population increased at the rate of 10  ̂
per year during the last six years. How many people will stay within 
the cantonment during 1970, in 1973 and in-1975? With the help of 
information concerning outside factors, one can probably visualize 
the future trend in the increase of population -and also the expansion 
which is going to take place within the area. Is that a new colony

planned or is the expansion going to take place within the 
existing colonies’"

2. Number of members : We have already a potential of members
which we csn assume will to' a very great extent make the purcliases from 
the socioty/̂ hop. It is therefore of immense importance to group them 
in the same way as the n-umber of inhabitants have been grouped. We can 
come to know where these members are living within the area and what 
is the average number of members in their families. This will give us 
the number of inhabitants vjhich are already connected with the 
consumer cooperatives. We can then compare this number of people 
(members and their families) with the total number of members within 
the area/areas. This will result in a very interesting and useful 
informat-ion.

Le-D us ri.ssume that we have 1,000 members in a society, each 
m.em.ber representing a family, the number of 'people in each family is 5, 
it means that 5,000 people are connected with the consumer cooperative 
movement. If th. re are 20,000 inhabitants within the area concerned and
5.000 of the inhabitants are already, in some \js.j or the. other, connected
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with the consumer cooperative movement, then we have a fixed, target 
group, amounting to 2 %  of the number of inhabitants, whose requirements 
have to be met.

3• Purchasing power : _ When we have assumed the number of people,
the next step \TOuld be to' find out their purchasing power, not only the 
total purchasing povier but also their purchasing povrer within the 
various linos of merchandise. However, this kind of statistics is 
extremely difficult to find, but as it is of utmost importance to have 
some idea about the consumption pattern, one has to try to find out 
something. One can, for example. Interview the Board of Directors in 
the matter, who represents the cross-section of the membership. They 
could perhaps tell how nuch they and their families spent on various 
types of goods during one year. This basic information could then be 
converted into norms/standards, which of course have to be tested and 
developed further, but it is better to have some standards to compare 
against when we in tte future ’know something more about the consumption 
pattern. One can also have an interview with a {kroe^^Beotion of the 
members in the society and try to find out how they are spending their 
money. Some university or some governmental institutions might also 
have undertaken some research about the consumption pattern in the 
country, which could give useful information on the subject.

1̂ -̂tcrease in consumption : areas, where the service-class lives,
the salary earners are supposed to get increments, resulting in some 
increase in the net incomes. Out of this yearly increment, one will try 
to save some part, but most of the increment goes to consumption. This 
yearly increment will of course affect the future consumption pattern, 
but it is very difficult to forecast such an increment and how it will 
change the consumption pattern. So far as the increase in consumption 
is concerned, orie has to see the previous trend and to analyse the 
outside factors which can affect and change that trend. Thereafter, one

*

has to take the available information and fix up standards for future 
increase in consumption.



5- Change in money value ; Another important thing which will affect
the retail trade is what we can get out of each rupee, dollar or pound.
It happens some time that the value of each rupee or dollar or pound 
increases or decreases and every year more or less the value ' ‘
^s coming down)to some extent. If we assume that the money value 
decreases by 2% each year, one must keep in mind that the total sales 
have to increase by at least 2% to be able^to achieve the same volume of 
business as in previous year.

The previous and prese’nt consumption per inhabitant plvs the 
increased consumption, change in money value etc., should betconverted 
into standards, e.g. consumption of food per inhabitant and consumption 
of non-food per inhabitant. If one has further detailed information, 
then one can of course split up the food and non-food into different 
sub-groups.

Now we have the basic infotmation for a feasibility study. We 
know the development of the inhabitants; we have an Idea about the 
consumption .per .inhabitant; also know the number of members and 
people who are already connected with the consumer■cooperatives and 
their assumed development. If we multiply the number of inhabitants 
with the amount of .consumption per inhabitant, we will have an idea 
about the total consumption potential within the area concerned. After 
grouping this information into sub-areas, we will have a further 
detailed information. We can also calculate the members and their 
families total consumption in relation to the total consumption potential 
\jithin the area and sub-areas, which w-ill give another interesting 
information.

Sometimes one wants to check the consumption pattern in such a 
way that one should know where the customers are going to make their 
purchases as,perhaps it is not so that they are going to make the 
purchases within the various lines of commodities from the same area in 
which they are living. The consumption potential tells us that they 
are going to consume so much qiJantity of goods within the area in which 
they are living, but-not where they arc going to spend this money.
It xjill be interesting to know the retail trade within the same area



and commodity-lino. However, it is an extremely difficult task and 
in many countries it is more or less impossible to get this information, 
but if could collect the data concerning the total sales of each 
shop within the various areas, split-up in food and non-food, we could 
then compare this with the consumption potential. For example, we 
oould get the following type of inforjaatioa :

i. The customers within the area are making their purchases
of food from within the same area in which they are staying, 
amounting to approximately 80-90/S of the total consumption 
of food.

ii. The retail trade of non-food within the areas, except the 
central area, will amount to approximately 25-50^ of the 
consumption potential, while the non-food sales within the 
central area amoiHits to 100-200^ or 300^ of the total 
consumption potential. This information indicates that the 
customers prefer to make their purchases of food in the 
same area where they are staying or are close to their 
residences- But as far as non-food is concerned, they 
prefer to go to the main bazar which can offer them deeper 
and wider assortment and right environment for non-food. Thsse 
standards differ from country to country, but if we are able 
to compare the retail trade with the consumption within the 
various areas, then we can see the deviation between retail 
trade and consumption, which will further give us an 
interesting and valuable information.

There is one possibility of getting the above information. In 
more or less each country the shop-keepers have to pay sales-tax. They 
have also to give information_to the tax authorities concerning the 
sales turnover during the year. If these figures of sales turnover 
are made official, then we can collect the same for different areas 
concerned and add them up and compare with the consumption. However, 
one must in that case keep in raind that the private shop-keepers never 
give correct figures of the sales turnover to the tax authorities. They 
vdll always give information of the sales which cover 70-90% of their 
real sales turnover. T̂hile making comparison, this should be kept in mind.
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TRANSPORT & COMMUNICATION SYSTEM ;

Previously, I have mentioned that one should know where the 
people are living within the area and where the future development is 
going to take place so far as colonies and industrial estates are 
concerned. Another important information one has to collect is 
concerning the present communication pattern within the area. Will 
something happen in the area which will change the present communication 
pattern? Will the number of cars increase? Will there be anj 
possibility of opening m v  bus-,stands, for the public. If so, where 
vrill the future bus-stands and terminals be located? Will there be 
any new trunk routes or other routes which will change the present flow 
of traffic witliin the area concerned? To stress the importance of the 
corxiunication pattern, I would like to mention the following example:

In India, a department store was opened up in 1967. It was 
located very close to a big bus terminal and the sales in the store was 
extremely good. After one year of its operation, the bus terminal v/as 
removed far away from the super market, resulting in that the sales 
in the super market came down by more than 50^. If the management in 
that super market were aware of the shifting of the big bus- terminal, 
they should not have located the super market on that site. In this 
case, the management should have thought on a long-term basis and, if 
possible, located the super market close to the present bus terminal.

The figures in the feasibility study should be supported by a 
map for the various areas, indicating the places where the present and 
future inhabitants and members are going to stay. The map should also 
indicate the present communication pattern and the roads i/ithin the 
area concerned. The present and future cooperative shops should also 
be indicated in the same.

With this information in hand, the management of a society 
will have a better basis for taking decision concerning the establishment 
of a new retail outlet. They should also take into consideration the 
various outside factors which can in future affect the business of the 
society's outlet, such as new shopping centres in neighbouring areas etc*



In' the enclosed exercise, I have tried to work out a feasibility 
study for one area and this feasibility contains :

i. development of the nuober of inhabitants,
ii. number of members and their family members,
iii. their consumption of food and non-food,
iv. total consumption potential within the area 

conderned, and
V. members'̂  total consumption potential compared with 

the total consumption potential within the area.

I have also tried to ass'ume the present retail business within 
the area concerned and compared the same with the consumption pattern 
and that has resulted in a very interesting information. This 
feasibility study is also supported by a map, showing the various 
sub-areas and the main communication patterns- As can be seen from 
the map, there is a railway and a traffic route crossing the area and 
the effect of these two factors in the area could result in a very 
interesting study and discussion.

SHOP LOC/vTION :

ils all of you know, customers are bazar-minded and, as m.entioned 
earlier, they want to ’nake their purchases of non-food items, to a very 
great extent, from the main bazar, and purcliases of food and other 
daily needs from close to their residences. While one is going to 
establish a shop, one must take these factors into consideration. These 
are not the onijr factors which we have to take into consideration, but 
also get the answers to, among others, the following questions :

1. How sliall this retail outlet fit into the total network
of cooperative shops within the area?

2. Are these veiy retail outlet going to be the main super
market dealing in varieties of food and non-food items?

3• Is it going to be the main super market in one of the
larger colonies?

4-. Is it going to be a food shop dealing mainly with daily 
needed items located in a smaller colony?

5* What type of customers/members are living within the 
area where the shop is going to be located?
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6. what kind of assortment do they expect?
7 . Do the customers belong to the middle income or lower 

incomo groups?
8. Are these people used to make their purchases from a 

self-service shop?
9> How many members are living within the area? What is the 

total consumption potential of the' members?
10. What has been the total purchases of these members in 

other cooperative stores of the society.
11. What about the competition within the area? Wbloh are 

the strongest competitors? What are they dealing with?
What are their sales policies? What is the size of the 
strongest competitor'’s shop?

12. What is the communication system within the area?
1 3. What will happen to the neighbouring areas in future?
14. Will the area, where the shop is going to be established, 

be able to attract customers from outside this area?
1 5. What is the present retail sales within the area concerned?
16. Which are the main bus stands in the area* and where 

they are located now and will be located in future?
17. Whiuh are the present and future parking places?
18. Is there any possibility of changing the bazar to some 

other area in future?
19. What will be the sales of this very shop \jhich we are 

going to establish?
20. V/hat kind of cpmmodities this shop will' deal with?
21. What will be the various services the .customers would 

expect from us?
22. Are we going to adopt self-service or not?

While taking all these factors into consideration, one must also 
keep in mind that we give some flexibility to the decisions so that 
we can adjust the shop'’s business and internal environment according to 
the changed circumstances. One can, of course, not get readymade 
answers to all these questions. But with careful planning and 
analysis of the feasibility study and the, map indicating the 
communication patterns, one can come, to a sound solution to the matter* 
It is of utmost importance tjhat we, through members and their families, 
attract potential customors also which will result in the increase 
in sales of the shop. Another thing we liave to keep in mind is that
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we should not plan a shop which is smaller and cannot offer better 
services than the strongest conpetitors. In the Western coiintries, it 
has been shown very often tliat one has been able to achieve a sales 

total which one has aimed at if cne has provided pre-requisites for 
achieving

In the enclosed exercise and nap, we have assumed that the 
management have analysed the figures in the feasibility study, and the 
approach for establishing the shop, adopted by the management, should 
be the following:

The society will establish a shop which would meet the 
requirements of the members, as indicated in the feasibility study, 
plus an additional 25% increase expected in total sales of food, 
amounting to 9 million in 1970, 12.5 million in 1973 and 17 million 
in 1975- The sales targets correspond to approximately 1B% of the total 
consum.ption of food and approximately 20% of the- retail trade within 
the area.

As far as- non-food items are concerned, the approach should be 
to plan a shop which can meet ^0% of the members/ total requirements 
and the sales target for the shop in 1970 shoxild be 6.5 million,
10 million in 1973 and 13 million in 1975- The share of the total 
consumption should be approximately 18^ and in the retail trade, it 
should be 15-20%. • In addition to the above, a canteen will be opened 
with the selling capacity of 1 million in 1970 to 1973 and, 1.5 million 
in 1975.

In order to manage the future expansion, we will plan the shop 
according to the requirements' of the year 1973 and select a building 
which later on can accom̂ modate 30% of the expansion of the selling are'̂ . 
We will establish a self-service shop for food items and for non-food 
we shall start dealing with the following lines of nerchandise:

- ready-made garments - shoes
- cloth - medicines
- household goods - furnitures-

The aim for the non-food items should be, as much as possible, to 
display the goods on a self-selection basis.
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This very shop should be the society's main bazar and later 
on be supported by small shops in the various localities. The shop 
should- be of a super market character and be located in the main 
market close to the present shopping ce-ntre, bus teminals, parking 
places etc.

SPACE BEQUIREMENTS :

The next step in the approach to the problem of establishing 
a new shop is to analyse as to wliat will be the requirements of space 
for running the super market as per target fixed by the management.
This is of course an extremely difficult task and the only way to solve 
it is through analysis and research of other cooperative super markets 
so as to find out various norms and standards* One can, for example, , 
find out the norms concerning, sales per square metre of groceries, 
fruit, meat, shoes, cloth, etc.- One can also be in a position to find 
out norms concerning relationship between various lines of merchandise. 
For example, the sales of the canteen will probably stand in relation 
to the sales of food and non-food items. One could also find out 
as to what, will be the demand of store-room and other areas for food 
and non-food departments according to their sales turnover.

In the enclosed exercise,, under the heading "Space Requirement 
Programme", I have, by using norms, split up the sales of food and 
non-food items in various departments and also tried, to find out the 
requirements of sales areas as well as of store-room etc. As indicated 
earlier, the space requirement is based on 1973 sales estimates 
so as to be flexfible enough to meet the futiire expansion and requirements 
up to 1980 or so. As will be seen under the same heading, the total 
sales area needed will be 2,000 square metres and for other areas, such 
as store-room, office, staff-room, sta;ff canteen etc., it will be
1.000 square metres. In this way, the total area required will be
3.000 square metres. The average sales for selling area will be
11.800 per s,quare metre and the average sales per total area will be
7.800 per square metre for the year 1973. If we calculate the future 
sales per square metre for selling area and for total area, we will
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probably get ar idea as to how long this super market can stand without 
any expansion of the existing area (space).

As indicated earlier, in addition to 3,000 square metres, we are 
going to construct the building in such a way that we can expand the 
area with another 1,000 square metre either through addition of one or 
two floors or by adding the area with the ground level.

INVESTMENT BUDCST ;

After getting an idea about the area needed and where to locate 
the shop, we have now to exanine the financial implications involved in' 
setting up a super market. The various implications will be as follows :

Are we going to construct our own building or will it be on a 
rental basis? What will be the net investment in building, furniture 
and fixtures and stock'?

Even this investment budget can be prepared according to 
analysis and by working out norms and standards. For example :

i. What will be the construction costs per square metre?
ii. What will be the site cost per square metre and in

how long time is the building going to stand?
iii. What will be the investment requirements of fijirniture

and fixtures per square' metre, total area for food",
non-food and canteen?

iv. What will be the stock turnover (retail price) for
food and non-food items?

By adopting these norms on the said exercise, we have in the 
investment 'budget, calculated the construction cost per square 
metre. It will amount to 1,000 per square metre, resulting in that 
the total cpnstruction of building will cost 3 million. We are going
to buy a site of 6,000 square metres (which can meet the future expansion
and also space for parking etc.) and the cost of land^will be Rs.lOO 
per square metre. Thus the site cost will amount to 6,00000. When 
we have calculated the interest on the above cafiital during the 
construction of the building, the total consbruction and site will 
costs approximately 3.7 million. We have, also a.ssumed that the building 
will be in operation for 25 years, which means that yearly depreciation



and interest (anniiity) will amount to approximately 10%. In addition 
to this, we have the naintenance costs on the building, which have been 
calcinated â  the. rate of 1% of the <jonstruction costs. The interest 
on the site investment will be 5%.

The total annual yield (rent), which the management has to pay 
for such a site'including the building will amount to; 3,70000 i.e.
1.6% of the sales, estimated for 1973.

a) With this figure in mind and the availability of a suitable site, 
the management has to find either a building in a suitable location 
vjhich stell have an area of 3,000 square metres and with the possibility 
to expand after 10 years with additional space of about 1,000 square 
metres.
b) The second alternative should be to try to find out a site 
in suitable location on which the management can construct a building 
as per requirements and within the investment budget.

With these alternatives in mind, the management has to analyse 
the advantages and disadvantages which can be raised in the matter. In 
addition to the above, one has to invest in furniture, fittings and stock 
and this investment will be the same in both the cases*

WORKING BUDCST (Operatioral Budget) ;

The working- budget is an estimate in which the economic 
implications of the said project has been taken into consideration and 
such a worki;ng budget shall not only cover the first’ year, but also some 
years in the future. The budget will be based on the figures of sales 
targets fixed by the management and 'also on the standards so far as 
gross surplus, salaries, rent, depreciation of furniture and fixtures, 
interest on stock and other running expenses' are concerned. This 
working budget v;ill give to the management an idea about the economic 
implications of implementing the said project.

As will be seen in the exercise -under the heading "Vforking Budget"> 
the economic implementation of the said project is rather favourable. Th® 
working budget for 1970 results in the contribution towards the 
overheads by for 1973 and 3.1% for 1975»
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The figures in the exercise are rather high and perhaps 
unrealistic as it happens very often that the economic implication of 
establishing a new shop Vill be, that during the first one or two years, 
the" shop will find it difficult to coritribute towards the overhead 
expenses. However, it should be a target for ^ch new project that 
at least after two or rnaxinuiii three years of operation, it should be 
able to contribute to the overheads and create net surplus.

#If such a detailed study is undertaken, as presented in this 
paper, before the nanagenent takes decision concerning the establishment 
of a new shop, there will be greater possibilities of overcoming the 
problems and of establishing a shop which will meet the customers demands 
in the foreseeable future.

With these figures in nind, one has the necessaiy information for 
establishing a shop, and one can easily go to an architect saying;"! 
want you tio plan a building on this very site- and it should be a one-storied 
or two-storied building. There should be 2,000 square metres selling 
area and another 1,000 square metres for storing etc. as per details in 
the budget "Area Requirements"• The building should be prepared for 
increasing 30% of tlie total area eqml to approximately 1,000 square 
metres, either by way of adding one or two additional storage or by 
adding the >-;rou.nd level. The maximum money we are allowed to spend on 
this very building is, as indicated in the Investment Budget." This 
kind of information helps the architect to construct a building which 
suits the requirsnents of tht shop. The management can also feel sure 
that when the building work is completed, they vdll not be surprised v/ith 
high construction costs.

The society also knows how much money they would need to invest 
in a building, for furniture, fixtures and stocks and they can in an 
early stage make the necessary preparations for having this money ready 
for investment (obtain loans, attract more members, etc.).

Another v'=’ry important part of the planning of a shop is of course 
the planning of the requirements of staff, the lay-out and the assortment 
of the shop etc. These three items have been dealt with in separate 
lectures.
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As oan be seen from the above details, a study of the feasibility, 
the location, the area requirements, the investment need and the working 
budget of a new retail outlet is of utmost importance to be able to 
take a .sound decision aind the shop, planned in such a way,will probably 
offer the right type of services to the- customers. This will result in 
a good development of the, soc.iety as well as the consumer cooperative 
movement. However, such a study and working out of the various norms 
and standards cannot be done by each society. This is a task meant 
for the national consumer federation and therefore it is of extreme 
importance that the national consumer federation may create a department 
for consultancy services, which can lender its services to the member 
societies in planning new retail outlets etc. In countries where the 
national, federation has realised the importance of consultancy to the 
member societies, the whole constlaer cooperative movement has been 
extremely successful and, therefore, I would suggest that the 
establisiimenf of a new retail outlet should be supported by studies, as 
mentioned/earlier, and that the national consumer federation .should start 
consultancy services with attached research departments for the member 
societies which will contribute to the success of whole cooperative 
movement in that country.
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fEASIBILITY STUDY

AREA DATE OF THE STUDY OFFICER
INCHARCE

1. NO. OF INHABITANTS :
Estimated figures

1965 1968 1970, 1973 1975

Central area 7000 9000
1

11000 13000 15000
Index 100 128 157 186* 215
Surrounding • 13000 I6OOO 19000 22000 25000
Index 100 123 14.6 170 192
Central+surroilndi ng 20000 25000 30000 35000 4.0000
Index 100 125 150 175 200
2. NO. OF MEfffiERS & THEIR TOTAL FAMILIES
Central area 
% of inhabitants 
Surrounding 
% of inhabitants 
Central + surrounding 
% of inhabitants

2500 3000
35 33

5000 7000
38 44

7500 10000
38 40

(estimated at 5 persons in each 
family.)

^000 
37 

9000 
-48 

13000

3 . CONSUÎ PTION OF FOOD PER INHABITANT (1965 money value)
Amount ' 1200 1500 1800
Index 100 125 150
4.- C0HSTO4FTI0N OF NON-FOOD PER INHABITANT (1965 money value)
Amount 700 1000 1200 1500
Inî ex 100 1U3 172 215
5. CONSUMPTION OF FOOD PER INHABITANT

5000 6000
38 40

10000 11000
46 44

15000 17000
43 43

2000 2300
167 192

1700
243

CIN THOUS/iND)
TOTAL POTENTIAL (1965 money value)

Central area 84.OO 13000 I4.8OO 26000 34-000
Surrounding I5600 24-000 34-200 4^000 57500
Central + surrounding 24000 37 500 54.OOO 70000' 92000
6. CONSUMPTION OF FOOD OF MEMBERS AND THEIR FAMILIES: TOTAL POIENTIAL (1965 money
(IN THOUSAND)

Central area
% of total consumption
Surrounding
% of total consumption 
Central + surrounding 
% of total consumption

value)

(IN THOUSÂ ID)
Central area
Surrounding
Central + siirrounding

3000 4500 7200 10000 13800
36 38 36 38 40

6000 10500 16200 20000 25300
38 43 47 46 44

9000 15000 23400 30000 39100
37 40 43 43 43

>D PER INHABITANT : TOTAL POTENTIAL (1965 money value)

4900 9000 ■ 13200 19500 25500
9100 16000 223'00 33000 42500

14000 25000 36000 ' 52500 68000



Estimated figures
1965 1968 1970 1973 1975

8. CONSUMPTION' OF NON-FOOD BY MEMBERS & THEIR FAMILIES ; TOTAL POTENTIAL
(IN THOUSANDS (1965 money value)

Central area 1800 3000 4.800 7500 10200
% of total consumption 36 33 36 38 40
Surrounding 3500 . "7000 10800 15000 18800
% of total consumption 38 kK 47 46 45
Central + surrounding 5300 11000 15600 22500 29000
% of total consumption 37 4.0 4.3 43 43
9. RETAIL SALES OF POOD (IN THOUSAND) (196̂ 5 money value)
Central area 10500 18000 27000 37000 50000
% of consumption 125 130 135 140 L45Surrounding 6000 11000 17000 24000 35000
% of consumption 40 U5 50 55 60
Central + Surrounding 16500 29000 44000 61000 85000
% of consumption 68 78 82 87 92

10. IffiTAIL SALES OF NON-FOODCIN THOUSAND)(1965 money value)
Central area UOOO 23000 33000 45000 55000
% of Gonsunption 255 255 25^ 230 213
Surrounding 2000 7000 10000 13000 15000
% of consumption 22 44 40 35
Central + Surrounding 16000 30000 43000 58000 68000
io of consumption 115 120 120 110 100
11. ESTIMATED SALES OF FOOD (1965 money value) .

■(IN THOUSAND) •
Am.ount 9000 12500 17000
% of consumption potential 17 18 18
% of retail trade 20 20 20
12. ESTIMATED SALES OF NON-FOOD (1965 money value)

(IN THOUSAND)
Amount 6500 10000 13000
% of consumption 18 19 18
% of retail trade 15 17 19

(IN THOUSAI^
Amount 1000 1000 1500



PROJECT

SPACE HEQUIREMENT PROGRAMME
\

DATE ____ OFFICER IK CHARCE

Planned Actual performance
Sales in Salas/ Area Sales in Sales/ AreaItems million sĉ . mt • reqd. million sq.mt. roqd.

'sq.mt. sq.mt.

Groceries 6.5 20,000 325
Fruit & Veg.2.0 2 5 , 0 0 0 80u Meat 1.5 1 5 , 0 0 0 100

A
T

Detergents 2.5 2 5 , 0 0 0 100
L
En Cash Desks 5 0
s TOTAL JOOD 12.5 19,000 655

Shoes 1.0 10,000 100
Readymade

A garments 1.0 10,000 100
Cloth 2.0 10,000 200

R I'fcdicines 2.0 10,000 200
Khadi 2.0 10,000 200

E Household
art 2.0 10,000 200

A Books - - -

c Display 1450 area
Canteen 1.0 5.000 200
TOTAL NON- h .q 

FOOD 9,300 1345
GR/.ND TOTAL23  ̂
FOOD & NON- 
. FOOD_______

11,800 2000

Store Roon 
(food)

Store Room 
(Non-Food)
Prico narking-: 
Pro-packing -■
A rrival 
Officc Artist- 
Office /store 
Manager 
OfficG Dept. ^ 
Manager ~ 
Staff Gantecn- 
Staff Rest Room 
Accoiants Offices

250

450

100

15

15

30
20
20

100
R TOTAL 1000

TOTAL AREA
required 23.5 7,800 3000
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PROJECT

JNVgSTMENT BUD (ST

DA IE OFFICER INCHARGE

1. AREA REQUIRED lER SQUARE METRE
Itcriis Selling Others

aroa
Total

2.

Food 655 250 905
Non-Food 1H5 4.50 1595
Canteen I50 50 200
Propacking/arrival 100 100
Offices 100 100
Staff 40 . . ^0
TOTAL 1950 1050 3000
CONSTRUCTION ■& SITE COSTS
Construction/costs at 1000 per sq.i metre 3000000
Interest on construction time

months) at.5% 70000
CONSTRUCTION COSTS TOTAL 30.70000
Site cost'" at 100 per sq. metre 6,00000
Interest during cor^tructicn time 30000
(1 year) at 5%

6,30000
CONSTRUCTION & SITE COSTS G.TOTAL
REQUIRED YIEUD (Annual Rent)
Depreciation interest on annuity 3,07000
at 10^ (25 years)
Running costs at 1% 30000
Interests on site at 5% 33000
TOTAL ANNUAL IIEID (RENT) 3,70000
INVESTMENTS AND' ANNUAL INTEREST ON FURNITURE AND FITTINGS :
Food per sq.fflt. 500 4,50000
Non-food " 300 4,80000
Canteen 200 40000
TOTAL (per sq-.mt.) 280 9,70000
Annual interest on fittings cost 94000(annuity 20̂ )
STOCK INVEST1'̂ ENTS AND ANNUAL INTEREST
Food (stock turnover 20 times) 4,50000
Non-Food(stock turnover 5 times) 13,00000
Canteen —

Total 17,50000

Annual interest at % 87500



PROJECT

WORKING BUDGET - PRELIMINARY/ ÊFINTrF;
DATE ____ OFFICER INGHARGE

WORKIMG BUDGET FOR 1970 (amount in thousand)

Food Non-■food Canteen Total
Amt . % Amt. % •Amt. % Amt., %

Sales total 9000 100 6500 100 1000 10.0 16500 100
Gross surplus 720 8 975 1.5 200 20 1895 11.5
Salaries 225 2.5 195 3 .0 50 5 470 2.9
Other running 
costs 180 2.0 195 3 .0 30 3 m 2,4

Rent 135 1.5 205 3 .2 30 3 370 2.3
Furniture /f ixtures90 1.0 96 1.5 8 0.8 194 1.2
Interest on 22.5 0.2 65 1.0 - 87.5 0.5
stoqk

CONTRIBUTION 
OVERHEAD J 67.5 0.8 219 3 .3 82 8.2 3 6815 2.2
WORKING BUDCET FOR 1973 (amount in thousand)

Sales
Gross surplus 
Salaries 
Other running 
costs 
Rent
Furniture & 
fixtures 
Interest on 
stock

12500
1000

312.5
250

135
90

' 32

100
8

2.5
2.0
1.1
0.7

0.3

10000
1500

300

300
205
96
100

100
15
3
3

2.6
1.0

1.0

1000
200

50
30

30
8

100
20
5
3
3

0.8

23500
2700

662.5
580
370
194
132

100
11.5
2.8
2.5

0.8 
O'. 6

CONTRIBUTION 
0\rERHEAD: 180.5 1.4 499 5.0 82 8.2 761 3.2

WORIIING BUDffiT FOR 1975 (Amount in thousand)
Sales 17006 100 13000 100 1500 100 ,31500 100
Gross surplus 1360 8 1850 15 300 20 3510 11.2
SalaricD 425' 2.5 390 3 75 5 890 2.8
Othst running 340 2.0 390 3 45 3 775 2.5
Reotts 135 0.8 205 1.6 30 2 370 1.1
Furniture & 90 0.5 96 0.7 8 0.5 194 0.6
Fixtures
Interest on 42.5 0.3 130 .1.0 - 172.5 0.5
stock

CONTRIBUTION 
OVERHEAD: 3 2 7.5- 2.9 639 5.7 9.5 1108.5 3 .7

INVESTMENT VOLUME Total
Building 3,700,000’
Furniture/fittings 970,000 
Stcck 1,750,000

Total amount 6,4-20,000 '
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StOCK CONTROL - STOCK TAKING 

By : Mr. Ragnar Arvidsson

STOCK CONTROL

The Board and the Manager of' a Consuner Cooperative Society are 
given'the responsibility of handling the property of the Society i.e. 
property not belonging to thenselves only, but to the aenbers. A good 
control of how they are taking care of that property is necessary - 
no roon should be left open for dishonesty or carelessness. The 
stock-in-trade is, as a rule, the biggest item among the assets of the 
society. It is also an asset which fluctuates in value, often from 
day-to-day. Moreover, it is the asset, which, due to careless -treatment 
and, sometimes dishonesty, might easily cause losses to the society, if 
not kept under good control. Money is comparatively easy to control, 
not to nention buildings and equipment. The purpose' of stock control, 
among other things, are :

i. to reduce the costs involved in handling the stock, 
ii. to detect the shortages regularly and quickly.
iii. to make it possible to calculate stock tixrnover 

and stocking-day s.'
iv. to work out operational results of the shop/department.
V. to safeguard the employees against unfair judgements 

so far as dishonesty and carelessness are concerned.
Control of stock requires a special system, and at present the

following two systems are in operation :
A. Value Control System
B. Unit Control System

A. Value Control System :

The basic principle of Value Control System is very simple. It 
works just as an account in a ledger - what goes in is debited, - what 
goes out is credited. In a shop, however, there is one value on the
goods when it goes in i.e. the buying price (the price we paid to the
wholesaler) and another value when it goes out i.e. the selling price 
(the price we charge to the customers). Obviously, the only way of



achieving an exact control of tha stock, is to use either of the two 
different values, and the most convenient one is the gross value (selling 
price) .

.\LL ACCOWITING IN RESPECT OF STOCK CONTROL SHOULD BE DONE
Ijf TERMS OF GROSS V/JbUE - SELLING PRICE RESULTING IN A
GROS^ Vi’iLUE CONTROL SYSTEM {01C) .

Grcss Value Control Systaa ;

The jVC SystoB is at present the systen whi.ch is rcconmended for 
st̂ cV accounting in the shops as, well as godowns- Under the system, the 
account Df stock la kept in terms of money value-, as mentioned above. By 
debiting or crediting all transactions affecting the stock in a 
specially .kept Stock Control Report, one can at any given time know, what 
the exact value of tho stock should be. Nornally, the balance of that 
report steuld bo calculated at tho end of each month and the balance as 
pqr rqDort should be checked against the actual value of the stock by 
means of plysical stock-taking.

The "In-transactions" to be diebited in the Stock Control 
Report are- normally :

Stuck p.t tho beCT.n- 
nini? of each ’̂lonth

Doliveries Everything that has beai delivered to the
shop should be debited at selling prices 
irrespective of whether it has bocai paid for 
cr not.

Price increases Scnietim.es the price- has to be increased on
some goods, which ?.re already in stock and 
are already debited at the driginal price. In 
such a case the total amount of 
increase (namber of units multiplied with 
the difference between the old and the new 
price) must be debited in the Stock Control 
Report.



The "Outgoing-transactions" to be credited in the Stock Control 
Rqjort are normally i

Sales

Return.of g?odg

Price reductions

Damaged g ôds

This is the biggest iten on the credit side 
and even if the goods have beai sold on 
credit (which should be on exirane excqjtion 
in a cooperative shop), such goods must also 
be included in the total sales together vjith 
the amount of cash sales.

Goods returned to the supplier for one 
reason or the other must likeijise be credited, 
if already debited in the Stock Control.

Same reasons and procedure as in the case 
of price increases, though it is now a 
matter of crediting.

Goods in stock might be damaged, or go bad 
or become unsaleable for some reason^r the 
other, so that it has to be throvm away. The 
Manager may creiit such losses in the Stock 
Control Report, but the Managanent should take 
special interest in these itaas, and. not 
Let them be more and bigger than what may be 
deemed reasonable.

A new broom for swe^ing the' floor, a piece 
of soap for the washing room, a bucket used 
as a. container - all such things takai out 
of the stock for use in the shop reduces the 
value of the stock and must consequently be 
credited.

For each of the above mentioned transactions, sqaarate perforuae 
and ledgers could be maintained.

Goods used in the stop



The a-lvan-fages of tho Gross Value Conti l̂ Systan are J

eonnomic systga ; The Stock Control Rqjort can be done 
avay with completely from the shops, v/hich can result in 
considerable gavin.-̂ s to the shop, an'd reduce, the operational 
coats i.e. lesser number of onployees, reduced adninistrative 
costs, better utilisation of the space in the shop.

ii. A modem systgn : The systen is in line with the modem
trends in the distributive trade all over the world and 
pTOvides useful information required for managerial decisions 
such as the rate of stock-tumover can be easily, calculated, 
viability of a branch can be ascertained and investment in a 
money value in particular branch can be restricted to a 
pre-determined limit easily.

The systOT also provides the basic infoimation required for 
budgetary plaiinihg an.d budgetary control. The systa:i easily gives the 
Value of the stock in a shop at ĉ .st price, -without vhich measuronent of 
profit, cos't-proflt ratio and other useful infomaticn, may not be 
easily calculated.

The systsn is easy to v.dth, simple to understand and
soun-̂  enough t-,-' control the stock.

jtoother point in favour of this systan is that frequent physical 
stock verifL’cati‘'̂n becomes easier.

B. Unit Control Systgn :

The Unit Control Syotem is an extrone elenentary system, under 
wliLch stock registers with one folio givai to each individual article 
in the shop, arc maintained. Alternatively, index cards could also be 
used instead of register. Stock received from the suppliers is altered 
into 'ne column ,gnd the sales effected every day are altered 
progressively in the second column. The differoice of column one and 
two gives the stock-in-shop on any day. The systan looks simple, but 
the difflcultj'' arises only when the sales effected during tho course of 
the day have to be classified articlewise, to complete the stock 
registers. Also, when thj number of articles increases to 500 to 1000 
or 2D00 articles, >ne can understand that it is an oxtrsnoly heavy ays'*̂*̂



to pat into operation as it amounts to lot of labour, and in many stores 
where this systsn is in operation, although the inveslanents and labour 
etc. are very heavy, this systan is'net working properly. As indicated 
above, it also hinders the ê ipansion of the society. Of course, if every 
iten is given a code number and computers used in the stock control, this 
system could be of immeso importance not only in stock control bat also 
in matters pertainin:̂  to purchasing, checking of slow-sellers etc. Such 
a systan is new a days being tested in Swedai.

However, the present Unit Control Systan could sometimes be 
combined with the Grous Value Control Systan for some particular items 
which are rather e35)ensive and difficult for the Manager to check in the 
assortaent. The Unit Control Systan could be implan-ented for these itans 
in addition to the Gross Value Control Systan.

Most of the iifficulties are common to-both the systems and 
therefore, as -vrill be seen from above, the Gross Value Control Systan 
is a systcjn which could be adopted in all the consumer cooperative 
societies to cover the stock accounting in the shops as well as godo-wns.

Discipline and routine- for controlling the stock have to be 
maintained in the society, otherwise there are possibilities for the 
salesmen;

i • to rgjlace some of the articles and in some of the stores 
following the Value Control System of stock accounting, 
instances are quoted xjhere fast-moving itans have boeti removed 
with slo’̂moving items by the sales staff, because they knew 
that no itm-wise record was maintained and as long as the 
value of retail inventoiy tallied with the register, its action 
cannot be detected.

ii. to . have possibilities to sell goods to customers wLttout issuing 
cash memos or receipts and in that case there are every 
possibility to use this money for baying goods from a wholesale 
market and r^lace it with the part of the stock sold during 
the day. The margin can in that case be pocketed by the 
salesnen.
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iii • to o7orchar=dnp; the customoro by tbo salos staff* It is 
rather oasy for the salesmen to change the price tag 
of v<irious articles etc. so that the customer has to pay 
a higher price for the articles.

It will be observed from the above that it is extronely 
iraportajit to have a proper supervisicn on the stock and the employees 
in the stop. The follo\,;ing measures to ensure proper supervision 
are suggested :

i. Appointment of the supervising staff vjith the duties not 
only to supervise and control the general -working of tjic 
shop, but also tc advise on display arrangements, saloa 
promotion activities, ir' look to the hygenic -conditions, 
ensure proper stock levels an-’ regular indenting and to act 
as contact-man betv/een the managemen-ii and the snployees in 
the shop nnd stimulate than -to become goo-’ saleanen.

ii ‘ Branch Advisory 'Committee : The peir-ticipation of the maabers
an'l consequcn-tly their involvonont -witlun the affairs cf the 
stores is another importfffit aspect which is extronely important 
Creation of Branch Advisoiy Committee in each shop has in 
Swedai resulted in the improvement and ^̂ p̂ king of the branch 
and has reduced the tanptation of mischevious among sales 
staff. There are also certain other adv.mtages of suth 
Cĉ mmittees, .aS the members feel more involved in the laanaganent 
of the society.

iii • Surprise checks s jlnother measure necessary for effective 
supervision is conducting of surprise checks in the branches. 
These checks could be of tvio types. In the first case, 
physical stock verification may be conducted in the stop 
xathout conveying a piior intimation to the Shop MaAager. 
Calculation of the value of the stock and subsequen-tly tallyî  ̂
it î ath the control re,.:?!sters, -wlII reveal discrepancies, if 
any. Another altemativo is that the unit control is maintain® 
in the Head Office in strict confidence in respect of few



articles for very short periods balance shown in this 
register may be constantly compared with the actual stocks in 
the shop.

Both the systsns, supplimented by sn elanent of suiprise 
and confidence are likely to keep the sales staff ̂ warned all 
the times.

• Responsibility : The objective of stock control is to see that
business is run on sound lines. Basically, there are two 
systems for the fixation of responsibility, open before the 
mana.wanent of the store ; (a) the Slxip Manager should be 
resp'onsible for the stock, and (b) all the snployees working 
in the shop individually or jointly responsible for the stodc.

Out of these alternatives, the one mentioned at (a) 
above is probably the most suitable in a retail sliop. However, 
the Shop Manager should not be responsible for the shortages 
as a whole', but he shouli be responsible for achieving the 
targets indicated in the budget, such as, sales, gross suiplus 
and net-surplus and in that budget, the shortages should be 
tre?ited as an expaise in the same way as rent, interest and 
salari es.

Of course, it is extrsnely important 'that shortages are 
reduced to the minimum, as this is the only cost out of which 
the society is not going to gain jmything. To be able to have 
the Branch Manager responsible, as mentioned above, some major 
concessions have to be- allowed and ,giv(±i to him :

1. He shall be allowed genuine shortages up to some 
amount or percentage of sales.

2. He shall be involved in the selection and teiminaticn 
of the staff wo iking under him.

3* He shall be treated as a master of the shop v/tth all 
snployees answerable to him;

4.. He shall always be ^ v m  a reasonable and fair chsnce 
to e;5q3lain his position in case some major shortages 
or other prnblons occurs in the shop.



5* He may be allowed, whenever he decides, to checlc 
the stock-in-trade in the shop in a manner suitable 
for him,

•None of those concessions are major concessions-, but when 
put together, they have a tremendous contribution towards 
makin.i; the Branch Manager sufficiently powerful alid strong 
for the purpose*

As regards alternative (b) metltioned above, there are 
some practical diffLcolties in tolding all the esnployees 
individually' or jointly re^onsible. For example,
- What will happen if rne of the salcanen goes on leave 

nr is takoi ill ?
- Who is going to be responsible and is he equally 

respon^ble in case shortage take place in his absaice ?
- Is a man with individual responsibility roac^ to take 

somebody from some other Section of the shop or 
depariment to help him during peak hours ?

- Is he' ready t"' leave 'his Section for which he is 
responsible to help another saleanan in another Section 
during pealc hours ?
Gan self-service or self-selection be implanented 
which means that the department^sections are opened for 
everybody in the shop?. If so, how to separate and 
distribute daily sales among the various departments/sectioP

In order to overcome these difficulties ?>nd to streamline the 
working of the shop, it is extrsnely import,ant that the sdiior man on 
the spot (£he Shop Manager or the Department Manager) be made responsible 
for the stock-in-trade. This will help in adopting new methods of 
retail distribution such as selling goods through Super Haricots and 
Self-service Shops*



STOCK TMING

Physical verification of the stock means' that all the stock 
are countGd, weighed and measured and all the itons &re entered into* 
a list,, and the unit retail price is noted against each item, so that 
■the retail value of the stock can be computed and added up. Some of 
the important purpose of stock-taking are :

i. To determine the actual value of the stock on hand,, so 
that the balance-sheet and the profit and loss account 
may be pr^ared.

ii. To ascertain the shortage in terms of money or qUantiV units.

iii . To familiarize the Manager and the sales staff \dth just
what is in stock so as to enable than to give better service 
to the customers so far as assortment and quali'ty of g ôds 
are concerned and to clear out slow sellers and damaged 
goods.

iv. To rationalise the assortnent and stock in hand so as to be 
in line with the donand and sales turnover#

The frequency of stock taking should, in the beginning of the 
stores operation, be monthly and after some time.
When the problgns in handling the stock and the reasonable amount in 
shortage is determined, the physical stock verification could be done 
quarterly. As a rule, stock taking should at least be done every six 
months in all the shop'̂ ." While -tallying the stock-in-trade with the 
gto9k-control register, if the shortage is above normal, the reasons 
for the shortage has to be analysed and measures takai to reduce it to 
normal. If the shortage is higher than normal, stock-taking should 
be done each month until norm̂ al standards are achieved and faults 
detected.

Planning of proper stock-taking is of extrone importance. All 
the stock-taking should take place after business hourŝ  and tho Btop 
should not ranain closed for the sake of stock-taking only. To stress

9
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on the importance of planning the stock-taking in a shop, I can quote 
the foUoT/jing instance :

In a consumer society in India, a cloth shop was close'd for 
one week for stock-t^ing resulting in the probable loss of confidence 
in the society on the part of the consumer and loss of sales to 
private traders. After careful planning, the time for stock-talcing 
in the same shop was reduced to 15 hours and after additional 5 hours, 
the copies of the stock-taking lists were added and stock-in-hand 
tallied with the register, resulting in continuity of sales idthout any 
disturbance,

Tho following instructions gives an idea as to hov/ to plan and 
conduct correct physical stock verification :

Instructiono for correct stock-taking :

These instructions should be studied carefully by everyone 
taking part in the stock-taking work.

CORRECT STOCK-TMING is one of the requiranents for a reliable 
closing-of-accounts and for a fair judgsnent of how the personnel have 
administered the property entrusted to them. Stock-taking must 
therefore be well organised and carefully done. A carelessly done 
stock-taking incurs time ^d money consuming re-inventory. All 
participants in stock-taking are obliged to read carefully and to follow 
the instructions given here.

The staff shall prepare for stock-taking by
- checkings that all goods are price-marked,
- measuring goods sold by length or weight,
- counting certain loose itans such as buttons, thread, screv;s, etc.
- going through stored seasonal goods,
- stating tare weights on barrels, crates etc.
- sorting.out damaged and unsaleable goods,
- seeing to price adjustment of goods which are difficult

to sell (slow-sellers)
- cleaning of drawers,, shelves and pranises.



A stock-taking supervisor'̂ s vork and responsibility

The District or Ganeral Assembly elect the required number of stock-taking 
supervisors - atleast one per shop/depar-tment. The stock-taking 
supervisor''s duties are s-

- to ensure that stock-taking is done carefully and in accordance with 
existing stock-taking instructions.

- to make random control during the actual stock-taking.
- to check the numbering and distribution of stock-taking lists.
- to check that fell lists distiibuted are returned.
- to ensure that the stock-lists are signed and taken care of in 
a proper way' after stodc-taking.

In connection vath the stock-taking, the following-shall be noted :

1. Each stock-taking team shall consist of 2 persons, of which 
one shall not be an employee in the shop/depar~faiient.
Stock-taking -wDrk shall be divided and allocated to stock-taking 
teams. Each team shall include an enployee with price and 
merchandise knowledge and one elected rq)resentative employed 
menber with writing md stock-taking experience.

2. Writing of stock-11 sts shall be done by the person not onployed 
in the shop/department (the writer) .

The shop anployee shrill "call" type of goods, quantity and price.
The writer makes an entry on the stock-list. Information concerning 
goods shall be unambiguous, so that misunderstandings and mistakes 
cannot arise during later checking and calculation,

3• Caller and writer check each other

The caller shall make sure that the writer has understood 
correctly by the writer repeating type of goods, quantity and 
price. The writer in his turn shall make a control Judganent by 
att^tatively follovang the caller's work 'and with rajidom tests 
checking stated, nipbers and prices.

4-. To each stock-taking team allocate one area of the shop for which
they are to be responable
To eliminate the risk of double stock-taking or missing some part 
of the stock, each team is mtrusted stock-taking re^onsibility 
for a limited area of the shop/d^artment. The most suitable way is 
for the stock-taking supervisor, with adyice from the sliop/d̂ ar'tmsnt 
manager, to make such a division and thereafter to check that the
stock-taking is done properly. Note is made on the stock-list as
to in which area listed goods are stored.

11
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5. Entries in lists are made Immediately

Entries in lists .are made immediately in the order in which 
the goods are placed within the relevant stock-taking area.
If preparatory stock-taking has been done on some itons, by 
counting or measuring, note of quantity or measure should be 
beside the itan concerned. In such cases, both the caller 
and the writer should make sure that the pr^aratory 
stock-taking is correct by making an assessment of the quantity,

6. Wo part of the description - itan, quantity, price per 
piecq/weight etc. and for dry goods merchandise group, 
year of purchase, is to be omitted.

The full name of the itan, quantity and price, and for dry 
goods also merchandise group and year of purchase shall at 
the time of stock-taking be written on the lists. Necessary 
infomation must not be left to later. Where an itan is 
priced per dozen, the quantity is given in dozai, e.g.
1 5/I2 doz. If the price is per piece, write number of pieces,
3 f per kilo, state quantity in kilos, ejg. -0.5 kg. /11-ways 
make sure that the decimal point is in the right place. Note 
that the standard stock-list has a s^arate column for 
decimals.

Entries on stock-lists shall be made v;ith an indelible pencil 
or approved ball-point pen.

Erasure is not permissible, nor missing of lines.

Corrections are made by drawing a neat line through the 
incorrect information, and signature.

7. £>jm.ag,as'̂ or. unsaleable, goods are written off, or in dud ed- 
at-ii reduced nrioe, and notation is also made accordingly 
in the Stock Control Report.

The preparations for stock-taking shall include sorting out 
and adjustment of price on goods which are damaged, unsaleable 
or difficult to sd-1. Such goods shall be entered on the 
stock-list at a price not higher than it is possible to obtain 
for them, i.e. a price wluch means that the goods can be sold. 
If during stock-taking, it is. established tliat, in spite of the 
sorting done in the preparatory work, there are still goods 
which should be reduced in price, consideration should be taken 
to this in the valuation of stock at the dosing-of-accounts.

Goods which have been used in the shop/d^artment steuld 
naturally not be included in the stock.
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8 • Debts payable to the shop for goods received are
writtga on a separate sheet.

If the shop has debts receivable which are not entered in 
the books at the time of stock-taking, these shall be 
written on a separate sheet in the stock-list, which is 
handed over to the supervisor with the other lists’. On this • 
sheet shall be written the najne and address of the purchase 
concerned, and the date of supplying the goods. Debts 
recrivable shall be entered in the books at the office and 
shall under no circumstances be included in the stock,

9. Each completed list shall be signed by the stock-taking teepi
Each completed list is signed by the stock-taking team, which
thereby verifies that item, quantity and pilce are chedged 
and correctly entered on the list. The copies shall then be 
detached and the original given to the supervisor.

10. Uncompleted lists are signed on the line following the 
last entry.
The stock-talcing team shall also verify the accuracy of these 
listsj and this is done by signing on the line following the 
last -entry. Unused pages, .are cancelled-by crossing out.

11* The stock-taking siipervisor^s work is done continuously
diiring stock-taking

By continuous random investigations the supervisor shall 
during stock-taking make certain that commodities, quantities 
aJid prices stated on the lists are correct.

12. Carbon copies are detached after completed stock-taking
All lists dealt out are collected by the supervisor on 
completion of stock-taking. The copies of the lists used 
are detached from the originals.

13* The original list is taken care of by the supervisor

The original lists shall be taken care of by the supervisor 
and handed over to the person responsible for the control 
calculation (Office, Board member or auditor).

14-. The original lists must on no account be allowed to rgnain 
in the shop/deDarijnent after completed stock-taking.
On completion of the vjoik, the original lists must be taken 
from the shop/department by the supervisor and must on no 
account be left behind. The same rule applies when stock-taking 
continues for several days.
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15. Don'’t forcret'to list unopemed cartons and goods being delivered,

Rsnanber also to list goods which have arrived in the shop 
during stock-talcing but have not been unpacked. Goods on 
their way to the shop are listed on a s^arate stock-list 
with reference to the invoice and delivery note.

Cash'shall be checked at the time of stock-taking

In connection with stock-taking the shop‘'f/dqjartmout''s cash 
account shall be closed. A cash inspector (specially appointed 
elected representative) or an auditor checks the account, receipts 
and cash. Even the daily change d^osit is counted.

Calculation and collating of stock-lists

'̂ he original lists shall be calculated by the societ5’"'s auditors, 
Board m-anbers, or o'ffice staff. The copies'are calculated or checked by 
the shop/depar'tment manager concerned.

In societies \jhere the society leader is also responsible for 
the shop accounts, the original lists shall be taken and calculated by 
the stock-taking supervisor or by the society's auditors. Together with 
the stock-taking supervisor or the auditors the society''s leader 
compares the copies calculated by himself with the original.

The corrections made shall be properly noted and confiimed.

Iji societies where the society“'s leader is not directly 
responsible for accountiiig for a shop, and calculation of lists is 
done in the office, the auditors shall make sure that the calculation 
of the stock-lists and the comparison has been done in a satisfactory 
manner.

Summarŷ  of stock-lists

On a special summary sheet, a list is made of all shops 
stock-lists, whereby a summary of the whole society's stock is obtained. 
The auditoî s shall check that all lists have been correctly transferred 
to the summaiy and with their signatures confim that the information 
has been scrutinized and was found to be correct.
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LEAKAGES :

Leakage is the terra used for all kind of shortages incurred 
during the process of handling the goods in the shop. As mentioned 
earlier, leakage should be treated as an expense. But as this is 
the only expense out of which the society do not gain anything, 
leakages have to be reduced to the minimiiir. It has been said that 
lealcages are caused by the following :

i. One-third by the salesmen due to carelessness and 
lack of responsibility and dishonesty.

ii. One-third by the customers due to pilferage and damage 
to goods.

iii. One-third of real shortages due to damages etc.
Leakages can partly be'avoided, among others, through the following :

i. good display and shop lay-out.-
ii. proper supervision of the employees.
iii. incentives and rewards to the employees resulting in 

their identifying themsel\’-es with the institution 
and their job.

iv. working out routines and’ instructions in handling the 
goods, such as :

: ho\-i to price mark
: how to pre-pack
: how and when to write indents
; how to re-fill goods in shelves
; how to handle empties
: how to handle customers complaints
: how to avoid error at the check out etc.

Observation of a large number of shops indicates that leakage 
is lesser in shops where a systematic attention is given to the
arrival contro-'' of the-goods. As an example of the above, I am giving
below some useful instructions on "receiving of goods" :

- Arrange a special place in the store room
- Put the received goods in the special place in the store room
- Take at once care of the received goods, count it and 

tick off the invoice
- Do not remove any goods from the special place until 

they have been checked.



- Check on the delivery note/invoice:
Cost price, recommended retail price, delivered 
quantity, the total of the delivery note

- Check the quality and look out for damaged goods
- Claim for possible compensation
- Check also 'the empties as they as a rule are invoiced 

and included in the stock value control
- Decide the retail price, which can be found in the price 

book. If it is a new article, decide the retail price 
accDr’ding to the price policy

- Put the retail price on the invoice/delivery note
- Pat the retail price on the box in which the goods i^re

delivered
- Pre-pack the commodities, which are not already packed
- The empty, boxes shall be kept in a special room
- Transport the commodities to their place in the

shop/store room
- The salesman in charge of the commodity section is

responsible for price marking and filling up in the shelves
- When the receiving process is over, sign the invoice/ 

delivery note and put it in a special file
It is important that the mar^gement and the employees have a 

good knowledge and information concerning the stock-in-trade. Through 
proper stock control and physical stock verification, such knowledge 
could be gained. With the help of tliis information, interesting data
and ratios could be worked out such as: (i) stock rotation, (ii) stocking
days, (iii) various articles or* lines of merchandise and their relations
to salos etc. Such information is a very important tool for the
management ill the difficult, dynamic and challenging field of 
•inventory man-agement.
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Introduction

The pirpose of a Consumer Cooperative Shop is to slmpLify the flow of 
eroods from the Producer/Wholesaler to the Consumer at reduoofi price.
The business turnover a-nd costs are two important factors which decide the 
f3i:r>ooss of a cooperative shop. iiusiness turiiuver is again determined by a 
number of factors such as the number of customers, their purchasing power, 
their average purchases from the cooperative shop, the location of the shop, 
assortment of goods, price, competition, etc. As most of the costs are fixed, 
the best way to control costs is through larger business volume (higher 
atilization of various resources employed in the shop). But, how shall a 
Cooperative Shop get about attracting more customers/members to increase its 
business- turnover ?

There are, of course, various ways of attracting customers. Firstly, 
a customef’ must be attracted to pay a visit to the shop, and when he enters 
the shop, he must be influenced through internal and external environment of 
the shop, to decide that from then on he will make his purchases from the 
Cooperative Shop.

In'this paper, I will mainJy deal with Display of Goods in a Cooperative 
Shop, This includes Merchandise Display, Window Display and Shop Decoration. 
Of course, the behaviour of the employees ,also play a veiy important role 
here, and I propose to deal with this aspect in a separate paper,

I will concentrate my discussion here on the Counter Desk Shops, and 
hs far as possible, exclude "Slef-service Shops”.'

. . .  2



IVhen dealing with display of goods, there are at least three main 
questions that we have to ask ourselves and try to find answers to. They 
are :
1. How shall we, id.thin the area available, achieve maximuiii sales and

storing capacity ?
2. How can vre serve our customers with minimum costs, vrorks and time ?
3. How shall v;e arrange the goods and create a good atmosphere to

attract customers to our shop and make him or her a regular customer ?

The display of goods can be split up in three different and at the same 
time one integrated way :

A', Ordinary Display of goods which m.eans displaying of staple commodity 
and such other articles wlaich the customers have decided to buy 
before leaving their homes.

B, Attractive Display which mostly involves display of goods of 
impilse buying character, such as new articles, seasonal goods, 
special offer sales, and also to some extent, goods of complementary 
nature,

C. Decoration of the Shop which is basically a combination of the 
Ordinary Display and Attractive Display, but is treated separately 
because it includes the overall decoration of the shop so that 
right environment is created in the shop,

A, Ordiaar?/' Display of Goods

i) Maximum Sales and Storing Capacity ; This depends on how we choose to
arrange o\\r furniture and fixtures in the shop. Our aim should be to
achieve maximum sales per sq, ft, area as well as minimum rent. To be
able to achieve maximum sales, we must allow the customers/members to 
come as near the goods as possible. This enables the customer to see 
the' goods more closely and satisfy himself. I 'may here refer to the 
saying, "An article touched and fingered by the customer is 50% sold, 
and an article trie.d by the customer is mostly sold."

2
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We know that a customer likes to choose among many goods# It also creates 
a feeling in the mind of the customer that he is free to inspect the goods and 
choose what he vants and that .we have a full and complete assortoent of goods 
attractively displayed to offer him. We also know that storing" of goods.moans 
that the goods stored in the store room will not catch the eye of the custcffier.

In order to avoid these handicaps, it is recommended that the layout and 
furniture and fixtures arc arranged in such a way that maximum goods are 
displayed' in the sales area while minimum is stored away in the store-room.
The Racks should, .if possible, be placed against the walls, and for freedom 
of movement of furniture and fixtures, the shelves ought to bo made of loose 
parts so that they can be easily dismantled and adjusted according to needs.
The counters should be arranged in such a way that the customers can freely 
entor the shop and circulate into the shop, but outside the counters.,

ii) How can we minimise costs and time when serving customers ?
This depend's on the'layout, the efficiency and capacity of the furniture 

'"̂-nd fixtures. This also depends on the floor area the salesnan has to cover 
in order to complete a sale - -from showing the goods to the customer to its 
delivery after packing. If the goods are pre-packed, they save the salesman'‘ 3 

time for packing. The salesman can also save time- by pre-packing the goods 
during slack-hours, so that he car, manage heavy rush of customers during peak 
hours. This again depends on the training the salesman receives', for performing
his job efficiently and sharing a sense of responsibility and taking interest
in serving the customers and identifying his own interests vdth the interests 

the Shop,

-i-ii) How shall we arrange goods and create a good atmosphere ?

Proper arrangement of goods creates a pleasant environment which is 
''onducive to good selling. Therefore, display of goods in a pleasing manner, 
ind creation of a proper atmosphere are factors of paramount importanoe. To 
'"ichieve this end, *the following must be kept in mind :

a. Keep all brands of a product at one place including complementary goods 
(create commodity groups according to their utility i.e. all was.iing
soaps, toilet soaps etc. placed in one place) so as to malce it possible



for the customer to compare and choose the best of what is 
available. At the same time, the customer is also unconsciously 
reminded of complementary goods needed (may be in this case a 
tooth-brush or a hair oil) and available and the customer gets a 
feeling that the shop's assortment is very wide. This way of 
displaying the goods makes replenishment of stocks easier and 
spot-lights the nature of demand for various, items and brands 
in the assortment which in tura. helps in the procurement of goods 
resulting in high turnover of the stock-in-trade. Last but not 
the least, this way of composing commodity groups and using this 
method as a model for placing of goods in the shop will result 
in higher sales due to more satisfied customers and more 
interested salesmen.

iv) The goods mthin the commodity groups should be placed vertically so that 
goods frequently demanded by customers are placed in "easy-to-see"
and "easy-to-reach" level, say from 4. to 6 feet height from the ground 
level. Heavier goods and goods of staple and bulk-purc'hase, nature are 
placed below 4 feet level* The reason for placing goods in this fashion 
is that each commodity

a. has an equal chance of being noticed by customers and sold.
b. gives a better display of goods and distribution of sales ^̂ dthin 

the group.
c. Shelves and space below 4 ft. is rather a poor seller for generally

no customer looks at tilings near the ground level,
d. Shelves which are kept at ”easy-to-see” and "easy-to-reach" levels 

are best sellers.
o. Placing obmm.odity groups in this fashion commands a good view and 

creates a good impression on the customers apart from making it
easier for tho salemen to find the goods instantly,

v) Allocate as much space as possible to each article or itm so that you 
you can fill up the shelves with a whole bulk-package at a time without 
leaving some units in the store-room. It is also advantageous to do so



for then you can use slack-hours for re-filling the vacant racks or 
perhaps only when articles or items are procured from the godown or 
wholesaler. This way of allocating space will reduce handling costs 
of goods, and makes the task of storing of goods easier for supervision.

vi) Keep the shelves as full as TX>ssible which creates confidence
in the ability of the shop to procure and supply goods to the customers. 
If you do not have enough goods to fill the space on the racks, keep 
the goods only on the front;side of the shelves giving an impression 
of full racks and shelves which apart from giving a good appearance 
hides the fact that the particular goods are in short supply,

vii) Introduce a,regular and a special routine of refilling or replenishing 
goods in the shelves and racks. The routine must consist of the 
following jobs :

a. Clean the shelves and articles placed in the shelves.
b. Check the quality of the packings and the price of the goods in 

the shelves,-
c. jRefill the, shelves with new or fresh articles from the right and 

rear and sell from the left and front sides,
d. Before re-filling new or fresh articles, check the quality, price 

and packing of goods.
e. Price-niark all the articles. The price-markiiig should be clear, 

uniform and easy to remove and will reduce mistalces and miscalcu- 
latidns in preparing cash memos,

f. Place the packet or article so that the front side or bold face 
of the article faces the customer,

/
g. Take away old or damaged packages or articles, and if possible, 

replace these or reduco the price of the damaged article, and clear 
it out as soon as possible. If some article is compLetely spoiled, 
throw it axray.

This routine of replenishing and checking the shelves everyday guarantees 
that the assortment is kept up-to-date and that the number of slow-sellers is 
minimised, and that the shelves are always attractive to the customers. This 
vd.ll probably increase sales and reduce costs in amount as well as in 
percentage.
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viii) Utilize colours of packages as contrasts against one another as 
customers often buy with their eyes. Things that attract the eyes 
have a better chance of being sold. If you arra*nge your display of 
goods with contrasting colours, each article will attract the 
attention bf the customer and stands an equal chance of being sold.
This Xvdll also enhance the environment of the shop,

ix) A price label for each article, easy to read should be placed on
the shelf in front of the article. It creates confidence and goodwill 
among the customers, and will reduce mistakes and miscalculations 
while preparing cash memos.

x). Lighting must be focussed on the goods displayed which attracts 
customers and helps the packages and space to xrork and to be better 
selling areas,

xi) Be careful vdth "easy-to-damage" (perishable or breakable) articles 
and never place such articles side by side which are likely to be 
affected by the presence of the other articles near them. Make it a 
rale never to place goods directly on the floor. Use a pallet or 
something siirdlar.

M'lEMBER goods ought to remain in their ordinary place if this place 
is the best one for this special article. Never change the place of the 
Ordinaiy Display of goods just for fun, as it would adversely affect the 
customers and salesmen's reaction,

Ordinaiy Display of goods is the main part in display of goods, and 
therefore, it is of utmost importance that it is done very carefully and in 
a planned and systematic way. As display depends to a large extent, 
on the furniture and fixtures used in it, the General Manager and/or Board 
Member ought to bring their ideas up-to-date regarding display aids by 
studying shops which have successfully introduced new sales methods before 
buying new furniture and fixtures.

B. Attractive Display of Goods
Goods which are of impulse buying naturej such as novelties (new articles^ 

seasonal goods, special offer sales goods, goods offering reduction in prices?
... 7
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articles which cannot be stolen or removed, articles uhose sales you want 
to push up, and articles advertised by your society or a producer or whole­
saler need to be’attractively displayed.

Placcs for attractive" display
A. Show-cases
B. Self of the Rack above 6 ft* level
G* Counter Desk
D. Area on the Customers' side of the Counter (depending on 

the kind of goods displayed).

How to arrange Attractive Display ?
a. Arrange goods, properly and in good order on the shelves above 6 ft, 

and in shovr-cases.
b. Eath place of Attractive Display shall contain only a few varieties of

articles, but a larger number of packages,
c. Each article must be supported by a price-placard properly prepared and

exhibitted in connection with the display.
d. Arrange the goods in the show cases and on shelves above 6 ft. 

artistically in a suitable background of matching and contrasting 
colours,

e. If possible, provide separate lighting for each display,
f. Attempt to inform through display how best to use the product.
g. Do not display spoiled or damaged articles, but only th0 uest and 

most attractive ones,
h. Change frequently the display arrangement, at least once a fortnight.
J. Prepare posters which can catch the eyes of the customers and at the

same time, give all the information about the product such as its 
utility, prico, size, contents, etc.

The Counter Desk and th^ Area outside the Desk
The iiiethod of display in this area is more or less the same as Display' 

in Shelves and Racks, with only a little difference. In this- method, the 
liuraber of goods displayed is much bigger (Mass Display) so that the customers 
are impressed by the volume of goods. This display depends on the kind of 
articles and the quality of the packages.

7



'RH'IEMBER this kind of display shall not contain more than two kinds of 
articles in each place, but in larger ntimbers#

Attractive Display of goods ought sometimes to be supported by -

1. Acivertisement in Newspapers
2. Leaf-lets distributed to the customers

• •

3. Streamers
4. Demont;trations
5. Sales argument
6. Other consumer information etc.

Attractive Display of goods is a complement to Ordinary Display and if 
properly arranged, results in higher sales, satisfied.members and salesmen 
as the customers feel that they are making purchases and spending their time 
in a most interesting way in a pleasant surrounding.

C, Decoration of .the Shop

Decoration of the shop is a coordination of the Ordinary Display and' 
Attractive Display and is also complementary to the two. It gives a sort of 
a finishing touch to the tvro Displays already discussed and provides an 
overall picture of the entire shop» ensuring —

1. That the front of the shop displays a prominent and pleasing sigJi- 
board indicating that a Cooperative S'hop is located inside,

2» That no emptios are lying in front of the shop and that the compound 
and the ground in front of the shop is spotlessly clean.

3. That the^windows and ahox̂  cases and the entrance door are cleaned 
every day,

4-. That there are no obstacles lying in or near the entrance to the 
shop hindering easy entrance by customers.

5. That the floors'and walls inside the shop are swept clean.
6. That the v/alls, racks, desks, fixtures and furniture are painted

in pleasing colours.
7. That the lighting system is working properly and adequately.
8.- 'That the sales staff are in clean and nice dresses. If possible,

provide them with Uniforms,

... 9



9. That -the display and activities are, as far as possible, uniform 
in all the cooperative shops of the society.

In short, see that a right amoimt of interest is generated in the 
public regarding the inside and outside of the shop, through proper display 
and decoration. The cooperative shop and the staff working in it will as 
a result earn a good reputation and gocd-td.ll of the public which in turn 
leads to improvement in sales aAd reduction in costs.

A customer would always like to make his purchases in a nice clean shop 
filled with a wide variety of goods properly displayed and in a pleasant 
currounding, and if‘ a cooperative shop can offer these conditions, he would 
like nothing better. He is your permanent customer.

.  *• ••• .
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A salesnan sp,ends about bn^third of hig/her time, working in the shop 
attending to customers. This means that a good enviixsnment must be created and 
if the salesman likea higher job, the effici^icy of the jbb viill increase, 
r̂ sultin-g in the fact that the customers are satisfied, and-the goodwill for 
the cooperative shop and society will be improved. This is of utmost 
importance in a cooperative shop as the customers you serve’are also the members

Vof the cooperative society for Tjhich'you woric.t ?oii al*e in effect, sdLling to 
the owners of the shop. This is a state of affairs which, does not e^st in any 
other type of retail business and this will colour'the wholê  relationship 
between the salesman, the customer, and the society‘'s manag-«ient.

The responsibility and interest the sale^an feels in conducting hig/her 
perform.-jnce, eind the cleanliness and hygiene maintained, in. the shop are the 
basic factors of being a good salesman. Of course, there are different iS^es of 
salesaen, and of the five tj'pes represented in the market, the salesman in 
the .cooperative shop ought to be-represented by the ” Greativd' one.

The society's progress depends to a great extent on its employees, but 
also on the business volume. If the sale^an feels interest and responsibility 
towards hlq/her job-and society, the society will esgsand its business, which is 
of great importance for all isav̂ lsted. Therefore, the salesman in the cooperative 
shop must be an active salesman and trained in how best to conduct sales and 
■satisfy the cus-tomer^members, tl:y?ough knowledge about the goods and the 
customers, and also the society's targets etc# This paper will deal with, 
among others, the above mentioned‘things.



To form part of a denooratic movanent like the consumar 
cooperative aovanent is. a privilege. .Like most-privileges it 
carries corresponding responsibilities.

Which different responsibilities does a cooperative 
shop assistant have? Many of than apply to an assistant in any 
type of shop but because we are a cooperative assistant we have 
three special responsibilities.

1. To the individual merabe/r-cugtomer
2. To our Society as a unit
3. To our .frilOTrf employees.

RESPCTJSIBILITY TO THE MEMBER. CaSTOMER : ,As an owner the castomer
member looks to us for
- efficient service.
- civility> but not servility
- advice based on a sound knoiiledge of our goods and of the
' activities of the Society

- fair dealing
- understanding of the ai,ms''̂ d principles of the Cooperative 

Movanent,

Not all members are thanselves oithusiastic cooperators and 
•may satisfy some of their noeds from private shops. Occasionally 
also some non-menbers may make purchases from as.. So we should also 
know how new m^bars are enrolled, and t̂ ê requirements of membersMp. 

In both these cases we have the further responability of
- convincing these customers that cooperative goods and cooperative
service are at least as .good as those they will get anywhere d.se. 
RESPONSIBILITY TO OUR SOCIBTY' : It is natural-that the organisation
which' employs us' shquld feel that it can rely on our loyalty, and 
that we will always soeak well of the- society and of the goods and

lt,_B,3rpv:idQ,g.

The responglbill'fcy o f  the employee



Within our o-wn branch there are e^ecially one of 
denonstrating this loyalty J By accepting responsibility of receiving 
enquiries etc., regarding other d^arteients of our society, doth, 
medical, etc - and recommending than to new members#

RESPONSIBILITY TO OUR FELLOW MPLQYEES : We and our colleagues in •
otir branch, form a teahij bound together by our common aim of service to 
customers, and should always be ready to help each other* But the 
mai and women who worfc-in other jobs in the Society are members of the 
team al.so,. V/hether they wo^ in the office in the wafehouse or do 
other jobs., all are helping .the society to serve its members.

They are doing their jobs as well as they cm they are entitled 
to our reject-. If we do fall out with them over anything we shall 
atleast don''t al:r our differences in public.

In the shop help to keqj things going well as can be done by 
taking our turn at cleaning, putting stodc back in its place, 
and keeping implaaents clean ail'd in their right place.

Different types of Saleanen

Five Types of Salesmen

While in one sense ®rery salegnan is diffe'rent from any other, 
taken as a whole they can be classified under five headings I

1) Indi'fferoat ; This type is- really a misfit in the job. He 
i-s ladcing in interest, couroegy and knowledge, and is often 
slovenly into the bargain.

2) Automatio : This assist^t may be satisfactory in all 
ways except that he nev̂ er really sd.ls. He ansv/ers questions 
if the customer a^s them and may have a few standard 
comments to make on his goods (e.g. "This is a good jam", 
"It's a very popular soap"). But he does not show any 
initiative.- .The customer simply buys from him as though
he were a human slot machine. He is a mere price teller and 
parcel passer.



3) Too technical i Enthusiaan for their gpodfs lead some
assistants to -wea^ or bevilder customers with details which
do not interest than, because they do not imdei'stand what

\

these details have to do with the purpose for which they ■ 
want the goods* Few women, for example, want to knol̂  where 
the tea was picked or how it was fired, but they do want 
know# • '

-4) High Pressure t All of us know this ijype and how we react
to him hy putting up sales' resistance. The harder, he preasesj 
us the more defensive and s t̂ubbom we become. He runs off
one list of articles after another even v/hon the- cus-to'mer haaj
no use for the articles. Even if he doesy make ,a sale he
often'leaves the customer feeling that .sJie .haq teen forced
into it, and that she will not allow it to hsgspen another 
time. He makes future sales more 'difficult.

5̂) Creative : There is room for much variety, aKidng gDod
âlegnen. They are not all alikg, but xjhat is good about all] 

.of thar. is that they
- realise that' the customer wants some particular article 

because she has a particular aeed to saiisfy. .
- kriov the qualities of their goq-ds go well that Ifaey

can help the customer to choose the best article to
satisfy this need. ■

- kiiovr and practise an effective technique for making use o* 
their knowledge.

- .always woric to plan.
It is open to ourself to decide which type we will become 
But we must rtameraber that hundreds of-customers a week are also 
free to judge us.



Sometimes it can happen that a salesnan has the opinion that it is 
the customeiî ift̂ Qbors owa fault if h^she are cheated* In a cooperative 
shop, we must of course build up confidence ainong'our customers and they
must always know that in the cooperative shop, they can ^ways trust the
employees.

But how shall the salesnan be able to build i?) confidence for 
themselves and,for'the cooperative society?

If you are a person fealing 3feq)onslbili'ty and interest In your 
woiic and also belong to the creative group of saleanen, you have all 
possibilities.

But in addition to the above mentioned things, you must always 
ke^ in mind that you can develop yourself and improve your confidaice 
with the customers, employees and management through :

1. Always trying to improve your knowledge about:
a) the Various articles you are selling
b) the customers demands and behaviour '
c) the society's targets and objectives
d) the ways of- improving the society's business etc.

2. Always behave properly towards your colleagues as well as
customers.

3. Always be honest towards the customer and the society
4-. Try to create s;jmpathy for yourself through!

a) ke(ping the customer's best interest before you
b) treating the customers in the s^e way as you yourself

j want to be treated.
The salesnan shall help the customer to buy the goods which are 

to higher a'dvan.tage. Threrefbre, he must know about the manufacturing 
process, the ways,,of ilsing. the goods, the quality etc. In other words, 
he should possess such knowledge of commodities as is necessary to give 
honest guidance to the customers.

The customer'*5 confidence in the Salesman.



To rgaember :

'The customers come to the shop -and buy because they have 
e35)eri.enced again ojnd again vithoî t. fail, that the Mcpager and the 
salesmen honestly want to and are able to serve them well. When a 
customer thinks of the shop he or she does so ^Ath a feeling that it 
will be pleasant to come there and meet Mr. Manager, Mr, saleanan and 
Mrs. cashier etc.

Attracting the customer to the shop is mainly a quostion of good 
■personal relations-between the staff and the customers. If the Manager 
or a salesman happen to. offend a customer in. some way, that may in a 
few moments destroy a relationship which has taken years to build up.

If a, customer rightly or wron^y, feels badly treated in the shop, 
he or she will' talk about it and plenty of people are likely to listen 
to it and beli-eve it.

The staff must, therefore, take great care in all their work 
and behaviour.

Remenber that the cooperative shops are very'much £jlike and 
therefore, when a customer doesn''t like a special cooperative shop and 
talk about it to other people, this mistake strUces every cooperative 
shop.

There are factors which decide the success of the society/shop-
But the most important one is the staff, their beiiaviour, knowledge 
and salesnaniship,
Good rules :
1. Try to recpgnize and know the .customers.
2. Teach yourself listening to the custo*ners.
3.- Teach yourself the right sd.ling arguments.
4-. Be an adviser, to the customers and you will get several happy

customers even in the future.
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Sales cnn be increased in three ways :
1) By recommending other lines
2) By soiling'larger quantities
3) By ̂ attracting more customers to our shops.

RECOMMMDING OTHER LINES
A

Recommending rabaias dravdng the customer's attention to any of the 
goods and services of the Socie-l»y, which we think will interest her.

•-

We should be alert- at every stage of the sale for an opportunity to 
recommend, and we should hav^at our. fingertips suitable lines to 
suggest whenever a need is revealed. We shqll not always wait till 
■ the end of the sale, we may often miss an opportunity by doing that. 
Lines for recommending can be divided into six groups i Alternative, 
Companion, New, Reduced, Seasonal and Mapgiger'e.
Alternative Line : Always be ready to offer alternative goods that vail
satisfy the need if what the customer asks for is not available.
Companion Line i It is logical to suggest an article associated 
in use with the one being purchased for e.g* biscuits xdth tea. If 
your suggestion is sound, it will be taken by our customer as a 
pleasing sign of genuine interest in her needs,
Hev; Line ; Mention any new line we^have just begun to stock, and 
rsnanber a line may be considered "new" for atleast one month as it 
generally takes that long to moke sure all customers have visited the 
branch.»
Reduced Line : Many customers, and particularly those with the
economy motive, will appreciate being told of a’-line wliich has been 
reduced in price.
Seasonal Line : All shops stock and feature goods particularly
appropriate to the various seasons of the year? and it is extrsnely 
important that these should receive proper attoition. Othejrwise, they 
will be left on hand until it'is too late ajid eat away the profit 
on the goods sold.

The active ..Salesman



Manager'*s Line There are oftai lines vhich the manager for various
reasons vjisheg to be drawn to customer's attention* Keep this constantly 
in mind to introduce -whenever appropriate.
How to recommend

If on opportunity to recommmd an additional purchase does not aris'e at 
any time during the sale, it may still be made after the cash has beoi 
taken. Do not ignore a look of interest or a question which indicates 
that, the customer's attention has been caught >y something she has heard 
or seen. Even i’f an extra sal*e is not made that day, we well plant 
a seed that will mean a sale in' the fuiture* •

We shall make recommaidation confidentially being careful neither 
to gjeak hesitantly nor too forcefully. We are being helpful to the 
customer, so there is no need to be apologetic. Avoid such negative 
ranarks as "I suppose you wouldn't be interested in Say
rather,. "Have you tried the new toilet soap, Mrs. Rao? It's very good 
for the skin and has a lovoLy perfum^. On the ether hand, we are 
suggesting, not ordering, k remark like "You can'̂ t afford to miss this 
week's bargains in tinned"cots," maybe resented, '.'Have you noticed 
we have reduced apricots in heavy syrup this wedc?" will be appreciated.

We shall always tiy to be ^ n  in our recommendations. 
"Anything else today madam" is a very wealc way of attempting to soLl 
more, and is very unlikely to produce results. Simply reciting a list 
is also weSk: It is the hit-or-miss method, ^

Practice recommending in the quiet times to acquire the skill that 
will carry us through when we are busy. The buying spirit in the air at 
busy times hd.ps us to sell and often in describing an article to one 
customer we may be selling it to some one else who is waiting.
SELLING LARGER QUANTITIES

In many cases, it will be to the advantage of our customer to 1̂̂7
tb-la larger quanti-fcy of merchandise, for the sake of her convenience or on 

ground of ecfonomy, or both. A larger quantity bought today may save



her an extra trip, or prevent her having to get more one day when she 
has a heavy load to carry. Larger sized tinned goodB, packaged cereals, 
etc. are almost always more economical. On whatever ground we suggest 
a larger fiiirctiase, we must be sure to ejgjlain the advanta.ge of it to the 
customer.
ATTRACTING MORB OJSTCMERS

The third way of building bigger sales Is to sell to more people. 
Although an attractice looking shop and window displays can go part of 
the way in bringing people into the shop, good ser/ice givai is the 
most potent moans of making people buy and come back to buy again. 
Particularly in these days when the standard of courtest and service is 
not mifoiTOly high in sll shops, a splendid opportunity exists for 
building the reputation of our society in this regard. If customers 
have received interested attention and helpful advice, they are likd.y 
to comment to others about "that at the Co-op shop who was so hd.pful 
and interested." Renlarics like that can do more than olmost anything 
else to attract new manbcrs into the Society, and to make members 
visit the store more regularly for all the things th^ need.
Customers^ complaints

Retail traders are generally hesitant to customers' complaints 
on purchases, which have been concluded and paid for.

The chief causes of complaints are among others:
- delivery of wron-g--g!5bds
- shortages-in goods delivered
- deficiencies in qualities
- overcharges in totalling the sales
- wrong change given
- daim that the goods -can be bought cheaper elsewhere
- service complaints

In the cooperative' society, the Manager should himself deal with 
complaints and it would be good policy if he approaches the diffl.culty
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with a desire to adjust it in thê  customer's favour, exc^t in such 
cases where it is absolutely ev̂ ident that the' customer is wrojig.

,It is a .great art to be able to handle such difficulties in a 
manner which will give satisfaction to the customer and at the same 
time protect the society's prestige and goodwill.

If the complaints are frequent the Manager must trace the 
caijse of them at the roots.

Carelessnsss i's the cause of at least 1Q>% of the complaints 
in an average store.
To rangnber

When assessing the customer's' complaints it must be taken into 
consideration, that the success of the cooperative store dqjends to a 
large degree upon building up a cadre of customers vjho will make 
purchases again ahd again and who will buy from the society's shop 
as much as their spending power permits.
Staff meeting

The staff meeting is an important medium of internal training 
and also for discussing various problems and ways of tackling them. 
Through staff meetings the salesmen are in fact directly involved in 
the society's business which ;jill Improve their interest and responsi­
bility.

It is the salesman who several times a day meets different 
categories of customers and discusses with them different problems. I'fc 
therefore of great importance to know the ataff opinions about solutions 
to the problans. A weekly staff meeting should therefore be conducted 
to discuss the folloxjing ;

1. Current matters concerning the shop/society
2. Sales targets
3. Samples of new articles etc.
4. Sales activities for the coming
5. Sales arguments for campaigns, articles etc.
6. If possible, a lecture should be .conducted and a 

special subject discussed such as Saleananship, display 
of goods, etc.



Cleanliness and Kygisne

A great deal more attention is paid today to cle.^iness i’n the 
handling of food than in the past. One of the reasons in fact why#
the tLx,:m9ver of prepacked goods is on the increase is to protect 
them from contamination. But that does not lessai pur personal 
responsibility for keeping up a high standard of hygiene in our shop. 

FSR^NAL HYGIENE' means paying attrition to
- use of some kind of uniform, which should always be clean 

our hends and our hair
using dishes, tongs, knives ox scoops wherever possible for 
handling food,
avoiding unpledsant personal habits 

Examples of personal habits which can develop very easily but must 
be ^oided are :

breathing on scales, dishes, counter etc.
using the hands instead of a duster to brush away dust
or crmnbs
blowing into a bag to open it
licking fingers to turn pages oi* s^.arate sheets of paper 
or bags
fingering 'the hair or scratching the head or the face while 
thinking
keeping a pencil behind the ear 
putting the hands in the trouser pockets 

1 Moreover, always wa^’your hands after handling dirty goods, or 
at least rub than on a damp swab that is often changed, and always after 
using the toilet.
SHOP IffillBJE is mainly a matter of taking the trouble to keep the 
premises, fixtures and stock scrupulously clean, a customer can tell 
whether a foo,d shop is clean or not by its snell as soon as he enters. 
Coffee, ^ites etc. have a tangy aroma, but they are pleasant in 
themselves.

11:.
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a high standard of personal hygiene 
a regular and adequate routine for cleaning.

We must of course, be supplied with the necessary equipmen-fe - brushes, 
brooms, dusters, swabs and enough hot*watei’, so'ap, soda and 
polishes. But it is our responsibility to look after these cleaning 
tools, keep them dean, and store them in the proper place.

-When we are cleaning the shop we shall take.care of thg 
comers, the middle then takes care of itself.

Sixtimiary

The' dennliness of the inside depends on

The sales promotion activities, shop location and layout, the 
coimnodities and not least the salesmanship of the staff are taken 
together the main factors of the success of the society. The society 
cannot spai'e any of these factors as they are linked together in a long 
chain. Together they create a loyal following ̂ d  build up a habit 
among the customers to come regularly to the shop and make purchases. 
This is knovffi as ’’Goodwill" .
To rgt>ember

If 100 customers visit the shop every day and each of than, 
because of the attractivaiess of the shop buys for one rupee more per 
day, the tumover vjill increase vjith 30,000 itipees per year.
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RETAIL PRICING fOL.ICY IN CONSUMER SOCIETIES 

By; Dr.Dharm Vir

It is said that poor people need low prices and rich people love 
low prices* In cdmmon terms price is the amount of money a buyer pays or 
promises to pay as a compensation for the use of a product or service. 
Alternatively, a price is the amount of money, a seller charges as- the cost 
of a product or a service plus the risk taken in making the product or 
service available to the consumer (buyer). It means price is not cost 
alone; it is cost plus. The plus will fluctuate between the flow created 
by production and distribution costs and the ceiling fixed by a consumer 
demand and supply factors. The higher the plus the more the seller would 
like to sell, the lower the plus more the consumer would demand.

1. iPRICE a n d p r o f i t
According to economists profit is a reward;
(a) for the risk taken by an enterprise to make available

the commodity or a service and

(b) for the whether management leading to successful attainment
of this objective. Profit ensures economic progress. Since
it encourages new enterprises to be established and the 
existing ones to grow.

It results in employment and in return encouraging more productivity. 
Needless to say that productivity is pre-requisite for price reduction 
and further economic development. Profit is^ therefore, absolutely 
necessary for economic growth otherwise stagnation will set in resulting 
in unemployment reduced productivity, scarcity of necessities, etc.

. p /2



The decrease in. supply of a commodity or a service will filially result 
in higher prices. So price and profit are intimately related. I¥ice 
stimulates flow of resources and profit acts as a catylyst. Price is 
a mechanism by which demand and supply can be inhibited or stimulated as 
well as the volume of profit be determined..

Maximisation of profit is the sole concern of a private enterprise. 
However, a cooperative enterprise differs from other forms of enterprises 
in their aims, organisation and policies. As the members of a consumer 
cooperative society trade with themselves the question of 'profit' in 
usual sense of terms does not arise. As maximum service and not the maximum 
profit becomes the aim of a cooperative. The profit becomes just a bye- 
product of the business operation. Again profit is distributed among the 
members in proportion to their transaction with the society in shape of 
patronage dividends. This emphasis on maximum service to mgnbers or 
consumers brings a change in the policies of a cooperative enterprise and 
pricing policies is equally affected by such social considerations. 
Nevertheless, it must be kept in mind that a consumer cooperative is 
basically a coimmercial enterprise competing with other enterprises in 
the open market. So it has to follow the acceptable trade practices and 
the economic laws governing the market. Like any other enterprise a 
cooperative should have its own capital and funds to allow it to bear 
risks on behalf of consumers. It should be free from external controls 
in deciding its policies and running the business. Only then a cooperative 
will be able to stand on its own feet and face competition with other 
enterprises. Once they are in a position to give maximum service to 
their members and patj-ons on a reasonable price the cooperative will 
become more popular among the public. Talented workers and professional 
managers will get attracted towards such an enterprise. By increasing 
its business to optimum volume the cooperative will be able to give 
maximum service or best products at cheapest price.



FACTORS AFFECTING I^ICB OF A CONSUMER COMMODITY:

Internal Factors ;
(a) Cost of production and supply to retailers.
(b) Cost & efficiency of distribution system.
(.c) Cash or Credit sale.
(d) The nature of commodities, e.g. foodstuff, perishable goods etc.
(e) The continuity of operation (formation of funds for development 

etc. )

External Factors;
(a) Demand and Supply position.
(b) Consumers' behaviour
(c) Trades behaviqur,. margin etc.
(d) Competitors' behaviour.
(e) Government rules and regulations..

Omi-iND aND SUPPLY i'OSlTlCiN :

The commodities or services can be classified according to their 
demand and supply position in the market. These are as follows:

(a) Scarce commodities.
(b) Commodities available in adequate quantity,
(c) Problem commodities e.g. slow movers, commodities over stocked.

The pricing policy will be different in case of different types of
commodities.

SC.mCE. CaiMODITlES:

Scarce commodities are kept in black stock by the private traders
and sold out at higher prices. The Government makes arrangement for
sUpply 6f' quota for such commodities and determines its price in such a
way that a very low margin of profit'is left for any enterprise. A
cooperative will have to sell these commodities to its members at a 
reasonable price and on an equitable basis but it must ensure that the 
cost of distribution is recovered from such a business transaction. A 
loss in this transaction may also have to be covered from the sale of 
other commodities.
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Coramoditios available in open market are bought 'and sold by a 
\

consumer cooperative Society along \>̂ ith scarce commodities. Such types 
of commodities give good margin to sellers and therefore competition in 
such commodities is* found quite keen. The society has to select brands 
which are standard, cheaper and popular arid sell them either-at the 
market rate or at cost price. A  cooperative is meant for protecting the 
consumer against rising prices and therefore it should not charge at the 
market rate but rather keep its margin slightly lower. ,0n the other hand, 
it is said that a consumer cooperative can charge for a commodity at the 
market price and distribute the net surplus to its members in the shape of 
patronage dividends. However, this policy does not appeal to members and 
as consumers they want immediate relief from any business transaction.
So some cooperatives introduce rebate system in their enterprise.

Cost Price Policy :
It is also argued as the society is meant for the maximum service 

to the members it should not charge on market price but it should work out 
its real cost by adding handling charges to the cost price of a commodity 
and then the society can sell the commodities almost at the cost price. 
This policy may appeal to consumers and patrons but it will prove more 
harmful for the consumer cooperative a s  an enterprise. First of all, it 
will arouse antagonism amongst its competitors. Secondly, the trade 
practices in the marketing of a commodity will be adversely affected. 
Thirdly the society will not be able to build up its own luMs to face 
competition in the future. The Price Rise Resistance Movement or the 
Fair Price shops appointed by the Governments of some countries have 
followed the cost price policy. But the experience has shown that such 
policies can not be followed in a business enterprise. Lastly, this 
policy is unpractical because of the fluctuation of the prices in the 
market. Suppose &  commodity, for example pulses is sold at Es.2/~ per kilo 
on a particular day on a cost price basis, the next day its market price 
may go down to Ss.1.90 Ffe.ise and if the society continues to sell at Rs,2/-

CCMMODITIBS AVAILABLE IN ABUNDANCE:
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per kilo, nobody will buy it from the society. If the society decides
to sell it at Ss.1.90 k.g. it will have to bear a loss which cannot bei
recovered from any other source. So the society either will have to abandon 
its pricii^ policy or will have to close down its operations.

Some experiments’ with cost price policy are in progress in Canada 
and other Western countries where a few consumer supply depots have been 
set up. The main features of the experimental Consumer Supply Depot started 
in Canada are

(a) The Depot is open to only members who are expected to buy 
at least two shares of 85.00 each.

(b) It buys food for members and does not sell food to cu: tomers.
(c) The members attend periodical meetings and help in taking 

decisions.

(d) The Board of Directors pi'esents budget in each quarterly 
meetings.

(e) Merchandise is priced at cost and mark-ups are placed on it.
(f) In addition, Members pay service charge.
<g) Voluntary workers help in keeping records and running the Depot.

ACTIVE HilCB POLICY:
Although it is difficult to make a formula for determiniiig price 

for all types of commodities and for all the time to come. However, a 
consumer cooperative society can follow a dynamic policy which should 
result not only in stabilising prices but in creating a healthy effect in 
the market trends. Under suci; a policy a cooperative should charge slightly 
below the market rate and the commodities on which it can afford to do so.
On other commodities market prices can be charged from the customer and on 
some of the commodities market prices can be charged but some rebate can be 
given to the buyers. This policy which, may be called by the name of active 
price policy can face any sort of competition with the other forms of 
enterprises. The Consumer Cooperative’Movement of Sweden has followed such
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a policy effectively and has given benefits not only to its members and 
buyers but to consumers in general. The C>operative Department Stores 
giving up in certain parts of South-East Asia are also trying to follow 
the above policy. Howwer, to follow the active price policy a society 
should have price fluctuating funds and confidence of the members. It 
should have trained staff and market intelligence services at its disposal.

CtMMODITlBS OVER STOCKED:
There arg some commodities which either are bought in such a large 

quantity that it cannot be sold,so it becomes stale, out of date and a 
burden on the cooperative. The society should get rid of such stocks 
as early as possible but in accordance with the trade practices. Reduction

I
sales can be organised once or twice in a year in such a way that sales are 
effected witnout spoiling the image of the cooperative enterprise. Some 
commoditiesi for example, stale food products should not be on reduction 
sale but must bo destroyed or disposed off through appropriate channels 
quietly.

In case of slow moving articles, the price should include additional 
handlir^ and stoi*age cost.

R O H  TO FIX m i C S S :

Generally there are Pricing Committees in consumer cooperative 
stores. These committees meet periodically and review the market prices 
and change the prloes charged by the consumer cooperatives. Quite often 
the market prices fluctuate so fastly - sometimes several times in a day 
that it is impossible for a committee to follow the market trend and 
determine prices. So it has been found practical to follow a particular 
policy for fixation of prices and then to leave the affair in the hands of a 
trained business manager. The Manager should keep the Board and general 
members in confidonce. Through a circular letter to its patrons or some 
other mass-media, he can keep the members and the public informed about 
the .cooperative pricing policy. Some times discussion group among the 
are organised to study the pricing policy of the cooperativefrom the 
consumer point of view.
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In.! fixing prices, the Manager should keep in view among others the 
following psychological points ;

1. A customer pays price for the values attached to the article as 
well for values attached to ‘the act of purchase and for other 
extra factors.

2. Besides, followii^ one of the pricing policy and giving true 
cheapness of article, efforts may be made to suggest and 
convince customers about cheapness of the prices in his store. 
According to this technique *loss leaders' may function as the 
islands of loss in a sea of profit,

3. In addition to comparison of competing prices for the same 
article, a price is compared by customers with the intrinsic 
Vcilue of the article or its use,

4. A price may also be called cheap when its cost forms smaller
part of customers' growing income.

5. The price-consciousness in customere ■ depends on the number of
times they are exposed to a certain price as well as on the
simple nature of the price.

6. The customers are more sensitive about prices of articles which 
require the expenditure of an important part of his available 
income also about prices of those articles which fluctuate 
regularly. It is an interestir^ fact that ideas of many buyers 
regarding the share of certain articles in their total 
expenditure does often not correspond with reality. For example, 
the share of bread and butter is ofien over estimated, perhaps 
because of old ideas. Contrarily, expenditures on luxuries like 
cigarettes and drinks are often underestimated.

CONCLUSION:
In this paper we have mainly discussed different types of pricing 

policies which may be adopted in retail business, I have pointed out some of
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the limitations of th6 cost' price policy and the market jjride policy and 
• * * ♦ have emphasized on the active price policy for cooperativ.e consumer stores. 

However, in practice thiere are problems which cannot be solved only following 
either of' the above policiesi

The main problem before cooperative consumer societies in following
t

the active price policy is that they do not have adequate support from 
its members and patrons. The priva'te trade under-cuts the prices, quite 
often avoids sales-tax or' other taxes eind these attract more customers.
It is said that’ public bonsciousness should be focused on such mal-practices 
and the public should' be asked not to yield such pressures. This seems 
to be an ideal solution. Some time a demand is' made to exempt consumer 
cooperatives from sales tax, etc. However, large scale operation in the 
consumer cooperative field through economically viable primary units 
can solve some of the 'practical problems of cooperatives in supplying 
consumer goods at rc-asonable retail prices.

In addition the manager should implement the pricing policy formulated 
by the board in. a very dynamic manner. He should keep in view the psychology 
pf customers at the time of fixing prices for different articles. He should 
not simply say that he expects certain percentage gross margin 'from a: 
category of articles on sale.' Iii order to achieve optimum sales results, 
he has to relate the turn over to the fixation -of price for each articles 
or category thereof.

It is not easy to- keep tract of psychological factors such as price- 
consciousness or price sensitivity on the part of consumers. These factors 
are not constant, but variable in degrees. The cooperative should thereforei 
undertake market intelligence surveys. This sort of practical research
need not be expensive or cSOmplicated, however it should be systematic and

/
continuous'. i».s long as the decisions of the management are not based on 
facts and action research, the consumer stores will continue’to suffer 
unnecessary losses and the financial results will be incommensurate with.the | 
entire sales efforts.
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Early in 20th contury the British Consumer Movement published a set of 
principles which came to be known as the "Rochdale Principles". These principles 
were further examined by a Committee of the ICA. Subsequently, the following 
principles were accepted by the ICA Congress in 1937 as applicable to all 
consumers' cooperative societies.

i. Open Membership 
ii. Democratic control
iii. Limited interest on Capital 
iv.‘ Dividend on purchases 
V . Cash Trading 

vi. Political and religious neutrality 
vii. Promotion of Education

Present Principles;
In 1964, the ICA appointed a Commission on Cooperative Principles to examine 

the fundamental principles of c operative activity in the context of the 
present-day economic, social-and political situation and to suggest whether 
any of the Principles should be reformulated. The Report of the Commission 
was considered by the ICA Congress held in Vienna in SepteJnber 1966 and the 
following principles were adopted.

1. Membership' of a Cooperative Society should be voluntary and available 
without artificial restriction or any social, political, racial or 
religious discrimination to all persons' who can make use of its services 
and are willing to accept the responsibilities of membership.

* The article was originally written for use as study Material for a study 
circle formed by some members of consumers cooperatives in Delhi, It has 
been subsequently revised in the light of principles of Cooperation adopted 
by the ICA Congress in 1966.



2. Cooperative Societies are democratic organisations. Their 
affairs should administered by persons elected or 
appointed in a ■manner agreed by the manbers and accountab:^ 
to them. Members of primary societies should enjoy
equal rights of voting ,(one member, one vote) and 
participlation on decisions affecting their societies.
In other thetn primary societies, the administration should 
be conducted on ,a democratic basis in a suitable form.

3. Share capital should o.nly receive a strictly limited rate 
of interest, if any.

4. Surplus or savings, if any^ arising out of the operations 
of, a society belong t6 the membprs' of that society and, 
■shbuld be- distributed in such rria'nnet*- afe •would avoid one 
member gaining at the expense of others;

This may be done by decision of the members as .follows :
a. by provision for development of the business 

of the cooperative,
b. by provision of common services, or
c. by distribution among the members in proportion 

to their transactions with the society.

5. ALl cooperative societies should make provision for the 
education ofj their members, officers, and employees and 
of the general jwblic, in the principles and techniques 
of Cooperation both economic and democratic.

6. XtiII cooperative organisations, in order to best serve the 
interests of their monbers and their communities, should 
actively cooperative in every practical way with other 
cooperatives at local, national and international levels.

These'principles indicate the aims and special character of cooperative 
undertakiftgs as distinct from private or public enterprises. In addition, 
they are good business rules too which have stood the test of time. Their 
non-observance has been the cause of many a failure. A. correct interpretation 
ai^ application of these -principles are, therefore., very essential for tlje 
success of consumers' .cooperative societies.

In the following sections, the principles are discussed one by one, but on 
account of their close inter-relationship, references to other related principles 
have been made, wherever necessary.,
OPSN MEMBERSHIP:

I  '■

A cooperative society is a "service" association organised by the members 
to meet their common needs and not to make profits for themselves. It is open



to all persons who require the services offered by the society and who 
satisfy general conditions regardir^ age, residence etc. incorporated in the 
bye-laws. No distinctions are made on the basis of race, religion, caste or 
political opinions of manbers. All members are froe to join or leave the 
society and they enjoy equal rights.

In a private undertaking, the aim is to maximise profits for members.
In certain forms of priVate enterprise such as partnership and private limited 
compaiaies, mtsnbership in the venture is restricted so that each member can 
have lar.-5er proportion of profit, depending upon the shares held by him.
In public limited cotapanies also, large blocks of share capital are held by a few
members. Membership in a public limited company is restricted by the amount 
of share capital issued. The practices adopted by these companies in the 
issue of fresh capitals also-show that they have no special interest in 
enlarging membership, unless the latter is necessary for expanding the capital 
base. These companies, when they issue fresh capital, usually distribute it 
among the already existing shareholding mem,bers. Reserves are also used for 
issuing bonus shares to members.

The practices in a cooperative are entirely different. Its aim is not to
make as large profits as possible for members. In a cooperative surplus is not
distributed on the basis of members' share capital but on his patronage. The 
cooperative, therefore, has a special interest in enlarging its membership, 
since by doing so it would be extending benefits to owner-members•

The "Open Mjjmbership" principle has been responsible for the following 
good results:
1.. This principle gives the consumers’ movement its ideological appeal of

universality.
. \

2. Uniting consumers on a common economic platform, irrespective of their
other Interests, makes for a singleness of purpose. Iblitical, religious 
or sectarian? interests are not allowed to sidetrack the activities of 
cooperatives from the common social and economic goals which are of 
interest to all members.



3. If consumers* cooperatives are to compete effectively with private trade, 
they should enter with wholesale trade aid also undertake production.
This however requires large capital and also a large market. It has been 
possible for the consumers' movement to achieve both of these by enlarging 
its membership. Consumers’ cooperatives are associations or ordinary men 
whoso r&sources are not large. But by expanding the movement to a vast 
membership, as in England and Sweden, it has been possible for them to 
acquire capital needed for undertaking wholesaling and production 
activities. Also the vast membership of the cooperatives provided the 
market for the goods produced by them.

4. The voluntary nature of a cooperative society implies the freedom to join 
as also to leave it, if the member so desires. Firstly, this ensures 
that the movement is not burdened with unwilling members. Secondly, the 
freedom to leave v/ould keep the- society ' s management alert and responsive 
to members’ needs. On account of this factor, the movement cannot rest on 
its oars. The movement must maintain continuous dynamism and achieve 
higher standards of efficiency and service if it is to sustain members' 
loyalty and win fresh adherents.

A departure from the open members^p rule has taken place in several 
countries of South-East Asia in regard to employees consumers societies, where 
membershi'^ is restricted to employees of a particular government department, 
a- particular factory or establishment* Such societies have worked well in 
compa,rison with general stores for several reasons. First, they get certain 
benefits like free shop accommodation, free electricity etc. from the employers. 
Secondly, since the'^members are fixed income earners, societies get adequate . 
finance. Thirdly, members know each other well ar.d the commonness of their . 
interests is well understood. Finally, it has been possible to find elected 
leaders of proper qualificiations on account of the good educational background 
of members and mutual knowledge.

However, these societies remain small societies and on account of the 
restrictive character of membership, a serious limitation is placed on their 
growth. If they are to compete effectively with the formidable private 
traders, they must acquire greater strength through expansion of capital and
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membership. Sacondlylocation of shops in business premises of the factoiy 
is often inconvenient as members may have to carry their goods long distance. 
With the shift of shopping responsibility from the male mpmber of the family 
to the housewife, which is; taking place in most countries of the Region on 
account of the advancenent of women's social status, such shop locations will 
become highly inconvenient. Thirdly, in an eanployees' society, it is 
unlikely that the members would appreciate the larger goals of the movement 
unless social efforts are made. Tha feeling of cooperative solidarity will be 
difficult to develop, particularly when persons living in the same locality 
or uearby are denied membership and they have to’ organise another cooperative 
society.

DgvIOCRATIC CONTROL:
This principle means "one member one vote" as distinct from one share 

one vote in capitalist enterprises and signifies, that a cooperative society 
is an association of human beings and not of capital. Control of the 
operations and management is ultimately vested among members who have equal 
rights, and the actual management is entrusted to a managing committee 
electod by the members.

The administr- tive structure, however, would differ depending upon the size 
of the socifety and depending upon whether a society is a primary or a secondary 
one.
PRIM.JIY SOCIZrriES:

Small Sofcieties: In small societies, the organisation is simple, the
supreme authority is vested in a general.meeting of members which takes place 
once or twice-a year. The main fuiibtions of the general meeting are to 
elect the ihanciging committee, approve the annual report and statement of 
eoaounts and decide upon the disposal of surplus. The management is honorary 
if the societies are very small and the day-do-day work is divided among' 
different committee members. In societies which can afford paid personnel, 
the main functions of the managing committee are to appoint a manager, supervise 
his work and take important decisions.



In most cases, the manager is not a member of the committee who make all 
important decisions while the manager remains in the background. This is 
generally tho. situation in several countries of the Region.

I
In these societies, the business training of board members is of great 

importance and the Cooperative Unions hav6 an important role to play in 
organisation of c■'operative education.

Large Societies: Another form of organisation becomes necessary in
large societies having several thousand of monbers. The usual method adapted 
is representative democracy.

An example from^^eden may show how democratic managonent could be 
organised in large societies.

^  description of prganisational structure of the Stockholm Consumers* 
Cooperative (Konsum) which is a very large society, may be of interest here.
The Stockholm Konsum has nearly 200,000 members. They meet according to the 
districts (localities) in\jhich they live and d,n whose store they shop. These 
district meetir^s and delegates to represent the districts at the general
assembly of the socioty.

• r .  •IThe district committee serve as links between the members in each of the 
118 districts and the central management of the Stockholm Konsum. The function 
of district meetings is also to discuss tho annual report of the society,, 
suggestions of the board of directors regardir^ surplus distributions... In 
other words, the affairs of the society are first, discussed at. district meetings 
and ..then, at annual meeting of the general assembly.

The general assembly of Stockholm Konsum comprises 124 delegates, who 
include one from each district and six represe*itatives of employees. The assembJf 
elects an j^idministrative Council which corresponds to the Board of Directors 
of small societies. The Admihistrative Council appoints tho Boat'd of Directors 
which consits of the heads of the society's main departments. They are all 
salaries full-time employees and all of them together perform the functions 
of the'general manager of a small, society. The day-to-day maJiagement vests 
in the board while approval of the Administrative Council is necessary on all 
important matters.



Federations:
The general assembly of a consumers' societies' federation is usually aI : ? ..

delegates' meeting. These, delegates are elected at the general meetings of 
each of the member-societies. In order to ensure that representation i's given 
to societies on the basis of equality of memb.ers, one of the following methods 
is adopted, '

i. The' iiu'mber ,o-f del^ates a isociety can send to the general
assembly is based on its membership. This is a strict application 
of the principle of "one man one vote". To avoid the dominance 
of large societies, a limit is often placed on the number of 
dolegates a society is allowed to send.

ii . In'some’cases, the principle of patronage is intrtsduced in
fixing the voting power of the societies. Representation in the 
general assembly is .given on a combined basis;
(a) a certain number 9f delegates on the basis of membership; and
(b) additional delegates depending upon its volume of business 
with the federation.

The parliamentary structure of the Swedish Cooperative Union and V/hoJLesale 
Society (13̂ ) is described below to illustrate the structure of a federal 
organisation.

The area of operations of KF is divided into 24 districts. Each district 
holds a district congress every spring. Every consumer society is entitled to 
send one delegate by virtue of its membership of KF and an additional delegate 
for every 500 members, with the limitation that the number of additional 
delegates shall not-exceed the ratio of one delegate for every 200,000 kr. 
of the society's purchas^es from KF during the previous year.'

The main woi^k of the district congresses are as follow^ ;
■' Vi. The district congresses receive from the delegates their report

of the National Congress,
ii. The district congresses examine the reports of thfeir district

committees concernir^ activities within their dis,trict, and discuss 
matters of cooperative importance for the. district, such as future 
plans of federated bakeries, industrial undertakings, educational 
activities etc. within the district, district committees of 5 to 
7 members each are also elected.



iix. They make a preliminary examination of the annual report and 
proposais of the managing bodies of KF.

iv. They eloct delegates to U-ie forthcoming National Congress of KF.
V . They nominate members to the j»dministrative Council of the KF. 

These- rioirtinations are to be approved by the National Congress.
The number of council members which each district congress is 
entitled to chooso is stated in the elefction procedure of the 
National Congress.

The National Congress which is the general assembly of KF comprises about 
400 delegates. The Congress examines and takes decisions on the report and 
proposals submitted by the Jidministrative Council of KF, decides upon the 
disposal of svirplua and elects three to five auditors. The policy questions 
for the consumers' movement as a whole, particularly those concerni% the 
direction of future development, finance, the workiig harmory of societies, 
cooperative industry etc* are also debated and decided updn at this C oopG rative 

ferliajment.
The jidministrative Council consists of 30 members who include managers 

of local societies and laymen. The Council thus has a diversified experience 
available to it- managers having knowledge of local distribution and p rod u ction  

and the laymen havirg knowledge of the points of view and wishes of consumer 
households.

In order to maintain effective supervision over the Board of “Directors, 
the Council is divided into a number of sub-committees, each exercising 
control over a particular sphere of activities of KF.

The Council meets 10 to 12 times a year. The Board of Directors who-are
full-time employees, possess great freedom of action but it must consult the
council on all major issues such as expansion of KF's area of activity, decisl®’’̂ 
relating to real estate, long-term investment of surplus funds etc.

The above account is illustrative of democratic management in a large 
wholesale federation. It is not necessarily the typical structure for
wholesale federations but it shows the manner in which democratic m a n a g e m e n t

is combined with efficiency of operations.



LIMITED 1 NTjjRiiiST ON CAPlTiU.:

The rolo of ̂ hare capital in a consumei's’ society is different from that 
in a private enterprise. It is not risk capital;,ii5i. a cooperative society 
and the aim is not to declare as large a dividend on share capital as in a 
joint-^stock enterprise. In a consumers' socioty, buyers and owners are the 
same persons and the aim, of the society is to provide goods and services at as low/ 
cost as possible, keeping in view the long*-term needs of developing cooperative 
business. Thus share capital represents savings made available by members to 
the society for busines.s purposes. Share capital is important from the point 
of view of providing the movement with part of own capital which gives it a 
certain, freedom of action. The rule of limited interest ensures that the 
required capital is available to the society at low cost. I

Howcverv, shares differ from other savings made available by members in the 
sense that they make members part owners.

Shares are,treated differently from loan capital, and they arejnot regarded 
in any way a.s risk capital even under strict limitations. This is so since, 
strictly speaking, there are no profits in a cooperative society. If there 
remains a surplus of income over total expenditure, it is on account of the 
deliberate p'licy of overcharging the members.

The principle of limited interest is of considerable importance from the 
point of view of building up "own capital" of societies by allocation of 
surplus to the reserves.!, /Since capital is entitled to limited interest, the 
disposal of surplus, has to be considered in relation to members' interests as 
customers and, owners. Obviously, the buildingjup of capital, if it would go to 
cheapen or improve the quality of goods supplied by .societies, is in the 
long-term interests of members. Members may elect to receive less interest 
than the legal minimum and transfer substantial portions to reserves.

The three-principles viz. democratic management, limited interest on 
capital, and patronage dividend take away from "capital" the tremendous power 
it possesses in joint stock companies. The principle of management based 
on one membe^’ one vote and n t on the size of share capital owned by a person 
divests capital of its control over the enterprise and vests it in consumer 
mianbers. The principle of distributing surplus on the basis of members’ patronage 
ensures that the benefits go not to owners of capital but to members who make 
use of the society. Thus all the three principles are responsible for
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bringing about a form of economic organisation ivrhich is radically different from 
the priv'ate onteJrprise.
DIVID'END ON ^^RCHASBS .

The surplus which arises in a cooperati-v^e business is on account of the 
purchases made by members. In view of this, after allocation is made to 
reserves, depreciatibn, interest on share capital etc* the remainder of the . 
surplus is returned to the members, depending upon thte volume of their purchases
with the cooperative society. In other words,, they receive what they have

i

been overcharged.
Patronage div'’dend ha.s offered an excellent method to consumers' movement 

for bringing nOn-ittembers into codpferative societies and for building up own 
capital. Non-members are allbwed to shop at the cooperative store. The 
consumer society gives non-m^nbers dividend on purchases at the same rate as 
members. In the case of non-members, however, the dividend is not withdtawablei 
Whatever dividend a non-member earns is credited to his account; when it 
reaches the equivalent of the value of one share, the non-member is pursuaded to 
buy one share out of accumulated divid*fend and. become a member, ^his is veiy, 
convenient to people since by simple starting to shop at the cooperative store, 
they accumulate necessary savings for buying a share.' The benefit of shopping 
at the cooperative as against a private shop is also obvious to the non-members.

A policy followed by some cooperative movements is to charge market prices 
and distribute dividend on the basis of members' patronage. Patronage dividend 
is an attraction"for the meaabers to shop with their cooperative store, since, 
members would get a sizable return at the end of the year, Considerable reliance 
is placed on these "divis" in England.' However, in iJvedpn a different policy is 
adopted where the movement pursues an active price policy. The Swedish Movement 
sets lower prices and competes with pr-ivdte enteirprises not only on the basis 
of quality but also of prices. When such an active price policy is pursued, 
members receive the benefit of lower price .immediately and are Content with 
lower dividend. In an active price policy the prices chargeS should be so 
calculated that the member is not^overcharged. Nevertheless, one must take 
into account some margin of risk which has to be included in the surplus, A 
more important purpose of the surplus is the need for capital formation.



PRCMOriON OF EDUCATION;
This rule is of paramount importance whqin or'iinary laambers attempt to run 

their own business. It would be vory unwise for them if they do not equip 
th^selves adequately for the tasks they undertake. Since the cooperative 
institution is a democratic organisation, its successful working depends on 
the knowledge and ability of the members and tha Board of Directors. In view of 
this, considerable attention is given :y'>r:’'where to educating members before 
the formation of societies and carrying on this process after the society is 
organised. Such education is necessary in respect of members, the Board of 
Directors and mployees. 'fhis repponsibil.lty is generally undertaken by the 
cooperative unions in collaboration with ths primary societies. •

The cooperative societies in advanced countries and several countries of the 
Region usually set aside a small percentage of tho'̂ .r profitc for educational 
purposes.
INTBR-CCOPBR^ITIVB RELATI0N3:

Cooperative societies et the primary level havo collaborated among 
themselves to establish federations for providing them connonly required economic, 
technical or educational services. These federations have been established 
on a regional, national and even international basis. Such collaboration 
among cooperatives has helped to achieve for them considerable econoiric power 
and thereby effectiveness in withntanding competition and proviaing services 
to members. In the face of growing competition from private enterprise which 
is establishing giant concerns, cooperatives in advanced countries are 
integrating their activities to an e'/er increasing extent in order to achieve 
greater unity of action a’̂d competitive povor,
' Collaboration among cooperatives should take place not only between the 

primaries and'̂  their federations in any particular rx;onomic activity but also 
among cooperatives of various types by giving support to each other's activities.
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I
INTRODUCTION

1. I am fateful to the organisers of the Inter-Regiorjal Seminar on 
•' Coopers-tive Distribution of Consumer Goods, viz. the ILO, TAO and the
Danish Government for inviting me to speak on the subject "Recent Trends 
and Problems of Consumer Cooperatives in Developing Countries'*.
2. X will start out my talk by making the following reservatiohs:

i. The subject I am going to deal with is very large; hence
the treatment is likely to be somewhat general and broad.
I understand that my talk is expected to present a background 
picture against which more deeper., and penetrating analysis 
will be made by subsequent speakers,

ii. The countries in Asia present a great deal of diversity of 
social and economic conditions as well as with regard to 
consumer cooperative development. Hence, there may be 
valid deviations to the general observations which I would 
make.

iii. Seme of the problems ha'̂  ̂already been mentioned in country 
papers - my task is to put these to-gether.

3. Scope of Talk;
My talk will consist of three main parts. In the first part, I will 

present the situation with regard to the distributive trade which calls 
for efforts for consumer protection (cp.se for consvimer protection). In the 
second part, a brief historical background of the consumers’ movements in 
selected countries of Asia will be presented, and attention will be drawn
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to recent developments. Finally, the major problems faced by the 
consumers’ cooperative movements in Asia will discussed. The realisation 
in actual practice of the great potentiality of consumer cooperatives 
with regard to consumer protection would depend upon how effectively these 
problems will be tackled. In the course of this discussion, some personal 
observations and suggestions will also be made,

II
CASE FCR CONSUMER PROTECTIOi!f

phenomenon •l̂ elevant to our discussion is the very rapid rate 
at which urbanisation is taking place in the developing countries of 
Asia. The growth of towns and cities are responsible for the emergence 
of a fixed income earning groups who have increasingly similar economic 
interests. These groups- could be broadly categorissd as industrial 
workers and the middle class. These groups of people are exposed to a 
new set of problems in their capacity as consumers vis-a-vis their rural 
counterparts. Although the situation is undergoing rapid change, broadly 
speaking, in rural areas, the farm families usually produce most of the 
goods requifed by them, and only a few consumers' articles are bought.
Also, there is a face to face contact between the consumer and the•/
artisan who produces goods for sale in his or the nearby village. Thirdly, 
the producer has to- take .cognizance of the rigid social code in an 
environment dominated by custom. Punishment is swift and effective to 
those v;ho may infringe the code. As against this, there-is greater 
division of labour and specialisation in urban areas, and hence, people 
here are dependent on the trader for procurement of most of the goods 
and services required by them. This new situation exposes the consumers 
to a number of risks, which may be classified under fpur heada,

i. Adulterated goods;
ii. high prices;
iii. competitive advertising^ and
iv. credit buying and other aspects connected with- supply, such 

as unhygienic storage and display, short weights, misleading 
consumer infonnation, etc.
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la casG situation is presented bolow with regard to some of the 

above problems which the consumers in India have to face.

Product Adulterations\
■i*- high degree of adijlteration is practised by the private trade

at several points right from the producer up to the retailer. Prof. Kulkarni,
while' dealing with agricultural marketing, writes that "the proportion of
barley in wheat progressively increased on its journey from the threshing
floor to the market in -Amritsar and the surrounding districts" Another
author states that the ,percentage of foreign matter in wheat ranges from

2
3 .9  in Bombay to 14.11 in Hyderabad. Considerable adulteration t̂ kPs 
place at the producers> level because of high tolerance limits and fixed 
refraction charges. There are not very strict checks at other points also, 
including the retail level, in spite of the existence of food adulteration 
laws in most States in India, either due to inadequacy of legislation or 
laxity in enforcement.

Unfortunately carefully conceived statistics are not available with 
regard to the extent of adultra'oion Two enquires were undertaken 
concerning adultration of foodstuffti in 1937 and 1940 at the instance of 
the Central Advisory Board of Health, -he C'joiffiiittee which made the first 
enquiry concerning two commodities vis. nilk and milk products and edible 
oils, came to the conclxision that "not only is adulteration widespread 
throughout the country but the degree to which it is practised is extremely 
high". These findings were fomd to be subst?:jtially coi-rect in regard to 
other foodstuffs too by the second inquiry in 1940.

Coming nearer to the present times, we find a newspaper report of 
1960 which says that "in Delhi spices are liberally mixed with a large 
content of brown p-owder, yellow laud, sand, .jute fibre and saw dust.

1, Kulkami : Agricultural Harte-ting in India, The Cooperators' Book
Depot, Bombay. 1958, Vol. II p 515.

2 A.I.Quereshi: The Futui*e of the Coop Movement, Oxford University
Press, Madras, p 81.
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According to one sample analysis of adulterated foodstuffs a certain type 
of grass is cut into fine pieces, dried and mixed vith carrovay seeds.
Out of every two samples of milk taken in surprise raids, one was found 
adulterated to the tune of 49̂ . This is also true of milk products. In 
many cases, ice-cream has been adiilterated to the extent of 31̂ . Nor is 
tea spared and lealres and bark of some trees are sold .cut as the to a 
leaves. More saffron is soid in Delhi than is produced in Kashmir, the 
only supplier. A factory manufacturing spurious saffron trcm jute fibre 
and coloured flour xras unearthed in Delhi. A.ccording to an analysis 
report, honey is 4^ mixed with jaggery, gur syrup and other sugars.
Butter is mixed to the tune of 45% with coloured’Vanaspati. Chilli 
powder contains 37% dust".

It was mentioned at the seminar of the consumers' association in 
India hold in 1961 that colouring of turmeric v/ith lead cromate is done 
vfidely in the Calcutta market, since the housewife there prefers to have 
bright jrellow turmeric. Lead cromate howê k)r, is poisonous and harmful 
to health. Another telling instance mentioned at the Seminar was the 
absorption of old bottles by the market a-c high prices which are used to 
sell spurious goods. The commodities which thus finally reach the consumer 
are highly adulterate^ with the result that the consumer is paying much more 
than vjhat he gets in return and the quality of stuff that ,he gets is poor 
and injurious to health.

Rise in Prices;

Another hardship which presses on the consumers seriously is the 
high level of prices.^ The middle classes and the industrial workers have 
suffered considerably on account of the rise in prices 'ever since the 
Second World War. In a survey carried out in Bombay regarding the economic 
conditions of middle class families it was found that nearly 68 per cent 
of the po'ople interviewed were of the view that food pricos' v;ere going up. 
More than three fourths of the people said the same thing about manufactured3goods. In this connection, a rise in prices of consrmors' goods which
3. Indian Statistical Institutes Report on the Siirvey Into the Economic 

Conditions of Middle Class Families in Bombay City, p.28.
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took place in Delhi some time back would show the helpless situation of th© 
town-dwellers. The Government of India decided on July 25, 1961, to upgrade 
Delhi to an "A" class city and this meant some increase in compensatory 
allowances of government servants. But, within a fortnight, states a 
newspaper report, the Government employees "have started realising that 
the upgrading of the city has come as a mixed blessing. They feel that as 
their compensatory allowances have gone up, so have the prices of goods of 
daily use... In the past fortnight, the prices of most of the pulses 
ha-'/G gone up by F,s.5 per maund, of toiJ.et soaps by 2 np per cake, of mustard 
and til oils by Rs.3 a quintal and of wheat by Re .1 to Rs.1.50 per maund.

The level of prices are determined by a number of factors affecting 
the supply and demand of commodities. However, it is a generally accepted 
fact that the number of intermediaries in the trade of agricultural 
commodities are too many which accounts for the considerable price-spread 
existing between the price received by the producer .and the price' paid by the 
consumer. In many cases, the price paid by the consumer does not bear any 
reasondble relationship to the cost of production.

The second factor relevant here is the existence of a sellers’ market 
due to periodic or long-term scarcities of many commodities. This leads to 
hoarding and cornering of goods by traders in anticipation of price rises 
and thus creation of artificial scarcities.

Thirdly, conditions of monopolistic situation enables a few leading 
producers to exploit the consumer. In India the Monopolies Commission 
appointed by the Government of India to sttidy concentration of economic 
power in the country gave its report in 1965.

The Commission defines the degree of concentration as follows on 
the basis of the share of three top producers in the total production of 
a commodity.

High 75% or more
Ifedium More than 60% - less than 75%
Low More than 50% - less than 60%
Nil Less' than 50'̂



The results by various typos of commodities are summarised below;

In the clothing section, low concentration exists in two out of
nine items, viz, woolen wearable fabrics and worsted knitting yara. High 
concentration exists in no item.

In the fuel section out of three items studied, concentration 
is high in two.

Out of 22 items in the household goods (dry goods) section, high 
concentration exists in 12 items.

In the conventional necessarjes. such as matches,' cigarettes, etc. 
high concentration exists in all nine items. However, the situation is 
redeemed because a number of artisans and small producers produce items 
like soap and leather footweari

In the medicines section, high concentration exists in 18 out of
19 items - lOO per cent in 18 and 74 per cent in one. Elsewhere it is
mentioned in the report that out of 97 medicinal products, there was one
producer for as many as 49 items.

Transport goods, out of 23 items, high concentration exists in 19 
items, medium in three and low in one,

Building material out of six items, high concentration exists in 
two items and medium in one.

Miscellaneous section, out of nine items, high concentration 
exists in three and medium in one.

Thus, a study of the 100 items of interest to the ordinary consumer 
reveals that, in 67 items, there is a high concentration of economic power. 
With regard to other consumer products also, the Commission's report 
reveals high degree of concentration of economic power. These commodities 
include automobiles and their ancilliaries, dry batteries, domestic 
refrigerators, electric lamps, instruments connected with medical science, 
sev/ing machines, calculating machinea, safety razors, pressure cookers, 
time pieces and duplicating stencils. High concentration is also to be 
found in several of the production materials, such as nitrogeneous

-6-
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fertilizers, raw materials for the art silk factories, products of the 
several metallurgical, mineral and light mechanical engineering 
industries and industrial machines and tools. The monopoly elements in 
these industries will substantially contribute to raising the price of 
consumer goods in whose manufacture production materials put out by these 
industries are used'.

An Important consequence for the consumer is the high prices which 
industries having monopoly power charge. In this connection, Monopolies 
Commission, India, has the following to say; "Vfe did, however, compare the 
cost of production as supplied by some industrialists with the profits 
made. On such comparisons, we are convinced ttet in certain goods of 
common use, including certain drugs, exhorbitant prices were actually 
charged by producers who are either the sole producers of the goods or who 
accounted for such a large share of the production that there was no 
substantial competition and they acted as price leaders”.
Advertising;

a technique of. disseminating information, advertising undoubtedly 
has an important c'ontribution to make when the consumer is faced with a 
plethora of goods and he has to make a choice between alternative commodities, 
Advertising is also an important tool in an economy based on free enterprise 
where the contact between the producers and the consumers is no longer direct 
and personal as in the past. Thus when we will discuss some of the 
undesirable features of advertising from the point of view of the consumer, 
it is not implied that advertising is unnecessary or totally undesirable,

/Uivertising adds to the selling costs and thus raises the ultimate 
price paid by the consumer. To the extent- that advertising is useful to 
the consumer, this cost is necessary for helping the consumer in making 
his purchases. However, advertising is undertaken by the producers for 
enhancing the sales of commodities produced by them with a view to 
maximising their profits and, the idea of serving the consumer becomes 
in most cases a subsidiary one. The producers undertake advertising 
comparable to the rivals in order to remain themselves in the market. Thus
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much competitive advertising cancels actch otiier out. One economist has 
pointed out in this connectiont "it has the effect of channelling resources 
into its own perpetuation, effects which are not entirely dissimilar from 
those of competitive'arman^nts of the governments". The system of patents, 
trade marks and copy right, sustained by powerful advertising, has led to 
extensive brand differentiation. Advertising expenditure as cost items 
are often exempt from taxation and this has further accelerated the drive 
towards product differentiation through branding of articles. Having 
created brands, widespread and. intensive advertising is carried on to 
carry its message with relentless vigour and skillful techniques \intil 
the consumer is s'o bemused, and as it were hypnotised, that he buys on 
an instinctive reaction to the brand. Further, brand differentiation 
coupled with the discount systems and differing weights of the containers, 
some times in fractions, has rendered rational price comparisons almost 
impossible for the consumer and has left him in a price jungle.

Producers know too well that there are considerable profits to be 
reaped through monopolistic competition i.e. creating an oasis of a 
market for'Sae'̂ selvegiiiere entry by others is made difficult. It does not 
matter to the producer whether such product differentiation is real or 
imaginary as long as the consumer is made to think it is real.

The function of a good deal of advertisement effort is well 
descrited in a recent book Madison Avenue, USA, by an advertising agency
executive in the follov/ing ^̂rords; 'oih* problem is a client comes into
my office and throws two newly minted half-dollars on to my desk and 
says "mine is the one on the left, you prove it's better".'

The main problems created for the cons-umer by advertising may be 
summarised as' folloWs;

i. Advertising in private enterprise is highly competitive and
wasteful. It increaseŝ  costs for the consimers to a degree far higher than
justified by the informative value.

ii. Brand differentiation calls for extensive advertising outlays 
to protect brands from the competing brands. This drive for product
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differontiation - often imaginary - coupled with other sales promotion 
methods e.g. discounts, gift coupons, has left the consumer bewildered 
with regard to pricje comparisons.

iii. Often advertising is directed to hold the attention of the 
consumers and to hypnotise fteni. When it claims exaggerated virtues, is 
misleading or positively harmful through play upon the fear motives, it 
docs groat hann to the consumer.

Credit Buying and Other >lspects;

•̂i-n important factor which enables the private retailers to acquire 
and maintain their hold on consumers is allowing them credit on their 
purchases. Credit buying appears to have become an ingrained habit 
amongst people irrespective of their incomes, and particularly among the 
industrial labour class, -ilso people think that the credit they are 
given is an index of their social prestige. The habits of credit buying 
inevitably lead people into expenditure beyond their means and debts 
which they find very difficult to clear off. This places them into the 
grips of private traders who could talce liberties with quality, prices etc. 
with impunity.

Other aspects of private supply injurious to consumers are short 
weights, unhygienic storage and display of goods by the retailers,
"take it or leave it" type of service etc.

Summing up;

These then are the broad areas in which consumers cooperatives 
can make a useful contribution to the needs and welfare of newly emerging 
groups in the towns and cities. It is of course obvious that consumers’ 
cooperatives alone cannot solve the problems described. The attack on 
these problems will have to be many-sides, through protective legislation, 
proper enforcement of such legislation, development of strong consmers’ 
bodies as watch-dogs of consumers interests, the emergence of a code of 
competitive ethics amongst businessmen, etc. The importance of consumers* 
cooperatives lies (i) in the alternative that they provide to the consumers 
in developing their own supply agencies; (ii) in strengthening legislative
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and other measures, and (iii) in exercising, in general, a healthy effect 
over the operations and practices of private merchants.

Ill
HlSTCEICii-L Bi'̂ CKGROUNP k W  REGENr TRENDS

Ceylon;
From 1912, to 1939, small stores were organised for supplying 

curry .materials and other simple houseliold necessities. In 1939-40 
there wore only 26 stores of this type' with a membership of about 12,500, 
The majority of the stores were organised on the plantations where they 
weire found necessary due to the distance from the towns. The plantations 
ox̂ ners also encouraged their formation by providing facilities, such as 
shop accommodation etc. Historically, the year 1941 makes the great 
divide in the progress of the consumer cooperative movement in Ceylon.
From 1341 until the end of the Second VJorld War, a large number of 
consumer stores were organised as a consequence of scarcities in consumer 
articlos. Efforts were m-̂ de to expand the range of goods and central 
purchasing agencies in the shape of wholesale stores unions wei*e created.
At the apex level the Cooperative Wholesale Establishment was organised 
which vfas intended to be converted into a cooperative organisation but 
has i*emained a government corporation. During the post-war period the 
consumer movement suffered a gradual decline due to several factors viz. 
the renoval of distribution controls, the emergence of competition from the 
private trade, and finally the lack of extensive member education programme. 
In 1956, the Government adopted a policy of forming multi-purpose societies 
all over the country. These, societies and unions were engaged in a variety 
oftaskŝ  such as sale of consumer goods, marketing services, contract work 
paddy milling etc. A significant portion of the activity, however 
continues to be concentrated on the supply of consvmier goods.
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The following table gives statistical position of consumer 
cooporative activity in Ceylon.

Retail ConsiJmgrŝ  Cooperatives - 1965-66.

Typo of Society No. Membership Sales (in million)

Stores Societies 
M.P.C.S.
Retail Depots of Unions

715 ' 
4017 
404
513B

218,095
194,334
600,633

1,013,062

Rs. 75.5 
352.0 
143.6 
570.5

Notfes : 1. No. of consimers attached to the retail points; 7.75 million
i.e. 68.4̂  of the entire population.

2. Total number of retail selling points is -5,109.

An important factor of the consumer cooperative work in Ceylon is the 
great reliance placed by the cooperatives on distribution of rationed 
commodities, especially rice and other commodities channelled by the 
Cooperative Wholesale Establishment which is the sole importing agency in 
Ceylon. Recently the Ceylon Consumers' Cooperative Union has been established 
in order to provide support to the consumer activities of the multi-purpose 
societies and stores societies. .However, in the context of the sole importing 
rights enjoyed by the Clffi and the relatively small'amount of donestic 
production of consuiner articles in the country, the contribution which
this Union could make is yet to be chalked out in practical terms.
India!

The Consumers cooperative movement in India may be divided broadly 
into the following three periods:

i. Pe?riod from 1912 to 1939;
ii. Period from 1939 to 1961 and
iii. The current phase (from 1962 onwards)

Period from 1912 to 1939
The First World War (1914-18) had given an impetus to the organisation 

of consumer cooperative societies on account of the 'shortage of consumer
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goods and rise in the prices of conmiodities. Since 1920, with the formation 
of the Indian National Trade Union Congress (INTUC), the labour -unions 
ha-vG insisted upon the provision of cooperative stores and ‘canteens in 
industrial establishments as a part of the labour welfare schem.es. However, 
during this period, the number of consumer stores organised was rather'small.
Period from 1959 to 1951 :

-U.S in Ceylon, the consumer cooperative movement received a great 
impetus during the Second 'World War period which brought in its train 
scarcities of essential commodities and problems of distribution. In order 
to combat the profiteering of the private traders and to protect the 
consumers against spiralling prices, goiTernment introduced price controls 
on essential commodities and food-rationing and uti.lized the cooperative 
agency for ensuring fair distribution. -Âs part of ‘the policy of controls, 
coopjrative societies v/ere given monopoly of distributing controlled 
commodities in some States, while in others they viere given preferential 
treatment over private traders. A-lso industrial employers, the railways 
and other government establishments encouraged the formation of cooperative 
stores by giving them rent-free accommodation and other facilities. These 
were abnormally favourable conditions for consumer stores and their number 
and turnover showed a phenomenal increase. The same trends continued in 
the post-war period upto 1951-52. The progress made by the consumers* 
movement could be seen from the increase in their number and membership.
The number of stores increased ;from 396 in 1938-39 to 9,757 in 1951-52 
while their membership increased from 43,000 to 1,8 million during the 
same period. The sales turnover of the goods showed an unprecedented 
growth from Rs.5.7 million to about Rs.820 million during this period.
It should, however, be noted that this growth in consumers’ movement was 
not uniformly spread over all the States* Also the progress made by the 
wholeiale stores wa-s slower, and the integral relationship between them 
and the primary stores, excepting in Madras to some extent, still remained 
to be developed. Scarcity conditions continued for a few more years in 
the post war period and practically little or no attention was given 
to the kind of problems that î ight arise with the return to normal times.
Thus when controls on foodgrains and essential commodities were
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gradually removed from 1951-52 onwards, consumers' cooperatives received 
a serious setback.

The Current PHase (From 1962 onwards)

In discussing the current phase of consumers' cooperation in 
India, the main features of three schemes drawn up by the Government 
may be presented.

In november 1962, the Government of India drew up a centrally 
sponsored sqĥ me to organise a network of stores in all important 
cities having a population of 50,000 and above. 200 wholesales and 5,000 
primaries or branches tifere to be organised. Each wholesale would, on 
an average serve 20.primaries/ branches. The organisational pattern 
envisaged was flexible and the wholesales would either operate through 
primary affiliates, or else open their ov/n branches. Where the former 
pattern is operated, there is provision for the wholesales to serve 
the existing primary stores as well in order to bring them within the 
purview of the present scheme. The financial assistance to the wholesales 
would be towards share capital, clean credit, accommodation, purchase 
of trucks, construction of godowns, managarial subsidy, etc. Similarly, 
the primaries will be assisted to the extent of Rs.4,500. A senior officer 
of the state cooperative department along with supporting staff would 
assist the wholesales. The respective government departments vill help 
the v/holesales to ensure speedy supplies of consi:imer goods. Facilities 
for the education of members and training will be provided and a consumer 
management institute has already been set up in the country to give the 
managers of wholesales training in management techniques.

A second scheme, also formulated by the Ministry of Labour of 
the Government of India, relates to the provision of cooperative stores 
for industrial workers. All public and private sector industrial 
undertakings employing more than 250 workers will have a store. The 
employers will provide assistance towards contribution to share capital, 
managerial subsidy and accommodation.- If several workers’ stores need 
a wholesale store of their own, they can create one or else they can draw 
upon the services of an existing wholesale.
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The third scheme relates to the organisation of department stores 

in towns having a population of 200,000 or more; With a few exceptions, 
these stores have a floor area of more than 10,000 sq̂ fti have separate 
departments for food, grocery, toilet, textiles, ready-made garments, 
electrical appliances, medicines etc. The number of such department 
stores in the country as on 30th June 1968 was 56.

Under the centrally sponsored scheme, at the end of 1966-67, there 
were more than 13,000 primary consumer stores and 345 wholesale stores, 
(Under the Labour Ministry's scheme, 2,200 primary stores have been 
organised in industrial undertakings employing at least 300 workers.
360 consumers stores have been organised for the Railway enployees alone). 
Practically all the towns with a'population of 50,000 or more have now 
been covered by the wholesale stores. The membership, sales, share capital 
and the turnover of these stores have been steadily going up. the end
of June 1967, ,the figures ^̂fere as follows:

Membership -670,000
Share capital ' h. 72 million
Sale of consumer
goods. 1,740 million

For the department stores the sales were of the order of Ps.llO million.

In order to support this network of consumers cooperative stores,
State cooperative consumers federations have been organised in 14 States,
which in their turn have set up a National Consumers Cooperative Federation.
The State Federations have been taking up, among other things, procurement
of and distribution of farm products, like pulses and spices, and
distribution of scarce items such as tyres, baby food, etc. The National
Federation purchases textiles from the textile mills within the country and
imports consumer articles such as dry-fruits, books, rubber contraceptives
etc, -iV significant feature of the work of the consumer federations is the
direct purchasing arrangements they have worked out with the manufacturers.
These arrangements relate to edible oils, baby foods, cycle tyres and tubes,
electric bulbs, hurricane-lanterns, soaps and matches, kerosine oil, drugS

\
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and medicines and several other commodities. The maniifacturers will 
Supply the commodities to the Cooperatives on a priority basis. These 
supplies will be sent to the stores directly and at prices as charged 
at the first point of distribution. For scarce commodities like tyres and 
tubes, the industry has earmarked 10 per cent of the replacement sales 
for Supply to cooperatives and in some cases this percentage is being 
doubled. It has.been possible 'to work out some of these arrangements 
with the manufacturers with the active assistance provided by the government. 
The Central Government has also a scheme of guaranteeing the working capital 
accommodation provided by banks to wholesale consumer cooperatives. The 
guarantee will be limited to 25 per cent of the amount of all secured 
loans and advances made by banks to consmer cooperatives. 77 societies 
have obtained working capital to the extent of nearly Rs.llO million.

Thailand;
The emergence of consumer cooperatives in the remaining three 

countries to be dealt with in this paper, viz. Thailand, Malaysia and 
Pakistan, was also on account of the scarcity conditions and the need for 
equitable distribution of consumer requirements, during the Second World 
War and the poSt-war periods. In Thailand, the Government had sponsored 
both institutional and open consumer cooperative societies. A cooperative 
promotion fund was created 'by the Government for the purpose of giving 
a low interest loan at 2 per cent per annum, the repayment period 
being 3 to 5 years. Preferential treatment was given to cooperatives for 
distribution of certain goods sue:: as tobacco, local whisky, sugar etc.
In 1965 th4 position of the cî nsumer cooperatives was as follows:

No,of consumer cooperatives 109
Membership 95,600
Sale's 160 million Bahts.
In 1940, the cooperative wholesale society of Thailand was 

established. It has now a nembership of 86 consumer cooperatives with 
a share capital of 156,000 bahts. The society was given a loan from 
the Government of about 5 million bahts at the start of its operations.
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Malaysia;

In I'lalaysia there are four types of cooperative stores.
i. Stores in Urban Areas
ii. Shops in Kampongs or rural Areas; The emphasis in these

shops is on commodities inquired by the people living in 
the rural areas.

iii. Shops'in new villagest These were primarily started during
the emergo-ncy as a result of regrouping of families living 
around the fringes of jungles and to alienate them from the 
influence of rebellious communists,

iv. Institutional Stores: These were established parly because
of the emergence and partly for the convenience of the 
workers on plantations and mines. In general these stores 
worked well, on account of the interest taken by the 
employers in terms of providing managerial and financial 
assistance, and the adjustment of the dues of the members' 
from their salaries on account of credit sales.

During 1946-50, the Government decided to give greater support 
to the consmers moveijient to check the rising cost of living, in the 
form of provision^ for building, management personnel and other 
advantages. Hence, in this period a total of about 250 retail societies 
were registered. In 1949, the Malaysian Wholesale was established with 
an initial capital of Malaysian $ 3,500. The Government also guaranteed 
the overdraft facility given by a local bank to the MOWS. The overdraft
varied from M $ 35,000 to M $ 1 million. Also salaries of the General
Manager and the Assistant General Manager were paid out of the Government
fund. In 1952, the Government gave the MCVS a loan of M $ 1.7 million
at a low rate of interest of 3 per cent per annum. With this new fund, 
the activities of the MOWS further extended and goods were supplied to 
all retail societies on credit. During the period of scarcity, the 
business of the MOWS as. also the retail societies flourished quite well.
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However, as in other countries, vhen the supply position of consvimer 
goods improved, the societies ran into difficulties as the members shifted 
their patronage to private traders, and the retail societies v/ere unable 
to recover from members their dues on account of credit sales. This in 
turn adversely affected the MOWS which found it difficult to recover the 
credits granted to the primary, societies. In 1954 itself, at least

200,000. were v/ritten off as bad debts. Also several societies had to 
be liquidated.

It became therefore necessary to reorganise the general activities 
of the MCtB. After independence,the Malaysian government had started 
opening up -vast strips of virgin land for the planting of rubber and oil 
palm, tmder the direction of the Federal Land Development Authority (FIDA). 
The MGVB was asked to operate a retail shop to supply the requirements of 
settlers on a new estate. The experiment of ininning three such retail 
shops was successful and as a result the scheme was expanded. .By 1963, 
th3 \>{holesale Society had ooened 45 such iretail shops. On account of 
the further grant of a loan of .500,000 at 4-|- per cent per annum and the 
direct management of the shops by the MOWS, position of the MOWS improved 
considerably. The scheme, however, envisages that the'retail shops will 
be ultimately converted into individual cooperatives run by the members 
themselves. Looking at the previous experiences, it is not certain if such 
a step would be a sound one,

Pakistan;
In Pakistan the consumers cooperatives were started after the country 

achieved independence to fill the vacuum left behind by the migration of 
most of the traders who opted to settle in India. During 1965-66, the 
statistical position of con{3umer sociaties in Vfest Pakistan was as follows; 

Num\>er of consuner societies 527
Membership 65,000
forking capital Bs. 6,8 million
Sales 10.6 million
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Recently a Conmiittee was set up to study the situation of consumer 
cooperatives and to examine the setting up of a Provincial Consumer 
Cooperative orga isation. As a result of the report of this Committee, 
the West Pakistan Consumers Cooperative Society has been organised with 
the assistance of the Cooperative Institute of Management which is a 
project assisted by the Royal Danish Government. The purpose of the 
project is to create an apex organisation to act as a wholeale for the 
retail societies. It will also coordinate the activities of the existing 
societies in respect of procurement, assortment of stocks, pricing policy, 
sales promotion, accountancy and staff training* Alongside it will run its 
own retail shops so as to be an operative factor in stabilising prices 
and improving qualities.

This society will operate, as a combined wholesale-cum-retail society 
to which some cooperative processing and manufacturing units will also be 
affiliated. For the time being the society will operate six retail outlets 
in Lahore. It is also expected that the existing cooperative retail 
societies within a radius of 100 miles of Lahore will be affiliated to this 
Project. The project is assisted by an Idviscsr made available by the Royal 
Danish Government and it is expected that two more experts will be made 
available for arranging technical training of staff.

Summing up:
j To Siam up, firstly, it may be stated that the consumer cooperative
'movements in the countries reviewed above, were initiated to coimteract 
the problems created by scarcity conditions, such as hoarding and cornering 
of stocks, rising prices, deterioration in quality of goods supplied by 
the private trader.- Se-condly, the Governments had taken an active part 
in sponsoring and providing various types of assistance to consumer 
cooperatives as part of its policy to mitigate the hardships for those 
sections of the population whose incomes were limited. The contribution 
made by the cooperatives during this period in almost all the countries 
has been significant in arranging equitable distribution of scarce 
commodities and in preventing very severe price increases. Thirdly, 
in almost all the coimtries of the Region, a large number of stores
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suffered losses and many had to be wound up with the improvement in the 
supply position and the emergence of competition from the private traders. 
Fburthly, some new experiments have als o'been initiated-in respect of 
large scale operations in several covmtries viz., Ceylon, India, Pakistan, 
and Malaysia. Finally, it may be stated that the consumer cooperative 
'movements in the Region are not jret a dynamic force, but rather a 
scattered numb<3r of societies which have loosely joined together into an 
apex cooperative organisation, -f*. great nvunber of problems will have to 
be tackled before the consumer cooperative movements woiild be able to 
make a dent in the dist!ribution system and could establish themselves 
as organisations capable of managing their affairs, under normal times 
and without a great deal of government support,

W
PRCBIEI^

The problem of the consumer cooperative movements in the Region 
could be broadly categorised under the following heads:

i. Member apathy and lack of leadership development
ii. organisational-
iii. operational; and
iv. lack of adequate capital.

1. Member ̂ .pathy and leadership development;
In almost all the countries of the Region consumer organisations 

have to contend with a membership which is apathetic and does not provide 
the needed support to the cooperatives in terms of purchases and 
contribution to the capital. On account of the active involvement of the 
Governments in sporisoring and even running cooperative organisations, 
members te'nd to believe that the cooperative organisation is a government 
outfit and that they have no substantial stake in it. Large-scale 
failures which the consumer cooperatives experienced with the improvement 
in the supply sltuaj:ion could be attributed to the fact that substantial
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number of meiabers transferred their purchases from the cooperatives to 
the private traders. It is also evident that a great majority of 
societies -functioned as mere distributidn depots of controlled commodities 
made available by the government. The societies lacked leadership who 
could have consolidated the financial position of the societies and built 
up member loyalty during such abnormally favourable conditions. Any 
private trader-of some common sense would have done this as an insurance 
against possible difficult times in future. Further, foi* want o-f competent 
leadership, by and large, no attempts were made to adopt new policies and 
business tactics to meet the challenge of open competition.

The reason for continued large-scale member apathy and lack of 
sufficient leadership development could be attributed to the relative 
neglect of education of members and board members. The approach adopted 
by the government in organising the stores was itself often very hurried 
and did not allow for adequate preparations by way of cooperative education 
of members. This has been the repeated experience even within the same country. 
For example, in India consumer cooperative organisations were registered 
in large numbers during the period of the Second World War, Similarly, 
again to prevent price rises in the viake of the Chinese aggression and 
the devaluation of the Indian rupee, wholesale stores in almost all the 
towns and cities in India having over 50,000 population have been rushed 
through in a period of five years. Big department stores have also been 
set up and put into operation sometimes within a period of a couple of 
months or even less. This deficiency in member education is seldom 
made good even at later stages. In view of these experiences, it cannot 
be too strongly emphasised that adequate provision for member education 
should be made an integral part of any scheme of cooperative development.

Some arrangements for member education do exist in several countries/
of the Region. There are cooperative unions or federations carrying on 
cooperative publicity and education work. Howê ver, their connections with 
the business federations' are rather thin and in view of this, the member 
education work carried out by them barely goes beyond disseminating the 
knowledge about cooperative principles, cooperative legislation, and
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cooperati-ve bye-laws.. Business questions which the members may often 
have remain unanswered. A-lso the education work is not ^ared to stimulate 
the business of the societies or to build up capital for business expansion. 
Another weakness in the filed of member education is the lack of almost 
total interest in member e'ducation work on the part of the primary societies. 
The local societies and sometimes even the business federations, usually 
regard member educatim as the exclusive preserve of the Unions and hence 
do not lend active support to unions in the member education programmes. 
Thirdly, member education work is carried out sometimes through organisation 
of short duration courses or camps or exhibition of cooperative films off 
and on. It is not conceived as a continuous process and not sufficient 
attempts are made to find out new and more effective methods of member 
education.

2. Organisational
i. The small :?±ze of the societies and shops;
Barring some exceptions and especially the development of wholesale 

stores with branches and the department stores in India, the size of the 
consumer cooperative societies in most countries of the region is rather 
small. It is assiomed as an ideological piremise that a greater degree of 
member loyalty will be ensured in small societies on account of mutual 
knowledge among members and greater share in management for them. This 
belief, however, has not been substantiated by actual results, as was 
evidenced by the debacle of the consumer cooperative stores, once the 
period of scarcity was over and preferential treatment w6s withdrawn by 
the government. On the other hand, small economic societies siiffer from 
a number of t>roblems such as small finances, inability to employ 
competent staff and lack of economic power to co-unteract malpractices 
of the private trader. The private retailer with whom the stores compete 
are also small outfits. However, the private retailer has low overheads 
as he usually manages with family labour and maintains rudimentary accounts.



-22-

Ths retailer can also indulge in adulteration and avoid payment of 
sales tax, keep his shop open beyond the hours prescribed by the shops 
and establishments acts, and make good his small mark-ups through these 
and other ways.

It is therefore, essential for a cooperative society that the 
overheads are spread over a large turnover so as to achieve a smaller 
proportion of overhead costs per unit of sale. A larger society which is 
economic in size and vrhich may have several branches (shops) of econcmic 
size would have the follov;ing economic advantages,

i. Large-Scale purchases and the consequent reduction in purchase 
prices, reduced costs of transport, storing and handling charges. A 
central godown to be in charge of prepacking of goods will ensure better 
packing and uniform standard quality goods for all branches.
ii. A. society with several branches can offer better service to its 
customers, by well-developed layouts and fixtures and a smooth work 
organisation in the shops, which would be centrally planned and supervised.
iil. A systeL. centraliea-̂  .3 -̂c-ji:its ol̂ flce work ensures accurate
and up-to-date figures for the mâ 'igenent, oesides reducing costs of
book-keeping, control and other administrati'Te duties,

iv, larger business gives quicker rotation of the working capital,
within a certain period, which means lower capital expenses,

V. Finally, branch societies oan efford to have on their staff,
highly skilled and specialised officers. Wider opportunities for promotion 
of staff will naturally attract better staff even in lower grades. The 
society is also able to give sufficient staff training.

However,-for proper working of a larger society, the following 
pre-conditions must be fulfilled,

a. A proper parliamentary framework with representative 
^democracy5

b* Proper planning with regard to various economic matters such as, 
fiildijQg proper location, arrs.'aging efficient purchasing, 
storage, and transport, and proper budgeting:
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c. Finding highly skilled and specialised staff competent 

enough to manage large-sc^le operations, and
d. Finding adequate capital either through initial government 

support or from the members themselves through the support 
of trade unions etc.

Although it is too early to draw any firm conclusions, recent 
experiments in India so far have some encouraging results to offer. The 
Department stores- in India have followed an active price policy and it is 
felt that the prices charged by these department stores are at least
3 to 5 per cent lower than the market price. Although the department 
stores at present are responsible for only a small portion of the retail 
trade in the cities where they operate, they have made their effect 
felt on the price level of retail goods. Secondly, layout of goods in 
the department stores and in wholesales with branches is attractive.
They have introduced cleaning of pulses and spices etc and prapacking 
of these goods which has resulted in, from the point of view of the 
■customar, in saving purchasing time for him, in giving him better quality 
and correct weights. The pre-packed goods are often price-marked, which 
makes it possible for the customer to compare various qualities without 
spending too much time. Thus, these new large-sized department stores 
have set a. new trend in retailing of consumer goods which the private 
trade is trying to emulate.

ii. Loose relationship between the primaries and the apex 
organisations

It has been Lwted in the earlier section that in several countries 
national cooperative wholesale organisations have been set up. However, 
these organisations have not become the powerful leaders welding the 
various affiliated societies into an integrated movement. The relationship 
has beeli rather loose and there are complaints from the primaries that the 
services provided by the wholesales have not been adequate or efficient.
On the other hand, the wholesales ccmplain of lack of loyalty and support 
both in terms of purchases as well as contributions to capital etc. from
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the primaries. The reasons for this loose relationship may be listed 
as follows;
1 . Sentiments of attachment of local people to jirimary societies 
may be an impediment to centralisation of certain functions in the 
interest of business efficiency. Persons of responsibility in local 
organisations rday find their social status diminished as a result of 
horizontal or vertical integration (vested interests).

I
2.- Present leaders and members do not fully appreciate the advantages 
of integration and, may, therefore, not give the needed support to 
federal bodies.

3. Lack of adequate capital may prevent effective integration taking 
place between the federal body and the constituent units,

4. t)n account of lack of .planning, the federal bodies may not be able 
to find out significant areas of activities which they could develop on
a centralised basis arid thus provide effective services.

5. Lack of availability of skilled managerial and other personnel
may impair the efficiency of federal organisations where the cariplexity
of business is much greater.

This is an intricate problem, requiring concerted effort both on the
part of the primaries, and wholesales based on the xmderstanding through
frequent discussions and adjustments .of views in the light of changing 
conditions. The plan of collaborative effort should-not be uniform and 
rigid but should also take into account requirements of societies with 
differir^ sizes, membership demands etc. For example, very large societies 
should be allowed to buy their own requirements if they find it advantageous. 
Through mutual agreement the primaries and the wholesales should work out 
the mutual obligations ̂ nd tJien tl.sse '.’̂ligations should be faithfully 
carried out. It would also be of utmost importance to ensure that the 
central ‘organisations have staff of a calibre which can carry out the 
various tasks of the central organisation effectively and to the satisfaction 
of the primaries. The services which the central wholesale could render



woiild include centralised purchasing, establisLnent of regional 
warehouses, providing consultancy services to tHe affiliates with 
regard to shop location, shop layouts, assortment of goods, pricing 
policies, stock control and leakages etc., developing centralised 
accounting and providing training arrangements undertaking processing 
and production. For the efficient performance of these centralised
services, it jnay be repeated, the fulfilment of the following
conditions is essential.

i. Efficient management (including proper leadership of 
lay directors and skilled managerial personnel),

ii. sufficient capital,
iii. careful planning, and
iv. cooperation among retail societies.

iii. Lack of proper delegation of powers;
There does not exist-proper demarcation of responsibilities between 

the board of directors and the manager. This problem has many serious 
consequences (with regard to efficient mmning of a business unit). This 
question will be dealt with by me in another talk in greater detail,
3. Operational Problems;

The various problems mentioned earlier have their consequences in 
the operations of consumer societies. L brief discussion about these 
problems is given in the following pages.

a. Lack of Planning
There is a general lack of planning either short-term or long-term 

in most of the consumer cooperative societies as evidenced by the general 
lack of detailed budgets with regard to purchases, sales, personnel and 
capital. In the absence of such forecasta, the "control" function cannot 
be adequately performed by the Board of Directors, since they have 
no criteria against which the results could be judged. The financial 
statements that may be prepared for the board, therefore, usually serve 
the purpose of providing information rather "review and control".

-25-
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b. Accounting System

The accounting for dynamic management system does not provide the 
management with the typos of st̂ itistics and information which could enable 
it to exercise proper control. The accounting system needs to be improved 
so as to enable the Board perform thif? function and assit it in carrying 
out dynamic management. Also substantial exporiditure is made on the 
maintenance of accounts. There are possibilities of cutting down these 
costs.

c. Retailing practices
The small consumer societies which predominate•in the region, 

function very much like the private trader. In many of these societies, the 
layout and display of goods, the conception of service to the customer 
and other retailing techniques adopted in general are of a traditional 
nature. The kind of attractive shops with great attention on customer 
convenience and comfort, as one finds in advanced countries,' is generally 
unknown in most develpping co-untries. It is only recently that an attempt 
is made to introduce modern retailing techniques in bigger consumer 
societies. Reference has already been made to the developments initiated 
by the department stores in India; also similar experiences in bigger 
societies are available in Ceylon, Pakistan and Thailand. The new 
retailing techniques to be introduced should include providing adequate 
floor area in the shops with proper layout of goods, facilitating easy 
movement of customers, obtaining right type of fixtures and shopping 
equip: ents, attractive display &-I goû r,, repacking, price-marking of 
goods, providing consumer information and even experimenting with self- 
service ,

d. Stock Control System
Tho stock control system n^eds to be improved so as to keep 

the value of stock-in-trade within the economic limits. Usually very high 
percentage of leakagê  are prev?.lent in the stores.

e. Clearance of ol̂  goods and slow-moving t̂r’ticles
Stocking of old goods and slow-mcving articles for long periods is 

found in many societies. The jle?rance of ,ld stocks and slow-moying
articles is rathor reluctantly done and thon too late.



f« Credit Trading;
There is widespread prevalence of selling on credit by consumer 

stores to the members in almost all countries in the Region. The practice 
of credit trading works satisfactorily in institutional stores where the 
employers agree to deduct the dues of the societies from the pay sheets 
of the employees. However, in open stores the practice of credit trading 
leads to disastrous consequences. First of all, the members may feel that 
the society is not treating all the members equally since the crddit limit 
allowance to the members will vary according to their economic status. 
Secondly,' the book-keeping becomes complicated and the operational costs 
of the society go up. Thirdly, the already scarce capital which the 
societies have, gets locked up in advancing credit to members and cannot 
be utilised for the development of business. Finally, the recovery of 
dues is not always regular and leads to ovardues and bad debts. The 
failure in recoveries has quite often led many stores into suspension of 
the?r activities or into liquidation. This phenomenon was most strikingly 
demonstrated in Malaysia where the entire business, .as reported earlier, 
was built up on the basis of credit from the wholesale to the primaries 
and from the primaries to the members which was sustained by a government 
guarantee for overdrafts and a low-interest government loan. It is reported 
that in 1954 about M| 200,000 had to be written off as bad debts and about 
8 societies ■went into liquidation.

4. Capital;
The lack of adequate capital in the case of consumer cooperatives 

has been a serious bottleneck in their development. There are several 
reasons for inadequate capital with the consumer societies. These may be 
listed as follows:
4.1 Small size of membership.
4.2 Small si?e of the turnover and -Surplus which in turn makes it not 
possible to plough back substantial amounts of money into i>eserve fund.
4.3 Other techniques of raising capital from members used in the 
advanced countries have not been exploited. In this regard the retention 
of a part of the patronage dividend either into long-term fixed deposits 
for members or for building up a revolving fund may be mentioned. Also 
the societies have followed a rather passive policy with regard to member­
ship expansion. There is a general belief that it is ideologically wrong
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-28-
for the consumer cooperatj.ve movement to trade with non-members. While 
theoretically it is true that the cooperatives do not vant to make gains 
by trading with non-members, the consumer cooperatives could follow a 
dynamic membership policy. Non-members could be allowed to shop at the 
cooperatives and they may be given the same patronage dividend as members. 
Patronage dividend in the case of non-members shoiild however be made 
non-withdrawabie and should be accumulated for purposes of giving shares 
to non-members an& enrolling them as members.

4.4 The external sources of finance in the case of consimei- stores 
have comprised government assistance and loans from banking .institutions. 
While government assistance in the form of low interest could be useful 
in enabling the societies to start their business, there should be 
definite plans of building up own funds so as to develop greater self- 
reliance and independence of action. It. is also possible that changes in 
political parties holding power and consequent shifts in government 
policies may leave the. societies sometimes in vary difficult situations.

Regarding loans from banks, the experience dn India has been that 
cooperative banks are reluctant to advance loans to consumer societies since 
they do not have enough confidence in the management, In a few States 
where loans are granted cooperative banks grant them clean cash credit 
loai%s not exceeding the value of stock-in-trade of the society and they 
maintain a strict watch on the stock position. In view of this, it has 
become necessary for government to give guarantees to the barring institutipns 
to jnable cooperatives to obtain loans for working capital requirements,
Exi' Tiples of Malaysia and India were already mentioned in the earlier 
section.

To sum up, the main directions in which the consumer cooperatives 
shovild develop through ̂solving the varioixs problems mentioned above 
would appear to be tho development of large-sized societies with several 
shops; the establishment of economic size of shops; the development of 
modem retailing techniques; developing proper planning, budgeting and 
control measures; strengthening the' organisational set-up by developing
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reciprocal relation^ of a sustainad nature between the central 
organisations and the primaries, developing proper financial 
policies so as to build up adequaxe capital for the efficient 
performance of’ the economic functions and finally, developing 
systematic and sustained education and training programmes for 
members and employees.

^s/2.Xl.68
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1, The purposes and the functions of management control are ve:^ 
allusively illustrated•if compared to the driving of a motor car. The manner 
of thinking, the methods of preparation and the execution of the job of 
drv’ing can point by point bo conferred with the job of controlling a business' 
enterprise in such manner that the right decisions are made at the right time. 
Before the driver seats himself behind the steering wheel of a motor-car, he 
must first of all have decided or been told where he has to drive the car; 
when the destination has been fixed he must decide which road will be the best 
onê  to fake. This compares very well with the definition of goals of business 
by the managing committee or by the top management of an enterprise -^d to the 
master budget, short time and long time forecasts, which in large-scale 
business units must be set up in order to have some internal standards to 
check by,

2. A prudent driver does not start out on a tour before he has made
a number of checkings to see whether the machine and other parts of the 
vehicle are in such a state that he is likely to reach the destination safely 
with his passengers and his load in good condition; he will open up and check 
the radiator for water, he will see that the rubber hoses are not rotten and 
likely to break, that the fan belt is in no need of replacement, he will check 
the engine 'oil and the brake fluid, and if he is a very conscientious man, he 
will not hesitate to lie down under the car, not ninding- soiling his clothes, 
to inspect steering,front suspension, gear box oil and other checkpoints; he
may take the car to a service station in order to have an outside expert make
all these preparations. These preparations directly comparable to what a wise’ 
manager will.want to do and what a'new manager should be given instructions
to do before .he takes over the job of managing a large-scale cooperative consumer
enterprise as now existing in several Asian countries.



5. The incoming new manager ought not to assume ’ is executive duties until 
he has satisfied liimself that the asset values in the balance sheet or trial 
balance on the day of taking charge are genuine. He should be in a position 
to request physical verification of stock-in-trade, if not in all branches 
then in some, to probe the value of the physical stock behind the branch 
liability balances; he should check that the cash in hand and the cash in banks 
are actually physically present, tallying with tho book balances; he should 
be in a position to demand an external check on all debtors' accounts by hav­
ing them verified either by the debtors' personal signatures, in his presence, 
which can be done in the case of employee deb.tors, and he should demand state­
ments from outside debtors in which they confirla that they owe the balance 
shown in the records} he should check either by probes or by complete physical 
inventory the balance shown as furniture and equipment, and if it has not al­
ready been done insist that all iteae of furniture and equipment are marked 
with numbers and ownership initials, so that he'becomes sure that there is no 
inflation in this asset. He should demand a complete check with the creditors 
(most of them suppliers) getting their confirmation of balances as of the 
latest date possible so that he is sure that the creditors' accovints, those 
showing advances paid as.well as those showing balance due by the society are 
correct} he should extend this control even to accounts which show zerô  balances 
in the books, but where the,trader concerned has done business with the* society 
during, the p'as't 12 months.

4. The new manager must also study, when taking over' his post, the 
procediires of the enterprise with two purposes, in the first place he must 
satisfy himseif-that theŝ  procedures are reasonably efficient.and secondly
he must satisfy himself that the system of recording the business transactions 
is set up to supply â l the information necessary to warn of, ri^s of losses' 
and to signal when the business operations, are deviating from the eat course.

5. Observations from the field have often shown that such pre-determina­
tion of goals, plotting of the course, checkijig of the machinery and pre-control 
of its working are not usually made when an outgoing manager hands over to his 
successor?}the result is that the liew manager may find himself facing a lot of 
difficulties for which he feels that he has no responsibility, and for which 
the managing committee will hardly be able to make him responsible* It seems 
nec«ssaiy to frame clSar rules on the take-over procedure in the large-scale 
consumer cooperatives, either formulated by the Government Coop. Department,
by the local managing committee or by both. If such rules are not framed 
and followed,, the responsi,bility for management is diluted} the concept of 
management rasponsibility must b e .taken much more seriously than seems to be the 
case today-} it is, in a way, rather ridiculous that large-scale cdoperative 
business units can clange their executive head 7/ithout the outgoing chief 
being made to answer for the condition of the organisation and its machinery, 
and with new 'chief taking over without knowing the true state of affairs he 
is going to lead. It is rather queer to contrast this absence of a transfer 
procedure in the top management with’ the termination of the service of a 
branch salesman and the initiation of his successor} such take-over is subject 
to very elaborate checking, a minute process of stock-taking, fixation of res­
ponsibility, recovery of deficits from the old salesman (if possible) and a



clear transfer of a balance of liability to the new enployee, all attested 
with signed documents or signatures in the records. The idea and practice 
behind a transfer of a top nanagenent executive ought to be exactly the same 
as in the case of .a transfer of a branch salesiaan; the outgoing man ought 
to be made to answer for his conduct of business and his custodianship of the 
society's finances and the new manager o-û ht to be made quate clear, or made 
himself quite clear, about the situation from where he has to start.

6. Reverting to the illustration of the autoiJiobile, it is well known 
that during driving the chauffeur is guided by external checks, with the mile 
or kilometer stbnes along road, by place names and by landmarks known to him.
In the sape manner, the manager of a business enterprise keeps himself informed 
about the development of the business by checking volme, costs, income, pro­
fit, cash flow, recoveries of debts and other aspects of position and perfor- 
mnce by external standards. Is such checking possible for a large consumer 
cooperative enterprise? The answer seems to be that cooperative business 
statistics in most countries of Asia is still on an embryonic stage. It has 
not even been bom. As cooperative business is being concentrated and developed 
in large units it becomes more and more important that the apex organisations 
.employ, experts on b.usiness statistics who can work out reliable and useful 
ratios for mamgenent of finance and management of business operations, in , 
consumer cooperatives. There are consumer movements in Europe where committee 
members and personnel, even junior employees, are fully aware of their 
societies' financial position measured by standards set in practice as 
averages for the pne-third of the existing societies with the best financial 
position. In some consumer movements it has also for many years been the 
practice to classify costs, and tq4ork out standards for the various groups
of costs, so that the managers can compare and see whether their pwn societies 
are working above-or below the cost standards. It seems to be the time 
now when every apex organisation should work seriously as a "Bureau of Standard^" 
engaging' business statistics experts as well as people with wide practical 
experierice to,work out standards of finance and operational perforaiance, so 
that it can be discerned whether a particular society has been managed 
excellently, well, fairly, poorlj’’ 6r very poorly, the last meaning that 
it has not begn managed at all.

7. During his driving the person behind the steering wheel will 
k.eep an eye not only on, the road in front of him so that he is sure that he 
is on the right coarse towards his destination, but he also casts a glance 
off and on at the control panel so that he sees all the time that none of the 
instruments warns of an approaching risk of engine stop or breakdown; he 
must check the fuel indicator and decide when and where to re-fuel; he must 
see that the thermometer hand showing the heat of the motor is in the green, 
he must note how the instrument or the signal lamp for the voltage and battery 
charging behave and, at the same time, he must adjust ventilation valves
and other instruments having a bearing upon thp wpll-being of his passengers.
In the same manner, the manag’er of a business enterprise must check his 
financial position rogularly with a pre-determined cash-flow statement in 
order not to be caught by any surprise, as for instance lacking the financial



cleans for seasonal b'uying and other similar situations} he must check 
with the annual hudget T7hether his business volume and' its components are 
not deviating d.o-wnT7ards from the forecasts, and he must take warning from the 
Monthly Operational Report of poor perforannce by branches or departments 
so that he can take timely action to prevent irreparable and serious 
losses.

8. Have the top managers* in actual practice, got instruments of 
the same character as ,the driver of an automobile has got to guide and warn 
him? Have they got-realistic and detailed budgets well built up to give 
fiJm interior control? Have they got cash-flow statements to help then 
foresee and meeo financial emergencies? Have they got operational reports 
showing' the gross profit and all expenses and net results of each retail 
branch and e.ach' oper0,tional department within tlie enterprise? Are they 
getting periodical statemefits showing the recoveries in debtors' accounts 
and warning against, the deteriô 'ation of claims into bad debts? Are they 
making a sufficient- number of surprise checks on cash, on stock-in-trade, on 
furniture and other similar assets to satisfy themselves that they are without 
shortages or that shortages are within 'bounds? Are they obtaining statements 
showing whether the sales by group of ■commodities' is up 'to good standards of 
stock-turn? Is- a report on sales intensity rates prepared every month to 
help discerning -whether the work load per sale^erson indicates full utilisa­
tion of the s'taff?

9. Observations show that such management instruments ard, generally, 
not produced. It is sometimes asked whette r they are really necessary. It 
is the contention of the author' that control instruments for the areas ̂ named 
above are absolutely ihdispensible to good management when the volume of 
business rises Up to the sizfe now found in the large consumer societies in 
India, Ceylon, Hong Kong, Japan and' perhaps in a few other c.otuatries. But 
how are such controls to be produced in a clear and simple manner which 
does 'not raise costs of administration which are' already tbo high compared 
to the margin, within which the consumer stores have- to break even?

10. It is not the intention, in this paper, to detail the methods 
of building up a budget and a cash flow statement. Adequate answers to 
questions on tuQ production of 'these instruments of contii can easily be 
fo^d in the literature on business managemeht, where the writing of budgets, 
the production of breajc-even charts, -and the ensuing budgetary control is a 
large sub-discipline. On the basis of some observations made during 1967
in a large urban' consvuner storey some guidance can be offered on a system 
leading to the production of management instruments in an enterprise having 
a yearly turnover of Cu. 4*5 through one head office, on'5 central godown, 
one textiles branch ap.d' fourteen branches for food and general merchandise.
The problem facing the, consultants who were called in to reorganise the 
accounting and reporting systems was that they found the procedures used 
in the past and the .position on the "day their work was started at a low 
level} one bank acccunt had at that' tine (in March 196?) not been r e c o n c i l e d  
for several months; when it was done it was. found that several cheques had



■been passed through the day book and general ledger twice and for 
several cancelled cheques no reverse entries had heen made. These mistakes 
and omissions had not been noticed by the internal continuous audit but would 
have been detected if regular continuous reconciliation had faken place 
or if surprise checks had been made as discussed in another paper of this 
Seminar. A second bank account had, not been reconciled since it was opened 
about 4-̂ years back in. time and it was an extremely time-consoiaing job to 
have it done. There-were many other examples of mistakes and.neglectsj the 
shortcomings in the recording practice were so serious that the manager, if 
he relied upon information from the records, would be led completely astrayj 
this is mentioned not to hurt anybody by any cheep attitude of superiority, 
but simply to say that it is an enormous time consuming job to clear a start­
ing ground for managerial accountancy and reporting in the circumstances as 
those found in the particular consumer store mentioned.

11. It shall not be related in detail how the work of clearing such 
a starting ground did finally succeed. It was due to good cooperation between 
all concerned and to the willingness to work hard by everybody involved in the 
project. The reorganisation which was then started comprised the introduction 
of new blanket vouchers for reporting the daily sales by the branches, the 
introduction of one blanket voucher for total daily sales analysed by sales 
tax categories, the striking of a daily stock liability balance by each indi­
vidual branch salesman as his control against the Accounting Section's Retail 
Liability Register, Cash controls were instituted by a daily check between 
the cash balance sti>uck from the financial accounting in the Accounts Section 
with the balance struck by the cashier in his cash bookj the cashier was ins­
tructed to handle cheques tlirough his cash book as representing cash, and he 
was given charge of the monthly bank reconciliations keeping a control record 
to the bank's pass books. The invoices were covered by invoice aprons with 
the cost and selling price for the commodities on each apron. The Price 
Fixation Register was abolished and the invoice price and the selling price 
of the commodities as given in the apron v/ere entered into a new Goods 
Purchase Book; the vouchers for indents from the retail branches and the 
transfer of goods between branches wore re-drafted and the godown instructed 
to submit all indents once daily covered by a blanket voucher for all daily 
issues of goods; for'price variations and claims for shortage allowance 
and condemnation of goods a special voucher -w.is designed and instructions 
for its use given, A control system for empties such as jute bags, tins, 
wooden boxes, etc. was instituted so that all the branches were charged the 
sales value in accordance with a price list of all empties issued and later 
they would b̂  credited the empties issued and later they would be credited 
the empties returned at the s^e price, so that shortages in the stock of 
empties could be found in terns of money value through physical inventories; 
forms for new records were devised and introduced with extensive use of loose 
leaf binders., A complete physical invontoiy of furniture and oquipoent was 
made and each item listed on an index card giving the value, the rate of 
depreciation and other information on each piec'o; forms for monthly operas 
tional and finance reports and for physical verification of stock-in-trade 
as wall as other forms were either re-designed or devised anew.



12. The new management accounting procedure has followed the pattern 
of all modernizations of accounting and certain innovations have been made 
which will ultimately prepare the accounts for mechanical data processing, 
with or Y/ithout the use of electronic computers. One of the features in 
the accounting system is that the operations on the stage of vouching have 
been expanded. Vouchers are not entered one by one, but they are summarized 
with the use of blanket vouchers so that the entries in the books are reduced 
in number compared to the old practicê  another nê v feature is that all the 
accounts have been classified and numbered in accordance with.a decimal classi­
fication system and a cost code covering all individual items in the 
different groups of costs in a consumer cooperative store, classifying them 
into two main groups, one of operational costs another of non-operational 
costsj another change made is that the retail liability system (in India 
called the double compartment system) has been fully integrated into the 
self-balancing general ledger and the system has been extended to cover not 
only the retail branches but also the central godown; the reorganisation 
work has also coir̂ rised the methods of stock-taking in the branches and the 
lists of stocks verified, which are priced with the sales prices only and 
broken down by the eight different rates of sales tax used in the State 
concerned; the new Goods Purchase Book gives all the information necessary 
to figure out the average mark-up for each of the eight sales tax categories 
and, at the same time, the sales price side fiinctions as the charge record 
for goods received by the central godown*. The procedure described may soiind 
involved as is always the case when accounting operations are being put into 
the form of narration instead of demonstrated with the actual forms of vouchers 
and records arranged as a flow chart. Everybody concerned with the reorga­
nisation agrees, however, that the new procedures represent a much simpler 
and easier operation than the old one. ,

15. The outcome of the reorganisatipn is that a general ledger is 
showing much fewer postings than before, because postings are made from the 
Cash Book, the Goods Purchase Book, the Journal and the Price Variations 
Summary only once monthly, and the job of striking a trial balance at the 
end of every month is therefore a simpler matter than before. The possi­
bilities of checking have been considerably extended, and the accuracy of the 
book-keeping has been enhanced. The main result is, however, that the new 
cost analysis sy_̂ stem and the new monthly■ calculation control for each cate­
gory of goods (in this society classified by sales tax rates) makes it 
possible to compute, at the end of every month, a Monthly Operational Report 
with the sales figures for the month and the accrued figures- for year-to-date 
for each retail unit' and for the central godown, with 'the computation of the 
gross profit by each unit; the gross profit is, of course, an estimate but 
practice has already shown that tlxls estimate is surprisingly accurate with 
deviations from the sales found by physical inventories on stock of only 
a few hundred Cu. for the store as. a whole; the expenses are listed 
as incurred by or allocated to each individual branch unit,, and the report 
then informs the management about the contribution which each branch has 
given for the current business year towards coverage of the overhead incurred 
by the Head Office and The Central Godown; the last line of the report 
shows the net result of the operations, with due charge being made for 
depreciation, interest,etc. This Monthly Operations Report is supplemented



by the information necessa^ to evaluate the recoveries from debtors, 
the outstanding balances in relation to the trade with such debtors, 
information on relationships to traders and similar relevant information̂  
the control instruments needed for management decisions have been made 
available in a rational a-nd meaningful manner!

15. How should management instruments as the Calcxilation control and 
the Monthly Operational.Eeport and the other controls be used? Who should 
use these instruments? To whicla extent should the im naging committee be 
informed about the contents of the reports from month to month? To which 
extent should information be given to all members of ijhe staff with defined 
responsibility for business perfo2?nance? The members of the top managfement 
group, i.e. General Mfxnager, the Assistant Manager and the Accountant must 
•train themselves in reading and in evaluating the figures brought out in the 
' Operational Heport; they must compare the branch sales and also read the trends 
from figures covering similar lengths of time in preceding years so that 
they can see v?hether the individual branch is progressing or declining and, 
especially, whether the individual branch is returning an increasing ratio 
of gross profits and net contributions; the management must also develop their 
judgement in respect of overhe^ expenditiire in relation to the business 
volume and the changing composition of the business volume over a period of 
years; some help can be found in the study of the business statistics 
published by the apex organisation, if this body has developed such service, 
but the main source of developing judgement must be found in tĥ  local 
circumstances. ^

16-. It goes without saying that the information given by the
Monthly Operational Eeport and other controls must be followed by appropriate 
action to repair -.weaknesses, to stop declines and to improve the result by 
expansion of trading services at declining uriit costs, The apex oi^anisation 
should provide consultants, especially in the fields of inventory and sales 
management, and in acooxintancy and administration, who can discuss the lessons 
of the control instruments with the management and help them to explore and 
plot the course of action. The manning committee should make it a routine 
to hold a monthly business meeting where they hear and discuss the contents 
of the Monthly Operational Report, and where they are informed about the 
action which the manager finds fitting the situation and where their 
collaboration in making the proposed improvements is solicited. Staff 
meetings v/ith the members in the middle management and the low management 
group should be hold regularly once a month; in such a meeting the general 
manager should give the staff an'evaluation of performance since the 1st 
meeting; it would do no harm if each individual retail branch manager got 
copy of the Monthly Operational Report and could be taught to read and 
interpret it.

17-. It would be quite a logical thought if measures were recommended 
to introduce the methods used in the pilot project described above -in all 
the cooperative consumer -stores in the country concerned. The assumption 
behind such course of action v/ould be that the pilot project has been found 
to be a success. One is, however, afraid that this is not the case.



What has happened is that the accountant of the store in question has 
been transferred away to another government post, and thus the chief local 
person trained to take gharge of the new management system has disappeared,
Ifo_ replacement has been found and if a qualified successor comes in, it will 
take some time to train him into the new procedure. - This is one setback 
7/hich is likely to be suffered in marjy other similar stores, because of the 
fact tliat the members of the top management group are almost in all cases 
government officers on deputation v/ith short periods of -service in the coopera­
tive store. Another hurdle ’B.ocking the way to the duplication of the 
expei'ience in the project store is that it has taken a very long time, first 
to clear the starting groiond as mentioned earlier and then to intro-du6e the 
new vouching, recording and reporting system. In fact, -so many man-days have 
been used that it can easily be projected that it will last all too mar̂ r 
years before the management system can be effectively introduced in all the 
consumer stores and 'cooperative department stores in the countiy. ■ ‘ *■

18, The need for management control is so seriously imminent that 
other possibilities of introducing them within a short time must be explored. . 
The thinking about other suad more effective approaches than the one adopted 
in the pilot project is that- the answer may be the organisation of accounting 
centres from where a contralised and mechanized accounting service can be 
offered on the same pattern as found, for instance, in the cons'umer movements 
of the Scandinavian countries,- It is being discussed how to establish a 
small number of accounting centres to cover all the consumer stores and 
cooperative department stores of the country with accounting services. . It 
has been estimated hov/ much it will cost to install machinery,, to place 
voucher processing clerks, paid by the accoimting centre, in each storej 
to employ a nmber of a^ock-takers 'who can. be continuously on the job ,of 
physical verification of stock-in-trade with the aid of modern machinery, 
and to staff the accounting centre with its necessary administrative and 
operative staffs. The first calculation shows that an accounting centre 
of a size to service about 40 central stores and departmental stores, with 
a turnover of about I60 mn Cus, through about-'600 retail branches, would 
cost about the 65OOOO Cus. yearly or about 0,4^ on the sales. As the cleri­
cal staff in the local stores could be reduced and the internal continuous 
audit could bo abolidied, the, individual store would be able to pay the cost 
of centralised accounting and centralised production of management reports 
7/i'thout any difficulty. The preliminary provisional examination seems to show 
that a scheme on these lines'would be economically feasible.

/
19* The estimates have so far been based upon the so called RDP system 

(Regular Data Processing without the use of an electronic computer) 5 it may 
well be found that it would be more advisable to go further than that, ani 
the conclusions may well be that a fully-fledged EDP system (Electronic 
Data Processing) v/ould provide the best answer to the needs. For acGounting 
centre pilot projects with the purpose of enhancing the level of business 
management in large-scale cooperative business enterprises international 
aid. projects can be drafted, sponsored either by the United jJations specia­
lised agencies as the ILO or the’ PAO, bilateral agencies or' by a combination 
of both.
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R E P O R T

OF

THE REGIONAL SEMINAR ON 

RETAIL MANAGEMENT IN CONSIMIR COOPERATIVES 

Lahore. West Pakistan : 4th - 16th December.19 7̂ .

INTRODUCTION;

A Regional Seminar on Retail Management in Consumer Cooperatives 
was organised in Lahore, from December 4 to 16, 1967 by the ICA Regional
Office & Education Centre, in collaboration with the West Pakistan

\Cooperative Union. The Seminar was inaugurated by Malik Khudabaksh, 

Minister for Food, AgriciiLture and Cooperation, Government of West 

Pakistan. Its main objectives were to exchange and discuss experiences 
in Retail Management and to find out standards of sale and management 
procedures which could be popularised in South-East Asia,

The Seminar was attended by 43 delegates, observers and lecturers. 
The International Labour Office appointed one observer to participate 
in the Seminar and to deliver two lectures. Three Officers of the 
International Cooperative Alliance Regional Office & Education Centre 
participated in the Seminar. The Cooperative Institute of Management, 

Lahore, and the VJest Pakistan Cooperative Training College, Lyallpur,



had made thoir lecturers available to 'handle se.'̂ eral important lectures 
at the Seminar,

The countries represented in the Seminar were : Ceylon, India, 

Iran, Japan, Malaysia, Pakistan, Singapore and Thailand. A list of 

seminar participants and a copy of the programme are appended to the 
report,

THS MAIN DIFFERENCE BETV.jEEN CONSUMER COOPERATIVE SOCIETY 
AND A PRIVATE SHOP;

The lecturer dealt with the nature of the cooperative, the main 

objectives of a cooperative organisation, the reformulated principles 
adopted by the International Cooperative Congress held in Vienna in 1966 

and the practical consequences of these principles for a consumer 

cooperative. The lecture was concluded by posing a few principal 

differences between a consumers' cooperative and the capitalistic 

business enterprise.

Cooperation is often given various theoretical and philosophical 

motivations. The lecturer considered Cooperation not as a way of ' 

living but simply as a way of business. Economic transactions performed 
by the cooperative organisations are based on certain ethical values 

which have their origin in rules set up by the Rochdale Pioneers.

The' lecturer dealt at some length with the reformulated principles. 
These have been given mdre distinqt formulation enabling Cooperators to 
seek practical advice in questions whicji were of 6rucial imiiortance for 

the cooperative. It was noted that the number of principles now is six.



and that the principles about cash trade and political and religious 

neutrality have been dropped as independent principles. The old 
principle of political and religious neutrality is how linked to the 
principle about Open Membership. Although 6ash trade was regarded 
by the Commission on Cooperative Principles as a very important rule 

for the practical running of the cooperative business, in many cases 
it could not be regarded as .a principle which is essential and absolutely 

indispensable to the achievement of the purpose of the cooperative
I

movement. Realising the value of education for the successful running 

and development .of the Cooperative Movement, the Commission recommended 

that ffll cooperatives should make provision for education aJid training. 
Hence, to seek-the a-'̂ ive cooperation of members and public in general, 
their education was considered essential. The reformulated principles 

are as follows ;
1. Membership of a cooperative society should be voluntary

and available without artificial restriction or any social,' 
political, racial or religious discrimination, to all 
persons who can make use of its services and are willing 
to accept the responsibilities of membership.

2. Cooperative societies are democratic organisations. Their 
affairs should be administered by persons elected or 
appointed in a manner agreed by the members and accountable 
to them. Members of primary societies should enjoy equal 
rights of voting (one member, one vote) and participation 
in decisions affecting their societies. In other than 
primary societies the administration should be conducted
on a democratic basis in a suitable form.

3. Share capital should only i?e'cieive a strictlj>-limited rate 
of interest, if any.



4. Surplus or savings, if ar.y, arising out of the operations
of a soqiety belong to the members of that society and

* should be distributed in such manner as would avoid one
member gaining at the expense of others. *V

5. klX cooperative societies should make provision for the
education of their members, officers,'' an-i employees and
of the general-publijC, in the .principles and techniques of 
cooperation, both economic and democratic,

6. All cooperative organisations, in order to best serve the
interests 'Of their members, and their communities should 
actively cooperate in every practical way with other 
cooperatives at local, national and international levels.

PRMilRY SOCIETIES (6NE SHOP SOCIETY) OR SOCIETIES WITH BRANCHES;

The lecturer introducing the subject compared small and large
consumer cooperative societies from the .viewpoint of their relative'
efficiency. The need for larger units was emphasized. Thb administrative

set-up in the two different types of societies was discussed.
t

On the basis of the group jt'eports, the plenary session discussed 

bye-laws fdr a consiffiiers cooperative society with 20 branches in respect 

of (i) manner of election, (ii) management and (iii) executive.

Comparing the practicability of direct and indirect democracy the 

Seminar found that some kind of gn indirect democracy i.e., representative 

set-up wherein the members were to elect their representatives to the 
general assembly is to be' preferred ±n a society of this particular size.

This may be done by decision of the members as follows:
(a) By, provision for development of the business of the 

Cooperative.
(b) By provision of common ser'/icesj or
(c) By distribution among the members in proportion to their 

transactions with the society.



It was generally felt that in such a society the members should elect 

a general body tjith one representative for about 100 members in the 

society. In this way, each branch of .the society could be properly 
repi^sented in the body

It was agrood that tho gonorol body mooting should oloct tho Boai^ 
of Directors which should consist of, between 11 and 15 representatives

■with a proviso that there should not be more than one member on the 
Board from any branch. The Board of Directors should meet at least 

once a month. ‘In-the case of the number of branches exceeding the 
number of Directors seats on the Board, some grouping of the branches, 
was considered practical. It was generally agreed upon that the basic 

tasks of the Board of Directors were to lay down the policy for the 
cooperative and to appoint an executive who was directly responsible

#to the Board of Directors in the execution of the day-to-day adminis­
tration of the society.. For the sake of the efficiency of the business 
operations, it was unanimously agreed that the executive, appointed by 

the Board of Directors, to execute the policy laid down by it, must be 

given full freedom in its task. The executive team may consist of a 

general manager as overall in-charge, an accountant and managers, of the 

various branches or departments.
The detailed division of labour and responsibility between the 

Board of Directors and the en̂ iloyed executive was discussed at seme 

length. Various arrangements to guarantee the Board's influence over 

basic issues of the administration of the,society but without too 
detailed interference in the work of the executives were discussed.



CMP IT/CASH TRADE;

Tha rule on cash, trade has Its origin in the Rochdale society. Tho 

reason for a strict application of this rule was the depressing experience 

from the earlier cooperative societies which often failed because of their 

custom to sell on credit. The tendency to allow some credit was and is 

in many cases understandable. When wages ar-e low and irregular, retailer 
is the nearest and in many cases the only source of credit for the workers 

and farmers. The unfortunate consequence of this often was and still can 
be life-long debt and dopendonco on retailer or moneylender. The only 

remedy for such a condition is a financial discipline by the consumers as 
well as by the sociotios which encourage and assist thrift.

The Commission on Co-operative Principles which reformulated the 

Co-operative Principles had deleted'the rule about cash trading as a 
cooperative principle but meptionGd it as an important and sound business 
practice which should be applied. The main reason for not, including this 

rule among the principles was that cash trade caJinot be regarded as a 

practice absolutely indispensable for the achievement of the aims of the 
Co-operative Movement. Furthermore, the rule although it is applicable 
to consumers' cooperatives cannot be said to be ofplicable to all kinds 

of cooperative activities.

The role of the Co-operative Unions to propagate the practice that 

only cash tr-'.do should be allowed was emphasized. Tho Co-operative IJnion 

should try to educate the members and potential members about the advantage



of purchasing on cash. But at the same time the Unions must urge that 
consumer protection against exploitation, adulteration etc., be 
established with governmental assistance. This should be done through 

law or regulations from the government. Especially the terms of credit, 
which in itself very often imply severe exploitation of debtors', must 

be regulated for the benefit of the consumers.

The Seminar discussed the various reasons for cash trade in a 
consumer cooperative society. The main advantages for the society were 

summed up as follows: Lower prices due to lower administrative costs,
strengthening of the financial position of the society as well as 

quicke'r capital accumulation, making financial planning, budgeting and 
control of the business activity easier. A strict application of the 
cash trade rule was also regarded as conducive to a good image of the 

cooperative.
Only under very special circumstances, some credit could 

occasionally be allowed, e.g. in the case of durable consumer goods 
given oA instalment basis. The most important pre-condition being that 

recoveries were properly ensured,

STOCK CONTROL AND STOCK-TAKING;

The Seminar noted that a good stock control system keeps the 

manager and sales staff informed about the position of commodities in 
stock. It enables them to select right assortment in the right quantity 

and check the avoidable leakage and pilferage in tho shop. Two different 
methods of stock control mentioned were the stock register-method and the



and the retail value method. The advantages of the retail value method 
were highlighted. It was also suggested that at least once a year 

complete stock-taking must be undertaken. In addition, stock-taking at 

frequent intervals should be conducted. This would familiarize the 

management \vith the condition's of the stocks, thereby preventing wrong 

stock-composition and overstocking. It would also help in disclosing 

possible sources of leakages. A system of stock-taking should be 
effective as well as economical in terms of time and cost.

By leakagQ was imderstood to be the waste of goods which takes 
place during the handling and distribution of goods, whether caused by 

natural factors (e.g. driage or shrinkage) or negligence, inefficient 
management, pilferage etc. It was agreed that although leakage is 
not altogether avoidable, it should be minimized as far as possible.

There was considerable variation in the opinions concerning acceptable 

leakages in cooperative stores, in respect of the different typos of 
commodities stocked in consijmers' cooperatives, not only because local 
conditions were variable in respect of climate, location of store, mode 
of Bale etc. but also on account of the varying individual estimation of 

acceptable leakages standards. It was agreed that the management must 

carefully inform itself about the volume of leakage, its sources and. the 

reasons for it, to be able to take necessary counter-action.

On the question of whether the manager should be held personal-ly 
responsible for leakage some controversy was aroused. One suggestion was 
that the majaager would be required to bear the financial loss arising from 
leakage in excess of some acceptable standards while he would be given a



bonus of the differonce when the actual leakage was less than this 
accepted legLka'ge-.'*.There: was'hbwevor a strong consensus of opinion that 
held' that the granting of a fixed allowance for leakage to the manager 

would be detrimental to the interests of the cooperative and its members 

as it. leads to malpractice and Increase in the costs, and that the 
individual cases of leakage should be specifically considered by the 

Managing Body and the Manager and permissible leakages individually 
written off,

PRICING POLICY;

A.S price determines or of it out of business, transactions an effective 

pricing policy is a must for a consumer cooperative society. The policy 

should aim at protecting consumers from unhealthy practices in the 

market ?jad at producing a healthy effect on the market prices. The main 
aim of such a policy should be to give economic benefit to consumer and 
earn surplus required for the running and expansion of the society’s 

busijasss.
To achieve the above mentioned aims, the prices to be charged by 

a consumer cooperative society should generally be slightly tislow market 

rates. For that, a society will have to find out cheaper and reliable 

sou|*ces of sx̂ jply and bring down the cost of its operations.

Different types of pricing policies, viz. cost price policy, 
market price policy, active price policy, as often followed in Sweden 
and the dynamic low cost price policy as sometimes followed in Japan 
were discussed in detail. It was fo-und that determination of a pricing 

policy would depend on several factors such as the level of cooperative
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development in a covintry, and economic strength of .cQoperativo organization
concerned. It was, however, suggested that the foU/iwing main considorat.ions

■should be kept in mind while formulating an effective pricing policy for 

sale of godds. in a cĉ nsumer cooperative society.

1. Total cost of commodity or service (hajidling charges, shop, 
costs, storage, transportation, etc.)

2. Quality of goods;
3. Prevailing market price j
4. Sufficient gross margin to create reserves;

5. Competitvors' behaviour (trade margin, business practice's) ;
6. Kinds of goods, e.g. perishable, non-perishable, essential 

luxury, etc; and

7. Bnaiuftee turuprrer baaod <U3 expected demand and stlpply position;

It was considered necessary for a consumer cooperative to organize
market intelligence and survey activities. These activities can be 

efficiently conducted by large societies, wholesale societies or business 
federations. Based on the market iriformation available and above 
considerations, a trained manager coiild fix arid regulate prices of different 

kinds of commodities.’ He should therefore be giver some freedom vuader the 

overall guidance of the Board of Directors.
I ,

The Manager, should keep an eye on price fluctuations in the local
/

markets, for price is one of the best ways to. attract custcmers. He should 
maintain a ccsnprehensive price book indicating details of goods and their 

price changes.
S

When a price in the wholesale or retail market has changed and the 
Manager feels the need of changing it, he must ch-nnge his price as early
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as possible aiid mark the new price on all the rele-̂ ant goods. It will 

help in.attracting more customers and winning their confidence. 

Occasionally the shop staff shotild. explain to the members and other 
customers the rationale behind the pricing policy being followed by 

the society. They may also tell the re?.sons for increasing or 
decreasing pricos. To make consumers more discriminating about prices 

in relation to;quality of goods and ultimately to win their loyalty, the 
society should' run a continuous programne of education side by side the 

retail businessi

CASH CONTROL IN A CONSUMER COOPERATIVE SOCIBTY;

In accounting usage, cash includes all media of exchange which 

a Bank will accept, on the faco of it. For example, coins,. pr̂ Dei’ money, 

bank balances', cheques, bank dr̂ afts, money orders, etc. are considered 

as cash. By cash control is usually meoJit the adoption of a system 
which would protect cash in the society till it is deposited in the 
bank. The responsibility for adequately safeguarding cash is that of 
the Board of Directors. However, they should delegate the responsibility 
for its safe custody to the paid executive who has to look â ter the 

day-to-day functions of the consumer cooperative society.

The speaker laid stress on the utmost care to be exercised in 

safeguarding cash in view of numerous complaints regarding embezzlements 

and misappropriations in the South-East Asian Region. The society 
should prefer to accept or make payment in cheques while transacting it̂  

business with other dealers.
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in the discussions the delegates stressed the need of an efficient 

oystem of cash payment and not making buying in the cooperative stores too 
•cumbersOTie and time-consuming for the consumer. Therefore, it was not 
considered always practical to make the customer deliver cash to an 
employee other than the salesman. Customers dislike this and coiald even 

stop patronising such shops since this is time-consuming system.-

It was also agreed that the responsibility for cash may rest with 
the General Manager. The system followed in the U.S.A.., where each salesman

• •
seals his daily cash at the end of the day and writes his name and 
oodo number on the top of the envelope and hands it over to the Manager 
who passes it on to the Accounts Department for reconciliation with the 

actual takingsy was mentioned.-

It was noted that as far as possible the branches may deposit the 

day's takings with the head office every evening. Where necessary cash 

in transit may be insured;

The need for a concurrent audit in stores with, sizeable sales so 

that wrong accounting of cash could be speadily detected, was also 
emphasized, A system of periodical checking by auditors of cash balances 
at the shops and reconciliation of accounts with bank balances was suggested. 

It was also emphasised that material cash transactions of the stores with 
suppliers and others should be in cheques as far as possible.

SHOP COSTS;

The manner in which costs are controlled has an important role in 
achieving the objectives of the cooperative society. The budgeting or
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planning the costs is therefore of utmost importance for the efficiency 
of the society. Some of the main factors influencing the costs are shop 

location, layout, personnel, buying and transportation, sales volume, 
work routines, sales promotion, record-keeping, stock investment and 
leakage. Proper distinction between fixed and variable costs- was most 
essential for planning and control. A good cost budget should embody 
the following features :

1. . planning of future operations' to achieve the best possible 
results;

'2. centralisation of executive control and fixing of 
responsibility^

3, setting of objectives to be achieved in operations^

4. instruments for keeping current operations and 
costs in line;

It should also give a sense of responsibility and encourage cooper­

ation among the staff as well as fixing definite responsibility of the 

employees. Estimations should be realistic with provisions for adjustments 
to meet unforeseable conditions. The last but not least the budget should 
be simple and easier to operate.

The cost budget must be based on records of past experience and 
studying of external factors like market conditions, price trends, 
competitions etc. Finally, when completed, the budget must be checked 
to see that it is realistic. The business operations must then be 

regularly checked against the budgets for purposes of control, and 

figures of the monthly results of actual operatiors should be compared 
with the budgeted costs. Preparation and use of detailed subsidiary
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budgets for major costs such as salaries, capital cost, are important 
for control.

PERSONNEL ■ MANAGEMENT'; ■

Personnel management should aim at both efficiency and juatice in 
an enterprise. It seeks to bring together and develops into an effective 
organisation, the persons who constittite an enterprise. A properly- 

formulated personnel policy is necessary for creating congenial human 

relations based upon 'trust among all the members of the staff..

In this regard, the groups agreed that there should be a description
of the posts in the societies and the expected qualifications to fill them.

In respect of recruitment of senior officers, such as Assistant Managers 
/ * 

and the Chief Accountant, it was the general opinion of the delegates
that the advice of the General Manager was necessary, but the final

decision rested with the Board of Directors. (In case of the junior staff,

the General Manager should have the power of appointment on the conditions

laid down by the Board of Directors. He must see to it that his staff

is given proper incentives for their work. Employees welfare and
efficient internal communication are also of extreme importance.

An effective system of Personnel Control would reduce chanoes of
/

misbehaviour or dishonesty on the part of salesmen and other employees.
t

On the other hand, it would help in locating honest and-efficient 

employees who should be re'warded for their good work. It is then for the 

management to see that ^ch a reward is forthcoming in accordance with an 

established and clearly defined system of morit rating. To prepare the
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staff to discharge their respectivo duties sffeotivsl'/, it is necessary 

to provide them vath necessary training. An effective system of training 
and promotion would go a long way in getting suitable personnel mainly 

from within the cooperative organisation to shoulder bigger responsibilfties.

MAKAGEMSOT CONTROL;

An effective control of'various functions, for instance, planning, 

accounting etc, of a cjooperative, is of paramount importance to achieve 
the objectives of the enterprise. Thoro is also nood of-currorit choGk 

and supervision of the various activities for ensuring that, the business 

procedures are efficient and the system of account-keeping is sufficiently 

informative and revealing.

It v;as considered' necessa:ry to frame olear rules on- the tako-over 

procedure in the large-scale consumer cooperatives.'- If such rules are 

not framed and followed, the concept of management Responsibility is 

diluted. The Manager should make a realistic budget for the forthcoming 

year and frê quently check whether his business volume and its components 
are not going downwards from the. forecast. He should hold montliy 
meetings with middle management and junior management groups and discuss 

with them monthly operational reports. While emphasising the need to 
maintain a management control especially in large-scale consumos* 

organisations, it was stressed that care should be taken to see that the 

cost of management should not be allowed to rise beyond reasonable 
heights.. It was found necessary to work out standards for various groups 

of costs in consumer cooperatives of South-East Asian countries.
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The need to keep prompt ar\d proper accoiints, to do the audits 
regularly and punctually, make surprise checks of cash in hand and in 

banks and reconcile bank balances, and generally t® ensure a healthy 
accOTonting and auditing system was emphasized. It was suggested to 

organise accounting centres from where a centralised and mechanised 

accounting service could bo offorod'to consumor cooperatives on ths samo 
pattern, as in the consmer cooperatives movements of the Scandinavian 
countries,

WORK ORGANISATION IN A COOPERATIVB SHQP;

The Lecturer outlined the need for a clear-cut work organisation 

in a cooperative shop. It is necess'’,ry to allocate a particular job 
to one person and make him responsible for doing it or getting it done.

For example,, the function of filling up the shelves or a portion of the 
shelves in-a shop, should be done by a person who should also be responsible 

i’or pricc-marking of the goods in this particular shelf and also order 
goods from the godown when the stocks reach the ordering level,

A clear work organisation is advantageous both to the shop 

manager and salesman. For the shop manager it will be easier to supervise 

the job and the salesman will feel more responsibility and take more 

interest in the job*

It was pointed out that tho management of the society shoTild post a 

shop manager in each shop. He has to be responsible for the overall work 

of the shop to tho management..
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In thG discussion the basic qualific9,tions for a salesman who 
is to be promoted as a shop faanager were investigated. Practical 

experience and certain minimm formal qualifications were considered 

neces^aiy. Lack of academic qualificaiJlons should not debar an 
experienced and good salesman to bo promoted. Abilities and training 

rather than formal qualifications were considered important factors in 
determining promotion policies-,

NECESSITI OF SALB,SMAHSHIP;

To serve its members effectively and to provide extra fimds for 
esqjanslon of its business, a consumer cooperative society should, have 
increased turnover. It is therefore necessary for the employees of the 

society to adopt modem techniques of salesmanship. In this connection 
both spoken salesm?Jiship on the counter and silent salesmanship viz., 

display, decorations, convenient physical arrangements of the goods etc. 
were considered important,-

However, salesmen should not,press customers in any way and must 

sell their goods and services with a sense of responsibility. They should 

give correct information about the goods and supply only quality goods in 
correct quantity and good condition. They should see that customers 

feel satisfied with their services and behaviour. The Manager of the 
society should ensure that customers are immediately attended to with 

courtesy and efficiency. They should give adequate incentives to good 

salesmen and take disciplinary actiô  against those who frequently fail 

to behave properly with customers. It was, however, suggested that the
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manager should try to understand the personal problems of those employees 

whose performances and behaviour need improvement. Also by setting 

personal example and giving a lead to his employees a manager can 

increase their business efficiency. For example, he can be punctual 

.and regular in his duties and bo courteous and polite to his employees 

as well as to the customeis and members.

It was felt that even if a commodity has been bought by a customer, 

the society should try to replace or take back wi-thin a time limit-,- if 
the customer wishes to' rstum the same. To avoid any further complaint 

about the commodity or serVice, a good salesman should find out from the 

customer the reason of return or dissatisfaction. The main aim of good 
salesmanship is to develop cortial relations with consumers as well as to 
increase business turnover.

The Seminar discussed in detail the basic qualifications for a 

Salesman and came to the following conclusions';*
(1) A salesman should be functionally literate,

(2) 'He must possess sufficient skills in arithmetic so as to enable 
him to hryidle sales proceeds and maintain his accounts.

Several desirable qualifications for a salesman were also discussed. 

However, it was strongly suggested/ that cooperatives must ensure at the 
time of recruitment that the salesmen have the above basic queilifications, 

Some standard tests, may be developed for determining the basic aptitudes 

and other qualities necessary for a good salesman in a consumer cooperative,
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SELF-SERVICE SYSTEM;

It was pointed out that self service .shops in the Western 

countries were vary popular and the services rendered to the customers 
were fairly good in comparison to the counter service method. In 
Southĵ )ast Asia, particularly, the dooperative movement in India and 

Japan have adopted self-service system. The self-service system has 

thp following advantages for customers:
1 , Self-examination of goods without bothering salesmen;

2, Easier ssiectibn of goods;
3, Cutting down time required for making a purchase;
In addition, there are certain advantages to the society. These 

are given bslow ■:
1. Reduction in shop cost by employing less number of salesmen;

2, Incraased use of printed and silent salesmanship;
3. Incraased sales volume, through facilitating iiapulse buying;

4, Sale of goods at lower prices by better use of shop space;

To obtain the maximum benefits from a self-service unit, proper
planning before its establishment should be done, keeping in view the 

following factors;
1, Good location of the unit for consumer convenience, taking 

into consideration a reasonable rent,'and lower operating 
costs;

2, Potential buying power of the people, the population strength 
and the- qompetition in the area;

3, Intelligently planned shop layout;

4, Attractive shop appearance;
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5. Fixturas-and fittings should provide easy access thus helping the 
the custoners in selection of merchandise;

•
6. MerchaJidia® should be logically arranged and attractively exposed 

with cle^ price-marking;
7. Use of• lighting and colour affects to-create cheerful atmospherej

LIMITATIONS OF SEIJ’-SERVICE SYSTEM-.

Problems of increased leakage ̂ and shoplifting and damaging of goods 
while buying are' some of the disadvantages of self-service system. Moreover,

only packed commodities of limited range could be sold through self-service
f t

shops* However, these disadvantages in a self-service unit could be off-set 

by the increase in the volume of sales.

The discussions focussed on the fact that self-service system 

needed a lot of capital and inspite of the present advances made in this 

field in some countries, its value is yet to be proved in South-East Asia. 

The self-service system should be introduced in a few lines in big 

cooperative department stores, wherever possible. However, a good amount 
of educational work vjill have to be done to popularise this pe'trtiod,

ASSORTMENT OF GOCDS!
It is said that goods well-bought are half sold, A cooperative 

society should have a definite business policy so that assortment of 
goods is wisely fixed* In deciding the assortment, the shop manager 

should be actively involved and the following factors taken into account 

(i) Number of customers and their insoaes;
(ii) Buying habits of the customers within the shop area;

(iii) Communications within the area;
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(iv) Shop location (in the tqvm centre, in a residential area); 
(v) Staff (their recruitment, training and skills);
(vi) Arrange per capita demand of different goods;

(vii) Capacity of suppliers;
(vill) Seasons (for demand of a particular article);
(ix) Turnover and the society’s share of the market;
(x) The economic aims of the stock turnover and stock valuej

(xi) Conpetitors (their number and sales policy);

(xii) Selling system (self service or traditional)
The seminar suggested that the assortment policy should base

itself mainly on cuatomer demand and margin of profit. The oustomer

demand can be determined from the past records and with the help of
market resaarch. It was stated that shop stocks should consist of

regularly available and easily saleable ccanmodities, providing a

reasonable margin of surplus.
The participants discussed the customer demand aspect. Some

participants maintained that the cooperative store should also create

demand for new products. The arguments advanced were: lack of
information on the part of the consumer about the uses of such products,
prices of alternative products, total ignorance about new products, the
need'to change consmption habits and customs, etc. Some others were
opposed to the creation of new demands mainly because it may upset

household budgets, and reduce the purchasing of essential articles
sometimes in favoixr of costly or fashionable articles. It was ultimately 
agreed that demand may have to be created in the case of standard quality 
products. Education of consumers was considered as one of the best 
methods for creation of demand for new products.
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7. Mr Shigeru Fukuda, Executive Director 
Japanese Consumers, Cooperative Union 
Tanro-kaikan, 9 Ichigaya-kawadacho 
Shinjuku-ku, Tokyo.

8. Mr Mohd Noor bin Abd,ullah, Director 
Malaysian Coop. Wholesale Society Limited 
27-A Pudu Road, Kuala Lumpur.



9. S.Piara Singh, Chainnati.,
Cooperative Thrift and Lp,an- Society 
Post Box No.lOlO ^
Penang.

6. PiiKISTAN 10, Mt> I.E.Khan, Vice Chaimen
2ast Pakistan Cooperative Union 
9-D Motiqheel Commercial Area 
Dacca-2, East Pakistan.

11. Mr.Mifflitaz Ahmed Cheema 
Joint Registrar (t’&D)
Cooperative Societies
4, Lytton Road, Lahore.

12. Mr Hamid Ahmed, Asstt.Registrar 
Cooperative Societies 
Campbellpiir'.

13. Ch.Muhammad Sharif, Principal
West Pakistan Coop .Training College 
Sargodha Road, Lyallpur.

14. Mr Ghias-ud-Din Ahmed, Mg. Director 
Pakistan Cooperative Petroleum Assn.Ltd., 
Sadar, Karachi.

15. Dr, Mahmood Ali Khari, Head 
Department of Coopn and Credit
West Pakistan Agricultural University 
Lyallpur,

16. Mr Afmed Mian Soomro 
Deputy Speaker
West Pakistan. Provincial Assembly 
27-Aikman Road 
Lahore,

17. Malik Muzaffar Ali, President 
Shahdara Central Cooperativo Bank Ltd., 
51-B, Gulberg,, Lahore.

18. Khan Aoiir Abdullah Khan, Vice President 
Khanewgil Central Cooperative Bank Ltd, 
Civil'Lines, Khanewal, Distt, Multan.

19. Mr J.H.Sherazi, Mg, Director 
Merchants Cooperative Bank Ltd.,
5 Super Market, ‘Sa'ddar, Karachi.

»
20; Mian Q'imat Shah, Mg. Director

Pabbi Coop. Multipurpose Society Ltd., 
Pabbi,. Distt. Peshawar,

2.
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7. SINGiiPORE

8. THAILAND

INTSRNATIONAL
LABOUR
ORGAfJISATION
(ILO)

LECTURERS

21. Mr S.M.Akhtar, Asstt. Section Chief 
Consumers Section
Cocmerative Institute of Management 
13/14 G, Gulberg, Lahore.

22. Mr I.A.Ansari, Senior Grading Officer 
Government of Pakistan
Islamabad.

23. Mr R.K.Rai, Honorary Treasurer
P.S.A. Employees^ Cooperative Loan & Thrift 
Post Box No.500, Singapore,

24. Mr M.Thambiayah 
10 Alnvdck Road 
Serangoon Garden Estate 
SingaporG-19

25. Mr Pravin Prasansarakij, Advisor 
Coop.Stores in the North East 
Doparttnerit of Credit and Marketing Coops. 
Ministry of National Development 
Bangkok.

26. Mr Snith Chittaporn, Acting Manager of 
the Cooperative Stores
c/o the Dept, of Credit and Marketing 
Cooperatives
Ministry of National Development, Bangkok.

27 . Mr Robert Staormose
Regional Advisor on Cooperative 
Management
Internation,3l Labour Office 
Post Box No.1759 
Bangkok.

28. Mr M.Salim Anwar, Section Chief 
Consumers Supply
Cooperative Institute of Management 
13/i4-G, Gulberg, Lahore,

29. Mr S.Safdar Ali Shah, Lecturer 
Cooperative Training College 
î’.O. Zeenat Textile Mills,
Lyallpur^

30. Mr Gunnar Bundgaard 
Advisor
Cooperative Institute or Management 
13/14-G, Gulberg, Lahore.



lOA Staff 31. Mr Rune Srixon, Joint Director 
Leader of the SGminar 
International Cooperative Alliance 
Regional 'Offipe & Education Centre 
for South-East Asia
Post Box No, 3021, New Dalhi-14

32. Mr Alf Carlsson, Director 
International Cooperative Alliance 
Education Centre for South-East Asia 
New Delhi.

33. Mr Dharm Vir, Deputy Director 
International Cooperative Alliance 
New Delhi.

34. Mr Daman Erakash 
Seminar-Secretary 
International Cooperative Alliance 
New Delhi.

Obseirvers 35. Ch. Abdul Majid, Deputy Registrar 
Cooperative Societies 
Soa^-1, LpJioro,

36. Malik Inam-ul-Haq, Deputy Registrar 
Cooperative Societies,
Lahore,

37. Mr Mohd Saadullah Mufti,
Asstt .Registrar 
Cooperative Societies 
Rawalpindi-East,West Pakistan.

38. l>tr Manzoor Ahmed Sethi
Assistant Registrar, Coop. Societies 
Mardan.

39. Ch, .Zehur Ilahi, Advocate 
Hakim Khadim Ali Road 
Sialkot City.

■40. Ch.Tufail Mohammad, Advocate 
Block No.5 
Dera Ghazi Khan,

41. Nawabzada Rahirrî Dil Khan, MPA 
Advocate.
Banmi,.

42. Khan Tahsinullah Khan, Vice President 
Charsadda Cooperative Sugarcane Sale 
Assn. Charsadda, Distt. Peshawar.
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43. Gh.Iindad ikli
Quetta Centrel Urban & Industrial 
Copperativo Bank Ltd.,
Jinnah Road, Quatta.

44. Ch.Mohammad Nawaz Khan 
V & PO Sambrial 
Tohsil Daska,
Distt. Sialkot.

45. Sh.Muhammad Muslim, Secretary 
West Pakistan Cooperativo Union 
5 Court Street, Post Box 905,
•Lahore.

46. Mr Sadiq Qureshi 
Agricultural Information Officer 
Bureau of Agriculture Informtion 
Lahore.

47. Mr .Mogens Jacobson 
Advisor
Mest Pakistan Cooperativo Consumers 
Society, Lahore.




