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PREFACGE

This document, entltled "the Report of the National Seminar on
Consumers Cooperation in Iran" is an outcome of the discussions conducted
at the Seminar held at Teheran, The seminar was conducted by the Gentral .
Cooperative Organisation of Iran through the Persian medium, Background and

. working papers prepered by the ICA Resource Persons were translated into
Persian for the use of the participents. The discussions held at-the various
gsessions of the Seminar were interpreted into English for the ICA Resource
Persons., The final report of the seminar, which was adopted by the Seminar
at its Final session, was in Persian.. The ICA was later on supplied with a
copy of the report in English, The present document is based on the
English version of the report.

The report has been divided in the following manner :

l. Introduction to the Semingr

2. Objectives of the Saminar

3. Proceedings of the Seminar

le - Main recommendations of the Seminar

The appendices include the following :

A. Brief summaries of lectures

B, Programme of the Seminar

C. 1ist of Participant$

D. List of papers circulated

E. A Select Bibliography on Consumer Cooperation

Additional copies of this documerit are available with the Publications
Department of the ICA Regional Office and Education Centre for 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 Cooperative Alliance, Reglonal Office and Education
Centre for South-East Asia, Post Box 3021, 43 Friends Colony, New
Delhi-14, India. Price per copy: US Cents 35, or Indian Rs.2.50.
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Introduc tion

" A national seminar on Consumers Cooperatioﬁ was organised by the
Central Cooperatlve Organisation of Ira.n in collaboration with the In'ber—
‘national Cooperative Alliance Regional Offlce “and Education Centre for South-
Fast Asia and the Sepsh Consumers Cooperagtive. ' The Seminar was held at
Teheran. at the Institute of Cooperative Education end Research of 'bhe
University ée Teheran between May 18 and 29, 1969. The ICA made avallable
three officers to act as resource persons- to the Senifla,i‘-;" ‘Mr. ‘Régnar
Arvidsson, Joint Direc’c:or‘in;charge of Administration and Financé at the
IGA Regional Office and Edusstion Centre directed the seninar and hia two
colleagues, Dr, D Vi:rt, Joint Director, Education Centre, a.nd Mr, Daman
Prakash, Publications Assistar t . as.s_isted him,

Thé Seminar which wasggttended‘by 39-:I.ranian General Managers and
Board members of consumex; cooperatives, was iné-ugurated with a message
received from the Prime Minister of Iran.

The IGA Regional Office and Education Gentre contributed to the
gseminar, in-add-itior; to. the provision of .three of its staff members, to
work as resource persons,'by way of preparation of working and bz;.cl;grduna
papers on various technical subjects related to corsummer cool—)éz;étion and by

assisting in working out a deteiled programme of the seminar,
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The host organisations contributed by provifling locel facilities to
the seminar, ‘such as guest lecturers during the period of the seminar.
Objectives
. The seminar was of the nature 6f a basic course in consumer coopera-
tives dealing with ideological aspects as well as some questions concerning
management of consumer cooperatives in Iran, - The Consumer: Cooperative
Movement in Iran has made headway in the country because of several
reasons. They are, among others, greater urbanisation; more industries,
end incentives from the govermmerit.

The seminar therefore provided a unique oppsrtunity to the Iranién
participants to 1earn" about- consumer cooperativte experiences in other
comtries and to ccxnp‘are'ﬁlieir progréss.with their own and to look, out-
for avenues of further develoment of the Movenent in Iran.

Proceedings

A1l papers presented by the ICA were trans¥ated into Persian by-the
Central ‘:.Cc;csbe:fz;ﬁ.ve} Organisation ‘and distributed among the participants.
The enﬁi;e seminar was divided into"three groups which discussed the. -
various subjects in deta‘:_li ‘and presented their epinions in the .plenary
sogsions. At thé end a final plenary session was Held which ‘discussed
tI;e consolidated.d‘x:aft report of all the groups, which later on. became
the report of the Seminar,

Recommendations of the Seminar

The semiriar made the following recommendations for izﬁplanentation by
the Cooperative Movement -in the country :
1. The participan’ts found the 'organisation of the semihar most useful,

It provided a unique opportuhity to the participants who were
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directly responsible for the orgenisation of. consumer cooperative
stores in the country.

The seminar no.ted with great satisfaction the method and presentation
of technical papers by the ICA personnel. The geminar participants
foué:d ti;ése presentaﬁons, most appropriate as they could now plan
further improvements and develc;pnents“'ih theiriown- stores in the country.
Keepipg_’:i.p ‘mind the present situation of 'C.oopez‘a-tive Movement in Iran,
and the support exteﬁded to it by the Gove'rnnient, efforts should be
mads to bring more and more people in its fold, ‘This.Movement was
considered to be an importent tool in the social and economic develop-
ment of the.country,.

The semi;nar feit .%.ha‘b'zbhe cooperative principle-on Education and
Training should be ranked second in order of ‘priority as it is through
the medium of instruction that Cooperative Movement could be taken to
al'l coﬁers of the country and to cover all shades of peoples

The seminar felt that between 2 and 5 per cent of .surplus of coopera-
tive institutions in the country should be set aside by law to be used
in cooperative educatibn and training programmess This go_al could be
achieved by making sui.table changes in the.existing coopez;ative
legislation in force 1n the country., Without this provision in the law,

such a collection would be .difficult.

‘The statutory deductions from the funds of cooperative institutions

could be utilised in the following manner in order to spread the
Cooperative Movement in thé country.

A. by organising training programmes for cooperative members and
office bearers;

B. by providing training and education facilities to the employees
of cooperative institutions;
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Ce by making arrangements for exchange of. information on latest
develomments in cooperative movements within the country and
with outside worlds

In order to make cooperaiives in Iran most effec’cive’ and usef_l_ll, the

gseminar felt that efferts should be made to develop the movemmnt "by

arranging trai-ziing programmes for the cooperative leaders with the
héig; of regional-and ihternational organisations which have men and
resources at their disposals

Lc;ng-tem prantiing should be made under which transactions with

members could be made on cash basis rather than the present system

of credi'i-;, ‘which is so much in vogue in Iran, By achering to cash
basis transactions, -the societies will be able to Rro;cide more and
diverf;ified gervices to their members,

With :t.hé I:api'd urbanisation and growing traffic problems, planning

of Déparﬁnent Stores and big Super Markets within the city limits

is é"}d{fficul't: task. ‘Also it is extremely necessary to provide
serv{c'es to a major part of the population at reasonable prices.

This problem cannot easily be solved by having a number of small

independent cooperative socleties with their shops witbiq the city

mostljr catering only to the members w‘ho' also gre employeeé in a

particular Agovernmént department etc., (institutional type of

societies), as this proposition is going to be an expensive one and
which needs a lot of imagination, finances and efforts. The best
solution, sccording to the seminar, was that large cooperativ‘e
stores should be organised which should have a nmumber of branches
situated at most useful points within the city with open membership

go that a nummber of people could take advantage of cooperative stores.
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Until such time, the Seminar felt t;h'at the existing codperatives in a
citly/ town or some other suitable area .should form a“federation of their
own ) This federation of consimer ¢ooperative stores could undertake

the following tdsks:

1. buy goods of daily requirements in bulk direstly from the manu~-
facturers, '

2. arrange a céntraligsed warehousing facility, .

3. arrange distribution of commodities among the various affiliated
cooperative stores throughout the city, '

4L+ maintain uniform standards and qualities throughout the coopera~
tive stores,

5, maintain a uniform pricé structure.

6. wndertake training and education programmes for the employees and
members of cooperative stores.

7. 7provide other gervices, facilities etc. to the cooperative stores.
8, to act as a spokesman of the entire consumer cobpera'lfivé movement.,
This federation of consumer cooperative stores should be an independent
organisation with finencial support from its affilféted member-organi-
sations. An sgreed code of conduct could be drawn which could :be
followed by the federation and the affiliated cooperative'stores and
accordiné to which business and other transactions could be undertakene.
This federation would then be in a position to work out a uniform
purchase .policyi, quality control, negotiations with the producers and
training and other public I:ela‘tions astivities etc. on its own behalf
and on behalf of its affiliated member-stores, In the long-run this
federation could be converted into a big primary society with the
shops of the present societies converted into branchés.

In smallexl areas where effects of urbanisation have not yet been felt,

and where a big Department Store/Super Market would not be economical,
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the seminar felt that effor'fs should be made to organise one central

éooperative cons;zmer store with a well;equipped show-room, This
central store could be fomed by.amalgamating existing small
consumer tooperatives operating in that area, ;'I‘ﬁ'e;'selling centre

of this central store could be located in such an area where everyone
couid reach easily,

13. (Cooperative societies are organised hy a particular group to
satisfy a particular requirement. Béfore a cooperative is
organised, the Seminar er‘L)t that the ‘following points shéuld be
thoroughly discussed and considered.

A, need of organising a cooperative society,

B, determmining the main need of the community or group
organising the society,

C. elimination of middlemen from the business,

D, financial and sodial status of the members willing to become
founderymembers and who would join later on,

E., extent of government assistance available, and
F. other relevant factors.

14, It is not denying 'the fact that cooperative societies are organised to
satisfy the needs of a particular group which is willihg to‘b’e
united and undertake social and econdémic obligations, Similarly,
consumer cooperatives are organised to provide several services
to their members including provision of those commodities which
are in short supply. GConsumer 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 community and ultimately of the country as a whole, the

consumer cooperative movement needs to be expanded.
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The Seminar felt that in. order to expand the movement to serve a useful
purpose, proper ed;;:ation 'arllrd training‘should be provided to the members
and employeces ;rbrld.ng to acl;ieve this goal. I,n‘Iraz;. such education and
training fac:‘.l:j.ties are provided at present by the Central Cooperative
Orgénisation of Iran, The Central Orgenisation, like other such
organfisations, has beén organising 'épecial, training courses for the
officef.‘:?j"and ‘workers engaged in thé work oi‘"cooperative movement.,

' The Seminar therefore felt that efforts should be mede to organise

gonsuner cooperative federations in the co{intry which could undertake
such tasks éxtensively throughout the countr}. This Consumer Federation

could then undertake special responsibility of training employees and

workers of consumer cooperatives in the following manner :

Ao by arranging specialised training programmes for the employees
of ¢onsumer cooperatives (short temm courses - practice oriented).

B. by providing special training programmes on’manag‘em.ent,_ acéounting,
auditing ete,

C. by providing assistance in educating people as to how to organise
consumer cooperatives,

D. by helping in strengthening the applicability of cooperative
principles and practices in the country.

15. The Seminar, which was attended by senior persons who control the

activities of consumer cooperatives-in several parts of Iran, considering

"

the importance of training programmes in cooperative movement,
recommended the following

A. Education in cooperation should be.imparted right from the primary
schools to the university level. This education in cooperative
prineiples should be combined with practical part by way of
enabling the students to organise and operate school and university
cooperative organisations, like consumer .stores,

B,~ In order to spread'the cooperative ed;lcation and training programmes
in a larger area and to cover more and more ~ people, efforts
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should be made to make fullest possible use of the existing
communication media like the radio, TV, press, books and other
publicity material, Such efforts are being made in Iran but
on a rather limited scale., These efforts need to be.
intensified,. o

C. Members of the Revolution Corps and the classes of National
Committee for world wide combat ggainst illiteracy be used
extensively for guiding the people to form and operate
cooperative societies.

D. GCooperative training for members of cooperative societies
could be done in the form of study circles or study groups.
A1l efforts congerning training and education should be made
within the folds of the consumer cooperative federations,

E. Arrangements should be made for the members of cooperative
societies to enable them to visit successful cooperative
societies and let them learn advanced techniques and the
secret of their success,

F. The Seminar recommended that until such time when the consumer
cooperative alliance are fit enough to undertake these
activities, the Central Cooperative Organisation should
continue to render these services, Already such a lead given

by the Central Orgenisations has been welcomed by the Movement
in the country.

A number of cooperative societies had unfortunately failed in

giving prOp.er services to their membersy This failure has led

a number of members and others to believe that cooperatives are

not helpful which means they have lost confidence in the cooperative
movement.,

In order to restore that confidence and also to enable the coopera-
tives to render useful services to their members, the Seminar opined
as under :

A. Encourage the members to purchase additional shares.

B.” Educate the members in the principles and practices of
cooperatlon so that they understand the value of the

movement,

C. Encourage the members to purchase additional shares and the
share deposits could be made by way of instalments. Also
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the members could be ‘encouraged to make deposits with-: the #ocieties
to cultlvate in thenithé habit of small savings.,

D. Maintain sufficient reserve funds in the society.

In the management of cooperative societies in Iran, the: management ‘aspect

has not been very much attended to. ’.[he Seminar therefore recommedned that

if the socleta.es were to be effect:.ve, useful and paying toncerns, it would

be extremely necessa:ry to consider application of modern management skills

in the business transactad by the cooperative societies. Consumer

cooperat:.ves are cons:.dered as .commercial concerns and therefore they need

to be handled llke commerclal establlslunents with modern methods of manage-

ment, acéounting e"oc; With the help of introduction of ma.nagement ‘methods

and Ntechniques the societies will be successful,

The seminar considered the views presented by the lecturers so far as the

shop planning, layout and selling techniques ete., are concerned., The

seminar also noted the points brought before it by the lecturer regarding

the utility of having good salesmen who are familar with the operetion of a

cooperative consumer store,

A good shop plan, layout, merchandise display and well trained salesmen,

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

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

or expanding a consumer cooperative store,

The seminar therefore recommended that :

A, A eonsumer store should have a good location and layout,

By It should have good merchandise display.

Ce It should have goBd 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.
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E;, It sﬁo'{ild'have an assortment ma'tching with the customers purchasing
powers and demands,

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

The seminar felt that in order -fo implement modern nethods with regard to
fetai.ling, the sooietiés had to get proper assistance from a central body.
A Consumer Cooperative Federation could on a national level take up activi-
ties relate:i to consultancy sérvice within the fields of sales management,
Personnel Management as well as Financial Manggement

inventory management, The activities of the National Federation could be
further extended to cover even wholesaling and later on production.

The Seminar felt that the recommendations made by it, if, implemented, would

go a long way in making the cooperative movement of Iran successful one.




11 APPENDIX

SUMMARY OF LECTURES DELIVERED LT THE SEMINAR

1. COOPERATIVE PRINCIPLES

A coopergtive sociéty should be considered as an association smong persons
 as human beings with equal status for mutual service.

It is expected 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

3. Limited interest on share capital, if any

4. Just disposal of surplus (savings)

5. Provigion of cooperative education

6. Cooperation among cooperatives.

These principles deal with the social, economic, moral and educational

aspects of cooperative movement.

2. ROLE OF CONSUMER CQOPERATIVES 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 goéds, misleading‘advertising. The consumer is not prepared to face all
these broblems as he is either ignorant or not conscious about them. Even if a
section of censumer is not conscious, it is not organised enough to take any
effective action, the consumer is not well-informed about the goods and seryices

available in the market. Finally, he is not conscious of the need of household



12
budgeting and making savings. 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 Teheran. 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 services they never rendered. The
lists of middlemén 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 p}oduoe 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 educétional 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 aéfiliated
organisations to proéote greater enlightenment of consumers and more effectivl
protection of their interests include efforts to influence the legislative and

administrative measures of government as well as the opinions, attitudes, and

P

policies, of national cooperative movements. For example, the consumer cooperatij
movement in Sweden has a national cooperative union and wholesale society. It
undertakes various measures for consumer protectior through its various
departments. Some of tHe measures are given below :

1. Test kitchen for testing foods, kitchen equipment

é. Textile lgboratory to tes% cooperative products and give standard marks

3., Food laboratory to test mfat etc. to give standard marks

4. Consumer information departments.
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In addition each big departmental store has information department. The
government of Sweden also has sponsored national level institutions for
consumer protection ard information. These institutions are iﬂdepen&ent,
although they are financed partly by the government and partly by the coopera-
tives.and private enterprises. The Swedish housewives take keen interest in
consumer education and give active support to various protection measures.

To protect the consumers-in Iran effectively, "the consumer cooperative
movement has to take initiative &f course, through efficient business service,
education for its members and other consumers, consﬁmer cooperatives can make
an effective contribution towaids consumer protection. They should develop a
strategy of consumer protection, and implement it with the help of relevant
agencies. Some of these agencies are :

1l. Government departments

2., Municipalities

3. Social organisations, e.g. consumer assoclations, women organlsatlons etc.
. Trade Unions, professional associations
. Research institutions and standardisation institutions

« Bducational institutions
« Mass media, such as press, radio, TV

~N N\~

»
Nevertheless, the consumer cooperatives have 1o first improve their

business and service to consumers and win their confideﬂég. ‘Tt is necessary
to organise a national federation of consumer cooperatives in Iran which should
help these cooperatives in business, supply, educational, consultancy, and
other metters related to consumer protection and welfare.

It sbould also shoulder the responsibility of consumer protection throwgh
developing healthy public Opl ion on consumer questlons. The consumer
cooperatives sheuld also initiate formation of consumer councils at different

levels with thé help of enlightened citizens, welfare organisations and relevant

government departments.
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3. SIZE AND STRUCTURE OF CONSUMER COOPERATIVE

The lecturer dealt with the economic implicatigns 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 5 will make it
possible to have a full fledged department dealing with matters relating to
member education and mewmbership relations. So even from the democratic pgint 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 seminar discussed the possibilities to implement large societies in
Jran .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 1arée society is that»smail‘éocieties in
a city should B ecomenembers of a consumer cooperative union in the same area.
However, in the long term the seminar péinted 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 lé%er on converted into a larger society
wi;h many branches.

4. -PARLIAMENTARY STRUCTURE IN THE CONSUMER COOPERATIVE SOCIETIES

At present there are no national level cooperative organisations in the
s/
field of consumer cooperation in Iran. Also there is no comprehensive cooperativd
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 parliamentary structure of cooperatives at
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different levels. It is hoped that the Cooperative Movement will be consolide?ed
under different national level organisations which would be as follows:

National Federation éf Agricultural Cooperativés )

National Fedsration of Consumef Gooperatives

Netional Cooperative Service Organisations

The provision of indirect democracy would also be made in the new
Cooperati%e Law. ‘

The parliamentary structure of consumer cooperative socleties 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. This 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
directors 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.

DI T REPRES NG
I STRICT REPRESENTATIVES MEETING —3

T -

GENERAL BODY MEETING

s

BOARD OF MANAGEMENT

AUDITORS

t

SUB-COMMITTEE

SUB~COMMITTEE

SUB-COMMITTEE -

[ = Elected. = FPaid Employees.
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5. ORGANISATION, ACTIVITIES AND OBJECTIVES OF A NATIONAL
CONSUMER _COOPERATIVE FEDERATION/UNION

The lecturer stressed the importance of strong national bodies and stated
that this was probably the best way for achieving coordination to strengthen
the consumer cooperative societies resulting in the consumer cooperatives
making a real impact on the 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, () 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. Thro&gh 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
pro%ection, member education, leadership development etc. are several other
important. functions as these aspects have to be tackled at a natiogal level as
well as at the_society level. The various methods for staff training as well
as member cducation could be such as correspondence courses, class room training,
study circles; (e) financial assistance and servicec 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 %he consumer
cooperative societies all over Iran Yin one way or another should be affiliated

to one national body which would offer all the above mentioned facilities to

membsers,
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6. SHOP PLANNING

The importance of decision meking in establishing a retail outlet is today
too often neglected. The management is not aware of the long term igplidations
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, théir purchasing power and increasing consumption and changes in
money value into consideration. The transportation and communication system within
the area concerned is alsoz§;ry important factor which affects the feasibility
studye.

| The feasibility study should give the previous trends in development (5 ‘years
or so) ané the development expected at least five years zhead.

The feasigility shall be followed by an analysis so far as the location of
the retail outlet is gancerned..~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 alloca;ion of space required both far 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. When allocating the space, it should be kept in mind that
future expansion could be possible and théreiore the building should be planned
and constructed in such a way that necessary seliing 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 budget gives the management an indication of the advantages and
disadvantages in constructing their own building or renting the pfemises. 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 cnlyme year but the years to come as a positive economic
result of an investment will probably come after approximately two years of the

operation of the store.

7. SUPER MARKET ORGANISATTION

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 itrade 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
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 plamning, and techniques of effective salesmanship. They
also pointed out the necessity of having advice from a national body in matters
related to planning and running as well as financing ofthese retail units as
the managers of the consumer societies do not have sufficient knowledge about
this new tjpe of retail gutlets.

8. TECHNIQUES OF EFFECTIVE SALESMANSHTP

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 particular 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 cogperatiVes have to be business
oriented, apd have to compe%e with the private sector on more or less equal
terms using effective techniques of salesmanship and other managerial tools etc.
The lécture dealt with the various matters as to how to create a good
imsge of the consumer cooperative stores, in the minds of members gnd 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 I

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;1kd) the main
discussions was however around the various sales promotion techniques such as
systematic planning of sales éptivities according to the1§aiious'0ccasions during
the year snd also the various types of advgrtising 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 (trizks, slogans
and subjective ﬁessages). An example of how such an integrated sales promotion
activity could be implemented in a store was also described; (e) the lecture also

dealt with the customers complaints and the necessity aﬁd means of evaluation



20

of the sales performance so as to avoid reretition of mistakes and improve the
sales techniques.

The seminar stressed on the importance of implementing the above indicated
tecgniques of effective é;lesmanship-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, hbweve;,
felt that better sales promotion activities could be undertaken already now among
the members and afterwards when the societies open theif stores to the general
public and hgve to compete with the private traders on equal terms, the sales
promotibn activities shéuld be extended to attract the general public to the

stores.

9. MEMBER EDUCATION

The main ﬁurpose of cooperative member education is to improve the personality
of members so that they acquire useful knowledge and participate more effectively
in the affairs of their cooperative organisations. They develop leadership
qualitiesand team sp%rit.

The local cooperatives should undertake educational programmes for its

members and prospective members.

Educational methods

Different typeé of educational methods were suggested. Some of them were:
1. Lectures, training Ql;sses.

2. Group discussions,.study circles

3. Demonstrative g study tours

4. Publications and journals

5e Films,‘raaio and other audio visual aids

6. Information service abou} goods and .services for members. and consumers
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T. Educational adver%ising

Special programmes should be develdped for education of different categories
of members e.g. office bearers, board of directors, active members, women and
youth, school gbing children.

The programme should keep in view the aims of consumers 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 verious 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
adéquate funds for member education and leadership development. These local
societies shéuid receive support from wholesale societies and cooperative unions
and the government in implementing their educational programmes.

The seminaf appreciated fhe educational and welfare work being carried out
by volunteers of (a) literacy corps, (ii) health corps.

Although many of these volunteers have beern assisting in cooperative work,
yet a more specialiséd approach was considered necessa?y for spreading coeperative
idea—among the public and assisting local cooperatives in their cooperative
education and business tasks. It was therefore reéommended that a special
‘cooperative corps’ should immediately.bé organised to work in iural areas and
where nécessary in towns for promotion of cooperative education with the help of
local cooperatives. The graduates having specialisation in cooperation, economics,
oommerc% and other social sciences should be preferred for the cooperative corps.
It was hbped that the special corps will strengthen the hands of other corps.

The Centrgl 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 Tmperial Majesty Shah Reza Arya Mehr Shehansha of Iran with



the help of his people and the cooperative movement.

10. PERSONNEL MANAGEMENT AND TRAINING

In running a consumer cooperative society, the most important investiment
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
apd 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
cooperativé society. However, matters relating to personnel managing and training.
have too often been neglected by the management resulting into, low morale, low
turnover of the seciety snd ineffeetive services to the members. Therefore, it
is of great importance that the managemeLt in a consumer cooperative society has
to be more employée-oriehﬁed. 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 qualificétions 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- their
redressal, and (k) termination of employment.

The seminar felt that the relations between fhe:employees and the management
of a constmer cooperativé should be as cordial as possible resulting in effective

sales and good services to the members. The seminar stressed Qpe importance of

.

proper induction and training in the business lines as well as in the cooperative

principles and practices objectiveg and targefs of the society.
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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
thgrefore 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 étressed 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 empieyees to put im
better performance and this incentive pay should be given based on the employees®
performanoe. The incentive pay should be based on certain productivity norms.

Grievances should be redressed gquickly according to the laid down code of
conducte. The seminar stressed the importance of creating a grievance committee
or a staff council as a suitable forum for the employees for redressing grievance
and discussing matters of mutual interest with the management. |

The semiﬁar 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 cocperative store.

As matters related to personnel management and traiqing are of national
interest for the consumers the seminar felt thet 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

\
staff plénning, recruitment and induction, salaries and welfare, communication,
redressal of gﬁievance etc. could also be given by such a national body to the

consumer stores.



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 maximisé their sturplus by increased
turnover. This policy would help cooperative in getting the increased surplus
and lower prices for the cunsumers. 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
the hands of[irained hanager.. The cooperatives should also have full independence
in formulating their pricing and other policies.

12. STOCK TAKING AND STOCK CONTROL

<

The lecture dealt with two systems of stock control, Unit control and
value control systemgr 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 for 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 should treat
1eakag§/shortage of goods within a “ixej 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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simple ~nd usefu} method for stock-taking and partly also the various ways
and meons pf reducing leakage/shnrtage.

The seminar discussed with great interest the varisus stock control system
rnd cgreed that in a large society the valuwe control system would be the future
system. The seminar also suggested that scome part of the leakage/shortage should
be treated as an expenditure 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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PLRSONNEL MANAGEMENT AND TRAINING
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When one 1s 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 using similar machinery and select the machinery
suitable to its requirements. When 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 machinéry in the factory so -
as to get the rlght flow of 'goods for productlon. After the machinery is
installed, it is to be 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 of the factory wants to be absolutely sure that the
machinery installed is suitable and that it is f£it for achieving maximum
productlon. To work out a scheme as mentioned above is of course a very
heavy task, but in this case we are dealing with machinery whose reaction
and behaviour in given conditions can be easily known.

However, in retail business we cannot make use of the machinery to the
game extent as in a factory, 'as retall 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 staff cost is about 40 to 50 -per cent of the total costs which more
or less remain’’ constant w1th no possibility of decrease even in future.

. - Ve .« It is extremely difficult to
mechanlse rétail bus1ness to the same degree as in a factory. In view of
the extreme 1mportance of the human element involved in retail - - -
bu31nees, it is necessary that the management ‘takes keen interest in
matters relating to personnel management such as job description, work
organisation, recruitment, induction, training, commurtication, redressal of
grievances and various motlvatlon factors, etcs

I am gorry to wsay that I have ‘of ten found, during ty visits to various
consumer cooperative societieg in the Region, that matters relating to
personnel management are more or less neglected resulting in, among other
things, the following conséquences :
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i) the employees are more‘or less completely indifferent to the
objectives and goals of the society ;

ii) The hanagement does not know very much about the employees’
expectations and the employees do not know much about the mansgement's
expectations; .

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

iv) rewards and incentives and very often security of job and promotion
prospects, etc., are things which are mostly absent;

v).‘Indudtion of employees in a new job 1s something which is often
unknown. and the new employee: is often asked to take over the
responsibility for stocks worth Rs. 50,000 or more withéut any:
prior tralnlng or brleflng

vi) training facilities-are too often completely ‘absent and -the
‘manggement is oTten reluctant to provide training for fear of
trained employéces leav1ng their societies after receiving
training. .

vii) Commdnicatibh between the employees ‘and the management.ie more or
less absent, and if at all there is any:.communication, it is mostly
‘A one-way communication from the'management to the employees. .

Another important factor is that it very often happens that a society
has been over<staffed from the very beginning resulting in retrenchment of
approximately 25 per cent or so of the- employees subsequently. Such a
high turnover of employees will of course affect the services to the
customers as well ‘ag-thie relationship bétween the employees and the
management and alsd éreates apprehension in .the'minds of the employees
regarding security of job. In' order to be ‘able to overcome these problems
and to establish a successful Cooperative Moverent, the management must
change its present policiles vith regard to personnel management and
training ard adopt a more emplqyee—orlented personnel policy. There must
be somebody 1n charge of this vetly 1mportant area of management,

The follow1ngadef1n1tlon tell’s what peruonnel management is about :

"Personnel management is that part of management which is
concerned rith people at work and with their relationships
within an enterprise. It applies-.not only to industry..and
commerce, but“to all fields of employment,"

"Personnel managanent aims to 'achieve both efficiency and
Justlce, neither of which can beé pursued suceessfully without
the other."
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"It seeks to bring together and develop into an effective
organisation the men and women who meke 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 Pérsonnel Management, London)

EXPECTATIONS AND MOTIVATIONS

The employees as well as the management have expectations from each
other and it is of -utmost 1mportance that the employer as well as the
employees are aware of the varicus expectations go that sufficient motlvatlng
factors can be created so as to achieve maximum utilisation of the society's
resources, Such expectations are, among others,

from the cmployer :

1. A number of employees adequate to the needs of the business.
2. Steady, preductive employees with discipline and good work habits.
3. Low salary costs and high turnover per full-time employec,

4i Employees 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 soclety.

from the epployees @

1. PFair compensation (salaries and incentives) and reasonablé working hours.
2. Security of employment. (Permanent work, free of worries of insecurity).
3. Good working conditions, (safe, healthy, etc.)

L+ 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 policles and procedures of the
society 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 will breed 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.
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The various motivation factors that stimulate employees to do their
very best -gnd also to give them a stake in the society could be among others,
the following. : ,

i) & definite duty chart; (ii) sales targets; (1ii) incentives;
iv) rewards; (v) bonus ;. (vi) establishing cf a personal rapport;
vii) listening to their grievances and. suggestions; (viii) developing
a team spirit; (ix) providing a clearly defined promotion line.

MANAGER'S PERSONAL RESPONSIBILITY IN*PERSONNEL ATMINISTRATION

The most important consideration by the Board when it defines the Manager's
responsibility for émployment, training and maintenance of staff is that
there should be almost no llmlts 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 managér must be given every 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 humen factor is involved, &and
thercfore the Mandger shall of course work in close contact with the Board
and the Sub-Committee on all staff questinns.

The Menager s duties are set down in the enclosed annexure
but broadly they are as follows :

1. The Manager should be authorlzed!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 distribntion of work among the: employees
.and to supervise that work is carried out in a satisfactory manner.
7
3, The Manager is responsible for the 1mp1ementatlon of the training
programmes as adopted by the Management. .

/e The Manager is responsible for the administration of welfare, health
and other benefits of employees, and for termination of employment
in accordance with agreed procedurns.



QUALIFICATIONS OF THE MANAGER AS PERSONNEL LEADER

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

~ He must know how to create and maintain a friendly and constructive spirit
so that the staff can work tegether in a pleasant atmosphere,

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

-~ He must try to prevent such unfavourable develomment fairly and squarely
in -time before irreparable harm can be done.

- He must posseéss gualities of 1eadersh1p and ingight in the techniques of
personnel management,

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

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 - :

l, a man of character and sound judgment,

2. enterprising and imaginative so that he can lead the business to
become a dynamic consumer cooperative society.,

3, possessing many different kinds of skills.
L. ©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 many 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
uriderstand the feelihgs of frustration among the staff members and the
Manager as well.

PERSONNEL PLANNING

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 ?
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2. What kind of basic training should they have ?
3. Where can we recruit the most suitable employees ?
4.‘ What kind of training will .theyneed ?
5. What will be the promotion lines ?
6. What salaries and incentives can we offer them ?

To stress the importance of persomnel planning, I will 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 retail trade. Two weeks before
the opening of the Super Market, the General Manager was recruited. ‘The
General Manager took over his assigmment 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 appeated on the scene, They had
recruited the other staff and tried to define their jobs etcs 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¢. OSales had dropped down.

d. the morale of the employees was extremely low.

e. The Board of Directors still continued to carry 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 yhe 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.

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

iv) Should have asked the General Manager to draw up a plan for the
operationsg of the Stores in consultation with the National Federation
and thelr consultants.

The General Manager

v) /Should have recruited all the other staff and analysed aid Jefined
thé.joks atcording to the sales estimates from the various departments
and the efficiency norms for sales per-man-day etc.
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vi) Two months in advance the staff especially the salesmen and the sales
supervisors should have joined the SQCLety and participated in the
finalisation of the working of the Super Market 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 soclety, trainlng and promotiocn
facilities etc.,

A1l this will result in that the Manager and his colleagues are feeling
jointly responsible for the mansgement 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 AND PRODUCTIVITY

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 respongibilities and powers in connection with the job
- listing materials and equipment handled on the job
- a step by step description of the work to be performed

- defining the personal gualifications necessary to £ill 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, becausc the Manager 1s 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 éolution to
reorganise the work in the shop and. employ somebody with other
qualifications than what was first considered.?

~ Perhaps the existing staff could manage the work in question, with a
revised work organisation or through just a little change in the shop
Jlayout, or with only some new equipment ?

- Perhaps it could be better to employ two part-time employees imwatead
of one full-time ?
f .
As a result of job analysis duty charts (job descriptions) are prepared
and they should fit into the organlsatlonal set-up of the 3001etV(.A set
of model job-descriptions are enclosed in appendix 1.)



PERSONNEL RECRUITMENT AND INDUCTION

Recruitment 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 within the society to enable recruitment even from within
the society. It should be clearly mentioned when recruiting to a post in the
society, that the present efiployees 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
encloge the records from school and other colleges and glso the records from
the former occupations, which shall give a picture of the appllcants
qualifications and background.

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

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

Af'ter receipt of all the applications, the Manager will scrutinise the
applicetions, grade the applicents, and choose three to five persons 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 .
- previbus 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 should be remembered that it is
not enough to check with only one reference given by the applicant. At
least two references should be contacted.

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

Be careful when assessing other people.

Be sure about wkat the assessments shall be used for

Be sure about what the assessments are based on

Dont say more than you d%re write on a paper.

*
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When assessing an applicant, find out

Does he meet w1th the requirements of the Job Analysls ?

Does he seem to be of a cooperatlve minded type ?
What does he expeet of the job and of the soc1ety ?

Does he want to meke out a career for himself within ‘the movement ?

Do the job and the society meet with his expectations ?

. 13
When .interviewing appIicants

,The first personal contact between the Manager and the new employee usually
takes placc when the 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 arrogant way, he would get nervous and the result 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 interviews. The
reason for this is that the interview might be somewhat unreliable, even
under the best of conditions. If the Manager bases his decision upon the
interview alone, he mi t be prejudiced or biased by incorrect and irrelevant
information., It is, therefore, wise to strongthen'the interview with the use
of tests in order to discover if the applicant posscsses some of the special
qualities essential for the job for which he is being recruited.

]

Véripus kinds of tests may be prqparéd by specialists of the Nationgi
Federations™ Consultants and placed 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 evdluated 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 qulckly aa possible so that the new employee is
given a reasonable time to prepare Ihimself for the new job, and so also the
society may get time to make its own arrangéments.

It is a rule of common courtesy to inform the unsuccessful applicants
that the post has been filled.

It is pragtical to keep tthe applications from qualified persons in a
special file for future openings, so that they can be invited for a fresh
interview when a vaccncy or a new post has to be filled in at a foturée date.
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Induction

As it 1s very dlfflcult to get a person who is at onceq suitable for the
job, it is recommended that the newly recruited person should be employed
on probation for a period of six months. During this probation period, the
new recruit should 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 hlS job is a very important process
and it shou*d 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 iand 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 Programme is given in appendix 3
which may be adopted with suitable variations to suit particular requlrements.

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-siged soclety, the Manager may have to entrust
the responsibility of carrying out the induction of a new employee to the
Assistant Maneger or to a senior salesman of the shop., The senlor 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 néw 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, should sit down and
discuss the performance and future possibilities of the new recruit before absorb-
ing hinm into the society's permanent staff cadre. If the new recruit's
performance has been found to be satisfactory, his emplogment 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 :frustrated and dissatisfied employees
and employers in the South-Bast Asian Region and I strongly feel that this
is on account of the failurc in formulating a proper indudtion programme
and following it up carefully. It is therefore strongly recommended that
the recruitment and induction procesges should be followed more or less on
the lines indicated in this:paper and in gppendices 2 and 3.

MERIT RATING AND PRCMOTION

Merit rating of employecs 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,
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The Manager should institute a system 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 consideted in an Employee Rating Report are, among others,
the following :

~ Efficiency

~ Pergonal appearance

~ Manners

-~ Willingness and ability to cooperate

- Attituaé to and treatment of customers

" - Knowledge of merchandise and ability to give clear and correct
information

- Energy and initiative

It is customsgry in some societ es where such annual or semi-ennual rating
gystem is used, to give the individual employee on the "career level" a
summary of the evaluation report concerning his work during the past perlod,
and invite his comments on it, The idea of this procedure is to ahow the
employee that his performance has heen 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 system of oran 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. Merite-rating, defined promotion lines linked with suitable training
facilities are the basis for the caderisation of senior level employees
within the Consumer Cooperative Movement.

TRAINING OF RMPLOYEES

The training of employees of a cooperative organisation and particularly
in a consumer cooperative society is of great importance. Irained employees
sharpen the image of a cooperative organisaticn in the minds of the members.
The cooperatlve society can function efficiently and follow the principles
of Coaperation in its business relations with customers and members.

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

i. The employee should be a helpful executive
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2. He should be a person believing in self-help
3. He should be able to lead effectively

-

A He“should be a good and effective salesman
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 representatlve of the movement with good
knowledge of cooperative principles and practices.

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 thing but it is not enough. It must be
stimulated and supplemented by organized training, Such organized training
is internal as well as external. 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
1mplemented.

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 functlons of the various
sectors of the society etcs .

Staff meetings are another important medium of internal training,
and at the staff meetings the Manager, the Board members, the 1nternal
auditors, etcs can discuss various matters and invite the staff's opinion
and contributions to the solutions of %the matterses ThlS is also a good way
of getting the employees féeling involved in the society s business.

The external training must suit the individual employee, External
staff courses could be organised jointly with other socleties and/or with
the Cooperative Union/Gollege.

The Cooperative Union could also together w1th the Cooperative College
cstablish a Correspondence School, so that every employee within the whole
movement can get that knowledge he or she needs for the daily work, and for
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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,

SALARY AND SOCIAL WELFARE'

The most important motivation factor for an employee to do a good job
is to give him an attractive salary which should be linked partly with 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 least big enough tc meet his normal requirements. Therefore, the societies
must pay at least a salary as fixed in the agreement between the staff s trade
union (or the "market rate" if that is higher). PFurthermore, the society
ought to have a supplementary incentive salary system which makes it possible
for the employees to.earn more than the ordinary selary, 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 who are given high salaries ang 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.goeod job. ’

Welfarée service

Social Sscurity Laws offer very often some protection to all citizens
irrespective of source and size of income; and even if such public or semi-
public measurcs arc developed, there arc -still scope and need for quite a
number of various sérvices 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 public 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 i's interested because he wants as high a degree of safety and
security as he can get.
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Different kinds of welfate 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 employees may get into various kinds of domestic problems, causing
them congiderable personal worry which naturally affects their efficiency
in the society's business. The Manasger should try 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.

COMMUNICATION

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-members, and as such know the
customar® demands, their likes and dislikes, their taste§ée_ﬂhe nanagement

should therefore make use of this knowledge of the. employees for the benefit

of the soclety., It is also a psychological factor saying "if the employees

feel invclved in the 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 mahagement have had weekly meetings with the employees

in which they have discussed the various problems of the society' s business,

and in this soclety, business has been extremely good while in other societies

where communication has been more or less compﬂe%ely absent, the merale of

the employees was very low, and the atmosphere in -the societies was not.

very good resulting in frustrated employees and low sales and dissatisfied

customers-menbers. .

-~

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 managgment 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 job. '

REDRESSING OF GRIEVANGES

In a consumer cooperative society where often many employees of different
temperaments and -customs work together, .1t is possible to have clashes of
interests among the employees as well as between the employees and the
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management., Many managers 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 Commitise 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 will 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 FMPLOYMENT

Employees may leave the service of the society for several reasons and
in several ways. They may end their employment by voluntary resignation,
by honourable discharge because of fluctuations in business or by discharge
on account 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
marager and the Board to see, that the person leaving the society after a
period of satisfactory service is helped to find satisfactory employment
elsewhere mnd to start in a fresh job with good certificates from the
soclety. The records should show the reasons why the employee's services
were dispensed with.

A discharge 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 perscnal conduct can, in most cases, be traced back to neglect
in the original selection, in wrong placement of the employee, in defective
training, or in insufficient follow-up etec,

If the Manager had heen & good Personnel Man -  before and during the
employment of the dismissed person, the discharge would perhaps not have been
necessary.

A person yho has been discharged on account of unsatisfactory performance
shotld normally be not given a certificate that will enable him to continue
in cooperative service elsewhere, Exceptions mey however, occur.
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A1l cases of discharge should be dealt with and decided by the Mansger
in consultation with the Board. In reviewing the case, the management should
try to flnd out whether the circumstances indicate weaknesses in recrultment
job induction, chocking and contrcl systems or other aspects of management,
If such weaknesses are found the management must see that steps are taken
to 1mprove the conditions,

S UM M ARY

One can understand that personnel management and training is of extreme
importance for consumer cooperdtive societies where the human being is such
an important tool.: It is therefore important that matters relating to
personnel have to' be handled with care and tact so as to create an employee-
oriented atmosphere resulting in that the whole 50c1etyzbecom1ng customer- /fia
oriented,

To lay down these procedures‘and techniques used in personnel manggement
is a very challenging snd tough JOb ‘which, if possible, should be dealt with
in consultation with the National' Federatlon which should have a consultancy
department dealing with matters concerning planning, recruitment, induction,
training, ectc. of employees, If the personnel management could be handled
on d national level a skilled staff cadre could be created (staff pool)
which should be a good source for the Board of Directors in the various
sociéties when recruiting managers and other senior employees, Such a
joint action will give strength to the Consumer Cooperatives as this will
help ‘create their swm consumer cocperative labour market full of employees
interested in giving their best to reach higher positions, and at the same
time, give the best possible service to the customers-members. *
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JOB DESCRIPTION , 7
BRANCH MANAGER

Place in the Organisational Structure

Placed direct under the saleés manager,

Respongibility -~ authorities:

He is responsible for the entire activities of the Branch and also for
achieving the targets in the gpproved budget.

He is authorised to take decisiong in matters conceming the day-to-dgy running
of the store which makes’it possible for him to achieve the targets,

He will observe and function within the framework decided by the man agement,
and. observe all laws, rules and directions issued by public authority in
respect of retail distribution of goods.

Duties:

‘Personnel Policy - Within the framework of the personnel policy
: laid down by the management, adopt such practices
“which inspire teamspirit and good regults,

Work-erganisation - Supervise and instruct the staff in their
work according totheir duties, He will be
respongible tc allot the work to the persomnel
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
recommend their increments, confirmatim ete,

- In collaborgbion with the section mansgers,
work out plans for the staff working hours,

- Keep record of employees of his store,

Training - He is responsible to: 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,

Recruitment/Termination - Recommend recruitment, transfer, promotion,
and termingtion of employees,

Management, meetings - Arrange weekly meetings with the section
managers and other officers and at these

meetings discuss matters concerning management
of the store,



St aff meetings
Supervising the staff

Staff purchanges

Stock~t aking
Budgeting

Budget Evaluatiom

Ordering

Buying

Assortment

Leakage ~

Pricing

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

Supervisée that imstructions, rules and regulations are

observed by all employees,

He' Ls. responsible to see that the staff when making

their om purchases are follow:Lng the procedures
laid down,

He is responsible for organisation and coordination
of stock-taking,

Work out budgets eccording to ingtructions from Heady

‘Office in collaboration with the Section Managers,

Informing the people concerned aboutbhe results’
achieved, deviation from the budget and discuss thesgg
with the-Section Managers.

Superwise that the ordering of goods takes place
according to worked out routines and alsoO assess
the'quantity of goods isswed to various sections,

Supervise that goods are bought fram sources
approved by the management.,

In collaboration with the Head Of'fice decide about
the suitable assortment for the branch.

Supervige that the Branch is working within the
framework ‘regording assortment, stock value, turnovepl
of gtock and that the assortment is kept up~to-date
ard 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.

Décide in matters concering pricing and supervise
that the price fixed is in accordance with the™
Head Office intention,

Collect the basic information for the preparatim
of‘sales promotion plan, from the Section Managers
and in collaboration with the Sales Promotion
Menager work out a sales promotion plan for the
Branch,

He is responsible to sec that the planned activities
are implemented in his branch in collaboration with
the employces of the Sales Promotion Department,

Supervise the result of previous activities,



Space Utilisatiom

Control

Market

P.R,Contracts

Financial Powers
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Planning of the space needed for various departments
of various seasons and also changes. in the location
of departments, comodity groups eté, and also the
utilization of equipments, furniture and fixtures.,

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

Supervise the stores’ operational area end the
development within the, area (cmpetltors, customers,
etc.)

Wetch the campetitors’ wey of marketing thelr goods
and stores,

In collaborabion with tleHead Office get in touch
with press and other organisations, elected
members, municipal authorities etc, and inform
them about -the activities of the store.

Keep in touch with Customer complaints,

He will be authorised to approve payments upto
Rs.50 at a time for genecral 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 DESGRIPTION 4

SECTION MAN AGER

Placein the organisational gtructure:

Placed direct under the Manager of the Branch and is bound to follow his
directions, He is also bound to follow the directions of the Assistant Manager
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 Qrganisational styucture,

Responsibilities - Juthorities
Section Manager is responsible for the "duties" mantioned in this statement
and he 1s also respon51ble to see that the approved budgets are followed,

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

Personnel Management - Distribute, instruct and supervise the empoyees
in their work and check that the duties of the
Sales Assistant are done according to the worked
out job description and work organisation,

- Stimulate them to good perfomance and a good
team—-splrlt

- . Supervise that the skaff treet the customers in a
polite way and also see that they try to do thelr
very best for the customers,

- To discuss snd make recommendgtions to the Breanch
Manager concerning necessary changes in the staff
composition and . the duties of the staff,

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

Evaluating of Budgets -~ 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 dlscussed and Qecided
at the meeting,

Assortment - He is bound to supervise the assortment and give
recommendations to the Branch Manager concerning
changes,

¢

Storing - He is responsible to sec that the sbock-in-trade arf
wp~to-date and that the worked out procedures are
followed concerning stock value, speed of stock et¢



Buying Ordering

Arrival Control

Pricing

»
Sales Management

Goods Display -

Personnel Management
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Order the goods as per worked out routines and
worked out time schedules,

Supervise that the geods arc bought from sources
approved by the Head Office,

Supervise that the arrivel 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 basicinformation
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 activitiegh
for the Branch,

He is responsible to see that the planned activities
are implemented on his section in collgboration with
the Branch Manager and the employees of the Sales
Promotion Department, He is also responsible to see
that the sales assistants are taking active part

in the salés promotion activities of the department.

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

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

Supervise that the staff when making their owm
purchases are following the worked out procedure,

In collaboration with the Branch Manager work out

budget concerning staff and labour costs and within
this framework adjust the need of staff according

to the work loads.

Grant casual léave and short leave to the staff,
give his dssessment 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) Time Schedule, ,(iii) Drawing
of the Department showing the areas of responsibility.,




Staff Information

Control

Stock-t aking

Leakage

Claim for Compensabtion

Cleaning
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Work out plans and statements for the staff’s
working hours, working dagys and holidayss The
approval of these has to be taken from the Branch
Meanager,

Arrange weekly staff meetings and provide informa-
tion concerning sales, costs, results, assortment,
new commodities, sales plans, sales promotion plans
and how to implement these plamns in the section, work
out various targets in collaboration with the staff,
staff rules and regulations etc,

Supepvise that t he staff is following the various
instructions and the staff rules and regulations,

Organise and check the stock taking of the departmen

Responsible to see that the staff is following worke
out instructions concerning shop lifters, Ensure
that the leakage is kept to the minimum and in no
cage exceeds the limit fixed by the management,

He will also be responsible for the stocks.

Responsible for the furniture, fixbures and equipmen
used in the department and that they are taken
well care of,

The claim for compensation from customers or exchang
‘or goods shall be handled by the Section Maneager.

It should be handled properly, This is to
remember that the store’s goodwill can very easily
be spoiled if these things are not handled with
care,

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

To gcrutinize the sales performance during the
sales planned period and work out statements

for the sales of various goods, new articles etc,
Work out written 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 will work out a total "evaluation of
sales performance, for the whole store,

13
He is responsible to see that the cleaning of the
department is done in a proper way.



JOB DESCRIPTION

SECTION MM AGER BRANCH STORE (SMBS)

Place in the Organisational Structure

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

The Section Manager Branch Store is authorised todirect staff placed under him
in the orgenisational structure,

Respongibilities ~ Authopities

He is responsible for the duties stated under "Duties" in this statement,
He is also authorized to take decisions in matters comcerning the stated duties,

He is bound to work within the fremework and regulations decided by the Branch

Manager,
Duties

Personnel Management

Budgeting

Arrival Control

Price Marking

Delivery of goods
from store to, salesmen

Distribute, instruct and supervise the employees

- under him in their work and check that the dutics

are performed according to worked out job-descrip-
tions and work organisation,

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

Responsible for checking the bulk goods received

.against the Purchase orders/challans,

Responsible for quentity comtrol, 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
retall price, Also to gee that the price is marked
at a special place and also .date of delivery,

Collect- the orders fram the Section Menagers
according to worked out time schedules,

Gollecting the goods in the store and transport
it-to their place at the sales department,



Section Manager, Branch

Store (contd, )

Arranging of goods
in the store room

Leakage

Returning/Compensation
Empties
Stationery

Time of delivery

Personnel Management

Staff Information

Basponsible to see that the Section Manager is

~informed” about the goods delivered.

Regponsible .Q see that.the.goods in the store
room are kept in good order and that dirt and
dust are kept- awey by the staff of the store,

The goods in the store room should be located
after a worked out plan based on, (i) internal
trensportation, ‘ (ii) commodity grcups, and

(iii) the location of goods in the sales department

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

Responsible for the fumiture, fixtures and
other equipment used in the store and that they
are taken well care of,

Responsible for returning of goods and claiming of
compensgbion according to worked out procedures
and agreement s,

Responsible to see that the empties are taken care
of according to worked out instructions and that

_they are properly stored and returned/sold,

Requigition of stationery such as paper bags,
paper. roles etc, and storing of such common
mgterial for the Branch,

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

Work out plans and statements for the staff working
hours, working ddys 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
concerning sales, costs, results, sales planning,
rules’ and regulations, and how to improve the
funetioning of the store etec,



Section Manager,

Branch

Store -{contd, )

Stock taking

Con’ffrol

Sales Plamning

€leaning

Organlse and check the stock taking of the
department gty s #an

Respons1ble t0 see that the staff is following
worked out mstructlons, rules and regulations,

FEnsure end be responsn,ble for any shortages or
pilferage in the store, -

Participating in the decision of the "Sales and
Public relations dvtivities" and have to collaborate
with the section man#gers and branch manager in
matters concerning procurement of goods,

He is responsible t0 see that the cleaning of the
store is done in a proper wgy.

pewe



JOB DESCRIPTION

SALES  ASSTSTANT

Place in the Organisationagl Structure

Placed under the Section Manager direct end is bound to follow his directioms,

Respon sibilities ~ Autl}orit ies,

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

He/she is bound towork within the framework and regulations decided by the
Menager of the store,

Duties

Selling - Selling of goods end contact with the customers
and if needed his /her selling shall bé enlarged
to neighbouring sectios/departments,

Ordering - Order the goods at the fixed time, prepare and
send the indent through the Section Manager who
ghall check the quantities indented,

Arrival Control - Check quality, quantity, price marking and
registering of the goods according to the delivery
note,

Storing - Inform the sectiom manager about the need to

take measures for clearing some kind of goods,

- Filling up the goods in the shelves and racks
and check at the .same time that the goods are
price marked and in good order,

Display of goods - Before filling up the goods, the selegman ghall
clean the shelves and racks and always keep the
dugt away. The goods shall be displayed end
the "finish" of the racks and shelves shall be
done according to the instructions from the
Section Manager in collaboration with the Sales
Promotion Manager and the staff employed at the
Sales Promotion Department,

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



Sales Assistant (contd)

-  The salés assistant is responsible to keep the
arca for which 'He/She is responsible, according to
the "drawing'* in good order and keep the dirt
and dust away,

- If gecods are damaged it should gb_once be removed
from the sales area and re-packed by the salesmen,
If even the quality is not fair the goods should
be returned or credited and thrown away or’
"clearingt "sold", Decisions of the three last
alterngtives have to be taken by the Section
Manager as per procedure to be laid down by the
Management,

Price Marking - The sales assistant shall 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 promotion
department according to worked out routines,

Price changes - The salesman shall on 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,. The section manager has to sign the price
changes statement and after that these statements
have to be countersigned by the Branch Manager,

Claim for compensation or exchange shall always be
handled by the Section Manager and thereforethe
Salcsmen shall always keep the customer in touch
with the Section Manager in these matters, This
contact wild be arranged in a polite way because
the store’s goodwill can very easily be spoiled,

Clgim for Compensation

Control ' - The salesman shall try to prevent shop-lifting
and report amy shortages to the Section Manager
immedigtely,

- If shop~}ifting is discovered these things shall
be handled according to procedure laid down.

ee v
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JOB DESCRIPTION
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SALES PROMOTION MANAGER {SPM)

Place in. the. Qrganisational,&Stmcture

Placed direct under the Sales Manager and is bound to take directions from him,

The Sgles Pramotion Manager is authorised to direct the staff placed under him
in the organisational structure,

‘Re sponsibilit ieg - Authoritie s

The &p.leg Prémobicn ‘Manager is respomsible for the duties stated under "Dutieg!
of this statement He i's also guthorized to decide in the matters concerned.

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

Meanager,

Duties:

i

'P‘e‘r sonnel, Management

Budgseting -

“Evaluabion of Budget

Sales Plenning and N
Public Relations Plapning

Implementation of -
Seles and P,R. Plans

Distribute the work, instruct and stimulagte the staff
and also supervise that they are doing their duties
a¢cording to worked out job descripticns, work

orgenisation, time schedule and area responsibility,

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

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

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

In gollagborgtion with the Sales Manager and
Branch Managers work out monthly and half-yearly
"plans for sales and public relastions activitiest,

These plans should be approved by the Sales
‘Manager,

Respongible to see that the approved plans are
going to be implemented im collaboration with
the Branch Manager and that the following works
are dene,. by the Sgles Promotion Department,

- Decorabion of windows and other places in the
departments suitable for display.
- Arranging of demonstrations

- Arranging of other exhibitioms,
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Sales Promotion Manager (contd,)

Personnel Manégement -

- Displaying the campaign goods, new articles
end all other goods included in the sales plan
in such ways that it gives a high sales price,

- Produce and distribute leafdgts amcong the
customers. ’

- Prepare drafts and layout for advertisement
and advertise in the ncewspapers, ™Advertising
price-posters" etc,

Producing of other price placards (for the shelves
and racks ete, )

- Responsible for the furniture and fixtures and
other equipment used for sales promotion activities
end also the utilisation of them among the
department s,

~ Decorate the store and various departments with
advertisement posters etc, according to the
sales promction plan,

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

- The "Planning of sales and sales promotion
activitieg" shall also include a drawing over the
store. On this drawing the places for advertising
posters and other sales promotion activities as
well as the places where to place the campaign
goods etc. should be marked., The sales promotion
manager has to see that the activities are well
Spread over the store and coordiated between the
various department s,

- Regpcngible 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 performance should be discussed at the
monthly sales meeting and measures taken,

Participating in employment of employees.
Give permission for not more than one free day.

Work out a detailed work organisation for the
department and discuss this with the Sales Manager,
The approved work organisstion for the department
shall be noted at the "Notice Board" consisting of
(1) written work organisation, (ii) time schedule,
(iii) drawing'over the stores showing areas of
responsibility.
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Sales Promotion Manager (contd..)

S'baf'f Information -

Control . -

Cleaning of the workshop -

Lighting -

Stationery -,

Checking the competitors =

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

Arrange weekly staff heetings end give information
eoncerning sales, cosbts and other sales performance
and outcames of realised sales and public relation
plans, Also how to improve sales promotion activi-
ties ete,

Supervise that the staff is following the worked
out ingtructions and rules and regulations,

Respongible 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.

‘Respongible for the lighting of the whole store,

Responsible for ordering of stationery for the
P.R, Department from the Head Office or buying from
sources approved by the head office.

* Supervise the sales and P,R. activities deme i

by the competitors and report and discuss W¥ith
the manager if any action needs to be taken,

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

L E AN J



APPENDIX NO 2

A MODEL INTERVIEW GUIDE

Guide for interviewers

l. General advice

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 one thing at a time

Avoid directing questions

Avoid questions which can be answered by "yes" or "no"
Ask concrete questions

Put follow-up and verificati%n questions

Don"t moralize

Don't promise too much

2. Contents

Explain the purpose of the interview

Explain the objectives and aims of the Soclety

Ask the applicant about his pgééent or'the latest employment
Ask the applicant about his previous employments

Find out the reasons for change of employment

Ask the reasons for applying for this employment

Ask about the applicant's military service, if any

Ask about the achoosls and specialised courses attended by the applicant
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2 APPENDIX NO, 2

Conditions during adolescence

Present personal conditions

Hobbies

State of health

Plang for the future

Explain the tasks attached to the position applied for

Conditions of employment

Purpose

Collect ingprmation
Give information
Create confidence

Preparations

Analyse the work

Acquaint yourself with the employment form

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

Adjust the environment

Revision

Revise the material at once. Allow yourgelf plenty of time

Notice sources of. error

How do the demands oft the work agree with the person\s qualifications
concerning :

environment

- tasks
- group

employmeﬁt conditions

Which develoment is possible.




APPENDIX NO. 3

INDUCTION SCHEDULE

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 get on with your new work which will be
satlsfying to yourself and satisfactory to your associates and
the. management,

We enclogse hercwith an induction prograrme for you, which
we think you ought to know, This programme is intended to help you to
perforn your tasks efficiently and well, For this reason we have
appointed M 4....000....(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 seeeees.....(here give the name
of the organisation)

Nameonaoolcvvcnao'la Shop/Dept.."Q'Oo'oill'.ou.v.c'

Name of the Guide eecesesvecssne

First Day
I have been

informed about the system for induction
introduced to my assoclates and colleagues and to their tasks
informed about hreaks, working hours etc.

shown the staff rest room and the drawer/cupboard to keep my
personal belongings

given a set of working clothes/uniforms and have bemn informed
about thelr care

shoyn the shop s/department’s spaces
shown the staff canteen



2 APPENDIX NO. 3

I have been
taken round the shop by 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 1ifts and their use
informed about the procedure for purchases by staff members
acquainted with the firgt 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 rules for cash-accounting

.....

~ acceptance of payment

customers’ coﬁp}a@nﬁs‘
- cash counting
been informed about shop-lifting
received work {nstructions according to the work organisation

been informed of the rules for reporting sick, leave, earned
leave etc., salary system, advantages, pay-day, holidays and
oth8r matters which are set down in. the Staff Ruleg and
Regulations

received a copy of the Staff Rules and Regulations, and I have
gone through the same carefully and understood them.

been inforped -6f the objectives and goals of the society

Third Day
I have
had opportunity to put questiong about the second day's briefing

been informed about sales-targets - sales planning, department/ .
shop planning, procedurc for receiving information, (steff meetings)

been given the instruction mgnual for the department where I
work and the final repetition of the work organisation
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Third Day

I have

.been informed about the principles of placement of goods,

ordering system and the function of arrival control

been informed about the rest of the shops/department stores

of the soclety as I may be transferred to these.shops/Dept,Stores.
Fourth Day

I have been
informed about how to get knowledge about the goods and articles
informed about how to return defcctive 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 informed about the safety directions etc.

SECOND WEEK ONWARDS

I have
received running instructions and help

been informed about the society's activities and how to be a
member of the society

discussed personal behaviour and salesmanship

been informed about the Staff Club, Staff Council and their
activities

been infcrmed about the possibilities of training in the society
been informed in more detail about the society s aims and policies
been informed about the Trade Unions

beon receiving training in arrival control of goods

beeq receiving training in how to handle display of gocds

been informed about the system for keeping my department tidy
and 4n good order

got my duties and authority delegated according to the job-
description and work organisation

i
beem receiwing training in selling of articles and sales argument

spent more time in serving customers
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ONWARDS  (Contd.)

I have

pald study visits to other shops/Super Markets

studicd informetion about retailing such as merchandise display and
salegmanship,

gone on a study visit to a Production Plant

inforned the Manager about my impressions and experiences from my
first week in the shop/department,

~
informed about the training facilities which are offered to the

cnployees,
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TECHNIQUES OF EFFECTIVE SALESMANSHIP

by
Ragnar Arvidsson

Retailing of today is a very difficult and challenging task. 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 obsérving and listening to them.

Customers and potential customers of today are more well informed and

well wunderstand the various information presented to them through
different communication medias, concerning quality,‘price, assortnen%, etc.
Customers are also becoming more and more conscious of their importance
. to the retailers, and also about their rights as consumers. This has
grobably changed the market position from that of a sellers market to one
of[iuyers\ 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 ultimately 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
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ce Advertising and public relations activity in that shop
ds 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.*. The internal arrangements in the éhop
f, The salesmen and their behaviour towards customers:
People require all varieties of articles in wide ranges in quality,
but when customers go to buy a particular article, they would always like to
select and in the process surely visit various shops before they meke a
purchase., The final choice of the shop where they will make their purchase
will depend upon the 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 known 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
purchgse will be one giving an impression of exclusiveness, special
service, class, comprehensive assortment, etc.

The result is that if the customers and potential customers form good
impressions of our society or shop; they will probably make more purchases
from us. We must therefore show our distinctive characteristics. We' should
try to  convince our customers that not only we are different from our

also
competitors, but we are/better than our competitors.
We, who are éunning 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 disiinctive 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 services than in the aims and objectives of our society, and how we are
str{ving to achieve these objectives:

It will not help our society if the namg of the "cooperative" is exclusively
associated with céncepts like'"dividend", "struggle", ;Rochdale", "Cooperatiop"
or "membership",lsince these terms only indicate the objectiveé, the means

end the history and nothing about what the customers are likely to find in

our éociety/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 environment: They are not
so much interested in "membership" but they are certainly interested in the
“advgntages"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_as£ why 1 have mentioned all these things about
customers’ impressions and expectations ﬁowgrds 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 drive home the fact
that the consumer cooperatives should treat themselves as Gonéumer Business
Movement and realise that they have to compete with other competitors in the
field on more or less equal terﬁs i,e, modern management tools and modern
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 afe,
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
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papers, I will confine myself in this paper to advertising and
public relations activities, internal enviromment, and the behaviour of the
sales staff,

SHOP FRONT

As I have indicated above, the way in which the SﬁOp front presents
itself to th? outside world, and'phe manner in which it claims the attention
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 Jights) 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 peoplee

Display windows and show windows should be adequately illuminated and
decorated during evening hours and frequent changes should be made in the
display windows. 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 Watchman standing at the entrance oytside, he
should be nicely dressed in uniform 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 schared 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 carry 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 space 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-

sément and here I am reminded 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 sigh-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 AND 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 whéle of the Super Market before reaching this
depértment/seqtion. As all of you know, the margin in the food department
is very léﬁ, and tﬁereforg we must not give the best location for this departe
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 toj
this department., On the other hand, if we have a’"two or ‘three storey building,
the food department should not be located on the ground flcor as the ground
floor, from the selling point of view, is the best, Instead, we should éither
locate it in the basement if we have one, or on the first or second floor,
But ird such a case the internal communication system and transport facilities
have got to be teken into consideration.

To stress the importance of locatlon 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 cugfomer-behaviour, I found that approximately
18,000 people visited this Store each day. As the food section is located
in the best selling area on the éround 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 per cent visited the second and third floors. Only 20 per
cent went up to the fourth floor., By moving the food secfion from ground
floor to some other floor in the building -~ the food section is giving

extremely low margin and more Or less running under loss although it has an

extrémély good location =~ this section could be used as a sort of a maganet
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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 ?nd as it also make it possible for us

to present the goods in a much richer and varied way. Keeping this in mind,
we nust also study the frequency with which the average customer buys
articles from a particular group. Although we should try not to stock the
typicél 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 mos£ of the articles and there we have to pay
attention to the concentration of best selling articles within 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 unfavourable position as they probably have some difficulties to meet
the costs involved in stimulating 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

che entire selling area.
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In a self-service shop/department this way of utilising the "magnet"
is of utmost importance for in' this way the cust&mers come in contact with
the entire assorﬁneqt. So far as self-service shops/departments are concerned,
one should take care to see that goods of "impulse buying" nature are placed
at the end of the customers' §hopping tour, For, as a rule, people finish
bhying esgsential goods first according to their purchase-list and then relax
and bécome interested in goods of "impulse buying" nature,

Otﬁer factors which should be taken into consideration in locating
departments/sections and commodity groups are of course internal transport
arrangements, storage facility and possibility of exercising visual control
of goods’ so aé to prevent shop-lifting and pilfering.

DISPLAY

When displaying goods on shelves, the goods must be placed vertically so
as to give‘;s ﬁany ;rticles as possible an equal chance of being sold. The
best sel;ing 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

'
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 10
£i11 up the shelves with a whole bulk package at a time.

Colours alsé';&ay an important role in display. Goods which are in
coloured packages are naturally good sellers and the goods in coloured
packages shoﬁid be placed in such a way that the different colours qf‘
different packageé 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 absenos of price-marking on goods in a shop., COustomers always-view godas.
without pricé—tags witp suspicion, I feel sad every time I see a display of
goods whigh 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 mt
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 whicﬁ we have shop layout ang location of goods. Of course,
the choice of fixtures is also very imporéant. ’

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 groﬁps in relation to each other as the customers have probably
their own opinion aéout 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 found 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.

T 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 with

that 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

gregtest care in,orﬁer_to get customer~flow in a sales promotional way.

FURNITURE AND FIXTURES:

When commodity groups and articles have to be dfspiayed in an attractive
hanner, it is extremely important to utilise the right type of furniture ang
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 rather than the furniture or fixtures in that
department. The furniture dnd fixtures used in a department should be of
flexible and uniform types as the layout and utilisation .of furniture and
fixtures in the department/se¢tion have to be frequently changed or altered

in view of changing flashions and habits of customers, It is desirable

ﬁherefgre to have detachable elements in furnifure.

Before furniture and fixtures are bought and placed in their positions,
the Manager or tﬁe Board of Directors should bring themselves up-to-date by
studying and observing shops which have successfully used new sales
techniques in the desigriing of furniture and fixtures,

The provision of the.right-amount of furniture and equipment is an

important phase ifi the planning, and 'should be given due attention,

LIGHTING

One should create an atmosphere around various departments, 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

1]
fact, one can say that proper lighting is one of the best salesman in a shope
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If possible, one should have, in addition to the normal standard illumination,
connections for spot-lights on various places in the department/section

sO as to enable spot-lighting of particular commodity groups or displays
during differ%nt seasons. During my visits to various shops and Super Markets
in the Region, I found in majority of the shops, the lighting was either
insufficient or unsuitable, and it seemed to me that very few people in the
Region have realised the importince of lighting, In the West, societies 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 cooperative shop because of bad treatment given to him, he will
cértainly 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 the right type of employees
in our stores, ?he future prospects of the society are rather dark, as all

retall trade so far, is dependent on the human beings to a very great extent.
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SALES PROMOTION ACTIVITIES

In a retail outlet probably 80 per cent or sé of the optimum sales can be
reached through right location, assortment-price-quality, size and layout of
the shop and the salesmeq‘s behaviour., The quality of the sﬁop\s bagic
1 condition build up the sales ability, image and also.decide the number of
regulaf?puspomers and the.shop\s basicisales turnover,

To be able to aghieve 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 reasogs for these acti;ities are -
(a) There is cne group of customers who, owing to lack of adherence to a

éertain 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
sales and markét share, one must first pay attention to the characteristics
of the basic sales conditions, and then through public relaticns 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 carry & message from the
sender (the shop) to the receiver (the customer), and in order to understand

and be able to communicate this 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 very 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 sqmé 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 used by the sender and are
therefore in a position to resist the appeal made in- these messagesfin‘advertij
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

trying to partly change his strategy towards "Consumer Information", as he is

also aware of the very big possibilities of selling goods through ‘ proper
information to the customers concerning the goods,

For a c&nsumer cooperative soclety, it should be, of course, clear that
it should reach optimum sales and use the shop‘s/sooiety‘s resources in the
best possiﬁle way so as to'incr;ase sales of goods to customers and potential
custoﬁérs.“vThe cooperaﬁive éoéieties/éhoés éhoula use sales promotion activi-
ties and public relations activities and give correct informafion about goods
to the custémers. 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 cﬁstomers, the private retailers will not be slow in following suit,
and immediately switch on te similar strategy resulting in general advantages
to the customers and potential customers.

Before advertising,one has tc 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 ?

cs What should be the message ?

d. How much money am I going‘to spend on the -advertisement ?

The above indicatés that planning has to be carefully done as various ways
and means used in advertising are inteératéd with each other and also every
single aapect taken must fit into a long-term planning and image of the shop/
society,

The creative contribution of advertising corgists in findingiout which

decisions, measures and advantages will have the best effect when presented to

the public so as to achieve maximum goodwill, buying readiness dnd actual

buying by the customers and potential customers: The advertisement should act

as an engineer in a threatre thrwoing 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 emount of ﬁoney required for advertising is, to a large extent,
determined 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
gocieties and enterprises, the cost on advertising would be higher, It is a
well-known fact that an articie which is consumed more, such as essential
articles and daily necessities, need less or no advertisement to boost its

y
sales, and articles which are not consumed frequently, such as luxury articles
like motor cars, jewellery, need often extensive advertising to boost thelr
sales.

It is extremely difficdlt to assess or evaluate the contribution made by

advertisements towards sales. Even then, the trend is towards increase in
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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 advertisements 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 usefulregs is
eagy 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 should 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 trﬁed so as to achieve maximum effect for the
enti;e consumer cooperative movement and thus reduce the cost involved,at
the same time achieving the desired impacte. In fact this work could partly
be taken over by the National Consumer Cooperative Federations as it is of
importance to optimise sales within the whole consumer cooperative movement,

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
programme. Many such occasions$ present themselves automatically by looking
at the calendar. The different festivals, like the Diwali, the Christmas,
the Ide. Some other advertising campaigns can be connected with seasonal
sales of certain articles such as wocllens 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 fashion 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 materidJ
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 of 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

Buying Plans of the society as otherwise goods which are in great

be
demand during the various occasions may not/available in the shop.

/

2., Out of this Yearly Sales Plan, the shop/society should work out a more
detailed tentative monthly sales plans (charts), and if possible,
break them up 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 ;yeér, suppose we bought some seascnal 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 sﬁould guard against such situations

by: ahalysing the reasons for bad sales and keep the information for future

guidance,

(a)

(b)

(),

(d)

(e)

(£)
(g)

The purposes of the sales plan are -

to set-sales targets which will stimulate the Manager and the sales staff
to-do their best to reach the targets;

to avdoid mistaekes in buying and selling'and*po assess in advance what
type of goods could be sold during a particular period and the quantity
of goods that could be sold; .

to assess where in the shop these goods .should be placed to reach a high

turnover;

. to analyse what kind of sales promotion activities are needed to sell,

these goods and reach the estimated turnover;

to assess the requirement of personnel to handle the work involved in

meeting the increased sales as per sales plan;

to estimate the advertisement cost involved;

to introduce new articles in a systematic way.

Such 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 which particularly attract customers to the shop, days

of payment.of salaries and.wages of customers, etc., competitors’ sales
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policies,. and efforts within the business area which may attract the customery
from the outside -area,.

As 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 shoulg
invite these employees to give their ideas and comments on the tentative saleg
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.

(a) 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 duimng 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

Ve

-

customers in an intelligent tactful and polite way and absolutely not foree
the customer to buy and also .give +true and full information 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 érguments for these articles

Current 'matters concerning the shop/soc¢iety, such as matters relating
to personnel; economy, estimated turnover, work-organisation etc.

At the sales meeting both the Manager and the staff shall take and give
information,

Apprekimately 3 days be%ore the sales period starts, the shop must be
‘dressed and prepared as per the sales plan and the salesmen prepared to meet

the customers demands so as to optimise the sales.

CUSTOMERS® COMPLAINTS

Retail traders are generally ﬁesitant to entértain 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 cuéﬁomeréf
complaints and redress their grievances, One has to take all possible steps
in avoiding situations which give room for complaints from the custoﬁers.
The chief causes of complaints are, among others :

- delivery of wrong goods

~ " shortages in goods delivered

- deficiencies 'in qualities

—~ overcharges in totalling the sales

- wronk change given

~ claim that goods can be bought cheaper elsewhere

-~ service complaints.

In the cooperative society, the Shop Manager should himself deal hith

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 customer's
favour, except in such cases where it is absolutely evident that the customer
is wrong.

EVALUATION OF SALES PERFORMANCE

The techni@ue 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
'écce,bed standards for what is excellent, good, fair or poor.

The evaluation of sales performance is an important aspect of sales

management. IT must be undertaken continuously by the Manager and periodically

by the Board,

The two main questions which the Board will ask when it evaluates sales

performance are :

1. "Have the Manggcr cod the staff done their best to reach sales rssults
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 society, 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,




&,

WORKING PAPER

SHOP PLANNING

By : Mr. Ragnar Arvidsson, Joint Director
ICA Regional Office & Education Centre
43, Friends” Colony,
New Delhi.l4. India

NATIONAL SEMINAR ON CONSUMER COOPERATIVES
Teheran (Iran) May 17-29, 1969

organised jointly by

INTERNATIONAL COOPERATIVE ALLIANCE CENTRAL COOFERATIVE ORGANISATION OF
Rogional Officc & Education Centre TRAN AND SEPAH CONSUMERS COQPERATIVE
for South-East Asia SOCIETY,

43, Friends” Colony, New Delhi.l4. Teheran. Iran.



INTERNATIONAL COOPERATIVE ALLIANCE
Regional Office & Education Centre
for South-East'Asia,

43, Friends’ Colony, New Delhi.l4

pk/16th April, 1969

SHOP PLANNING

By : Mr. Ragnar Arvidsson

In a Consumer Cooperative Society, the management hag
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
‘ahd each decision is that it should be the correct one, which
means that all the available resources of the;séciety are
utilised in the best possible way (personnel, finance etec.).
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 tinme
create a vigorous and independent consumer cooperative °

society fovenent.

A decisicn 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 managerment must know which of the consequences are
desirable. The determination or fixation of the society’s
goals are of great importance so that the management can choose

the most suitable alternative of action which is in line with



the goals set by the society.

When the management has to take a decision related to
the establishment 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 immense importance that
the decision related to the above is taken systematically
and with carefulness, and that all possible altermmfives
are disoussed and analysed with a view to improve and
increase the society ‘s business and the services to the

customers/members.

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.



FE4SIBILITY 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 extremecly important task for the management, as the new
retail outlet will be to a very great extent affect the future of the
socicty ‘s performance and the services the society can offer to its members
Opening a branch without a proper feagibility 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 very
challeﬁging 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 importahce that the national federation as soon as possible discover
the importance of feasibility studies so that they could make the

necessary arrangements for undertaking 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

¢) the future planning (and proposed development) within
the area of operation.

The following information have 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 kind
of outlet one is going to establish, that geographical areas are as small
as possible in size, which will facilitate collection of detailed
information. However, it is not 6nly necessary to know the present

number of inhabitants within an area, but one must also look back, in
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time at least 5-10 years, to get an idea about its increase in
population. It istalsc necessary to see as to wiat would be the future
trend in this respect. The quection, one has to ask is whether the
increasc in the number of people will be maintained at,tﬁe last year’s
level or the increase will be affected by some other outside factors.
Perhaps, a new factory will be started within the area or a new
university etc., is to be planned. A1l these factors have to be taken
into consideration and approximate timings for each factor has to be

estimated.

Tet 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 cantomment during 1970, in 1973 and in"19757 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 1s going to take place within the area. Is that a new colony

planned or is the expansioh going to take place within the

existing colonies 2"

2. Number of members : We have already a potential of members

which we can assume will to a very great extent make the purchases from
the socicty/shop. It is therefore of immense importance to group them
in the same way as the number of inhabitants have been grouped. We can
cone to know where these members are living within the area and what

is the average nurber of members in their families. Thisg will give us
the nuwber of inhabitants which are already comnnected with the

congumer ccoperatives. 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

information.

Let us nssumc that we have 1,000 members in a society, each
member representing a family, the number of people in each family is 5,
it means that 5,000 people are connected with the consumer cooperative
movenent. If th.re are 20,000 inhabitants within the area concerned end

5,000 of the inhabitants are already, in some way or the other, connected



with the consumer cooperative movement, then we have a fixed target
group, amounting to 25% of the number of inhabitants, whose requirements

have toc be met.

3. Purchasing power : _ When we have assumed thé number of people,

the next step would be to find out their purchasing power, not only the

total purchasing power but also their purchasing power within the
various lincs 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 represénts the cross~section of the membership. They
could perhaps tell how much they and their families spent on various
types of goods during one year. This basic information could then be
converted into norms/stardards, which of cdurse have to be tested and
developed further, but it is better to have some standards to compare
ageinst when we in the future know something more about the consumption
pattern. One can also have an interview with & oroas~section 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.

4+ Increase in consumption : In areas, where the service-class lives,

the salary carners 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, orne has tc 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

incérease 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 present consumption per inhabitant plus the
increased consumption, change in money value etc., should be.converted
into stardards, 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 information for a feasibility study. We
krow the development of the inhabitants; we have an idea about the
consunption per inhabitant; we also know the number of members and
people who are already comnected 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
within the area and sub-areas, which will 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 gging to make the
purchases wiﬁhin the various lines of commodities from the same.area in
which they are living. The constmption potential tells us that they
are going to consume so much quantity of goods within the area in which
they are living, but-not where they are going to spend this money.

It will be interesting to know the retail trade within the same area



and commodity-line. However, it is an extremely difficult task and

in many countries it is more or less impossible to get this information,
but if we could collect the data concerning the total sales of each
shop within the various areas, split-up in fbod and non-féod, we could
then Eompare this with the consumption potential. For example, we
oould get the following type of information @

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% 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
consunption potential, while the non-food sales within the
central area amounts to 100-200% or 300% of the tctal
consumption potential. This information indicates that the
customers prefer to meke 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. These
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 eabove informaticn. In
more or less each country the shop-keepers have to pay sales-tax. They
héve 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 éase keep in mind that the private shop-keepers never
give correct figures of the sales turnover to the tax auﬁhorities. They
will always give information of the sales which cover 70-90% of their

real sales turnover. While making comparison, this should be kept in mind.



TRANSPORT & COMMUNICATTION 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 any
possibility of opening new bus~stands for the public. If so, where
willl 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 within the area concerned? To stress the importance of the

comnunication pattern, I would like to mention the following example:

In Indie, 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 was
removed far away from the super market, resulting in that the saleg
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 terminsl,
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 fterminal.

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 within 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 businegs 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 number 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
concerned, and

v. menbers’ total consumption potential compared with
the total consumption potential within the area.

I have also tried to assume 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 LOCATION

As all of you know, customers are bazar-minded and, as mentioned
earlier, they want to wmake their purchases of non—foo& items, to a very
great extent, from the main bazar, and purchases of food and other
daily nceds from clogse to their residences. While one is going to
establish a shop, one must take these factors into consideration. Thesge
are not the oniy factors which we have to take into consideration, but
also get the answers to, among others, the following questions :

1. How shall this retail outlet fit into the total network

of cooperative shops within the area?

2. Are these very 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. TIs it going to be a food shop dealing mainly with daily
needed items located in a smaeller 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
income groups?

8. Are thesc 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? Which 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?
13. What will happen to the reighbouring areas in future?

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

15. 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. Which 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 which we are
going to establish? .

20. Vhat kind of commodities this shop will deal with?

21. What will be the various services the ﬁustomers 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 cap adjust the shop’s business and internal environment according to
the changed circumstances. One can, of course, not get readymade
answers tc all these questions. But with careful planning and
aralysis of the feasibility study and the map indicating the
communication patterns, one can come to a sound solution to the matter.
Tt is of utrmost importance that we, through members and their families,
attract potential customers also which will result in the increase

in sales of the shop. Another thing we have 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 competitors. 1In the Western countries, it
has been shown Qery often that one has been able to achieve a sales
total which one has aimed at if me has provided pre-requisites for

achieving

In the enclosed exercise and map, we have assumed that the
managenent 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
requirenents 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 nillion in 1973 and 17 nillion
in 1975. The sales targets correspond to approximately 18% of the total
consunption of food and approximately 20% of the retail trade within

the area.

Ls far as non-food items are concerned, the approach should be
tc plan a shop which can meet 50% of the members’ total requirements
and the sales target for the shop in 1970 should be 6.5 million,

10 million in 1973 and 13 nillion in 1975. The share of the total
corsunption 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 nillior 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 requirenents of the year 1973 and select a building
which later on can accomnodate 30% of the expansion of the selling aréa.
We will establish a self-service shop for food items and for non-food

we shall start dealing with the following lines of merchandise:

- ready-nade garrents - shoesg
-~ cloth —~ nedicines
~ household goods ~ furni tures.

The ain for the non-food items should be, as much as possible, %o

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 centre, bus terminals, parking

places etc.

SPACE REQUIREMENTS :

The next step in the approach to the problem of establishing
a new shop is to anmalyse as to what 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 relatioriship 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~roonm and other areas fof food

and non-food dopartments according to their sales turnover.

In the enclosed excrcise, 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
requirement; 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 flexible enough to meet the future 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 storc-room, office, staff-rocom, staff canteen etc., it will be
1,000 square metres. In this way, the total area required will be
3,000 squarc metres. The average sales for selling area will be
11,800 per sqﬁare netre and the average sales per total ares 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 BUDGET :

Lfter getting an idea about the area needed and where to locate
the shop, we have now to examine the financial implications involved in

setfing up a super market. The various implications will be as follows :

Are we going to construct our cown building or will it be on g
rental basis? What will be the net investment in building, furniture

and fixtures and stock?

Even this investment budget car 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 furniture
and fixtures per square rietre, total ared 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
netre. It will amount to 1,000 per square mchre, resulting in that
the total construction of building will cost 3 million. e 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.100
per square metre. Thus the sitc cost will amount to 6, 00000. When
we have calculated the interest on the above capital during the
construction of the building, the total consiruction and site wili
costs approx;?ately.3.7 Q;llion. We have also assumed ‘that the building

will be in oﬁeratién for 25 years, which means that yearly depreciation
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and interest (annuity) will amount to approximately 10%. In addition
to this, we have the maintenance costs on the building, which have been
calculated at the rate of 1% of the construction 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
which shzll have &n 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) 'Thée 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 hag to invest in furniture, fittings and stock

and this investment will be the same in both the cases.

WORKING BUDGET (Operational Budget) :

The working  budget is an estimate in which the economic
implications of the said project has been taken into consideration and
such a working budget shall not only cover the first year, but also some
yvears 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 will give to the management an idea about' the economic

ipplications of implementing the said project.

As will be seen in the exercise under the heading "Working BudgeﬂU
the economic implementation of thé said project is rather favourable. The
working budget for 1970 results in the contribution towards the
overheads by 2.2%,2.3% for 1973 and 3.7% 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 will be, that during the first one or two years,
the’ shop will find it difficult to coerntribute towards the overhead
expenses. However, it should be a target for each new project that
at least after two or mexinum 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 presénted in this
paper, before the nanagement takes decision concerning the establishment
of a new shop, there will be greater possibilities of overcoming the
problens and of establishing a shop which will meet the customers demands

in the foreseeable future.

With these figures in mind, one has the necessary information for
establishing a shop, and one can easily go to an architect saying:"I
want you to 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
fhe budget "Area Requirementg"”. The building should be prepared for
increasing 30% of the total area equal to approximately 1,000 square
netres, either by wey of adding one or two additional storage or by
adding the #round level. The naximum 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 requirerents of the shop. The management can also feel sure
that when the building work is completed, they will not be surprised with

high construction costs.

The society also knows how much money they would need to invest
in a building, for furriture, 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.).

Lnother very inmportant 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.



As can be seen from the above details, a study of the feasibility,
the location, the area requirements, the irvestment need and the working
budget of a new retail outlet is of utmost importance to be able to
teke a sound decision and 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 society as well as the consumer cooperative
moverent. However, such a stpd& énd 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 render its services to the member
societies in planning new retail outlets etc. In countries where the
naticnal federation has realised the importance of consultancy to the
member societies, the whole consumer cooperative movement has been
extremely successful and, therefore, I would suggest that the
establishment’ of @ new retail outlet should be supported by studies, as
rentioned 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

movenent in that country.
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FEASIBILITY STUDY

AREA X DATE OF THE STUDY OFFICER
INCHARGE

1. NO. OF INHABITANTS :

Estimated figures

_ 1965 1968 1970 | 1973 1975
Central area ' 7000 9000 11000 13000 15000
Index 100 128 157 186 215
Surrounding + 13000 16000 19000 22000 25000
Index 100 123 146 170 192
Central+surrounding 20000 25000 30000 35000 ,0000
Index 100 125 150 175 200
2. NO. OF MEMBERS & THEIR TOTAL FAMILIES (estimated at 5 persons in each

family.)

Central area 2500 3000 4000 5000 6000
% of inhabitants 35 33 37 38 40
Surrounding 5000 7000 9000 10000 11000
% of inhabitants 38 L 48 46 . Ly
Central + surrounding 7500 10000 13000 15000 17000
7 of inhabitants 38 40 43 43 43
3. CONSUMPTION OF FOOD PER INHABITANT (1965 money velue)
Anount ' 1200 1500 1800 2000 2300
Index 100 125 150 167 192
4 . CONSUMPTION OF NON-FOOD PER INHABITANT (1965 money value)
Lmount 700 1000 1200 1500 1700
Ingex 100 143 172 215 23

5. CONSUMPTION OF FOOD PER INHABITANT : TOTAL POTENTIAL (1965 money value)
(IN THOUSAND>

Central area 8400 13000 14800 26000 34000
Surrounding 15600 24,000 34200 44,000 57500
Central + surrounding 24000 37500 54000 70000 92000

6. CONSUMPTION OF FOOD OF MEMBERS AND THEIR FAMILIES: TOTAL POTENTIAL (1965

(IN THOUSAND)
Central area 3000 4500 7200 10000 13800
% of total consumption 36 38 36 38 40
Surrounding 6000 10500 16200 20000 25300
% of total consumption 38 43 47 46 Lty
Central + surrounding 9000 15000 23400 30000 39100
% of total consumption 37 40 43 43 43

money
value)

7. CONSUMPTION OF NON-FOOD PER INHABITANT : TOTAL POTENTIAL (1965 noney value)

(IN THOUSAND)

Central area 4900 9000 - 13200 19500 25500
Surrounding 9100 16000 22800 33000 42500
Gentral + surrounding 14000 25000 36000 * 5400 68000



Estimated figures

1965 1968 1970

1973

1975

8. CONSUMPTION OF NON-FOOD BY MEMBERS & THEIR FAMILIES :

TOTAL POTENTIAL

(IN _THOUSAND) (1965 money value)

Central area 1800 3000 4800 7500
4 of total consumption 36 33 36 38
Surrounding 3500 - “7000 10800 15000
% of total consumption 38 Ly L7 .46
Central + surrounding 5300 11000 15600 22500
% of total consumption 37 40 43 43
9. RETAIL SAIES OF FOOD (IN THOUSANDY (1965 money value) .

Central area 10500 18000 27000 37000
% of consumption 125 130 135 140
Surroundiqg 6000 11000 17000 24,000
% of consumption 40 45 50 55
Central + Surrounding 16500 29000 44,000 61000
% of consumption 68 78 82 87

10. RETAIL SAIES OF NON~FOOD(IN THOUSAND) (1965 money value)

Central area 14000 23000 33000
% of consurption 255 255 258
Surrounding 2000 7000 10000
% of consumption 22 YA Ay
Central + Surrounding 16000 30000 43000
% of consumption 115 120 120
11. ESTIMATED SAIES OF FOOD (1965 money value) |,
(IN THOUSAND) .

Amount 2000
% of consumption potential 17
% of retail trade 20

12. ESTIMATED SAIES OF NON-FOOD (1965 money value)
(IN THOUSAND)

Amount 6500
% of consumption 18
% of retail trade 15

13. ESTIMATED SAIES OF CANTEEN (1965 money value)
(IN THOUSAND)

Amount 1000

45000
230
13000

40
58000
110

12500

20

10000
17

1000

10200
40
18800
45
29000
43

50000

35000
60
85000
92

55000
213
15000

68000
100

17000
18
20

13000
18

19

1500
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SPACE REQUIREMENT PROGRAMME

PROJECT DATE OFFICER IN CHARGE__
Planncd Actual performance
Salcs in Salcs/ Area Sales in Sales/ Area
Ttems million  sqg.mb. reqd. millicn sq.mt. reqd.
‘sq.mt. sq.mt.

Grocerics 6.5 20,000 325
Fruit & Veg.2.0 25,000 80
Meat 1.5 15,000 100
Detergents 2.5 25,000 100

Cash Desks 50

TOTAL JOOD 12.5 19,000 655

Shocs 1.0 10,000 100

Recdymade

garments 1.0 10,000 100

Cloth 2.0 10,000 200
Medicines 2.0 10,000 200
Khadi 2.0 10,000 200

Houschold

art 2.0 10,000 200

Books - - -

Display 145

aroaq,
Cantecn 1.0 5,000 200
TOTAL NON= 11.0 9,300 1345

FOOD

GRAND TOTALQB.S

FOOD & NON- 11,800 2000‘

FOOD_ _
Storc Room - - B 250
(food)
Storc Room - - 450

(Non=Food) *
Pricc marking- -

Prc-packing - - 100
Arrival =~ - -

Officc Artist- ’ - 15
Officc/Store 1

Managcr - - >
Office Dept.

Managoer - - 30
Staff Cantecon- - 20
Staff Rest Room - 20
Accounts QOffices - 100
TOTAL - - 1000

TCTAL AREA
REQUIRED 3.5 7,800 3000



INVESTMENT BUDGET

PROJECT DATE OFFICER INCHARGE

AREA REQUIRED PER SQUARE METRE

Ttems Selling Others Total

- arca
Food 655 250 905
Non~Food 1145 450 1595
Canteen 150 50 200
Prepacking/arrival - 100 100
Offices - 100 100
Staff - 40 40
TOTAL 1950 1050 3000

CONSTRUCTION & SITE COSTS

Constructions costs at 1000 per sq.netre 3000000
Intcrest on construction time

16 months) at.5% ) 70000
GONSTRUCTION COSTS TOTAL 30, 70000
Site coste at 100 per sq. metre 6, 00000
Interest during congstructicn time 30000
(1 year) at 5%

6,30000
CONSTRUCTION & SITE COSTS. G.TOTAL 37,00000
REQUIRED YIELD (Annual Rent)
Depreciation interest on annuity 3,07000
at 10% (25 years)
Running costs at 1% 30000
Intcerests on site at 5% 33000
TOTAL ANNULL YIEID (RENT) 3,70000
INVESTMENTS AND' ANNUAL INTEREST ON FURNITURE AND FITTINGS :
Food pcr sqg.mte. 500 4, 50000
Non-food " 300 4., 80000
Cantcen 200 40000
TOTAL(per sqemb.) 280 9, 70000
Annual interest on fittings cost
(annuity 20%) ¢ 94000
STOCK INVESTMENTS AND ANNUAL INTEREST
Food (stock turnover 20 timcs) 4,,50000
Non-Food(stock turnover 5 times) 13, 00000
Canteon -
Total . 3 17,50000

Annual intercst at 5% 87500




PROJECT

WORK ING BUDGET

PRELIMINARY /DEEINITE

WORK ING BUDGET FOR 1970 (amount in thousand)

DATE

OFFICER INCHARGE

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
Salarics 225 2.5 195 3.0 50 5 470 2.9
Otsggtgunnlng 180 2.0 195 3.0 30 3 405 2.4
Rent 135 1.5 205 3.2 30 3 370 2.3
Furniture /fixtures90 1.0 96 1.5 8 0.8 194 1.2
Intercst on 22.5 0.2 65 1.0 - - 87.5 0.5
stock -
CONTRIBUTION
" WORKING BUDGET FOR 1973 (amount in thousand)
Sales 12500 100 10000 100 1000 100 23500 100
Gross surplus 1000 8 1500 15 200 20 2700 11.5
Salaries 312.5 2.5 300 3 50 5 662.5 2.8
0222€Srunn1ng 250 2.0 300 3 30 3 580 2.5
Rent 135 1.1 205 2.0 30 3 370  14%
Furniture &
P 90 0.7 96 1.0 g 0.8 194 0.8
Interecst on - 32 0.3 100 1.0 - - 132 0.6
stock
CONTRIBUTION
OVERHEAD : 180.5 1.4 499 5.0 82 8.2 761 3.2
WORKING BUDGET FOR 1975 (Amount in thousand)
Sales 17000 100 13000 100 1500 100 _ .31500 100
Gross surplus 1360' 8 1850 15 300 20 3510 11.2
Salaricn 425 2.5 390 3 75 5 890 2.8
Othst running 340 2.0 390 3 L5 3 775 2.5
Reanhts 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 L2.5 0.3 130. 1.0 - - 172.5 0.5
stock .
CONTRIBUTION :
INVESTMENT VOLUME Total
Building 3,700,000
Furniture/fittings 970, 000
Stock 1,750,000

Total amount ...

6, 2,20, 000 '
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STOCK €ONTROL — STOCK TAKING

By : Mr. Ragnar Arvidsson

STOCK CONTROL

The Board and the Manager of' a Consumer Cooperative Society are
given “the responsibility of handling the property of the Society i.e.
property not belonging to themselves only, but to the members. 4 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 fron
day-to~day. Moreover, it is the asset, which, due to careless treatment
and, sonmetimes dishonesty, might easily cause losses to the society, if
not kept under good control. Money is comparatively easy to control,
not to mention 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 turnover
and stocking-days.

iv. to work out operational results of the shop/department.

v. to safeguard the employees againgt unfair judgements
so far as dishonesty and carelessness are concerned.

Cortrol 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 the stock, is to use either of the tw
different values, and the mest convenient cne is the gross value (selling

price) .

ALL ACCOUNTING IW RESPECT OF STOXX CONTROL SHOULD BE DONE
I TERMS OF GROSS VZLUE - SELLING PRICE RESULTING IN i
GROSS VALUE CONTROL SYSTRM (W C).

Groegs Value Contrel Systan ¢

The VO Sy'stc{.n is at present the system which is rccommanded for
strck accounting in the sheops as well as godowns. Under the system, the
acccunt of steck is lfzep'b in terms of money value, as mentioned above. By
debiting or crediting all transactions affecting the stock in a
specially kopt Stock Control Report, one can at any given time know, what
the exact valuc of the stock should be. Normally, the balance of that
rceport should be calculated at the end of each month and the balance as
£or the roport should be chedced against the actual value of the stock by
mears of physical stock-taking.

The "In-transdctiong” to be debited in the Stock Control
Report are nomally :

Stuck at the begin-
ning of cach nenth

Deliveries Bverything that has been delivered to the
shnop should be debited at sclling prices
irrespective of whether it has been paid for

cr not.

Price increases Scmetimes the price has to be increased on

some grods, which oro already in stock and Wi
are already debited at the original price. In
such a c'ase the total amount of

increase (number of units multiplied with
the difference between the 0ld and the new
price) must be debited in the Stock Control
Report.
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The "Outgoing-transactions! to be credited in the Stock Control

Report are nomally :

Sales

Return.of goods

Price reductions

Domaged goods

Goods used in the shop

This is the biggest item on the credit side
and even if the goods have been s0ld on
credit (which shoulc.i be an extreme exception
in a cooperative shop), such goods must also
be included in the total sales together with
the amount of cash szles.

Goods retumed to the supplier for ocne
reason cr the other must likewise be credited,
if already debited in the Stock Control,

Same reasons and procedure a8 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<wor the
other, so that it hag to be thrown away. The
Manager may cre’it such losses in the Stock
Control Report, but the Managenant should take
special interest in these items, and not

let them be more and bigger than what may be

Jeemed reasonable.

4 new broom for sweeping the floor, a piece
of soap for the waghing room, a bucket used
as a container - all such things token out
of the stock for use in the shop reduces the
value of the stock and must consequently be
credited.

For cach of the gbove mentioned transactions, separate performae

and ledgers could be maintained,
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The atWwanftazes of the Gross Value Contrcl System are @

i. An economic system s The Stock Control Report can be done
away with completely from the shops, which can result in

considerable gavings te the shop, and reduce, the operational
cosgts i.e. lesser nunber of employees, reduced adninistrative

costs, better utilisation of the space in the shop.

ii. A modern system @ The gystem is in line with the modem
trends in the distributive trade all over the world and

provides useful information required for managerial decisions

such as the rate of stock-turnover con be easily. calculated,
viability of a branch can be ascertained and investment in a
money value in particular branch cen be restricted to a

pre-detemined 1limit easily.

The system also provides the basic infomation required for
budgetary pl?:ming and budgetary entrel., The systen easily gives the
value of the stock in a shop at onst price, without which measurement of
profit, cost-profit ratio and cther useful infomaticn, may not be

ecasily calculated.

The system is easy to work with, simple to understond and

goun? enoug'h t» contrel the stock.

dnother poaint in favour of this gystem is that frequent physical

stock verification becones easier.

B. Unit Control System :

The Unit Contrnl Syatem is an extreme clementary systen, under
which stodk resisters with one folio given to each individual article
in the shop, arc maintained. Alternatively, index cards could also be
used instead of rogister. Stock reccived from the supplicrs is entered
int, ~ne column and the sales effected every day are entered
progressively in the seceond column. The difference of column one and
two gives the stock-in-shop on any day. The system locks simple, but
the Aifficulty arisec only when the sales effected during the course of
the day have to be classified articlewise, to complete the stock
registers. Also, when the number of articles increascs to 500 to 1000

or 2000 articles, me can understand that it is an oxtremely hcavwy gyst®



to put inte operation ag it amounts to lot of labour, end in many stores
where this system is in operation, although the investments and labour
‘ete. are very heavy, tbis.system is nct working properly. 4s indicated
above, it also hinders the expansion of the society. Of course, if every
item is given a code number and computers used in tlie stock contrel, this
system could be of immese importance not only in stock control but also
in matters pertaining to purchasing, checking of slow-sellers ete. Such

a system ie ncw a days being tested in Sweden.

However, the present Unit Control System could sometimes be
combined with the Grous Value Control System for some particular items
which are rather expensive and difficult for the Manager to check in the
agsortment. The Unit Control System could be implemented for these items
in addition to the Gross Value Control System.

Most of the Aifficulties are common to-both the systans and
therefore, as will be seen from above, the Gross Value Control System
is a syston which could be adopted in all the consumer cooperative

societies to cover the stock accounting in the shops as well as godowns.

Discipline and routine for controlling the stock have to be
maintained in the soclety, otherwise there are possibilities for the

salesmons
i. %o replace somg of the grticleg and in some of the gtores
following the Value Control System of stock accounting,
instances are quoted where fast-moving items have been removed
with slow-moving items by the sales staff, becausc they knew

that no iten-wise record was maintained and as long as the
value of retall inventory tallied with the register, its action
cannot be detected.

ii, to have pogsibilitieg to gell goods to customers without igsuing
cash memog or receipts and in that case there are every
possibility to use this money for buying goods from a wholesale
market and replace 1t with the part of the stock sold during
the day. The margin can in that case be pocketed by the

salesnen.



iii. to overcharzing the customors by tho salcs staff. It is

rather cagsy for the salesmen to change the price tag
of varjous articles etc. su that the customer has to pay

a higher price for the articles.

It will be observed from the above that it is extremely
important to have a proper supervisicn on the stock and the employees
in the shop. The following measures to ensure proper supervisicn

arc sugzested ¢

i. Appointment of the supcrviging gtaff with the duties not
only to supervise and control the general working of the

ghop, but also tc advise on digplay arrangements,snlos

promotien activities, t~ look t¢ the hypenic ‘conditions, to
ensure proper stock lavels an? regular indenting and to act
as contact-man between the management and the employees in

the shop and stimulate them tn become goo? salesmen.,

1i. Branch aAdvisory Committee ¢ Thé participation of the members

anl emnscaquently thelr involvement within the affairs of the
stores 1s anothér importent aspect which is extranely important
Créaticn of Branch Advisory Crmmittee in each shop has in
Sweden resulted in the improvement and working of the branch
and has reduced the temptation of mischevicus am-ng sales
staff, There are also certain cther alvantages of sueh
Committees, a8 the members feel more involved in the managénent
of the SOC;.;'IJY.

iii. Surprise checks ¢ Another measure necessary for effective

supervigion is conducting of surprise checks in the branches.
These cHecks could be nf two types. In the first case,

physical stock verification may be ccnducted in the shop

without conveying a prior intimation to the Shop Managér.
Calculation of the value of the stock and subsequently tallylné
it with the control rezisters, will reveal discrepancies, if
any. Another sltemativo is that the unit control is maintein® 1

in the Head Office in strict confidence in respect of few



iv.

articles for very short periods an® balance shown in thig
rezister may be constantly ccmpared with the actual stocks in
the ghop.

" Both the systems, supplimented by an element of surprise
and confidence are likely to keep the sales staff warmed all
the timss.

Respongibility ¢ The cbjective of stock control is to see that

business is run cn sound lines. Basically, there are two

‘systems for the fixation of responsibility, open before the

management of the store ¢ (a) the Shop Manager should be
responsible for the stock, and (b) all the employees working
in the shop individually or jeintly responsible for the stock.

Out of these alternatives, the one mentioned at (a)
above is probably the most suitable in a retall shop. However,
the Shop Mansger should not be respongible for the shortages
as a whole, but he should be responsible for achieving the
targets indicated in the budget, such as, sales, gross surplus
and net-surplus and in that budget, the shortases should be
treated as an expense in the same way as rent, interest and
salaries.

Of course, it is extrémely important “that shortages are
reduced to the minimum, as this is the only cost cut of which
the society is not going to gain anything. To be able to have
the Branch Manager respongible, as mentioned above, some major

concessiong have to be allowed and given to him

l. He shall be allowed genuine shortages upto some
amount or percentape of sales.

2. He shall be involved in the selection and teminaticn
of the staff working under him,

3. He shall be treated as a master of the shop vith all
enployees answerable to hime

4o He shall always be given a reasonable and fair chance
to explain his position in case some mgjor shortages

or other problems occurs in the shop.



5. He may be allowed, whenever he decides, to check
the stock-in-trade in the shop in a manner suitable
for him,

‘None of these concesgions are major concessiong, but when
put together, they have a t:qemendous contribution towards
makiny the Branch Manager sufficiently powerful and strong
for the purposes

As regards alternative (b) medtioned above, there are
gome practical difficulties in holding all the employees
individually or jointly responsible. For example,
~ What will happen if rne of the salcsmen goes on lcave

nr is teken ill ?

- Who is going to be responsible and is he equally
regpongible in case shortaze toke place in his absence ?

- Is aman with individual responsibility ready to toke
somebody from some other Section of the shop or
department to help him Auring peak hours ?

~ Is he ready t~ leave his Section for yhich he is
responsible to help another salesman in another Section
durinz peak hours ?

-~ Can self-gervice or self-selection be -implemented
which means thet the Aepartments/sections are opened for
everybody in the shop? If so, how to separate and
distribute daily salcs among the various “epartments/sectior

In order to overcome these difficulties spd to streamline the
working of the shop, it is extremely important that the senior man on
the spot (fhe Shop Manazer or the Department Manager) be maie responsible
for the stock-in-trade. This will help in adopting new mcthods of
retail distribution such as selling goods through Super Markcts and
Self-service Shops.,



STOX TIKING

Physical verification of the stock means that all the stock
are counted, welghsd and measured and all the items &re entered into
a list, and the unit retail price is noted against each item, soc 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 stodk on hand, so
that the balance-sheet and the profit and loss account
may be prepared.

ii. To ascertain the shortage in tems of money or quantity units.

iii. To familiarize the Manager and the sales staff with just
what is in stock so as to enable them to give better service
to the customers so far as assortment and quality of goods
are concerned and to clear out slow sellers and damaged

goods.

iv. To rationglise the assortment and stock in hand so as to be
in line with the demand and sales turnover,

The frequency of stock taking should, in the beginning of the
stores operation, be monthly and after some time,
When the problems in handling the stock and thé reagonable amount in
shortage is determined, the physical stock verification could be done
quarterly. A4s a rule, stock taking should at least be done every six
months in all the shopg.” While tallying the stock-in-trade with the
gto ¢k—control reéister, if the shortage is above normal, the reasons
for the shortage has to be analysed and measures teken to reduce it to
normal. If the shortage is higher than nommal, stock-taking should
be done each month until nomal standards are achieved and faults
detected.

Pl:mningr of proper stock-taking is of extreme importance. A1l
the stock-taking should take place after business hours, ond the shop
should not remain closed for the sake of stock-taking only. To stress
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on the importance of planning the stock-taking in a shop, I can quote
the following instance :

In a econsumer gociety in India, a cloth shop was closecd for
one week for stock-taking 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-taking
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 seles without any

di sturbance.

Tho following instructions gives an idea as to how to plan and

conduct correct physical stock verification @

Instructions for correct stock-taking :

These instructions should be studied carefully by everyone
taking part in the stock-taking work.

CORRECT STOX-TAKING is one of the requirements for a reliable
closing-of-accounts and for a fair judgement of how the personnel have
adninistered the property entrusted to them. Stock-taking must
therefore be well organised and carefully done. A carelessly done
stock-taking incurs time and money consuming re-inventory. 411
participants in stock-taking are obliged to read carefully and to follow

the instructions given here.

The staff shall prepare for stock-taking by

-~ checking that all goods are price-marked,
- measuring goods sold by length or weight,
- counting certain loose items such as buttons, thread, screws, etc.
- going through stored secasonal goods,
- stating tare weights on barrels, crates etc.
- sorting.out daemaged and unsaleable goods,
- seeing to price adjustment of goods which are difficult
to sell (slow-sellers)
~ cleaning of drawers, shelves and premises.
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4 stock-tsking supervigor’s work and responsibility

The District or General Assembly elect the required number of stock-tsking
supervisors - atleast one per shop/department. The stock-taking
supervisor’s duties are :-

- to ensure that stock-taking is done carefully and in accordance with
existing stock-taking instructions.

t0 make random control during the actual stock-taking.

to check the numbering and distribution of stock-taking lists.

to chedt that #ll lists distributed are retumed.

- to ensure that the stock-lists are signed and teken care of in
a proper way after stock-taking.

In connection with the stock-taking, the following-shall be noted :

1., Bach stock-tszking team shall congist of 2 persons, of which
one shall not be an emplovee in the shop/department.

Stock-taking work shall be divided and allocated to stock-taking
teams. Bach team shall include an employee with price and
merchandi se knouledge and one elected representative employed
member with writing and stock-taking experience.

2. Writing of stock-lists shall be done by the person not employed
in the shop/department (the writer) .

The shop employee shgll "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 end writer chegk each other

The caller shsall make sure that the writer has understood
correctly by the writer repeating type of goods, quantity and
price. The writer in his turn shall mske a control judgement by
attentatively following the caller’s work and with random tests
checking stated numbers and prices.

L To each stock-taking team allocate one area of the shop for which
they are to be respongible

To eliminate the risk of double stock-taking or missing some part

of the gtock, ecach team is entrusted stock-tsking responsibility

for a limited ares of the shop/department. The most suitable way is
for the stock-taking supervisor, with advice from the shop/department
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.



12

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 items, by
counting or measuring, note of quantity or measure should be
begide the item concerned. In such cases, both the caller

and the writer should make sure that the preparatory
stock-taking is correct by making an assessment of the quantity.

No part of the description -« item, guantity, price per
piece/ weight etc. and for dry goods merchandise group,
vear of purchase, is to be omitted.

The full name of the item, quantity and price, and for dry
goods also merchandise group and year of purchase shall at

the time of stock-tsking be written on the lists. Necessary
information must not be left to later. Where an item is
priced per dozen, the quantity is given in dozen, e.g.

1 5/12 doz. If the price is per piece, write number of pieces,
if per kilo, state quantity in kilos, eig. 0.5 kg, Always
make sure that the decimal point ig in the right place. Note
that thc standard stock-list has a separate column for
decimals.

Entries on stock-lists shall be made with 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.

Dopaged or ungsaleable 2oods are written off, or included
at a reduced nyice. 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 godds whizh are damaged, unsaleable
or difficult to sell. Such goods shall be entered on the
stock-list at a price not higher than i1t is possible to obtain
for them, i.e., a price which means that the goods can be sold.
If during stock-taking, it ie established that, 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 closing-of-accounts.

Goods which have been used in the shop/department should
naturally not be included in the stock.
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11.

12.

13.

14.

Jebts payable to the shop for goods received are
written 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 name and address of the purchase
concerned, and the date of supplying the goods. Debts
recelvable shall be entered in the books at the office and
shall under no circumstances be included in the stock.

Fach completed 1list shall be signed by the stock-taking tean

Each completed list is signed by the stock-taking team, which
thereby verifies that item, quantity and price are checked
and correctly entered on the list. The coples shall then be
detached and the original given to the supervisor.

Uncompleted lists are signed on the line following the
last entry.

The stock-taking team shall also verify the accuracy of these
lists; and this is done by siming on the line following the
last entry. Unused pages are cancelled by crossing out.

The stock~taking sipervisor’s work is done continuously
during stock-teking

By continuous random investigations the supervisor shall
during stock-taking make certain that commodities, quantities
and prices stated on the lists are correct.

Carbon c;ggies are detached after completed stock-taking

A1l lists dealt out are collected by the sipervisor on
completion of stock-taking. The copies of the lists used
are detached from the originals.

The original ligst is taken care of by the supervisor

The original 1lists shall be taken care of by the supervisor
and handed over to the person responsible for the control
calculation (Cffice, Board member or auditor).

The original lists must on no account be allowed to remain
in the shop/department after completed stock—teking.

On completion of the work, 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.



15, Don“t forget to list unopened cartons and goods being delivered.

Remember also to list goods which have arrived in the shop
during stock-taking but have not been unpacked. Goods on
thelir way to the shop are listed on a separate 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’s/departmant’s cash
account shall be closed. A4 cash ingpector (specially appointed
elected representative) or an auditor checks the account, rcceipts
and cash. BEven the daily change deposit is counted.

Calculation and collatifig of stock-lists

The original lists shall be calculated by the society’s auditors,
Board members, or office staff. The copi es',‘are calculated or checked by
the shop/department manager concerned. :

In societies where 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 vwith the original,

The corrections made shall be properly noted and confirmed.

In societies where the society’s leader is not directly
responsible for accounting 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.,

Summary. of stock-lists

On a special summary sheet, a list is made of all shops
stock-liste, whereby a summary of the whole society’s stock is obtained.
The auditors shall check that all lists have been correctly transferred
to the summary and with thelr signatures confim that the infomation
has been scrutinized and was found to be correct.
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LEAKAGES .

Leakage is the term used for all kind of shortages incurred

during the process of handling the goods in the shop. As mentioned

earlier,
the only
leakages

leakages
i‘

ii.

iii.
Leakages
il

ii.

iii.

iv.

leakage should be treated as an expense. But as this is
expense out of which the society do not gain anything,
have to be reduced to the minimum. It has been said that
are caused by the following :

One-third by the salesmen due to carelessness and

lack of responsibility and dishonesty.

One-third by the customers due to pilferage and damage
to goods.

One-third of real shortages due to damages etc.
can partly be ‘avoided, among others, through the following :

good display and shop lay~out.
proper supervision of the employees.

incentives and rewards ﬁo*the'employees resulting in
their identifying themselves with the institution
and their job.

working out routines and instructions in handling the
goods, such as :

+ how to price mark

: how to pre-pack

: how and whea to write indents

+ how tc re-fill goods in shelves

: how to handle enmpties

: how %o handle customers complaints

: how to avoid error at the check out etec.

Observation of a large number of shops indicates that leakage

ig 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 cnce 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.
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- Check on the delivery note/invoice:
Cost price, recommended retail price, delivered
quantity, the total of the delivery note

~ Check the quality and lock cut for damaged goods
— Claim for possible coupensation

~ Check also 'the emptieg as they as 2 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
according to the price policy

~ Put the retail price on the invoice/delivery note

~ Put the retail price on the box in which the goods were
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 management and the employees have a
good knowledge and infermation concerning the stock-in-trade. Through
proper stook control and physical stock verification, such knowledge
could be gained. With the help of this 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 salcs etc. Such information is a very important tool for the
management In the difficult, dynamic and challenging field of

dnventory management.
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Introduction

The purpose of a Consumer Cooperative Shop is to simplify the flow of
goods from the Producer/Wholesaler to the Consumer at reducoﬂ. price,
The business turnover and costs are two important factors which decide the
mircoss Of a cooperative shop.  Businesgs turnover is again determined by a
aumber of factors such as the number of customers, their purchasing power,
their average purchases from the cooperative shop, the location of the shop,
agsortment of éoods, price, competition, etc. As most of the costs are fixed,
the best way to control costs is through larger business volume (higher
1tilization of various resources employed in the shop). But, how shall a
Cooperative Shop set about attracting more customers/members to increase its

business. turnover ?

Therc are, of course, various ways of attracting customers. Firstly,
a customer 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 mainly 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 very important role

here, and I propose to deal with this aspect in a sepa}ate paper.

I will concentrate my discussion here on the Counter Deck Shops, and

s far as possible, exclude "Slef-service Shops'".
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When 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, within the area available, achieve maximum sales and
storing capacity ?

24 How can we serve our customers with minimum costs, works and time *?

3e How shall we arrange the goods and create a good atmosthere 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,

A, Ordinary Display of goods which means displaying of staple commodity

and such other articles which the customers have decided to buy

before leaving their homes.

B, Attractive Digplay which mostly involves display of goods of

impalse buying character, such as new articles, seasonal goods,

special offer sales, and also to some extent, goods cf 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,

Ordinary Display of Goods

Maximum Salesg and Storing Capacity : This depends on how we choose to

arrange our 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 enablés the customer to see

the goods more closely and satisfy himself. I ‘may herc refer to the
saying, "An article touched and fingered by the customer is 50% sold,

and an article tried by the customer is mostly sold."

eee 3
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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 wants and that we have a full and complete assoriment of goods
attractively displayed to offer him., We also know that storing of goods means
that the goods stored in the store room will not catch the eye of the customer.
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 whilc 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 be made of loose
parts so that they cen be casily dismantled and adjusted according to needs.
The counters should be arranged in such a way that the customers can freely

enter the shop and circulate into the shop, but outside the counters.

ii) How can we minimide costs and time when serving customers ?

This depends on the layout, the efficiency and capacity of the furniture
and {ixtures. This also depends on the floor area the salesman 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’ s
“ime 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 pgrforming
bis job efficiently and sharing a sense of responsibility and taking interest
in serving the customers and identifying his own interests with the interests

©? the Shop.

+1i) How shall we arrange goods and create a good atmosphere ?

Proper arrangement of goods creates a pleasant enviromment which is
~onducive to good selling. Therefore, display of goods in a pleasing manner,
ind creation of a proper atmospherc are factcrs of paramount importance. To

achieve this end, the following must be kept in mind :

a. KXeep all brands of a product at one place includinq,cohylementarv goods
(create commodity groups according to their utility i.e. all wasaing
soaps, toilet soaps ete, placed in one place) so as to make i*% possible

PR
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for the customer to compare and choose the best of what is
available, At the same timé, 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 asscrtment 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 turn helps in the procurement of goods
resulting in high turnover of the stock-in-trade. Last but not
the lecast, 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

intercsted salesmen,

The goods within the commodity groups should be placed vertically so that
goods frequently demanded by customers are placed in "casy-to-see"

and "eagy-to-reach" level, say from /4 to 6 feet height from the ground
level. Heavier goods and goods of staple and bulk-purchase nature are
placed below 4 feet level. The reason for placing goods in this fashion

is that each commodity

ae. has an equal chance of being noticed by customers and sold.

b, gives a better display of goods and distribution of sales within
the group,

c. Shelves and space below 4 ft. is rather a poor seller for gencrally
no customer locks at things near the ground level,

d. Shelves which are kept at "easy-to-see" and "easy-to-reach" levels
zre best sellers,

¢, Placing commodity groups in this fashion commands a good view and
creates a gecod impression on the customers apart from making _it

easier for the salemen to find the goods instantly.

Allocate as much space as possible to each article or item so that you

you can fill up the shelves with a whole bulk-package at e time without

leaving some units in the store-room. It is also advantageous to do so

vee D



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) Keéﬁ the ghelves as full as possible which creates confidence

‘ in the ability of the shop to procure and supply goods t6 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 appearancs

hides the fact that the particular goods are in short supply.

vii) Introduce a regular and a special routine of refilling or replenishing

goodg in the ghelves and racks. The routine must consist of the

foliowing 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. Refill the shelves with new or fresh articles from the right and
rear and sell from the left and front sides.

ds Before re-filling new or fresh articles, check the quality, price
and packing of goods. '

e. Price-mark all the articles., The price-marking should be clear,
uniform and easy to remove and will reduce mistakes and miscalcu-
lations 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 damagecd packages or articles, and if possible,
replace these or reduce the price of the damaged article, and clear
it out as soon as possible, If gome article is completely spoiled,
throw it away.

This routine of replenishing and checking the shelves everyday guarantees
that the assortment is kept up-to-date and that the number of slow-gsellers is
minimised, and that the shelves are always attractive to the customers, This
will probably increase sales and reduce costs in amount as well as in

Percentage.



viii) Utiligze colours of packages as contrasts against one another as

customers often buy with thelr eyes, Things that attract the eyes
have a better chance of being sold, If you arrange your display of
goods with contrasting colours, each article will attract the

attention df the customer and stands an equal chance of being sold,

This will 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 artiele. 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

cugtomers and helps the packapges and space to work and to be better

selling areas,

xi) Be careful with "easy-to-demage" (perishable or breskable) 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
rule never to place goods directly on the floor. Use a pallet or

something similar,

REMEMBEL. 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
Ordinary Display of goods just for fun, as it would adversely affect the

5 Y .
customers and salesmen s reaction,

Ordinary 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 plamned and systematic way. As display depends to a large extent,
on the furniture and fixtures used in it, the General Maneger and/or Board
Member ought to bring their ideas up-to-date rcgarding 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 nature; such as novelties (new articles'!
seasonal goods, special offer sales goods, goods offering reduction in prices;
o e e 7



7

articles which cannot be stolen or removed, articles whose salas you want

to push up, and articles advertised by your society or a producer or whole-

saler need to be attractively displayed.

Places for attractive display

A, Show-cases
B. Seclf of the Hack above 6 fti level
C. Counter Desk

D, Area on the Customers' side of the Counter (depending on
the kind of goods displayed). )

How to arrange Attractive Display ?

Arrange goods. properly and in good order on the shelves above 6 ft.
and in show-cases.,

Eath place of Attractive Disvlay shall contain only a few varieties of
articles, but a larger number of packages,

Each articlc must be supported by a price-placard properly prepared and
exhibitted in connection with the display.

Arrange thé goods in the show cases and on shelves above 6 ft.
artistically in a suitable background of matching and contrasting
colours,

If possible, provide separate lighting for each display.
Attempt to inform through display how best to use the product.

Do not display spoiled or damaged articles, but only the west and
most attractive ones, i -

Change frequently the display arrangement, at least once a fortnight.

Prepare posters which can catch the eyes of the custoners and at the
same time, give all the information about the product such as its
utility, pricc, size, contents, etc. '

The Gounter Desk and the Area outside the Degk

The method 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

mber of goods displayed is much bigger (Mass Display) so that the customers

are impressed by the volume of gocds. This display deperids on the kind of

articlaes and the quality of the packages.

e 8



REMFMBER this kind of display shall not contain more than two kinds of

articles in each place, but in larger numbers,

Attractive Display of goods ought sometimes to be supported by -

1. Advertisement in Newspapers

2., Leaf-lets distributed to the customers
3. Streamers ;

4e Demongtrations

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 purchadges and spending their time

in o most interesting way in d 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 two Displays already discussed and provides an

overall picture of the entire shop, ensuring --

1.

2.

That the front of the shop displays a prominent and pleasing sign-
board indicating that a Cooperative Shop is located inside.

That no enptics are lying in front of the shop and that the compound
and the ground in front of the shop is spotlessly clean.,

That the windows and show cases and the entrance door are cleaned
every day.

That there are no obstacles lying in or near the entrance to the
shop hindering easy entrance by customers.,

That the {loors and walls inside the shop are swept clean,

That the walls, racks, decks, fixtures and furniturce are painted
in pleasing colours.

That the lighting system is working properly and adequately.

-That the sales staff are in clean and nice dresses, If possible,

provide them with Uniforms.

cee 9
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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 amount of interest is generated in the
public regarding the inside and o?tside 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 good-will of the public which in turn

leads to improvement in sales ahd 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 salesman spends about one-third of hig/her time, working in the shop
attending to cugtomers. Thig means tfmt a good environment must be created and
if the salesman likes hig/her Job, the efficiency of the jéb will increase,
resulting in the fact that the cus'tomers are satlsﬁed and -the goodwill for
the cooperative shop and society mll be improved, This is of utnost
irﬂpqrtan_ce in a cooperative shop as the customers you serve -are also the members
of the cooperative society for which you work., You are in Effect, selling to
the owners of the shop. This is a state of affalrs whick;: does not exist in any
other type of retail business and this will colour:the whole relationship
between the Salésman, the customer, and the society’s management.

The respongibility and interest t:i'lé salesman feels in conducting hig/ her
performance, and the cleanliness and hygiene maintained.in. the shop are the
basic factors of being a good salesman. Of course, there are different types of
salesmen, and of the five types represented in the market, the salesman in
the .cooperative shop ought to be represented by the "Creative! one.

The society’s progress depends to & great extent on its employees, but
also on the business volume. If the salesman feels interest and responsibility
‘towards hig/her job.and society, the society will expand its business, which is
of great importance for 211 imvelwed. Therefore, the salesman in the cooperative
ghop must be an active salesman snd trained in how best to conduct sales and
.satisfy the customers/members, through knowledge about the goods and the
customers, and also the soc:.ety s targets etce This pdper will deal with,

among others, the above: mentloned thlngs.



The respongibility of the employee

To form part of a democratic movement like the consumer
cooperative movement is a privilege. .Like most.-privileges it

carries corresponding responsibilities,

Which different responsibilities does a evoperative
shop assistant heve? Many of them apply to an assistant in any
type of shop but because we are a cooperative essistant we have
three special responsibilities.

1. To the individual membdr.custemer

2, To our Society as a unit

3. To our felloy employees.

RESPONSIBILITY TO THE MEMBER- CUSTOMER As an ouner the customer

menber looks to us for

- effielent service.

~ civility, but not servility

- afvice based on a sound knowledge of our goods and of the
- activitles of the Society

=~ falr dealing

~
~
e

- understanding of the aims and principles of the Cooperative
Movement.

Not all member's are thangelves enthusiastic cooperators and
-may satisfy come of their nceds from private gshopss Occasionally
falso some non-members may mske purchases from us. So we should also
know how new members are enrolled. and the requirements of membership.
In both these cases we have thé further respongibility of
- convineing these customers that cooperative goods and cooperative

service are at least as .good as those they will get anywhere else.
RESPONSIBILITY TO OUR SOCIEIY : It .is natural. that the organisation
which employs us' should feel that it can rely on our loyalty, and

that we will glwavs gpeak well of the society and of the goods and
gerviceg 1t provides.




Within our own branch there are especially one way of
. denonstrating this loyalty 3 By accepting responsibility of recelving
enquiries etc., regarding other departments of our society, cloth,

medical, etc - and recommending them to new members,

RESPONSIBILITY TO OUR FELLOW BMPLOYEES : e snd our colleagues in -

our branch form a team; bound together by our common aim of service to
customers, and should always be ready to help each others. But the
men and women who work:in other jobs in the Society are members of the
team also. Whether they work in the office in the warehouse or do
other jobs, all are helping .the society to serve its members.

They are doing their jobs as well as they can they are entitled
to our regpect. If we do fall out with them over anything we shall
atleast don’t eir our differences in public.

In the shop help to keep things going well as can be done by
taking our turn at cleaning, putting stock back in its place,
and keeping implements clean and .in their right place.

Different types of Salesmen

Five Types of Salesmer‘l

While in oue sense every salesman is different from any other,

taken as a whole they can be classified under five headings

1) Indifferent : This type is really a misfit in the job. He
is lacking in i?t,\éf'ést, courcesy and knowledge, and is often
slovenly into the bargain.

2) Automatio ¢ This assistant may be satisfactory in all
ways except that he never really sells, He anawers questions
1f the customer asks 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 humagn -glot machine. He is a mere-price teller and
parcel passer.



3) Too technlcal ! Enthusiasm for their goods lead some
asmstants o 'weary or bewllder customers with details whioh
d‘O not interest than, because they do not undefstand what
these details have to do with the purpose for which they
want the goods: TFew women, for example, want to know where
the tea was picked or how it was fired, but they do want

S -

know,

4) High Presgure 1  All of us know this type and how we react
to him by putting up sales resigtance. The harder. he presses
us the more defensivé and gtubborn we become. He runs off
one list of articles after another even when the: customer has
no use for the articlcs. EVen if he does, mzke a sale he
often lesves the customer feeling that she .hag been forced
into it, and that she wlll not allow it to heppen another
time, 'I'ie mak.es fu’cure seles more difficult,

5) Crea‘biva ¢ There is room for much vanety among good

salesmen. They are ‘hot all alike, but what is good about ellf

xof then is that they A

- realise that the customer wants some particular article
because she has a particular r;:eed to satisfy. .

~ Xnow the qualitles of their goods s well that #hey
‘can help the customer to choose the best article to
' satiéi‘y this need.

- ¥hoy and practisé an effective technique for meking use ol
their knowledg;e.

- always work to plan.

It is open to ourself to decide which type we will become

But we must remember that hundreds of customers a week are also

L4

" free to Judge us.



The customer’s confidence in the Sal esman

Sometimes it can happen that & salesman has the opinion that it is
the customeﬂmbers own faumlt if he/she are cheatede In a cooperative
shop, we must of course build up confidence smong‘our customers and they
must always know that in the cooperative shop, they can dlways trust the
employees. '

But bow shall the salesman be able to bulld up confidence for
themselves and .for the codperative society ?

If you are a person fealing responsibility and interest in your
work and also belong to the creative group of salesmen, you have all
possibilities.

But in addition to the above mentioned things, you must always
keep in mind that you cen develop yourself and improve your confidence
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
¢) the society’s targets and objestives
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
4Le Try to create smgéjapy for yoursel f throught

a) kecping the customer’s best interest before you
b) treating the customers in the same way as you yourself
. want to be treated.
The salesman shall help the customer to buy the goods which are
to hig/her ddvantage. Threrefore, he must know about the menufacturing
process, the wéys,,of dsing the goods, the quality etcs In other words,

he should possess such knowledge of commodities as is necessary to give

honest guidance to the customers.



To renember ¢

The customers come to the shop and buy because they have
. experienced again and again without fail, that the Manager and the
salegmen honestly want to and are able to serve them welle When a
customer thinks of the shop he or she does so with a feeling that it
will be pleasant to come there and meet Mr. Manager, Mr. selesnan and
Mrs. cashier etc.

Attraocting the customer to the shop is mainly a question of good
‘perconal relations betwecen the staff and the customers. If the Manager
or a salegnan happen to.offend a customer in some way, that may in a
few moments destroy a relationship which has tsken years to build up.

If'a_. customer rightly or wrongly, feels badly treated in the shop,
he or she will talk about it and plenty of people are likely to listen
to it and believe it.

The staff must, therefore, teke great care in all their work
and beheviour.

Remember that the cooperative shops are very much alike and
therefore, when a customer doesn’t like a special cooperative shop and
talk about it to other people, this misteke strikes wvery cooperative
shop.

There are m...y factors which decide the success of the soci ety/ ghop:
But the most important ohe is the staff, their behaviour, knowledge
and sal esmanship. '

Good rules @

1. Try to recpgnize and know the customners.

2. Teach yoursel f listeming to the customers.
3.  Teach yourself the right selling arguments.

VAN Be en adviser to the customers and you will get several happy
customers even in the future.



The active Salesman

Sales can be inhcreased in three ways @

1) By recommending other lines

2) By sclling larger quantities

3) By attracting more customers to our shops.

RECOMMENDING OTHER LINES

A

Recommending means drawiné' the customer’s attention to any of the
goods and services of the Socieiy, which we think will interest her.
We should be alert at every stage of the sale for sn opportuni sy to
recommend, and we should have at our. fingertips suitable lines to
sugzest whenever a need is revealed. not t ti
Ihe end of the 'gale, we may often miss an opportunity by doing that.
Lines for recommending can be divided into six groups ¢ Altemative,

Companion,‘N.ew, Reduced, Seasonal and Manager”s.

Alternative Line ¢  Alvays be ready to offer alternative goods that will

satisfy the need if what the customer asks for is not available.
Companion Line ¢ It is loglcal to suggest an article associated

in us2 with the one being purchased for e.g, biscuits with tea. If
your suggestion ig sound, it will be taken by our customer as a
pleasing sien of genuine interest in her needs.

Newline :  Mention any new line we have just begun to stock, and
remenber a line may be considered "new! for atleast one month asg it
generally takes that long to meke sure all customers have visited the
B’rancl:h.

Reduced Line : Many customers, and particularly those with the

éoonomy motive, will appreciate being told of a'line which has been

reduced in price.

Seasonal Line : A1l shops stock and feature goods particularly

appropriate te the various secasons of the year; and it is extremely
important that these should receive propér attention. Otherwise, they
will be left on hand until it is too late and eat away the profit

on the goods sold.



Manager’s Line :¥ There are often lines which the manager for variousd

reasons wishes to be drawn to customer’s attention. Keep this constently

in mind to introduce whenever appropriate.

How to recommend

If an opportunity to recommend an additiongl purchase does not arise at
any time during the sale, it may stlll be made after the cash has been
teken. Do not ignore a lock of interest or a question which indicates
that, the customer’s attention ‘has been caught my something she has heard
or seen., Even if an extra sall is not made that day, we may well plant
a seed that will mean a sale in the future,

We shall maske recommendation confldentislly belng careful neither
tc speak hesitantly nor too forcefully. We are being helpful to the
customer, so there is no need to be apologetic. 4void such negative
remarks as "I suppose you wouldn’t be interested in sesas. s Say
rather,. "Have”you tried the new toilet soap, Mrs. Rao? It”s very good
for the skin and has a Iovely perfume®. On ‘the other hend, we are
suggesting, not ordering. 4 remark like "You can’t afford to miss this
week’s bargains in tinned apricots," maybe resented, "Have you noticed
we have reduced spricots in heavy syrup this week?" will be gppreclated.

We shall glways try to be secifio in our recommendations.
"Anything else today madam" is a very weak way of attempting to sell
more, and is very unlikely to produce results. Sir:nply reciting a 1ist
ig also watks It is the hit-on-miss method. \

Practice recommending :"Ln the quiet times to acquire the skill that
will carry us through when we are busy. The buying spirit in the air at
busgy times helps us to sell snd often in describing an article to one
customer we may be selling it to some one else whe is walting.

SELLING LARGER QUANTITIES '

In many cases, it will be to the advantage of our customer to DUV ’
a largeir quantidy o6f merchandise, for the sake of her convenience or o° &
ground of economy, 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 hesvy load to carry. Larger sized tinned goods, packaged ceresls,
ete. are elmost always more economical. On whatever ground we suggest

a larger purchase, we must be sure to explain the advantage of it to the

customer.

ATTRACTING MORE CUSTOMERS

The third way of building bigger sales 1s to gsell to more people.

Although an attractice looking shop and window digpleys can go part of
the way in bringing people into the shop, good service given is the
most potent means of maeking people buy and come back to buy again.
Particularly in these days when the standard of courtest and service is
not uniformly high in 211 shops, a splendid opportunity exists for
building the reputation of our soclety in this regard. If customers
have received interested attention and helpful advice, they are likely
to comment to others about "that at the Co-op shop who was so helpful
and interested." Remarks like that can do more than almost anything
else to attract new members into the Society, and to mzke members
visit the store moré regularly for all the things they need.

Customers’ complaints

Retail traders are generally hesitant to customers’ complaints
on purchases, which have been concluded and paid for,

The chief causes of complaintg are among others:

- delivery of wreng-goods

- shortages-in goods delivered

- deficiencies in qualities

- overcharges in totalling the s=nles

~ wrong change given

~ claim that the goods -can be bought chegper el sewhere

- service complaints
In the cooperative society, the Manager should himself deal with
complaints and it would be good policy if he approaches the di fficulty
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wi’oh a desgire to adjust it in the customer’s favour, except in such
cases where it 1s absolutely evident that the customer is wrong.

"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 ars frequent the Manager must trace the
cayse of them at the roots.

C;ai'elessné'ss is the cause of at Least 70% of the complaints
in an average store,
To remembér

When’ assessing the chstomers”’ complaints it must be taken into
congidération, that the success of the cooperative store depends to a
large degree tpon building up 2 cadre of customers who will make
purchases azain ahd again and who will buy from the society’s shop

as much as their &pending power permits.

Staff mﬁeeting'

The staff meeting is an important medium of internal training
and also for discussing various problems and ways of tackling them,
Through staff mestings the salesmen are in fact directly involved in
the society’s business whieh will ‘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. It i
therefore of great importence to know the ataff opinions about solutions
to the probians. A weekly staff meeting should therefore be conducted
to discuss the following ¢

1. Current matters concerning the shop/society
2. Sales targets
. Sanples of new articles etc.

Sales activities for the coming

Sales arguments for campaigns, articles etc.

o W W
L]

. If possible, a lecture should be .conducted and a
special subject discussed such as Salesmanship, display
+  of goods, etc. -
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Cleanliness and Hygiene

A great deal more attention is pai.d today to cleanliness in the
handling of food than in the past. One of the reasons in fact why
'the timover of pre-packed goods is on the inc;ease is to protect
them from contamination. But that does not lessen our personal
responsibility for keeping up a high standard of hygiene in our shop.

PERSONAL HYGIENE means paﬁng attention to

~ use of some kind of uniform, which should always be clean

- our hends and our hair
- using dishes, tongs, knives or scoops wherever possible for
handling food.
- avoiding unpledsaent personal habits
Examples of personal habits which can develop very easily but must
be avoided are : '
-  breathing on scales, dishes, counter etc.
- using the hands instead of a duster to brush away dust
or crunbs
-~ blowing into a bag to open it
- licking fingers to turn pages or aeparate 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
, Moreover, always wadh your hands after handling dirty goods, or
‘at least rub them on a damp gwab that is often chenged, and always after
using the toilet,
SHOP HYGIENE is mainly a matter of taking the trouble to keep the
premiges, fixtures and stock scrupulously clean. A customer can tell

whether a tc;o%d shop is clean or not by its smell as soon as he enters.
Coffee, spiess etc. have a tangy aroma, but they are pleasant in

themselves.
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The .cleanliness of the ingide depends on

- a high stanélard of personal hygiene
-~ a regular and adequate routine for cleaning.

We must of course, be supplied with the necessary equipment - brushes,
brooms, dusters, swabs and enough hot-water, soap, soda and

.po'lishes. But it is our responsibility to look after thesé cleaning
tools, keep them clean, and store them in the proper place.

-When we are clesning the shop we shall igke care of the
orners, the middle then tskes care of itself.

Summary

The sales promotion activities, shop location and layout, the
commodities and not least the salesmanship of the staff are teken
together the main factors of the success of the gociety. The society
cannot spare any of these factors as they are linked together in a long
chain. Together they create a loyal following and build up a habit
among the customers to come regularly to ti}e shop and make purchases.
This is known as "Goodwill® . '

To remember

If 100 customers visit the shop every day and each of them,

because of the attractiveness of the shop buys for one rupee more per

day, the tumover will increase with 30,000 rupees per year.
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RETAIL FRICING #OLICY IN CONSUMER SOCIETIES

By: Dr.Dharm Vir

It is said that poor beople 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‘}or the use of a productlor service.
Alternatively, a price is the émount 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 énd 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. PRICE AND PROFIT

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 tﬁét 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.
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The decrease in supply of a commodity or a service will finally result
in higher prices. 8o price and profit are intimately related. Price
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.:

Maximisatien 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 maximun
profit becomes the aim of a cooperative. The profit becomes just a bye-
produét 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 members 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 commercial enterprise competing with other enterﬁrises in
the open market. So it has to follow the acceptable trade practices and
the economic laws governing the market. Like any other enterprisc 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 patyons on a reasonable price the cooperative will
become more popular among the public. Talented workers and professinnal
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.
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FACTORS AFFECTING IRICE OF A CONSUMER COMMODITY :

Internal Factors

(a) Cost of production and supply to retailers.

(b) Cost & efficiency »f distribution system.

(c) Cash or Crcdit sale,

(d) The nature of commodities, e.g. foodstuff, perishable goods etc.

(e) The continuity of operation (férmation of funds for development
etc. )

External Factors:

(a) Demand and Supply position,

(b) Consumers' behavioar

(c) Trades behavigur, margin etc.

(d) Competitors' behaviour.

(e) Government rules and regulations.

DEMAND 4ND SUSPLY SOSITION

The commodities or services can be classified according to their
demand and supply positicn in the market. These are as follows:

(a)" Starce commodities.

(b) Commoditics 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.

SCARCE COMMODITIES:

Scarce commodities are kept in black stock by the private traders
and sold out at higher prices. Thé Goverhment makes arrangement for
supply of' 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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COMMODITIES AVAILABLE IN ABUNDANCE:

Commodities available in open market are bought :and sold by a
consumer cooperativé gociety along with scarce commodities. Such types
of commodities give good margin to sellers and therefore competition in
such commcdities is found quite keen, The society has to select brands
which are standard, cheaper and popular and 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. On the other hand,
it is saild 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 introducée rebate system in their enterprise.

Cost Price ¥Folicy

It is also argued as the society is meant for the maximum service
tc 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 theﬂ the society can sell the commodities almost at the cost price.
This policy may apheal to consumérs and patrons but it will prove more
harmful for the consumer cooperative as 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 funds to face
competition in the future. The Price Rise Resistance Movement or the
Falr 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 1is unpractical because of the fluctuation of the prices in the
market. Suppose & commodity, for example pulses is sold at Bs.2/- per kilo
on & particular day on a cost prige basis, the next day its mquet price

may go down to %,1,90 Paise and if the society continues to sell at Bs,2/-
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per kilo, nobody will buy it from the society. If the society decides
to sell it at &.1.90 k.g. 1t will have to bear a loss which qannot be
recovered from any other source. 8o the society either will have to abandon

its pricing policy or will have to close down its operations.

Some experiments with cost price policy are in progress in Canada
and other Westerﬁ 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 $5.00 each.

(b) It buys food for members and does not sell food to cu’ tomers.
(c) The members attend perindical meetings and help in taking

decisions.

(d) The Board of Directors presents 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 #RICE POLICY:

Although it is difficult to make a formula for determining price
for all types of commodities and for all the time to come. However, a
consumer ééoperative 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 such 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 commnodities market prices canr 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
'buyefs but to consumers in general, The Choperative Department Stores
giving up in certain parts of South-East Asia are also trying to follow
the above policy. However, to follow the active price policy a society
should have price fluctuating funds and confidehnce of the members. It

should have trained staff and market intelligence services at its disposal.

COMMUDITIES OVER STOCKED:

There ara 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 cooperativeé., The society should get rid of ‘such stocks
as early as possible but in accordance with the trade practices. Reductinn
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
commodi ties, for example, stale food products should not be on reduction
sale but must be destroyed or disposed off through appropriate channels

quietly.

In case of slow moving articles, the price should include additional

handling and storage cost.

HOW TO FIX FRICES:

Generally there are Pricing Committees in consumer ccoperative
stores. These comittees meet periodically and review the market prices
and change the prines charged by the consumer cooperatives, uite 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
dotermine prices. ¥¢ 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 geheral
members in confidence. 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 membe™
are organised to study the pricing policy of the cooperative from the

consumer point of view.



In: fixing prices, the Manager should keep in view among others the

following psychological points

1.

CONCLUSION:

A customer pays price for the values attached to the article as
well for values attached to'@he act of purchase and for other

extra factors.

Besides, following one of the pricing policy and giving true
cheapness of article, efforts may be made to suggest and
convince customers about cheapnéss of the prices in his store.
According to this technique 'loss leaders' may function as the

islands of loss in a sea of profit,

In addition to comparison of competing prices for the same
article, a price is compared by cusgtomers with the intrinsic

vaiue of the article or its use,

~

A price may also be called cheap when its cost formg smaller

part of customers' growing income.

The price-consciousness in gngtomers . depends on the number of
times they are exposed tC a certain price as well as on the

simple nature of the price.

The customers are more sensitive about prices of articles which
require the expénditure of an important part of his available
income also about prices of those articles which fluctuate ‘
regularly. It is an interesting fact that ideas of many buyers
regarding the share of certain articles in their total
expenditure does often not cdrrespond with reality. For example,
the share of bread and butter is often over estimated, perhaps
because of old ideas. Contrarily, expenditures on luxuries like

cigarettes and drinks are often underestimated,

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 the cost price policy and the market price policy and
have emphasized on the active price ‘policy for cooperétfvg consumer stores,
However, in practice there are problems which éannot be solved only following

cither Of the above policies,

The main problem before ¢ooperative consumer societies in following
the active price policy ié that they do not have adequate support from
its members and patrons. The private trade under-cuts the prices, quite
often avoids sales~tax or other taxes and these attract more customers.
It is said that' public consciousness should be foéused 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 sconomically viable primary units
can solve some of the practical problems of cooperatives in supplying

consumer goods at rcasomable retail prices.

In addition the manajer should implement the pricing policy formulated
by the board in a very dynamic manner. He should keep in view the psychology
of customers at the time of fixing prices for different articles. He should
not'éimply say that he expects certain percentage as gross margin ‘from a:
category of articles'on sale, Id order to achieve optimum sales results,
he has to relate the turn over to the fixation -of price for each articles

or catééory thereof,

It is not easy to kéep tract of psycholbgical factors such as price-
consciousness or price gensitivity on the part of consumers., These factors
are not'constanb but variable in degreces. The coodperative should therefore;
undertake market intélligence surveys. This sort of practical research
need not be expensive or domplicdted, however it should be systematic and
continuous. is loné 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 resulés will be incommensurate with_ thé;

entire sales efforts.
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PRINCIPLES OF CONSUMERS' COOPZRATION *

J. M. Rana -

Director (Education Centre)
International Cooperative Alliance
New Dielhi. :

Early in 20th century 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 socleties.

i, Opecn 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,uperativé'activity in the context of the
present-day economic, social-znd political éituation and to suggest whether
any of the Principles should be reformulated. The Report of the Commiséiéﬁ
was considered by the ICA Congress held in Vienna in September 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 croperatives in Delhi, It has
been subsequently revised in the light of principles of Cnoperation adopted
by the ICA Congress in 1966,
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2. Cooperative Societies are democratic organisations., Theiry
afﬁalrs should be administered by persons elected or
appointed in a manner agreed by ‘the members and accountab
to them, Members of primary societies should enjoy
equal rights of voting .(one member, one vote) and
participation on decisions affecting their societies.

In other than primary societies, the administration ghould
be conducted on.a democratic basis in a suitable form.

3. Share capital should _only recelve a strictly limited rate
o interest, if any.

4. Surplus or savings, if any, arising out of the operations
of a society belong to the membprs'of that society and.
gsholld be distributed in such fiannetr as -would ayoid 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 e¢ommon 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 ‘ofi their members, officers, and employees and
of the general public, 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 amd 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
undertakings as distinct from private or publi¢ enterprises. In addition,
they are good busines; rules too which have stood the test of time. Their
non-observance has been the cause of many a failure. A correct interpretation

and applicatioﬁnof these principles are, therefore, very essential for the

success of consumers' cooperative societies.

In the following sections, the principles are discussed one by one, but on
account of their close inter-relationship, reféfences to other related principles
have been made, wherever Necessary.

OPEN MEMBERSH}P:

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 opeR
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to all persons who require the services offered by the society and who
satisfy general conditions regarding age, residence etc. incdrgorated in tﬁe
bye-laws. No distinctions aré made on the basis of race, religion, caste or
political opinions of members. All members are free to join or leave the

scciety 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
companies, membership in the venture is restricted so that each member can
have larzer proportion of profit, depcnding upon the shares held by him.
In public limited companies 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 hav.e 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 members. Reserves are also used for

issuing bonus shares to members.

The practices in a coopecrative arc 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 "Qpen Membership" principle has been responsible for -the following
good results: '
1. This principle gives the consumers' movement its idedlogical appeal of

univarsality.

.
2. Uniting consumers on a common economic platform, irrespective of their

other interests, makes for a singleness of purpose. Folitical, religious
or sectariar interests are not allowed to sidetrack the activities of
cooperatives from the common social and economic goals which are of

interest to all members.
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3. If consumers® cooperatives are to compete effectively with private trade,
they should enter with wholesale trade amd also undertake production,
This however requires large capital and also a large market., It has been
possible for the consumers'! movement to achieve Eoth of these by enlarging
its mémbership. Consumers' cooperatives are associations or ordinary men
whosc resources are not large. But By expanding the movement to a vast
nembership, 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 cnoperatives 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 would Keep the society's management alert and responsive
to members' nceds. . On account of this factor, the movement cannot rest on
its oars. The movement must maintain continuous dynamism and achieve
higher standards of cfficiency and service if it is to sustain members!

loyalty and win fresh adherents,

A departure from the open membership rule has taken place in several
countries of Séuth—East Asla iq regard to employees colsumers societies, where
membershi} is restricted to employees of a particular govermment department,

a- particular factory or establishment. Sut¢h societies have worked well in
comparison with general stores for several reasons. First, they get certain
benefits like free éhop accommodation, free electricity etc. from the employers.
Secondly, since the members are fixed income earners, societies get adequateg
finance. Thirdly, members know each other well ard the commonness of their .
interests is well understood. Finally, it has been possible to find elected
leaders of proper quali%iciations on account of the good educational background
of members and mutual knowledge.

However, these societies remaih small societies and on account of the
reétrictiveichanacter of membership, a serious limitation is placed onh 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. 3econdly,-location of shops- in business premises of the factory
is often inconvenient as members may have to carry thelr goods long distance.
With the shift of shopping responsibility from the male member of the family
to the housewife, which is: taking place in most countries of the Region on
account of the advanceme nt of womén's social status, such shop locations will
become highly inconvenient, Thirdly, in an employees' society, it is

unlikaly that the members would appreciate the larger goals of the movement
unless sccial efforts are made., The feeling of cooperative solidarity will be
difficult to develop, particularly when persons living in the same locality

or nearby are denied membership and they have to organise another cooperative

society.

DEMOCRATIC CONTROL:

This principle means '"one member one vote" as distinct from one share
one vate in capitalist enterprises and signifies that a cooperative socliety
is an asscciation of human beings and not of capital. Control of the
operations and management is ultimately vested among ﬁembers who have equal
rights, and the actual management is entrusted to a managing committee

clected by the members.,

The administr- tive structure, however, would differ depending upon the size
of the society and depending upon whether a society is a primary or a secondary
che.

PRIM..RY SOCIZTIES:

8mall Sctieties: In small societies, the organisation is simple, the
supreme aithority is vested in a general.mecting of members which takes place
once or twice-a year. The main functions of the general meeting are to
elect the managing committee, approve the annual report and statement of
agcaounts and decide upen the disposal of surplus. The management is honorary
if the societiés 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 managef, supervise

his work and take important decisions,
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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 the situation in several countries of the Region,

In these societics, the business training of board members is of great
importance and the Croperative Unions havé an important role to play in

organisation of c-operative education,

Large Societies: Arother form of organisation becomes necessary in
large socicties having several thousand of members. The usual ‘method anpted
is represcintative democracy.

An example from Sweden may show how democratic management could be
organised in large societies. V ‘

A description of organisational structure of the Stockholm Cohsumers'
Cocperative (Konsum) whicﬁ is a very large soclety, may be of intereét here.
The Stockholm Konsum has neariy éO0,000‘membérs. They meet according to the
districts (localities) inwvhich they live and din whose store they shop. These
district meetings and delegates to represent the districts at the general

assemb}y of the socigty. )

The district cémmittee serve as links betwcen tﬁe members in each of the
118 districts and the central management of the Stockhoim Konsum, Thé function
of district‘megtings is also to discuss the annual report of the society,.
suggestions ofithe board of directors regarding surplus distributions, In
other words, %he affairg of the society are first discussed at. district meetings
and .then at annual meeting of the general assembly,

The general assembly of Stocikholm Konsum gomprises 124 delegates, who
include onhe from each district and six represemtatives of employees. The assembl
elects an ndpinistfativé Council which corresponds to the Board of Directors
of small societies. The Admihistrative Council apﬁoints the Board of Directors
which consits of the heads of the society's main departments., They areé all
salaries full-time emplcoyees and all of them together perform the functions
of the general manager of a small,society. The day-to-day management vests
in the board while approval of the Administrative Council is necessary on all

important matters.



Federations:

The general assembly of a consumers' soclcties federation is usually a
delegates' meeting., These delegates are elected at the general mecetihgs of
cach of the member-societies. In order to ensure that representation i's given
to societies on the basis of equality of members, one of the following methods
is adopted. '

i, The' fumber of delegates a society can send to the general

assembly is btased on its membership. This is a strict application
of the principle of '"one man ona vote"; To avoid the dominance
of large societies, a limit is often placed on the number of

delegates a society is allowed to send.

ii. In’ some cases, the principle of patronage is introduced in
fixing the voting powcr of the soeieties. Representation in the
generdl asscmbly is given on a combined basis:
(2) a cértain number of 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 Wholesale
Society (KF) is described below to illustrate the structure of a federal
orvanlsatlon -

The aréa of operations of KF is divided into 24 districts. Each district
hnlds a district congress every spring., BEBvery consumer society is entitled to
send one delecate by virtue of its membershlp of KF and an additional delegate
for every 500 members, ‘with the limitation that the mumber of additional
delegates shall not-exceed the ratio of one delegate for every 200,000 kr.
of the secaety's purchases from KF during the previous year.,’

The main work of the district congresses are as follows z

i. ' The district congresses reccive from the delegates their report
. '6f the National Congress.
ii. The district congresses examine the reports of thelr district
comni ttees concern}ng activities within their district, and discuss
matters of cooperative importance for -the district, such as future
plans of fcederated bakeries, industrial ‘undertakingst educational

activities etc. within the district, district committees of 5 to

7 members each are also elected.
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iii.  They make a preliminary examination of the annual report and
proposals of the managing bodics of KF,
iv. They e}ect delegates to the forthcoming National Congress of Kr,
V. They nominate members to the ~dministrative Council of the KF.
Thesc noninations are to be approved by the National Congress.,
The number of council members which each district congress is
entitled to choosec is stated in the election procedure of the

National Congress.

The National Congress which is the general assembly of KF comnrises about
400 delegates. The Coulgress examines and takes decisions on the report and
proposals submitted by the Administrative Council of KF, decides upon the
disposal of surplus and elects three to five auditors. The policy questinns
for the consumers' movement as a whole, particularly those concerning the
direction of future development, finance, the workimp harmony of societies,
cooperative industry etc. are also debated and decided updn at this Cooperative
Parliament, : :

The Administrative Council coneists oﬁ 30 members who include managers
of local socleties =nd laymen. The Council thus has a diversified experience
available to it- managers having knowledge of local distribution and production
and the laymen having knowledge of the points of view and wishes of consumer
houscholds.,

In order to maintain effective supervision over the Board »f Directors,
the Councii is divided into a number of sub—épmmittees, each exercising
contrnl over a particular sphere of activities of Kr,

The Coun;il meets 10 to 12 times .a year. The Board of Directors who. are
full~time employees, Lossess great frecedom of action but it must consult the
council con all major issues such as oxpansion of KF's area of activity, decisi®

relating to real estate, leng-term investment of surplus funds etc.

The above account is illustrative of democratic management in a large
wholesale federatio-n, It is not necessarily the typical structure for
wholesale federations but it shows the manner in which democratic management

is combined with efficiency of operations,



LIMITED INTERxST ON CAPITAL:

The role of ‘share ¢apital in a consumers' society is different from that
in a private enterprise. It is not risk capital:in a cnoperative society
and the aim is not to declare as large a dividehd on share capital as in a
joint~stock enterprise.. In a consumers! SOCicty; buyers and ownhers are'the
same persons and the aim, of the society is to provide goods and services at as low
cost as p0551b1e, keeping in View the lTong~term needs of developing cooperative
business, Thus share canltal represents savings made available by members to
the soc?ety for businessg purposes., Sharé capital is important from the point
of view of providing the movement with part of cwn cépital which gives it a
certaln. freedom cf action, The rule of -limited interest ensures that the
required capital is available to the society at low cost.

Howgver, shares differ from cther savings made available by members in the
sense that they make members part owners. _

Shares arg; treated differently from loan capital, and they are-not regarded
in any way as risk capital eVven under strict limitations. This ig 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
déliberage p-licy of overcharging the members,

The principle of limited interest is of considerable impprtance from the
point of view of building up "own @apital” of societies by allocatinn of
surplus to the reservesw.JSince-daﬁital is entitled to limited interest, the
disposal of sprplua has 'to be considered in relatinn to members' interests as
customers and owner;. Obviocusly, ‘the bﬂilding,up of capital, if it would go to
cﬁeapen or improve the quality of goods supplied by societies, is in the
1ong—term interests of members. Members may elect tc receive less interest
than the legal minimum and transfer substant1a1 portions to reserves,

The three-principles viz. democratic management, limited interest on
capital and patronage dividend take away from "oapital" the tremendous power
it possesses in joint stock companies. The prlnclple of management based
on one membey one vote and n-t on the size nf share capital owned by a person
divests capltal of its control over the enterprise and vests it in consumer
members, The principle of digtributing surplus on the basis of members' patronage
énsures 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 which is radically different frop
the private ontetrprise.

DIVIDEND ON .URCHASES .

The surplus which arises in a cooperative business is on account of the
purchases héde by members. In view of this, after allocation is made to
reéé}ves, depreciatibn, interest on share capital etc, the remainder of the .
surplus is rotlirned to the members, depending upon the volume of their purchases
with the cooperative society. 1In other words, they receive what they have
been 6verch5rged. ‘ |

Patronage‘div*dend has offered an excellent method to -consumers' movement
for bringing non-members into codperative societies .and for building up own
capital. Non-members are allbwed to shop at the cooperative store. The .
consumer soclety gives non-members dividend on purchases at the same rate as
}ﬁembers. In the case of non-members, hcwever, the dividend is not withdrgwabla
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 accumilated dividend and become a member. This is very,
convenient to people since by simple starting to shop at ?he cooperative store,
they accumulate necéssary savings for buying a share.. The benefit of shonping
at the coopérative as against a private shop is &4lso obvious to the non-members.

Azpolicy followed by some cooperative movements is to charge market prices
and distribute'dividend on the basis of members' patronage, Patronage divi@gﬂd
is an attraétidnffor the meﬁbers‘to shop with their ccoperative storelﬁgigc%
members would get a sizable return at the end of the year. Considerable reliance
is placed on these Jdivis" in Bngland. However, in Sweden a different policy is
adopted where the movement pursues an active price policy. The Swedish Movement
sets lower ﬁfices and competes with private enterprises not only on the basis
of quality but also of'priees."When such an active price policy is pursued,
members receive the benefit of lower ‘price immediately and are éontent with
lower dividend. In an active price policy the prices charge# .should be so
calcu}ated 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,
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PROMOTION OF EDUCATION:

This rule is oI paramount importance when oriinary mombers attempt to run
their own business. It would be very unwise for them if they do not equip
themselves adequately for the tasks they undertake. &ince the cooperative
institution is a democvatic organisation, its successful working depends on
the knowledge and ability of the members an? the Board of Directors. In view of
this, connsiderable attention iz given :v~rrwhere to educating members before
the formation of societies and carrying on this process after the society is
organised. S8uch education is Necessary in respect of meuwbers, the Board of
Directors and employees. This responsibility is generally undertaken by the
cooperative unions in collaboration with the primary soccieties, -

The cooperative societies in advanced couatries and several countries of the
Region usually set aside a small percentage of +thelr profits for educational
puUrposes.

INTER-COOPERATIVE RELATICNS:

Cooperatiée societies at the primary level have collaborated amnng
themselves to establish federations for providing them cornonly required economic,
technical or educaticnal services. These fedcrations have been established
on a regional, national ard cven international basis. Such collaboration
among cooperatives has helped to achieve for them considerable econoric power
and thereby effectiveness in withctanding comnetition and proviaing ssrvices
to members, In the face of growing competition from private enterprise which
is establishing giant concerns, conoperatives in advanced countries are
integrating their activities to an ever increasing extent in order to achieve
greater unity of acticn and competitive powore.

' Collaboration among cooperatives should tazke place not only between the
primaries and\their federations in any particular ~conomic activity but also

\
among cooperatives of various types by giving support to cach other's activities.
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I

INTRODUCT TON

1. I am grateful to the organisers of the Inter-Regional Seminar on
* Cooperative Distribution of Consumer Goods, viz. the ILO, FAO and the
Danish Govermment for inviting me to speak on the subject "Recent Trends

and Problems of Consumer Cooperatives in Developing Countries'.

Qe L will start -out my talk by meking 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 undérstand that my talk is expected to present a background
picture against which more deeper.and penetrating analysis

will be mede 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. Some of the problems have 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 regerd to the distributive trade which calls

for efforts for consumer protection (cmse for consumer 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 coursé of this discussion, some perspnal

observations and suggesfions will also be made,

II
CASE FOR CONSUMER PROTECT ION

is phenomenon ‘relevant to our discussion is the very rapid rate
at which urbanisation is taking place in the developing countries of
hsia, The growth of towns ané cities are responsible for the emergence
of a fixed income earning groups who have increasingly similér economic
interests. These groups.could be broadly categorised 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 required 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 prdéuces 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 who may infringe the code. As against this, there-is greater
division -of labour and specialisation in urben 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 m2y be classified under four heads,

i. Adulterdted goods ;
ii. high pricés;
iii. competitive advertising; and

iv. credit buying and other aspects connected with supply, such
as unhygienic storage and display, short weights, misleading
consumer information, etc.
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& case situation is presented below with regard to some of the
above problems which the consumers in India have to face.

Product LHdulteration:

AY

L high degree of adulteration 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 progreésively increased on its journsy from the threshing
floor to the market in dmritsar and the surrounding districts"?' &nother
author states that the percentage of foreign matter in wheat ranges from

3.9 in Bombay to 14.11 in Hyderabad.2 Considerable adulteration takes
place at the producers! level tecause of high tolerance limi%s 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 ere not available with
regard to the extent of adultration Two enquires were undertaken
concerniﬁg adultration of foodstuffe in 1937 and 1940 at the instance of
the Central Advisory Board of Health. The Committee which méde the first
enquiry concerning two commodities viz. nmilk and milk prcducts and edible
oils, come to the conclusion that "not only is adulteration widespread
throughout the country but the degree to which it is practiscd is extremely
high". These findings were found to be substeztially correct in regard to

other foodstuffs too by the secord inquiry in 1940.

Coming nearer to the presert times, we find a newspaper report of
1960 which says that "in Delhi spices are liberally mixed with a large

content of brown powder, yeldow .aud, sand, jute fibre and saw dust.

1. Kvlkarni : Agricultural Marketing in India, The Cooperators! Book
Depot, Bombay. 1958, Vol. II p 315.

2 A.I.Quereshi: The Future of the Coop Movement, Oxford University
Press, Madras. p 81.



According to one sample analysis of adulterated foodstuffs a certain type
of grass is cut into fine pietes, dried and mixed with carroway seeds.
Cut of every two samples of milk taken in surprise raids, one was found
adulterated to the tune of 49%%. This is also true of milk products. In
many cases, ice-cream has been adulterated to the extent of 31%. Nor is
tea sparcd and leaves and bark of some trees are sold .out as the tea
leaves. More saffron {5 sold in Delhi than is produced in Kashmir, the
only supplier. 4 factory manufacturing spurious saffron from jute fibre
and coloured flour was unearthed in Delhi. According to an analysis
recort, honey is 48% mixed with jaggery, gur syrup and other sugars.
Butter is mixed to the tune of 45% with coloured Vanaspati. Chilli

powder contains 37% aust",

It was mentioned at the seminar of the consumers' association in
India neld in 1961 that colouring of vurmeric with lead cromate is done
widely in the Calcutta market, since the housewife there prefers to have
bright yellow turmeric. Iead cromate however, is poisonous and harmful
to health. Another telling instance mentioned at the Seminar was the
absorption of old bottles by the market at high prices which are used to
sell spurious goods. The commodities which thus finally reach the consumer
are highly adulterated with the result that the consumer is peying much more
than what he gets in return and the quality of stuff that he gets is poor

and injurious to health.

Rise in Prices:

Another herdship which presses on the consumers seriously is the
high level of prices._ The niddle 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 pcople interviewed were of the view that food prices were going up.
More than three fourths of the people said the same thing about menufactured

1. O . . . . . .
goods,” In this connection, a rise in prices of consmmers' goods which

— -
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3. Indian Statistical Institute: Report on the Survey 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 the
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
allovances of government servints. But, within a fortnight, states a
newspaper report, the Governﬁent employees "have started realising that

the upgrading of the city h&s 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 pulscs

have gone up by Bs.5 per maund, of toilet soaps by 2 np per cake, of mustard
and til oils by Rs.3 @ quintal and of wheat by Re.l to Rs.1.50 per maund,

The level of prices are determined by a number of factors affecting
the su>ply 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 anticipatinsn 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 study 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
Medium More than 60% - less than 75%
Low More than 50% - less than 60%

Nil Iess than 50%
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The results by various types of commodities zre summarised below:

In the clothing section, low concentration exists in two out of

nine items. viz. woolen weardble fabrics and worsted Knitting yarn. 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 necessaries, such as matches, cigarettes, etc.

high concentration exists in all nine items. However, the situation is
redecmed because a number of artisans and small producers produce items

like soap and leather footwear,

In the medicines section, high concentration exists in 18 out of

19 items - 100 per cent ir. 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.

Iransport goods, out of 23 items, high concentration exists in 19

items, medium in threec and low in one,

Building material out of six items, high concentration exists in

two items and mediuvm in one.

Miscellancous_section, out of nine items, high concentration

exists in three and medium in onc.

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, elecpric lamps, instruments connected with medical science,
sewing machines, calculating machireas, safety razors, pressure cookers,
time pieces and duplicating stencils. High concentration is also to be

found in severgl of the production materials, such as nitrogeneous
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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 manufecture production meterials 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 coﬁnection, th¢ Monopolies
Commission, Indie, has the following to say: "We did, however, compare the
cost of production as supplied by some industrialists with the profits
made. On such comperisens, we are convinced that in certain goods of
common use, including certain drugs, exhorbitant prices were actually
cherged 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

substantiel competition and they acted as price leaders".

Advertising:

£s & technique of.disseminatihg information, advertising undoubtedly
has an important contribution to make when the consumer is faced with &
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,

Advertising 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 meking
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 sech other out. One economist has
pointed out in this connectiont "it has the effect of channelling resources
into its own perpetuation, effecte which are not entirely dissimilar from
those of competitive ‘armaments of the governments". The system of patents,
trade marks and éopy 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 until

the consumer is so 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 fractioms, 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 forthenselvesihereentry 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 following words: 'our problem is & client comes into
my office and throws two newly minted half-dollars on to my desk and

says "mine is the one on th¢ left, you prove it's better".!

The main problems created for the consumer by advertising may be
summarised as folldws:

i, Advertising in private enterprise is highly competitive and
wasteful., It increases costs for the consumers to a degree far hlgher then

justified by the informative value.

ii. Brand differentiation calls for extansive advertising outlays

to protect brands from the competing brands. This drive for product
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differcntiation - often imaginary - coupled with other sales promotion
methods &.g. discounts, gift coupons, has left the consumer bewildered

with regard to price comparisons.

iii. Often advertising is directed to hold the attention of the
consumers and to hypnotisc them, When it claims exaggerated virtues, is
misleading or positively harmful through play upon the fear motives, it

docs groat harm to the consumer.

Credit Buving and Other .specis:

an important factor which enables the private retailers to acquire
and maintain their hold on consumers is allowing them credit on their
purchaséS. Credit buying appears to have become an ingrained habit
amongst peoplc irrespective of their incomes, and particularly among the
industrial labour class. -11so 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 take liberties with quality, prices ete.
with impunity.

Other aspects of private supply injurious to consumers are short
weights, unhyglenic storage and display of goods by the retailers,

"take it or leave it" type of service cte.

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 consumers!
bodies as watch-dogs of consumers interests, the emergence of a2 code of
competitive ethics amongstbusinessmen, 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, & healthy effect

over the operations and practices of private merchénts.

11T

HISTORICAL BACKGROUND 4ND RECENP TRENDS

Ceylont
From 1912, to 1939, small stores were organised for supplying

curry materials and other simple household 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 tley
were found necessary due to the distance from the towns. Thé‘plantations
owners 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 1941 until the end of the Second World War, a large number of
consumer stores were organised as a consequénce of scarcitles in consumer
articles. Efforts were made to expand the range of goods and central
purchnsing agencies in the shape of wholesale stores unions were created.
at the apex level the Cooperative Wholesale Establishment was organised
which was intended to be converted into a cooperative organisation but

has remained a govermment corporation. During the post-war period the
consumcr movement suffered a gradual decline due to several factors viz.
the removal 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 socicties
all over the country. These. societies and unions were engaged in a variety
of tasks, such as sale of consumer goods, marketing services, contract work
paddy milling ete. 4 significant portion of the activity, however

continues to be concentrated on the supply of consumer goods.
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The following table gives statistical position of consumer

cnoperative activity in Ceylon.

Retail Consumers! Coopcratives - 1965-66.

Type of Society ] No. Membership $ Sales (in million)
Stores Societies 715/ 218,095 Rs. 75.5
M.P.C.S. ' 4017 194,334 352.0
Rstail Depots of Unions 404 600,633 143.0

- 5135 1,013,062 5705
Notes : 1. No. of consumers attached to the retail points: 7.75 million

i.c. 68.4% of the entire population.
2. Total number of retail selling points is 5,109,

i4n important factor of the consumer cooperative work in Ceylon is the
great reliance placed by the cooperatives on distribution of retioned
comuoditics, especially rice and nther 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
gsocicties and stores societies. However, in the context of the sole importing
rights enjoyed by the CWE and the relatively small amount of domestic
production of consumer articles in the country, the contribution which
this Union could make is yet to be chalked out in practical terms.

The Consumers cooperative movement in India may be divided broadly
into the following three periodss:
i. Period 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 commodities. Since 1920, with the formation
of the Indian National Trade Union Congress (INTUC), the labour unions

have insisted upon the provision of cooperative stores and canteens in
industrial establishments as a part of the labour welfare schemes, However,

during this period, the nimber of consumer stores organised was rather'small.

H
Period from 1939 to 1951 :

<8 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, government introduced price controls
on essential commoditics and food-rationing and utilized the cooperative
agency for ensuring fair distribution. Iss part of the policy of controls,
cooperative societies were given meonopoly of distributing controlled
commodities in some States, while in others they were given preferential
treatment over private traders. &also industrial employers, the railways
and other govermment 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 Ps.820 million during this period;
It should, howé%er, be noted that this growth in consumers' movement was
not uniformly spread over all the States. .also the progress made by the
wholct2le stores was 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 ar no attention was given
to the kind of problems that might 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 & centrally
sponsored scheme to organise a network of stores in all important
cities having a population of 50,000 and above. R00 wholesales and 5,000
primaries or branches were to e organised. FEach wholesale would, on
an average serve 20.primaries/ branches. The organisational pattern
onvisaged was flexible and the wholesales would either operate through
primary affiliates, or else open their own brenches. Where the former
pattern is opereted, 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 tovards share capital, clean credit, accommodation, purchase
of trucks, construction of godowns, managesrial 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 govermment departments will help
the wholesales to ensure speedy supplies of consumer 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 mandgement techniques.

4 second scheme, also formulated by the Ministry »f Labour of
the Government of India, relates to the provision of cooperative stores
for industrial workers. 411 public and private sector industrial
undertakings emplnoying 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, theéy 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 & floor area of more than 10,000 sq.ft: have separate
devartments 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 employees 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. At the end
of June 1967, the figures were as follows:

Membership 670,000

Share capital " Bs. 72 million

Sale of consumer

goods , 1,740 million
For the department stores the sales were of the order of £5.110 million.

In order to support this network of consumers cooperative storés,
State cooperative consumers federations have been organised in 14 States,
which in their turn have set up & 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 scdrce items such as tyres, baby food, etc. The National
Federation purchases textiles from the textile mills within the country and
imports consumer articlgs such as dry-fruits, books, rubber contraceptives
etc. + 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
3
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and medicines and several other commodities. The manufacturers 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 fi;st 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 mamufacturers with the active assistance provided by the government.
The Central Government has also a scheme of guaranteeing the wofkiné 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 consumer cooperatives. 77 societies

have obtained working capitel to the extent of nearly Rs.110 million.

Thailand:

The emergence of consumer conperatives in the remaining three
countries to be dealt with in this paper, viz. Thailand, Malaysia and
Pakistan, was &lso on account of the scarcity conditions and the need for
equitable distribution of consﬁmer 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 5f certain goods suci as tobacco, local whisky, sugar etc.

In 1965 the position of the consumer cooperatives was as follows:

No.of consumer cooperatives 109
Membership 93,600
Sale's 160 million Bahts.

In 1940, the coopsrative wholesale society of Thailand was
established. It has novw a membership 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 &t the start of its operations.
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Malaxsiéz
In Malaysia there are four types of cooperative stores.

i, Stores in Urban hrcas

ii. Shops in Kampongs or rural Areas: The emphasis in these

shops is on commodities reqﬁired by the people living in
the rural areas,

iii. Shops “in new villages: These were primerily started during

the emergency 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 egtablished 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 aalaries on account of credit sales,

During 1946-50, the Government decided to give greater support
to the consumers movepent to check the rising cost of living, in the
form of provisinns for building, management persomnel 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 MCWS. The overdraft
varied from M $ 35,000 to M $ 1 million. 4&lso salaries of the General
Manoger and the dssistant General Manager were paid out of the Government
fund., In 1952, the Governmentxgave the MCUS a loan of M § 1.7 million
at a low rate of interest of 3 per cent per anmum. With this new fund,
the activities of the MCWS further extended and goods were supplied to
all retail societies on credit, During the period of scarcity, the

business of the MCWS as. also the retail societies flourished quite well.
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However, as in other countries, when the supply position of consumer

goods improved, the societies ran into difficulties as the members shifted
their patronage to private traders, and the retail socistiss were unable
to recover from members their dues on account of credit sales. This in
turn adversely affected the MCWS which found it difficult to recover the
credits granted to the primary societies. In 1954 itself, at least

M$ 200,000 were written off as bad debts. Also several societies had to
be liquidated.

It became therefore necessary to reorganise the general activities
of the MCWS. ALfter independence,the Malaysian government had started
opening up 'vast strips of virgin land for the planting of rubber and oil
palm, under the direction of the Federal Land Development Authority (FID4).
‘The MCHS was asked to nperate a retail shop to supply the requirements of
settlers on & new estate. The experiment of running three such retail
shops was successful and as a result the scheme was expanded. By 1963,
the Wholesale Society had ovened 45 such retail shops. On account of
the further grant of a loan of M$ 500,000 at 4% per cent per annum and the
direcct management of the shops by the MCWS, position of tle MCWS 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 £ill 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 consumer socizties in West Pakistan was &s follows:

Number of consurer societies 527
Menmbership 65,000
Working capital Bs. 6.8 million

Sales 10,6 million



~18-

Recently a Committee was set up to study the situation of consumer
cooparatives and to examine the setting up of a Provincial Consumer
Cooperative orga isation. A8 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 Mandgement vwhich is a
project assisted by the Royal Danish Government. The purpose of the
project is to create an 2pex organisation to act as a wholemle 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 rotail shops go 2s 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 memufacturing units will also be
affiliated, For the time being the society will operate six retail outlets
in Lehore. It is also expected that the existing cooperative retail
societies within a radius of 100 miles of Iahore will be affiliated to this
Project., The project is assisted by an Advisor made available by the Royal
Danish Govermment and it is expected that two more experts will be made

available for arranging technical training of staff.

Summing up: ‘
. To sum up, firstly, it may be stated that the consumer cooperative
%movements in the countries reviewed above, were initiated to counteract

the problems created by scarcity conditions, such as hoarding and cornering
of stocks, rising prices, deterioration in quality of goods suppliedby

the private trader.. Secondly, the Governments had taken an active part

in sponSoring and providing various types of assistance to consumer
cooperatives as part oﬁ/its policy to mitigate the hdrdships 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 significgnt in arranging equitable distribution of scarce
commodities and in preventing very severe price increases, Thirdly,

in almost all the countries 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 traderé.
Fburthly, some new experiments have also been initiated .in respect of
large scale operations in several countries viz., Ceylon, India, Pekistan,
and Malaysia. Finally, it may be stated that the consumer cooperative
movements in the Region are not yet a dynemic force, but rather a
scattered number of societies which have loosely joined together into an
apex cooperative organisétion. kK great number of problems will have to

be tackled before the consumer cooperative movements would be able to
make a dent in the distribution system and could establish themselves

as organisations capable of managing their affairs, under normal times

and without a great deal of government support.

v
PROBIEMS

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 Apathy 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 spomsoring and even running cooperative organisations,
members tend to belisve that the cooperative orgenisation is a govermment
outfit and that they have no substantial stake in it. ILarge-scale
failures which the consumer cooperatives experienced with the improvement
in the supply situation could be attributed to the fact that substantial
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number of members 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 availeble by the government. The societies lacked leadership who
could have consolidated the financial position of the societies and built
up member ldyalty during such abnormelly favourable conditions. Any
private trader-of some common sense would have done this as an insurancg
against possible difficult times in future. Further, for want of competent
leadership, by and large, no attempts were made to adopt new policies and

business tacticés to meet the challenge of open competition.

The reason for continued large-scale member apathy and lack of
sufficient leadership development dould be attributed to the relative
neglect of education of members and board members. The approach adopted
by the govermment 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 wake 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 populetion have been rushed
through in a period of five years., Big depertment 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 expericnces, 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, Howqyer, 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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cooperative bye-laws., Business questions which the members may often

have remain unanswered. £&lso the education work is not geared 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 education work on the part of the primary societies.
The local societies and sometimes even the business federations, usually
regard member educatisn as the exclusive preserve of the Unions and hence

do not lend active support to unions in the member education programmes.
Thirdly, member educatinn work is carried out sometimes through organisation
of short duratiosn 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. Orpanisational

i. The small ~ize of the societies and ghops:

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 Yather
smell, It is assumed as an ideological premise that a greater degree of
member loyalty will be ensured in small societies on account of mutual
knowledge among members and greater share in me@nagement 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 wés withdrawn by
the government. On the other hand, small economic societies suffer from
a number of problems such as small finances, inability to employ
competent staff and lack of economic power to counteract 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.
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The 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 meke good his small mark-ups through these

and other ways,

It is therefore, essential for a ccoperative society that the
overheads are spread over a large turn.ver so as to achieve a smaller
proportion of overhead costs per unit of sale, A4 larger'society.whicﬁ is
economic in size and which may have several branches (shops) of economic

size would have the following economic advantages,

i. large-scale purchases and the consecvent reduction in purchase
prices, reduced costs of transport, storing and handling chérges. 4
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 severcl branches cai offer better service to its
customers, by well-developed layouts and fixtures and a smooth work

organisation in the shops, which would be centrally pldnned and supervised,

Ape

1il. & syster 4 centralicsd a -.cuabs &~ olfice work ensures accurate
and up-to-date figures for the menngement, oesides reducing costs of

book-keeping, control and other administrative duties.

iv, « larger business gives quicker rotation of the working capital,

within a certain peried, which means lower capital expenses,

Ve Finally, branch societies can ££ford 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 lacger society, the following
pre-conditions must be fulfilled,

a, 4 proper parliamentary framework with representative

Jdemocracy;

be Proper planning with regard to various economic matters such as,
finding proper location, arriaging efficient purchasing,
storage, and transport, and proper budgeting;
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¢. Finding highly skilled and specialised staff competent
enough to manage large_schle operations, and

d. Finding adequate capital either through initial govermment
support or from the members themselves through the support
of trade unions etc.

slthough 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. A&lfhough 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
customer, 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 quelities without
spending too much time. Thus, these new large-sized department stores
have set a . mew 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 r.ted in fhe 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 beén 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, thc wholesales complain of lack of loyalty and support

both in terms of purcheses as well as contributions to capital etec. 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 t0 primary societies
may be an impediment to centralisati-n »f certain functions in the
intersst of business.efficiency. Persons of responsibili?y in local
organisations may find their social status diminished as & result of

horizontal or verticel integration (vested interests).
7
R+ Present leaders and members do not fully appreciate the advantages

of integration and, mey, 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, On 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 and thus provide effective services.

5. Lack of availability of skilled managerial and other personnel
may impair the efficiency of federal organisations where the complexity

of business is much greater,

This is an intricate problem, requiring concerted effort both on the
part of the primaries and wholesales based »n the understanding through
frequent discussions and adjustments .of views in the light of chenging
conditions. The plan of collaborative effort should not be uniform and
rigid but should also take into account requirements of societies with
differing sizes, membership demands ete. 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 and then tlese :bligationé—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
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would include centralised purchasing, establishment of regional
warenouses, 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 undertsking processing
and production. For the efficient performance of these centralised

Services, it diay be repeated, the fulfilment of the following

conditions is essential.
i. Efficient management (including proper leadership of
lay directors and skilled menagerial personnel),

ii., sufficient capital,
iii. careful planning, and

iv. cooperation among retail cocieties,

iii. Lack of proper delegation of powirs:

Therc does not exist -proper demarcation of responsibilities between
the board of directors and ths manager. This problem has many serious
consequences (with regard to efficient running of a business unit). This

question will be dealt with by me in another talk in greater detail,

3. Operational Problems:

The various probléms mencioned earlier have their conseguences in

the operations of consumer Societies. 14 brief discussion about these

problems is given in the Ffollowing 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 cvidenced by the general
lack of detailed budgets with regard to purchases, sal@s, peréonnel and
capital. In the absence of such foreccashs, 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 ve prepared for the board, therefore, usually serve

the purpose of providing information rather "review and control®.
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b. hccounting System
The accounting for dynamiz management system does not provide the

management with the types of statistics and information which could enable
it to exercise proper control. The accounting system needs to be improved
so as to enable *he Board perform this function and assit it in carrying
out dynamic management. Also substantial experiditure is made on the
maintenance of accounts. There are possibilities of cutting down these

costs,

c. Retalling practices

The small consumer societies which predominate-in the region,
function very much like the private trader, In mény of these societies, the
layout and display of goods, thae 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 ome finds in advanced countries,'\ is generally
unknown in most developing countries. It is only recently that an attempt
is made to introduce modern retajling 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
socicties are available in Ceylon, Pakistan and Thailand. The new
retailing techniques to be introduced should include providing ad?quate
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 oi goiuis, wrepacking, price-marking of
gnhods, providing consumer information and even experimenting with self-

service,

d. Stock Control System
The stock tontrol system nseds to be improved so as to keep

the value of stock-in-trade within the economic limits, Usually very high

percentage of leakages are prevelent in the stores.

e. Clecarance of old gnods and slow-moving frticles

Stocking of old goods ard slow-mcving articles for long periods 1S
found in many socicties. The clesrance of .1d stocks and slow-moving

articles is rathor reluctantly done and thkeon too late.
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f. Credit Trading:

There is widespreed 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 wheres the
eﬁployerg 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 crédit limit
allowance t0 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 overdues and bad debts. The
failure in recoveries has quite often led many stores into suspension of
their activities or into liquidation. This phenomenon was most strikingly
demonstrated 1n 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 govermment 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
»easons for inadequate capital with the consumer societies. These may be
listed as follows: ‘

4.1 Small size of membership.

4.2 Small size of the turnover and .vrplus which in turn mekes it not
possible Fo plough back substantial amounts of money into reserve 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-

chip expansion. There is a general belief that it is ideologically wrong
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for the consumer cooperative movement to trade with non-members. While
theoretically it is true that the cooperatives do not want to meke gains
by trading with non—memﬁers, the consumer cooperatives could follow a
dynamic mémbership‘policy. Non-members could be allowed to shon at the
cooperatiﬁes and they may be given the same patronage dividend as members,
Patronage dividend in the case of non-members should however be made
non-withdrawable and should be accumulated for purposes of giving shares

to non-members and enrolling them as members.

4.4 The external sources of finance in the case of consumer storcs
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 very difficult situations.

Regarding loans from banks, the expsrience :din India has been that
cooperative banks are reluctent to advance loans to consumer societies since
they do not have enough confidence in the management, In a fow Statec
where loans are granted cooperative banks grant them clean cash credit
loans 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 banking institutions
to >nable cooperatives to obtain loans for working capital requirements.

Ex: mples of Malaysia and India were already mentioned in the earlier

section,

To sum up, the main directions in which the consumer cooperatives
should develop through solving the various problems mentioned above
would appear to be the development of large-sized societies with several
shops; the establishmsnt of economic size of shops; the development of
modern retailing techniques; developing proper planning, budgeting and

control measures; strengthening the organisational set-up by developing
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reciprocal relations of a susteined nature between the central
organisations and the primaries, developing proper financial

policics so as to build up adequate capital for the efficient
performence of the cconomic functions and finally, developing
systematic and sustained education and training programmes for

members and employees.

"as/2.X1.68
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1le The purposes and the functions of management control aré very

allusively illustrated.if compared to the driving of a motor car. The manner
of thinking, the methcds of preparation and the execution of the job of
driring can point by point be 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
one. to take. This compares very well with the definition of goals of business
by the managing committee or by the top management of an enterprise -and 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 -0il and the brake fluid, and if he is a very conscientious man, he
will not hesitate %o lie down under the car, not minding. soiling his clothes,
to inspect steering,front suspension, gear box 0il and other checkpoints; he
may take the car to a service station in order to have an outside expert make
all these preparationse. These preparations directly comparable to what a wise
mansger will.want to do and what a new manager should be given instructions
to do before he takés over the job of menaging & large~scale cooperative consumer
enterprise as now existing in several Asian countriess



3 The incoming new manager ought not to assume ' is executive duties until
he has satisfied himself that the asset values in the balance sheet or trial
balance on the day of taking charge are gemuine., 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
1liability balances; he should check that the cash in hand and the cash in banks
are actually physically vresent, tallying with the book balances; he should

be in a position to demand an extermal check on gll debtors! accounts by hav-
ing them varified eithier by the debtors' personal signatures, in his presence,
which can be done in the case of employee debtors, and he should demand state-
ments from outside debtors in which they confirm 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 iteme 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' accounts, those
showing advances paid as well as those showing balance due by the society are
correcﬁ, he should extend this control even to accounts which show zero balances
in the books, but where the trader concerned has done business with the society
during the past 12 months.

4. The new manager must also study, when taking ovexr his posit, the

" procédures 6f the enterprise with two purposes, in the first place le must
satisfy himself-that thessé mocedures are reasonably efficient.and secondly
he must satisfy himself that the system of recording the business transactions
is set up to supply a}l the information necessary to warn of. risks of losses’
and to signal when the business operations are deviating from the set course.

5 Observations from the field have often shown that such pre-determina—
tion of goals, plotting of the course, checking 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 new manager may find himself faecing 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
necessary to frame cléar rules on the take~over procedure in thé large~scale
consumer cooperatives, either formulated by the Government Coope. Department,
by the local managing committee or by bothe If such rules are not framed
and followed,. the responsibility for manggement is diluted; the concept of
management responsibility mist be taken much more serlously than seems to be the
case todey; it is, in a way, rather ridiculous that large-scale cdoperative
business units can clange their executive head without 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 employee, all attested
with signed documents or signatures in the records. The idea and practice
behind a transfer of a top management executive ought to be exactly the same
as in the case of .a transfer of a branch salesman; 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 ought to be made quate clear, o= mace
himself quite clear, about the situation from where he has to start.

6. Reverting tc the illustration of the automobile, it is well known
that during driving the chguffeur is guided by external checks, with the mile
or kilometer stones along road, by place names and by landmarks known to him.
In the sape manner, the manager of o business enterprise keeps himself informed
ebout the development of the business by checking volume, costs, incone, pro-
fit, cash flow, recoveries of debts and other aspects of posgition and perfor-
mance 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 born., As cooperative business is being concentrated and developed
in large units it becomes more and more important that the apex organisations
employ. experts on business statistics who can work out reliable and useful
ratios for management of finance and managenent of business operations in .
consumer cooperatives. There are consumer movements in Europe where committee
members and persomnnel, 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 tq@ork out standards for the various groups
of costs, so that the managers can compare and see whether their own 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 Standardg™
engaging business statistics experts as well as people with wide practical
experience to work out standards of finance and operationzl perforamnce, so
that it can be discerned whether a particular society has been managed
excellently, well, fairly, poorly or very poorly, the last meaning that
it has not been managed at all.

7« During his driving the person behind the steering wheel will
keep an eye not only on the road in front of him so that he is sure that he
is on the right course towards his destination, but he also casts a glance
off and on at the control panzl so that he sees all the time that none of the
ingtruments 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 the well-being of his passengers.
In the same manner, the manager 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



rneans for seasonal buying and other similar gituations; he must check

with the annual budget whether his business volume and its components are
not deviating downwards from the forecasts, and he must take warning from the
Monthly Operational Report of poor perforamnce by branches or departments

so that he can take timely action to prevent irreparable and serious

lossess

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
hin? Have they got realistic and detailed budgets well built up fto give
firm iriterior conitrol? Have they got cash-flow statements to help then
foresee and mee? financial emergencies? Have they got operational reports
showing the gross profit and all expenses and net results of each retail
branch and each operational demrtment within the enterprise? Are they
getting periodical statements showing the recoveries in debtors' accounts
and warning against the deterioration of claims into bad debts? Are they
making a sufficient rumber of surprise checks on cash, on stock-in-trade, on
furnitire and other similar assets to satisfy themselves that they are without
shortages or that shortages are within bounds? Are they obtaining statements
showing whéther the sales by group of commodities is up %o good standards of
stock-turn? Is-a report on sales intensity rates prépared every month to
help discerning whether the work load per salesberson indicates full utilisa~
tion of the staff?

9 Observatlons show that such managemént instruments are, generally,
not produced. It is sometimes asked whetle r they are really necessary. It
is the contention of the author that control instruments for the aréas named
above are absolutely ihdispensible to good management when the volume of
business rises up to the size now found in the large consumer societies in
India, Ceylon, Hong Kong, Japan and perhaps in a few other cotntries. But
how are such controls to be produced in a clear and simple manner which
does not reise costs of administration which are glready too high compared
to the margir 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
guestions on t.e production of these instruments of contxl can easily be
found in the literature on business managemeht, where the writing of budgets,
the production of break-even charts, -and the ensuing budgetary control is a
large sub-discipline. On fthe basis of some observations made during 1967
in a large urban consumer store; some guidance can be offered on a system
loadlng t6 the production of management instruments in an enterprise having
a yearly turnover of Cu. 4.5 mn through one head office, one central godown,
one textiles branch and 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 account had at that time (in March 1967) nat been reconciled
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 been made., These mistakes
and omissions had not been noticed by the internal continuous audit but would
have been detected if regular continuowus reconciliation had taken 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-consuming job to
have it done. There werc many other examples of nmistakes and.neglects; the
shortcomings in the recording practice were so serious that the manager, if
he relied upon information from the records, would be led completely astray;
this is mentioned not to hurt anybody by any che@p attitude of superiority,
but simply to say that it is an enormous time consuming job to clear a starti-
ing ground for manageriel 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 4id finally succeed. It was due to good cooperation between
all concerned and to the willingness to work hard by everybody involved in the
projects 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 liasbility 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 struck from the financial accounting in the Accounts Section
with the balance struck by the cashier in his eash booky the cashier was ins-
tructed to handle cheques through 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 bcooks. 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 were entered into a new Goods
Purchase Book; the vouchers for indents from the retail branches and the
transfer of goods between branches were 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 .wns 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 acéordance with a price list of all empties issued and later
they would be credited the empties issued and later they would be credited
the empties returned at the same price, so that shortages in the stock of
empties could be found in terms of money value through physical inventories;
forms for new records were devised aond introduced with cxtensive use of loose
leaf binders. A complete physical inventory of furniture ond ocquipment was
nade end each item listed on an index card giving the value, the rate of
depreciation and other informntion on each piece; forms for monthly opera-
tional and finance reports and for physical verification of stock-in-trade
as well 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 without 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 comparcd to the old practicey another new 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
costs; another change made isthat 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 comprised 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 functions as the charge record
for goods received by tle central godowns The procedure described may sound
involved as is always the case when accounting operations are being put into
the form of narration instead of demonstrsted 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 then the old one. )

13, 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, ard 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 system and the new monthly calculation control for each cate-
gory of goods (1n 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 unity the gross profit is, of course, an estimate but
practice has already shown that this 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 wholey the expenses are listed
as incurred by or allocated to each individual branch unit,. and the report
then informs the management about the contridbution which each branch has
&iven for the current business year towards coverage of the overhead incurred
by the Head Office and thé Central Godownj the 1lB8st 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
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by the information necessary 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 informations
the control instruments needed for management decisions have been made
available in a rational and meaningful manner)

15. How should menagement instruments as the Calculation control and
the Monthly Operational .Report and the other controls be used? Who should
use these instruments? To which extent should the m 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 fhe staff with defined
responsibility for business performmnce? The members of the top management
group, l.ee. General Manager, the Assistant Manager and the Accountant must
.train themselves in reading and in evaluating the figures brought out in the
"Operational Report; 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 whether 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 overhead expenditure 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 the local

circumstances. ,

16+ It goes without saying that the information given by the
Monthly Operational Report and other controls must be follewed by appropriate
action to repair weaknesses, to stop declines and to improve the result by
expansion of trading services at declining wiit costs., The apex organisation
should provide consultants, especially in the fields of inventory and sales
management, and in acoountancy 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 managing committee should make it a routine
t0 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 with the members in the middle mmnagement and the low management
group should be held regularly once a month;y in such a meeting the general
manager should give the staff an evaluation of performance since the 1lst
neeting; 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 & 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 would 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 gquestion has

been trgmsferred away to another government post, and thus the chief local
person trained to take charge of the new management system has disappeared.
No 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
which is likely to be suffered in many other similar stores, because of the
fact that the members of the top management group are almost in all cases
government officers on deputation with short periods of .service in the coopera~-
tive store. Another hurdle Hocking the way to the duplication of the
expetience in the project store is that it has taken a very long time, first
to clear the starting ground as mentioned earlier and then to introduce 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 many
years before the management system can be effectively introduced in all the
consumer stores and cooperative department stores in the country. . =~ *

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 and 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 centralised and mechanized accounting service can be
offered on the same pattern as found, for ingtance, in the consumer 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.. 1t
has been estimated how much it will cost to install machinery, to place
voucher processing olerks, paid by the accounting centre, in each store,
to emplocy a number of stock-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 160 mn Cus. through about 600 retdil branches, would
cost about the 650000 Cus. yearly or about 0.4% on the saless. As the cleri-
cal staff in the local stores could be reduced and the internal continuous
audit could be aboliched, the. individual store would be able to pay the cost
of centralised accounting amd centralised production of management reports
without any difficulty. The preliminary provisional examination seems to show
that a scheme on these lines would be economically feasible.

’d

19, The estimates have so far been based upon the so called RDP system
(Regular Data Processing without the use of an electronic computer); it may
well be found that it would be more advisable to go further than that, ard
the conclusions may well be that a fully-fledged EDP system (Electronic
Data Processing) would provide the best answer to the needs. For aceounting
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 Natlons specia~
lised agencies as the ILO or the FAO, bilateral agercies or by a combination
of both.
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INTRODUCT ION:

A Regional Seminar on Retall Management in Consumer Cooperatives
was organised in Lahore, from December 4 to 16, 1967 by the ICA Regional
Office & Educatioﬁ Centre, in collaboration with the West Pekistan
Cooperative Union. The Seminar was inaughrated by Malik Khudabaksh,
Minister for Food, Agriculture 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 ‘o participate
in the Seminar and to deliver two lectures. Three Officers of the
International Cooperative Alliance Regional Office & Education Centre
participated in the Seminer. The Cooperative Institute of Management,

Lahore, and the West Pakistan Cooperative Training College, Lyallpur,



had made their lecturers available to handle several 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,

THE MAIN DIFFERENCE BETWEEN CONSUMER COOPERATIVE SOCIETY
AND A PRIVATE SHOP:

The lecturer dealt with the nature of the cooperative, fhe 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 cpncluded by posing a few principal
differences between a congumers! 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 deelt at some length with the reformulated principles.
These havg been given mdre distinet formulation enabling Cooperators to
seek practical advice in questions which were of ¢rucial importance 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 now linked to the
principle about Open Membership. Although ¢ash 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
indiSpensabié to the achievement of the purpose of the cooperative
movement, Realising the value of education for the successful running
and development of the Cooperative Movement, the Commission recommended
that all cooperatives should make provision for education and training,
Hence, to scek: the a~tive 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 sociel,”
political, racial or religious discrimination, to all
persons who can meke 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 reéeive a strictly Iimited rate
of interest, if any.



4, Surplus or savings, if ary, erising out of the operations
of g -society 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. *#/

S. £11 cooperative socicties should make provision for the
education of their members, officers,  ani employees and
of the general-public, in the principles and techniques of
cooperation, both economic and democratic.

6. A1l 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.

PRIMARY SOCIETIES (ONE SHOP SOCIETY) OR SOCIETIES WITH BRANCHES:

The lecturer introducing the_subjéct compared small and large
consumer cooperative socleties from the .viewpoint of their relative
efficiency. The need for larger units was emphasized. Thé administrative

gset-up in the two different types of socisties was discussed.

On the basis of the group feports, the plenary session discussed
bye-laws fdr a consumers cooperative society with 20 branches in respect

of (i) menner of election, (ii) management and (iii) exscutive.

Comparing the practicability of direct and indirect democracy the
Seminar found that some kind of gn indirect democrasy i.e., representative
set-up wherein the members were to elect their représentatives to the

general assembly is to be preferred in a society of this particular size.

-~ o o ks e, s e ———

This may be done by decision of the members as follows:

**/ (ay By provigion for development of the business of the
Cooperative. ’

(b) By provision of common servicesy or

(¢) 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 with one representative for about 100 members in the
society. In this way, cach branch of the society could be properly
repregented in the body

It was agrood that tho gonoral body mooting should oloct the Board
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 da;;}_'to_day sdminis-~
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 bganches or departments.

The detailed division of labour and responsibility between the
Board of Directors and the employed executive was discussed at some
length. Various arrangements to guarantee the Board's influence over
basic issues of the administration of the,sbéiety but without too

detailed interference in the work of the executives were discussed.



CREDIT/C..SH TRADE:

Ths rule on cash trade has its origin in the Rochdale society. Tho
reason for a strict agplication of this rule was the depressing experience
from the earlicr cooperative societies which often failed because of their
custom to sell on credit. The tendency to ollow some credit was and is
in many cas¢s undsrgstandable. When wages arc low and irregular, retailer
is the nearesst und in many cases the only source of credit for the workers
and farmers. The unfortunate conscquence of this often was end still cen
be life-long debt and dependence on retailer or monecylender. The only
remedy for such a condition is a financial discipline by the consumers as

woll as by the societics which encoursge and assist thrift,

The Commission on Co-operative Princivles which reformulated the
Co-operative Principles had deleted the rule about cash trading as a
cooperative principle but meptioned it as an important and sound business
practice which should be applicd. The main reason for not including this
rule among the principles was that cash trade cannot be regarded as a
practice absolutely indispenszble for the achievement of the aimsg of the
Co-operative Movement. Furthermore, the rule although it is applicable

to consumers! cooperatives cannot be said to be applicable to all kinds

of cooperative activities,

The role of the Co-operative Unions to propagate the practice that
only cash tr-dc should be allowed was emphasized. The Co-operative Union

should try to educate the mombers and potential members sbout the advantage



of purchasing on cash. But at the same time the Unions must urge that
consumer protection against exploitation, adulteration ste., be
established with govermmental assistance. This should be done through
law or regulztions from the government. Egpecially 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 soclety were
summed up as follows: Lower prices due to lower administrative costs,
strengthening of the financial position of the society as well as
quicker capital sccumulation, meking financial planning, budgeting and
control of the bugsiness activity easier, 4 strict application of the
cash trade rulc was also regarded as conducive to a good image of the
cooperative,

Only under very special circumsﬁances, some credit could
occasionally be allowed, e.g. in the case of durable consumer goods
given on inste;lment bagis. The most important pre~condition being that

recoveries were properly ensured.

STOCK _CONTROL AND STOGK-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 end pilferage in the shop. Two different

methods of stock control mentioned were the stock fegister-method and the



and the retail value method. The advantages of the retail value method
were highlighted, It was a@lso suggested that at least once a year
complete stock-~taking must be underteken. In addition, stock-taking at
frequent intervals should be conducted. This would familiarize the
management with the conditions of the stocks, thereby preventing wrong
stock-composition and overstocking. It would also help in disclosing
possible sources of leakages. A& system of stock-teking should be

effective as well as economical in terms of time and cost.

By leakage was understood to be the waste of goods which takes
place during the handling and distribution of goods, whether caused by
natural faptors (e.g. driage or shrinkage) or negligence, inefficient
management , pilferage etc. It was agrced that slthough leakage is
not altogether avoidable, it sﬁould be minimized as far as possible.
There was considerable variation in the opinions concerning acceptable
leakages in cooperative stores, in respect of the different types of
commodities stocked in consumers’ cOOperatives,.not only because local
conditions were variable in respect of climate, location of store, moce
of sale etc, but also on account of the varying individusl estimation -of
acceptable lenkages standarés. It was agreed that the management must

carefully inform itself sbout the volume of leekage, 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 personally
responsible for leakage some controversy was aroused. Ons suggestion was
- &

that the manager would be required to bear the financial loss arising from

leskage in excess of some acceptable standards while he would be given a



bonus of the difference when the actual leakage was less than this
"accepted ledkage.~.There’ was hbwevdr 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:

As price determines Qrofi£ out of businessltransactions an effective
pricing policy is a must for a consumsr cooperative society. The policy
should aim st protecting consumers from unhealthy précﬁfées in the
market end et producing a healthy effect on the market prices., The maip
eim of such a policy shou}d be fo give economic benefit to consumer and
earn surplus required for the running end expansion of the society's
businzss.

To achieve the above mentioned aims, the prices to be charged by
a consumer cooperative society should generally be slightly Below market
rates. For that, a society will have to find out cheaper and reliable

soufces of supply 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 found that determinstion of a pricing

policy would depend on geveral factors such as the level of cooperative
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development in a country, and economic strength of cooperative organiszsation
concerned. It was, however, suggested that tho follawing main considerations
.should be kept in mind while formulating an effective pricing policy for
sale of godds in a cqonsumer cooperative society.

1. Total cost of commodity or service (handling charges, shop,
costs, storage, transportation, etc.)

2. Quality of goods;

3. Prevailing ﬁarket price;

4, Sufficient gross margin to crcate reserves;

5. Competitors' behaviour (trade margin, business practices);

6. Kinds of goods, e.g. perishable, non-perishable, essential
luxury, ctc; and

7. ﬁuoinoee turnever Besed on‘expected demand and supply position;

It was considered necessary for a consumer cooperative to organize
market intélligence and survey activities. These activities can be
efficiently conducted by large societies, wholesale societies or business
federations, Based on the market information available ard aboYe
considerations, a trained manager could fix and regulate prices of different

kinds of commodities. He should therefore be giver some freedom under the

overall guidance of the Board of Directors.

The Manager should keep an eye on price fluctuations in the local
markets, for price is one of the best ways to attract customers. He should
maintain a comprehensive price book indicating details of goods and their

price changes.

When a price in the wholesale or retail market has changed and the

Mansger feels the need of changing it, he must chonge his price as early
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as possible and mark the new price on all the relevant goods. It will
help in.attracting ﬁore customers and winning their confidence.
Occasionally the shop staff should. éxplain to the members and other
customers the rationale behind the pricing policy being followed by

the society. They mé& also tell the reasons for increasing or
decreasing prices. To make consumers more discriminating about prices
in pelation to:quality of goods and ultimately to win their loyalty, the
socioty should run a continuous programme of education side by side the

retail business.

CASH CONTROL IN A CONSUMER COOPERATIVE SOCIETY:

In accounting usage, cash includes all media of exchenge which
a Bank will accept, on the faco of it. For example, coins, paper money,
bank balances, cheques, Bank drafts, money orde}s, ete. are considecred
as cash. By cash control is usually meant the adoption of a system
which would protect cash in the society till it is deposited in the
benk. 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 peid executive who has to look after the

‘day-to-day functions of the consumer cooperative society.

The speaker laid stress on the utmost carc to be exercised in
safeguarding cash in view of numerous complaints regarding embezzlements
and misappropriations in the South-Eagt isian Region. The society
should prefer to accept or make payment in cheques while transacting its

business with other desalers,



1R

In the discussions the delegates stressed the nced of an efficlent
eystem of cash paymont and not making buying in the cooperative stores too
‘cumbersome and time-consuming for the consumer. Therecfors, it was not
considered always practical to make the customer deliver cash to an
employee other than the salesman. Customers dislike this and could even

stop patronising such shops since this is time-coﬁsuming 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 salesmean
seals his daily cash at the end of ;hs.day and writes his name and
oodo number on the top of the cnvelope and hanas it over to the Manager

who passes it on to the Accounts Départment for reconciliation with the

actual takings, was mentioned s

It was noted that as far as possible the branches may deposit the
day's takings with the head office egvery evening, Where necessary cash

¢

in transit may be insured;

The need for a concurrent audit in stores with sizeeble sales so
that wrong accounting of cash could be speadily detected, was also
emphasized., 4 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 menner 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 plamning end control. A good cost budget should embody
the following fesatures :

1. . planning of futurs operations to achieve the best possible
results;

2. centralisation of executive control and fixing of
responsibility; .

3. setbing of objectives to be achieved in operations;

4, instruments for keeping current operations and
L] o‘
costs in linej

It should algo 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 previsions for adjusthments
to meet unforeseable conditioms., The'last but not least the budget should

be simple and easier to opesrate,

The cost budget must be based on records of past experience and
studying of external factors like market conditions, price trends,
cdﬁpetitions etc, Finally, when completed, the budget must be checkdd
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 subsidlery
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budgets for major costs such as salaries, capital cost, are important

for control,

ERSONNEL - MANAGEMENT::

Personnel managemenf should aim at both efficiency and justice in
an enterprise, It séekb to bring together and develops into an efféctive
organisation, the persons’who constitute an enterprise. A properly
formulated personnel policy is necessary for creating congenial human

relations based upon trust among ell 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 thenm.
In respe;t of recruitment of senior officers, such as Assistant Managers
and the Chief Acc;untant, 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

.

cfficient internal communication are also of extreme importance.

An effective system of Personnel Control would reduce chanses of
misgbehaviour or dishonesty on the part of salesmen and other employees.
On the other hand, it would help in locéting honest and -efficient
employees who should be rewarded for their good work. It is then for the

menagement to see that such a reward is forthcoming in accordence with an

astablished and clearly defined system of merit rating. To prepare the
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staff to discharge their respective duties effoctively, it is necessary
to provide them with necessary training. An effective system of training
and promotion would go a long way in getting suitable personnel mainly

from within the cooperative organisaticn to shoulder bigger responsibilities.

MANAGEMENT CONTROL:

in effective control of various functions, for instence, planning,
accounting etc., of a ¢ooperative, is of parsmount importance to achieve
the objectives of the enterprise. Tharc is also nzod of eurromt choek
and gupervision of the various activities for ensuring that the business
procedures are efficient end the system of account-keeping is gufficiently

informative and revealing.

It was considered necessary to frame alear rules on the teke-over
proccdure in the large-scale consumer cooperatives.” If such rules are
not fremed and followed, the concept of management Tesponsibility is
diluted, The Manager shoild make a realistic budget for the forthcoming
year and frequently chock whether his business volume and its components
are not going downwards from the forecast. He should hold monﬁhly
meetings with middle management and junior managemen§ groups and discuss
with tﬂem monthly operational reports. While emphasising the need to
maintain a management control especially in large-scale consums?
organisatiqns, it was stressed that care should be taken to see that the
cost gf management should not be allowed to rise beyond reasonable
heights.. It was found nccessary to work out standards for various grbups

of costs in consumer eooperatives of South-East Asian countries.
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The need to keep prompt and proper accounts, to do the audits
regularly and punctually, make surprise checks of cash in hand and in
banks and reconcile bank baslances, and generally te ensure a healthy
accounting and auditing system was emphasized, It was suggested to
organise accounting centres from where a centralised and mechanised
accounting service could bo offored to consumer cooparatives on the samo
pattern, as in the consumer cooperatives movements of the Scandinavian

countries,

WORK ORGANISATION IN A COOPERATIVE SHOP:

The Lecturer outlined the need for a clear-cut work organisetion
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
Por price-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 orgenisation 1s advantageous both to the shop
manager and salesman, For the shoﬁ manager it will be easier to supervise
the job and the salesman will feel more responsibility and take more

interest in thé job.

It was pointed out that the menagement of the society should post a
shop manager in each shop. He has to be responsible for the overall work

of the shop to the management.
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In the discussion the basic qualifications for a selesman who
is to be promoted as a shop manager were investigated. Practical
experience and certain minimum formal qualifications were considered
necessary. Lack of academic qualificadions should not debar an
experienced and good salesman to be promoted, Abilities and training
rather then formal qualifications were consldered important factors in

determining promotion policies.

NECESSITY OF SALESMARSHIP:

To serve its members effoctively and to provide extra funds for
expansion of its business, a consumer cooperative society should have
increased turnover., It is therefore necessary for the employees of the
society to adopt modern techniques of salegmanship. In this connection
both spoken salesmanship on the counter and silent salesmanship viz.,
display, decorations, convenient physical arrangements of the goods etce

were congidered important.

Howevgr, 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 quelity goods in
correct quantity and good condition. They should see that customers
feel satisfied with their services and behaviour. The Ménager of the
society should ensure that customers are immediately attended to with
courtesy and efficiency., They should give adequate incentives to good
salesmen and teke disciplinary actic~ against those who frequently fail

to behave properly with customers. It was, however, suggested that the
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manager should trj 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 cen
increase their business.efficiegcy. For example, he can be punctuel
.and regular in his duties ané be courteous and polite to his employees

as well as to the customers and members.

It was felt that even if a commodity has been bought by a customer,
the soclety should try to replace or take back within e time 1imit, if
the customér wishes to return the same. To avoid any further complaint
about the commodity or seriicz, a good salesman should find out fram the
customer the reason of return or dissatisfaction, The main aim of good
selesmanship is to develdp cordial relations with consumers as well as to

inerease business turnover.

The Seminar discussed in detail the basic qualifications for a
Salesman and came to the following conclusionss::
(1) A selesman should be functionally literate.

(2) 'He must possecss sufficient skills in arithmetic so as to enable
him to handle seleg proceeds and maintain his accounts,

Several desirable qualifications for a salesman were also discussed.
However, it was strongly suggestedrtﬁat cooperatives must ensure at the
time of recruitment that the salesmen have the above basic qualifications.
Some standard tests may be developed for determining the basic aptitudes

and other qualities necessary for a good selesman in a consumer cooperative.



SELF-SERVICE SYSTEM:

It was poihted out ‘that self service shops in the Western
sountries were very popular and the services rendered to the customers
were fairly good in comparison to the counter service gethod. In
SouthaEast Asiaz particulerly, the cooperative movement in India and
Japan have adopted self-service system. The self-service system has
th@qfolloﬁing‘adVantages for customers:

'1.; Self-oxsmination of goods without bothering salesmenj

2. Easier selection of goods;

3., Cutting down time required for meking a purchase;

In addition, there are certain advantages to the society. These
are given balow <

1. Reduction in shop cost by embloying less number of salesmen;

2, Incraased use of printed gnd silent salesmanship;

3. Incraased sales volume, through facilitating impulse 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
plenning before its establishment should be done, keeping in view the
following faétoés:

1. Good location of the unlt for consumer convenience, taking

into congideration a reasqnable rent,' and lower operating

costs;

2, Potential buying power of the people, the population strength
and the competition in the area; ’

%, Intelligently planned shop layout;

4, Attractive shop appearance;
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5. Fixturcs .and fittings should provide easy access thus helping the
the customers in selection of merchandise;

6.  Merchendige should be legically arranged and attractively exposed
with clear price-marking;

7 Use of 1lighting and colour affects to-create cheerful atmospherej

LIMITATIONS OF SELF-SERVICE SYSTEM:

Problems of increased leakage ‘and shoplifting and damaeging of goods
while buyiﬁg are some of the disadvantages of self-service system.. Moreover,
only packed commodities of limited range could be sold through self-service
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-gservice 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 will have to be done to popularise this mebdhod.

ASSORTMENT OF GOMDS:

It is said that goods well-bought are half sold. & cooperative
socizsty should have a definite business policy so that gssortmen;t, of
goods is wisely fixed, In deciding the assortment, the shop manager
should be actively involved and the following factors teken into' account -

(1) Number of customers and their ineomes;

(11) Buying habits of the customers within the shop area;

(1i1) Communications within the area;
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(iv) Shop locetion (in the town centre, in a residentisl area);
(v) Staff (their recruitment, training and skills);
(vi) Arrange per capita demand of different goods;

(vii) Capacity of suppliers;

(viry) Seasons (for demend of a particular article);
(ix) Turnover and the society's share of the market;
(x) The economic aims of the stock turnover and stock value;
(xi) Competitors (their number snd sales policy);
(xi1) Selling system (self service or traditional)

The seminar suggested that the assortment policy should base
itself mainly on customer demend and margin of profit. The oustomer
demand can be determined from the past records and with the help of
market resezarch. It was stated that shop stocks should consist of
regularly available and easily saleable commoditiss, 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 consumption hebits and customs, etc. Some others were
opnosed to the creabioq of new demands mainly because it may upset
household budgets, and reduce the purchasing of essentisl articles

sometimes in favour 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 congidered as one of the best

methods for creation of demand for new products.
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