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THE PURPOSE OF A FARM SUPPLY SERVICE
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Read these brief descriptions of two different co-operative
farm supply servi ces.

Al pha Co-operative sold everything its nmenbers needed, in
all varieties and package sizes. Nothing was ever out of
st ock. The society's warehouse was open all day, every
day. A large well-trained staff was available to in-
struct nenbers in the use of all products. The soci ety
woul d deliver any quantity of supplies to their farns, if
request ed. Al pha's prices were very | ow. Menbers were

not required to pay until harvest tinme, when they had
money.
Bet a Co-operative was very different. It only stocked

the nost popular itens and never nore than a single var-
iety. Menbers had to collect supplies thenselves and to
pay i mredi ately in cash. The warehouse was open only on
wor ki ng days and then only for a few hours. Menbers had
to know exactly what they wanted and how to use it, since
there was no staff to advise them Beta's prices were

fairly high. Furt hernore, because Beta wanted to keep
stocks as | ow as possible, it often ran out of inportant
i temns.

In fact hoth co-operatives fail ed. Way do you think this
happened?



Al pha Co-operative provided every possible service to its
menbers but the cost was far too great. It soon ran out of
noney and had to go out of business.

Beta Co-operative had very |low costs and was very efficient

but it failed to neet its nenbers' needs. They were
forced to buy supplies el sewhere. The society soon went out
of busi ness because its sales were so | ow

Wi ch, then, is nore inportant:

to satisfy nenbers' needs, or

to keep costs as | ow as possi bl e?

They are equally inportant! A farm supply service cannot
survive unless it does both. The problemw th Al pha and
Beta was that each thought only about one aspect. Al pha

wanted to do everything for its nenbers and forgot costs.
Beta did everything to keep costs down and negl ected ser-
vi ce.

Al pha and Beta are two extrenes, at opposite ends of the
scal e.

ALPHA BETA

Unlimited Strictly limited
costs and > costs and
services f services
?

The manager of a farm supply service nmust find the correct

point of balance so that nmenbers' needs can be satisfied and
costs controlled. This booklet helps you to do this.



WHAT THE MEMBERS NEED

"Way don't you sell chicken feed?"

"I just need five litres of insecticide but you sell only
these big druns.”

"Your seed prices are nmuch too high."

"I need the fertiliser now, today. But you say | have to
wait a whol e week."

"Can't you tell nme how to use this spray?"

"We cannot carry this load up the hill. WII you help with
transport ?"

»‘2;1‘{\\‘

XN

RO
.’\\\}
£ S \ =
SEN
Q%gtgll
\\:s’ “
35
X

X

o,

Q\
\)
ot
TSy
S
A\

%
A%

N
<

o

\

<“/,,,“

TN
)% 0
>
%

I f the manager of a co-operative receives nmany conpl aints of
this sort, it nmeans his supply services are not good
enough. How can we find out what nenbers really need, so
that we can give the best service?

| mgi ne that you had an enpty warehouse and a certain anmount
of nmoney to spend on farm supplies. How would you deci de
what itenms to stock?

If you are an experienced farnmer fromthat region yourself,
you may al ready know what the farmers need and can afford to
buy. But that is not |ikely. You probably will have to
seek advice. Wiom shoul d you ask?
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Bel ow are a nunber of people you could ask. VWhy m ght
their advice not be correct?

® The suppliers of "farminputs" -

but they tend to pronote only their own goods.

@® The staff of the Mnistry of Agriculture -

but governnent people are not always famliar with
| ocal needs.

® The managers of nearby co-operatives -

but their nenbers’ needs may be different from
yours.

@ Private shopkeepers in the area -

but they may want to di scourage you from conpeti ng
with them

You coul d ask such people but the best sources of informa-
tion are clearly -

® The nenbers thenselves -

but they m ght not be aware of the full range of
products they could use and those nenbers you ask
m ght not be typical of all nenbers. It woul d be
too costly and take too nuch tinme to ask every
memnber .

@® The Committee.

Since the conmttee is elected by the nenbers to re-
present them when inportant decisions are taken,this
ought to be the best source of advice. The Com
mttee should be famliar with the nenbers, their
needs and probl ens. It should be quite well in-
formed about farm supplies that are avail abl e and
sui t abl e. But there is still a risk that advice
fromcomm ttee-nenbers mght reflect their own per-
sonal interests and needs rather than those of the
"typical nenber".



Making a survey
To be absolutely sure what supplies are necessary in your

co-operative, you need not only good advice, you need to
know sone facts, such as:

t he anmount of |and devoted to each crop;
t he kind of supplies needed to get the best production;
t he amount of supplies needed;

t he anobunt of noney available to the farmer for supplies.

In a large co-operative, it would be difficult to get this
i nformati on. The Delta Co-operative, for instance, had
1,000 menbers. The manager realised that he could not ques-
tion each nenber as to his situation. Therefore, he decided
to make a survey, based on a small proportion of the nenber-
shi p.

But there were both "big" and "small" farmers in the so-
ciety, sonme living in the valley and sone in the hills. If
he asked only "big" valley farmers, he would get one result
and probably another if he asked only "small" hil
farners. Either result would be msleading. He had to sel-

ect a representative sanple

To do this, he first drew up a table, dividing the nenber-
ship into six groups:

T “\;;l—l—e—y Hill Total
"Big" farmers B i 80-— 2—0_— fEE—J
"A\;;L:a:ge“ farmers 400-- 10—(;— 500—
"Sn—lall" farmers o - 326‘— 80 40(-)'
Total | ] so0 | 200 1,000

He then made up his "sanple” sinply by taking one out of ten
in each group:



S ) Valley | Hill | Total
"Big" farmers ) 8 2 1_(;‘_—
"Average"——farmers o 40 1 0“_ 50
"Small" fa:rtn:e-rs 35‘_ 8 4(;_“1
Total ) o 80 20__ 166—‘
In this way, the manager sel ected 100 nenbers for his sur-
vey. He then made up a list of questions about crops, acre-

age and such.
sel ected farmers and the

The Delta questionnaire:

Thi s questionnaire was presented to the 100

i nformati on was coll ected with the
hel p of the comm ttee-nenbers.

Member's Name:

Membership Nr:

Land use:

Grazing ______ha

Wheat ha

Maize - ha
ha

Last year's consumption:

Fertiliser Type A kg
Chemical X kg
Animal Feed kg

Fertilisers Chemicals

Animal Feeg

Animals:
Poultry

Milking cows

Goats
Fertiliser Type B kg
Chemical Y kg

kg

What stopped you using more of each of these:

Not available

Too expensive

Not available on credit

Unprofitable

Never heard of it

More not needed

Other




The information was then used to find out the total needs of
t he nenbershi p. O course, in order to cone to a final de-
cision, the manager al so needed advice fromthe agricultura
extension workers in the region about the recommended i nput
per hectare of fertilisers, the use of animl feed, and so
on. But the survey gave hima solid base for his planning.

1.1 Make a list of itens that are avail abl e and that
could be used by farners in your area to increase
producti on. Include all possible itens. Do not,
at this stage, consider whether or not it is pos-
sible for your co-operative to keep these itens in
st ock.

1.2 Make a |ist of organisations and persons who can
advi se you about what farm supplies are needed.

1.3 Make up a questionnaire which can be used to ob-
tain basic information from nmenbers about neces-
sary farm supplies.

Once you have found out what your nenbers need, what m ght
stop you from buyi ng everything they want?

Your society mght not have enough noney.
Your war ehouse m ght not be big enough.

Your nenbers and society staff m ght not know how to use
all the various itens avail abl e.

The followi ng chapters should help you with such probl ens.
The aimis to show you how to nake the best use of the
noney, space and skills your society has.
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1.1 Make a list of items that are available and that
could be used by farmers in your area to increase
production. Include all possible items. Do not,
at this stage, consider whether or not it is possible
for your co-operative to keep these items in
stock.
1.2 Make a list of organisations and persons who can
advise you about what farm supplies are needed.
1.3 Make up a questionnaire which can be used to obtain
basic information from members about necessary
farm supplies.


Suppose,
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WHAT TO STOCK

now, that you have found that your nenbers want the

followi ng itens:

Fertiliser Tools Insectieide

g

Seeds

Very few co-operative societies have enough noney, space or
staff to supply everything their nenbers want. Hence, the

manager

must question each itemto be sure the society

stocks only what nenbers really need and what the society
can afford.

Is it already avail able from sone other source?

If menbers are already buying it el sewhere, you
should not try to supply the same item unless you
can offer a better service or price. It is better
to use the noney and space on itens not otherw se
avai | abl e.

Is it needed by nost of the nenbers, or only a few?

A co-operative should satisfy the needs of the ma-
jority, before catering to a mnority.



® Is it essential?

A co-operative should give priority to supplying es-
sential itens. Renmenber that sone itens may be
necessary to make good use of sonething el se. For
exanpl e, a new seed variety may require certain fer-

tilisers or insecticides. | f menbers cannot obtain
t hese essential itens, they may be worse off than
bef ore.

® Can you sell the itemat a fair and conpetitive price?

Your selling prices nust cover your costs. A co-
operative should not | ose noney on its supply ser-
vi ces. Such loss mght lead to the collapse of the

society, which is not in anybody's interest.

@® Can you supply the itemw thout actually hol ding stocks?

It is possible for a co-operative to help nenbers
obtain farminputs wthout actually having to stock
themitself. This avoids all the expense stocking
entails. Rat her than stocking the itemthe co-
operative organi ses a nmeans to provide it.

The | ast point may require sone explanation.

Suppose that your nenbers need several thousand bags of fer-
tiliser in the beginning of August each year. You m ght or-
ganise the fertiliser supply in the foll ow ng way:

Well in advance, you collect orders fromall nenbers. You
then place an order for the total anbunt with a supplier and
arrange for delivery for a certain day directly to farners
villages.  Your staff would be there in the villages on the
delivery day, issuing the bags to nenbers as ordered. There
woul d be no need for storage space at the co-operative head
of fice. Nevert hel ess, you woul d have bought at bulk price
fromthe supplier. The nenmbers woul d get good service.
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This arrangenent would only be possible if all nenbers re-
quired fertiliser at about the sane tine, if the fertiliser
was sure to be available fromthe supplier, and if the de-
livery was easy to organi se.

If the situation were different, it would be necessary for
the society to maintain a stock of fertiliser. Direct deliv-
ery to nenbers, as described in this exanple, may be pos-
sible for a fewitens, particularly seasonal ones |ike fer-
tilisers. For other itens, however, the society may need a
war ehouse. There are many advantages for the nmenbers if the
soci ety can hold stock. For exanple:

Menbers may prefer to buy small quantities fromthe so-
ciety rather than the |l arge bul k quantities sold by
whol esal ers.

Items required year-round will be available Iocally.

Supplies may not al ways be avail able fromthe whol e-
sal ers. The society can help out by keeping a "buffer
stock".

The society can nmake sure that the quality of supplies is
up to standard.

2. Make a list of all farminputs which your nenbers
presently buy from other sources. For each item
write down the reasons why your co-operative is
not willing or able to supply it.



ana
2.
Make a list of all farm inputs which your members
presently buy from other sources. For each item,
write down the reasons why your co-operative is
not willing or able to supply it.
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WHICH SUPPLIER

Sonetinmes there is only a single source of supply for the
goods required by menbers but nore often there is a choice.
How can you deci de which supplier to choose?

Agro Supplies Ltd /%/// ’“ALE

id%

Sl

I
L

[

I
/ i B
" f

Fair prices?

. Service?
R Delivery costs? e
Reliability?
Stock range? Quality of goods? Payment conditions?
It may seem sinple to nake a choice but, in fact, it is
rather conpli cated. You have a simlar situation when you

buy food for your famly in a grocery shop. You nust have
some good reasons for choosing a particular shop, such as:

@® Ihe prices should be fair.
@ The location should be convenient.

® The shop should have a good stock-range, so you are nore
likely to find what you need.

@® The goods should be of reasonable gquality, so you don't
have to cheek everything carefully to nake certain you
are not being cheat ed.

® The goods should be available in reasonable quantities,
SO you do not have to buy nore than you need or can carry
hone.

@ !t should be possible to buy on credit, in case you don't
have enough noney at the tinme you need the goods.

@ The shop staff should be reliable, service-m nded people,
whose informati on you can trust.
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Suppose you have the follow ng choi ce:

- Supplier A has a warehouse in the capital city. Its cus-
tomers nust buy full truckloads of fertiliser with pay-
ment in cash. The fertiliser is not always avail abl e
when customers want it. Custoners nust provide their own
transport and nust collect the fertiliser when the sup-
plier requests.

Supplier B has branches in nost |larger towns. Fertiliser
Is available in a variety of different packages. The
supplier's representatives call frequently on their cus

tonmers to explain to themhow to use the fertiliser and
to keep themin touch with the | atest devel opnents. Fer-
tiliser is available on credit and can be delivered to
the society by the supplier's own transport. Supplier B
Is nore expensive than A, as it costs noney to provide
all these services.

How can you deci de which supplier to choose? You nust bal -
ance the value of all the extra services provided by Sup-
plier B against the |lower price of Supplier A The decision
wi Il depend on the needs of your society and its nenbers.

Per haps you should try to find an alternative supplier with
better service than A and |ower prices than B

Remenber the |line we drew on page 4 to show how you usual ly
make a deci si on between two extrenes. Choosi ng a supplier
i s another exanple of the need to find the right point be-
tween two extremnes.

Low @ @ @ Complete
price services

Ideal point for a
particular customer



Agree on a deal
It is easy, and wong, to negotiate only on price. There
are many inportant factors. Price is one area where cus-

tomer and supplier want opposite things; the custoner wants
to pay as little as possible, while the supplier wants to
recei ve as nuch as possible.

As with any business transaction, you nust agree on the best
possi bl e deal for both sides.

What ot her aspects of a deal are there on which both sides
m ght agree?

- Timng. It might be possible to agree on a special de-
livery tine. The supplier mght be willing to allow a
price reduction or longer credit if your society can take
the fertiliser at a time convenient for him

- Qedit. It might be possible for your society to obtain
credit fromsonme source other than the supplier and then
to pay the supplier when he requires it. The suppli er
m ght be willing to give a price reduction in return for
qui cker payment.

- VMariety. |t might be possible for your society to accept
a particular variety of a product that a supplier wants
to sell, along with special training or other benefits to
menbers.

These things are not al ways

possi bl e but you should at-
tenpt to find such areas of

agr eement with suppliers

rather than concentrating on

price, where you are bound

to di sagree.




Co- operative societies do not always buy from suppliers of-
fering the best deal for their nenbers. Sonme suppliers try
to influence managers and comm ttee-nenbers to nake deci -

sions against the interest of the society. For instance,
suppliers mght offer bribes - cash, entertainnment, gifts or
ot her favours - in order to receive the society's order for
suppl i es.

Corruption of this sort occurs everywhere. How can you, as
a manager, avoid being tenpted? How can you prevent your
staff from accepting bribes?

® Be sure that two or nore people fromyour society are
present at all negotiations with suppliers.

® |f suppliers offer even small inducenents, such q& enter-
tainment or snmall gifts, refuse themor nmake it clear
that they nust be shared with your coll eagues and all the
menbers.

® Mke sure that suppliers make offers in witing, covering
not only the price but all other services (credit, de-

livery and so on) |eaving no roomfor any hidden aspects
to a deal.

One way to avoid corruption is to insist that the supplier
with the | owest price be always chosen. Yet this mght be
against the society's interest, as we have seen. You nust
guard agai nst bribery and protect your nenbers' interests by
good managenent, rather than by rigid rules.

Assess your suppliers

It is obvious that choosing a supplier is not a sinple nat-
ter of right or wong. You have to deci de each case sep-
arately and there are no hard-and-fast rules to follow Be-

fore making a choice, you nust consider carefully what each
supplier can offer. The criteria we nentioned on page 13
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(the underlined words) are listed in the chart bel ow. You
can use this chart to nake a systemati c assessnment of sup-
pliers.
3. Assessment of suppliers.
Fill in the names of your possible suppliers and
give them points for each aspect as follows:
Poor = 1 p. Acceptable = 2 p. Good = 3 p.
—_————— e — . ———— e oo o e -t g o - . —
Aspect Supplier: |Supplier: |Supplier:|Supplier:
Prices
b—— e e = - — — I - ——— i R _l
Location
Stock-range
- ———— - ]
Quality
e _ ——— - -
Ordering quantities
e - - _____L________%
Credit
e o i Y S, —_— ———— - P —
Reliable service
B - — L _

Once agai n,

able to your society than others.

points to find the "best" supplier.

remenber that certain aspects may be nore val u-
Do not sinply add up the

/1))
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HOW MUCH TO ORDER

Certain farm supplies are not seasonal but are needed year-
round. Suppose, for exanple, that your nenbers buy sone 50
hoes every nonth, or 600 in a year. You nust decide how
many hoes to order fromyour supplier at a tinme. That is,
how often shoul d you order hoes? The decision is inportant
and i s not easy.

| f you order a very large quantity, say 600 hoes, the stock
should [ast the whole year. | f you order just a few hoes,
say 6, you will have to order again after just a few days.
Let us look at the advantages of ordering a | ot of hoes.

You woul d be certain not to run out of stock for a |ong
tine, even if hoes ceased to be avail abl e el sewhere.

You woul d certainly get a price reduction for a |arge
or der.

Transport costs would be | ow, as you would coll ect the
hoes once instead of several tines.

Your administrative work would be reduced; you woul d not
have to bot her about placing and receiving orders for a
long tinme.

- Your nenbers would be protected fromfuture price in-
Ccreases.

\ v\
- ‘ —
WNE =
\= —
(, >
\—j —

=== \
—7 f——ﬂ kTJ —
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On the other hand, what woul d be the advantages of ordering
only a small nunber of hoes?

You would "tie up" very little noney in the stock of
hoes, leaving plenty for other things which your nenbers
m ght need.

You woul d not need to borrow noney fromthe bank to pay
for a small nunber of hoes. You would avoid paying in-
terest on | oans.

You woul d sell the stock quickly; the hoes would not go
rusty.

The hoes woul d take up very little space.

| nsurance woul d cost | ess; risk of theft or fire would
be | ess.

I f a new desi gn or cheaper supplier appeared you would
not be "stuck" with a large quantity of the old nodel.

But having a snmall stock al so neans that you accept such
di sadvant ages as:

hi gher adm nistrative costs to issue orders, receive the
goods, pay the bills, and so on;

hi gher transport costs due to the many trips required,

reduced prof its if you were to run out of stock and nmem
bers had to buy el sewhere.

There are good argunents on both sides. It is your respon-
sibility to use your finance effectively and to give good

service to the nenbers. It is obvious that you woul d not
order 600 or 6 hoes. Again, you would have to decide on the
i deal point between the two extrenes. Suppose you take a

realistic decision to order 100 hoes at a tinme, or enough
for two nonths.

Rate of stockturn

If you order 100 hoes, it wll take you two nonths to sel
t he stock. You then re-order for another two nonths, and so



on. We can say that you "turn your
If you ordered 300 hoes at a tine, you would turn the
Usual ly traders find it

year.
stock only twce in a year
econom cal
order rather snall
weeks or nonths.
t al
their capital

plain the idea:

to have a qui ck stockturn.
gquantities which they can sel
That way they do not tie up too nuch capi -
in each itemin stock and can earn a hi gher surplus on
The followng sinplified exanple w |l
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stock” six times in a

nor e

That neans that they
in a few

ex-

Cloggan

orders goods for T$10,000.*
He turns the stock once a year.

Only 2 items
in stock

Cloggan makes a surplus of
T$1,000 in one year.

Davies also

orders goods for T#10,000. He
turns the stock 4 times a year.
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Many items
in stock

Davies makes a surplus of
T$1,000 in 3 months, that is
T$4,000 in one year.

Manager

ties, which | asted for
of T$1, 000 that year

Manager
buy many different

Cl oggan had T$10, 000 avai l abl e.
nmoney to buy a | arge stock of the nobst
a whol e year.

Davi es al so had T$10, 000.
pr oduct s,

He used the
needed commodi -
He made a surplus

He used the noney to
buying a smal |l er stock of

* \WW use an inmaginary currency here,

used in various countri es.

and cents, T$ and c.

because this booklet is

We call it "Training Dollars"
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each. In three nonths he had sold everything and re-
covered the noney. He made a surplus of T$1,000 in three
mont hs. He coul d buy new stock and repeat this business

four tinmes in a year! He had invested T$10,000 in his
stock, |ike C oggan, but he had a return of T$4, 000.
That is four tinmes nore than C oggan, and, in addition,
he coul d hel p his nenbers better by selling nore differ-
ent itens.

. i

One day you call the nmanufacturer of hoes to place your
order for 100 hoes, as usual. He says, "Wiy not nake it
600? | will give you 5%di scount, so you pay T$9.50 instead
of T$10 each."

600! That is enough for a

year. But you woul d save
T$300!

Wul d you accept his offer?

This kind of gquantity discount is quite common, but a wise
manager had better think tw ce before he accepts. W will
therefore take a closer look at this offer.

You can work it out like this:

Saving, if you order 600 hoes:
600 x T$0.50 = T$300

Money tied up:

| f you order 600 600 x T$9.50 = T$5, 700
| f you order 100 100 x T$10 = TI$1,000
Addi tional noney tied up = T$4,700

I f you order 600 hoes, you will not tie up T$4, 700 for the
whol e year. At the beginning it will all be tied up, but as
the year goes on the hoes will be sold and the noney w ||
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be rel eased. At the end of the year nothing extra will be
tied up. The average additonal anpunt of nopney tied up
will be hal fway between the full anmount and zero, T$2, 350.

How can you deci de whether it is worth tying up T$2,350 in
hoes in order to save T$3007?

The answer depends on where you are proposing to get the
noney to buy so many hoes. WIl you borrow it froma bank?

|f so, there will be an interest cost. If the bank charges
10% you will have to pay T$235 to borrow T$2, 350 for a
year. But you will save T$300, so it is worth taking the
| oan and buy 600 hoes. You will still save T$65.

Per haps you cannot borrow noney fromthe bank. If that is
t he case, and you still want to order 600 hoes, you would
not be able to buy sonething el se which you normally keep in
st ock. This would al so cost you npbney because you woul d
| ose the profit you woul d have nmade on that. How nuch woul d
you | ose?

Suppose that you make 10% on your sal es of other products
and sell your stock in two nonths. 10% of T$2,350 is
T$235. I n one year you woul d earn that anount six tines,
whi ch makes T$1, 410. This is obviously nmuch better than the
T$300 you woul d earn on the quantity di scount on hoes. So
you woul d do better not to take the manufacturer's offer

I f you could only expect to buy and sell one batch of other
goods for T$2,350 in one year, then you would only make a
surplus of T$235 during the year. In this case, it seens to
be better to spend all the noney on hoes in order to gain
t he T$300 savi ng. But what woul d the nmenbers say if you
suddenly stopped supplying sone other itens? You have to
satisfy vyour nenbers as well as making a profit
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WHEN TO ORDER

In addition to know ng how nuch to order, you nust al so know
when to order. O course, you cannot wait to order unti
the stock is "al nost finished". You would then run out of
stock because hardly any suppliers deliver imediately.
Sone even take several nonths. You have to estimte how
many goods you wll sell fromthe tinme you place an order
until you actually receive the goods.

If you know the delivery tinme and your sales per week you
can work out a "trigger figure" for each item When t he
stock reaches that figure, you must re-order.

For exanpl e, your supplier of chicken feed can be expected
to deliver one week after you place your order. You sel
about 40 bags every nonth. That nmeans you nust order when
there are 10 bags left. But even then there is a risk that
you m ght run out of stock if sales increase or delivery is
del ayed. To be on the safe side, you decide to order feed
when the stock is down to 15 bags. Your trigger figure for
chicken feed is 15.

This is how you decide trigger figures or "m ninmum stock
| evel s" for all itenms in your stock

— ,_’1*]‘5 (

Zz|ZZ Z|| BIEEELRY
1

Only 15 bags
left — we must
order !




It is essential for a man-
ager to have a proper arder-
ing system otherwise he
wll frequently run out of

sone itens, while having ex-
cessive stock in others.
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Out of stock
again - why haven'’t
we ordered???

Certain basic information is needed to allow the ordering
systemto function

@® You
t he

nust

m ni mim st ock | evel

(the

® You

@ You

trigger figure).

must know the quantity to be ordered.

must have a_record of orders already placed.

know the anmount in stock at any given tine and

Most co-operatives have a hin-card for each itemin stock
The bin-cards give the needed information.

A typical bin-card:
| tem: RAT PO\SON Supplier: C.wW.S
TIN_S80 a. GEORGE TOWN
Selling
price: $é“/o Trigger figure: 5
Order quantity: /5
Date In Out Balance Ref. / Remarks Sign.
/. 1/ g z,.
4.4/ / Zz | s 4
7 3 4 SHUS  [15hns ndeund)| D,
10.1) 2 2 5. /8% I/
/1.4 /5 17 De/Wofe &14) Z
/5.4 2 /s 5./99 74
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The bin-card is used as illustrated by the exanple on the
previ ous page.

On 1.11 the stock of rat poison is 8 tins.

On 4.11 the storeman sells one tin. He wites "1" in the
out-colum and the new stock "7" in the bal ance col um.
The note "S141" is a reference to the actual sales note
for this sale.

The sal esman al so puts his signature in the |ast colum,

so it is possible to see who actually took the things out
of the stock.

On 7.11 he sells three tins. The new bal ance is four.
He can see that the trigger figure is five, so he nust
i mredi ately order a new supply. In the remarks col unm he
notes that an order has been sent.

On 10.11 two nore tins are sold. There should be only
two tins left.

On 11.11 the new supplies arrive. The anobunt is entered
on the bin-card. Stock is now up to 17.

On 15.11 two tins are sold.

The storenman makes a note on the bin-card every tine he

sells an item or receives new supplies. The bin-card is
thus the basis for ordering. There is no need to count the
stock in the warehouse every day or week. The staff just

keeps an eye on the trigger figure noted on the card and
pl aces an order as soon as stock is down to that |evel.

Wien you send an order to your supplier, you should use a
special formlike the one on the next page. Al so when you
order sone goods by tel ephone, you should fill in such a
form You should keep a copy of the order in a special file
or bi nder. You will need the copy when you check the goods
on arrival, and in case of any disagreenent with the sup-
plier.



DELTA COOP Order N 4

West Bank, ZARIANNA

Date: 4885

To: ?&/ Seepplics Ll

Piease, deliver the following goods:

Commodi ty: Quantity: Unit price:

WM V¥ 1y 54474;” fdé;;,a ézg/ﬁ}

Payment conditions: '3444;%‘ credt

To be delivered by: 2?p1¢¢ fuck , rs LL41< 4»44€’c,
To be delivered to: 2%t &miehruse in Zatianne
Time of delivery: £-/0 W /285

Delivery cannot be accepted later than date stipulated above,
unless our agreement has been obtained.

oy S

for Delta Co—-operative

Check to see if the order forms you use in your so-
ciety have the following necessary information.

- Your society's name and address.

~ The signature of the person authorised to order
goods.

- The supplier's name and address.

- The goods ordered - type and quantity.

- The price and payment terms.

- The date the order was placed.

- The date delivery is required.

- The point to which delivery should be made.




RECEIVING SUPPLIES

Once an order has been pl aced, what happens next? A truck
arrives at your warehouse fromthe supplier with the goods.
What does the driver want at that nonent?

He wants to get rid of the goods. He wants sonebody to
sign for them so that he is no | onger responsible, and
he wants to go away as qui ckly as possible.
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ESOMES

Thi s nonent, when the goods are handed over, is an inportant

point in your dealings with the supplier. O course, co-
operative societies should deal with suppliers on a basis of
mut ual trust. However, m sunderstandi ngs can occur. It

could cause a lot of trouble and perhaps | oss to your so-
ciety if you discovered too |ate that sonme goods were faulty

or m ssing. If both you and the supplier naintain good
paperwork systens, it will be imedi ately clear what has
gone w ong. The m stake can be put right w thout dis-
agreenent .

Thus, a good system for checking a delivery is necessary to
protect the interests of your nenbers. There are certain

things that you nmust do hefore, during and after a delivery.
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Before delivery

Suppose that a driver arrives with a truckload full of fer-
tiliser and nobody is there to receive himor give himany
instructions:  So he dunps hundreds of bags on the ground
out si de the warehouse.

It is too late to organise the recei pt of goods the nonent
the truck arrives. Well [n advance you should -

® clearly informyour suppliers as to the tinmes and days
when deliveries can be accepted;

® ensure that a qualified person is ready to receive the
goods;

@® prepare t he recei ving
area where the goods can

This spot -
clean and ready for
the chickenfeed
LOMOYYOWs o « »

be unl oaded and checked

wi t hout being m xed with
t he ol d stock.

. el |
When you go to inspect a new delivery you nust decide how

thoroughly to check the goods?

For exanpl e: you receive a delivery of enpty sacks. There
are 20 bales, each said to contain 100 sacks.

- Shoul d you open every bal e, exam ne and count each sack?

- Should you just count the 20 bales, taking it for granted
t hat each one contains 100 good-quality sacks?

You probably do not want to take the time and effort to
carry out a full inspection of the goods. But you should

not risk the high cost of accepting |large quantities of
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The driver takes the original of the delivery note back to

the supplier. You keep one copy. The supplier will use his
copy as proof that the goods were delivered and will |ater
send you a bill (invoice) for the goods.

| f you do not receive or accept all goods listed on the de-
livery note, you nust record this fact on it before you
sign.

Remenber that the driver Ieavo wyipra® compt
nmust also sign to certify o ea sprayers Vi kerosene
that your notes are cor- 5 arums » 195 T VFGS5
rect. You shoul d keep a 10 tins jnsectic d‘z W, 5 tr
copy of the corrected de- 9Aﬁ“ﬁ“§ha%1ade o

livery  note, with  the G b | czioed—
driver's signature, to avoid W W

any future problens. Rece1ved by
W’%DLNE‘?—

Let us now sum up what you should do during the actual de-
l'ivery:

@® Mike sure that a copy of your original order is avail -
abl e. Conpare the order with the supplier's delivery
note to ascertain that the driver is bringing the right

consi gnment .

@ Wite the goods are being unl oaded, nmake sure they are
handl ed with care and placed in an orderly way. Check
for i medi ate signs of damage, bags containing | ess than
full quantity, etc. Put such itens aside for closer ex-
am nati on.

@® Count the itens and establish that there is no i me-
di ately visible danmage or di screpancy. Carry out as

t horough an i nspection as you deem necessary.

@® Sign the delivery note, confirm ng that you have received
t he goods. If anything is mssing or to be returned, so
indicate in witing on the delivery note, and have the
driver to sign it. File your copy of the delivery note
for later use.
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After delivery
When the driver has left there is still work to be done:

If you need to inspect the goods nore thoroughly, do so
i mredi atel y. I nform t he supplier about any problens (if
he accepts conplaints after delivery - if not, a thorough
i nspecti on must be done before the driver |eaves).

Establ i sh that the stock has been properly placed and ar-
ranged i n the warehouse. Make adjustnents, if necessary,
to make sure that any old stock is accessible and sold
first.

Not e the new delivery on the bin-card.

5. Prepare a "check-list" for your staff, including

all tasks that must be done before, during and
after a delivery of goods to your society.

= = = Syl )/
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PAYING THE SUPPLIER

once the goods have been delivered and inspected, it is
necessary to pay for them Here agai n, sinple procedures
and paperwork can assure that there are no di sagreenents and
that your society is protected agai nst |oss.

Sonme suppliers expect cash on delivery, but it is nore com
nmon for themto send an Lnvoice [a bill or note requesting
paynment) shortly after sending the goods.

In any case, do not pay until you are convinced that every-
thing is in order. If you have an effective systemfor the
recei pt of goods, and if your files are in order, it wll
not take you long to carry out the necessary checking proce-
dure.

Before you pay -

@® conpare the invoice with

your copy of the delivery PACK'NG\

note and nake sure you ~| DELIVERY
have received everything = __.NOI_E_
f or whi ch you are }_:: - ‘:.:::_;“
char ged; _- :"__ ;f:: -

@ ascertain that the price
is correct and as agreed
upon with the supplier;

DELIVERY

@® check that all cal cul a-

tions are correct;

@ observe paynent condi -

tions; do not pay until

you have to.

compare and check!
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In conparing the invoice with the delivery note, be parti-
cularly careful to make sure that any remarks about damaged,
returned or m ssing goods have been taken into account.

Look out for these commobn m stakes concerning price:

the supplier may have charged you the retail instead of
the wholesale price;

the supplier may have charged you the regular instead of
a special discount price that had been arranged.

: ' <tal

If you do find m stakes on the invoice, notify the sup-
plier. You mght agree to correct the m stake in one of the
fol l ow ng ways:

you make a correction on the invoice and pay the correct
amount ;

you wi t hhold paynment until you receive a new, correct in-
voi ce, or a credit note;

you wi t hhol d paynment until the supplier has delivered al
t he goods for which you were charged.

6.1 Take a close | ook at your paperwork system for
ordering, receiving and paying for goods. Make a
list of all fornms and docunents invol ved. For
each, state its npane and purpose, who retains a
copy, and why that copy is kept.

6.2 Check that your paperwork system can protect you
agai nst loss in the cases bel ow
- Some goods have been found danmaged on arrival

The di scount price you were proni sed before
ordering the goods is not that given on the in-
voi ce.
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PRICING

In your farm supply service, how do you deci de what prices
to charge your nenbers?

You may not be free to decide all prices yourself; some nmay
be under governnent regul ation. But for the rest, you are
probably expected to decide the markup.

How do you deci de on a suitable markup? Do you use sone
standard markup percentage or do you try to cal cul ate ex-
actly how much markup you need?

What you need is to earn enough noney to cover the costs of
t he supply services. Here is a very sinple exanple of how
to cal cul ate the markup

- Suppose you sell only one product to your nenbers: fer-
tiliser. You expect to sell 1,000 bags in a year.

- You can buy the fertiliser froma supplier at T$10 per
bag. That is the cost price, including freight cost to
your war ehouse.

- Your total annual costs for the service are estimted at
T$600. That i ncludes costs for adm nistration, | abour,

storage space and everything el se needed to sell the fer-
tiliser.

- Thus, for each bag the cost will be T$0.60. This cost
must be paid by the nenbers. If you add it to the cost

price, you will get a selling price of T$10.60 per bag.
Your markup is 6%on the cost price.

The sales should bring in 1,000 x T$10.60 = T$10, 600,
enough to pay the supplier and cover your costs. But you
have no "safety margin" at all. Suppose sone bags get
spoi l ed or your running costs are higher than expected.
You woul d then Lose on your supply business! It is bet-
ter to increase the selling price to allow for this kind
of problem You probably need at | east one per cent
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to cover any |oss due to damaged goods, and a little nor”
to cover other problenms and to nake a surplus for re-
i nvest nent . If you decide to use a markup of 10% i n-
stead of 6% your selling price would be TS11. Your es-
timtes now | ook like this:

Sal es 1,000 x T$11 T$ 11, 000
Cost of goods 1,000 x T$10 - 10,000
G oss surplus 1, 000
Runni ng costs - 600
Net surpl us T$ 400

Thi s exanpl e shows very briefly one way to fix prices in a
co- operati ve: add a mar kup which is enough to cover your
costs and a small net surplus.

However, it it obvious that pricing is nore conplicated than
this. You cannot sinply work out a fixed markup percentage
and use it for all goods. Before setting prices you need to
find the answers to a nunber of questions.

You are selling a variety of supplies. Wiich should have
a high markup? Whi ch shoul d have the | owest possible
prices?

You are usually limted to a very | ow markup on price-
controlled itens. To earn a sufficient surplus you have
to use a higher markup on other iteng. How hi gh?

Your society needs to earn a surplus to be used to de-
vel op the busi ness. Whi ch goods can help you to earn a
surpl us?

What woul d happen if you generally increased prices?
Your sales m ght go down, but how many nenbers woul d suf-
fer? \What woul d happen to your total surplus?

What woul d happen if you reduced sone prices? Wuld nem
bers take advantage of the decrease and buy nore from
you? Would your surplus remain high enough?
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Too many co-operative nmanagers act as if pricing were out-
side their authority. They fail to use prices. That is
Wr ong. Prices nust be continually reviewed and used as a
tool to benefit the society and thus its nenbers.

A

0 We make only 5%

n seeds. It doesn't
COVEY OUY COSTSus es

We have to
increase feed prices.
A pity, that has been our
best selling item....

25% markup
on these tools?
Too much!

We need 6% on
the fertilisers, other—
wise we must reduce

staff costs...

_ $6 for this
wnsecticide., Nobody
. can afford it!

.........

K;“

N

DO,

PO
g‘\\\\

e’

You should regularly review the prices of everything you
sell and ask yourself whether you need to change any. Per-
haps a price reduction could help you get rid of sone old
stock tying up space and noney; perhaps a price increase
coul d hel p you cover sone unexpected costs.

Wrk in a planned and systematic way. You will need to do

some estimates. The fol |l owi ng exanpl es show you what ki nd
of cal cul ations m ght be necessary:
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Exanple 1

Product : Her bi ci de

Cost price: T$1 per tin

Present selling price: T$1.20 per tin
Current sales: 10, 000 tins per year

Problem  You need to increase the surplus by T$500.

Suggestion a : Increase the selling price to T$1. 25.

Coment s:

The problem would be solved if you sold 10,000 tins at
t he new price; you woul d earn 5 cents extra on each
tin. (10,000 x T$0.05 = T$500).

But this m ght not be the solution; t he hi gher price
m ght reduce sal es! You now make a surplus of T$2,000 on
t he herbicide (10,000 x T$0.20 = T$2,000). Wth the new
price, you could nmake the sanme surplus if you sold only
8,000 tins. (8,000 x T$0.25 = T$2, 000). But if your
sales were to drop below 8,000 tins, your society would
be worse off than before.

- In addition, sone nenbers m ght have to stop buying herb-
I ci de because of the high price and m ght therefore suf-
fer some | oss.

Suggestion b : Reduce the price to T$1l.15 per tin; sales
mght increase and perhaps increase the
total surplus as well.

Comment s:
- Present surplus on herbicide is T$2, 000.

- To make the sane surplus as before, you would need to
sell 13,333 tins at the | ower price. To earn a surplus
of T$2,500, you would need to sell 16,666 tins (16,666 x
T$0.15 = T$2,500).  vou nust deci de whet her sal es woul d
go up by that anount if the price were reduced by 5
cents.

You nmust al so be sure that the increased sales will not
i ncrease adm ni stration, storage or transport costs.
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Exanple 2

Product :

Cost price:
Mar kup:
Selling price:
Probl em

Suggesti on:

Advertise a "special offer”

in your warehouse for
short peri od.

Sell the hoes at T$9. 95.

Comment s:
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Hoes

T$9. 40

T$2. 60

T$12

This is a rather newitemin
your stock and sales are very
sl ow, usually not nore than one
hoe per week. Wuld a "di scount
price" help to pronote sal es?

At the current price you sell only one hoe per week,
earning a surplus of T$2.60. Suppose you could sell 5
hoes at T$9.95 in one week. The surplus would be 5 x

T$0.55 = T$2. 75. That

is better than usual, even though

you have greatly reduced the price.

Li ke exanple 1b, this shows that you nust achieve a very
| arge increase in sales if you want to earn an acceptabl e
surplus on a special offer. If you sold only four hoes
at T$9.95, you would earn less than if you sold one at
the initial price.

You nust al so consi der the possible negative effects of
speci al offers. Menbers m ght think there is sonething
wrong with the hoes or that they were being cheated be-
fore when charged T$12.
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SELLING PROCEDURES

Has a menber ever taken goods on credit, but the bill was
never charged to hin®

Has a menber ever clained that he paid cash for sonething
when you are sure he didn't, but neither of you was able
to prove your case?

Has a nmenber ever clainmed that his patronage refund
failed to include certain purchases?

Has a menber ever been sol d goods on credit when he
al ready owed the society too nuch for too |ong?

To prevent this kind of problem you need a sinple, well-
desi gned paperwork system for sales and a staff which knows
how to operate it.

The exanpl e bel ow shows the papers you need and the proce-
dures to foll ow when selling farm supplies to a nenber:

Menmber Tai mi buys three
tins of insecticide, at
T$5 each, and one spade
at T$10. Wien Sal esman
Clark takes the goods out
of the store, he notes
the fact on the bin-
cards.

Sal esnman Cl ark receives T$25 from Taimmi and fills out a
Sales Note (see next page).

He gives the original of the note to Menber Tai mi. He
| eaves a carbon copy of the note in his sal es book.
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DANUBE COOPERATIVE
Wagrama, Longfield No: Zl/é
Sales Note Date: §.5.85
Member's Name Member's
(blockletters): 5 TA'MMl Number : ‘348
Goods Delivered: Unit Price: Price:
. . L. 4 -
3 sy 2roecticide Vot S — /55—
/amé, spadle /2 Hle 0. — /0:—
” 7
TOTAL _‘Zé_:_
Goods Received: ‘ ;é - .
Member's Signature: Cdﬂ e
PAYMENT CHARGE ™ }ﬂ,’
$ 25: — received $ ~~""_to be,tharged
- . —
GZZZ;1Aé//~ /erg’/' //;a”gccount,363__________
Sieonature Date Poste v:

Wiy does the nenber need this sales note?

It is a receipt, proof that he has paid for the goods.

He may also need it for his own records, to keep track of
hi s expenses.

Wy does the society need a copy of the sales note?

The manager and the accountant of the co-operative wll
use the copy as a "source" for essential bookkeeping.
For instance, at the end of a day they will add up al

the sal es notes and conpare the total wth the cash re-

ceived. Since the sales notes are nunbered, they can es-
tablish that none has di sappear ed.

The sal es note al so provides a source for the co-opera-
tive's register of menber purchases. This is kept be-

cause the co-operative may pay a bonus to nenbers at the
end of the year, based on their purchases.
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Wien nmenbers are allowed to buy on credit, the sane sal es

note can be used. The top part is filled out in the sane
way, but the receipt in the bottomleft corner is pot filled
in. Instead, the colum to the right is used.

Goods Received: ’ W

Member's Signature:

PAYMENT T e CHARGE

$ <-*""'I;'(ecei\{§d“’“"ﬁv $ L5:—  to be charged
7 M«f‘f” to account no:_ S~ 3%¢

e Signa&'ﬁ?é Date Posted by:

In this case, when the goods are sold on credit, the
sal es note copy serves as proof that the goods have been
delivered to the nmenber. The anmount nust then be posted
in the nenber's account. To show that he has done so,
t he bookkeeper wites his signature on the last |ine.

Some co-operatives use a "Cash Sal es Receipt" when selling
goods for cash and a "Delivery Note", when selling on
credit. Note that in the exanple above, these two forns
have been conbined into one: the "Sal es Note".

1. It may not be necessary for your society to change
its sal es paperwork system but you should review
it For each docunment and each entry required,

ask the foll ow ng questions:

|s every entry used by soneone for sone pur-
pose?

- |Is every copy used by sonmeone for sone purpose?

- Is it possible to conbine docunments or entries
to save tine and paper?

- |s every docunent as sinple as possible?

- If a particular docunment (or entry or copy)
were no | onger produced, would it nmake any dif-
ference to anyone?
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It may not be necessary for your society to change
its sales paperwork system, but you should review
it. For each document and each entry required,
ask the following questions:
- Is every entry used by someone for some purpose?
- Is every copy used by someone for some purpose?
- Is it possible to combine documents or entries
to save time and paper?
- Is every document as simple as possible?
- If a particular document (or entry or copy)
were no longer produced, would it make any difference
to anyone?
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SERVICE AND SALESMANSHIP

"Menbers should buy their farm supplies fromthe co-

operative, because it is theirs and they should be |oya
toit."

- "The governnent should see to it that all farm supplies
are sold only through co-operatives."

"Menbers should buy their farm supplies fromtheir co-

operative because it offers the best deal in terns of
product, price and service."

Wth which of the above do you agree? If you believe in the
| ast statenent and can nmake it valid for your own society,
you have found your "success formula".

Even if you believe that co-operative nenbers shoul d be
| oyal, and even if the governnent wants to nmake peopl e buy
from co-operatives, nenbers should still want to buy their
supplies fromtheir co-operative. The manager should fee

hi s nmenbers buy from hi m because they want to, not because
they have to.

If your co-operative is selling the right products at the
right prices, what nore is needed? |Is there anything nore
you should do to ensure that nmenbers get the best possible
service fromtheir society?

On page 13 we tal ked about the service you expect froma
good supplier. Read the Iist on page 13 again.) Surely,
the farners have simlar expectations regarding their sup-
pliers. Sonetimes a co-operative fails to provi de adequate
service, not deliberately, but because it does not think
about the real needs of its nmenbers.

- Kalinga Co-operative noved its warehouse fromits old |o-
cation near the market place to a new industrial area
near the railway. This was nore conveni ent for receiving
bul k deliveries of fertilisers and di spatching crops.
But only a few nenbers living nearby found it conveni ent
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to go there to buy supplies. The rest now had to buy
at higher prices fromprivate traders in the market
pl ace.

Taito Co-operative wanted to save noney on its adm n-
istration of credit. Therefore, nenbers were offered
a standard "package | oan" for certain quantities of
seed and fertiliser at planting tinme but no other

credit. Not everybody wanted this package | oan.
There were other things they needed which it did not
i ncl ude. They either had to go without themor to
pay very high rates of interest to private noney
| ender s.

Mel bany Co-operative wanted to reduce its expenses so
the managenent decided to cut out overtine. The
store was therefore closed pronptly at 5 p.m and al
day Saturday and Sunday. This neant it was cl osed at
the times nost convenient for nenbers to visit the
t own. As a result, sales of supplies fell off
rapidly and the society |ost even nore noney.

Has your society nade m stakes |ike this? If you reduce
services to nenbers, you may reduce sales and the surplus as
wel |. It is just as inportant for a society to offer goaod-

quality service as it is to offer good-quality products.

MEETING

SATUROAY

Good service neans paying attention to basic matters |ike
t he range of stock, the location of the store, credit and
open hours. It al so neans renenbering the small details in
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your daily contacts w th nenbers. Fromtinme to tine, you
should go into your own store, |ook around and check your
servi ces.

@® Are nenbers being kept waiting a Long tine? How coul d

del ays be reduced?

® Are all procedures for filling in fornms, handling noney

and so on strictly necessary? Coul d any procedures be
changed in order to serve custoners nore quickly?

@® Are there informative displays, particularly of new pro-
ducts, so that nenbers can learn what is on offer?

@® Are floors and counters clean? Does the store generally
give the inpression of being well organi sed and effect-
ively nmanaged, so as to inspire nmenbers' confidence in
it?

® |Is the staff polite, friendly and well informed, so that
each custonmer goes away feeling that the staff nenbers
have tried their best to hel p?

8. "Score" your society (very poor = 1; excellent =
5) on the follow ng aspects of service:

-Location of the warehouse.

- Range of goods.

-Avai lability of goods in stock
- Qui ck service.

-Staff know edge of products.
-Staff attitude toward custoners (polite, helpt
ful).

-Staff response to custoner criticism

Wite down what you can do to inprove your per-
formance in the areas you have given 3 points
or bel ow.
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8.
"Score" your society (very poor = 1; excellent =
5) on the following aspects of service:
Location of the warehouse.
Range of goods.
Availability of goods in stock.
Quick service.
Staff knowledge of products.
Staff attitude toward customers (polite, helpful).
Staff response to customer criticism.
Write down what you can do to improve your performance
in the areas you have given 3 points
or below.
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ADVERTISING AND INFORMATION

Shoul d a co-operative advertise and provide informtion on
its products and services to nenbers? O should it just
of fer the products nenbers want, at the right price?

Do you agree with the foll ow ng statenents?

"Advertising just increases prices."

"Advertising may be good for the advertisers, but it is
no use to the custoner at all.”

"A co-operative doesn't have to waste noney on adver -
tising."

Read these stories and try to explain the failure in each
case. \Wat went wong and why?

Farnmer A wanted to try a new insecticide he had heard
about . Not realising it was avail able at his co-opera-
tive, he spent a long tinme trying to find a supplier.

Farmer B bought some seed fromhis co-operative two years
ago, when it still had its old warehouse and the forner
manager . He was di sappoi nted because the seed was bad.
He never bought anything else fromthe co-operative.

Farmer C heard sonebody saying that everything in the co-
operative was too expensive, so he never buys anything
t here now.

Farmer D bought sonme chem cals fromthe co-operative, but
he did not use themcorrectly. One of his animls died.
He is unlikely to buy anything fromthe co-operative
again.

In all these cases, j[nformation was | acking: Farmer A did
not know that he could buy the supplies fromhis own co-
operative; Farnmer B did not know that the society's storage
and managenent had inproved; Farnmer C did not know that the
runour was w ong; and Farmer D had no instruction on the
proper use of chem cals.
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These cases indicate that a co-operative does have a respon-

sibility to advertise, to provide information to its nmem
bers, and not just to sell them supplies and to buy their
Crops.

The question is, how can the society best provide inform-
tion on its products and services? There are many ways of
doing it.

]

Jo
o

Letters and
eirculars

Demonstrations

Individual contacts

Radio and with members

newspaper ads

We often hear news indirectly from other people rather than
directly "fromthe source". The nmenbers of a co-operative
usually live in the same area and talk frequently wth each
other. Wat about this nethod of conveying information? Is
it good enough so that a co-operative does not need to spend
noney on the nore expensive nethods nentioned above?
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Suppose you are facing these three probl ens:

al A new delivery of seed has just arrived. Menbers nust
buy it very quickly in order to plant it in tine.

b/ A new pesticide has just becone avail abl e. It can
greatly inprove crop yields but it is quite hazardous.
If not used properly, it can cause injuries to ani mals
and peopl e.

c/  About half the menbers of a society are maki ng no use of

its supply service. The comm ttee has asked you to do
sonet hing about it.

Suppose that you tried to solve these problens by relying on
the old "word-of -nouth" techni que? What m ght happen?

- In case (a), the information would probably not be
passed guickly enough.  Some nenbers woul d probably not
hear about the new seed at all; others would hear too
| ate.

- In case (b), technical information m ght not be passed

on accurately. If anyone got it wong, the results
m ght be very serious.

- In case (c), information probably m ght npot reach its
“target”. Peopl e not buying might well be those |ess
i nvol ved with the society and thus less likely to talk
to ot her nenbers.

Qobviously, in these cases you will have to use nore effec-
tive neans of distributing information. Thi nk about the
parti cul ar needs in each case and choose the nethod nost
sui tabl e.

al  Wdespread distribution of posters or advertisenents

woul d get the information out rapidly to a | arge menber-
audi ence.

b/ Denonstrations, displays at the warehouse and/or indivi-
dual contact between staff and nenbers would all convey
accurate information about the new pesti cide.

c/ A programme of neetings, posters, advertisenents and/or
circulars could be used to reach the less-involved nem
bers .
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Posters, advertisenents, letters and di splays are exanpl es

of ane-way communication. There is no way the nenbers can
"tal k back" to them

During neetings, denonstrations and personal contact, infor-
mati on can pass both ways, fromthe society to its nenbers
and fromnenbers to the society. Menbers can ask questi ons,
express doubts, disagree and/or ask for nore information.

It is better to use Lwo-way conmmunication when there is a

risk that nmenbers will not correctly understand the infor-
mat i on.
Still, many organi sati ons use one-way nethods: t hey are

qui ck, they cost |ess per person reached, and their contents
can be fully controlled by the "sender".

Again, it is your job as the manager of a supply service to:

@ ¢©xamne every task you have to perform and deci de whet her
or not it involves giving information to the nenbers;

@ deci de on whi ch nethod, or conbi nati on of nethods, is the
| east expensive and the nost effective.

A poster mght be the cheapest - and least likely to do the
j ob; a hundred denonstrations m ght be the nbost accurate -
but al so the nost expensive. You nust, as always, determ ne
the ideal mddle way.

9. On page 47, you read about three typical inforna-
tion problens in a supply co-operative.

Think of three information problens you have in
your co-operative. Deci de how you intend to sol ve
each problem What neans of information could you
use? Wiy and how woul d you carry out the task?
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9.
On page 47, you read about three typical information
problems in a supply co-operative.
Think of three information problems you have in
your co-operative. Decide how you intend to solve
each problem. What means of information could you
use? Why and how would you carry out the task?
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STOCK CONTROL AND LEAKAGE

On the bin-cards you can at any tine see the quantity of
goods there should be in stock. But fromtime totinme it is
necessary to count the stock to see if the balance figure on
the bin-card is the sane as the actual stock. There are
several reasons why the figures mght differ and the only
way to tell the actual anmpbunt in stock is to count the
goods.

St ock-t aki ng
Counting the itens in stock is called stock-taking. Every
co-operative nust do a conpl ete stock-taking at |east once a

year to produce correct accounts and an accurate annual re-
port.

Doing a | arge stock-taking can be a difficult and | engt hy
job, especially if the nunmber of products is |arge and

vari ed. It may even be necessary to close the society for a
day or nore to organi se the warehouse and call in extra
staff for the annual stock-taking. What m ght be the dis-

advant ages of this?

Menbers woul d suffer because they could not buy what they
need.

Staf f would cone to believe that the warehouse need only
be well organised, and the bin-cards up-to-date, when it
is tine for the stock-taking.

It would cost nmoney in |ost sales, and extra wages.

Nevertheless, if you want to avoid | osses in your warehouse,
you must count your stock. You need to find a system which
is quick and easy and does not interfere with service to
menber s.

One solution is to count individual itens quite often, at
random and w t hout noti ce. There are several advantages to
this:
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Counting the stock of only one item does not take all
t hat | ong.

- Checking can be done when conveni ent, avoiding tinmes when
menbers need service.

- Frequent checking helps to keep the warehouse i n good
order all the tine.

- Random unschedul ed checki ng m ni m ses di shonesty and in-
efficiency. Staff will not know about the stock-taking
i n advance and will have no opportunity to conceal any
irregularities.

Maki ng- counti ng- easy

Mai nt ai ni ng a good storage system saves tine in stock-
t aki ng. If the staff know that a stock-count can be sud-
denly required, they will try to store goods in such a way
t hat counting can be done easily. Here are sone rules to
hel p you count stock quickly and correctly:

@ Store all itens so that
they can be clearly dis-
ti ngui shed from other

simlar itens.

® Store all goods in an
orderly manner (in rows
and stacks) to avoid dup-

licate counting or onis-
sion of itens.

@ Avoid noving goods in and
out of st ock during

counti ng.

TELEPHONE @
. . . A FoRr. You,
@® Avoid interruptions. sip !
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Checki ng stock - an exanpl e

John, the manager of Landa Co-operative, noticed one day
t hat many nenbers were buying bags of chicken feed. He
realised that the stock nmust be very | ow and that he prob-
ably had to re-order. Since he had the tinme, he decided to
make a stock-check straight away.

First, he went to pick up the bin-card for the chicken
f eed. Wien the storenan saw him he realised what John in-
tended and interrupted him "Just a second, | nust wite in
the previous sales.” He began to fill in the card.

"But this is not how you should do it,"” John said. "If you
don't nake i medi ate entries on the card, you m ght as well
forget it. It is useless to have bin-cards if you can't
trust the figures on them"™

O course, the storeman already knew this, since John had
trained his staff properly. But the storeman appealed to
John anyway.  "You know how it is. W had a real rush here
today and | thought | would do the cards as soon as | had a
mnute”.  John understood, but still decided to do sonething
about it. He decided to change the sal es procedures to nmake
sure that the cards woul d be naintai ned every day.

He went on to the stack of chicken feed bags. According to
the bin-card, there should have been 16 bags in stock. John
counted and found only 14 bags.

What shoul d he do? First he
had to find out why the CHICKEN
anount in stock was not the
sane as that recorded on the
card. Then, what ever the
reason was, he had to take
action to prevent it from
happeni ng agai n.
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Wiy were the figures different? John | ooked at the bin-card
again. Perhaps the error was only on the card.

@ V¢re the calculations on the card correct?

@ Had all sales, according to the sales notes, been entered
on the bin-cards?

John ascertained that the card was all right. What about
ot her possibilities? Had anyt hi ng happened to the stock
that was not recorded on the card?

@ Had any bags been spoiled and taken out of storage wth-
out being recorded?

® Had any bags been stol en?

@ Had any bags been delivered to farnmers w thout sales doc-
ument s?

® Had the supplier delivered fewer bags than the nunber
stated on his delivery note and recorded on the bin-card?

John talked to the staff. They were sure the supplier had
delivered the correct nunber of bags. John hinself, with a

storeman, had counted the bags. Both were certain that no
bags had been spoiled or m ssing. No and knew of any
thefts.

Finally, the problemwas sol ved. John renenbered that two

bags had been returned to the supplier sonme weeks ago be-
cause a storenman had di scovered that they did not contain
the full weight. Nobody had renenbered to note this on the
bi n-card!  Now John corrected it.

Date In Out Balance Ref. / Remarks Sign.
2.9 3 23 | $-82 “L
3.9 7 /6 | 5-91.9594,97 €E~
39 2

/Yy | tehuncd by suppliec /58 | Fatull.

PRSI N~~~ N
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Leakage
Sonmetimes goods wi Il disappear from your warehouse w t hout
bei ng paid for. Here are sone exanpl es of how this m ght
happen:

The seed in some bags becane rotten and had to be thrown
out .

- A bag of fertiliser was placed directly on a danp fl oor.
Its contents were spoil ed.

- A careless tractor driver ripped two bags of animal feed,
spilling the contents on the ground.

- The storenan sold four bags of fertiliser to a nenber,
but only charged himfor three bags, by m stake.

- A delivery of pesticides was not properly inspected.
Only 19 tins were delivered, although the nmanager signed

and paid for 20 tins.

A bag of cenent was used by the staff to repair the floor
i n the warehouse. Nobody made note of this use.

A hoe was stol en.

A storeman was over-generous when selling kerosene. \Wen
a customer would ask for 10 litres, he would fill the can
to the top, giving the custoner an extra litre free.

These kinds of |osses are called "I eakage" by business nman-
agers. Nearly every business has "hol es” through which
stock can "l eak away" |ike this. You nust try to find the
"hol es" in your warehouse and cl ose them because | eakage
costs noney - and it is the nenbers who have to pay. Re-
menber that on page 35 we said it was wi se to add one per-
cent to the markup to cover costs of this type. O course
it is better to reduce the | eakage than to i ncrease the
price.

To reduce | eakage, you need -

@ effective and secure physical storage facilities;

@ fool proof and practical systems and procedures.
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St or age

How shoul d your warehouse be laid out? What is the safest,
nost practical way to arrange the goods?

Wuld it be wse to nake use
of every centinetre, packing
everything in right up to
the ceiling?

Certainly not! You m ght
save space that way but you
woul d subject a |ot of stock
to spoilage and make your
work nmore difficult.

Check your own warehouse | ayout. The building may well not
be perfect, but are you meking the best possible use of it?
Are you follow ng these guidelines?

To nmake control and counting easy -

® keep each commodity in only ane place, separate

ot her itens.

To allow air circulation, to avoid danpness and verm n, and
to be able to detect damage to the building or the stock -

@ |eave space along the watts.

To avoi d danpness fromthe floor -

® store nothing directly on the floor. Use pallets

shel ves or even plastic sheeting.

To avoid contam nation -

@ separate snelly or dangerous itens from foodstuffs.
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To be able to sell the oldest stock first -

® | eave access to every itemfromas nmany sides as pos-
si bl e.

To make it easy for staff and custoners to handl e goods -

@® place the goods sold nost frequently nearest the door.

To protect against theft -

@® arrange the warehouse so that you can see npbst of the
space fromthe office; keep attractive and expensive
itens near the office; make sure that doors and w ndows
can be | ocked securely.

10. This plan shows how one co-operative arranged its

war ehouse.  Make a plan showi ng the best arrange-
ment for your warehouse.

Wire
Sacks .
Parking Maize
areq
Insecticide
Tools
Fertiliser
g,
Of fice S
S
Entrance I

-
-
-

I :100
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1 0.
This plan shows how one co-operative arranged its
warehouse. Make a plan showing the best arrangement
for your warehouse.


Work systens

A good stystem of storage will help you maintain control of
st ock. But do not forget the other aspect nmentioned on page
54: how a proper work system can al so i nprove security and
reduce | eakage.

The nost inportant factor is, of course, attitude. Al em
pl oyees should feel responsible to the nenbers and be
honestly interested in taking good care of the goods. Dele-
gation of responsibility and on-the-job training can foster
this.

As a manager, you nust do the foll ow ng:

To be able to discover any | eakage i mediately -

@ design a sinple, practical and safe paperwork systemw th
wel | - mai nt ai ned bi n-cards and regul ar stock-taking.

To m nim se | eakage -

@ design safe, practical procedures for the receipt and
i ssue of supplies; nmake sure that the entire staff knows
t he procedures;

@ set up a fixed programme for cleaning and i nspecting the
war ehouse in order to discover pronptly any danage from
danp, vermn, etc.;

@ ecnsure that all staff know how and where every item has
to be stocked;

@ design a safe system for keeping and accounting for cash;

Lay down fixed procedures for dealing wth damaged goods;

@ Lay down fixed rules for the opening, |ocking and keeping
of keys to the warehouse.

W will comment further on the last two itens.
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Damaged goods

The followi ng systemis used in nmany co-operatives, when
damaged goods are di scovered:

@ The manager is inmediately informed of the damage.

@ He decides what to do with the damaged goods, bearing in
m nd that -

as nmuch as possible of the product should be saved;
if a bag has been torn, the renmai ning contents shoul d
be re-packed, weighed and sol d;

goods that have been damaged but can still be used
shoul d be sold at reduced price.

The manager nmakes a note of the loss in a special book.
A comm ttee nmenber authorises it with his signature.

Reason for |Selling price| Certif. | Author.
spoilage unit | total by by

20.) | Blh imoecticide | Loaking hi| B190 | $520 Wb | FFolae

43 | %ty fodilinee| 5750 | $8n| 8400 | Rt | IRA
/—/\—W

Date Quantity/Goods

@ The loss is also noted on the bin-card.

War ehouse security

It is not enough to have strong | ocks on warehouse doors.
There nust also be rules as to who should keep the keys.

There should be no doubt about responsibility. Normal |y it
shoul d be the nanager who cl oses the warehouse. If he is

of f duty, the keys should be handed over to his assistant.
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A single duplicate of the key should be kept in a seal ed en-
vel ope by a comm ttee nenber |iving near the warehouse.
This nmust be used only in energency.

Total protection against |eakage is inpossible. It would

sinply cost too much to safeguard against all possible risks
that threaten the goods in stock. But a manager who intro-

duces effective work procedures and rules will certainly be
able to reduce |eakage to a mninmm

MATCOM has published several "Learning El enents” which dea

with such procedures. Al t hough witten for consuner co-
operatives, they can be applied to agricultural supply co-
operatives. There is a list of recommended El ements on page
64.

10.1 How nmuch was the | eakage in your society | ast

year? I f you do not know, explain how you can
find out.

10.2 Make a list of the npbst commobn causes of | eakage
in your supply service. [Compare with the ex-
anpl es given on page 53.)

10.3 Try to break down the total anount of | eakage
into the various causes.

10.4 Suggest what action you should take to reduce
| eakage in your society.
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10.1 How much was the leakage in your society last
year? If you do not know, explain how you can
find out.
10.2 Make a list of the most common causes of leakage
in your supply service. ( Compare with the examples
given on page 53.)
10.3 Try to break down the total amount of leakage
into the various causes.
1 0.4 Suggest what action you should take to reduce
leakage in your society.
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“CHECK-OUT”

To prove to yourself that you have
fully understood this Elenent, you
shoul d now go through the foll ow ng
questi ons. Mark what you think is the
ri ght answer to each question. If you

have problens wth a particul ar queg

ti on, go back and read the correspond-
i ng chapter again.

Key on page 63.

1 What shoul d be kept in stock by a well-nmanaged supply
co-operative?

a All the possible itens needed by nenbers.
b Items which are needed by the majority of nenbers.
c Only a few very necessary itens.

2 Wiat is the neaning of "a high rate of stockturn"?

a The goods are delivered quickly after they have
been ordered.

b The goods are ordered in |arge quantities.
c The goods are sold quickly after the delivery.

3 Wiat is the advantage of ordering snall quantiti es at
tinme and turning the stock quickly?

a The avail abl e nbney can be used to stock nore types

of goods.
b Total freight costs will be | ower.
c Ordering procedures will be sinpler

4 What should you do if there are sone goods missing in a
delivery to the society?

a Sign the delivery note, if the driver/delivery man
proni ses to bring the m ssing goods as soon as pos-
si bl e.

b Return the delivery note unsigned and ask the sup-
plier to send a new correct one later.

c Make a note on the delivery note and have it en-
dorsed by the driver/delivery man.
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How can you nake sure that you have received all the
goods listed on the supplier's invoice?

a By conparing it with your copy of the order
b By conparing it wth the delivery note.
c By taking stock.

What is neant by "markup"?

a The general price increase or inflation.

b The 11l egal practice of ignoring price control reg-
ul ations.

C The anobunt you add to the cost price in order to
arrive at the selling price.

Which of the following itens of information should the
sal es note contain?

a  The cost of the Popds to the society.
b The society's selling price of the goods.
c The society's "markup".

Shoul d the sal es be recorded?

a Yes, all sales nust be recorded.
b Only credit sales nust be recorded.
c Only cash sal es nust be recorded.

VWhi ch of the follow ng are inportant di sadvant ages of
"wor d- of -nouth" as a way of inform ng nmenbers?

a The information may be inaccurate.
h It is too expensive.
C The information will reach al so non-nenbers.

If you keep bin-cards for each itemin stock, when
shoul d you nmake entries on the cards?

a Only when you count the stock
b Only when there is a change in the stock.
C Only when goods have been danaged.

When shoul d sal es be recorded on the bin-cards?

a  \Wen the goods have been paid for.
b  Wen the stock is finished.

C When t he goods are taken out of stock.
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What is neant by "l eakage" in a business?

Staff spreading secrets about the profits.

Goods are sold at discount prices all the tine.

c Goods are spoiled or disappearing wthout being
pai d for.

o

How can you find the anount of | eakage in your busi-
ness?

a By conparing the cash received with the total of
all sal es notes.

b By keeping records of all damaged goods.

C By conparing the bal ances on the stock-cards with
t he actual stocks.

What coul d cause | eakage?

a Hi gh freight costs.
b Poor stock control
C Low pri ces.

What shoul d you do to reduce | eakage?

a I ncrease sal es.
b | nprove work systens and procedures.
c I ncrease prices.
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COMPLEMENTARY EXERCISES

To conpl ete your studies of this topic,
you shoul d take part in some of the
fol |l ow ng exercises, applying what you
have learnt to real situations.

PRACTICE

DISCUSSION

1. Study asupply service

Make a study of the supply services in a co-operative.

First, make up a questionnaire and interview sone nem
bers to get their opinions on questions |like the follow

i ng
Is the co-operative supplying all the farminputs
needed by the farnmers? What is | acking?
Are the prices acceptabl e?

How good is the service offered by the society (Il oca-
tion of the warehouse, opening hours, transport ser-

vi ces, paynment conditions, reliable supplies, bureau-
cracy, staff know edge and behavi our)?

Fi nd out what the conmttee, manager and staff think

about the sane questions. Conpare the responses and
suggest what the society mght do to inprove its ser-
vi ces.

2. Study a warehouse

Visit the warehouse of a supply co-operative. Check the
follow ng matters:

I s the warehouse laid out in the nost effective way?
| s the space used properly?

Are the goods stored so that they can easily be put
into and taken out of stock?
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- |Is security satisfactory?

- Are there any itens in stock which mght be difficult
to sell? How m ght they be di sposed of ?

- How many staff work in the warehouse? Are they all
busy, are there too many or too few?

- What are the procedures for issuing supplies to cus-

toners?

Di scuss your observations with the manager and find the
reasons for any unsatisfactory conditions.

Suggest what the society mght do to inprove its ware-

house.

Key to the "Check-out", p.59
Question 1 2 3 4 5 6 7 8 9 10

Correct

answer b ¢ a ¢ b ¢ b a a b
Ref.

page 11 20 20 30 32 34 40 41 47 25

51

51 53 53 53 56
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MATCOM TRAINING MATERIAL

Have you studi ed these ot her MATCOM "Learni ng El ements" for
staff of agricultural co-operatives?

Basi ¢ econom cs of an agricultural co-operative

The budget

MATCOM has al so published a series of "Learning El enents”
for the staff of consuner co-operatives. Runni ng a supply
service is alnost |ike running a store for consuner goods.
Hence, several of these Elenents m ght al so be useful for

the staff of a supply co-operative. Recommended readi ng:
Cash and stock nmanagenent
Recei pt of goods
Pricing
Handl i ng of cash
Cash control w thout a cash register
Cash control using a cash register
Leakage
Stock control records
St ock-t aki ng
Sal esmanshi p
Easy lettering for signs and posters
Work organi sati on and staff nmanagenent
A conprehensive eight- to ten-day course on "Supply Manage-

ment" has al so been desi gned by MATCOM The Trai ner's Man-
ual for this course is available fromlLQO

Inquiries and orders for MATCOM training material should be
sent to:

The MATCOM Project

c/o COOP Branch
International Labour Office
CH 1211 GENEVA 22
Switzerland.





