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Preface

Thi s trai ning package is one of a nunber of training packages desi gned
by the | LO MATCOM Project to assist people who plan or carry out train-
ing for the managerial staff of agricultural co-operatives in devel op-

ing countries.

The training provided under this training package, as well as under the

ot her packages in this series, is based on a thorough anal ysis of:

(1) the tasks and functions to be perforned in agricultural co-oper-

ative societies in devel oping countries;

(i) the comon problens and constraints facing the effective perform

ance of these tasks and functions.

The result of this analysis is reflected in the MATCOM "Curri cul um
CGui de for Agricultural Co-operative Managenent Trai ning". The Cui de
contai ns syllabuses for 24 nmnagenent subjects and MATCOM has produced

trai ning packages, simlar to this nmanual, for the foll ow ng subjects:

- Collecting and Receiving Agricul tural Produce
- Transport Managenent

- Storage Managenent

- Marketing of Agricultural Produce
- Supply Managenent

- Rural Savings and Credit Schenes
- Staff Managenent

- Financial Managenent

- Cost Accounting and Control

- Ri sk Managenent

- Project Preparation and Apprai sal
- Wbrk Pl anning

- Export Marketing

- Managenent of Larger Agricul tural Co-operatives

For nore information on the above training material, please wite to:

The MATCOM Pr oj ect

c/o CO- OP Branch

I nternati onal Labour Ofice
CH 1211 Geneva 22

Swi t zer | and



JTarget Group

Target groups for this training programe on "Supply Managenent"
are nmanagers and assi stant nmnagers of agricultural co-operative
societies who run or plan to run a co-operative farm supply ser-

vi ce.

Co-operative officers or extension staff supporting the above tar-

get groups could al so benefit fromthe programe.

The aimof the programme is to train people to nmnage a co-operat -

ive farm supply service effectively.

In particular, the programme wi Il enabl e trai nees:

- to define the role and describe the functions of an agricultura

co-operative farm supply service;

- to assess the costs and benefits of these functions;
to put together the best possible stock sel ection;
to select the right suppliers;

- to cal cul ate and order econom c quantities;

- to design and put into practice suitable systens for ordering

goods, receiving goods, inspecting goods and for authorising

paynents for goods;

- to assess, nodify or set up sinple and effective storage facili -

ties for farminputs;

- to devise and put into practice appropriate systens for control -

ling and counting stocks;

to decide how to i ssue stock and to val ue i ssues and st ockhol d-

ings in the nost appropriate way;

- to assess narket requirenments for farminputs and to design, put
into practice and evaluate effective pronotion strategies ained

at encouragi ng nenbers to buy the farminputs stocked by their

soci ety.



Use

The course as described in this manual can be used for a special -
i sed course on supply managenent. The conpl ete programre, or indi-
vi dual sessions or parts of sessions, can also be incorporated in

the curriculumfor a nore conprehensive managenent training pro-

gr anme.

The conpl ete programme, as described in this nmanual, consists of 28
sessions Session tinmes vary from1l to 3 hours. The total pro-
gramme will take approximately 55 hours, or 8 - 10 days, 6 depending
on the qualifications and experience of the trainees and the hours
wor ked each day. The tinme may well be exceeded, and each instruc-

tor nust decide on the likely duration in view of |ocal conditions.
. | | had

The programme is based on the assunptions that training is expens-
ive and that noney for co-operative managenment training is scarce.
Therefore, it | ooks upon training as an investnent, and unless the
training vields results, the return on the npney invested in it

will be nil

On their return fromthe training progranme, the trai nees should be
able to show caoncrete results of inproved managenent . In order to
prepare and equip the trainee to achieve this, the programe has
adopted a highly active |earning approach through the use of par-
o Lve | . hods. .

Trainees will not | earn about supply managenent in a general and
passi ve way. Their day-to-day managenent probl ens have, as nuch as

possi bl e, been translated into realistic case studi es and ot her

probl em sol vi ng exer ci ses. Trai nees (working in groups and on
their own) will learn by solving these problens with the necessary
assi stance and gui dance fromthe trainer, who will act nobre as a

"facilitator” of |learning than as | ecturer.

Every trai nee has sone ideas and suggesti ons from which the others

can | earn. This material is intended to all ow and encourage every



trainee to contribute as nuch as possible fromhis own insights and
experience, so that all will go away with the accunul ated know edge

that each brought to the programme.

This sort of shared learning is in fact al nbst al ways nore inport-
ant than the know edge that you, the instructor, or the materi al
itself, can contri bute. You should treat each trai nee as a source
of ideas and suggestions which are at | east as val uabl e as your
own, and the material is designed to help you draw out, or

"elicit", these contributions.

The built-in "action commitnent” at the end of the progranme wl|

gi ve each trainee the opportunity of using the know edge and exper -
tise of his colleagues in the training programe in order to find a
concrete and acceptable solution to a specific supply problemhe is
faced with - a solution to which the trainee will conmit hinself

for inplenmentation.

Structure

The programre is divided into ten TOPICS and each topic is covered

by a nunber of SESSIONS (see the table of contents on page |X)

The following material is provided for each session:

- a session guide for the trainer (yell ow pages), giving the ob-
jective of the session, an estimate of the ti ne needed and a
conpr ehensi ve "plan" for the session, including instructions on

how to conduct the session;

- handouts (white pages) of all case studies, forns, etc., to be

reproduced for distribution to the trainees.
| . I i al
Bef ore "using" the programme in a real training situation, it wll
probably be necessary to adapt it. This can be done as foll ows:
Read through the material and deci de whet her:
- the programre can be run as it is;

- only certain topics or sessions should be used,;

- new topics and sessions should be added.
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Your decision will depend on the training needs of your trainees

and the means you have at your disposal.

Carefully read through the sessions you have decided to use. Check
the subject matter in both the session guides and t he handouts.
Modi fy themto include | ocal currencies, nanes, crops and so on.
Such adaptation will help trainees identify thensel ves nore easily
with the people and the situations described in the handouts and
will increase the inpact and effectiveness of the training pro-

gr anme.

Do not feel that this manual is Like a book which contains the only
answers. It is nerely a collection of suggestions and ideas, which
you nust adapt, nodify, use or reject as you think fit. The best
evidence that you are using it properly will be the anpunt of
changes, additions and anendments you have yourself witten into

this copy.

. I I I . g

Handouts constitute an inportant part of the training material used
in the programe. They can be reproduced fromthe original hand-
outs supplied in the ringbinder, after the necessary adaptati on has
been nade. Reproducti on nay be done usi ng whatever nethod is
avai |l abl e: stencil, offset printing, photocopy, or carbon copies

or handwitten copies if no other nethod is avail abl e.

The only item of training equi pnent which is absolutely essentia

is the chal kboard

Sone suggestions for visual aids are given in the session guides.
If flipcharts or overhead projectors are avail able, you should pre-
pare these aids in advance. If they are not avail able you can

still use the chal kboard

Trai nees should be informed Ln .advance to bring exanples of the

foll owi ng docunentation fromtheir society:

original orders, bin cards, suppliers' delivery notes, invoices
and statements, goods inspection notes, society paynent advice

notes (see Session 5.1);



VI

bl ank bin cards (see Session 7.1);

soci eties' cash sale tickets, receipt forns and i nvoices (see

Session 8.3).

The pre-course questionnaire should be sent to the trai nees in ad-
vance. Tr ai nees should be asked to conplete it and hand it in at

t he begi nning of the training progranme.

Preparing Yourself

Sone trainers may feel that material of this sort neans that they
need only spend a few m nutes preparing for each session. This is

not the case.

You should go through the foll owi ng steps before conducting any

course which is based wholly or in part on this nateri al

1. Read it carefully; be sure you understand the content, and

that you can envisage what is intended to happen in the class-

room

2. Work through all the cal cul ations; be sure that you understand
them conpletely and try to predict the errors that trainees are
likely to make, and the different answers which nmay not be

wrong, but which will be worth follow ng up

3 Work through the case studies yourself, and try to predict al
t he possi bl e anal yses and answers which trai nees nay cone up

W th.

4, Look up and wite down on the material itself, as many | ocal

exanpl es as you can to illustrate the points that are raised.

5. Plan the whol e session very carefully; try to predict approxi-
mat el y how many ni nutes each section of the session is likely
to take, and nake the appropriate nodifications to fit into the

time that you have avail abl e. Do not take the suggested tine

at the beginning of the session too seriously.
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Conducting the Progranme

Whil e using the material, you should try to observe the foll ow ng

gui del i nes:

1. Arrange the seating so that every trainee can see the faces of
as many as possible of the others; do nat put themin rows so

that the only face they can see is your own.

2. Be sure that the session is clearly structured in the
trai nees' m nds; outline the structure at the begi nning, fol-
low it or say that you are diverging fromit, and summari ze

what has happened at the end.

3. Bear all the learning points in mnd, and do not forget the

job-oriented objectives of the session.

4. Be flexible, do not follow the material slavishly and be pre-
pared to change the approach, dependi ng on what trai nees,

t henmsel ves, suggest.

5. Avoi d, whenever possible, telling the trainees anything; in a
successful session all the points will have been elicited from

them by skillful questioning.

6. If you fail to elicit a particular answer fromthe trainees,
it is your fault not theirs. Persi st, by asking the sane
question in different ways, by hinting and so on, and only

make the point yourself if all else has fail ed.

7. Use sil ence as a weapon; if nobody answers a question, be
prepared to wait for 20 or 30 seconds in order to enbarrass

sonmebody into nmaking an attenpt.

8. Avoi d tal ki ng yoursel f. Trai nees' di scussion and suggesti ons
shoul d occupy around three quarters of the total tine; ask,
listen and gui de rather than tal k. (The nore you yourself

talk, the nore you are revealing your own insecurity and
i gnorance of the subject, in that you are not willing to risk

questions or comrents with whi ch you cannot deal .)

9. Never ridicule a trainee's answer or suggestion; there is
bound to be sone nerit in it somewhere, and the very fact that

he or she has put forward a suggestion is comrendabl e.
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10. If you cannot answer a trainee's question, or conment on a
suggestion, (or even if you can) ask another trainee to

answer or nmake a conment. You are the facilitator, not the

source of know edge.

11 Wite trai nees' own words on the chal kboard whenever poss-
i ble,; do not follow the words in the material, even if they

are nore precise.

12. Be prepared to act as "Devil's Advocate" by supporting the
opposite view to that held by the majority of participants,

there are usually no right or wong answers to nmanagenent

questions, and trainees nust see and understand both sides of

every issue

13. If trai nees appear to be following a quite different track
fromthat suggested in the material, do not disniss this out

of hand; it may be as useful or nore so.

14. Call on the silent and, if necessary, silence those who talk

t oo much.

15. Be sure that everybody understands what is going on; do not

al l ow the di scussion to be taken over by the few who under-

st and.

16. Be dynamic, lively and active. Myve around, wal k up and down
the classroom and generally keep everyone alert by your

physical activity.

After the Course

Not e down each trainee' s action conmtnent. Be sure to contact
every trainee, in person or at least by letter, about six nonths
after the end of the course to find out how they have nanaged to
apply what they have | earned, and how well they are inplenenting
their action conmtments. If they failed, it is not they who were
at fault, but the course. Either the training was ineffective,
the trainees were poorly selected or you failed to recogni se prob-

|l ens which m ght prevent them from applyi ng what they | earned.
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1 THE FUNCTIONS COF A
CO- OPERATI VE FARM
SUPPLY SERVI CE

2 PRODUCT SELECTI ON

3 SUPPLI ER CHO CE

4 ECONOM C ORDER QUANTI TI ES

5 ORDERI NG AND RECEI VI NG GOODS

6 WAREHOUSE DESI GN AND STORAGE

7 STOCK CONTROL AND STOCK- TAKI NG
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SESSI ONS

Pre-course questionnaire

1.
1.

1
2

| nt roduction

Far m suppl y:
poi nt of view

The farners'

Farm suppl y: The suppliers

poi nt of view

How to find out what farners
need froma co-operative farm
supply service

Identifying and filling gaps
What to stock

Whi ch supplier?
Is it wong?

Negoti ati on

H gh stocks or | ow?

What does it cost to have
goods in stock?

How nmany to order?

Recei vi ng goods - the infor-

mat i on needs

Checki ng goods recei ved

The use of order
syst ens

and delivery

St or age needs
Store | ayout exercise

Store | ayout

The need for stock records

The need for
t aki ng

physi cal st ock-

St ock-t aki ng procedures

cont. overl eaf
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Name: ottt eeteeesosenosssnsesssssossssansssses

SOCLEEY i enenneneesesnsscsnesensnsnsasasans

oY o T o T = -JR

Brief description of your responsibilities:

e e s 0 0 v e 0 0

R A R

D R A

CE R S A S S

D I R I L BN I

D I I I R N R

s e e s s s 000200000

DRI

e s 0 00

What parts of your job do you enjoy the wost?

D A I I ATy

What parts

L I I I I S I I I L T A ey

L I R R R T I A I A B R R Y

L I R R I N I I O O I N R N A I R A IR

.

of your job do you find the wost difficult?

© 6 0 4 5 5 8 0000000000000 e e

D I I I I N I I L

D I I I I I R A R R I A

Please cowmplete the following sentence:

e 00 00

.

R I A N R R R N S Y S N S I WS

D R R R R I BN BT AP B B SN}

D I I R R R A R A A S Y Y

As a result of attending the course on Farm Supply Management I hope

that I shall be able to.. ettt veensnnnnanns

® 5 9 2 9 2 5 0 8 5 0 e s B LB S B E S LS E G LS LeEEOGLELIOSIOEOCEOLIOCEILIOE s

L I R T I R I I I BN A A Y )

I R A R N R N A S A A A A A



topic

the functions
of a co-operative
farm supply service

o h

Pre-course Questionnaire

Session 1.1 Introduction

oession 1.2 Farm Supply:
The Farmers’Point of View

oession 1.5 Farm Supply:
The Suppliers’Point of View

\- )




3)

Sheet 1
SESSION 1.1
L NTRODUCT] ON
hjective: To denonstrate the inportance of effective co-operative
farm supply service, and to identify sources of exper-
tise within the group.
Tine: 1 - 2 hours.
Mat er i al Conpl et ed pre-course questionnaire, tinetable and I|i st
of trainees.
Session Qiide:
1) If a pronminent visitor is to open the course he or she should, if

possi bl e, be asked to stress the national inportance of effective
farm supply services, and to point out that individuals such as
trai nees can, on their own, bring trenmendous benefit to | arge num
bers of farners. They should stress that governnent pronouncements
and policies can only be useful if they are inplenmented by society

managenment in the field.

Ensure that all administrative questions are dealt with; matters
of accommpbdati on, expenses, transport, roonms for private study or
simlar problens should all be settled now, so that trai nees are

not distracted fromthe pur pose of the course.

Point out that a training course such as this one is an investnent;
attenpt to estimate its total cost, including trainees' salaries
while in training. If this sum of npbney were avail able to them
ask trainees to suggest how they nmight use it to i nprove their own
farm supply service. They may nention purchase of a vehicle,
hiring nore staff, holding nore stocks, offering | ower prices or
sone other benefit to menbers. Point out that unless the val ue of
the benefit to nenbers fromthis trai ning course exceeds the cost

of the course, the noney woul d have been better spent as suggested.

Trai nees should therefore continually relate what they are | earning

to their own jobs; if what they are | earning seens irrelevant, or



if they do not understand how to use it, they mist say so, and the

course will be changed accordingly.

Briefly go through the tinetable, stressing that trainees will be
required to contribute and not nmerely to listen; people [earn not
by sitting and listening, but by participating and doi ng things
t hensel ves. Everyone will be expected to play his or her part in
this way. The | earning nethods may be unfaniliar to some trainees;
if they follow instructions and use their initiative and inagin-
ation, they will enjoy the course, possibly nore than others they
have attended, and will learn nore that they will be able to apply

on their return hone.

Ask each trainee to sunmarize his prior training and experience,

and to state what he hopes to be able to do as a result of attend-
ing this course. Refer to the pre-course questionnaire if necess

ary. Stress that even if sone trainees only have little know edge
or experience of farmsupply the group as a whole is an extrenely
power ful source of expertise and know edge. ldentify any parti cu-
| ar gaps and ensure that the respective subjects are stressed in

the tinetable.

warn trainees that every individual will be expected to produce and
conmit himself to an action plan at the end of the course. This

will include:
- A statenent of a problemin his society.

- A brief description of a specific plan of action designed to

sol ve the problem

- | deas for how the solution will be "sold" to superior and sub-

ordinate staff, and to the committee and nenbers if necessary.

- A specific description of exactly what the trainee hopes to
have achi eved by a certain specified date, within six nonths

fromthe end of the course

Trai nees' success in inplenmenting their plans will be assessed at
the tinme indicated in their plans. The course will be eval uated

according to their success.
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SESSION 1.2
EARM SUPPLY:  THE FARMERS' PQINT COF VI EW
hjectjive To enable trainees to identify the basic needs of
farmers which are, or are not, satisfied by a farm sup-
ply service.
Tine 1 - 2 hours.
Material : Mcro cases Ato G
Session Quide:
1) Distribute the mcro cases and ask trainees to identify the fail -

2)

3)

4)

ings of the farm supply systemin each case.

Al low trainees up to 30 nminutes for this; di scuss their con-

clusions, and elicit a list covering the follow ng points:

Case A - The correct product was not available at all.

Case B - No credit was avail abl e.

Case C - The product was only avail able at a great distance.

Case D - The product was available at the wong tine.

Case F - The product was in the wong package size.

Case FE - There was no effective informati on on how to use the
product .

Case G - The product was too expensive.

Ask trainees, in groups, to describe an ideal farm supply system
fromthe farners' point of view, for a particular product which is
widely used in their area. This may be fertiliser, seeds, insecti-

cide or any other simlar item

After allowing up to 30 minutes for this, ask each syndicate to
list its descriptions. Details will differ, but the descriptions

shoul d i nclude the foll ow ng points:
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the product should be exactly right for the | and, farm nethods

and ability of each individual farnmer;

- t he product should al ways be avail abl e;

- t he product should be available to the farner at a conveni ent

|l ocation which he will visit in any case. If necessary, it

shoul d be delivered to his farm

- the farnmer should only have to pay for the product when the

crop for which the product has been used, has been harvested,

sold and paid for;

t he product should be provided in packages whi ch are conveni ent

for all farners

the farmer should be given conplete informati on on how to use
the product, in a form which he can understand and apply w th-

out difficulty;

- the price should be as | ow as possible, i.e. very little higher
than the whol esale price paid to the nanufacturer by the co-op-

erative supply organisation

Ask trainees to give exanples of cases when the farm supply service

provided by their society fails to satisfy these specifications.

(Do nat at this stage discuss the possibly valid reasons for this.)
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Earm Supply Mcrao Cases
Case A
The hill farners of region A were keener than anybody to use the new
hybrid nai ze; their hol dings were stony and dry and they desperately

needed the extra i ncone which was proni sed. The results, however, were
di sappoi nti ng. The seeds which were avail able were right for nost
farmers in the district where there was nore water, but the yield in
the dry upland soil was even less than that fromtraditional varieties,

in spite of the extra cost of inputs.

Case B

Farmer B was inpressed by all that he had seen and heard about the ad-
vant ages of using fertiliser. There was no doubt that it would nore
than double his yield and he was sure that he would be able to earn
enough extra noney to pay for the fertiliser and to have over $100 ex-
tra for hinself. He did not buy the fertiliser however; planting tinme
coincided with "the hungry season" when he barely had enough noney to
feed his famly; he could not afford to buy fertiliser at that tine of
the year, however nuch extra crop it night provide himw th sone six

nmonths | ater.

Case C

Farmer C | ooked at his dead cow and wi shed he had taken the veterinary
of ficer's advice; on the other hand, he was not sure how he could have
been expected to do so. The veterinary officer had said that anyone
who had the new hybrid cows should spray themtwi ce a week to avoid
tick fever. Sprayers, and the necessary chenical, could only be found
in the capital city, a full day's journey away by bus. Farner C had
tried to find tinme for the trip, but the disease struck first, and he

| ost his cow.



Case D

The farmers in D were very di sappointed - their new crop had to be sown
imedi ately after the rains or the seeds woul d never germ nate. They
tried to buy seeds as soon as the rains started, but they were told
that supplies would arrive "shortly". They prepared the ground, and
conti nued to ask for seeds, but the rains stopped and the soil dried
out, and still the seeds had not arrived. Eventual |y they were de-
livered, but by that tinme it was too |late - the few farners who did

plant | ost their seeds, and everyone went hungry the foll owi ng season.

Case E

"Why do rich people al ways have the | uck?" The poor farnmers of E knew
that they should have sprayed their crops, but the spray could only be
bought in 200 litre druns. Their farnms were scattered and not very
| arge, and only the biggest farmers could possibly use 200 litres in a
season. The people with small hol di ngs had no way of buying the chem -
cal, and they watched their crops wither from di sease while the richer

farners did even better than before.

Case E

Each seed needed about a tabl espoonful of fertiliser, placed in a sep-
arate hole close to the seed when it was planted. The mnistry of-
ficial told some farners about this, and told themto pass the nessage
on. The fertiliser bags had the instructions printed on themin
Engl i sh. Most farners either put fertiliser in the sane hole as the
seed, or scattered it on the surface of the ground after planting. In
both cases it was wasted, and the farners refused to waste their nobney

on new things of this sort ever again.
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Case G

It was obvious that fertiliser would increase yields dramatically, and
everyone knew how to use it. Farners in the region could buy farm sup-
plies on credit and many of them bought fertiliser. One or two of the
better educated farnmers were nore cauti ous; t hey cal cul at ed how nuch

extra noney they would get fromthe extra yield, and conpared that with

the actual price charged for fertiliser. They did not rely on the fig-
ures used by the mnistry official. When the harvest was sold, the
farnmers who had bought fertiliser were very disappointed - it had cost

so much that they were all worse off than if they had never used ferti-

liser at all.

Assi gnment

Identify the failings of the farm supply systemin each case.
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SESSION 1.3
EARM SUPPLY: THE SUPPI I FRS PO NT OF VI EFW
Ohjective: To enable trainees to identify and esti mate "marketi ng"
costs and to describe the cost inplications of a supply
service which fully satisfies the nenbers' needs.
Tine: 2 - 2 1/ 2 hours.
Materjal : Tape di al ogue.
. id
1) Rem nd trai nees how the previous session nade them |l ook at a supply

service through the eyes of the farnmer, i.e. what "services" a sup-
ply service should render to be jdeal for the farners. Tel |
trainees that in this session they will now be exam ning farm sup-

ply fromthe point of view of the supplier, which is the co-operat-
ive in our case. Tell themthat the follow ng dialogue will help

themto do so.

Pl ay, read out or enact the dial ogue. Pause at each "Bl eep" and
ask trainees to wite down the service which is being provided, and

t he acconpanyi ng cost invol ved

If necessary repeat the dial ogue, and then ask trainees to read out
their notes for each section of it. The words used will differ,

but the basic content should be as foll ows:

Bleep Service Cost
1 W de stock variety Adm ni strati ve and st ocki ng
costs.
2 Generous credit I nterest costs and risk of
bad debts.
3 Conveni ent | ocations Transport and storage buil d-
and i ndi vi dual deli - i ng costs.
very
4 Al itens avail able St ocki ng and fi nance costs,

at all tines and risk of deterioration.
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4)

Service

W de range of package

Cost.

Storage and administrative

si zes costs.
Ful | personal infor- St af f training and wage
mat i on about all pro- costs.
ducts
7 Lowest prices Snmal |l surplus to cover sup-

ply service costs.

In other words, it costs noney to supply the farner:

- with the right input

- at the right tine
in the right place

- in the right package

- and with the right information.

Ask trainees to what extent they think these " nBrketing" costs of
an i nput conpare to the production costs of the same input. Take
the exanple of fertiliser for instance, and ask trainees (in
groups) to list and then attenpt to cost the stages through which
fertiliser nust pass before reaching the place and conditions in

which it is normally sold to the farner.

A possible list could be as foll ows:

Eertiliser (per bag) Dollars
Physi cal cost of product 10. 00
Cost of bag and baggi ng 0.30
Cost of storage at factory 0.20
Manuf acturer's cost of inform ng custoners 0.30
Delivery to whol esal er 0.15
Manuf acturer's profit 0.50
TIotal cost to wholesaler 11. 45
Whol esal er' s stocking costs 0.20
Al | owance for cost of credit and risk of bad debts 0.20
Cost of delivery to retailer 0.15
Cost of obtaining orders fromretailer 0.20
Whol esal er's profit 0.20

Jotal cost to retailer

12.70
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Dollars
Cost of suitable prenises 0.30
Labour costs 0. 50
Al | owance for | osses and retailer's profit 0.50
Total cost to the farnmer 14. 00

Sunmmari ze the main marketing functions, regardl ess of who perforns

t hem

Manuf act ure of physical product 10. 00
Packagi ng 0. 30
St or age 0.70
Credit 0. 20
Transport 0. 30
Information and service (including retail staff) 1.00
Profit 1.50
TOTAL 14. 00

Stress that manufacturing al one does not produce a product in the

conpl ete sense of satisfying farners' needs.

Ask trainees, in groups, to describe for a particular product, such
as fertiliser or insecticide, an ideal supply service fromthe sup-
pliers' point of view, i.e. a supply service which is cheap and

sinple to operate.

After sone 30 m nutes, ask each syndicate to read out their de-
scri ptions; details will differ, but the descriptions should in-

clude the foll ow ng:
- there should be only one variety of the product;

- t he product should only be avail abl e when nbost farners are

going to need it, and it should not be stocked at other tines;

- the product should be stocked in bulk, and farnmers shoul d

arrange their own transport;
- t he product should be sold for cash;
the product should be avail able in one package size only;

the product should have clear instructions printed on the
package, but nenbers shoul d not expect supply staff to provide

training in howto use it;
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11)

12)

- a generous gross margi n should be added to the whol esal e price
of the product to allow for unexpected costs, to cover operat-

i ng expenses and to redistribute to nenbers later if possible.

This list and the simlar |list produced in the previous session
(poi nt 4) shoul d now be conpar ed. If possible, the two lists
shoul d be di spl ayed on a chal kboard/ OHP so that the contrast,

poi nt by point, can innmedi ately be seen

For each aspect of supply service, draw a line as foll ows:

Extreme economy Perfect service
and simplicity to each member

Ask trainees to "place" the service provided by their society, for

each aspect, along this line.

Stress that econony and sinplicity of operation is in the interest
of menbers, as is a perfect |evel of individual service. A so-
ciety which | oses nobney by providing "too good" a service wl|
soon have to cease operations, and nenbers will | ose the service

and their investnent.

The nanagenent of a co-operative farm supply society nust do two

t hi ngs.

- Decide on the "gptimim'" |evel of service for each aspect and
product, by bal anci ng nenber needs for service with the need

for econony.

- Even nore inportant, they nmust mmanage the supply service effec-
tively, whatever |level of service is selected, so that its cost

of operation is kept to a mni mum

Show by reference to the tinetable that the renai nder of the

training course is intended to help themto do these two things.
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Tape Di al ogue

The auditor fromthe registrar's departnment is anxi ous
to help the Bondo Farners' Society; he net the secre-

tary shortly after the accounts had been conpl et ed.

This is very serious; your farm supply departnent is
|l osi ng noney so fast that the society will be bankrupt

i n anot her season.

| know that's what the figures say, but | thought you'd
found I had worked it out wong; our menbers never stop
congratul ating the conmittee about the service they get,

and we are held up as exanple for the whol e region.

Let's try to see where the nbney is going; first of
all, do you really need to spend so nuch noney on the

office? What are all these peopl e doi ng?

Wl |, we buy hundreds of different things fromtens of
suppliers, and every order has to be dealt with prop-
erly. Qur farners don't all need the sane things, you
know, so we try to satisfy everyone by buying as wi de a

range as we can.

BLEEP 1

Your interest charges seemto go up all the tinme. Wy

do you need to borrow so nmuch noney?

Qur nenbers are poor - they can't afford to pay for
t hi ngs when they get them so we let themwait until
harvest tine. Someti mes they are unlucky, so we have to
wai t anot her season or so. It is expensive, but we are

gi vi ng our nenbers what they need.

BLEEP 2

| see, but | ook here - do you really need to have yet

anot her vehicle? Wat is it used for?



Secretary:

Audi t or:

Secretary:

Audi t or:

Secretary:

Audi t or:

Secretary:

That's easy to explain; hardly any of our nenbers have
their own transport, and the buses won't take nuch bag-
gage and they're unreliable. We deliver nost of the
bul ky supplies direct to the farm and the committee
agreed that we should charge the sanme flat rate, w thout
penal i si ng t hose nenbers who happen to live farther

avay

BLEEP 3

You tal k about delivering things to farners, but the
anount you have in the warehouse never seens to go down;
can't you keep your stock levels lower? This would re-

duce interest charges and ot her costs.

The cli mate around here is very erratic, and every
farmer has his own i deas on when he should sow, spray
and so on. | want every nenber to be able to get what
he wants, and when he wants it, and this neans high

st ocks.

BLEEP 4

VWhat are all these "m scell aneous material s"?

Ch, that is for sonme new shelving units we put up in the

war ehouse

VWhat for?

Sone of our nenbers have bigger farns, or nore aninals,
than others, and they need different anounts of chem -
cals and so on. | find that we have to have severa
si zes of npbst things, ranging fromsmall packages to
| arge druns. Thi s needs nore space and nore shel vi ng,
and ny warehouse staff say that nenbers still ask for
package sizes we haven't got, so | expect we'll need

even nore.
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BLEEP 5

I should think your staff are trying to justify their
exi st ence. Wiy do you need so nmany people in the ware-
house? You seemto paying nore than the m ni mum wage

t oo.

Del i berately, because our nenbers expect, and get, nore
t han average servi ce because | want everyone in our
war ehouse to be able to explain exactly how to use every
itemwe stock, and to be able to answer menbers' ques-
tions for them Some farmers spend half a day or nore
in the warehouse and only spend $5 or so; | know this
is tine well spent though, and |I sonetines think our
war ehouse is the best agricultural college in the re-

gi on.

BLEEP 6

It seenms to cost about as nmuch as a university. Look at
the top line though - your gross margin on farm supplies
is barely higher than | ast year's, in spite of all the

extra volune of sal es you nade.

This society was set up to replace the private traders
who used to rob our people through high selling prices,
| ow buyi ng prices and other forms of extortion. Cur
conmttee, and any of our nenbers for that nmatter, are
free to inquire what the society itself pays for sup-
plies. They can renenber the bad old days, and they
make sure we add only a very small margin. | think they
are right too, our job is to supply themw th what they

want at the | owest possible price.

BLEEP 7
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SESSION 2 1
HONVTO FI ND QUT WHAT FARNVERS NFFD

EROM A CO- OPFRATI VE EFARM SUPPI Y SFRVI CE
hjective: To enable trai nees to select and apply appropriate

met hods for finding out about the needs of nmenbers.
Tine: 2 - 3 hours
Material : Case study.
Session Quide:
1) Tell trainees that this section will enable themto detern ne which

3)

4)

products should be distributed by a co-operative supply service.

This will be done in three steps:

Session 2.1 will teach themto select and apply appropriate

nethods for finding out about the needs of nenbers.

Session 2.2 will give themthe opportunity to jnterpret the re-
sults of applying such nethods, i.e. it will allow
themto actually determ ne which products nenbers

need from a co-operative supply service.

Session 2.3 will enable themto select froma list of products
needed by nenbers, those products which the co-op-
erative supply service could distribute nbst econ-

om cally.

Modi fy the case study so that it describes the type of nmenbership

needs which trainees are likely to have to satisfy.

Di vide the group into syndicates of four to five nmenbers and dis-
tribute the case study; allow up to 40 mnutes for their initia

anal ysi s.

Ask syndicate representatives to list the sources of information

t hey have identified, and the advant ages and di sadvant ages of
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each. Their answers w ||

clearly depend on their experience and

the situation in their own area, but a possible set of answers is
as follows:
Source of 1inforwation Advantages Disadvantages

General wmeeting of
members

- All members have an

opportunity to wake
suggestions.

Any cowmplaints
about 1itews finally
selected can be
forestalled.

Large nuwbers of
wmewmbers can be con-
tacted at one time.

Attendance may be
very low.

Attendance way not
be representative
of all mewbers.

Meetings are infre-
quent.

Meetings may not be
long enough.

A few wewmbers way
dominate the meet-
ing.

The committee

Accessible to the
secretary.

Elected by members
to convey their
views to the sec-
retary.

Familiar with the
area.

Better informed
than the average
mewber.

The cowmmittee way
not be genulnely
representative of
the weuwbership.

Committee members
may seek to satisfy
their own personal
interests.

A survey of meuwbers

Genuinely represen-
tative of all mewm-—
bers.

Totally objective.

Demonstrates con-
cern to find out
what members really
need.

Time consuming and
expensive.

Results way be 1in-
conclusive since
debate 1s not poss-—
ible.

Members way not yet
know about desir-
able inputs which
they should be
using.

Ministry of
Agriculture

Aware of the latest
desirable farm in-
puts.

May be remote from
the realities of
the farm area.
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Advantages

Disadvantages

- Have access to
national farm re-
search data.

- Exteansion staff
should be in close
contact with local
farmers.

May be difficult to
contact or unwili-
1ng to co-operate.

May have an ideal
rather than a re-
alistic 1dea of
what should be pro-
vided.

May overemphasise
particular "pet"
systems.

Neighbouring so-
cleties already sup-—
plying inputs

- Actual experience
of co-operative
farm supply.

~ Should be unbiased
in theilr sugges-—
tions.

-~ Likely to be easy
to contact and
willing to co-oper-
ate.

Their region way be
different.

Their own system
may not be effec-
tive and wmay not
satisfy farwers.

They way be jealous
of their success or
wish to extend
their own wmewmber-
ship area.

A survey of private
traders' stocks (with
or without their
knowledge) .

= In touch with
farmers' needs.

- A wide spread 1in
the region.

- Actually supplying
goods to farwers at
the woment.

May resist 1inspec-
tion.

May provide an in-
efficient service
at the woment.

May distort infor-
mation provided.

Manufacturers of farm
1nputs

- Familiar with their
own products.

- Willing to help a

potential customer.

- Must be contacted

for negations 1in
any case.

Biased in their own
interest.

All products may
not have local re-

presentatives.

mation fromthose

Conpare and di scuss syndi cates' lists:

trai nees recogni se that

ar ea.

listed above wll

mat i on about rural farm needs or anything el se.

how ot her

be nenti oned.

sources of infor-

is inmportant that

there is no single reliable source of infor-
Attenpt to agree on a

common list of information sources if all trainees are froma simlar
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5)

6)

7)

Ask syndi cates to reconvene and to plan a programe to be under-
taken by the secretary. They should list the sequence of activi-
ti es recomended, including access to some of the above sources of
informati on and others as they think fit, and should identify an

object or task to be undertaken at each stage.

Allow trainees up to 30 nminutes for this; reconvene the group and
ask syndicate representatives to describe their plans. Conpar e
their various solutions and di scuss the nerits and denerits of

each. A possible plan m ght be as foll ows:

a) Ie the committee that the secretary is undertaking an inquiry
into the farm supply needs of nenbership, and that the final
reconmendations will be put before themin due course. Do not

ask for suggestions at this stage.

b) btain fromthe Mnistry of Agriculture a list of requirenents
and anounts of input needed for a "typical" farnmer in the so-

ciety's nmenbership area

c) Survey a random sanpl e of say 30 nenmbers, to obtain data on (1)

what inputs they buy, (ii) what they need but cannot buy, and

(iii) what problens they experience.

d Conmpare. "b)" with "c)" and produce a list which includes (1)
current requirenents and (ii) newitens likely to be required

in the future.

e) Make a brief survey of a nunber of private shops to determine

(i) availability of trade, (ii) prices and (iii) terms.

f) If resources are scarce, elinmnate itens in |lists produced at

"d)" which appear adequately served by private traders.

) Di scuss the final list with other societies to conpare findings

and identify appropriate suppliers.
h) Di scuss terns and prices with suppliers.

i) Present conpl eted range and buying plan to committee for ap-

proval .
The final plan will clearly depend on syndi cates' opinions and in-
stitutions and possibilities famliar to them Poi nt out that the
gathering of information, |ike any other task, nust be planned, and

that a well-organi sed, snpboth running, econom cal farm supply ser -
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10)
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vice which fails to supply farmers with what they need is of little

val ue.

Ask if any trai nees have actually attenpted to survey nenbers'’
needs in a systematic way, in order to neasure the denand for a
pr oposed new servi ce: "mar ket research" is often suggested as the
best way of obtaining such information, but the narketing text book
approaches are not easily applied by snmall scale rural agricultura

mar keti ng co-operati ves.

The results froma sanple of about 30 nenbers will give a reason-
ably accurate indication of the views of a whol e society, provided
that the 30 menmbers are selected at random Assunme that a co-oper

ative society has 300 menmbers; the secretary wants to find out how
much fertiliser these 300 nenbers are likely to buy fromthe newy
est abl i shed co-operative farm supply service. He has the choice to

make the survey anong:
- the next 30 nenbers to visit the society's office;
30 farnmers living nearest to the town or village centre;

- 30 farners known to be enthusi astic and progressive users of

new i deas.

Assume that results fromany one of the three surveys reveal that
the total projected fertiliser denmand fromthe 30 farnmers surveyed
is 60 tons. The secretary therefore estimates the denmand for the

whol e society to be 600 tons. Ask trainees if they agree.

This would very likely be incorrect because the sanple of 30 was

not representative, or typical of nmenbers. Di scuss net hods of

choosi ng sanpl es, such as picking out nanes at random from a nmem

bership list.

Ask trainees to assune that the secretary of the Ut opian Farners'
Soci ety has decided to attenpt to find out how nmuch fertiliser to
order for the com ng season, by surveying a sanple of 30 nenbers

sel ected at random
What woul d be the val ue of responses to questions such as:

- "If the Uopian Farmers' Society started to supply fertiliser

next year, would you buy it?"
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11)

12)

Menmbers woul d probably exaggerate their estimtes because (i)
there is no commtnent involved and (ii) if somebody asks such a
question he is probably testing out his own ideas, and nobody

wants to disappoint himwith a 'no' or a negative answer.

Ask trai nees to conpare the above question with the foll ow ng

questions, which should be witten on the chal kboard or OHP

N o ittt ensoososssssnsassssonssnssassonsssnasnsnsssssosnsssssssnss
Hectares farmed i . i oo sosseesacossonssssasosessessonsonssonssasnas
How much fertiliser did you use last season?......ovveeereneennns .
What prevented you from using more of 1t?......veviuiiniennennnsn
If used, where did you buy 1t?...i.i .ttt erereneronerroncansasonns

If fertiliser was available from the Utopian Farmers' Society at

$X, how much would you buy next season?......iieeeesvenonssacssnes

Elicit the follow ng differences/inprovenents:

the nmenber is not aware of the purpose of the inquiry unti
the | ast question, so the answers are not likely to be biased

by the desire to pl ease;

- the information is linked to sone factual and verifiable data

(hectares farned) and to past facts (fertiliser used); this

is a guard agai nst absurd informati on;

- there are no | eadi ng questi ons such as m ght suggest to the

farmer that he should answer in a certain way;

"indirect" information is included which can be used to verify
data (the existing supplier); the existing supplier will also
give a lead to the type of service needed if the society can

find out the ternms on which the existing supply operates.

Ask trainees to inagine that the questionnaire was distributed to
30 nmenbers selected at random Wite the sumary of their answers

to the questionnaire as follows (on the chal kboard or COHP)
Name:

Hect ares far ned: average 5 (the sane as the average for the whole

soci ety)
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How much fertiliser did you use | ast season?
- 12 nenbers: none
- 18 nenbers: average 25 bags each (recommended usage 10 bags
per hectare)
What prevented you fromusing onre of it?
- Non- users: 10 do not believe in it
2 have never heard of it
- Users: 6 already using reconmmended quantity (verified)
6 fertiliser is too expensive
6 need credit
If used, where did you buy it?
Al'l users purchased fertiliser fromprivate traders.
If fertiliser was avail able fromthe U opian Farners' Society at

$X, how much woul d you buy next season?

- 10 present non-users: average 15 bags each
- 2 present non-users: none
- 9 users none

- 9 users average 25 bags each

Allow trainees up to 15 minutes each to esti mate how nuch ferti -
liser the society should order, assuning that the secretary nust

order imedi ately the full quantity needed for next season.

13) Ask trainees for their suggestions. Elicit foll ow ng concl usions
and stress throughout that such data, which are difficult to ob-
tain, are not a substitute for judgement and do not elimnate risk
- they help the decision nmaker, but they do not nake the decision

process easi er.

- It is unlikely that non-users will be converted by the stock-
ing of the U opian Farners' Society al one; potential buyers
will therefore equal 18

- Effective marketing may convert 1/3 or 3 of the 9 users who

state that they will buy fromthe U opian Farnmers' Society.

- A proportion of users who say they will buy fromthe Ut opian

Farmers' Society will probably not do so; assune 1/3 or 3
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14)

- I f the Utopian Farnmers' Society offers credit and | ower
prices, present average usage of 25 bags per farner may be ex-

pected to increase - assume that it rises by 50%

Therefore, the results fromthe sanple of 30 farners are as fol -

| ows:
- 12 non-users;
- 6 will buy elsewhere, or so they say;

- 3 will buy fromthe Wopian Farners' Soci ety because of ef-

fective marketing;
- 6 will buy fromthe Utopian Farners' Society;

- 3 will not buy fromthe U opian Farners' Society in spite of

what they say.

Aver age usage 25 bags + 50% equal s 37 bags.

Total usage by sanple group equals 333 bags (9 x 37).
Sanpl e group equals 1/10th of the total nenbership.
Total society usage = 3, 330 bags.

Poi nt out that the informati on suggested the inportance of credit
and price, and that decisions on these points will clearly affect
the final consunption. Stress again that there is no "correct"
answer, but the estimate is a nore i nforned one than woul d be

possi bl e without the infornation obtained froma survey sanple.
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How to Find Qut What Qur Farners Need

The secretary of the Utopian Farners' Co-operative Society was pl eased
that the conmttee and the Co-operative Departnent accepted his sugges-
tion that the society should extend its activities. Menmber s have ben-
efited substantially fromfour years of successful crop narketing, and
they now need the society to set up a farm supply service to provide

themwith the farminputs they need.

The committee was ent husiastic, and asked the secretary to report back
in due course with his plans. He realised that his first problem was

to find out what the nenbers needed. Funds for the new venture could

be borrowed fromthe Co-operative Bank, but only if the society could
show t hat the operati on would be self supporting, and the secretary
knew t hat the experience of other societies' farm supply services had
been m xed; sone had been of great value to nenbers and had provided a
useful surplus for refund and reserves, while others had drai ned away

the resources of their societies until they had had to close

The M nistry of Agriculture, whose extension staff cover the area
fairly conprehensively, was keen that farners' societies should take on
the supply of farminputs. Al though there were | arge nunbers of pri-
vate traders in the Uopian Society's area, many farners believed that
their prices were too high and the shops often ran out of vital sup-

plies at the very tinme when they were npbst needed.

A nunber of sal esnen from conpani es which distributed farmi nputs had
called on the secretary of the U opian Society, because they thought
that the society was a potential custoner. Their argunents had im
pressed the secretary, but he was anxious to be quite sure that the
itens supplied by the society should be those which farnmers nost
needed,; he was prepared to spend sone tinme and effort at this stage,

rather than to nmake hasty deci sions which could not be reversed | ater.

Assignoent

List all the possible sources of informati on which the secretary ni ght
use to find out what his nenbers need. lIdentify the advantages and

di sadvant ages of each.
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SESSION 2. 2
LDENTI EYI NG AND FIIT1I NG GAPS
hjective: To enabl e trainees to identify inadequacies in existing
supply systens for a range of farminputs, to suggest
alternative supply systens and to identify ways in
whi ch a co-operative farm supply service can, or can-
not, inprove the existing supply.
Tine 1 - 2 hours.
Material Case study.

Session Qiide

1)

Di stribute the case study to syndi cates, which may be the sane
groups as those used in the previous session. Ask themto conplete

the assignnment and allow up to 30 nminutes for this.

Ask syndicates to state the itenms they recomend shoul d be stocked;

opinions will differ but one set of answers night be as foll ows:

Steel sheets: Exi sting service acceptable, not a direct farmin-

put, do not stock.

Cenment As the new Ut opi an Farners' Co-operative Society Supply
Service wilt only distribute a very limted range of inputs, it
woul d be better if it stocks only those itens to which it has good

access itsel f.

Spades and hoes : If the co-operative stocks and distributes, it
will have to add a distributive margin which will increase the
pri ce of spades and hoes presently sold direct by the manufac-
turer. The soci ety should therefore encourage the manufacturer to
continue selling direct to farners, but should al so advise himon

quality.

Eertiliser: The co-operative to supply, if possible on credit, but
prices only to be reduced after ensuring that existing private

traders' margins are not necessary to cover transport, distri-

buti on, storage and ot her costs.



Seed mmize: As fertiliser.

Insecticide: Do not stock until demand generated by M nistry of

Agricul ture extension staff.

Herbicide: Stock and repack in small contai ners by arrangenent
with Mnistry of Agriculture praovided that it is safe to repack on
a small scal e. Providing also that farmers are willing to pay the

necessary higher price. Substantiate this by research

Qunny sacks: Check if traders' nmargins are sufficient to cover a
proper share of distributive cost; if not, do not stock until

manuf acturers increase the margins.

Eencing wire: Do not stock unless alternative high quality and

equal or | ower priced supplies can be found
Nails: As cenent.
Cattle spray: As herbicide

Mlking jelly: Di scuss with the Mnistry of Agriculture the possi-
bility of stock holding to ensure that supplies are avail abl e at

all tines. Increase price if necessary to cover cost of storage.

Layers nash: If chickens are kept by a | arge nunber of nenbers,
stock, but only if margin allows for |l ower prices after covering

its proper share of distributive costs.

Ask trainees to attenpt to define the proper role of a co-operative
farm supply servi ce. Sone nmay refer to the interests of the so-
ciety as a corporate body, as distinct to those of its moenhers.
Stress that the objective of a co-operative farm supply service
should be to satisfy farnmers' needs for inputs, but supplying them
at a price and level of service which is at |east as econom cal and

effective as that already avail abl e.

Ref er back to the products: cenent and gunny sacks.
Ask trai nees when they would consider it right for a co-operative

supply service to stock and distribute:

- products for which the co-operative cannot guarantee a regul ar

supply (cenment, for instance);

- products with an insufficient distributive margin, i.e. the co-
operative will | ose noney on distributing the product (gunny

sacks, for instance).
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Suggesti ons shoul d i ncl ude: a co-operative supply service should

only decide to distribute such products when

the inputs in short supply are essential for the main econom c

activities of farnmer nenbers;

there is an artificially created shortage (e.g. private traders

are hoarding);

the short supply leads to exploitation of nembers by private

traders;

there is no possible substitute for the inputs.
However, the distribution of such inputs can only be undertaken by
a co-operative supply service provided that certain conditions are

adhered to. Ask trai nees which ones.

Answer s shoul d cover:

Products in short supply - co-operative to i nform menbers be-
forehand of 1ikelihood of irregular
suppl y;

- co-operative to involve nenbers in
design of a fair distributive system
whi ch shoul d be accepted by everybody
before distribution starts;

- co-operative to continue to | ook for

addi tional supply sources.

Products at a | oss - co-operative to nmake sure that | osses
on "l oss-1| eader" products are covered
by surplus on distribution of other

products;

co-operative to try to decrease dis-
tribution costs so that existing dis-
tribution margin is sufficient to

cover distribution costs;

co-operative to put pressure on price
regul ati ng authority (manuf act urer
and/ or governnent) to allow for fair

di stribution margin.
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Ask trainees if they can recall any exanpl es of disloyalty when

menbers bought from alternati ve sources. Ask them to expl ai n why
their menbers were "disloyal". Their answers shoul d show t hat they
were in fact "loyal" to their own interests. If these interests

wer e opposed to those of the society, then the society was at fault

and not the nenbers.

Ask trainees why nenbers should prefer to buy supplies fromtheir

co-operative society. Responses may i ncl ude:

- loyalty: This is inportant, but menbers should not be expected
to sacrifice their own interests for the sake of loyalty to the

soci ety. Loyalty should be to the nost effective service.

- Low price )
These qualities explain all farmer
- High quality ) buyi ng deci sions. A co-operative
farm supply shoul d conpete on | evel
- Reliable deliveries ) terms, and capture the market on its

own nerits.

Useful informati oN )
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The secretary of the Utopian Farners' Co-operative Society coll ected
informati on from vari ous sources about the farm supply needs of his
menbers. The Co-operative Bank manager nade it clear that funds for
the new farm supply service would only be available for a very limted
range of stocks, which represented the najor needs of the members. The
secretary was therefore anxious only to recommend itens which he felt
the society could economically and effectively supply, and which woul d

genui nely be needed by the nenbershi p.

After studying all his data, the secretary finally summarised it in the

follow ng form

Item Available in the Where available Problens
region or not

Steel sheets Available Private traders -

Insufficient
Cement Not available - supply from
the factory

Spades Available Local private Quality vari-
manufacturer able

Hoes : Available Local private Quality vari-
wmanufacturer able

Fertiliser Available Private traders High prices

and no credit

Seed waize Available Private traders High prices
and no credit

Insecticide Not available - Iasufficient
dewand
Herbicide Available Ministry of Only available
Agriculture in large drums

Traders claim
insufficient
Gunny sacks Not available - margin permit-—
ted by regula-
tions




Item

Available 1in the
reglion or not

Where available

Problews

Fencing wire

Available

Private traders

High prices
and poor qual-
1ty

Nails

Not available

Insufficient
supply from
factory

Ministry of

Only available

Cattle spray Available Agriculture and in large druwms
private traders

Milking jelly Available Ministry of Erratic supply
Agriculture

Layers Mash Available Private traders High prices

Assi gnment

Prepare a |i st

of

itens you recommend to be stocked.
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SESSION 2.3
WHAT TO STOCK
(hjective: To enable trainees to sel ect appropriate itens to be
stocked in relation to their cost, the gross margin
avail abl e and the stock turnover to be achieved.
Iime: 1 - 2 hours.
Material . Exerci se
Session Giide:
1) Remi nd trainees that this session will enable themto select, from

3)

a list of products needed by nenbers, those products which the co-

operative supply service could distribute nnst economically. How

ever, also renm nd them of the exception to this criterion, as dis-
cussed in the previous session (products in short supply/l oss-

| eader products).

Ask trainees to suggest what infornation they need about an item

bef ore deci di ng whether or not to stock it.

Elicit the foll owi ng headi ngs:
a) A description of the itemitself, its use and so on
b) Its cost.

c) The multiples in which it can be bought and the m ni num quan-

tity
d) The price for which it will be sold.
e) The volune and timng of nenbers' likely demand for it.

f) The likelihood of future shortages.

Di scuss the sources of these itens of information

- The manufacturer or distributor should provide infornmation
about the product, its price and the quantities in which it can

be bought.



4)

5)

6)

The market, or existing suppliers, will often determ ne the

selling price to nenbers.

- Ways of identifying nmenbers' needs, and the ones a co-operative

soci ety should attenpt to satisfy, are discussed in the two pre-
Vi ous sessi ons. Actual quantities are often nore difficult to

det er m ne.

Ask trainees to suggest ways of finding out nenbers' |ikely demand
for a given product. Trainees are likely to refer back to the sur-
vey net hods (random sampling) di scussed in Session 2.1. Ask

trai nees whet her they could suggest other ways in which to find out

menbers' likely demand for a given product.

- The manufacturer may provi de sone gui dance but may tend to over-

state what is required

- Mnistry of Agriculture officers nay be able to say what nenbers

ought to require.

- If possible, and even if it costs nore nmoney, snall quantities
can be stocked and re-ordered as necessary, so that total denmand

can be assessed for the foll owi ng season

Di stri bute the exercise and allow trainees up to one hour to com

plete it.

Ask trainees to give their answers. Elicit fromtheminformation

such as is included in the follow ng table:



Sheet 2
Cost of Moanthly Monthly Ratio Sur- Final
Item Minimum | Turnover Surplus plus to Ranking
Order Investment
Fertiliser $ 1.400 $ 6.000 $ 400 0.28 4
Seed Mailze $ 125 $ 560 $ 60 0.48 2
Insecticide $ 400 $ 110 $ 10 0.02
Herbicide $ 150 $ 350 $ 50 0.33 3
Gunny Bags $ 200 $ 100 $ 20 0.10 5
Wire $ 100 $ 250 $ 50 0.50 1
Nails $ 360 $ 80 $ 8 0.02
Cattle $ 180 $ 100 $ 10 0.05
Spray
Milking $ 100 $ 25 $ 5 0.05
Jelly
Layers $ 900 | $§ 500 $ 50 0.05
Mash
Clearly, the items which produce nost trade or surplus, in re-

lation to the mi nimuminvestnment required are wire, seed nuaize,
her bi cide and fertiliser. The total investnent in these is $1,775

and this uses up the anmpbunt available to the secretary.
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What Should They Buy?
The secretary of the Utopian Farnmers'

Co- operative Society was given a

list of

itens which he should attenpt to stock for resale to nenbers.

He surveyed a random sampl e of nenbers, made sone inquiries with sup-
pliers and the Mnistry of Agriculture and produced sone esti mates of
the likely nonthly demand for each item He al so obtai ned quotati ons

from a nunber

of manuf acturers and distributors, and |listed the npbst

conpetitive quality suppliers, together with their prices, the selling

prices to nenbers which were reconmended by the Mnistry of Co-operat-
ives and the m ni mum quantities which would have to be bought by the

soci ety. He constructed a table containing all this information, as

reproduced bel ow.

Monthly Selling Price Suppliers
Itew Requirement Cost to Members Miniwum Order
Quantity
Fertiliser 20 tons $280 per $300 per ton 5 ton loads
ton
Seed Maize 2,000 kg $0.25 $0.28 per kg 10 x 50 kg
per kg per kg bags
Insecticide 50 litres $§2 per $2.20 per 20 x 10 litre
Iitre litre drums
Herbicide 100 litres $3 per $3.50 per 10 x 5 litre
litre litre cans
Gunny Bags 400 81 for 5 $0.25 per 1,000 bags
bags bag
Wire 10 rolls $20 $25 per roll 5 rolls
per roll
Nails 40 kg $1,80 $2 per kg 200 kg
per kg
Cattle 100 1t $0.90 81 per litre 50 x 4 litre
Spray per lt cans
Milking 10 kg $2 per $2.50 per kg 50 x 1 kg
Jelly kg tins
Layers Mash 1 ton $450 per | $500 per ton 2 tons
ton
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The secretary could see at a glance that he had a problem Menber s
were anxious to buy all the products listed, as soon as they came into
stock, but the society only had a total of $1,800 to spend. The sec-
retary wanted to buy what nenbers needed, but he could not buy every-
t hi ng. The soci ety needed to nake a reasonabl e surplus on what it sold

to finance new purchases and to pay for future distributions to mem

bers. The secretary wondered what he should buy and in what quan-
tities.
Assi gnnent

Advi se the secretary what itens he should buy. Your answer shoul d take
into account the volunme of trade, the anpbunt of surplus and the m ni nrum
anmobunt of noney that has to be invested in each itemfor it to be pur-

chased. You may assune that all itenms are avail abl e on i rmedi ate de-

livery.
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SESSION 3.1
VHI CH SUPPI | FR?
hiective: To enabl e trainees to select the best supplier for each
product to be supplied to their nenbers.
Tine: 1 - 2 hours.
Material : Case study.
E . i de -
1) Ask trainees, in syndicates of six nenbers each, to suggest which

2)

3)

supplier the secretary should choose in the situation described in

t he case study. Al'l ow up to one hour for this.

Bri ng the syndi cates together and ask each to state, w thout expla-
nati on, which supplier should be sel ected. Construct a table on

t he chal kboard to show how each syndi cate ranked the suppliers.

Ask trainees to suggest questions they should ask when sel ecti ng

suppliers. Elicit, or suggest as necessary, a list as foll ows:
- Price.

- Credit terms.

- Product quality.

- Reliability.

- Delivery.

- After sales service.

- Availability of information.

- Packagi ng.

- Continuity of supply.

- Frequency of delivery.
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4)

5)

(Do not spend tinme on discussion as to whether

itemis part of another;

t he words or

nunber of

or not a certain

reasons are of no

interest since the purpose of the exercise is to inprove trainees'

ability to sel ect

Ask trai nees to suggest

suppliers.)

shoul d be rated according to these standards.

along the following lines on the chal kboard

how each of the suppliers in the case study

Draw up a table

Fertiliser Wire Feacing
Supplier | Supplier | Supplier | Supplier | Supplier | Supplier
A B C D E F

Price Neutral Good Bad Neutral Good Bad
Quality Neutral Neutral Neutral Bad Neutral Good
Delivery | Neutral Bad Good Bad Neutral Good
Paywment Good Bad Neutral Neutral Bad Good
Terms
Reliabi- Good Neutral Bad Bad Bad Good
Lity
After
Sales Good Bad Good Neutral Neutral Neutral
Service
Show fromthis that the cheapest supplier is usually the one with

the |l owest | evel of other service; explain that this is to be ex-

pected since delivery, credit, service and so on cost nobney.

Ask trainees to reconsider their decision on the suppliers to be

chosen in the case study; if they have changed their opinions dis-

cuss the reasons. The foll owi ng questi ons should be used to stinu-

| at e di scussi on:

At what point does a | ow price outwei gh the di sadvant ages of

poor service, unreliability, lack of infornmati on and so on?

Is it better to have the npbre expensive product when nembers

need it, or the cheaper one a nonth |late? Wiich is actually

better value for nenbers?
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Can it ever be right to pay a higher price for exactly the sane

physi cal product, because of better services offered by a sup-

plier?

In order to sinplify the exercise, and to concentrate on specific
differences in terns, prices and so on, no co-operative organis-
ati on has been given as an alternative supplier. If time all ows,
and if this is a real issue for trainees, ask themto reconsi der
their selection assuning that the | east preferred supplier in each
case is a co-operative union to which the society owes sone | oy-
alty, but which it is not conpelled to buy from How, if at all

woul d this change affect their decision?
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Whi ch S“pp| jer?

The secretary was nervous; now that the conm ttee had deci ded what
shoul d be bought, he had to choose the right supplier. If anything
went wrong, he would be blanmed, and m ght even be suspected of corrup-
tion and di sni ssed. He realised that if everything went according to
pl an, nobody woul d ever thank him However, if he could build the
Ut opi an Society into a strong vi able organi sation, this should be his
own reward. The society needed to devel op the farm supply busi ness;
cash was short, but nobney was available for fertiliser and wire fenc-
ing, and the i mredi ate problemwas to select a supplier for each of
t hese. In each case there were three possibilities, and the quantity
requi red by the society was not enough to have nore than one supplier.
The secretary had also to select a "reserve" or "second best" supplier
for each item in case unexpected problems occurred with the first sup-
plier. He had coll ected as nmuch i nformati on as he coul d about the

three suppliers and he studi ed them and wondered which to choose.

S

There were three possible suppliers. Al'l supplied the sane basic pro-

duct of the type reconmmended by the Mnistry of Agriculture, and nade

by the sane manuf acturer. However, there were several other differ-
ences:
Supplier A: Is a long established farm supply distributor with

depots throughout the country and a |l arge fleet of ve-
hi cl es. The fertiliser can be delivered to the so
ciety's prem ses for $250 a ton, and Supplier Ais wll-
ing to allow the society 60 days credit before paying.
Supplier A s local representative is anxi ous to devel op
his sales in the society's area, and he can provide
sinple leafl ets and posters. He is also willing to talk
to groups of nenbers about how to use the fertiliser, if

this can be arranged.

Supplier B: Is a new organi sati on which ains to provide farm sup-
plies at the m ni mum cost. Fertiliser can be supplied
for $220 a ton; the custoner nust collect it from Sup
plier B s prenises approximtely 20 kilonetres fromthe
Ut opi an Soci ety, and a banker's cheque must be brought

in paynent before the fertiliser can be rel eased. Thi s
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conpany offers no information or education services. To
avoid the cost of enploying salesnen, its offers are

sent by mail to potential custoners.

Is a recently established firmand its managenent is
very anxious to obtain orders from new custoners such as
t he Ut opi an Soci ety. The company has a fl eet of vans
for servicing farm equi pnent, and these are now bei ng
used for delivering farm supplies direct to farners.
Supplier Cis prepared to deliver fertiliser direct to
menbers as instructed by the society. The deliveries
will be invoiced to the society and 30 days credit is
avai |l abl e. The cost of fertiliser so delivered is $280
per ton. The van drivers are able to give farners brief
advi ce about how to use the fertiliser when they deliver

it.

Fencing wire is needed by nenbers of the Utopian Society in order to

make encl osures for young cattle, chickens or pigs, and to keep nei gh-

bours' stock off young plants. There are three possible suppliers:

Supplier D

Is the first steel wire nmanufacturer in the country.

The wire is made fromsteel which is itself nmanufactured
fromold vehicles and other scrap, and the wire is
dr awn, gal vani sed and woven into fencing at the fac-
tory. Supplier D can offer 20 nmetre rolls at $40 per
roll, payable within seven days of coll ection. They
must be collected fromthe factory and because of in-
itial producti on probl ens and shortage of scrap na-

terial, sonme delays nay be experienced.

Is a large inmporter of wire fencing. The conpany had
i nported | arge stocks because the owners feared that the
gover nnent woul d soon prohibit inports to protect Sup

plier D. Thi s has not yet happened, and to reduce
stocks Supplier Eis offering wire at $35 a 20 netre
roll, delivered to the society's store. A banker's
cheque nust be handed over on delivery, and although

sone of the stock has been in store for over a year it
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is originally of good quality and of simlar dinmensions

to that manufactured by Supplier D.

Supplier F: Operates a wire weaving mll which nakes fencing from
inported wire. The fencing is sold by |ocal whol esal ers
noni nat ed by Supplier F. There are two of these near
the Utopi an Society, and both will deliver fencing at a
few hours notice to the society's preni ses. The price

is $42 per roll, payable within 30 days.

Assi gnnent :

Suggest which supplier the secretary should choose in the situation de-

scribed in the case study.
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SESSION 3. 2
LS 1T WRONG?
hjective: To enabl e trainees to recogni se occasi ons when they nmay
be conprom sed by accepting gifts or other favours from
suppliers, and to be aware of the dangers of beconi ng
i nvol ved in corruption.
Tinme 1 - 2 hours.
Material : Exer ci se

Session Qilide:

3)

4)

5)

Ask trainees to define the term"corruption". Ensure that all ap-

preci ate the difference between corruption and downri ght theft.

Di stribute the exercise, and ask trainees to carry out the instruc-

tions. Allow up to 30 nminutes for this.

VWhen trai nees have finished draw a sinilar diagram on the chal k-
board and ask trai nees to suggest where each action should be
pl aced. I ndi cate the place by marki ng the appropriate nunber on
the line and di scuss nmajor differences of opinion. Attenpt to pro-
duce a group agreenent both on the ranking of the individual itens
and on the |l ocation of the point where such actions becone norally

wWr ong.

Ask trainees, individually, to recall for thenselves the "worst"
thing that they experienced of this sort, and to place it along the

l'ine.

Refer to actual or inagi ned experiences to show that even the
slightest indiscretion can lead to worse problens. Oten those who
are guilty will try to attract others to join them in order to
protect thenmsel ves. Ask trainees to describe exanpl es of networks
of corrupti on where nobody can break out w thout severe persona

risk.



6)

Di scuss ways in which suppliers can be tactfully but firmy in-

formed that the buyer is not interested.

. Conduct all discussions in the presence of at |east one other

per son.
Ensure that all discussions are confirned in witing.

Firmy refuse any offer which appears to approach the dividing

l'i ne between innocence and di shonesty.

- Attenpt to "translate" any personal offers into price reductions

or other concessions which will benefit the society as a whol e.

Stress that corruption is a real and conti nui ng management problem
whi ch cannot be |l eft out of training just because nobody likes to
tal k about it. Li ke bad roads, shortage of vehicles or farners'

illiteracy, corruption is often a pervasive factor which no indi-

vi dual feels he can fight on his own. However, there are nore and
| ess honest people in any organi sation; if trainees |ook at the
situation realistically and try thensel ves to be anong the nore
honest, and to encourage their staff |likewise, this will achieve

nore than conpl ai nts about the alleged di shonesty of senior staff.
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Ls it Wong?
Study the following list of actions, then draw a |line on a piece of
paper as foll ows:
Total ly Totally
W ong I nnocent
Pl ace each action along this line, by using its nunber, according to

how w ong or how i nnocent you feel it to be. Wien you have done this,
put a cross on the line to nmark the point at which, in your opinion,

right is divided from w ong.

1) A supplier is anxious to do nore business with a society. The sec-
retary's nephew i s unenpl oyed and the supplier finds hima job.

The society increases its purchases fromthat supplier.

2) A supplier regularly sends a bottle of whisky to the secretary of a
society who is responsible for placing |arge orders with that sup-
plier. The whisky is delivered to the office in an unmarked par -

cel

3) The brother of the secretary has recently started to make farm
t ool s. The secretary buys nearly all the society's tools fromthis

supplier. The tools are of about the sane quality and price as

t hose of the previous supplier.

4) A supplier's representative gives the secretary a cigarette when

t hey are di scussing busi ness.

5 A supplier over-charges for goods delivered to the society; half

the excess is paid privately into the secretary's own bank account.

6) A representative regularly drives the secretary honme fromthe so-
ciety's offices after they have had busi ness di scussions, since the

secretary's honme is not far fromthe representative's normal route.

7) A supplier has excess stocks of a particular item Their lorry
drops $200 worth of this itemat the honme of the secretary of the

society as a "free trial".
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8)

9)

10)

A supplier's representative conceals a high value bank note in his
cat al ogue as he hands it to the society's secretary. The sec-

retary finds it, says nothing and eventually gives the supplier a

| arge order.

After concluding a | arge contract, a supplier's representative

takes the society's secretary out for a |uxurious and expensive

neal .

The brother of the society's president owns a |large private trans-
port firm The president suggests to the secretary that the so-
ciety hire transport fromhis brother's business. Some tinme after
the secretary agrees, and as a result gives this firma great dea

of busi ness. The president ensures that the secretary's salary

will be increased.
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SESSION 3.3
NEGOTI ATI ON
hiective: To enable trainees to negotiate effectively with sup-
pliers of goods and services required for resale to
their nmenbers.
Tine: 1 - 2 hours.
Material . Role play briefs A, B, X and Y

Session Qilide:

1)

2)

3)

Sone tine before the session, select two suitable trainees to play
the rol es of Sal esman A and Co-operative Buyer B, and two to play
Sal esman X and Co- operative Buyer Y. Ask themto prepare them
selves to carry out the negotiations in front of the rest of the
group. They should use their imagination to fill in any gaps in
the role briefs, and should do their best to conclude an agreenent
in the interests of their own organi sations. Nei t her shoul d of
course be allowed to see the other's brief, and both should be told

that the 20 mnute limt will be strictly enforced.

Arrange a desk and two chairs to simulate the co-operative office
Distribute Salesman A's brief to half the renai nder of the group
and Co-operative Buyer B's brief to the other half. Ask themto
observe the negotiations with care, and in particular to be pre-
pared to comment on the performance of the person whose brief they
hol d, and on his apparent success in achieving the objectives of

hi s organi sati on.

VWhen the negoti ati ons are conpleted, or after 20 ni nutes have
el apsed, whi chever cones first, ask the two role players to coment

on their experience.
- \What were their objectives at the outset of the negotiation?
- D d they consider they had achi eved their objectives?

- Were they satisfied with the negotiations?



4)

5)

Ask trai nees to suggest the needs of each "side" in the nego-
tiation. Suggestions nmay include the foll ow ng:
Buyer - A quality product.

- Alowprice.

- Credit

- Delivery.

- I nformati on.

- Reliability.

Seller - Fast paynent.
- A high price.
Advance noti ce.
Si npl e adni ni strati on.

- Low cost.

Di scuss how wel |l these needs appear to have been satisfied during
t he negoti ati ons. How m ght either side have satisfied the other

wi t hout excessive expense to itself?

Ask the two other trainees to play the role of Sal esman X and Co-
operative Buyer Y in the same way as the previous role play was
conduct ed. The renmi ning trai nees should be given the role briefs

as before

Ask the role players, and the rest of the group, to comment on the

second role play in the sane way as the first.

- Were the negotiati ons successful for both sides, so that both

parties were satisfied?

- Can the sense of conflict be replaced by a genuine wish to find
out the needs and resources of the other side, in order to reach

a conprom se which conmes as near as possible to satisfying both?
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Role Brief = Salesnman A

You are about to call on Co-operative Buyer B to negotiate. You hope
to settle a contract to supply his society with diesel fuel for his new
tractor hire operation. The Co-operative has been operating a tractor
hire service for sonme four nonths, using two tractors to plough, culti-
vate and harvest nenbers' fields. You own a garage and filling station
near the society's office, and you wish to nmake a contract with the so-
ciety for supplying all their fuel. There are two other garages in the
sanme area; all three offer fuel of the sane quality and at the norma

retail price of 50 cents a litre. During the four nonths which the so-
ciety has been operating the tractors, they have been purchasing fuel

fromall three garages nore or |ess at random and you estimte that the
total consunption has been about 1,000 litres a nonth. The society is
buyi ng about 400 litres fromyou at the nonent, but since all three
garages are equally conveniently | ocated, you wi sh to nake an excl usive
supply contract, if at all possible. You pay 45 cents a litre for fue

to your own supplier, and you have worked out the following figures to

hel p you deci de what price reduction you can offer if necessary.

Norrmal Selling Price 50 cents a litre
Buyi ng Price 45 cents a litre
Gross Margin per. Litre 5 cents

Exi sting sales to co-operative -- 400 litres.

Gross profit on existing sales to co-operative - 400 x 5 cents = $20.
Total sales potential to co-operative - 1,000 litres.

G oss profit per litre needed to maintain total gross profit if exclus-
ive supply can be negotiated - $20 divided by 1,000 litres = 2 cents.
M nimm selling price to maintain total gross nmargin - 45 cents plus

2 cents = 47 cents

Si nce nore | abour, wear on the punp and other effort is involved in
selling 1,000 litres than in selling 400 litres, you naturally want a
hi gher price than the m ni rum of 47 cents. On the other hand, you be-
lieve that the society will purchase nore tractors, and perhaps lorries
and ot her vehicles in due course, and so if you can secure the business

now you should be able to enjoy extra turnover as well.
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It is possible, of course, that the society will eventually purchase
its own punps, or even start its own garage, which would nmean that you
woul d lose all the business. Neverthel ess, you wish to negotiate a one
year contract for a nmininmumnonthly supply of 1,000 litres and you
will, if absolutely necessary, cone down to 48 cents a litre. More-
over, you feel that a saving of 1 cent per litre, which would be $10 a

nmonth or $120 a year, should be enough to interest the society.
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Role Brief : Co-operative Buyer B

The owner of a local garage is about to call on you. He nade the ap-
poi ntnent to di scuss "how we can do nore business with your society" as
he put it. You believe that he is referring to your purchases of trac-
tor diesel fuel. Four nonths ago the society started a tractor hire
service using two tractors. The fuel has up to now been purchased,

nmore or less at random fromthe three garages near the society's of-
fice. All the garages are equally conveni ent and sell the sane fuel at
the standard price of 50 cents a litre. The tractors have been using a
total of about 1,000 litres a nonth, and the busi ness has been spread
fairly evenly between the three garages. You suppose that the garage
owner is eager to offer you sone i nducenent to concentrate all your
sales with his garage. This would be quite convenient for the society,

but you naturally expect the garage to offer sonme extra service or sone
ot her reason for concentrating all the business with him Mor eover,
fuel shortages may occur in the future and a sole supplier mght be ex-

pected to give the society preference, if there should ever be a short-

age.
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Role Brief - Sal esman X

Your conpany nmanufactures and sells jute gunny sacks, and you are about
to call on a co-operative society in the hope of obtaining a firm order
for the next 12 nonths' supply. The society has for sonme tine been
buying around 2,000 sacks a nonth fromyou, at the normal rate for this
quantity which is 25 cents each. However, the orders have cone in nore
or | ess at random wusually for urgent delivery, and paynents have, on
occasion, been severely delayed.  The society has therefore not al ways

recei ved sacks when its nenbers needed t hem

You hope to persuade the society secretary to place a firm order for
24,000 sacks (one year's supply) with schedul ed deliveries and with
regul ar paynments on a nonthly basis. This would help you to plan your
production and cash flow. You hope that the society will be happy to
make such a contract in return for guaranteed reliable supplies. How
ever, you are prepared to reduce the price to 24 cents a sack, if ab-
sol utely necessary. You would ONly bpe willing to make this reduction
in the formof a pronpt paynent discount (i.e. if the society agrees to
settle its bills pronmptly at the end of each nonth). Since your mar-

gins are very tight, however, you would rather not offer it at all
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Role Brief: Co-operative Buver Y

Your are about to see a representative fromthe conpany whi ch supplies
your society with gunny sacks. For sone tine you have been buyi ng
about 2,000 sacks a nmonth fromthe conpany, at 25 cents a sack. Your
menbers, however, have not always received their sacks when they needed
them because they were not delivered in tinme. You have conpl ained to
the supplier about this, but they replied that they cannot always de-
liver at short notice, and that they nust press for settlenent of bills
outstanding fromearlier deliveries before bringing nore. You do not
al t oget her agree, but you are aware that your store's ordering system

and the Accounts Departnent, are not as well organised as they should

be.
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SESSION 4 |
H G4 STOCKS OR | QAP
hjective: To enable trainees to identify the cost and benefits of
st ock hol di ng.
Tine: 1 - 2 hours.
Material Tape di al ogue.
. i d
1) Tell trainees that they are to listen to a dial ogue between two co-

operative secretaries. Ask one half of the group to note down ar-
gurents in favour of | ow stocks as they listen, and the others to

wite down argunents in favour of high stocks.

Play the tape dialogue, or if a player is not avail able, enact the

di scussion using the witten dial ogue supplied

If trainees wish, play or enact the dial ogue a second tine.

Ask trainees to read out their lists, and then wite up their sug-
gestions on the chal kboard. The foll owi ng points should have been

not ed

In favour of high stocks:

Less sales and surplus | ost because of items being out of stock.
Menbers' needs satisfied.

Menmbers inpressed by high stocks.

Lower prices avail able for goods bought in high quantities.
Future price increases avoi ded.

Shortages nore easily avoi ded.

Lower administrative cost of ordering and receiving goods.

More econom c use of transport.
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Ln favour of |ow stocks:
- Less storage space used.
- Less noney tied up in stocks.

- Lower cost of insurance.

- Stocks remain fresher.

- Stocks less likely to becone obsol ete.

- Finance and space avail abl e for unexpected needs.

- Less tine and equi pnent required for high stacking

Theft nore difficult and nore identifiable

Di scuss the relevant nerits of each argunent. Lead trainees to
understand that both lists are inportant, and that it is not poss-
ible to say that stocks should be high or Ilowin general. Each

situation nust be judged on its nerits.

The answer to the question "high stocks or | ow?" becones particu-
larly difficult when we are faced with shortages. Short ages can
occur for nany reasons, but they have one thing in common - they
are nostly unpredictable. As a result, two types of problens oc-

cur.

Ask trainees for exanples of supplies which

- were not bought when they were avail abl e and whi ch nenmbers coul d

t herefore not obtain when shortages occurred;

- were bought because the purchasers feared they would be in short
supply, but the fears were unjustified and the extra costs were

a waste and an enbarrassment.

No cl ear-cut techni ques exist to solve this type of problem
Still, some thunb rul es can be appli ed. Try to elicit them from
the foll owi ng exanpl e: ask trai nees to suggest which of the fol-
lowi ng itenms should be bought in | arge quantities and which in

smal | quantities:

a special veterinary drug which lasts only a few weeks is needed

by a farner whose cattle have an unusual disease; it is avail -

able from a nearby stockist at short notice;
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- fertiliser is required in |arge quantities by all nenbers
throughout the year; substanti al discounts are available for

| arge orders, prices are rising rapidly and shortages are fre-

quent and expected to become worse.

Clearly, just enough of the drug for one farmer's inmedi ate need
shoul d be bought, while the society should buy as nuch fertiliser
as it can afford to pay for, and has space to stock. Excess "buf-

fer" stocks agai nst possible future shortages are therefore justi-

fiabl e when

- the product is used in large quantities by all menbers; even if

no shortage occurs, we are sure that the big consunption by al

menmbers will quickly do away with the excess stock

- the product is used all the time: long tinme lags in the con-

sunption of certain products nay result in the deterioration of

and the consi derabl e | oss on excess stocks;

- substantial discounts for |arge orders; discount could (partly)
make up for the cost of nmoney tied up in the excess stocks and

the extra costs of storage, even if shortage does not occur;

- excess stocks at the nmoment of price increases nmean that we will

have avoi ded the higher price. Even if shortage does not occur,
the extra costs of having kept an excess stock will have been

of fset by the gains of avoiding the higher price;

- t he product can be kept for a long tinme w thout risk of deterio-

ration; even if shortage does not occur the risk of |eakage

will be small.

7) Point out to trainees, however, that clear-cut situations of
this kind are unusual. There is a need for ways of deternining
how nmuch shoul d be stocked when the answer i s not so obvi ous,
and the next sessions will be devoted to discovering howthis

can be done.
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Tape Di al ogue

Halim and Lobo are both secretaries of co-operative
soci eti es. Bot h have war ehouses with stocks of farm
supplies, but they have very different ideas of how nuch

they should order and keep in stock.

How i s your farm supply side going Halinf

Not badly at all Lobo. Qur warehouse is full up to the

r oof .

Ch, | amsorry, what has gone w ong?

W ong? What do you nean, wong? Qur nenbers never go

away dissatisfied, and that's all right by ne.

That may be, but what does it cost you to keep so nuch in

st ock?

Thi ngs cost us | ess when we buy in large quantities.

Yes, but what do you spend on storage?

The godown cost nobney to build, but we make a reasonabl e
surpl us on what our nenbers buy, and we never | ose a sale

because we haven't got sonething.

W try to keep our nenbers happy, but they're interested
in the costs of the society as a whole as well as what

t hey buy. St orage i s expensive you know.

You know how prices go up. W buy, as nuch and as soon as

we can, to avoid price increases.

We don't want to have noney lying idle in heaps of unsold
goods - noney costs noney you know, particularly at

today's interest rates.

I don't like borrowi ng noney either, but | prefer goods to
noney any day. You never know what's going to be unavail -

able, so we buy it when it's there

And then when you want to use it, | suppose it's been

rui ned by danp or eaten by rats.
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Hal i m

Lobo:

Hal i m

Lobo:

Hal i m

Lobo:

Hal i m

Lobo

Hal i m

Lobo

We have a bit of trouble of that sort, yes, but it's worth
it. OQur nenbers like to see "their" godown full, it neans

nore to them than accounts and a bal ance sheet.

That may be, but | like to be able to buy extra things at
short noti ce. | can't do that if the godown is stuffed
full, or if all our npbney is tied up already.

The way we do it, if denmand for sonethi ng goes up unex-
pectedly, we can still cope because we have sone in stock
al ready.

And if it doesn't, and a new and nore up-to-date version

of the product cones al ong, what do you do then?

Sonebody al ways buys stuff in the end | reckon, and if a
few t hi ngs have to be thrown out, think how nuch we save
by always buying full lorry | oads. | bet our transport

costs are | ess than yours.

| think a few extra lorry | oads are a cheap price to pay
for all the trouble we save in the warehouse itself.

There's far | ess heavi ng about, no nountains of sacks to
be built up and taken down. We get by with | ess peopl e

and | ess equi pnent.

Maybe you're right there, but what about the office, re-
ceiving the goods and all that? We pl ace fewer, | arger
orders, and that saves adm nistration, with | ess chance

for m stakes or inaccurate figures.

I''m not sure about accidental m stakes, but your warehouse
is a paradise for thieves. Nobody could notice a few car-

tons taken off your nassive heaps.

We're insured anyway.

Maybe you are, but | bet you lose stuff w thout even know

ing it, and since insurance is based on average stock, you

must pay nore than we do.
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SESSION 4.2
WHAT DOES | T COST TO HAVE @GOODS | N STOCK?
hjective: To enable trainees to calcul ate opti mum quantities by
conparing costs and benefits of stock hol di ng.
Tine: 2 - 3 hours.
. . |
1) Ask trainees to imagine that they want to buy some | enonade dri nk

(or whatever |local commodity is appropriate) to take hone. They
can buy one bottle for 20 cents or a whole crate (24 bottles) for

$3. 00. Ask trainees to wite down their decision on a piece of

paper. Wen they have done this, count how many have chosen to buy

one bottle and how nany have gone for the crate.

Ask trainees to suggest the sort of questions they asked thensel ves

bef ore maki ng the deci sion. These nmay i ncl ude:
How rmuch | enonade is left at hone?
How much noney have | got?
What el se do | need to buy?
How much | enonade do we drink at hone?
How much storage space have | got?
When will the price of |enonade go up?
- Wien will [ enmonade next be unavail abl e?
- How serious is it if we run out of |enpnade?

- Wien do | next plan to cone to the market?

Ask trai nees who chose to buy one bottle, why they prefer to buy
| enonade at 20 cents per bottle versus 12.50 cents per bottle.

Were they not being unnecessarily extravagant? Show that they were
in fact making a rational choice, because certain costs of buying
the larger quantity were nore inmportant to themthan the apparent

savi ng.
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These were:

- The risk of loss or deterioration.
-  The need to buy other things.

- The shortage of space

- The fact that they had not got enough noney.

Show t hose trai nees who chose the |arger quantity that they were
equally rational in feeling that these "costs" did not outweigh the

saving of 7.50 cents per bottle.

Ask trai nees what this exanple has shown them What i nformati on
must they have before deciding what quantities to buy for their co-

operative societies?

- The rate of consunption.

- The likelihood of price increases.

- The likelihood of shortages.

- The quality and vol une of storage space avail abl e.
- The availability of transport.

- The costs of ordering and receiving consignnents.
- Oher itens needed.

- Existing stocks avail able

- The cost of borrow ng noney.

- The cost of storage.

- The likelihood and cost of | osses.

Ask trainees to suggest which of these itens of informati on are and
are not available to them when deciding on order quantities.
a) They should and probably will know.
Gt her itens needed.
-  Existing stocks.
- Volune and quantity of storage space.
- Availability of transport.

- The normal rate of consunption.
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b) They shoul d, but may not know

- The cost of placing orders and receiving goods.
- The cost of noney.

- The cost of storage.

- The likelihood and cost of | osses.

c) Nobody normal |y knows:

- The likelihood of future price increases, shortages, or Un-

proved repl acenents, as well as unforeseen variations in con-

sunpti on.
Tell trainees that the rest of this session will teach them how to
calculate the itens nenti oned under b), i.e. the information they

shoul d, but probably do not know when deci di ng how nuch to order.
Next session will enable themto use and apply sone sinple tech-
niques for taking the information itens nentioned under c) into

consi derati on when deci ding on order quantities.

Ask trainees how they can calculate the cost of placing an order

Goods are usually ordered by a clerk and recei ved by a warehouse-
man. The cost of ordering and receiving will not go down if |ess
orders are placed or received. Savi ngs can however be nade and
calcul ated i f expensive stationery, nessengers or other services
have to be used, and if they can be saved by ordering | ess fre-

quently.

Ask trainees to descri be how goods are ordered and received in
their societies. Coul d noney be saved by ordering |less frequently

(not in lesser quantities)? |If so, how nuch?

Ask trainees to suggest how they could calculate the cost of nbney

tied up in stocks. Suggestions may i ncl ude:
- The interest paid to the bank for an overdraft.

- The surplus that could be earned by using the noney in sone

ot her way.
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It is inmpractical to estinmate the surplus which nmght be earned on
every possible investnent every tine noney has to be spent on new

stock; the rate of interest paid to the bank is thus usually used

as the cost of noney.

Ask trainees how they will assess the cost of storage and | osses .

Ask themif they know the total cost of storing goods in their so-

ciety. This should include the follow ng cost itens:

- The cost of the noney used to build the godown or the cost of

renting the godown.
The cost of |abour used in the storage function.
The cost of insurance and security.

The annual | eakage fromthe stores.

Ask trai nees to suggest which of the cost items nenti oned above

wi Il depend on yalue and which on the wxolume of goods:

Val ue: - The cost of nobney tied up;
i nsur ance;

annual | eakage.

Vol une: - The cost of the warehouse;

- the cost of storage | abour.

Ask trainees to guess which of the following itens is nbre expens-

ive to store for six nonths:

a) 10 tons of nmize, value per ton $500, square nmetres occupi ed

per ton: 5 m2.

b) 40 drunms of insecticide, value per drum $200, square netres

occupi ed per drum 1/2 n2.

G ve trainees the followi ng data and ask themindividually to work
out the answer as follows. Check that they all understand what is
i nvol ved and that they appreciate the i nportance of taking space

and finance into consi deration.

- Cost if insurance and noney tied up: 1.5% per nonth.

-  Cost of construction and operating

war ehouse of 400 m2 :  $400 per nonth



Sheet 3

Cost of storing maize over period of six nonths:

- 1.5% x 6 x 5,000 =  $450
- 6 nonths x 5 m2 x 10 tons x $1 =  $300
Tot al = $750

Cost of storing Lnsecticide over period of six nonths:

- 1.5% x 6 x 8,000 =  $720
- 6 nonths x 40 drums x 1/2m2 x $1 = $120
Tot al = $840

Poi nt out that storage costs can be cal cul ated as a percent age of
val ue for each commonly stored commpdity, and this in order to sim
plify the calcul ation. Ask trainees to work out the cost per nonth

of storing naize and insecticide as a percentage of their value,

Mai ze *  2.5%per nonth.
$5, 000

I nsectici de = 1.75% per nonth.
$8, 000

9) Sunmari ze these conclusions in the form using when possibl e actual
figures from banks and societies with which trainees are faniliar.
- Cost of noney (say 14% per year)
- Cost of storage (say 10% per year)
- Total cost (say 24% per year or 2% per nonth)

- Cost of placing and receiving an order $2

Ask trainees how these figures can be related to the quantity to
order. If 1,000 units a year are used steadily throughout the

year, and 1,000 are ordered to arrive as the |last unit is used,

what will be the average nunber in stock throughout the year?

- On delivery, stock equals 1,000 units.

- I mrediately before new order arrives, stock equals O units.

- Average stock equals 500 units ( 1000 =+ = 500).

2
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I f a reserve stock is kept to allow for unexpected changes in
usage or del ayed deliveries, this quantity should be added to ob-

tain the average figure.

The percentage figure previously cal cul ated should be applied to

this average, to obtain the stock hol ding cost.

e.g. $500 worth of stock at 2% per nonth = $10 per nonth or

$120 per year storage cost.

Ask trainees how they m ght use this informati on, together with
the annual consunption and the costs of an item to calculate the
right quantity to order at any tine. Use the following as a

si mpl e exanpl e:

Mlking Jelly
Annual Use = 1,200 tins
Nor mal Cost = 81 per tin
Cost of Ordering = $2 per order

- Cost of Mdney and Storage 2% per nonth

Ask trainees to calculate the cost involved in ordering the fol-

|l owi ng quantities at a tine:

- 2,400 i.e. two years' consunption.

- 1,200 i.e. one year's consunption.

- 600 i.e. six nonths' consunption.

- 300 i.e. three nonths' consunption.

- 100 i.e. one nonth's consunption.

- 50 i.e. two weeks' consunption.

Ear exanple:

2,400 units

Ordering Cost - 1 order in tw years @ $2 = $ 1 per year

St ocki ng Cost - Average stock, 1,200 units = $288 per year
(1200 x 2% x 12)
Total Cost = $289
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1,200 units - $ 2 + $144 = $146

600 units - $4 + $ 72 =9% 76
300 units - $8 + $ 36 =% 44
100 units - $24 + $ 12 = $ 36

50 units - $48 + $ 6 = $ 54

The answer is therefore that 100 units should be ordered at a tine

since below this figure the cost starts to rise again.

Ask trainees to state whether and how t hey woul d change their con-

clusions if the followi ng price changes were nade
Di scount of 10% for orders over 1,000 units.
Di scount of 5% for orders over 500 units.

- The saving on an order of 600 units would be 5% or $30.
This woul d reduce the total cost for that order quantity to $46

($76 - $30). This is still higher than $36, so only 100 units

shoul d be ordered.

- The saving on an order of 1,200 units would be 10% or $120.
This would reduce the total cost to $26 ($146 - $120). It

woul d be worthwhile ordering 1,200 units as this would now be

the | owest total cost.

Rem nd trai nees once again that problens of inflation, shortages,
as well as unforeseen variations in consunption, have not been

taken into account in these calculations. They will be covered in

the foll owi ng session
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hjective: To enabl e trai nees to deci de how many of each itemto or-

der.
Tioge: 2 - 2 1/2 hours.
Mat eri al : Exer ci se.
Session QGui de

1) Renmi nd trai nees that the apparently mechani cal cal cul ations intro-

duced in the previous session ontted vital factors such as:
Price increases.
Short ages.
Unreliable suppliers.

Unf oreseen variations in consunption.

These are all matters of judgenent, but they nust not be either

negl ected or allowed to | ead to excessive storage costs.

2) Ask trainees to suggest what factors should be consi dered when as-

sessing the chances of future price increases.

- The likely anmpunt of the jncrease:

This rmust be conpared with the extra cost of |arge stock hol di ng
as discussed in the previous session; a 5% increase nmay be
enough to nake a |l arger order justified, but a 2% i ncrease may

not .

Exanpl e:

Use the "M 1 king Jelly"” exanple and data fromthe previous
sessi on. Assune a situation where the governnment has announced
a 5% increase on mlking jelly as from 1 January next year.

Shoul d we order nopore than 100 units and if so, how nuch nore?
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If we order a two-year supply or 2,400 units, we wll have saved
$120 (%$2,400 x 5% by avoiding the price increase. The t ot al
cost of placing an order of 2,400 units in a situation where a

5% price increase is going to take place is therefore:

$289 (original cost) - $120 = $169

1,200 units $146 - $ 60 =  $86
600 units $ 76 - $ 30 =  $46
300 units $ 44 - $ 15 = $29 «—
100 units $ 36 - $ 5 = $31
50 units $ 54 - $ 2.50 = $51.50

An order of 300 units becomes nore advantageous in the event of

an envi saged 5% price increase.

Do the sanme for an envisaged 2% price increase on nil ki ng

jelly. Fi gures are as foll ows:

2,400 units $289 - $ 48 = $241
1,200 units $146 - $ 24 = $122
600 units $ 76 - $ 12 = § 64
300 units$ 44 - $ 6 = $38
100 units $ 36 - $ 3 = $33 4+—
50 units $ 54 - $ 1.50 = $ 52.50
An order of 100 units remnains the nost econonical . The price

i ncrease of 2% does not justify a larger order quantity.

he Likelihood of fhe i king olace

Price increases are frequent, but not inevitable, between every
order. Avrealistic assessnent nust be made of the likelihood of
an increase. For instance, one could use the official inflation
rate. Wth a 12%rate, the likelihood that the prices of the
products will rise by at least 10%is quite big, and therefore a

realistic assunption.

Ask trai nees what they should consider when assessing to what ex-

tent possible future shortages should influence order sizes.

Are shortages likely or nerely possible?
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Woul d menbers suffer severely if the itemwere not avail able, or

woul d they be able to carry on without it?

W1l it be possible for the society to buy the item from anot her
source if it ceases to be available fromthe usual supplier,

possi bly at a higher price?

WIIl nenbers be able to buy supplies fromother outlets, if ne-

cessary?

Ask trainees to consider how they should take supplier reliagbility

into account.

If suppliers are 100% reliable and deliveries are i nmmedi at e,
stock levels nmay fall to zero before placing a new order.
Clearly, this is practically never the case and a society's

buyer must therefore consider:

- howlong it normally takes fromthe decision to prepare an

order until the goods are delivered;

- what likelihood there is of further del ay.

" Buffer" stocks nust be held to allow for both these factors.
Consequently, goods are re-ordered not when they run out, or at
random but when the quantity in stock reaches a certain prede-
term ned point. The "buffer"” stock will be enough to cover con-
sunpti on:

while the order is being prepared, sent out, received and put

in stock;

- during the period of the worst likely extra del ay.

For npbst goods this neans that new orders shoul d be prepared
when two or three nonths' supply still renmmins. Suppliers nay
be asked to deliver at a certain date to avoid prenmature arriva

and shortage of space.

Ask trainees how unexpected variations in consunption should be al-

| oned for.

If nmenmbers’ denmands rise unexpectedly, can the product be ob-

tained fromother sources even at a higher price?

Can nenbers' intentions be nade nore certain by inquiry, or by

encour agenent to take stocks in early, or by sone other nmeans?



Ask trainees to conplete the probl em exerci se. The answers are as

foll ows:

Rubber Boots

Present Situation: Consunption is 20 pairs per nonth with little
risk for vari ati on. Supplier reliability is
poor and del ay between order and delivery nay
therefore occasionally exceed the normal one
nmont h peri od. Present stock of 100 pairs,
equal to 5 nonths consunption is too high how
ever. A buffer stock representing 2 nonths

consunpti on woul d be safe enough.

Suggest ed M ni mum

St ock: 40 pairs

One ordering system for rubber boots therefore consists of ordering

20 pairs every nonth and keeping a mi ni mum stock of 40 pairs.

Order 1| Order 2 | Order 3 | Order &4
20 20 20 20
Jan Feb Mar Apr May Jun
Opening Stock | 100 80 60 40 40 40
~ Consumption 20 20 20 20 20 20
+ Deliveries - - - 20 20 20
= Closing Stock 80 60 40 40 40 40

Cost of this system per year would be:
12 orders x $5 = §$ 60

Aver age stock 40 pairs

40 x $25 x 24% $240

Total yearly cost $300

Al ternatively, one could plan orders of 100 pairs in order to ben-
efit fromthe quantity di scount of $1 per pair. Woul d this be
cheaper or nore expensive for the society? The mininmmstock is

kept at 40 pairs.
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Order 1
100
Jan Feb Mar Apr May Jun
Opening Stock 100 80 60 40 120 100
- Consumption 20 20 20 20 20 20
+ Deliveries - - - 100 - -
= Closing Stock 80 60 40 120 100 80
Order 2
100
Jul Aug Sept Oct Nov Dec
Opening Stock 80 60 40 120 100 80
- Consumption 20 20 20 20 20 20
+ Deliveries - - 100 - - -
= Closing Stock 60 40 120 100 80 60
Cost of this system per year would be:
2 orders x $5 = $10
Aver age stock 80 pairs
80 x $24 x 24% = $461
$471
M nus
Quantity discount 1 year
consunpti on
120 pairs x $1.00 $120
Total yearly cost $351 (higher than for the first

system
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Present Situation:

Suggest ed M ni mum

St ock:

Present stock of 1,000 litres is too small
since possibility of variation in the normal
mont hly consunption of 1,000 litres is high. A
buffer stock of 500 litres would be safer.
More woul d not be needed since supplier re-
liability is good and no quantity di scounts can

be obtai ned from purchasing | arger quantities.

500 litres

The ordering system for insecticide will therefore be as foll ows:

Order 1| Order 2 | Order 3 | Order 4 | Order 5 | Order 6

1,500 1,000 1,000 1,000 1,000 1,000
Jan Feb Mar Apr May Jun
Opening Stock 1,000 0 500 500 500 500
Counsumption 1,000 {1,000 1,000 1,000 1,000 1,000
Deliveries - 1,500 1,200 1,000 1,000 1,000
Closing Stock 0 500 500 500 500 500

Cost of the system per year woul d be:

12 orders x $5

= $ 60

Aver age stock 500 litres

500 x $1.00 x 24%

Total yearly cost

lron Sheets

Present Situation:

g

$180

Since supplier reliability is poor, and deliv-
ery takes 2 nonths or nore, buffer stock of 2
tines the normal nonthly consunption could be
kept . Present stock of 200 sheets is too high,
particularly since possiblity of consunption
variation is low Quantity discount offered on
500 sheets could however nore than offset extra

stocki ng costs resulting from 500 sheet orders
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Suggested M ni mum

St ock: 100 sheets.

Al terpnative 1

Orders of 100 sheets (= nmini num order accepted by supplier) thereby

foregoi ng quantity di scount.

Order 1 Order 2 Order 3
100 100 100

Jan Feb Mar Apr May Jun

Opening Stock 200 150 100 150 100 150

Consumpt ion 50 50 50 50 50 50

Deliveries - - 100 - 100 -

Closing Stock 150 100 150 100 150 100
Cost of this system per year wll be:
6 orders x $5 = §$ 30

Aver age stock 125 sheets

125 x $10 x 24% _ $300
Total yearly cost $330
Alterpnative 2

Orders of 500 sheets, taking advantage of quantity di scount.

Order 1
500

Jan Feb Mar Apr May Jun

Opening Stock 200 150 100 550 500 450

- Consumption 50 50 50 50 50 50

+ Deliveries - - 500 - - -

= Closing Stock 150 100 550 500 450 400
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Order 2
500
Jul Aug Sept Oct Nov Dec
Opening Stock 400 350 300 250 200 150
- Consumption 50 50 50 50 50 50
+ Deliveries - - - - - -
= Closing Stock 350 300 250 200 150 100
Cost of this system per year wll be:
- 2 orders x $5 = $ 10
- Average stock 290 sheets
290 x $9 x 24% = 3626
$636
M nus
Quantity discount on 1 year
Consunption: 600 sheets x $1 = $600

Total yearly cost

Cattle Spray

Present Situation:

Suggest ed M ni mum
St ock:

Orders of 200 litres in order

of 10 cents/litre.

$ 36 (this is cheaper)

Definitely overstocked,

st abl e and suppli er

buf f er

100 litres

to benefit

rel i abl e.

si nce consunption is
A 100

stock would surely be sufficient.

fromthe quantity di scount
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Order 1 Order 2 Order 3
200 200 200
Jan Feb Mar Apr May Jun
Opening Stock 500 400 300 200 100 200
Consumption 100 100 100 100 100 100
Deliveries - - - - 200 -
Closing Stock 400 300 200 100 200 100
Order 4 Order 5 Order 6
200 200 200
Jul Aug Sept Oct Nov Dec
Opening Stock 100 200 100 200 100 200
Consumpt 1on 100 100 100 100 100 100
Deliveries 200 - 200 - 200 -
Closing Stock 200 100 200 100 200 100
Cost of this system per year will be:
6 orders x $5 = $ 30
Average stock 150 litres
150 x $1.90 x 24% = $68
Tot al = $ 98
M nus
Quantity discount on yearly
consunption of 1,200 litres
1,200 x $0.10 - $120
Profit = $ 22
In other words the quantity discount will npre than offset the
costs of stock-keeping. This alternative should therefore be

chosen.
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Sheet 6

is faced on 31 Decenber

A co-operative soci ety nanager with the foll ow

ing facts about four itens stocked by his farm supply section

Rubber Boots | Insecticide Iron Sheets Cattle
Spray
Number in Stock 100 pairs 1,000 litres | 200 sheets 500 litres
Monthly Consump- 20 pairs 1,000 litres 50 sheets 100 litres
tion
Minimum Order
Accepted by 10 pairs 500 litres | 100 sheets 100 litres
Supplier
-
Possibility of
Variation in Con-— Low High Low Low
sumption
Normal Delay be-
tween Placing Or- 1 month 1 month 2 wmonths 3 months
der and Receipt
of Goods
Supplier Poor Good Poor Good
Reliability
Price $25 a pair $1 a litre $10 a sheet $2 a litre
Quantity Dis- $1 reduction $1 per sheet | 10 cents a
counts Available for orders Nil reduction litre re-
of 100 pairs for orders duction
over 500 for orders
sheets over 200
litres
Cost of preparing each order =
Cost of stocking goods = $2 per $100 worth of goods per nonth (i.e. 24%

per year).
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The manager wants to i ntroduce an ordering system and plan for

the 4 itenms which will guarantee:
(i) a mnimmrisk for out-of-stocks;
(i) m ni mal costs to the society.

For each item advi se the nmanager on:

- The m ni mum stock | evel ?

- Wiat quantities should be ordered?

- When to order?

each of



ordering and
receiving goods

topic

\_

-

Session 5.1

Session 5.2

Session 5.4

Receiving Goods - The
Information Needs

Checking Goods Received

The use of Order and
Delivery Systems
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hjective: To enable trainees (1) to identify the specific data that

are needed by a supply manager to control the ordering and
recei pt of goods and (ii) to design a single system which

will provide all these data.

Tine: 1 - 2 hours.

Material : Case study and exanpl es of ordering and storage docunent a-
tion.

Session Quide:

1)  Ask trainee's to suggest what information is needed in order to con-

trol the buying and' receiving of products by a co-operative farm
supply service. Encour age as nmany suggesti ons as possi bl e. These

may i ncl ude:
- Description of the product.
- The supplier.
- Aternative suppliers.
- Price.
- The quantity and quality presently in stock.
- The quantity and quality already on order.
- The quantity and quality to be ordered.
- The date of the order.
-  The quantity and quality delivered.
The |l ocation of the goods in the store.
- The nonthly consunption.
- The terns of delivery.

- The amount of noney owing to the supplier.

Ask trainees what should be the objectives of an efficient co-oper-

ative farm supply ordering and receiving system
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3)

4)

- To buy goods at the best price.

- To buy the optimum quantities.

To ensure that the correct quantities and qualities are deliv-

ered.
-  To ensure that goods are stocked in the right place.

To ensure that suppliers are paid what they are owed.

Ask trainees to "test" each of the information itens menti oned
under 1) to ensure that they actually contri bute towards one of
t hese obj ecti ves. Unnecessary data are expensive to collect and

retain, and may prevent the collection and use of data which are

needed.

Tr ai nees shoul d have been warned i n advance to bring exanpl es of
their own docunentati on. Ask sel ected trainees to introduce their
forns to the group, and to descri be how these forns do or do not
achi eve the previously stated objectives. Docunentation will prob-

ably incl ude:

- Oiginal order.

- Bin cards.

-  Suppliers' delivery notes.
Suppliers' invoices.
Goods i nspection notes.
Suppliers' statenents.

- Soci ety paynent advice.

Ask trai nees to suggest commopn "gaps" in the informati on needs of a

co-operative farm supply ordering and recei ving system These nmay

i ncl ude:
Locati on of goods is not indicated.

The quality or quantity di screpancies are not discovered before

the invoices are settl ed.

- No record of alternative suppliers' prices or performance is

avai |l abl e.



5)

Sheet 2

- Goods can be ordered even though they are already on order,

possibly fromalternative suppliers.

Di stribute the case study. Di vide trainees into small groups and
ask themto design a sinple but effective systemwhich will provide
all the necessary information for the Utopian Farm Supply Co-oper

ative to achieve the objectives previously identified for an ef-

ficient farm supply service.

Dependi ng on the tine avail abl e, groups should provide a |list of
t he docurment ati on and procedures and actual designs for the various
docunents. Each group should present its solution for discussion
and conment. This could be done in the formof a "system gane"
wher eby trai nees enact for the rest of the trainees, the procedure
and system t hey have desi gned, conplete with docunents, staff,
etc. Tr ai nees shoul d eval uate the proposed systens through refer-

ence to the foll owi ng questi ons:

- Does the systemprovide all the information required?
- Can the systemeasily be used by the staff avail abl e?
- Are any docunents or procedures unnecessary?

- Are there any procedures which will cause unnecessary del ays?

A possi bl e system m ght be as foll ows:

Bin cards kept on all itens in the warehouse, carrying the foll ow

ing information
- I tem code nunber (which itself identifies the |ocation).
- Abrief two to three word description

The nornal order quantity and stock | evel at which a new order

shoul d be prepared
The date and quantity of goods received.
The date and quantity of goods issued.

- The bal ance.

The procedure should work as foll ows:

1)  The war ehouse cl erk should inspect all cards daily and note

itens to be ordered.
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5)

6)

The clerk should refer to the file kept for each item

Such a file should contain:

- a card recording all orders placed, with the quantity, the

supplier's nane and the price;

- a copy of any order placed but not yet delivered, so that

out standi ng quantities can be kept up to date by the clerk;
- quot ati ons and other information fromalternative suppliers.

After checking on supplier details and orders al ready outstand-
ing, the clerk should prepare a three copy order containing the

follow ng i nfornmation:
- Order nunber.
Dat e.
Del i very date required.
- Description of goods (including item code nunber).
- Price.
- Place to be delivered.
- Quantity.
- Any other terns which nust be repeated.

After checking and signing by the manager, or other responsible

of ficer, copies should be despatched as foll ows:
- one copy sent to the supplier;

- one copy kept in the itemfile;

- one copy sent to the accounts cl erk.

War ehouse clerk to continue to nonitor his cards daily, and is

thus rem nded to "chase" orders placed but not delivered.
When goods are delivered:

War ehouse staff (a) unpack, (b) count, (c) inspect and (d)

store the goods in the |locations as identified by the item

code nunber nentioned on the order.

- Warehouse staff give clerk a note of (a) what has arrived,

(b) in what quantities, (c) any quality problens. This my

be done on a special form or noted on the supplier's deliv-

ery note.
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WAr ehouse staff enter the quantity delivered on the bin

card.

The clerk checks the delivery note against the copy of the
order kept in the itemfile, and notes any discrepanci es.
He then passes it to the accounts clerk, along with the in-

voice if this arrives with the goods.

The accounts clerk reconciles the invoice with the origina

order copy and annotated delivery note. He then settles the

account accordi ngly.

Ensure that trai nees appreciate:

The need for sinplicity.

The need to adapt a systemto the ability, literacy, etc., of

the people who will be working with it.
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: I oo

The secretary of the newy established Ut opi an Farm Supply Co-operative
has to design an ordering and stock receiving systemfor his society.

The operation is initially very small. About 50 different itens are to
be stocked and there will be one clerk and two storemen to run the com
plete farm supply system The society has rented a new single storey
war ehouse, with sufficient space and racking for goods likely to be
st ocked. There is a snmall office in the warehouse for the clerk. One
of the storenmen is illiterate but the other has been to primary school

and the clerk has had a sinple one-year post "0" |evel course in book-
keepi ng. Sone of the itens, such as seeds and fertiliser, will be
hi ghly seasonal, while nenbers can be expected to buy others such as
farmtools at a fairly irregular rate throughout the year. I n nost
cases there is a choice of suppliers for each item and nany itens are
also available in a variety of different pack sizes. The secretary has
heard that nany societies with such supply services have problens with
the ordering and control of the goods. He wants to nake sure that his

systemis right fromthe begi nni ng.

Assi gnoent
Design a sinple but effective ordering and receiving system for the

Ut opi an Farm Supply Co-operative. The system (i n operation) should be

able to cope with the foll ow ng probl ens:

A truckl oad of goods arrives.
What will happen to the goods?
Who i s doi ng what ?

What docunents will be needed (what will they | ook |ike, who

is issuing them who is receiving copies)?
- How do we know
When, how much and from whom goods shoul d be ordered?

Wio is to be involved in the ordering procedure?

What docunents will be necessary?

- How do we nake sure that the right paynent for goods ordered and

received i s nade?


katherine


Sheet 1

SESSION 5.2

CHECKI NG GOODS RFCFI VED

hjective: To enabl e trai nees to design and inpl enent econonic sys-
tens to ensure that goods delivered to their societies are
of the quality and quantity desired.

Tine: 1 - 2 hours.

Material Five sets of 200 apparently identical itens, such as
coins, screws, sheets of paper or anything simlar pre-
pared in such a way that:

- two sets are perfect;
two sets include ten itens each which are narked in
sonme way, or are otherw se detectable, but in such a
way that this can only be determ ned by cl ose i nspec
tion - it ought to take one person at |least five mn-
utes to check the conpl ete set;
- one set includes twenty itens each so narked.
: . i de
1) Ask trainees to recall exanples of faulty goods which were not

identified on receipt, and could not therefore easily be returned

to the supplier. Wiy were they not discovered sooner?
The staff were too busy.

The fault was too small to be seen without close inspection.

- The faults were actually conceal ed by packagi ng whi ch coul d not

be opened wi thout maki ng the goods unsal eabl e.

Ask trainees why suppliers are reluctant to accept returned goods,
unl ess they are inforned about this as soon as the goods are re-

cei ved.
-  The goods may have been danmaged by the custoner.

- The custoner may be trying to di spose of over-stocked goods.
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4)

The goods may have been in stock for |onger than recomended or

may have been inproperly stored.

Ask trainees to describe how their societies attenpt to avoid the
probl em of faulty goods or short deliveries. Are they wholly suc-

cessful ? Trai nees may nenti on:
Checki ng every single itemw th care.

Hopi ng that nmenbers will notice and conpl ain when they, in turn,

receive faulty goods fromthe society.
- Checking a fewitens fromevery delivery made.

Ask trainees to suggest the advantages of each nethod.

100% lnspection

Every faulty item shoul d be di scovered.

No Inspection

Less work, goods can quickly be put into stock and be ready for

menbers.
i al .

Less work than 100% i nspection (but faulty itens nay be nissed).

Ask trainees how they could linit the tinme taken, by inspecting
only those deliveries where a higher proportion of faults m ght be

expect ed. How woul d they identify such deliveries in advance?

- Certain suppliers or products may often include a high pro-

portion of faulty itens.

It may be possible to inspect a small proportion, or sanple, in

order to decide whether or not to inspect the whole delivery.

Show trai nees one of the sets of screws or whatever item has been
prepared, and explain the nature of the "fault"”. Explain that the
itens are to represent a delivery of goods to a co-operative farm

supply store.

Trainees are to be divided into syndicates and will have to decide
whet her or not these deliveries should be accepted into stock or
not . Only one noni nee from each syndicate will be permtted to do

t he actual inspection. However, he should foll ow what ever pro-
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7)

9)
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cedure is recommended by the rest of the syndicate. Warn syndi -
cates that inspection tinme costs noney, and so do undetected faulty

deliveries. The objective is to mnimze total costs.

Syndi cates may work in the sane room Tell themthat in the first
i nstance they should assune that inspection tine costs $1 per unit,
and that an undetected fault will cost their society $2 each. The
penalty for rejecting deliveries which have |l ess than 10% faults is
$50. Al l ow syndicates up to 10 minutes to decide on the method
which they will use to inspect their consignnent. Then distribute
the itens in cl osed boxes which should be placed in front of the

nom nee who should start to inspect at the word "go". Ask syndi -
cates to record the nunber they inspect and their concl usion.
Check that they do this correctly and convert their results into

costs.

Repeat this exercise, using the follow ng figures: i nspection
costs 10 cents per unit, cost of undetected faults $5 each, penalty

for rejecting deliveries with less than 10% faults, $10.

Reconvene the group and di scuss their concl usions. Syndi cat es
shoul d have chosen different approaches for the second "delivery”
because the. inspection was cheaper and the penalty for m ssing

faults was higher. Reasonabl e net hods mi ght be:

Eirst Delivery:

I nspect 10 itens, cost $10.

Second Delijvery:

I nspect 50 itens, cost $5.

Poi nt out that a sanple of around 30 itens, selected at random is
usual |l y enough to give a reasonable idea of the quality of the
whol e anount . If an unacceptabl e proportion of faults is found in
such a sanple, it is reasonable to reject the whole delivery or to

i nspect the whol e delivery on sonme detail

Ask trainees to consider itens purchased by their societies which
are simlar to the first "delivery", and those which are simlar to
the second "delivery", in terns of cost of inspection and penalty

for accepting faulty goods.
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Lnspection Cheap:

Tool s, cenent, fertiliser.

Lnspection FExpensive:

Packaged and tinned itens, seeds, chenicals.

Undetected Faults Serious:

Vet erinary preparations, seeds, sone chemicals.

Undetected Faults Not Serijous:

Screws, nails, sinple tools.

Unfortunately, it is often true that those itens which are diffi-
cult to inspect are also those where faults can be expensive for

menbers. Ask trainees to suggest how this can be overcone.

- Manufacturers' guarantee of fertility percentage, strength and

quality, etc.

-  Special arrangenents whereby faults di scovered by nenmbers sone
time after delivery fromthe supplier can still be renedied

(return of faulty itemns).

- Price allowances to cover the cost of snall sanple inspection

and of repackaging if necessary.

Ask trainees to apply the | essons of this sinple exercise to the
goods stocked by their co-operative. Elicit (a) which goods
shoul d be accepted wi t hout inspection, (b) which should be subjec

ted to 100% i nspection and (c) which should be sanpled in order to

deci de whether or not to inspect further.
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hiective: To enable trainees to (a) recogni se order and delivery

problens in their society which arise fromstaff negl ect

or di shonesty, and (b) to design a control systemthat

will prevent, or at |east reveal, such problens.
Tine: 1 - 2 hours.
Material . Tape di al ogue.
Session Quide:

The session is intended to show that procedures and systens whi ch nay

appear tedi ous and unnecessary are in fact needed to prevent |oss and

fraud. Trai nees should refer to the systemthey desi gned during

Session 5.1, and should di scuss what nodifications should be nade if

the system cannot cope with the problenms revealed in the tape dial ogue.

Tell trainees that they are about to hear a description of a nunber

of farm supply problens, which |lead collectively to the coll apse of

a farm supply co-operative

Play the tape, or if no player is available, ask two trainees to

play the roles of the co-operative secretary and his friend

Stop the tape or "play" at each "Bl eep", and ask trai nees how such
probl ens can be avoi ded. Di scuss any necessary changes required to

trai nees’' own systens in order to nake them nore effective.

Conti nue the di al ogue, stopping at each bl eep and di scussi ng as
above. Be sure that any changes are integrated with one another so
that the systemrenains econonic and is not burdened with separate

and unrel ated sub-procedures to deal with particul ar problens.

Ask trainees to recall exanples of procedures which were started
because of a particular incident, but which nay now be unnecessary

or duplicated by other systens.



Exanpl es ni ght i ncl ude:

- physi cal stocks to be taken of certain itens before reordering,

al t hough an accurate witten stock | edger is maintained;

- i nvoices fromcertain supplies to be checked by a seni offici al

al t hough the system neans that all invoices are automatically

checked agai nst original orders.

The m stakes nentioned in the tape are exaggerated, but all have

taken place nany tines in co-operatives and ot her organisations.

Suggestions for preventing themin future shoul d incl ude:

Bleep 1:

Copy orders nust be kept. No goods paid for until the
i nvoi ces have been checked agai nst the order, and the

quantity marked off to prevent doubl e paynent.

Corruption cannot be entirely prevented. However, rou-
tine inspection procedures nust be set and adhered to, so

that staff cannot claimthat particul ar goods "happened"

not to be inspected.

As nunmber 1, all paynents must be nade agai nst invoices

whi ch are checked agai nst the order.

Advi ce notes and invoi ces shoul d be checked agai nst copy
orders. I f goods were not ordered, they should be re-

fused or returned at once

Prices nust be specified on the order, and invoices
checked accordingly. Prices fluctuate, so that goods
nust be ordered at price ruling on date of despatch.
Suppliers nust verify the price |levels by reference to

official lists or other independent sources.

If a file is maintained on each item including details
of all possible suppliers, requests for quotations can be
sent out regularly to ensure that the | owest prices are

bei ng pai d.
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Bleep 7. If stocks are regularly nonitored and itens in short
supply are identified, old orders will be identified for
followi ng up or cancell ation.
Bleep 8. A d orders nust be cancell ed before new orders for the

sane goods are placed with other suppliers. The cancel -

lati on must be acknow edged, and not nerely sent.

Bleep 9: Cl ear details of container charges and responsibilities
must be agreed before orders are placed. These details

must be included in the witten order.

Bleep 10 Cl ose specifications of goods nust be witten on the or-
der, both for the supplier and for reference in the

file.

(Handout "Do's and Dont's when ordering/receiving/paying farm sup-
plies" sunmari ses the above probl ens and suggesti ons and can be

distributed to the trainees.)

Trai nees should be prompted to refer to their own experience, and
the systemin use in their own societies, during the discussion of
t he di al ogue. Ask trainees to nention any other ordering and re
cei ving probl ens which are not covered, and to suggest how t hese

may be sol ved.
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Tape Di al ogue

Mango meets his friend Pawpaw, and finds himvery depressed. Wen they
|l ast nmet, Pawpaw was very excited about his new job managi ng the farm
supply side of the |ocal agricultural co-operative. Now Pawpaw does

not | ook excited about anything. Mango greets him synpathetically.

Mango: Hel | o Pawpaw, what's wong with you? It |ooks |like the

end of the worl d.

Pawpaw: I'"'mnot sure about the world, but I'mout of a job, and

maybe that's not all that different nowadays.

Mango: VWhat, out of a job? Wwo's dealing with the farm supply

service now? It sounded a wonderful opportunity.

Pawpaw: Cl osed down, stopped, finished! The noney ran out and

that's all there was to it.

Mango: But why, didn't the nenbers pay?

Pawpaw. Oh yes, they paid, but the society paid far nore to its
suppliers, and in the end we just had to stop throw ng

noney away.

Mango: Surely you built up a surplus, didn't you? You were not

gi ving things away, after all.

Pawpaw: Oh yes, the prices and costs | ooked all right on paper,
but the staff and the suppliers all seened to be crooked,

or fools, or both. You know what | found out, al nbst as

soon as | arrived?

Mango: No, what was that?

Pawpaw: At | east one supplier was chargi ng us for goods we had
never received, and others were invoicing us tw ce over

for the same goods, and being paid.
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Mango:

Pawpaw:

Mango:

Pawpaw:.

Mango:

Pawpaw.

Pawpaw.

Mango

Pawpaw:

BLEEP 1

That certainly is no way to run a business, but surely you

put a stop to it.

As soon as | stopped one thing, another cropped up. Sup-
pliers were bribing our warehouse people to accept sub-
st andard goods, and | ower quantities than we ordered. The
staff always said that they had no tinme to check every-

t hi ng.

BLEEP 2

Surely your godown nust have | ooked rather enmpty?

Not really, because we had enormous heaps of things we did

not want .

How was t hat ?

One supplier delivered a whol e consi gnnent whi ch we never
ordered, but we paid when he invoiced us. How were we to

know?. ... ..

BLEEP 3

and another used to regularly deliver orders tw ce,
agai n and agai n. He said it was his own despatch depart-
ment which was at fault, but we used to pay for the goods,

because they tied up with the order which we had pl aced.
BLEEP 4

It all sounds a bit of a ness. Was that all?

Ch no, | wish it was. Suppliers used to invoice us at far

hi gher prices than they should have, but of course we had

to pay, we needed the goods......

BLEEP 5



Pawpaw.

Mango:

Pawpaw:.

Mango

Pawpaw:

Mango

Pawpaw.

Mango

Pawpaw:.

Sheet 4

...... and one or two suppliers, with the "right connec-
tions", if you know what | nean, always used to get the
busi ness. Nobody seened to realise that there were other,

cheaper, sources of the sane products.

BLEEP 6

What did your nenbers think of it all?

Wl |l they did not realise exactly what was goi ng on, but
they certainly conpl ai ned when we ran out of stocks. |If
things were at all short, our suppliers just ignored our
orders or denied that they'd ever had them and never de-

livered at all.

BLEEP 7
So you had not got enough of sone things?
And it was a feast or a fam ne. Sonetimes we had not hi ng
and so we ordered nore, only to find two lots arriving the
next week, one fromthe new order and one fromthe old

supplier who we thought had forgotten all about our order.

BLEEP 8

What happens now anyway?

Wl |l they've got a big job sorting out who owes what to
whom Lots of suppliers claimthat we should return con-

tainers to them or should pay for them and nobody seens

t o know anyt hi ng.

BLEEP 9

Have t hey stopped supplying the nenbers then?

More or less, and there's lots of things in the godown
whi ch nobody will ever want. They just arrived and were

i nvoi ced and we paid. That's how our system worked.
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BLEEP 10

Mango: Welt it sounds awful. Wiat are you going to do now?

Pawpaw: I'"'mgoing to work for one of our suppliers - they know how

noney is to be nmde.



Problems Remedies
1) Overpaying suppliers. Keep copy of orders - pay
invoice only when checked
- Supplier charging for agailnst order - quaantity on
goods never received. order ticked off.
- Supplier charging twice
for same goods.
2) Subordinate staff. Compulsory routine inspec=—

Accepting lower quality/
quantity than ordered
(corruption).

tion procedures e.g.

- Representative sample wust
be checked on quality for
every delivery.

- Two people (e.g. gateman/
store wanager)must sign
for acceptance of goods.

3)

Paying for goods received
but never ordered.

Invoices to be paid against
orders only.

4)

Receiving/paying the same
consignment several tiwmes
although ordered only
once.

Delivery notes/invoices to
be checked against copy of
orders; orders to be ticked
off; 1f no unticked order
form, goods not to be ac-
cepted or to be returned.

5)

Supplier 1invoices at
higher prices than agreed.

Mention agreed price on or-—
der, check prices on in-
volces agalnst prices on or-—
ders; 1f different there
must be a valid reason given
by supplier (e.g. official
price increase).

6)

Same suppliers continue to
receive orders, despite
new alternative cheaper
suppliers.

Keep supplier file for each
itewm and tender for quo-
tation regularly (e.g.
trimestrial).
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Problems

Remedies

7) Goods out of stock because Establish winimum stock
not re-ordered in time. levels at which to order.
Suppliers deny orders at Closely follow stock level/
their own convenience for orders of goods which have
instance 1n times of reached critical stock
shortage. levels. TIf goods not de-
livered as expected supplier
to be approached. When
necessary, old order can-
celled/new order placed.
8) Double orders - double de- Old orders must be cancelled
liveries. and acknowledged by sup-
pliers before new orders are
placed.
9) Who owns ewmpties/crates/ Written order wmust specify
containers etc.? ownership/conditions relat-
ing to empties/crates/con-
tainers etc. as agreed be-
tween supplier/buyer.
10) Delivery of wrong goods Clear specifications of

because unclear/vague de-
scription or specification
on the order.

goods must be written on
each order.
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SESSION 6.1
STORAGE NEEDS
hjective To enable trainees to identify what storage requirenents
are needed as a result of the society's trading activi -
ties.
Iine: 1 - 2 hours.
Materjal : Case st udy.

Sessi on Cui de:

1)

2)

3)

Ask trainees to explain the original mstakes that led to the fol-
| owi ng problens (replace these problens with exanpl es known to the

trai nees, if possible):

- A co-operative society was unable to take delivery of fertiliser
when it was avail abl e because there was no storage space. Wen

space was free, the fertiliser was no | onger on the narket.

- A co-operative society was forced to sell nenbers' crops at a
| ower price when the rain started, because no covered storage

was avai abl e.

- A co-operative society purchased a | arge consi gnnent of seed
mai ze, but it was stored outside and started to sprout prena-

turely because of danp. Mdst of the seed was wast ed.

Clearly the managenent of the societies had not provided sufficient
storage space. Ei t her they had not planned for it, or funds had

not been avail abl e.

Ask trainees to suggest approximate cost figures for buil ding ware-
houses. btain local cost figures if possible, and rel ate these,
and rental costs, to typical society turnover and surplus. d ear

ly, storage space is necessary but it is also expensive; nanagenment

must provide what is needed, no |l ess and no nore.

Ask trainees how nuch storage space their societies have. How did

they conme to have this particular space? It should be clear that
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5)

societies are rarely in a position to plan their storage as they
woul d wi sh, since the cost of building or renting space often neans
that facilities are inadequate. Nevert hel ess, societies should
cal cul ate what they need and then use what they have in the nost
econoni cal way. They must plan to build, buy or rent as it becones

possi bl e.

Di stribute the case study and ask trainees, in syndicates, to com

pl ete the assi gnnent. Allow up to 45 minutes for this.

Reconvene the group and ask trainees to state the total space re-
qui r ed. Di scuss their conclusions and, if necessary, run through

the figures on the follow ng basis:
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Month
Item Amount Space Required

J|FIMIAIM|J|J|A{SIO|N
Maize 1,000 Bags 200 sq. wmetres |x|x X|x{x|x|%
Fertiliser 400 Bags 40 sq. metres xix|x
Seed Maize 200 Bags 20 sq. metres X|x|x
Insecticide 50 Drums 10 sq. wetres X{x
Weed Killer 100 Drums 10 sq. metres x|x|x
Rolls of Wire 100 Rolls 10 sq. metres [x|x|x{x|{x|x|x|x|x|x|x
Corrugated 1,000 Sheets 40 sq. metres |x{x|x|x|x|x|x|x|x|{x|x
Iron Sheets
Tools 200 Itews 10 sq. wetres |x|x{x|x|x|=xlx|x{=x{xix
Sundry Itewms 5 sq. metres |x{x|x{x|x{x{x|x{x|x]x
Gunny Sacks 20 Bundles 5 sq. metres X[x([x
Tractor 25 sq. wetres |x|xix|x|x|x|x|x{x|x]|x
Parking
Tmplement 5 sq. metres [x|x XX XIX|X|X{X]|X
Parking
Apples 250 Boxes 25 sq. metres |x|xix|x|x|x

(Refrigerated)

January requirement = 295 square netres 25 refrigerated
February requirenent = 315 square netres 25 refrigerated
Mar ch requirement = 325 square netres 25 refrigerated
April requirenent = 170 square netres 25 refrigerated
May requi r enent = 160 square netres 25 refrigerated
June requi rement = 160 square netres 25 refrigerated
July requirenent = 295 square netres
August requirenment = 295 square netres
Sept enber requirenent = 295 square netres
Cct ober requirenent = 295 square netres
Novenber requirement = 295 square netres
Decenber requirenent = 295 square netres

Maxi rum space required =

325 square netres + 25 refrigerated




6)

7

Appr oxi mat e cost:

325 x $ 50 = $16, 250 + $8, 125 (50% for access) = $ 24, 375
25 x $200 = $ 5,000 + $2,500 (50% for access) = § 7,500
Tot al $ 31,875

Di scuss the econonics of the apple storage proposal. Suggest that
the society pay 10% i nterest on the noney invested in warehouse

space and elicit the foll owi ng figures:

- Extra cost of refrigerated space $ 5,000

- Cost of associ ated access area 12.5 square

metres at $200 per square netre & 2,500
- Total $ 7,500
- Annual interest cost (10% $ 750
- Increase val ue appl es $ 500

This is probably not worthwhile. Before constructing the refriger-
ated space, inquiries must be nmade to confirmthe merchants’
prices, and see if higher prices can be obtai ned el sewhere either
for freshly picked apples (thus avoiding the need for construction)

or for stored apples (at a prenmiumof well over 10 cents per kil o-

granm .

Di scuss cost and benefits of providi ng warehouse space for seasonal

requi renents.

Assune the society has decided to build 295 square netres of
st or age space. The question which cones up however is: should the
soci ety not build 325 square netres as the requirenents in February

and March will be 315 and 325 square metres respectively?

Ask trainees to suggest the savings, and the costs to be considered

when taking a decision like this.
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Savings (in the event of building 295 square netres storage space

rat her than 325 square netres storage space)

30 square netres + 15 square netres (50% access) =_

45 square netres at $50 per square netre $ 2,250
Annual interest saving $ 225
Costs

Cost of 100 bags, i.e. 10,000 kg which cannot be stored for the
|l ast 2 nonths (February/March) and will have to be sold for 2 cents

per kilo | ower price: 20,000 cents or $200.

PLUS
Cost of 50 bags, i.e. 5,000 kg which cannot be stored for the | ast
! nonth and will have to be sold for 1 cent per kilo | ower price

5,000 cents or $50.

Total cost will therefore be $ 250.

Therefore, it is worth building the extra space, even if it is only

occupi ed for two nonths.
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How Miuch Space Do They Need?

The Ut opian Farners' Society had finally achieved their anbition. Ever
since their foundation they had operated from an assortnent of unsuit-
abl e and generally uneconom c rented buil di ngs. Now, however, the com
mttee had been told that the Co-operative Bank was willing, in prin-
ciple, to advance a long-termloan for the constructi on of a proper of-
fice and store. The bank officials asked for a firm proposal descri b-

ing exactly what was required.

The secretary was asked to draw up the details, and in particular to
cal cul ate the storage requirenent of the society, based on present op-

erations and future expectations.

St orage had al ways been a problem for the society, and nmany of its ac-
tivities had been curtail ed because of the shortage of space. The sec-
retary decided therefore to ignore the present facilities. He wor ked
fromthe actual quantities of goods that had to be stored to cal cul ate
the area that would be needed. He collected a | ot of information about
the major crops and farm supplies that had to be stored, together with

the quantities and approximte tim ng.

Menmber s have al ways sold their surplus maize to the society at harvest
time, wusually in July. Past experience suggested that the selling
price rose by about 1 cent a kilo for every nonth it was kept in store
(up to ten nonths). In previous years the society had been forced to
sell farners' nmize soon after harvest because no storage space was
avail abl e, but it was hoped that the new facility would nean that

hi gher prices could be obtained.

Menbers were also starting to harvest apples fromtheir new orchard.
They had been forced to sell direct to | ocal nerchants because the so-
ciety was not equi pped to handl e apples. The selling price was around
10 cents a kil ogram O her societies had found that prices could be

doubl ed if apples could be kept six nmonths in refrigerated storage

The informati on about the various comvodities and farminputs was as

foll ows:
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Iten Quantity Packaging Period of Space
Storage Required
Maize 100,000 kg | 100 kg bags | July for up to 1 sq m per pile
9 wonths of 5 bags
Fertiliser 20,000 kg 50 kg bags | April to June 1 sq w per pile
of 10 bags
Seed Maize 10,000 kg 50 kg bags | February to 1 sq w per pile
April of 10 bags
Insecti- 5,000 1 100 litre May to June 5 druwms
cide drums per sq m
Weed 4,000 1 40 litre March to June 10 drums per
Killer drums sq m
Wire Rolls 5,000 m 50 wetre year round 10 rolls per
rolls sq W
Corrugated 1,000 single year round 50 sheets per
Sheets sheets 2 sqm
Farm Tools | 200 itews single year round 20 tools per
sq m
Gunny 1,000 bundles of April to June 4 bundles per
Sacks sacks 50 sq m
Sundry year round total 5 sq m
Articles
Apples ’ 2 boxes per
(new pro- 5,000 kg | boxes of January to June | sq m, 5 high;
posal) 20 kg refrigerated
space required
Tractor year round Smx 5w
Parking
Iwplement year round Swx !l m
Parking

The secretary knew t hat

square metre to build.

netre,

ally agreed that

and so on.

as wel |

ordi nary war ehouse space cost

as involving substanti al

operating costs.

50% extra space should be all owed for

ci ety woul d need.

Assi gnnent

You are the secretary of the Ut opian Farners'

deci de how nmuch storage space the society wll

The secretary now had to deci de what

gangways,

about $50 a

Refri gerated space cost about $200 a square

It was gener-

access

st orage space the so-

Soci ety and you have to

need and why.
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SESSION 6 2
STORF | AYQUT EXFRCI SE
(hjective: To enabl e trai nees to nmake the best use of avail abl e
st orage space.
Iine: 1 - 2 hours.
Materjial . Case study, cardboard of various col ours, scissors and
squar ed paper.
. i de -
1) Ask trainees if they have ever been involved in, or responsible

for, noving into a new warehouse. Ask any who have had this ex-
perience to describe the way in which the | ocation of the various
itens was deci ded, and how successfully the avail abl e space was
used. Explain to trainees that they are to continue the exercise
which they started in the previous session. After calculating the
total space required, they now have to plan the nost effective |ay-

out for the warehouse.

Usi ng the sane syndicates as in the previous session, distribute a
copy of the case study to each trainee. Gve three or four squared

sheets, coloured cardboard sheets and scissors to each syndicate.

Al l ow syndi cates up to one hour to conplete the exercise. Explain
that this nethod of |ayout planning should be used, not only when a
new war ehouse is to be occupi ed, but al so whenever the nmanagenent
feels that the existing space could be nore effectively used.
Shortage of space is often the result of inefficient use of what is

avai l able, rather than the need for nore.

Observe syndicates at work and ensure that they are not commtting
gross nmathematical errors, or omtting fundamental aspects, such as
passageways between itens, access to doors and so on. Do not all ow

syndi cates to waste their tinme because of such el enentary m stakes.


katherine


Ensure that by the end of the session each syndicate has a com

pl eted | ayout together with suggested nunbering system If flip-

charts or OHP transparenci es are avail abl e,
transfer their own | ayout to one of these for

whol e group in the foll owi ng session.

ask syndicates to

presentation to the
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Warehouse layout Exercise

The secretary of the Utopian Farners' Society concluded that the total
space required for the society's new war ehouse was 500 square netres.
The committee had decided not to include cold storage facilities for
menber s’ appl es, since they had finalised a contract for supplying

freshly picked apples to a | arge whol esaler at a good price

The Co-operative Bank approved the space estimate, but building costs
had ri sen unexpectedly and there was a severe shortage of building nma-
terials. For a few days it seened that the new warehouse woul d be de-
|l ayed for many years while a new | oan application was prepared and na-
terial was obtained, but at this stage a suitable buil di ng becane
avai l able in a very conveni ent | ocation. Thi s buil ding was 28 netres
long by 20 netres wide, that is 560 netres in area altogether, and
there was 3 nmetres clear to the eaves and 4 netres to the apex in the
mi ddl e. There was room for future expansion on the site, the building
was in good condition and it could be bought for $20,000. The Ut opi an
Farnmers' Society grasped the opportunity, and the Co-operative Bank

qui ckly nade the necessary funds avail able and the buil di ng was pur-

chased for the society.

The committee and the nenbers were very pleased with their new buil d-
ing, and everyone wanted to vacate the old prem ses and nove in as soon
as possi bl e. Sone conmittee menbers suggested that everything shoul d
be brought to the new building the very day after the purchase was fi-
nal i sed, but the secretary persuaded the connmittee to allow at |east a
week, if not nore, for himto decide what should be put where and
whet her any changes or additional equi pnent was required to be in-

stall ed before the new buil ding was occupi ed.

Al'l this took place in January, when the storage requirenent was ap-
proachi ng its annual peak; it was clearly vital to ensure that the
nmove was nade as snobothly as possible, and to instruct suppliers to de-
liver to the new buil ding as soon as the | ayout plan was prepared. The
secretary therefore decided to prepare an outline plan and to deci de on
any wor k which was necessary on the building, so that a start could be

made with the work as soon as possi bl e.
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He prepared a rough sketch of the building, noting the | ocation of

doors, wi ndows and so on, and tried to decide what should go where and

whet her any additional work was required before goods were noved in.

Assi gnnent .

3)

Scal e the rough sketch up to fill as nuch as possible of a sheet of

squared paper, and nark in wi ndows, pillars and doors as indicated

Refer to your earlier calculations of the space required for the
itens to be stored, and deci de how the buil di ng shoul d be used.
Cut out pieces of cardboard as supplied to represent the space oc-
cupi ed by the various itemnms, and decide how they should be ar-
ranged. Mark up a copy of your squared di agram of the warehouse to

show how it shoul d be arranged.

Draw up a list of any storage equi pnent or other itens that may be
necessary and that shoul d be bought before goods are noved into the
war ehouse; ' this should include, if appropriate, a system for

identification of location within the warehouse.
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Qutline Plan of Proposed Store
for Uopian Farnmers' Society
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SESSION 6.3

STORF | AYQUT

hjective: To enable trainees (a) to evaluate their own store |ay-
out proposals, (b) to identify the major constraints in
det erm ni ng | ayout and (c) to select appropriate
st orage equi pnent.

Iine: 2 hours (excluding suggested study visit).

Material Trai nees' conpl eted | ayout exerci ses and OHP or other
| arge di agram of the "nbdel solution"” togeher with nov-
abl e pieces to experinment with alternatives.

Session Qiide:

1) Ask a representative fromeach syndicate to show hriefly their

plan, and to explain it. Encour age questions and criticism and

ensure that the foll owi ng questions are asked for every suggestion
- Is the scaling correct?
- Are windows and doors covered or left to fulfil their function?

- Is sufficient area left for receiving, unpacking, inspection and

maki ng up orders and despat chi ng goods?
- WIIl the work flow neatly in the store?

Does the superintendent's office have a clear view of all parts

of the warehouse that are security risks?

Di splay the "nodel solution" on OHP or flipchart. Conpare it wth
syndi cat es' suggestions and point out that the nodel had the fol-

|l owi ng features
Al'l wi ndows are uncover ed.

- It is possible to wal k conpletely around the inside of the outer
wall of the building, to check on potential entry points for

danp, verm ne, thieves, etc.

- The smaller faster noving itens are all conveniently situated,

none being nore than two netres from a gangway.
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- The office and counter are at the nmin entrance so that al
goods i nward and outward are under observati on. The rear door
will be | ocked and available only in case of fire so that there

can be no entrance or exit unobserved.
-  The gangways are all two netres w de.

- Possi bly dangerous and snelling itens (insecticide, weed killer)

are stored together, away from agricultural produce and seeds.

Ask trai nees to suggest what equi pnent or other facilities they

recommend should be installed in the warehouse before the goods are

moved in. Their answers should refer to:
- Shel vi ng units.
- Bi ns and racks.

- Low platforns or pallets or other devices to keep bagged itens

away fromthe floor and to allow free air circul ation

Show on the "nobdel solution" what m ght be required

- Lowplatforns or pallets to cover both bagged itemareas, i.e. 2

times 11 netres by 10 netres.

- 5 standard wooden (or netal and wood) shelving units, 5 netres

by 2 netres, for installation on the left side of the godown.

Construction of a sinple "office" to shut out the worst noise
and dust. This nmust have either | arge w ndows on both sides
| ooking into the warehouse, or have only one netre high half

wal | s.

- Construction and installation of a counter, together with notice

board and | eafl et racks.

Ask trainees to suggest how they would tell an enployee to put an
itemin a particul ar place, such as the mddle of the gal vani sed
sheet storage area. Di scuss possible | abelling systens and de-

scri be the exanpl es suggested for the "nodel solution”, nanely:

- Conpl ete floor laid out in grid pattern, Ato L covering every 2

nmetres fromthe front to the back, and 1 to 10 covering every

two netres fromleft to right. Letters and numbers, along with

gangway identification |lines, to be painted on warehouse fl oor

bef ore occupati on.
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- ltem nunbers on file and bin cards to nmatch | ocati ons, for

exanpl e: insecticide D1, D2, D3 and so on.

- Oders for picking and packing to be listed for warehouse staff
in the sequence of the warehouse, starting from Ll and working
back to A10. This will allow staff to work fromthe back of the
stores towards the front, selecting goods in sequence and avoi d-

i ng unnecessary novenent.

If time allows, discuss what kind of racks and shel ves m ght be ap-
propriate for each of the itens in the exercise. Ask trainees to
descri be the types of storage equipnent that are used in their so
cieties, together with their advantages and di sadvant ages. The

foll ow ng questions should be asked about all types of equipnent:

- What does it cost?

- How versatile is it?

- How easily can it be noved around the warehouse when necessary?
- How robust and able to stand up to heavy shocks is it?

- How effectively does it use the floor space it occupies?

If time allows, trainees should be taken to a co-operative or other

sim |l ar warehouse, in order to see how the principles discussed in

this section are or are not applied in practice.

Before the visit trainees should be divided into 3 syndi cates; each

syndi cate should be all ocated one of the foll owi ng aspects:
- security against theft and fire
- recording systens;

- shelving and handl i ng equi prrent .

Each syndi cate should present, for the aspect it is looking into

an account of its findings after the visit, following this outline
- a brief description of the storage system

- a summary of its strength and weaknesses;

- some suggestions for inprovenent.

A representati ve of the warehouse managenent night be invited to

hear the presentation and to respond to suggesti ons.
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SESSION 7.1
THE NFFD FOR STOCK RFCORDS
hjective: To enable trainees (a) to describe nmethods for record-
i ng the anbunt and val ue of goods in stock and (b) to
state reasons why such records are necessary.
Tine: 1 to 2 hours.
Material : Bl ank bin cards fromtrai nees' societies.
Session Quide:
1) Ask trainees howlong it would take themin their societies to find

2)

out the quantity in stock of a given item Are the stock quan-

tities of all itens

i medi ately avail abl e?
entered up to date?

correctly cal cul ated?

Ask trainees, to suggest the kind of problens which nay arise if so-
ci ety managenent does not know how nmuch of an item they have in

stock, or if the figure they have is w ong.

Menbers are told they can have goods which are not in fact

avai |l abl e.
Goods are not re-ordered in tine.
Excessive quantities of goods are ordered and put into stock

It is not possible to conpile a bal ance sheet, and the effective

financial nmanagenent is thus inpossible.

Ask selected trainees to describe to the rest of the group the sys-

temused in their societies to record stock novenent. They shoul d,

possi bl e, bring blank bin cards and other stationery and de-

scribe how this is used in practice.

possi bl e the systens descri bed should illustrate extrenes in

terms of sinplicity and conplexity. One should ideally be a sinple
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bin card recording no nore than the date, quantity in and out and
t he bal ance. Anot her shoul d i nvol ve several docunents with refer-

ence nunbers and so on.

Ask trainees to wite down whether they agree or disagree with the
followi ng statenents, which should be witten on the chal kboard or
OHP for easy reference. Tr ai nees should think of their own so
cieties if they feel that particular circunstances will dictate
their answers. If in doubt, they should relate the answers to a
soci ety such as the U opian Farners' Society, which was descri bed

in the previous sessions on storage |ayout. Tr ai nees shoul d al so

note down their reasons for agreenent or disagreenent.

a) Bi n cards should be kept on the shelf or bin where the goods

are stored
b) Bin cards should be kept in the office.

c) Bin cards should be filled in by the nen who actually w thdraw

or put in the goods.

d) Bin cards should be filled in by office staff.

e) Bin card entries should be authenticated by the signature of

whoever nade the entry.

f)  Bin cards should include reference nunbers to support entries

of quantities in or out.

9) Bin cards should be filled in for every stock addition or with-

drawal , even if there are several every day.

h) Bin card entries should be accunul ated and entered only once a

day or weekly.

i) Bin cards should contain information on orders outstanding for

the goods in question.

i) Bi n cards should carry a conplete description of the itemto-

gether with the nane and address of the supplier.

k) Bi n cards should record the cost of each consi gnnent added to

stock, in order to facilitate i ssue and stock eval uati on

When trai nees have conpleted their answers to the questions, ask

for a show of hands to indicate the nunbers agreei ng or disagreeing
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with each statenent. The nunber should be recorded for all ques-

tions before discussing any.

Go through the questions, obtaining when possi bl e argunents for
agreenent and di sagreenent. Opi nions may differ, but in general a
bin card should be a sinple robust document, kept in a durable
hol der on or beside the goods to which it refers. Ot her infor-
mati on can be kept on file in the office as suggested in 5.1

Preferabl e answers to the questions are thus as follows (note re-

sponses on the chal kboard or OHP)

a) Agree g) Agree

b) Disagree h) Disagree

c) Agree i) Disagree

d) Disagree i) Disagree

e) Agree k) Di sagree

f) Di sagree

If none of the trainees' exanples illustrated a sinple design, draw

a typical five colunmm |ayout for a bin card on the board.

Date In Out Balance Signature

Di scuss the kind of nmaterial to be used for a bin card (card rather
t han paper). Discuss how to keep and protect the bin card when it
is actually in use in the warehouse, i.e. when it will be on top of
or beside the itemit is listing. (e.g. provide holders for each

card, fixed to storage racks.)
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SESSION 7.2
THE NFFD FOR PHYSI CAL STOCK- TAKI NG
Ohjiective: To enable trainees (a) to identify the ways in which
routi ne stock controls can fail to provide accurate
data, and (b) to determine when and why physical
st ock-taki ng nay be necessary.
Tine: 1 - 2 hours.
Materjial : Sanpl e bin cards.
Session Quide:
1) Divide the group into syndicates and distribute to each syndicate

2)

3)

the two sanple bin cards together with a case study sheet. Allow

syndi cates up to 20 mnutes to conplete the assignnent.

Reconvene the group, and ask syndicates to list the errors. These

shoul d be:
Lnsecticide:
- Mathematical errors on 20th March and 30th March (last entry).

- Suspicious gap of no entries between the 20th and 28t h March,

al t hough insecticide appears to be issued daily at other tines.

- Unexpl ai ned and uncl ear annotations on 15th and 28th WMarch.

Boot s

- Card danaged so that entries from 21lst March to 30th March are
illegible.

- Unexpl ai ned corrections on the 13th March and 2nd April.

- Mat hematical error on 16th March.

Ask trainees to suggest all the possible reasons why bin cards may

be i naccurate.
-  Mathematical errors.

- Faulty transfer fromone card to the next.



- Damage to the card.

- Illegible witing

- Wong itens or sizes entered on the card.
- Card may be | ost altogether.

- Staff nmy forget to nake entries

- Dishonest staff may falsify entries.

Ask trai nees to suggest what the manager of the Utopi an Managers

Soci ety shoul d do. Suggestions may i ncl ude:

- Explain to staff why bin cards are inportant, and train them how

to make entries correctly.

- Provi de hol ders for each card, fixed to storage racks so that

|l ocations are always clear and fi xed.
- Start hinmself to check bin cards on a regul ar but random basi s.

- Instruct staff never to make annotations but to bring all

queries to the manager as soon as they are di scovered

- Carry out a physical stock check on all itens as soon as
possi ble, identifying and correcting errors and thus providing a

basis for future inproved operation of the bin card system

Ask trainees to suggest when stock checks should be carried out.
Nearly every institution conducts stock checks at the end of its
financial year, but others may carry them out nore frequently. The

di sadvant ages of frequent stock checks are as foll ows:
- Expense
- I nconveni ence to nmenbers because warehouse nust be cl osed.

- I nconveni ence to suppliers for the sane reason

It is probably better to carry out a conplete stock check every
year but also to check one itemevery day or week, as tine pernits,

t hroughout the year.
O her occasions when a stock check should be carried out:
- Change of manager.

- If there is a special reason for believing that the | eakage is

hi gh.
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The secretary of the Utopian Farners' Society installed what he thought
was a fool proof stock control system when the society's stock was noved
into the new godown. Every itemhad its own bin card, which was kept
with the goods. Staff were told that they nust enter every novement of
stock in or out on the card at the ti ne when they noved the goods.
There seened to be no roomfor error. The secretary was very keen to
pronote the society's services anpng nenbers, and tried to spend as
much time as possible out of the office, visiting nenbers and di scuss-

ing their needs with them

He was not di scouraged by bad weat her and one day, in spite of heavy
rain, he decided to go out. He needed a new pair of rubber boots and
asked the storenman if there was a pair of size 43 in stock. The store-
man checked the card and said that there were plenty. The secretary
went down to the godown to get a pair, intending of course to charge

themto his own account.

He found boots of all sizes heaped together at one end of the store
rack. At the beginning he had instructed that every size of every item
shoul d have its own bin card and he found the bin cards for nobst sizes
of boots on the.floor under the rack. The card for size 43 was |ying
on the rack beside the boots, since the storeman had just | ooked at
it. The card was torn, dirty and splotched with paint. There were no

size 43 boots to be found on the rack.

The secretary was nbst annoyed and the storeman was apol ogetic. He ex-
pl ai ned that since boots were not very inportant itens, and were easy
to count, the bin card had been negl ected. He produced a card for one
litre insecticide cans which was, he said, nobre typical. The secretary
took both cards to his office. He studied them and found a nunber of

probl ens and wondered what he shoul d do.

Assi gnoent
1) ldentify all the errors and opportunities for m stakes in the two

bin cards, and list them

2) Be prepared to advise the secretary on what he should do to inprove

the situation.
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Bin Card 2
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SESSION 7.3
STOCK- TAKI NG PROCFDURFS
Chiective: To enable trainees to plan and inpl enment stock checks.
Iine: 2 - 2 1/2 hours.
Material Tape di al ogue - Stock-taking.
Session Quide:
1)  Ask how many trai nees have actually directed or participated in a

physi cal stock-taking. Expl ain, if necessary, that stock-taking is
the process of physically counting all the itens in a warehouse at
a given tine, to find out exactly what is in stock. Refer to the
previ ous session, and rem nd trainees that bin cards al one do not

provide a conpletely accurate record.

Ask trainees to suggest what may be the effects on accounts of

faulty stock figures. Illustrate by the foll owi ng exanpl e:

Openi ng St ock $ 2,500 Sal es to Menbers $ 10, 000

Plus Purchases 9,500

Tot al 12, 000

Less d osing Stock 2,500

Cost of Goods Sold $ 9,500 Gross Surplus 8 500

If Closing Stock is wongly estimated to be $ 2,250
Cost of Goods Sol d $ 9,750
G oss Surpl us $ 250

That is, a 10%error in stock count or valuation can del ude nmanage-
ment and nenbers into believing that the surplus is half what it

really is (or double).

VWarn trainees that they are about to hear an account of a co-oper-
ative society's attenpt to count the goods in stock in the ware-
house. They will hear that all did not go well. They must |isten
carefully and every tine they hear about sonething that went w ong,

or a m stake that was made, they nmust quickly note it down. They



will then be asked to neet in syndicates and to construct a |list of
rul es for stock-taking, based on what they have just heard. The
syndi cate with the nost conplete list will be judged the w nner of

t he stock-taking gane.

Ensure that nenbers of each syndicate are seated adjacent to one

anot her, and that everyone can hear the tape or the reading.

Play the tape, or enact the dialogue. If trainees wi sh, repeat it
and then all ow syndicates up to 30 minutes to wite down their
l'ists. These should be completed in duplicate and carbon paper my

be provided for this purpose.

Col | ect one copy of each list and go through the various rules and
procedures, checki ng agai nst the "nodel" list. Tr ai nees need not
have used the sane words as in the "nodel™" |ist, and may have
conbi ned one or nore rules into one, or subdivided one rule into
two or nore. The words and number of points are uninportant. The
syndi cat e whi ch has nbst nearly covered all the points, plus any

ot hers, should be adjudged the w nner.

- Arrange stock-taking at a tinme when stocks are | ow

- Arrange stock-taking over a week-end or at another time which

m ni m ses i nconveni ence to nenbers and suppliers.

- Warn all users of the goods in store that the godown w Il be
cl osed for stock-taking so that they can cover their require-

ments in advance.

Warn all suppliers that the godown will be closed for stock-
t aki ng.
- Ensure that all bin cards are brought up to date and bal ances

cal cul ated as at the tine the godown is closed for stock-taking.

- Renove all bin cards fromthe goods to which they refer and

pl ace themin the office away fromthe checkers.

- Restrict entry to the godown to those involved in the counting

only.

- Ensure that absolutely no goods are noved into or out of the

godown during the stock-taking
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Di vi de checkers into groups, each consisting of two who can
count and wite plus, if possible, a |abourer to renpve, clean

and repl ace goods as they are counted.

Prepare a plan of the godown and allocate areas to each group of

checkers according to the plan.

Ensure that checkers check according to the ground plan, and not
according to any list of goods, since itens which are not listed

will thus be m ssed.

Count goods fromthe top of the shel ves downwards, to recogni se
and replace itens which may have fallen from hi gher shelves and

been replaced in the wong position.

Check off each area as it is conpleted with a chalk mark on the

shel f or floor.

Look for any goods whi ch appear to be obsol ete or damaged, and

take decisions as to witing them off or renpving them

Check and note down any danmaged storage equi pnent for foll ow up

action after the stock-taking has been conpl et ed.

Cl ean and re-organi se any shelves or itens which are dirty or

untidily stored.

Duri ng stock-taki ng never bring together any goods whi ch have
been i nadvertently stored in two or nore places. A stock check
is done according to ground plan, not according to any list of
goods. Make a note however of the wongly placed goods, so that
they can be npbved to their right place after the stock-taking

has been conpl et ed.

Add up the totals (quantities of wongly placed goods to be
added to quantities of same goods stored in the right place) and
check and sign them hefore |ooking at the totals on the bin

cards.

Checkers should wite descriptions of goods as they are counted,
and not work from pre-prepared descriptions, which may omit

itens or sizes.

Doubl e check that there is no opportunity for staff to change
bi n cards or physical results to prevent discovery of discrep-

anci es.
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Ensure that every trainee understands the reason for each "rul e".
If trainees are famliar with other procedures, ask themto explain
and di scuss t he advantages and di sadvant ages of alternative

met hods. Prepare and list a sunmary of rules which trai nees can

use when organi sing stock-taking in their own societies.
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Dial ogue

After discovering that the bin card system was not perfect, the sec-
retary of the Utopian Farners' Society decided to carry out a stock
check and to count everything in the warehouse. He found it a diffi-
cult task however and sone ot her people in the society did not synpath-

ise with his problens. One nenber was particularly irate.

Member : Look M. Secretary, they told me in the office that the

godown was cl osed today of all days, market day, when we

cone to the village to buy things. Is that how you
treat menbers? | pust have ny seed naw, and |'ve cone
to get it.

Secretary: I"'msorry, it's inpossible. We're closed for stock-

taki ng as you can see.

Menber : I"'m not sure what you mean, but |'mgoing to see the
President this very afternoon, and tell himwhat | think

of it.
Secretary: I think he'll understand, though I'mnot sure he knows.
Still, we nust get on with it. Joe, have you finished

counting those bags yet?

Joe: Not yet sir, there are hundreds of them it's the

| argest nunber we've ever had in here | should think.

Secretary: What's that horn blowing Bill?

Bill: It's the lorry fromthe fertiliser people - they' ve

brought that load of triple supers we were chasing up

Secretary: Why on earth did they have to cone today of all days?

Ask themto cone back tonorrow, will you Bill?

(Pause)
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Bill:

Secretary:

Joe:

Bill:

Secretary:

Driver:

Secretary:

Bill:

Secretary:

Bill:

Al ex:

They' ve gone away, they say they will deliver the | oad
sonewhere el se, and maybhe we'll get sone next week.

They' re not sure.

Oh dear, | hope they keep sonme for us. Anyway, we nust
get on with this job. Joe, have you got the bin card

for this insecticide?

Yes, here it is, let nme just add up the bal ance fromthe

| ast few issues...

(Pause)

.yes, that's 104 take away 4, take away 10, take away

9, that makes 81. There we are. How many did you find

Bill?

Wait a mnute, what was it? ...Ch yes, 81 - that was it.

What do you want? Drivers aren't nornally allowed into

t he war ehouse anyway.

Sorry, but |I've conme to pick up a couple of things for

the President, 1'll give you a note for themlater.

Be sure you do, we're in the m ddl e of stock-taking.

VWhat shall | count now, |I'mfinished with the insecti -

ci de?

Let's see, go on to that rack of weed killers, that's

next on the stock list.
O K., here goes, it's slow work though, they're so heavy
and you can't see what's at the back wi thout noving them

out . Where's Al ex, can't he hel p? (shouting) Al ex!

(from a distance) Yes, what do you want Bill?



Bill:

Al ex:

Secretary:

Joe:

Secretary:

Bill:

Secretary:

Joe:

Secretary:

Al ex:

Sheet 4

G ve us a hand here with these druns.

I'"'mcounting iron sheets back here, | shan't be | ong,
could you cone and wite down the nunbers for ne? I'ma
bit shaky with figures you know, because | was fighting

in the forest when you young chaps were in school
Cone on now, get on with the work. Now, what's this tin

here? Maybe it fell down from higher up, ah yes, this

looks like it, we'll put it up there.

Hey, did | count this shelf or not? | can't renenber.

Eh yes, wait a mnute, nmaybe not, anyway, count it

again, no leave it and go on.

Sonme of these drums have fallen over and are half enpty,

what shall we do about thenf

Gh, well, we'll have to think, count themas full for

now, but put themat the front so that we renmenber them

CGCosh, 1 ook here, | don't think anybody has used this

sort of chenmical for years, and it says "twel ve nonths

shelf life expiring in..." oh dear, that's three years
ago! I wonder why we've had it so long in the old
pl ace, we might as well have left it behind. Still,
shall | chuck it out?

Ch no, it's in the books so put it on the shelf and

count it. We'll decide what to do with it sone ot her
day.
Thanks for hel pi ng ne. Look, this rack is very badly

damaged where the lorry backed into it | ast nonth.

Shouldn't we get it repaired?



Secretary:

Joe:

Secretary:

Bill:

Secretary:

Joe:

O course, but let's do one thing at a tine. W re
stock-taking now, we'll think about that later. Wy are

you taking so long with that ot Joe?

The stuff is all over the place, and filthy too, |I'm

just cleaning it all up a bit.

Never mnd that now, just remenber to do it tonorrow.

Get on with the counting as fast as you can.

Look at this stuff. Isn't it the sane as the chemni cal

back there | counted hours ago? What's it doi ng here?

It 1 ooks the sane, so add it to the figure you got for

the last lot and let's nove it over there.

(to hinmsel f) Thank heavens | | ooked at the figure for
t hese boots, |I'd better add five pairs on or soneone

m ght ask awkward questions | ater on.
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SESSION 8 1
STOCK VAL UATI ON
hjective: To enable trainees (a) to distinguish between the
vari ous ways of val uing stocks, and (b) to select the
nost appropriate for any situation.
Iine: 2 - 2 1/ 2 hours.
E . i d
1) Ask trainees why it is inportant to know not only how pmany itens

are in stock, but also how nuch they are worth. Answers should in-

cl ude:

- To calculate selling prices to nenbers.

- To calculate gross surplus and profitability.
- For insurance purposes.

- To conpil e useful sales statistics.

Ask trainees to value the following stock itens (wite the details

on the chal kboard/ OHP for easy reference):

Eencing Wre - 100 Rolls

10 purchased when cost was $10 per roll.
40 purchased when cost was $11 per roll.
40 purchased when cost was $12 per roll.
- 10 purchased at current cost of $15 per roll.

Selling price to nenbers $17.50 per roll.

Allow trainees to finish their calculations. Ask for their answers

whi ch may include the follow ng figures:
- $1,000 or $10 each.

- $1,170 or $11.70 each.

- $1,500 or $15 each.

- $1,750 or $17.50 each.
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4)

5)

If any of these answers are not given by trainees, give them and
show that they are equally legitinmate. Ask trainees what the ef-
fect of differences of this order night be on (a) annual surplus

cal cul ati ons, (b) insurance clains, (c) selling prices.

Ask trainees to explain how they reached their answers. The dif-

ferent and equally correct figures arise as foll ows:

- $1, 000 Val ued at cost of earliest stock.
- $1, 500 Val ued at current cost.

- $1, 170 Val ued at average cost.

- $1,750 Val ued at selling price.

Ask trainees to suggest argunents for and agai nst each net hod of

val uati on. These may i ncl ude:

Earliest Cost

Ear

- Correct cost price for items issued if, as is normal, old stock

is used first.
- Prevents higher prices being charged to nenbers.
- Menbers can understand and agree on costs easily.
- Ad stock will remain cheap, thus encouraging nmore rapid sale.
Agai nst
- Does not provide funds for replacenent of stock at current

prices.
- Underval ues stock for cal cul ati on of surpl us.
- Costs will change haphazardly, as |low priced stock is exhausted

- Leads to overcharging in event of falling prices.

Qurrent Cost

Eor .

- Cost is actual market price, which represents today's val ue
- Allows for replacenent by repurchase.

- Insurance or sinmlar clains for replacenent are correct.
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- Value will change as costs change, so that staff and nenbers

will appreciate real up to date prices.

- Societies' surplus gains the benefit of stock hol ding.

Agai nst .

- (Ad stock will be charged at new prices, nenbers will object.
Menbers thenselves will not gain fromthe stock hol di ng by so-
cieties.

Stock will be over-valued for accounting purposes, thus arti-

ficially inflating the surpl us.

War ehouse staff nay tend to | eave old stock and i ssue new stock

to avoid nenmber conpl ai nts.

Stock profits will encourage over stocking.

Average Cost

- Total figure is the true cost of goods in stock.

- Average figure per itemapportions the benefits of stock hol di ng

fairly over all items and thus to all nembers whenever they pur-
chase.

- Total figure will be the actual ambunt of npbney invested in
st ock.

Agai nst

Compl i cated cal cul ati ons necessary to work out the cost.
- Figures will change every tine stock is delivered or issued.

Total figure will be insufficient to cover replacenent at cur-

rent prices.

Selling Price:

Eor .
- The figure can be set by managenent and changed as they w sh.

- Menbers and others are aware of the potential value of all the

st ock.
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8)

9)

Agai nst :
- Surplus is taken into the accounts before it has been "earned"

by a sale.

- A lower cost nust al so be kept for surplus cal cul ati on purposes.

Ask trainees if they can think of any other nethods. Sone organis-
ations use a "standard" cost which is esti mted by managenent at
t he begi nning of the accounting peri od. It is based on their as-
sessnent of what the average cost will be over the period. This is
difficult to estimate and nust be readjusted if inflation or other

factors nove unexpectedly.

Explain to trainees the significance of the terns L.I.F. O and
F.1.F.O
L.1.F.Q = "last in first out", i.e. the use of the | atest cost

figure (current cost) for stock val uation.

F.1.F. O

"First in first out", i.e. use of the earliest cost

for stock val uation

The use of L.I.F. O for stock valuation does not nean that stock
i ssues should be on the sane basis; the oldest itemin stock should

al ways be used first whatever value is used for charging it out.

Ask trainees which method they use in their own societies. Sone
may not know, but in general L.I1.F.Q, or current costs, should be
used. Ri sing prices are unfortunately the norm and a society
whi ch sells supplies at prices based on ol der |ower costs nmay well

not have enough npbney to replace itens sold with new stock.

Make sure all trai nees understand this.

Ensure that all trainees understand the different nethods and the
reasons for choosing L.I.F. O, by asking themto conplete sinple
exanpl es such as the follow ng, salient features of which should be

witten on the chal kboard/ OHP for easy reference.

- A society sold fertiliser to the value of $10,000 in a year at a

price of $10 per 50 kil ogram bag.



The stock and cost figures were as follows:

Sheet

3

Openi ng stock, 100 bags which had been bought for $6 each

Pur chased during the year
1,000 bags at $8 each and
100 bags at $9 each.

Cl osing stock 200 bags.

What is the surplus on the fertiliser business,

cl osing stock worth?

Using I.I. F O

Opening Stock (100 at $6 each)
Pur chases
1,000 at $8
100 at $9
Tot al

Less closing stock (200 at $9 each)
Cost of goods sold
Sal es

G oss Surplus

Thi

s includes a "stock profit" of $100.

Bags in stock/purchased during period:
Openi ng stock

Pur chased (1,000 + 100)

Tot al

Less cl osing stock

Nurmber of bags sold

(assumi ng ol dest stock goes first)
Openi ng stock, purchased at $6
Bags purchased at $8

Left: 100 bags purchased at $8 each (validated at $9;

profit $100)

+ 100 bags purchased at $9 each

= 200 bags (cl osing stock)

and what

600

8, 000

9, 500

10, 000

2,300

is the

st ock
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Explain to trainees that stock profits should be recogni sed as such
at the end of the trading periods, i.e. when the goods are actually
sol d. In spite of this conplication, L.I.F. O is, however, the

nost effective nethod of stock val uation.
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SESSION 8.2
PRI G NG
ojective: To enable trainees to set prices on itens sold to their
nmenbers

Tine: 11/2 - 2 hours.
Session Qiide:
1) Ask trainees to imagine that they nust set a price on Product X

whi ch cost their society $1 to buy. They nmust choose between $1.10
and $1. 20. Whi ch figure would they choose:

a) fromthe point of view of serving the nenbers,

b) fromthe point of view of covering the society's costs and gen-
erating a surplus?

Most trainees will suggest:
- $1.10 from nenbers' points of view

- $1.20 fromthe society's point of view

Ask how the | ower price nmight be better fromboth points of view
If trainees are unable to make any suggestions, ask themto assune
that sal es of Product X would be 1,000 units per year at $1.20.
What woul d be the total surplus generated? (20 cents x 1,000 or
$200.)

What would be the total surplus at $1.107?

Trai nees may answer $100, but ask themto consider what the effect
on the nunber of sales may be if the goods are sold at a | ower
price

Ask trainees to attenpt to work out how nmuch extra sal es would be
needed to nmake the price of $1.10 better for the society's surplus

as well as for the nenbers.

Total surplus at $1.20, 1,000 x 20 cents = $200.



To earn $200 with 10 cents margi n each, sal es would have to be

2,000 units.

If sales could be expected to double or nore than double by | ower-

ing the price, it would be in everyone's interest to do so.

4) Ask trainees to work out the answer for the follow ng sinmlar prod-
ucts by filling in the | ast colum:
Products Cost Existing Existing Proposed Necessary Volume to
Price Sales Price Achieve Equal Surplus

A $ 10 $ 12 50 units | $ 10.50 (200)
B $ 6 $ 7 300 units | $ 6.75 (400)
C 45 cents | 50 cents | 10,000 units | 49 cents (12,500)
D 18 cents | 20 cents | 15,000 units | 19.5 ceants (20,000)
E 77 cents | 80 cents | 12,000 units | 79 cents (18,000)

These figures should be placed on the chal kboard/ OHP. Before pro-
ceeding to the next point ensure that all trainees are able to cal -

culate the figures w thout assistance.

Ask trai nees what kind of products are likely to be bought in

greatly increased quantities, because of a price reduction.

Itens which nenbers are currently buying at the sane price from
i ndependent traders (a snall price reduction may bring an im

nmedi ate | arge i ncrease).

- Items which are easily substituted for another product (e.g.

cattle spray versus chem cal for dipping cattle).

Itens where the price reduction is, in itself, uninportant but
can neverthel ess greatly encourage increased usage, if effec-

tively pronoted and publicised, since everyone |ikes a bargain.

What kind of itens are not likely to sell in greater quantities be-

cause prices are reduced?
Itens which are often in short supply.

Itens which nenbers are al ready buying in reasonabl e vol une.
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- ltenms which are only of use to a small nunber of nenbers.

Ask trainees to describe how they actually set prices in their so-
cieties. Are societies free to alter prices of nbst goods or are

the prices laid down by suppliers, or by governnent regul ati ons?

In many cases the bulk of farm supplies has to be sold at con-
trolled prices. Societies have to determine their own prices only

for a small proportion of what they sell

Ask trai nees what nethods they use when deciding on prices, when

they are free to decide. Answers may be phrased in nmany different
ways but should be able to be classified into the foll owi ng cat -

egori es:
a) Add on a standard mark-up percentage.

b)  Find out what other societies or suppliers are charging, and

charge the sane.
c) Charge as nmuch as you feel nenbers will be willing to pay.

d) Charge as little as possible, in order to cover operating costs

and earn whatever surplus is deened desirable.

Di scuss the'relative nerits of each approach:

- a) is sinple but arbitrary and nakes no all owances either for
varying handling costs, or for the different stocks which

may be required.

- b) is difficult; it deprives nenbers of possible cheaper
sources of supply and may perpetuate inefficiency or extor-

tion.

- C) is not consistent with the aimof a co-operative society to

serve its nenbers.

- d is the best way, but is difficult to inplenent in practice.

Ask trainees to consider the foll owi ng probl em whi ch should be

witten on the chal kboard/ OHP for easy reference:
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Society X Farm Supply Departnent

Total operating costs per year $ 10, 000
Total sales of goods at fixed prices $ 88, 000

Cost of above goods $ 80,000

Surplus earned on fixed price goods § 8000
Bal ance of operating costs to be covered $ 2,000
Target surplus § 3000
Total extra surplus needed $ 5,000
Previ ous year's sales of free price goods $ 20, 000
Previ ous year's cost of free price goods $ 17,000
Sur pl us earned $ 3,000

Assunming that no new itens can be stocked, how can the society use

price changes to reach the necessary surplus of $5,000?

Trai nees may suggest:

I ncrease prices by 10% If volume remains the sanme this wll

yield the required $2,000 extra surplus.

Mai ntain prices, since nmenbers may buy nore and a snmall surplus
will still be earned even if they only buy as nmuch as they did

| ast year.

Reduce prices by say 5% 1f sales increase to $30,000 this

wi || achi eve the $3,000 surplus earned |l ast year; if they
increase to $50,000 this wll achieve the needed $5,000
sur pl us.

Ask trai nees how the society nanagenent can try to find out

whet her price reductions would have these effects:

By testing the effect of a few well-publicised experinental
price reductions, using the type of goods on which prices could

be reduced.

Stress that menbers' interests are not served by low prices which

lead to | osses and eventual collapse of the society. Managenent

nmust attenpt to set prices fromwhich nenbers benefit in terns of

good value and reasonable surplus for re-investnent and distribu-

tion to nenbers.
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SESSION 8 3
LSSUES AND | NVA CES
(hjective: To enable trainees (a) to appraise, (b) to plan and (c)
to operate effective systens for issuing and invoicing
goods from a co-operative farmsupply store
Tine: 1 - 2 hours.
Material Trai nees' societies' cash sale tickets, receipt forns
and invoi ces.
Session QGiide:
1) Ask trainees why it is necessary to have docunentation to contro

i ssues of goods. Why shoul d nmenbers not be allowed to take out
what they need without paper work, so long as they pay? Trainees

may suggest three nmin reasons:
a) To ensure that goods are paid for.
b) To assist with stock control and recording.

¢) To maintain records for nenbers' patronage refund.

- a) is all inportant.

- b) Correct bin card entries, and regul ar checking of bin cards
to see if stocks have fallen to re-order points, are all that

is necessary for stock control

- ¢) Nothing is gained by being able to associate issues to par-
ticular nenbers' requirenments; a sinple ticket system record-
ing only the anpbunt of nobney and the nenber's nunber, should

cover patronage refunds.

Ask trainees to describe the various ways in which (a) goods | eave
t he warehouse and (b) paynent is nade. (Apart fromthe obvious
case when a nmenber cones to buy sonethi ng and pays cash before

taking it away.)

- Goods are delivered for paynment on delivery.



CGoods are ordered to be delivered, and are charged to the mem

ber's account.

- Goods are collected by the nenber and then charged to his ac-

count.
- Goods are returned to suppliers for credit.

- Goods are supplied to other departnents of the society, and an

internal charge is raised.

Ask trainees to give exanples of situations where their societies
have not been paid for goods that have been deli vered. How have
t hese mi stakes occurred? Replies will generally fall into three
categories (exclude the situati on where goods were recei ved by and
charged to the nenber, but the nenber cannot pay because of |ack of

funds):

i) There was no clear evidence of receipt of goods by the nmem

ber, so that the charge was contested.
ii) Goods were received by but never charged to the nenber.

iii) Goods were paid for but the nbney never reached the society.

Ask trainees to suggest the basic mnimim procedure necessary to
prevent these errors and which can cover all the types of trans-

actions nentioned in 2) above.

Goods paid for and coll ected: Cash register, or witten receipt

signed by co-operative staff nenber.

Cash on delivery: Recei pt for goods signed by nenber, and
count ersigned "paid' by co-operative staff. One copy kept by

soci ety and one by nenber.

- Goods delivered and charged to nenber's account: Recei pt for
goods together with instructions for charging to acccount,

si gned by nenber when goods deli vered.
- Goods collected to be charged: As above.

- Goods returned to supplier for credit: As above referring to
supplier's account and not to a nenber's, with price adjusted

accordingly.

- Goods transferred within the society: As above, with a note of

the account to be charged.
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All ow trai nees sone fifteen mnutes to draft a suitable formto
cover all these situations. They should not refer to their own so-
cieties' paper work at this stage. Docunents should be sinple and

clear. An exanple mght be as follows:

UTOPIAN FARMERS' SOCIETY Date Jlaroh 10438
Number: 12345

Goods

40, Bogs Fertboser @ 5 | $50
AR Nire @ $45 . .15,

Received .é}¢f;nuiyb{

Mewbership . . .1’.248.

TOTAL 4, 65
Paywent
Cash Received A Drowr | . ' 15, ..
OR ]
Charge to Account é].éi“ébggk/ .. 80,
TOTAL $ 65

Ask trainees to conpare the procedure and formthat they have dis-
cussed with those used by their societies. Ask a representative
from each society present to analyse his society's system by

asking the foll ow ng questions:
Could any two or nore forns be conmbined i nto one?

Do nenbers or co-operative staff have to wite the sane infor-
mati on, nore than once, on any formor series of forns which are

filled in at the sane tinme?

Is every piece of information in every form used for sone pur -

pose?



What happens to every copy of every fornP Does sonebody do

sonething as a result of receiving each copy?

If so-called necessary forns, or copies, were quietly elimn-

ated, would anyone notice or object?

Do ni stakes still occur, in spite of apparently fool proof sys-
tems? If so, is too much trust being put in procedures and not

enough in good staff selection, training and supervision?
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SESSION 9 1
IHE NFFD FOR PROMOTI ON
hjective To enabl e trainees to explain the different reasons why
menmbers nay not buy farm supplies fromtheir co-operat-
ive societies.
Iine: 1 1/2 - 2 hours.
Material : Tape di al ogue and transcri pt.

Session @Qii de:

1)

2)

3)

Di vide trai nees into syndi cates. G ve each trainee a copy of the
background paper and ask themto read it carefully. Play or enact
the di al ogue, allowing two or three m nutes between each reply. A
copy of the witten transcript nmay al so be given to each syndi -
cate. If trainees ask for it, the dial ogue nmay be pl ayed/ enacted a

second tinme.

Al l ow syndicates up to 30 mnutes to conplete the exerci se as de-

scribed in the background paper.

Ask syndicate representatives to give their explanations for the
ten answers. Do not obtain an answer from each syndicate for each
response, unless there are significant differences of neaning, and
not nerely differing choices of words. A possible |list mght be as

fol |l ows:

- Farmer Ais mstrustful.

- Farmer B is ignorant.

- Farnmer Cis disappointed

- Farmer Dis frightened

- Farmer E is unconvinced.
Farmer F is conpl acent.

Farmer Gis insecure.
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- Farnmer His resigned
- Farnmer | is confused

- Farnmer J is convinced.

Ask syndicates to present their suggestions for how each answer
shoul d be placed on the "line of conviction". Opinions nay legit-
imately differ, but a reasonabl e suggestion is as foll ows:

l Requires

Complete
J E C G D A I B H F Conversion

Convinced ;

Di scuss the type of argunents needed to "convert" each farner.
Elicit that the further away from conviction the farmer is, the
nore pronotion will be needed to convert himinto a custoner.
Stress that consequently every farner need not pass through each

stage of the conviction and pronotion process.

Show, by exanple, why it is necessary to identify the reasons for a
menber's wi |l lingness to buy. It can be a waste of time, or even
count er producti ve, to use argunents which are appropriate for one

type of objection, to counter another.
Exanple:

It would be pretty unproductive to try to convince Farner |, for
i nstance, to buy from UFS by saying that prices of products sold by
the Utopian Farmers' Society are nmuch | ower than those of the pri-

vate traders.
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The Reluctant Menbers - Background Paper

The Ut opi an Farnmers' Soci ety has been appoi nted sol e buyer for the
staple crop of its area, so that all farmers are autonatically nenbers
of the society. Farm i nputs can still be bought from private traders.
The society has for sone tinme offered a conplete range of the necessary
farm supplies, at generally |lower prices than those charged by private
traders and with credit when appropriate. The results, however, have
been di sappoi nti ng. Only about one third of the farners regul arly buys

supplies fromthe society.

The secretary spoke to a nunber of farmers at the narket, and received
these replies. He wondered whet her an analysis of them m ght give him
sone idea as to how the society night convince menbers to make nore use

of the society's Farm Supply Service.

Assi gnnent
Listen to the ten different farmers interviewed by the secretary.

1) Choose a word which best describes the underlying reason for each

farmer's behavi our.
Exanpl e: "Farnmer X is sceptical."

Produce a simlar sentence for each farner.

2) Draw a line to represent the range of attitudes, fromtotal accept-

ance of the Society's Farm Supply Service to unawareness of the

need for such a service

‘ Requires
Complete

Convinced |
' Conversion

"Place" each farnmer's reply along this |line, according to how near,

or far, you believe themto be fromtotal acceptance or rejection.

3) If tine permts, discuss the kind of argunents which m ght be ef-
fective in persuading each farnmer to nove further to the left al ong

the line.
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Nar r at or

Secretary:

Farmer A:

Secretary:

Farmer B:

Secretary:

Farmer C
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The Reluctant Mepbers - Dial ogue

The secretary of the Ut opian Farners' Soci ety was con-
cerned that only about one third of the farnmers in the
area regularly used the society's Farm Supply Servi ce,
al though the society provided a full range of what was
needed. Prices which were generally |ower than those from
private traders, and credit was avail abl e when appropri -
ate. He interviewed a sanple of ten farners, in an at-
tempt to find out how the society could convince themto
use the Farm Supply Service. He asked each farmer whether
he bought his supplies fromthe Utopian Farners' Society,

and received ten different answers.

Farmer A, do you buy your farm supplies fromthe Ut opian

Farnmers' Society?

No, | don't. I"'mnot really sure what they're up to. It
all |l ooks too good to be true, and | ' msure that it's a
governnent trick to get nore taxes out of us or sonething

PAUSE

Farmer B, do you buy your farm supplies fromthe Ut opian

Farnmers' Society?

Surely the society only buys our crops, doesn't it? It's
a marketing society and we still have to get our supplies
where we can, don't we?

PAUSE

Farmer C, do you buy your farm supplies fromthe Ut opian

Farmers' Society?
I did get a few bags of seed fromthem |l ast year, but they
didn't do very well, naybe it was ol d stock. I don't

know, but | haven't bought anything fromthem since.

PAUSE



Secretary:

Farner D:

Secretary:

Farmer E:

Secretary:

Farmer F:

Secretary:

Farmer G

Farner D, do you buy your farm supplies fromthe Ut opian

Farnmers' Society?

I would like to, | believe they're very good, but |'ve
al ways bought fromour village traders. They are powerful
peopl e you know, and | should not like to offend them

You never know when | nay need their hel p again.

PAUSE

Farner E, do you buy your farm supplies fromthe Ut opian

Farmers' Society?

I'"ve just bought sone insecticide fromthem just to give

it atrial. I'"'mnot sure whether |1'll change over to them
conpletely, I'll have to see how it goes.
PAUSE

Farner F, do you buy your farm supplies fromthe Ut opian

Farmers' Society?

Good Lord no, I've always bought fromthe | ocal traders.

The prices seemreasonable to me, and ny little farm gi ves

me everything to satisfy ny needs.

PAUSE

Farner G do you buy your farm supplies fromthe Ut opi an

Farners' Society?

I've thought about it, but nost of the big farnmers round
me still buy fromthe traders. They are richer, w ser nen
than nme, and |'ve done all right in the past by foll ow ng

their exanpl e. I'1l just watch what they do.

PAUSE



Secretary:

Far mer

Secretary:

Far mer

Secretary:

Far ner

H:

J:
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Farmer H, do you buy your farm supplies fromthe Ut opian

Farmers' Society?

No, | don't believe in these new i deas. We have al ways
been exploited by the traders, and | suppose we shall be.
It's God's will we should have to struggle for a living

and at | east we know where we are at the nonent. Wo are

we to try and change things?

PAUSE
Farner |1, do you buy your farm supplies fromthe Ut opian
Farmers' Society?
No, | don't think I"maqualified yet. | thought | had to

deliver a certain quota of nmize for two years before

was allowed to buy ny supplies fromthe society.

PAUSE

Farner J, do you buy your farm supplies fromthe Ut opian

Farmers' Society?

Oh yes, |'ve been buying everything | need fromthe so-
ciety for over twel ve years. I get good products, at
reasonabl e prices, | can't think why everyone doesn't do

t he same.
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SESSION 9.2
PROVOTI ON METHODS
(hjective To enable trainees (a) to identify the various forns of
pronoti on conmuni cati ons available to them and (b) to
sel ect the nost appropriate nethod to overcone differ-
ent forns of reluctance to purchase goods.
Tine: 1 - 2 hours.
Session Quide:
1) Ask trainees to wite down on a sheet of paper as nany different

ways as possi ble of conmunicating with members (the ways nust nat-
urally be those which are, or night be, available to a co-operative

soci ety).

Ask trainees to nention one nethod each. Produce as long a list as
possi bl e on the chal kboar d/ OHP. Al'l the foll owi ng net hods shoul d
be nentioned, and possibly others, such as tel ephone, radio or

tel evi si on which may be avail able |ocally.
- Meeting.
- Individual contact by society's staff.
Letters.
Advertisenments.
Posters.
- Displays in the warehouse
- Denonstrations.

- Word of nouth via other farners.

Ask trainees to "rate" each method as to (a) its inpact, (b) speed

(c) coverage of |arge nunbers, (d) cost. Put a table as bel ow on
t he chal kboard/ OHP, and ask trainees to put a "1" for excell ent
(i.e. strong inpact, fast, good coverage and |l ow cost), "2" for ad-
equate or "3" for poor (i.e. weak inpact, slow, few farners covered

and expensive), by each nethod, for each characteristic. The fig-
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ures in the table bel ow are one suggestion. They should not be

shown to trainees and are only given as an indicator of what is re-
qui r ed.
Method Impact Speed Coverage Cost

Meetings 2 1 2 2
Posters 3 1 1 1
Contact by Staff 1 3 3 3
Letters 2 2 3 2
Advertisements B 3 2 2 2
Display in Warehouse 3 2 3 1
Demonstrations 1 3 2 2
Word of Mouth 1 3 1 1

Refer to the previous session. Pl ay or enact the answers by

farmers A to J over again. Stop after each answer and ask trainees
to suggest which nethod or conbination of nethods of conmunication

woul d be nobst appropriate in order to persuade the particul ar

farner to buy his supplies fromthe Utopian Farners' Society.
Opinions will differ, but a possible list of suggestions is as
fol | ows:

Farner A, mistrustful word of nouth and neetings.

Farner B, ignorant posters, letters and neetings.

Farner C, disappointed i ndi vi dual contact and posters.

Farnmer D, frightened i ndi vi dual contact and word of nouth
Farnmer E, unconvinced di spl ay and neetings.

Farner F, conpl acent i ndi vi dual contact and posters.

Farner G insecure nmeeti ngs and word of nout h.

Farnmer H, resigned word of nouth and posters.

Farmer |, confused posters and mneetings

Farnmer J, convinced di splay and nmeetings to re-affirm con-

vi ction.
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Trai nees may suggest nmeeti ngs, warehouse di splay or denonstration
for farmers who at present have no interest in the buying fromthe
soci ety. Remi nd them that an effective nethod of pronotion for
such farners nust "reach out" to them and nake an i npact, since

they will not attend a neeting or visit the warehouse.

Ask trainees which nethods of communi cation are used by their so-
cieties. How ef fecti ve are they? Are other effective nethods
avail abl e but not used? |Is effective communi cati on confined only

to those who are al ready convinced (such as those who attend an

annual general neeting)?
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SESSION 9.3
PROMOT| ON CANMPAI GNS
hjective: To enabl e trai nees to sel ect appropriate pronoti ona
met hods and effective types of nessages for pronoting
parti cul ar goods or services.
Iine: 2 - 2 1/2 hours.
Material : Case st udy.
Session QGiide:
1) The two previous sessions have focused on the jndividual who is re-

luctant to change, and on appropriate ways of reaching himor her
It is necessary to understand the vari ous reasons why nenbers nay
not behave as we would wi sh, and to know how to persuade them
Usual | y, however, a pronotional canpaign has to be planned to reach
every nenber and a different approach cannot be tailornade for each

per son.

Ask trainees to i magi ne thenselves finding it necessary to persuade
menbers to buy nore of a particular product, to use a product in a
particul ar way, to conplete a certain application procedure, or

sone other farm supply pronoti on task. Wat would they do first?

Trai nees nmay refer to the previous sessions and say that they
shoul d sel ect a pronotional nethod. Show by exanple that this may

not be correct, and elicit, or introduce, the follow ng procedure:

a) Det erm ne the objective of the whol e task.

b) lIdentify that part of the task which can be carried out by pro-
notion (as opposed to delivery, price concession, special pack-
aging or the product itself) and determ ne the objectives of

the pronotional part of the task.

c) Deci de, or find out, why nenbers are not at present doi ng what
the society wants themto do. Are they afraid, ignorant, sus-

pi ci ous, or what?
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d) Deci de what the nessage should be, and what notive it should

appeal to.

e) Sel ect an appropriate nethod or m x of nethods of conmmuni -

cation.

) Desi gn the actual poster, plan the neeting, wite the letter or
what ever .

9) I npl enent the pronotion.

h) Evaluate its effect.

Di vide trainees into four syndicates. Di stribute the case study
and allow up to one hour to conplete the assignment. If tine is
short, allocate the four problens to different syndicates so that
each syndicate only had one problemto deal wth. Ensur e t hat

trainees read all the problens before the results are presented.

Reconvene t he group. Each syndi cate should present their solution
to one problemonly. pinions will differ, and no one answer is
correct. Do not draw out the session unnecessarily by asking each

syndi cate to present every problem

Possi bl e answers m ght be:

a) The Cattle Disease

Pronmotion Ohjiective To informall farners with cattl e about

t he di sease and to persuade themto cone to the co-operative

war ehouse to | earn about the nedicine and purchase it.

Reason for present behaviour: Ignorance of the disease, or of

the possiblity of a cure.

Benefits to be stressed: Freedom from f ear.

Mediumto use: Posters and adverti senents.

Evaluation: Nunbers of farners who cone to the warehouse, in-
qui re about the medicine and actually buy it (not total sale,

whi ch may be due to a snall nunber of |arge purchasers).

b) The New Variety of Mijize

Pronotion Chjective: To encourage farners to attend denon-

strations where the new variety has been sown and is descri bed.
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Reason for present behaviour: I gnorance, m sunderstandi ng or

inertia (inactivity, resistance to change).

Benefits to be stressed: Fi nanci al gain and reputation as a

progressive farner.

Mediumto use: Posters, word of nouth, individual contact and

di spl ay i n warehouse.

Eval uation: At t endance at denonstration plots (nmenbers will
actually start growing the new maize if the denonstrations are

effective; pronotion alone cannot be expected to achieve this).

c) Low Cost Tools

Pronotion Chjective: To encourage nenbers to cone to the ware-

house and see the tools for thensel ves.

Reason for present behaviour: Ignorance of the availability of

the tools.

Benefits to be stressed: Money saving.

Mediumito use: Post ers, advertisenents and displays in the

war ehouse.

Evaluation: Nunber of inquiries about special offer tools.

d) Ceneral Sales lncrease

Pronotion Chiective: To increase (a) nunber of nenbers pur-

chasing, and (b) total sales nade to each.

Reason for present behaviour : I gnorance, fear, misunderstand-

ing or inertia.

Benefits to be stressed: Fi nanci al gain, loyalty and security

of own society.

Mediumito use: Meetings, posters, personal contact and word of

nout h.

Eval uation: Record and nonitor sales and nunbers of custoners

pur chasi ng per week, nonth or as appropriate.

6) The follow ng points should be stressed during the discussion of

syndi cates' sol uti ons:

- Pronotion al one cannot achi eve the conplete task. Its rol e nust

be clearly defined, and nust be co-ordinated with distribution,



product availability, price, training, packaging and other "in-
gredi ents" of the marketing function.

Menbers do not buy fertiliser or anything el se for the fun of
buying it. They hope that certain benefits will result fromits
use, so the pronotional message nust not "sell" the product
al one, but should stress the henefit that will be gained as a

result of its purchase.

Promoti on nust be carefully evaluated in relation to its objec-
tives. If the total task is, or is not, successfully conpleted,
promoti on nay, or nmay not, have played its proper part. It must
therefore be carefully evaluated in order to inprove future per-
f or mance. To do so, the effect of other aspects, such as prod-
uct quality, distribution or price, nust, if possible, be separ-

ated fromthe evaluation of the pronotion itself.
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The Four Tasks

The secretaries of four different farmer co-operative societies were

faced with four supply tasks.

Secretary A - The Cattle Di sease

A dangerous cattle disease is spreading quickly through the country and
a few nenbers living in outlying areas have already | ost cattle. The
Veterinary Departnent has inforned the society that the di sease can be
cured if farmers are taught to recognise early synptons and are able to
obtain and use a speci al nedicine which has to be carefully adninis-
tered over a three week period. Stock of the nedicine is to arrive
shortly at the society's warehouse, and the manufacturer's representa-
tive has instructed the head storenman on its use. The committee of the
soci ety has decided that every potentially affected nenber nust be able

to obtain and use the medicine correctly within the next four weeks.

Secretary B - The New Variety of Mii ze

The M nistry of Agriculture has recently rel eased bul k supplies of a
new vari ety of nmize, which is expected to increase yields by up to 15%
in farns of the type cultivated by the nenbers of Society B. Correct
fertilisation and cultivation is vital for success, and the society's
extensi on officer has been on a course to | earn how this should be
done. A few nenbers have heard of the new variety through the press or
radi o, and have been asking for supplies. Most have probably never
heard of it. The committee of the society has decided to attenpt to
introduce the new variety to at |east 20% of nenbers by next season and

50% t he season after that.

Secretary C - low Cost Tools

The secretary of Society C has been fortunate enough to be able to pur-
chase from a bankrupt distributor a large supply of farmtools, such as
hoes, spades, knives and rakes. The tools are of the sane quality as
those nornmally used by nenbers, and can be sold at about one third | ess

than the normal prices.

The quantity is sufficient for about one and a half years' nornmal con-

sunpti on. The purchase was made for cash, and it is inportant that the

tools should be sold quickly in order to restore the cash bal ance of
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the society. The comrittee has therefore decided to offer the tools at
one third of normal prices for six weeks only, in the hope that nost,
if not all, of the tools will be sold during this period. If any are
left, they can be disposed of thereafter. The secretary has been asked

to prepare a plan in order to achieve this.

Secretary D - GCeneral Sales lncrease

The committee of Society D is concerned that insufficient nmenbers are
maki ng use of the society's Farm Supply Service, and many of those who
do buy fromit purchase only a snmall proportion of their total needs.
The soci ety stocks nost of the inputs menbers need, and prices are very
conpetitive. Sone nenbers are possibly not fully aware of all the
t hi ngs they can buy, or have traditional connections with private
traders which are hard to break. The conmi ttee has deci ded that the
situation nust be inproved. They have asked the secretary to produce a
plan which will achieve a 50% growth both in the volume of sales and in

t he nunber of regular purchasers during the next twelve nonths.

Assi gnment
For each society, answer the foll ow ng questions:

1)  what should be the gbjective of the pronotional part of each plan?
(N. B. You need only concern yourself with pronotion, and its task

within the total task.)

2) Wiy are nenbers currently not doing whatever it is that their so-
ciety wants themto?

(i.e. not dosing their cattle, not buying the tools, etc.)
3) What benefits should the pronotion stress?

4) What nethod(s) of pronotion should be used to comruni cate the ness -

age to nenbers?

5) How should the effectiveness of the pronotion (not the whole pro-

gramre) be eval uat ed?
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SESSION 10
ACTI ON | FARNI NG AND COVM TIVENT
hjective: To enabl e trainees to apply what they have | earned to
their own  sjtuation, to develop a solution to a
specific problemw th the assistance of the group and
to commit thenselves publicly to its inplementati on by
a given tinme.
Iine: M ni mum one day (8 hours).
Session Guide:

Tr ai nees shoul d have been warned at the beginning of this course that
at the end they woul d be expected to describe a specific problemfacing
them at work, and to devel op and present a solution to the problemthat

they will inplenent on their return hone.

They shoul d have been rem nded of this constantly throughout the
course, and of the need to identify at | east one probl em which the
course will help themto solve. This final day gives themthe oppor-
tunity to develop a solution to this problem using what they have
| earned during the course and in consultation with a nunber of other
trainees, and then to present the solution to the whole group for

criticismand comment.

The problens and their solutions will of course be unique to each

trai nee and his organi sation, but typical exanples mght be as foll ows:

- Praobl em Mermbers are reluctant to buy anything fromthe co-oper
ative other than fertiliser, seeds and other itens which
are part of the society's annual credit package. The
soci ety stocks many ot her inportant supplies but nenbers

rarely buy them

Solution: | shall carry out sone sinple research through nmeetings
and interviews to identify the reasons for menbers'
failure to buy nore fromthe society. Il will analyse

the reasons, and take <corrective steps in terns of
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addi ng new itens, changi ng prices or other changes, and
shal | i npl emrent appropriate publicity programmes by

August 30th at the | atest.

- Probl em: Once a supplier has been chosen by the society, he con-
tinues to receive bulk orders alnpost indefinitely, even
t hough his service may decline and better products be-

cone avail abl e.

- Solutiaon: I shall institute a sinple procedure for supplier eval u-
ation. Every contract of $1,000 or nore will autonati -
cally be put out to tender every year. The results of
the evaluation systemwi ||l be used in the sel ection pro-
cess. Files will be kept for each product, to record
every quotation and supplier's perfornance. Thi s system

wi |l be operating by January 1st.

The time avail abl e should be divided into two secti ons. During the
first section, trainees should work in syndicates of at |east three
peopl e. Each trai nee should have a mininmumof 30 minutes to describe
his problemto his syndicate and to di scuss and develop with their ad-
vice a solution, together with a tinetable for its inplenentation.

Syndi cates should be made up, if possible, in order to exclude people
fromthe sane society, and to include a range of skills and experi -
ence. Tr ai nees should be encouraged to regard their 30 m nutes or nore
as a consul tancy opportunity, during which the accunmul ated expertise of

their colleagues is freely available to them

During the second section, each trai nee should have at | east ten mn-
utes in which to present his problemand its solution to the whol e of
the rest of the group, and to hear and react to at | east a few comments

and suggesti ons.

Even in this brief period, every trainee nust be sure to:

- Descri be the probl em

- Descri be the sol ution.

- Descri be how the solution will be "sold" to whoever is involved.

- State a specific date by which a specific part, or the whole, of

the plan will be conpl eted
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The Four Tasks

The secretaries of four different farmer co-operative societies were

faced with four supply tasks.

Secretary A - The Cattle Di sease

A dangerous cattle disease is spreading quickly through the country and
a few menbers living in outlying areas have already |l ost cattle. The
Vet erinary Departnent has infornmed the society that the di sease can be
cured if farners are taught to recognise early synptons and are able to
obtain and use a special nedicine which has to be carefully adninis-
tered over a three week peri od. Stock of the nedicine is to arrive
shortly at the society's warehouse, and the manufacturer's representa-
tive has instructed the head storeman on its use. The committee of the
soci ety has decided that every potentially affected nenber nust be able

to obtain and use the nedicine correctly within the next four weeks.

Secretary B - The New Variety of Mi ze

The M nistry of Agriculture has recently rel eased bul k supplies of a
new vari ety of nmize, which is expected to increase yields by up to 15%
in farns of the type cultivated by the nenbers of Society B. Correct
fertilisation and cultivation is vital for success, and the society's
extension officer has been on a course to |l earn how this should be
done. A few nmenbers have heard of the new variety through the press or
radi o, and have been asking for supplies. Most have probably never
heard of it. The conmittee of the society has decided to attenpt to
introduce the new variety to at |east 20% of nenbers by next season and

50% t he season after that.

Secretary C - low Cost Tools

The secretary of Society C has been fortunate enough to be able to pur-
chase from a bankrupt distributor a large supply of farmtools, such as

hoes, spades, knives and rakes. The tools are of the sanme quality as

those nornally used by nenbers, and can be sold at about one third | ess

than the nornmal prices.

The quantity is sufficient for about one and a half years' nornmal con-
sunption. The purchase was nade for cash, and it is inportant that the

tools should be sold quickly in order to restore the cash bal ance of
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the society. The committee has therefore decided to offer the tools at
one third of normal prices for six weeks only, in the hope that npst,
if not all, of the tools will be sold during this period. If any are
left, they can be di sposed of thereafter. The secretary has been asked

to prepare a plan in order to achieve this.

Secretary D - General Sales lncrease

The committee of Society D is concerned that insufficient nenbers are
maki ng use of the society's Farm Supply Service, and many of those who
do buy fromit purchase only a snall proportion of their total needs.

The soci ety stocks nost of the inputs menbers need, and prices are very
conpetitive. Sone nenbers are possibly not fully aware of all the
t hi ngs they can buy, or have traditional connections with private
traders which are hard to break. The committee has decided that the
situation nust be inproved. They have asked the secretary to produce a
plan which will achieve a 50% growth both in the volune of sales and in

t he nunber of regular purchasers during the next twelve nonths.

Assi gnment :
For each society, answer the follow ng questions:

1) What should be the abjective of the pronotional part of each plan?
(N. B. You need only concern yourself with pronotion, and its task

within the total task.)

2) Wiy are nenbers currently not doing whatever it is that their so-

ciety wants themto?

(i.e. not dosing their cattle, not buying the tools, etc.)
3) Wiat benefits should the pronotion stress?

4) What nethod(s) of pronotion should be used to conmmuni cate the ness-

age to nembers?

5) How shoul d the effectiveness of the pronption (not the whol e pro-

gramme) be eval uat ed?
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(Trai nees who are in charge of a society may feel that it is unnecess-
ary to "sell" their ideas, because subordinates will in any case do
what they are told. Tr ai nees should be warned in advance of this er-
ror. Subordi nate staff may do what they are told because they are
frightened of the consequences if they do not, but they will not nmake
their full contribution, unless they are convi nced of the advantages of

doi ng what ever has to be done.)

Tr ai nees shoul d be encouraged to arrange to neet each other at work
after the course, and if possible a series of small group consult-
anci es, based perhaps on the action conmm tnent syndi cates, should be
set up. The instructor should al so undertake to visit or otherw se
cont act each trai nee around the prom sed date of conpletion of the
plan, in order to ascertain whether or not it has been inplenented. It
nmust be stressed that this is not in order to evaluate the trainees,

but the training course itself.

If possible a brief reunion should al so be arranged, to take pl ace
after an appropriate interval. If this can be done, trainees should be
asked to state in this session exactly what they plan to have achieved
by the date chosen for the reunion, so that they can on that occasi on
conpare progress with the stated intention. This is not only a useful
eval uati on device, but, nore inportantly, the public comm tnment and
know edge of the forthconmi ng reunion will be a powerful incentive to

actual inplenentation.

The all ocation of tinme within the period will obviously depend on the
nunber of trainees and the tine available. It is inportant that what-
ever tinetable is selected, it should be closely adhered to, since
ot herwi se sone trainees may be deprived of the chance to discuss their
problemwi thin their syndicate or to present it to the whol e group.

These may very well be the nore reticent nmenbers of the group, who can

nost benefit fromthe experience.

Possible timngs are as foll ows:
- 16 Trai nees Six Hours:

Eirst Section: Three hours in four syndicates of four, each

having forty-five nminutes for discussion of his

pr obl em



Second Section: Three hours in plenary session, each trainee
havi ng approxi mately ten nminutes to present his

sol ution.

- 20 Trai nees Si x Hours:

First Section: Two and a half hours in five syndicates of four,
each trai nee havi ng about 35 m nutes for dis-

cussion of his problem

Second Section: Three and a half hours in plenary session, each
trai nee having approximately ten m nutes to pre-

sent his solution.

If nore than 20 trainees are in the group, it nay be necessary to allo-
cate nore than one full day for this exercise. This will be tinme well
spent, since this period can provide an effective "bridge" between the
course and the real world, and ensure that trainees regard the com
pl etion of the course not as the end of the training period, but the

begi nni ng of personal inprovenent on the job.





