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Preface

This training package is one of a number of training packages designed
by the ILO - MATCOM Project to assist people who plan or carry out
training for the managerial staff of agricultural co-operatives in de-

vel opi ng countries.

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

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

(i) the tasks and functions to be performed in agricultural co-opera-

tive societies in devel opi ng countries.

(ii) the common 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
Qui de for Agricultural Co-operative Managenent Training". The Quide
contains syll abuses for 24 managenent subjects and MATCOM has produced

trai ni ng packages, similar to this manual, for the foll owi ng subjects:

- Col I ecting and Receiving Agricultural Produce
Transport Managenent
St orage Managenent
- Mar keting of Agricultural Produce
- Suppl y Managenent
Rural Savings and Credit Schemes
- Staf f Managenent
Book- keepi ng and Accounti ng
Fi nanci al Managenent
- Cost Accounti ng
Ri sk Managenent
Proj ect Preparation and Apprai sal
Wor k Pl anni ng
Export Marketing

- Managenent of Larger Agricultural Co-operatives

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

The MATCOM Proj ect

c/o CO OP Branch

I nternational Labour Ofice
CH 1211 CGeneva 22

Switzerland



Jarget Group

Target groups for this in-service training programe for nmanagers

of larger agricultural co-operatives are:

(i) managers and assi stant managers of secondary agricul tura

co-operative societies (co-operative unions);

(i) managers and  assistant manager s of | ar ger primary
agricultural co-operatives which operate through a nunber
of "buying and selling points" or "branches" and enpl oy

several staff;

(iii) co-operative officers or extension staff supporting the

above target groups.

Am

The aimof the programme is to enable trai nees to manage a
co-operative union or a large prinmary society with branches

effectively.

In particular, the course should inprove the trainees' ability:
- to define the role and describe the functions of an

agricultural co-operative union or large primary society with
branches;

- to plan the activities of such socities giving due regard to

possi bl e constraints;

- to organi se such societies;

to select the right people for the right jobs, as well as to
notivate themin their jobs

- to use accounts, budgets and other financial figures as an aid

i n deci si on- maki ng;

- to pronote co-operatives;
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- to effectively work with the society's Board or Comm ttee and
to co-ordinate activities with other organisations including

Gover nnent ;

- to apply for funds, to decide on a credit policy which benefits

the small farmer and to deal with overdue | oans;

- to design and inplenent an effective marketing plan for the so-

ciety's products;
- to appraise ideas for investments ("projects");
- to plan effective staff training.
Use
The programme as described in this nanual can be used for a spe-
cialised in-service course. The conplete programe, or individua
sessions or parts of sessions, can also be incorporated in the
curriculumfor a nore conprehensive nmanagenent training programe.
Duration

The conpl ete programme, as described in this manual, consists of

57 learning sessions. Session times vary from1l to 4 hours. The

total programme will take approxinately 140 hours, or around 4
weeks, depending on the qualifications and experience of the
trai nees and the hours worked each day. The tinme may well be ex-
ceeded, and each instructor must decide on the likely duration in
vi ew of |ocal conditions. A tinetabl e should be prepared accord-

ingly.

o I

The progranme is based on the assunptions that training i s expen-
sive and that noney for co-operative nanagenent training is
scarce. Therefore, it |ooks upon training as an investnent, and
unl ess the training yields results, the return on the noney in-

vested in it will be nil



On their return hone fromthe training progranme, the trai nees
shoul d be able to show concrete results of inproved managenent
In order to prepare and equip the trainee to achieve this, the
programre has adopted a highly active |earning approach through
the use of "participative" |learning nethods and a built-in action

conmi t ment .

Trainees will not |earn about managenent in a general and passive
way. Their day-to-day nmanagenent problens have, as nuch as pos-
sible, been translated into realistic case studies, role plays and
ot her probl emsol ving exerci ses. Trai nees (working in groups and
on their own) will learn by solving these problenms as in rea

life, with the necessary assistance and gui dance fromthe trainer

who will act nore as a "facilitator" of learning than as a |ec-

turer.

Every trainee, even if he or she has never actually managed a co-
operative society, has sone ideas and suggestions fromwhich the
others can |earn; if any or all of the trainees have managenent
experience they can contribute a great deal to the learning of the
ot hers. This nmaterial 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 at ed

know edge that each brought to the programre.

This sort of shared learning is in fact always nore inportant than
t he know edge that you, the instructor, or the naterial init-
sel f, can contribute. If you do no nore than allow every indivi-
dual to put in what he knows, and to learn fromwhat the others

know, you will have achieved a great deal

Renmenber that know edge is like fire, you can share it with other
peopl e wi thout | osing anything yourself. You shoul d treat each
trainee 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 to

draw out, or "elicit", these contributions.

The built-in action conmtnent will give each trainee the oppor-
tunity of using the know edge and expertise of his coll eagues in

the training programme to find a concrete and acceptabl e solution
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to a specific nanagenment problemhe is faced with - a solution to

which the trainee will comit hinself for inplenentation

Structure

The programme is divided into el even TOPICS and each topic is
covered by a nunber of SESSIONS (see table of contents on pages

X-X1). The following naterial is provided for each session

- a session guide for the trainer (yellow pages), giving the ob-
jective of the session, an estinate of the tine needed and a
conprehensive "plan" for the session, including instructions on

how to conduct the session

- handhouts (white pages) of all case studies, role play briefs,

etc., to be reproduced for distribution to the trainees.

a0t | I :

Before "using" the progranme in a real training situation, it wll

probably be necessary to adapt it. This can be done as foll ows:

Read through the nmaterial and deci de whet her

- the progranme can be run as it is;

- only certain topics or sessions should be used;

- new topics and sessions should be added.

Your decision will depend on the training needs of your trainees

and the neans you have at your di sposal

Carefully read through the sessions you have deci ded to use.
Check the subject matter in both the session guides and the hand-
outs. Modi fy themto include |ocal currencies, nanes, crops and
S0 on. Such adaptation will help trainees identify thensel ves
more easily with the people and the situations described in the
handouts and will increase inpact and effectiveness of the train-

i ng programre.
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Do not feel that this manual is |ike a book which contains the
only answers. It is nerely a collection of suggestions and ideas,

whi ch you must adapt, nodify, use or reject as you think fit. The
best users of MATCOM naterial are those who can change it the
nost, and the best evidence that you are using it properly will be
the anpbunt of changes, additions and anendnents you have yoursel f

witten into this copy.

: I o L al

Handouts constitute an inportant part of the training materi al
used in the progranme. They can be reproduced fromthe origina

handouts supplied in the ringbinder, after the necessary adapta-

tion has been made. Reproducti on may be done using whatever
met hod i s avail abl e: stencil, offset printing, photocopy, or
ot her

The only item of training equiprment which is absolutely essential
is the chal kboard

Some suggestions for visual aids are given in the session guides.

If flipcharts or overhead projectors are avail able, you should

prepare these aids in advance. If they are not avail able you can

still use the chal kboard.

The Pre-Course questionnaire should be sent to the trainees in ad-
vance. Trai nees should be asked to conplete it and hand it in at

t he begi nning of the training programe.

Trai nees should also be inforned in advance to bring exanpl es of

the followi ng documentation fromtheir society:

- organisation structure and sanple job descriptions (see ses-
sions 1.9 to 1.11);

- sets of accounts (see session 3.5).

Preparing Yourself

Some trainers may feel that material of this sort nmeans that they

need only spend a few m nutes preparing for each session. This is
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not the case. You shoul d go through the foll owi ng steps before
conducting any course which is based wholly or in part on this ma-

terial:

1. Read session guides and handouts carefully; be sure you
understand the content, and that you envi sage what is in-
tended to happen in the classroom

2. Work through all the cal cul ati ons; be sure that you under-
stand them conpletely and try to predict the errors that
trainees are likely to nake, and the different answers which

may not be wong, but which will be worth follow ng up

3. Work through the case studies yourself, and try to predict
all the possible anal yses and answers which trainees may comne
up with.

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

exanples as you can to illustrate the points that are raised.

5. Plan the whol e session very carefully; try to predict ap-
proxi mat el y how many minutes each section of the session is
likely to take, and nmake the appropriate nodifications to fit
into the time that you have available. Do not take the sug-

gested time at the beginning of the session too seriously.

10. Conducting the Progranme

Wil e using the naterial, you, should try to observe the follow 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 not put themin

rows so that the only face they can see is your own.

2. Be sure that the sessionis clearly structured in the
trai nees' mnds; outline the structure at the beginning,
followit or say that you are diverging fromit, and sum

mari se 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.
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11.

12.

13.

14.

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

t hensel ves, suggest.

Avoi d, whenever possible, telling the trainees anyt hing; in
a successful session all the points will have been elicited

fromthemby skillful questioning.

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

make the point yourself if all else has failed.

Use silence as a weapon; i f nobody answers a question, be
prepared to wait for 20 or 30 seconds in order to enbarrass

sonebody into naking an attenpt.

Avoi d tal king yoursel f. Trainees' discussion and suggestions
shoul d occupy around three quarters of the total tinme; ask

listen and guide rather than talk. (The nore you yoursel f
talk, the nore you are revealing your own insecurity and ig-
norance of the subject, in that you are not willing to risk

guestions or comments wth which you cannot deal.)

Never ridicule a trainee's answer or suggestion; there is
bound to be sone nmerit in it sonmewhere, and the very fact

that he or she has put forward a suggestion is comendabl e.

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 comment. You are the facilitator, not the

source of know edge

Wite trai nees’ own words on the chal kboard whenever pos-
sible; do not followthe words in the material, even if they

are nore precise

Be prepared to act as "Devil's Advocate"; there are usually
no right or wong answers to nmanagenent questions, and

trai nees nmust see and understand both sides of every issue

If trainees appear to be following a quite different track
fromthat suggested in the material, do not dism ss this out

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

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

t oo much
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12.

15. Be sure that everybody understands what is going on; do not
all ow t he discussion to be taken over by the few who under-

st and.

16.  Be dynanic, lively and active. Mve around, wal k up and down
the classroom and generally keep everyone alert to your

physical activity.

Eval uation

A model topic evaluation formis included under Session 11.2.
Preferably ask trainees to evaluate each topic i medi ately after

dealing with it.

Eol | ow up

It is recormended that you or other resource persons arrange to
contact the trainees after six nonths, to see how well they are
doing with inplenenting their "action com tments". The course -
not the trainees - should be evaluated by the success trainees

have had in the inplenentation of their comm tnents.
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SESSI ONS

1

WHO SHOULD DO WHAT
AND WHEN?

O ficial opening and introduction to
t he programre

1.2 I ntroduction, identification of group
problems, expertise and expectati ons
1.3 Identification of tasks and objectives
in the rural conmunity
1.4 Di scussi on of tasks and objectives:
t he probl em of allocation
1.5 Al l ocation of t asks to private
farmers, busi nesses, governnent  and
t he co-operative sector
1.6 Di scussi on of allocation and agreenent
on uni on functions
1.7 Setting priorities initial plans and
identification of constraints
1.8 Discussion of priorites and plans
agreenment on a sequence
1.9 The probl em of organi sation
1.10 Organising the union and a depart nent
of it
1.11 Discussion of alternative ways of or-
gani si ng the union
2 THE R GHT PECPLE 2.1  Introduction to job descriptions and
FOR THE RI GHT JOB job specifications
2.2 Witing a job description
2.3 Witing your own job description
2.4  Shortlisting candidates for a job
2.5 I nterviewi ng job candi dates
2.6 Di scussion of shortlists and interview
concl usi ons
2.7  Knowi ng yoursel f
2.8 Mot i vati on
2.9 Dealing with discipline and notivation
probl ens
3  HOWFI GURES CAN 3.1 Using figures in decision-making
HELP 3.2 The bal ance sheet
3.3 Fi nanci al apprai sa
3.4  Appraisal of a Union's accounts
3.5 Di scussi on of accounts appraisa
3.6  The need for budgets
3.7 Cash budgets
3.8 Setting budgets
3.9 Devi ati ons from budget
3.10 Identification and | ayout of financia
reports
3.11 Reports and control systens
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4 PROMOTI NG CO- 4.1 How to start a co-operative
OPERATI VES 4.2 "Selling" co-operation
4.3 How to revive a co-operative
5 DEALI NG W TH 5.1 The manager and his conmmittee
OTHERS 5.2 Conmittee pressure
5.3 "Selling" to the committee
5.4 Co-ordination with other organi sations
5.5 Co-ordi nation probl enms
5.6 The rol e of governnent
5.7 Drafting a job description for the
governnment and the co-operative sector
6 ACTI ON LEARNI NG
7 CREDIT 7.1 The solicitation of funds
7.2 Large-scal e or snall-scal e?
7.3 Repaynents behi nd schedul e - bad debts
8 MARKETI NG 8.1 The marketing concept and the market -
ing mx
8.2 Channel selection and the pronotional
m x
8.3 Presentati on and di scussion of a mar-
keting proposal
8.4 The pricing game
8.5 Export marketing
8.6 Presentati on and di scussion of an ex-
port marketing proposal
9 APPRAI SAL OF 9.1 Proj ect appraisals: why and how?
PRQIECTS 9.2 Proj ect apprai sal exercises
9.3 Di scussi on of project appraisal exer-
ci ses
10  TRAI NI NG 10.1 Training: needs, objectives and
met hods
11  ACTI ON LEARNI NG AND 11.1 Action learning
EVALUATI ON 11.2 Programme eval uation and concl usi on
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Seminar for

Managers of Larger Agricultural Pre-course Questionnaire

Co-operatives

.
NaAME . sttt eeeooessssssssseeseossoosssosssssssssssssssessssssssensossscnsses

Position and Employer:

L I I I A I I I e I I I I I I I R I I R I R L I R R R R N S S S A ST Y

What part of your work do you enjoy the most?
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What part of your work do you dislike the most?

L I I I I O L I I R I I I R R I R I I I I R I N A A A A A R )

Describe, very briefly, one or more problems which are facing you at

work at this time:
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Complete this sentence. "As a result of attending this training pro-
gramme, I hope that I shall be able to
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© 5 99 006 0000050000000 2500000000000 000 0000000000000 000900600000s00s0sessee

Please bring with you copies of annual reports or any other documenta-
tion which will help you to explain your job, and your problems, to the
other members of the group. More in particular we would like you to

bring, if available from your society:

- organisation chart and sample job descriptions;

sets of accounts (balance sheets, trading or profit and loss ac-
counts, budgets).
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who should do what
and when<

Pre-course Questionnaire
Session 1.1: Official Opening and Introduction to the Programme

Session 1.2: Introduction, Identification of Group Problems
Expertise and Expectations

Session 1.3: Identifications of Tasks and Objectives in the Rural
Community

Session 1.4: Discussion of Tasks and Objectives: The Problem of
Allocation

Session 1.5: Allocation of Tasks to Private Farmers, Businesses,
' Government and the Co-operative Sector

Session 1.6: Discussion of Allocation and Agreement on Union
Functions

Session 1.7: Setting priorities, Initial Plans and Identification of
Constraints

Session 1.8: Discussion of Priorities and Plans: Agreement on a
Sequence

Session 1.9: The Problem of Organization
Session 1.10: Organizing the Union and a Department of it

Session 1.11: Discussion of Alternative Ways of Organizing the Union
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Sheet 1

To denonstrate the critical inportance of effective
co-operative union managenent* and of this training
programre, and thus to ensure maxi mum conmitnent by

partici pants.

To ensure that all admnistrative matters are dealt

with, so that no personal uncertainties remain to

distract trainees fromthe programe.

To ensure that all trainees are aware of the object-

ives of the programme and of their responsibilites.

1 to 2 hours

Partici pants shoul d have conpl eted the pre-progranme

questionnaire before this session. It should be re-
turned to the instructor during the session. Ti me
tables, lists of participants and contributors and ot her

docunent ati on shoul d be distributed at this tine.

The terms "co-operative union" and "nenber societies" are used

t hroughout the material. In case the programe is run for "larger

primary societies" with "branches" or "outlets", term nol ogy shoul d

be changed accordingly.
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Openi ng Speech

If a prom nent guest is to open the programme, this can be a val uabl e
denonstration of its inportance. The formal openi ng should be brief
and to the point. The speaker nmay wel cone gui dance as to the content
of his speech, and should be asked to stress and, if possible, to quan-
tify the inportance of co-operative unions in the econony, and to point
out that they nust be well managed |ike any other institution. They

must serve their "custoners" as well as possible, that is the people
who buy the products they handle, their nenber societies and their nem

bers, and society as a whol e.

R

It is vital fromthe outset to stress that the progranme is intended to
enabl e participants actually to do a better job on their return hone.
"l mproved attitudes" or "a broader view' may indeed result, but these

are only neans to the end of practical inprovenent.

If time allows, go through the tinetable, stressing the positive action
i nplications of each topic. Rem nd participants that they will be ex-
pected before the end of the programme to have deci ded on at |east one
maj or i nprovenent they are going to inplenent on their return hone, and
that they will be expected to comrit thenselves personally to this.
Their success in inplenenting it will be ascertained at a | ater date,

and this will formthe major input to the evaluation of the programe.

Learni ng Met hods

Poi nt out that the participants as a group have an enornous weal th of
experi ence of co-operative union nanagenent and practical ideas for its
i nprovenent . The purpose of the programme is to enable themto share
t hese experiences with one another, so that each can go away with some-
t hi ng approaching the total of the whole group's insights and abili -
ties. They nmust expect the answers fromthe instructors. They know

far nore about managi ng a co-operative union than any instructor, be-

cause they are doing it. The instructors' role is to guide and struc-



Session 1.1
Sheet 2

ture the discussion and to draw out from each participant the maxi mum

contribution to shared | earning for the whol e group

Poi nt out that the tinetable covers only the formal parts of the pro-

gr ame. Many hours will have to be spent on individual reading and
preparation, and all will suffer if anyone fails to do this. The pro-
granme as described in the timetable is provisional. It must be nodi-

fied according to participants' w shes.

Adni ni .

Ensure that all participants are fully briefed on adninistrative de-
tails such as the tinme and pl aces of sessions, eating and financial ar-
rangenents, facilities for private study, nedical facilities, mail,

| aundry and so on.

Stress that the programme is for participants' benefit. They shoul d
feel free to comment on or suggest changes to any aspect of the con-

tent, learning nethods or adnministrative arrangenents.
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Session Qiide:

To identify the interests, problens and experience of
the participants, so that all nay have a cl ear view of
what they are trying to achi eve and what resources are

avai l able within the group

1 to 2 hours

Conpl et ed pre-programe questionnaires should if pos-
si bl e have been collected well before this session and
careful ly anal ysed as to the probl em areas and expert

i se. These should be used to stinulate discussion and

to encourage participants during the session

Each partici pant should be given about five mnutes to introduce him

sel f. The introduction should include:

1) The nane by

whi ch he prefers to be addressed infornally.

2) His organisation and title.

3) A brief statenent of what he actually does.

4) The type of

probl ens whi ch give himthe nost trouble.

5) The achi evenments of which he is npbst proud.

Advance anal ysis of the pre-programe questionnaire should have identi-

fied the major enphases in ternms of perceived training needs and parti-

cul ar strengths.

As participants go through their brief presentation, they should be

pronpted to in

Their probl ens

clude anything relevant which appeared in the form

and strengths should be sumari sed on the chal kboard,

following, if possible, the structure of the tinmetable.
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Ensure that even the | ess experienced participants are recogni sed and
that each is seen as bringing sone particul ar expertise to the

progr anmme.

Go through the tinetable relating the needs to the topics covered, and
di scuss possi bl e changes which may appear to be suggested by the analy-

sis of needs.

Reaf firmthat the group's accumnul ated expertise is an unrivalled source
of experience, practical |essons and successes. The aimis to draw

this together and nmake it available to all

Expl ai n the group and plenary met hod of working, and divide the parti-
ci pants into groups, which should give each group of four or five nem

bers a fair mx of the specialised expertise already identified
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SESSION 1.3
LDENTI F| CATI ON COF TASKS AND CBIFCTI VES
LN THF RURAI COVMINITY
hjective To enable participants in groups to identify the criti-
cal activities which have to be perfornmed in an agricul -
tural econony, and to define objectives, wthout refer-
ence to any preconceived institutional franmework.
Iine: 1 to 2 hours.
Material Profile of Al pha Region.
Session Quide:
1) Distribute the Alpha District Profiles to participants in groups

and ask themin their groups to identify all the possible econonic
activities which might conceivably be undertaken by the co-opera
tive sector, either at the primary or secondary | evel. They

should npat restrict thenmsel ves to those econonmic activities which

are so undertaken in their own or any other countries.

Ask the groups to attenpt to state by each economic activity the
ki nd of objective which should be ainmed at by what ever organi sa-

tion perforns it, in order to naxinise rural welfare.

As the groups are working on their assignnment, ensure that they
are including as many econom ¢ activities as possible and not just
those which are normally in their experience undertaken by the co-

operative sector

1
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Sheet 2

The Activities that mist be Perfornmed

The attached information provides a profile of "Al pha Region" sum
mari sing the major activities and outlining some of the problens pre-
sently bei ng experienced. The informati on does NOT say who owns and

controls the various activities, nor does it |list these activities in

terms of what nust actually be done.

You are required to produce a list of all the econom c activities which
nm ght concei vably be carried out by the co-operative sector. You
should not [imt your list to those econonic activities which actually
are carried out by co-operatives in your country, nor to those which
you think should be carried out by co-operatives, but you should |ist
every economic activity which you can imagi ne m ght ever be carried out

by a co-operative of sone sort.

The objective of this stage of the exercise is not to decide what the

co-operative sector should do; that will followin |ater sessions.
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Total popul ati on: 300, 000 of which rural population is 250,000
Age Range: 49% 0-14 years old

48% 15- 64 years old

3% 65 years old and over

Rural Househol ds: 40, 000

Landl ess: 5,000 househol ds
Less than 0.5 hectares: 4,500 househol ds
0.5 to 1.5 hectares: 6,500 househol ds

1.5 to 2.5 hectares: 11,000 househol ds
2.5 to 3.5 hectares: 8,000 househol ds

3.5 to 4.5 hectares: 4,000 househol ds
Over 4.5 hectares: 1,000 househol ds
Tot al 40,000 househol ds

Not e: 30 farnms of over 200 hectares each are owned by aliens who are
gradual ly | eaving the country; this land will then have to be

farmed by | ocal farners.

Literacy: 20% of adults

Communities: 400 villages
10 snmall towns, average popul ation 2,000 each.

1 district headquarters town, popul ation 30, 000.

Popul ation Gowth: Annual increase 2.5% (Urban increase 7.5%

Rural Areas 2%

Total Area: 10,000 square kil ometres

Agricultural Credit: 30% of farnms over 2.5 hectares are in receipt of
institutional credit.
5% of farns under 2.5 hectares are in receipt of

institutional credit.
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Non- Farm Activities: Region Headquarters Town:

- Wholesale and retail trade
- lron founding
- Metal works
- Wod works
Rai | way repair yard
Printing works
Pl astic noul di ng
Garment manuf act ure
Textil e spinning
Road transport
Al'l normal snall-scal e services

Covernnent offices

Small Town Centres:

Retail trades
Carpenters

Bl acksmi t hs
Met al workers
Repai r shops
Tailors

Road transport

Gover nnent of fices

Village Centres:

Retai|l trade
Tail ors

Cccasional carpenters or blacksmths

Rural Areas:

Tradi ti onal hand weavi ng and bl ankets manu-

facture



No. of Average
Crop/Animals | Farmers | Area/No. Major Inputs Labour Requirement
Involved {Per Farmer Required
Irrigated ricef{ 15,000 0.5 ha. [Seeds, seedlings, April and September
fertilizer, water, jplanting, August and
insecticides. March harvest, cul-
tivation throughout.
Dry rice 25,000 1.5 ha. |Seeds, fertilizer, |April planting,
insecticides. September harvest.
Cotton 4,000 3 ha. |Seeds, insecticides,|March planting,
fertilizer. February harvest,
frequent spraying.
Vegetables 35,000 0.1 ha. |Seeds, insecticides.|{September planting,
March harvest.
0il seeds 3,000 2 ha. |Seeds, fertilizer. {March planning,
February harvest.
Cows 12,000 2 Breeding stock,A.I.,{Steady.
feed, veterinary
services.
Goats 23,000 6 nil Mainly children,
steady.
Chickens 25,000 10 Chicks, feed, veter—|Mainly women, steady.
inary services.
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. | Ani
Annual Annual Marketed Processing
Crop/Animals Production Production Required Markets
Irrigated rice{15,000-25,000 tons|}5,000-15,000 tons{Milling. Local, some
export.
Dry rice 20,000-35,000 tons 0-10,000 tons|Milling. Local, some
export.
Cotton 25,000 tons 25,000 tons Ginning, baliang|Export of
' plus some spin-{raw cotton,
ning and weav- |{some local
ing. textiles.
Vegetables 35,000 tons 4,000 tons Washing, grad— |Local.
ing, some pack-
ing.
0Ll seeds 3,500 toms 3,500 tons Crushing, pack-|Export.
ing.
Cows 9,600 tons milk 2,000-4,000 tons{Pasteurisation,|Local, small
milk separation, butter ex—
bottling. ports.
1,000 tons meat 500 tons meat Slaughtering, {Local, some
freezing exports.
Goats 1,000 tons meat 100 tons meat Slaughtering. |Local.
Chickens Eggs 1-2 million Grading, pack- |Local.
ing.
Meat 200 tomns Dressing, Local and
freezing. export.




Crop/Animals

Major Problems

Possible Innovations

Irrigated rice

Pump breakdowns, water
shortages.

Higher yielding varieties,
tractor ploughing and
harvesting.

Dry rice Erratic rainfall. Higher yielding varieties,
tractor ploughing and
harvesting, irrigation.

Cotton Diseases., Improved spraying, irriga-
tion,

Vegetables Poor quality. Better varieties, ferti-—

lizer, irrigation.

0il seeds

Erratic prices

Spraying.

Cows Diseases, erratic milk Improved breeds, regular
supply, hides unmarket- dipping, better feed, en-
able closures, feed lots.

Goats Low yield, over grazing. Improved breeds.

Chickens Disease, low yields, low Improved breeds, better

demand for eggs and meat

feeding, intensive enclosed
rearing.
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hjiective To enabl e trainees

4)

(i) toidentify the broad spectrum of economic activi-

ties which m ght conceivably be perforned by the
co-operative sector and the type of objectives ap-

propriate to them and

(ii) to evolve a generally agreed |list of such economc

activities.

Tine 1 to 2 hours.
Session Quide:
1) Invite a spokesman from each group to go through the list of eco-

nom c activities which they have identified. Wite a consolidated

list on the chal kboard as each group gives its list.

Elicit by suitable questions any econom c activities which have
been onitted by all the group. The list given in the guide for

Session 1.6 may be used as a checkli st.

Li st and di scuss the type of organisations that could carry out
the listed economic activities. Li st and di scuss positive and

negative features of each type of organisation

Ensure that each group, preferably each nenber, has a copy of the
list of economic activities which has been produced as a result of

each group's contributions
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ALLOCATI ON OF TASKS TO PRI VATE FARMERS, BUSI NESSES,
COVERNMENT AND THE CO- OPFRATI VE SECTOR

Chjective: To enable trainees to allocate economic activities to
appropriate institutions on the basis of the nature of
the activities and likely strengths and weaknesses of

the institutions.

Iine . 2 to 3 hours.

Materjial Profile of Al pha Region and |list of econom c activities

produced in Session 1.4

Session Quide:

Divide the participants into the sane groups as those used for Session
1.3 and ask themto allocate the economic activities of which they

shoul d now have a conmon |list to one of the follow ng types of organi-
sation:

- I'ndividual farmers

- Private business

- CGover nnment

- Primary co-operative societies

- A co-operative union

Stress that the allocation should be made not so nmuch on the basis of
what happens to be done in their own countries, nor on the basis of any
particul ar ideology, but as a result of an objective assessnment of the
types of activities for which each type of organisation is the nost ap-

propri ate.

Ensure that each group produces a table allocating every econonmic acti -
vity to one of the five types of organisation. Clearly a nunber of al-
ternatives are possible in every case, but groups nust attenpt to pro-

duce a first choice institution for each activity, although they may



indicate other possibilities in their table. They can indicate their

first choice with an "(:)'. Al ternative choice(s) with an "X’

It should be nentioned to the groups that they have to report the gen-
eral criteria they applied when determ ni ng which organi sati ons shoul d

carry out which functions.
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DISCUSSION COF AlL OCATI ON AND AGRFEMVENT ON UNI ON FUNCTI] ONS

hjective: To enable participants to agree on a list of econonic
activities which mght reasonably be perforned by a co-
operative union, and to recogni se those argunments for
i ncl usi on or exclusion of activities within the co-
operative sector which arise nore as a result of poli-

tical philosophy than of practical considerations.

Tine: 2 to 3 hours.

Material Al pha Region Profile and groups' tables allocating the

econom ¢ activities which were prepared during Session
1.5.

Session Q@Qiide:

I f possible a blank table shoul d have been prepared on the chal kboard
or OHP to be filled in with the various groups' suggestions during this
sessi on. Wiile it is necessary for the purposes of subsequent sessions
to be agreed on a predetermined list of activities, it should be
stressed that there are no right or wong answers to this problem The
particular list of econonmic activities which will be used to formthe
basi s of the hypothetical co-operative union which is used during the
remai nder of the progranme should not be taken as the one and only cor-

rect |ist.

Ask each group to go through their reconmendati ons. Trai nees shoul d

have evolved in their groups a table as shown on the follow ng pages.

Identify the criteria by which the decision as to the allocation of

responsi bility should be made. Points nmentioned should include:

- The scal e of operation, both in terns of the equi prent and the ex-

pertise required

- The need for speed and short distances because of perishable sup-

plies.



The need for close contact either with the farnmer or with the

mar ket .
The need for economc viability or profitability.

The felt need by the initiator of the activity.

The basic point is that this decision should be based on pragmatic as-

sessnent of the situation.

VWil e reporting, it nmay be nonotonous nerely to report what was ticked
of f by the various groups to indicate what shoul d be done, and by which
organi sation. Therefore, ask one group to go through their reconmmenda-
tions and ask the others to state when they arrived at different con-
cl usi ons. Di scussions could focus on those econonmic activities which
have been allocated to different organisations by sone of the groups,
i.e. discuss what criteria have been applied and why the opinions of
the groups differ. It could also be interesting to discuss why, in
some cases, it could be an advantage to allocate an economc activity

to nmore than one organi sation.
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Primary
Individual | Private {Government |Co-operative|Co~operative
Farmers Business (Parastatal| Societies Unions

Land ownership
Cultivation X
Inputs supply X (::)
Harvesting <:j>
Irrigation @
Processing:
- Ginning X @
- Spinning etc. @
- 01l crushing X o X o
- Rice milling X X
- Creameries X @
- Slaughtering and

packing @
- Egg packing (::)
Marketing:
- Rice @
- Cotton X o o (::)
- 01l X (::)
- Milk X
~ Meat X
- Eggs @
Savings @ X
Credit @
Transport to the
processing X @

Transport from the
processing to the
customer

Personal transport

O[O,




Individual
Farmers

Private
Business

Government
Parastatal

Primary
Co-operative
Societies

Co—-operative
Unions

Storage before
processing

O

Storage after
processing

©)

Consumer goods
wholesaling

Consumer goods
retailing

Petrol retailing

Farm equipment
manufacture

Farm equipment
rental

Farm equipment
supply

OO

Veterinary services

Al

Dipping

Farm record keeping

Stock breeding

Crops spraying

Training

Adult literacy
education

020

Farm advisory
services

Vehicle and equip-
ment repair main-
tenance

Handicraft input
supplies

Handicraft

marketing

Farm purchases




Session 1.6
Sheet 3

It may be possible to "steer" the group towards a set of econom c acti -
vities which is simlar to those given in the foregoing table which are
the basis of the hypothetical co-operative union used in the renai nder
of the programe. It is nore inportant however to attenpt to identify
the particul ar strengths which each type of institution has and to re-

late these to the needs of the activities to be perforned.

It may be difficult for union nmanagers to accept that private business
people, for instance, nay be able to performsone activities better
than they can thensel ves. It is inportant however that any organisa-

tion should have a realistic view of its own capacity.
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SETTING PRIORITIES, INTIAL PILANS AND | DENTI FI CATI ON
CF CONSTRAI NTS

(hjective: To enabl e participants to recogni se the inportance of
formul ating an overall aimfor an organi sation, of set-
ting priorities, of making initial plans and of ident
fying critical constraints before beconing involved in

the adm nistrative details.

Tine: 3 to 4 hours

Material Handout "Priorities and Planning"; profile on Al pha
Regi on and lists of econonic activities produced in

earlier sessions.

Session Quide:

Unl ess serious interpersonal problens have enmerged, the groups should
be kept as for previous sessions and should work on the probl em des-
cribed in the handout "Priorities and Planning". The tasks to be com
pleted by the groups are clearly outlined in the handout (sheet 5). It
may at the beginning of this session be appropriate to point out to
participants that for the renmai nder of the programme they will be deal -
ing with this hypothetical co-operative union known as "ARCU'. They
shoul d be rem nded that the objective is not to solve the problens of
ARCU but to inprove their ability to solve their own problens. ARCU
shoul d neverthel ess be a useful vehicle for introducing and sol ving
probl ems of various sorts, but participants should continually relate
the probl ens described back to their own organi sati ons and ensure that

they appreciate their relevance to their own hone situation

The tasks outlined in the handout are very specific. The handout
shoul d be distributed well in advance to allow careful reading. The
groups should be instructed to present their ideas on flipcharts them
selves. Tine will never be sufficient but this is typical of the rea
Iife managenent situation. Groups must appreciate that they should

cone to a conclusion, and record it in witing, even if they feel that


ana


they woul d have needed far nore tinme to conplete the task as they would

have preferred

Before the group work starts it nmay be necessary to discuss the neaning

of overall aims and specific task objectives as suggested bel ow

Participants will probably have different ideas about the neaning
of words such as aim objective, goal, target and so on. Stress
at the outset that the overall aimof an organisation is to ex

press the "raison d etre" (reason for existence) of the organi sa-
tion. The overall aimis therefore the sane as the general pur-

pose of an organi sation.

Ask trainees to suggest how each of the foll owi ng people m ght

descri be the purpose of the co-operative union in their area:

the secretary/nmanager of a primary society (to support ny so-
ciety and to carry out for it such tasks as the society on its

own cannot perform;

a farnmer (to provide me with credit, farminputs and markets);
- an enployee of the union (to provide nme with a job);

- awpolitician (to act as a source of political influence and

patronage within my constituency).

These may all be perfectly valid fromthe point of view of the in-
dividual. Ask participants to wite down the purpose of a co-

operative union in a way that is valid fromevery point of view,
and not only in relation to the interests of one person or a group

of persons.

Partici pants' suggestions will probably include statements of many

different sorts, such as:

- "To inprove the welfare of the people".
- "To pronote effective co-operative activities in the region".

- "To carry out certain specific processing, marketing, credit or

supply activities"
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Ask participants to distinguish between those purposes which re-
late to ends, and those which describe the nmeans by which these

ends may be achi eved. For exanpl e:

Means: which may not always be necessary:

- To operate a processing factory.
- To market a particular crop.

- To supply particular inputs.

Ends whi ch are always valid:

- To increase farmers' incones.
- To foster co-operative enterprises.

- To contribute to national well-being

Participants may feel that statements of ultinmate ends, or overal
ains, are too general to be of any use in nanaging a co-operative

uni on. Show by exanple that a statenment such as

"The aimof the union is to inprove the welfare of farners in the
regi on by encouragi ng and assisting primary co-operative societies
and by itself carrying out such functions as can nost effectively

and econonically be carried out at the secondary |evel."

can be used as a standard by whi ch day-to-day decisions and acti -

vities can be judged. Decisions and activities may, for instance:

- advance the interests of the union itself, but not those of

menber societies or farners;

- advance the interests of particular departments or individuals
wi thin the union, but not those of the union as a whole or its

nmenber s

Ask participants for exanples of such occasions. Point out that
they can be avoided if staff at all levels are aware of and sensi -

tive to the statenent of overall ains.



Task-rel ated obj ectives nust also be stated and should contribute
towards the achi evenent of the overall aim It is inportant to
appreci ate that task-rel ated objectives may change while overal
ainms are likely to remain unchanged. Ask trainees for exanples of
co-operative or other institutions which continue to exist and to
performa function for which the need no | onger exists. Task re-
| ated objectives must be specific, peasurable and related to par-
ticular people within the organisation. Ask participants to com

pare the foll ow ng:

"The objective of this department is to start a sl aughter-

house. "

"The objective of this department is to start a sl aughterhouse
whi ch by June 30, next year will process 500 or nore head of
cattle per day, which will allow the Union to pay nenbers for
their cattle at prices which are at | east as high as those
avail abl e today and which will also cover its costs, including
those of the capital enployed, and earn a surplus for redistri-

buti on and strengthening reserves.”

Ask participants to suggest simlarly specific and nmeasurabl e ob-

jectives for:

- a crop marketing departnent;
- a training departnent;

- a farmsupply system

Remi nd participants once again of the need to state:

- overall ains (goals, purposes, ends);

specific task objectives (targets, tasks, functions).

The terminology is uninportant. Wiat matters is that everyone in
a co-operative union should know what the objective of his or her
job is, and howthis contributes to the overall aimof the organi-

sati on.
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Lanni

The farnmers of Al pha Region are not well served in nany respects; re-
search, inquiries and discussion with politicians, individual farners
and staff and committee nenbers of the few prinmary societies which are
inactive, has identified the followi ng functions which, it was felt,
shoul d be undertaken by a new secondary | evel co-operative body, to be

known as the Al pha Regi on Co-operative Uni on ( ARCU)

Eunctions to be undertaken by ARCU

Processing Marketing Supply

1. Cotton Ginnery Cotton, lint Seeds

2. Milk Dairy plant Bottled milk,

butter and cheese

3. Meat Slaughterhouse Meat -

4. Farm Inputs - - Fertilizers, seeds
animal feed, in-
secticides etc.

5. Semen Cattle breeding Semen

station

6. Transport - - Bulk transport

7. Savings and - - Savings and credit

credit services

There are two or three reasonably active primary societies in each of
the four districts, engaged in various activities. There were origin-
ally ten such societies in each district, and the noribund societies
are to be revived at the sanme tinme as the new Union is established.
The primary societies will subscribe nominal anobunts for shares in the
new Union, and will be nominally entitled to control its nanagenent,
but it is envisaged that for the first year or so at least real contro

will be vested in the manager and his comittee.

Fi nance is to be nade avail able fromthe co-operative bank, fromthe
conmmercial bank or foreign sources, or frominternally generated
savings and surplus as is |later determ ned by the Uni on managenent.

Provi di ng that any proposed investment can be shown to be viable and to
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contribute to increased prosperity of the people of Al pha Region, it is

not envisaged that finance will cause any problem

The Uni on has been legally established, with nom nal capital, and the
Act of Establishnent permits the Union to declare a nonopoly of the
supply, or marketing, of any agricultural product or service when and
if this is thought fit, subject to reasonable notice and to
consultation with local and central Governnent authorities. This right

does not of course preclude the Union fromundertaking any activity in

conpetition with other suppliers if nanagenent so prefer

The various functions which have been allocated to the Union are at
present being perforned i nadequately, or not at all, by a nunber of

different institutions. In broad outline, the situation is as foll ows.

N ket

There is one ginnery in the region, owned by a forei gner whose fanily
has been in the area for sonme generations. The ginnery is old and suf-
fers fromfrequent breakdowns, and even when operating at full capacity
it can only absorb about 75% of the regional cotton crop; the bal ance
of the cotton has to be sold outside the region; at sone expense and
i nconvenience to its growers. It is felt that a new ginnery should be

established at the other end of the region: if the existing ginnery is
properly overhaul ed the two ginneries should be able to cope with fore-
seeabl e production fromthe region. The owner of the ginnery advances

seed and occasi onal cash to sone of the |larger growers. Some co-opera-
tive societies requested and were granted the sanme facility, but in
many cases they failed to deliver cotton as required and their nmenbers
delivered direct to the ginnery or sold their cotton el sewhere. The

gi nnery owner therefore now refuses to do business with co-operative

soci eties.

The ginnery sells cotton, lint and seeds to private traders in the
capital city, and direct to sone inporters in the country from which

his owmn famly originally came.

Local farmers feel that they receive too low a price for their cotton
because the ginnery is the only buyer whomthey can reach w thout in-
curring excessive transport costs. In any case, the nearest alterna-

tive ginnery is owned by the sanme fanmly, and its prices are sinilar
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The owner of the ginnery is dissatisfied with the cotton supply situa-
tion, and is unwilling to invest in major inprovenents wthout sone as-
surance of supplies. He would be happy to sell the ginnery as a going
concern, for around $300,000. This price would be about one half the

cost of building a simlar size ginnery at present prices.

. .
The existing creanery was established by a dairy farners' co-operative
society some ten years ago. The society ran into difficulties and was
wound up, the creanery being sold to a | ocal businessman. The creanery
is poorly managed, and its products are of doubtful quality, but those
farmers who wish to market their mlk outside their own comrunities are

reasonably satisfied with the prices they receive.

A few farmers who live near the creanery deliver their own mlk. The
maj ority work through co-operative societies or informal associations

to collect and transport their nilk to the creanery.

The creamery produces pasteurised bottled mlk, butter and some
cheese. The bul k of the production is marketed in the Al pha Regi on
Headquarters Town, but a certain proportion is sold to nore distant

centres, via local creaneries which cannot obtain enough nmilk from

their owmn farners

Al'l paynents for mlk are nade nonthly in arrears. Farmers conplain of
del ays and "errors", but the price level is sufficiently nmuch higher
than the local village market price to satisfy them Oficials of the
Mnistry of Agriculture believe that farms or farners would raise qual -
ity cattle and nmarket their surplus mlk if two creaneries were avail -

abl e at each end of the region.

Meat

There are currently no nodern meat processing facilities in Al pha
Regi on. Local butchers slaughter and sell meat for |ocal consunption,
often in unhygi enic conditions, while sone farners organi se an annua
stock drive for some hundreds of kilonetres to another region, where
their cattle are bought by feed | ot operators who fatten and resel

themto sl aughterhouses.
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Al pha Region is nore or |less self-sufficient for neat, although the few
nodern butcheries in the Regional Headquarters Town prefer to buy
frozen graded neat fromthe nodern sl aughterhouses outside the region
Al pha Regi on has high potential for beef cattle raising, and it is felt
that if nobdern processing facilities were available farners would
receive higher prices and woul d be encouraged to produce nore beef for

home sal es and for the expandi ng export markets.

Stock Breeding

There is at present little demand for quality beef or dairy cattle in
Al pha Regi on. The staff of the Mnistry of Agriculture believe that
there would be such a demand if the creanery and neat processing facil-
ities were inproved, and the new Union has therefore been allocated the
task of starting and operating a cattle breeding station to raise dairy
and beef stock and to produce senen for an eventual artificial insem -

nati on service.

. I i
There are three commerci al bank branches in the Al pha Regi onal Head-
quarters Town, and one in each of the other towns. They offer nornma
banki ng services, and nmost of their custoners are traders, |arge
farnmers and CGovernment officers and enpl oyees. Sone snall farners have
savi ngs accounts. One of the banks initiated a snall farmcredit
scheme some years ago in conjunction with the co-operative societies,
but the results were very unsatisfactory and since then only a very few

smal| farmers have borrowed noney fromthe bank.

A Central Governnent Agricultural Financing Scheme provides funds for
equi prent purchase and | and i nprovenent, but only the larger farmers
are able to visit the capital city and complete the necessary formali -

ties to obtain such | oans.

About 70% to 80% of small farmcredit is obtained fromlocal noney-
| enders. They charge high rates of interest, but they are friendly,
conveni ent and available. Mney-lenders rarely foreclose on defaul ting
farmers but they roll over the debts to subsequent seasons and al t hough
the repaynent burden is substantial the noney-lenders tend only to de-
mand what they know a farner can pay w thout reducing his famly to

total starvation.
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Iransport

Four of the ten active prinary societies operate transport vehicles.

These are used to take nenmbers' produce to be processed, and to coll ect

inputs. The lorries are generally old, poorly nmaintained and are often
m sused for individual nenbers' benefits. Most transport in Al pha
Region is carried out by a |large nunber of individual operators, owning
one or two lorries each. These are fiercely conpetitive with each
other, and are unreliable, and many farnmers use vehicles belonging to
friends or relatives rather than trying to find the cheapest for a par-

ticular job.

Earm lnputs

Apart fromthe few cotton inputs provided by the ginnery, farm supplies
are generally not linked to marketing outlets. Farnmers obtain their
supplies through local retail traders. Many of these are al so noney-

| enders, but nuch of the business is for cash. The retailers in the
town buy their supplies such as fertilizers, insecticides, seeds and
animal feed either direct fromthe manufacturers or inporters, or from
one of the five privately owned whol esal e traders in the A pha Regi ona
Headquarters Town. Those farmers who belong to the active co-operative
societies buy their supplies fromtheir societies, which in turn buy
them fromthe whol esalers or fromthe manufacturers. Co-operatives in
Al pha Regi on have not been very successful, and even the better-nanaged

societies must therefore pay cash for their supplies.

The nmanager and his comitee now have to work out guidelines as a basis
for the subsequent organisation and staffing of the new Union. The

conm ttee has been asked:

1) To formul ate an overall aimfor the new Union.

2) To identify the activities that should be carried out by the Union
with due regard to their relative inportance, to the inter-
rel ati onship between themand to the Iimted capacity of the Union

and the societies.

3) To draw up an approximate tinmetable for the first five years of
the Union's life, indicating when activities should start and what

targets should be achieved. The followi ng sinple outline of a

tinme plan can be used:



Year —»
Activity I II III v v

Assi gnnent

I magi ne yourself to be a nenber of the committee and conplete the three

tasks which are |listed above.
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SESSION 1.8

DI SCUSSION OF PRICRITIES AND Pl ANS: AGRFENENT ON A SFQUENCF

hjective: To enabl e participants to identify the critical stages
in the planning process and to apply these to their own
si tuation.

Tine: 2 to 3 hours.

Material Resul ts of groups' discussions during Session 1.7.

Session Quide:

G oups should be asked briefly to present the results of their deliber-
ations during the previous session. Since the nunber of alternatives

is infinite it is inportant not to spend too nuch tinme on di scussing
the detailed reason for selecting one order of priority rather than
anot her, but to concentrate on the basic nethodol ogy of planning and on

the inportance of clearly stated objectives.

The structure of the session will vary according to the nature of

groups' conclusions, but the follow ng guide nmay be foll owed:

1) Ask each group to read out the overall aimfor the new Union on

whi ch they have agreed.

2) Discuss and briefly conpare these ains and eval uate them by refer-

ence to the follow ng questions:

- Is the aimfeasible or is it nerely a statenent of an unattain-
abl e ideal ?

- Does the aimrelate specifically to tasks which a co-operative
Uni on can achieve, or does it merely describe a state of affairs

whi ch a nunber of organisations nmust work together to achieve?

- |Is the aimneasurable; will it be possible at a given future
time for sonebody to state clearly whether or not it has been

achi eved?

Groups' suggestions will probably include statenents which do and

do not conformto these standards; if not, it nmay be necessary to
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make up extrene exanples in order to illustrate the point, such as
"TO HELP THE PECPLE" or "TO | MPROVE VELFARE".

Ainms nmust be related not to neans but to ends. The aimis not to
operate a particular processing facility or to extend credit but to
i ncrease incomes of certain people by a certain anmount, to increase

production of certain crops and so on.

Ask the group what additional information is needed to convert ains
into feasible plans. Stress the need to identify the critical con-
straints and opportunities in the environment which will affect
priorities, and ask partici pants to suggest factors in the Al pha

Regional Profile which will affect the choice of priorities.

Ask groups briefly to outline the order or priority and approxi mate
ti netabl es which they have agreed on in the previous session. Re-
fer if necessary to the content of the handout for Session 1.10
"Organi sing the Union and a Departnment of it" for possible sugges-

tions.

Discuss participants' reasons for choosing the particular pri-
orities and tinetables they have suggested. Elicit or outline the

foll owi ng planni ng procedure which may usefully be foll owed:

- Selection of priorities, based on wurgency and feasibility.
Feasibility must relate not only to physical constraints but to
people's willingness to change. The small and perhaps not par
ticularly inportant project may have high priority for its de-
nmonstration effect in that it will convince people that the

| arger nore inportant thing can and will be done

- ldentify possible alternatives, not rejecting at this stage

those which may appear at first sight to be |less attractive.

- Evaluate the alternatives in terns of their feasibility and thus
their contribution to the organisation's ainms and as a result of

this evaluation choose a preferred alternative plan of action

Deci de actually how this plan should be carried out.

If tinme allows, discuss how far ahead co-operative unions should

plan and how flexible their plans should be.
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SESSION 1.9
TIHE PROBI FM OF ORGANI SATI ON
(hjective: To enabl e participants to recogni se and desi gn organi -
sation structures which will contribute to the achieve-
ment of the aims of a co-operative union
Iine 2 to 3 hours.
E . i d

Thi s session may be structured as foll ows:

Descri be, or preferably elicit fromparticipants, situations of
i neffective nmanagenent arising fromlack of formal organisation
and ill-defined responsibilities. Exanpl es m ght include situa

tions where various inputs, marketing services or credit were not
co-ordinated with one another, situations where instructions of
one nenber of staff were counternmanded by another or where staff

were confused by not knowi ng to whomthey were responsible.

Ask participants to suggest what anybody in an organi sati on mnust
know in order to do an effective job. They should nmention object-
ives, responsibility, authority and resources available to him
her. It is also vital that the totality of such allocations of
obj ectives, responsibilities and so on should be co-ordinated so
that the organisation as a whole works effectively towards a com
non obj ecti ve. Stress that fornal organi sati ons al one cannot
guar antee effective managenent, but that they do identify roles

and define rel ationshi ps.

Stress that formal organisation structures do not necessarily im
ply tight and over-rigid formality with no comruni cati on ot her
than through "official channels". The fact that sone organi sa

tions are too rigid or do not function effectively does pnot nean
that it is unnecessary or inappropriate to attenpt to define an

organi sation structure.



I ntroduce participants to the use of organisation diagranms. Des-
cribe the technique and ask participants to draw outline organo-
grams for their own organisations. Stress that an organogram only
illustrates formal relationships between functions in the organi-
sation. It does not describe the type of people who should or do
fill the various positions nor does it reveal any of the wealth or
informal contacts within an organisation that actually permt it
to function. Ensure by tactful questioning that all participants

under st and what an organi sation chart contains.

Di scuss the question of levels of authority versus the nunmber of
peopl e who should report to any one nmnager. |f possible illu-
strate the extremes of "broad" and "deep" organisations fromthe
exanpl es al ready given by participants. Describe the advantages

and di sadvant ages of each extrene.

Agai n by reference to organisations known to participants, intro-
duce the various types of organisations. These shoul d i ncl ude
territorial organisations, functional organi sations and product
based organisations. Discuss the advantages and di sadvant ages of
each type of organisation and suggest the type of situation for

whi ch each m ght be appropriate.

I ntroduce the concept of line and staff functions. Ask partici-
pants to describe various ways in which functions such as person-
nel managenent, marketing or nenber relations may be placed within
the organisation. Attenpt to summari se guidelines as to when a
particul ar person should have executive or advisory responsibili-

ties.

I ntroduce the distinction between centralised and decentralised
organi sations, by reference to exanples known to participants.
Stress the inportance of effective delegation and identify the

types of situation where each may be appropriate.

Exanpl es of various types of organisation should wherever possible
be drawn from partici pants’' own experience. The follow ng dia-

grams should only be used as a guide. They should preferably be
reproduced and handed out to trainees before the group work in the

next session starts.
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Territorial Organisation
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Supplies Credit Marketing Product
Line vs. Staff Functions
Staff,
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Function
: Line . .
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Subordinate Offices, Divisions, Branches Etc.
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Sheet 1
SESSI ON 1. 10
ORGANI SI NG THE UNI ON AND A DEPARTMENT OF I T
hjective: To enable participants actually to design an organi sa-
tion structure for a co-operative union
Ti ne: 2 to 3 hours.
Material Papers di scussed in previous sessions and Case Study

"Organi sing ARCU'.

Sessi on Qui de:

Ret ai ni ng the sane groups as for previous sessions, distribute the na-

terial and ask groups to produce organi sation charts as outlined on the
back of sheet 2.

Ensure that participants are using the organogram correctly during
their discussions and meke flipcharts or overhead transparencies avail -

able for themto present their conclusions.
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The Pl anning Committee of the Al pha Regi onal Co-operative Union (ARCU)
made the followi ng recormmendati ons as to when and how the various func-

tions should be undertaken:

Cotton G nnery

I mediate - Purchase existing ginnery.
- QOperate and nmarket lint and seed.
- Start construction of new ginnery.

- Continue and expand input credit system through new

co-operatives using union credit funds.

One Year - Commence operation of new ginnery.

Two Years - Take over all cotton narketing.

Creanery

| nredi at e - Contract for construction of new creanery.

One Year - Open and operate new creanery, develop |ocal and export
mar ket s.

Two Years - Take over all dairy marketing by agreenent, or failing

agreenent by purchase of existing creanery.

Imedi ate - Start to build up breeding station
- Contract for new sl aughterhouse.

One Year - Open and operate new sl aught erhouse and devel op | ocal and

export markets.

Cedit
| mredi ate - Start seasonal |ending progranme in co-ordination with

ginnery and input supplies, concentrating on small

farners.

One Year - Take over Agricultural Finance Schene medi um and | ong
term | oans, have approximately 20 field credit officers

in the field plus the necessary support.



Iransport

Imediate - Take over the four primary society lorries.

- Purchase 35 new lorries and start transport operations to
serve existing and new co-operatives, all processing and

mar keting activities and input supplies.

Loput Supply

Imediate - Start construction of four district depots to serve co-
operative societies.

Six Months - Open and operate depots, each staffed w th about six

peopl e

The general nmanager has asked the comrmittee to advi se himhow the new

Uni on shoul d be organised. In particular he has requested:

1) Proposed outlines of a territorial, a functional and a product-
based organi sation chart for the new Union. One structure shoul d
be chosen and criteria given for the choice. A nore detail ed
or ganogr am shoul d be worked out accordingly, indicating depart-

mental allocation of duties and the relationship between them

2) A detailed organisation chart of the transport operation, since

this is to be started up at once.

Assignnent :

| magi ne yourself to be a menber of the committee. Decide an organisa-
tion structure for ARCU and for its transport departnent, and illu-

strate it with organisation diagrans.
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SESSION 1,11

DI SCUSSI ON OF ALTERNATI VE WAYS OF ORGANI SI NG THE UNI ON

hjective: To enable participants to identify the nunerous differ-
ent ways in which a co-operative union can be organi sed
torelate these to their own situation and to select the

nost appropriate form of organisation for their own en-

vi ronment .
Tine 2 to 3 hours.
Material : Groups' recomendations from previous session together

with earlier material.
Session Qiide:

1) Ask each group to make a formal presentation of their two organo-
grams, and briefly to describe the rationale behind themand to

defend themto their colleagues

2) |If possible leaving all the solutions on the chal kboard and/ or

OHP, discuss the various alternatives that are possible.

3) For ARCU as a whol e these night include:

Territorial structure, with centralised processing and ot her
functions in a service relationship to the nain executive
structure working fromthe regi on down to each individual dis

trict and with district services |ocated at the district when-

ever possible.

A product structure with specialised cotton, neat, dairy and
possi bly other departments controlling the marketing, process-

ing and even credit and input supply aspects of each crop.

A functional division, with different departnments responsible

for processing, credit, marketing and administration

4) The transport departnent m ght al so be organised in a nunber of

different ways. These night include:
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A regional organisation with district offices each allocated a
nunber of vehicles and with its own service facilities and

schedul i ng responsibilities

No central transport departnent at all, but vehicles allocated

to crop, functional or regional departnents as outlined above.

A speci alised central transport departnent, self accounting and
servicing at econonic rates the various other departnents of

t he uni on.

Stress that here again there is no right or wong answer but point

out that the subsequent material in the programe assunes that the

uni on has been organised on a functional basis, with specialist
departments for credit, processing, narketing and so on

Ask participants to relate their discussion of ARCU to their own

or gani sati ons:

- Are they organised in the npost effective way? (Stress that a
"badly organi sed" co-operative or other enterprise nmay be well

organi sed but badly nmanaged; explain the difference.)
- If not, what changes are necessary?

- How coul d these changes be inpl enented?



topic

the right people
for th§ right job

( )

Session 2.1: Introduction to Job Descriptions and Job Specifications

Session 2.2: Writing a Job Description

Session 2.3: Writing Your Own Job Description

Session 2.4: Shortlisting Candidates for a Job

Session 2.5: Interviewing Job Candidates

Session 2.6: Discussion of Shortlists and Interview Conclusions
Session 2.7: Knowing Yourself

Session 2.8: Motivation

Session 2.9: Dealing with Discipline and Motivation Problems
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C(hjective: To enabl e participants to identify the reasons for care-

fully prepared descriptions and specifications of jobs,
and to wite such descriptions and specifications for

jobs within their own organisations.

1 to 2 hours

Sessi ide

Ref er back to Session 1.8 and the need for organi sational object-
ives. Ask participants whether it is enough to know t he overal
aimof a co-operative union to determne in what way each staff
menber shoul d contribute to realising this aim Introduce the
notion of "job objective" and discuss by reference to ARCU or par-
ticipants' own experience the need for a "hierarchy" of object-
i ves, breaking down the overall organisational objective into sub-

obj ectives corresponding to the organi sation structure.

G ve exanpl es of good and bad objectives and discuss in this con-
text the inportance of " realistic" and "neasurable" job object-
i ves. Ask the participants to suggest a job objective for the

transport manager discussed in the previous session.

Di scuss with participants what else is necessary to be able to en-

sure an efficient functioning of each staff nenber in an organisa-

tion:

the name of the job under which one is working i.e. the job
title;

the objectives of the job;

the tasks involved in the job, i.e. the tasks that actually
have to be done. Stress the inportance of using "do | anguage”

when |isting and describing tasks;



the necessary knowedge skills and attitudes required to en-
able the job holder to performthe tasks, i.e. what the job
hol der should know, he able to do and how he/she shoul d be.
Illustrate by using the exanple of driving a car: driver needs
to know the |l aw (know edge), should be able to drive the car
(skill) and can behave in different ways in traffic: aggr es-
sive, patient, polite, etc. (attitude). Di scuss how short -
conmings in know edge can be overconme by education, how training
can inmprove skills. Ask participants if attitudes can be

changed and how?

the authority and discretion pernitted to the job holder, i.e.
over which matters and persons the job hol der has or has not
authority or to what extent the job holder is for exanple re-

quired to keep information in connection with his job secret.

4) Sunmarise the above:

go over each item again and check with participants whether the
information it contains helps to deternine the efficient func-

tioning of each staff member in an organisation

tell participants that all information together constitutes a

"Job Description".

5) Face participants with recruitment problem Ask them which candi -
date they want for a job: the best one, the ideal one. Question:
can the information in the job description help us to describe the
i deal candi dat e? Under which headings could this be done?
Headi ngs shoul d i ncl ude: physi cal requirenents, education and
qualifications, experience, personal attributes and disposition
and aspects of candi dates' personal situation. Each of these
shoul d preferably be divided into necessary and desirable fea-

tures.
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SESSION 2.2
WRITING A JOB DFSCRI PTI ON
hjective: To enabl e participants actually to wite a job descrip-
tion for a manager in a co-operative union.
Tine: 2 to 3 hours.
Material Case Study "Job Description Exercise"
. . |

It may be appropriate at this stage to change the groups since a new

section of the programme starts.

Distribute the session paper and ensure that each group appreciates
that it is responsible for producing a neatly worded and conpl ete job
description and not merely rough notes as to how such a thing mght be

put together.

Reconvene the group and ask each group to state the requirenents |isted
under each of the five headings. Discuss any differences of opinion
and attenpt to reach agreenent on a job description. This should be

typed and reproduced for use in Session 2.4.

If time allows, participants can also be asked to prepare a newspaper
advertisenent for a transport nanager, based on the job description and

the candi date's specifications.
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One of the first appointnents to be nade in the new ARCU i s the nanager
of the transport operation. Transport has always been a weak feature

of co-operative managenent, and the general nmanager is deternined to
spare no effort to ensure that the correct nanager is selected for the

j ob.

The fleet of ten lorries will be used to carry farminputs from sup-
pliers to the district depots and then to primary society pren ses, and
to take produce fromfarners and primary societies to storage, process-

i ng and eventual custoners.

The manager's salary will be about 10% below simlar jobs in the pri-
vate sector, and the general nanager feels that the additional security
and status, and the generous fringe benefits and pension plans, wll

outweigh this small differential

Bef ore advertising for candi dates the general manager wants to have a
clear idea of what the job will involve and what sort of person he
shoul d 1 ook for. He has therefore asked his advisory conmittee to pre-
pare a detailed job description for the new position, |eading to a spe-
cification of the type of person required.

The job description should be given under the foll ow ng headi ngs:

1) The job title, its location and the hours of work.
2) The objectives, in clear, specific and neasurable terns.

3) A description of the actual tasks involved in the job, answering

the question "What will the job holder actually do"?

4) A list of the know edge, skills and attitudes necessary for the

j ob.

Following fromthis the comrittee should provide a specification for

the potential job holder, under the follow ng headi ngs:

1) Physi cal requirements. (Age, health)
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2) Educati on and qualifications.
3) Experi ence.
4) Personal attitudes and di sposition

5) Personal situation.

Requi rement s under each of these headi ngs should be classified into two
categories: "Required", indicating that they are a necessary condition
for consideration and "Desirable", indicating that they are not abso-

lutely required but woul d be wel cone.
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SESSION 2.3
VWRITI NG YOUR OAN JOB DESCRI PTI ON
(hjective: To enabl e participants to anal yse the content of their
own job and to wite a detailed job description for it.
Tine: 2 to 3 hours.
Session Quide:

It is inportant that participants do not becone so involved in the af-
fairs of the hypothetical ARCU that they forget that the progranme is
intended to inprove the performance of their own co-operative unions.
For this reason this session as well as the "Action Learning" session

| ater on, are devoted to participants' own situations.

This session requires a najor "change of gear" in that participants are
asked to be highly introspective and to draft a description of their

own job together with an objective specification of the type of person
who should fill it. Depending on the types of personal relationships
that have devel oped thus far it nmay be appropriate for participants to

carry out this work in pairs or individually.

It may be that sone participants already have job descriptions and spe-
cifications which have been adequately prepared for their own posit-
i ons. In this case it nay be appropriate for such participants to be
allocated to those who are less fortunate in order to assist themto
draw up such docunents for thensel ves. Al ternatively they may work on

job descriptions for other positions in their own organisations.

Partici pants should be encouraged to attenpt to forget their own per-
sonal strengths and weaknesses, which will be dealt with in subsequent
sessions, and to | ook objectively at their own job and at the types of
know edge, skills and attitudes required to performit effectively.
This is not an easy task, and those participants who are npbst forth-
coming in general discussion may be the least willing to devote them

selves seriously to it.



The group may express sone bew |l derment at this assignment but one or
nore individuals can usually be found who wel cone the idea with enthu-

siasmand this shoul d encourage everyone to make an attenpt.
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SESSION 2. 4
SHORTI | STI NG CANDI DATES FOR A JOB
hjective: To enabl e participants to relate details of job appli-
cants to the specifications required of the job, and to
rank applicants according to their suitablility.
Tinge: 2 to 3 hours.
Material Case Study "Shortlisting".
Cessi i d

Participants are now required to evaluate six applicants for the trans-
port nmanager's position for which they have in Session 2.2 produced a
job specification. The information given about each applicant is of

necessity extrenely brief, but it includes nost of the items normally
avail able prior to the interviewing stage. If tine and reproducing

facilities permt, it may be possible to produce letters of application
from each candi date which reflect the way in which the people described

woul d be nmost likely to present their application

G oups shoul d be rem nded that they nust produce an order of prefer-
ence, regardl ess of any genuine differences of opinion that nay exist
within the group. This in itself is a val uable co-operative nmanagenent
exerci se, since comittees representing different interests nust often
produce a common front which may involve conpromise in various direc-

tions.
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.

The position of manager of the ARCU transport departnent has been
wi dely advertised, and | arge nunbers of applicants have been received.
Most of these were frivolous or unrealistic but six serious candidates

have been identified.

The general manager's advisory conmttee has been asked to consider
these six applications and to rank themin order of preference since it
may not be possible to interview all of them and the general manager
wants in any case a second opinion to his own. The candi dates' clains

for consideration have been summari sed on a standard fornat.

Assi gnment

Rank the six applicants in order of suitability for the job of trans-

port manager, based on the information avail abl e.



M. A

Age:

Educati ona

qual i fication:

Experi ence:

Reason for
wi shing to
change:

Ref er ences:

35, married with two children

Primary School Leaving Certificate (1st Cl ass).

Age 14 to 25 - Mechanic in a nunber of vehicle main-
t enance wor kshops.

Age 25 to 34 - Lorry driver, for National Transport
Conpany and for a food manufacturer.

Age 34 to 35 - Senior lorry driver for food manufac-
turer,
(Present) in charge of driving duties of 15

drivers.

Feel s that 21 years' experience in maintenance and
driving aspects of road haul age qualifies himfor a
senior road transport management position

Good fromthe National Transport Conpany.

M. B

Age:

Educati ona

qual i fications:

Experi ence:

Reason for
wi shing to
change:

Ref er ences:

27, single.

H gh School Leaving Certificate.
- BSc Econom cs and Soci ol ogy.

- Msc Agricultural Econom cs.

- Attended UN sponsored course on transport nanage-
ment in U K, USAID co-operative transport man-
agenent course in Al pha and several nmanagenent
cour ses.

- Age 25 to 27 - lecturer in nmanagenment at the
Pol yt echni c.
(Present)

Feel s that his extensive general managenment and spe-
cialised training qualifies himfor a position where

he can apply all that he has |earned

Good frominstructors at the university and over-
seas
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Age:

Educat i onal
qualifications

Experi ence:

Reason for
wi shing to
change:

Ref er ences:

Sheet 3

38, married with two children
- Odinary Level Secondary School Leaving Certifi-

cate.

- Diploma in Co-operative Managenent fromthe Co-
operative Coll ege

- Attended the Co-operative Managenent Course for
12 weeks in USSR

Age 17 to 20 - clerk in the departnent of co-opera-
tives.

Age 21 to 28 - senior co-operative assistant exten-
sion officer in the departnent of co-
operatives.

Age 29 to 32 - assistant to the secretary of a large
mul ti-purpose co-operative in Beta
Regi on.

Age 32 to 38 - secretary of a small but reasonably
successf ul co-operative cotton
growers' society in Al pha Region

Better prospects, pay and security in a co-operative
union than in a primary society.

Good fromthe registrar's department.

Age:

Educat i onal
qualifications:

27, single.

BA in Soci ol ogy.

Experi ence: Age 22 to 27 - clerical assistant in the registrar's
(Present) depart nent .

Reason for

wi shing to Wants responsibilities and chall enge

change:

(Not e: This application was forwarded by the registrar personally;

"who asked t hat

si deration".)

hi s nephew s application should receive normal con-
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Age:

Educat i onal
qualifications:

41, married with four children.

Pri mary School Leaving Certificate.

Experi ence: Age 15 to 20 - stores assistant with vehicle spares
deal er.
Age 20 to 32 - war ehouseman with large private sec-
tor food manufacturer.
Age 32 to 41 - war ehouse nmanager, controlling 20
(Present) staff at two | ocations.
Reason for
wi shing to W 'shes to return to Al pha Region and to widen his
change: interests and responsibilities.
Ms.  F
Age: 35, nmarried (separated) with three children.

Educat i onal
qualifications:

Experi ence:

Reason for
wi shing to

change:

H gher Level School Leaving Certificate.

Age 18 to 22 - clerk.

Age 22 to 30 - housew fe and not her.

Age 30 to 35 - de facto manager of private transport
firmowned by her husband, operating
15 lorries over local and long dis-
tance routes.

Her husband has taken another wi fe and has expelled
Ms. F. fromthe business; she is therefore in need

of enpl oyment .
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SESSION 2.5

LNTERVI FW NG JOB CANDI DATES

(hjective: To enable participants to practice the skills of inter-
vi ewi ng candi dates for jobs, and to appreciate the point
of view of the candidate in such a position.

Tige: 2 to 3 hours.

Material Briefs from Session 2.2 and 2.4 groups' agreed job spe-
cifications and orders of preference for the six candi-
dat es.

. i d

Thi s session gives participants the opportunity to interview the candi-
dat es whose respective nerits they have ranked in the previous session
and to evaluate the success of an interview fromthe point of view of

the job applicant.

Si x participants should be selected to play the roles of the applicants
for the transport nanager's position and six to play the roles of the
nenbers of the interviewing commttee. The renmining participants

shoul d be observers

Arrange the "scene" with chairs and tables so that the observers can
see and hear the actors. Instruct the observers to take notes of how

the interviews are proceeding.

I ndi cate which participants should play the role of which job appli-
cant, and allow participants at |east 20 minutes to "think thensel ves"
into their roles. Rem nd themthat they can enbellish and add to the

basic information given in the six role briefs as they think fit.

Let the interviews take place.

After the interviews have been conpleted, allow 20 m nutes for neet-

i ngs:



The interview ng panel neets separately to deci de which applicant
they will appoint and why. They should indicate a second and

third choice candidate and al so justify these choi ces.

The observers neet separately and sumari se their notes on the
perfornmance of the interview ng panel. How effective was the in-

tervi ewi ng panel ?

The applicants thensel ves shoul d work individually on eval uating
the interview ng panel: How successful was the panel in finding

out what type of people they really are? Was the panel able to
assess their strengths and weaknesses (even the ones they wanted
to hide)? Was the panel able to put themat their ease so that

they could be seen as they are in real life?
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SESSION 2.6

DI SCUSSI ON OF SHORTLISTS AND | NTERV] EW CONCI US| ONS

hjective: To enabl e participants to conpare the results of the
foregoing sinulations and in future to i nprove their
ability to select the right staff for which they are re-

sponsi bl e.

Tine: 2 to 3 hours.

Session Quide:

This session should deal with the shortlisting exercise and the inter-
view sinulations fairly discretely, since the forner is concerned
mainly with criteria for staff selection whereas the latter is con-

cerned with particular techniques used in the process of such sel ec-
tion.

Di scussi on of the shortlisting exercise may proceed as follows:

1) Ask the interview ng panel to give the ranking they sel ected and
to state the criteria which they used and reasons for the selected
or der. Discuss in this context different interpretations of the
basic data, different criteria or different weighting of the ad-

vant ages and di sadvant ages of each group

2) Discuss the following issues if these have not already been

brought up:

- Wiich is nore inportant: experience or paper qualifications?

- Oher things being equal, is it better to have a candidate with

nmuch experience and no qualifications or the reverse?

- Is it particularly inportant for a candidate to have experience

of management in the co-operative sector?

- In the particular case of transport managenent is the manage-
ment of vehicles nore or |less relevant than the managenent of
physi cal distribution including warehousing and inventory

pol i cy?



Why are wonmen so rarely enployed in co-operative managenent

positions? Is this situation changi ng?
Is experience in the private sector or in the Governnent ser-
vice nore likely to qualify a candidate for a managenent posi -

tion in the co-operative sector?

How can the clains of nepotismand favouritism be resisted?

Di scussion on the interview simulation session nay proceed as foll ows:

1)

Ask each candidate to evaluate the interviewing group in terns of
its success in giving the candidate the opportunity to present

himself as he really is.

Ask the interview ng panel to discuss their performance in terns

of their achievenent of their own objectives:

Conpare opinions of interviewers and interviewees with those of
the (non-invol ved) observers and attenpt to identify the areas

where the objectives of interviewers and interviewees coincide or
differ.

Ask interviewees to coment in nore detail on the "atnosphere" of
the interviews: did the interviewers ask open-ended questions or
did they ask questions to which yes or no were sufficient answers,
thus preventing further discussion? Did the candidates feel that
they would like to work in the organisation as it was represented
by the interviewers? Did the candidates find out all that they

want ed to know about the job which was being offered and the orga-
ni sation in which they were considering working?

Remi nd all participants that an interview is a two-way process:
the right candidate is likely to be in demand and the enpl oyi ng
organi sation should be trying to "sell" itself as effectively to
such a candidate as the candidate will be trying to "sell" hinself

to the enpl oyer.
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KNOA NG YOURSELF

(hjective: To enable participants to exanm ne their own personal -

ities and the inplications for the perfornmance of their
j obs.

Tine: 2 to 3 hours.

Material McCl el l and TAT pictures, aptitude tests and expl anatory
handouts, tennis ball, neasuring tape and | arge waste-

paper bin.

Personality test material; Thematic Apperception Test

Pictures, aptitude tests and expl anatory handouts.

N. B. The Thematic Apperception Test and instructions
are adapted from Motivati on Wrkshops by Mcd el land and
Steel, CGeneral Learning Press, New York, 1972.

The material used in this session is nerely indicative

of the nature of these tests.

Session Qiide;

Peopl e who affect a sceptical attitude towards personality tests often
conceal in this way serious insecurity and if they are encouraged to
take the results too seriously they nmay becone depressed and even nore
i nsecure. Partici pants should therefore be encouraged to take a fairly
light-hearted view of their own results in the tests. The objective is
not so nmuch for themto examne their own personalities in depth as to
appreciate that it is possible to exam ne one's own, or anyone el se's,

personality and that people differ significantly fromone another in
their notivation so that they have to be treated as individuals and the
appropriate way of dealing with one person is not necessarily correct

for anot her

The following tests are nerely exanples fromthe w de range of psycho-

| ogical testing instrunments that are avail abl e. They have been chosen



because they are sinple to adninister and have been w dely used
t hroughout the world not only for clinical purposes but for managenent
apprai sal and selection. It may not be possible to use all tests, but,

if time allows, the session can be structured as foll ows:

A _Participative Gane

1) Upon entering the room place the waste-paper bin at one side of
the room and lay the neasuring tape on the floor in such a way
that it neasures the distance fromthe bin. Place a bottle of
beer, or a simlarly attractive but |ow value prize, in a prom
i nent place and explain to the group that they are to play a game,

and that the prize for the winner is the bottle of beer.

2) Explain that the objective of the gane is to throw the ball into
the bin, but that beyond that the rules are the responsibility of
the group. Ofer yourself as scorer, to record the distance from
whi ch individuals succeed in throwing the ball into the bin, or

any ot her information requested by the group.

3) If necessary, offer the ball to a participant to start the gane,
and stand back and allow it to proceed. Each participant may mark
the place he throws fromby placing a piece of paper with his name

under the tape at the point where he stood.

4) Participants will soon begin to ask for rules but refuse to sug-
gest any: dependi ng on the nature of the group, they nay continue
to take turns without deciding who is the winner, one nenber may
stand out and take the prize hinmself w thout discussion, or they
may have | engthy and perhaps angry di scussions as to whether the
first, the furthest, the nost daring or some other deserves the

prize.

5) If participants thenselves do not conclude the gane after 45 min-
utes or so, it nay be appropriate to drink the beer yourself in
order to draw the preceedings to a close. In any case, depending
on the tine available, sone 20 to 30 nminutes hould be avail abl e

for discussion, after the gane is over

6) Ask participants to suggest what they have | earned about them

selves as individuals, and as a group, fromthe experience. Tel
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themthat a group of niddle-aged bank nanagers all threw from a
m ni mum di stance, and begged the instructor for rules to determ ne
the winner, while inveterate ganblers threw fromas far away as
possi bl e and agreed that the furthest successful shot was the
W nner. Entrepreneurs threw fromthe furthest point at which they
felt they had a good chance of succeeding, and cane to bl ows over

the rul es

The distance selected by an individual is an indicator of his at-
titude to RISK, and the desire for rules inmposed by the instructor
i ndi cat es people's preference for working in a structured hier-

archi cal organisation versus being "their own boss"

Ask participants to suggest the ideal attitude to risk, and to ex-
ternally inposed rules, for an effective co-operative uni on nman-
ager. How did their own performance differ fromthe ideal ? Wat
are the inplications for their own perfornance, and the way in
whi ch they shoul d be nanaged by their superiors? How would their
subordi nates react to this gane? Wiat are the inplications for

their own nanagenent style?

Self-Administered Tests

4)

Distribute the TAT pictures and ask participants to wite brief,
maxi nrum one- hal f page, accounts of what they think is going on in

the picture. Allow thema maxi numof 15 minutes for this.

Col | ect together participants' stories, ensuring that each is

marked with its author's nane.

Distribute the aptitude test, and ask participants to conplete it;

col l ect the conpl eted questionnaires.

Di stribute and where necessary explain the summary of the grading
system for TAT pictures and the aptitude test grading instruc-

tions.

Ask participants to wite down what they think would be an i deal

notivation pattern for the perfect manager

Redi stribute participants’' own results for the aptitude tests and

ask themto mark them and compare themwi th their own results.


ana


10)

I f possible during the foregoing period, briefly mark the partici-

pants' TAT pictures for N Achievenent, N Affiliation and N Power.

Redi stribute the pictures with participants' marks witten on them
and ask themto identify differences between their own marks and

those of their ideal nanager.

Ask participants to consider the inplications of their TAT and ap-
titude test results in ternms of their ability to do their jobs and
the ways in which their enployers notivate themto perform Ask
themto wite down three ways in which they feel they night
attenpt to change their behaviour, and three ways in which the en-
vironment might be changed in order to enable themto performnore

effectively as they are.

Di scuss with participants the inplications of personality differ-
ences for the ways in which enpl oyees should be treated. The fol -

| owi ng questions may be consi dered:

- Wiat sort of working environment is nost likely to bring the

best out of sonmeone with high need for achievenent, affiliation

or power?

- How can a nmnager assess the personality traits of his em
ployees? |Is it necessary to use tests of the type just experi-
enced or does common sense allow a manager to "type" his sub-
ordi nat es.

- Can tests of this sort be used as part of enployee sel ection

procedures, or how el se can their personalities be assessed?

- How often do managers assume that people will behave differ-

ently if they are told to do so? Can staff deficiencies be
di vided into those which arise because the person did not know
he was doing wong, and nerely requires to be told, those where
the person had not the necessary skill and nmerely requires to
be trained, and those which arise frompersonality or attitude
attributes such as can be indicated by the use of tests of this
sort but which are not easy to change? How can attitudes and
personal ity be changed, and shoul d nanagers attenpt to change
them or should they try to construct a working environnent

whi ch makes the best of existing personalities?
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Look at this picture for ten or fifteen seconds. Now wite a brief but
i magi nati ve story suggested by the picture and by the foll ow ng

guesti ons:

1 VWhat is happeni ng? Who is the man?

2. VWhat has led up to this situation? That is, what has happened in

t he past?
3. VWhat is the man thinking? What is wanted? By whonf

4. VWhat will happen? What will be done?



4)

8)

10)

11)

Aptitude Test

When you read a detective story, do you often
guess who the crimnal is before it is revealed

in the book?

Wul d you rather attend a concert of classica

musi ¢ than a jazz progranme?

Have you always found it easy to spell words

correctly?

If you notice that a picture is hangi ng crook-

edly do you want to straighten it?

Do you prefer to read non-fiction books rather

t han novel s?

Do you usually renenber facts that you have

read i n books or heard peopl e say?

Do you think that you tend to do one thing very
well rather than a | arger nunber of things
fairly well?

Do you enjoy playing cards or chess?

Do you regularly maintain an account of your

househol d expendi ture?

Do you like to find out why nechani cal things

li ke clocks and switches work?

Do you consider yourself flexible and do you

enj oy changes in routine?

Session 2.7
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Yes
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12)

13)

14)

15)

16)

17)

18)

19)

20)

Woul d you prefer to participate in a sport

rather than read a book?

Wul d you find mat hematics
difficult?

Do you enjoy the conpany of people who are

younger than yoursel f?

Can you name five people whomyou think of as

your friends?

Do you like going to

parties?

Do you dislike small detailed

wor k?

Do you read quickly?

Do you agree that it is unwise to put all your

eggs i n one basket?

Do you |like neeting new people, going to new

pl aces and findi ng out about new things?

Yes
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hi ffiliati I

It has been hypot hesised by McC elland and others that there are three
basic types of notivation which | ead people to behave as they do. It
is further hypothesised that the strength of each of these three types
in an individual can be very approxi nately neasured by anal ysing the
content of stories or fantasies witten or recounted in response to a

pi cture or other neutral stimulus.

| hi :

The achi evenent notive nay be said to be powerful in an individual
whose story suggests that the person in the picture is doing one or

nore of the follow ng things:

Doi ng better than sonebody else (e.g. winning a prize or being pro-

not ed) .

Achi eving or passing a self-inposed standard (e.g. conpleting a
crossword puzzle or successfully reading a book of a type not pre-

viously enjoyed).

Doi ng sonet hi ng that nobody has ever done before (e.g. grow ng the
best crop ever known in a region or achieving the |owest reject rate

for factory production).

Being involved in doing a task well over a long term (e.g. working

over a long period in order to pass an exam nation).

The Affiliation Mitive

The affiliation notive is said to be present when the person in the

story is doing one or nore of the follow ng things:

Wshing to have a warmand friendly rel ati onship with sonebody el se

(e.g. wishing to restore a broken narriage).

- Being distressed because of absence from sonebody el se and desiring
to restore the close relationship (e.g. sadness at being away from

honme and | ooking forward to a reunion).

- Wanting to be part of friendly social activities (e.g. wishing to
attend a party).



The Power Mbtive

The power notive is said to be present when an individual in the story
is doing one or nore of these things:

Perfornm ng a powerful action that affects other people, by aggres-
sion, assistance, control, influence or inpressing them(e.g. hit-

ting, rescuing or comuandi ng other people).

Havi ng or causing others to have powerful enotions as a result of

ot her people's actions (e.g. weeping, leaving the roomin a hurry or
bei ng suddenly el ated).

Expressing concern for sonebody else's situation (e.g. being worried
about a relative's position).

A detail ed scoring systemexists which enables a trained evaluator to
nmeasure the degree to which each of these three notives appears in any
story and thus to produce a notive profile for the witer. Preponder-
ance of certain notives is closely associated with success in certain
pr of essi ons: entrepreneurs are high in achi evenent, nurses are high in
affiliation, and politicians in power. Wat conbination of notives is

likely to be conducive to nanagerial success?
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Aptitude Test - Grading Instructions

Grade your answers as foll ows:

1)

Count the nunmber of "Yes" answers to questions 1 to 10.

Count the nunber of "Yes" answers to questions 11 to 20

Conpare the two totals. If you have far nore "Yes" answers to

questions 1 to 10 than to questions 11 to 20, you are "intensive".
You will prefer jobs requiring a great deal of patience and care
such as being a |lawer, a scientist, an accountant, a research ana-

| yst, an engineer or an editor.

If you have far nore "Yes" answers for questions 11 to 20 than for
questions 1 to 10, you are "extensive"; you are nost likely to
performwell in a job dealing with people, such as a consultant, a

negotiator, a salesnman, a priest or a personnel nmnager.

I f you have approxi mately equal nunbers of "Yes" answers for both
groups of questions, you are nost likely to performwell in a job
whi ch requires precision and effective human rel ationships. Such

jobs include a teacher, a lecturer, an entrepreneur, a politician

or a secretary.
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SESSION 2. 8
MOT1 VATI ON
hjective: To enable participants to foster a working environnent
in which all staff are notivated to performat the high-
est possible level.
[ime . 1 to 2 hours
: . i de

Thi s session should relate Sessions 2.4, 2.5 and 2.6 to the individua

and

i ntrospective exercises preceding this session. Participants

shoul d be encouraged to ook critically upon their own ability to

create a working environment which makes the best possible use of the

human resources at their disposal.

The session may be structured as foll ows:

1)

Referring to the previous sessions devoted to the appoi ntnent of
the ARCU transport nmnager, ask participants to suggest ways in
whi ch the general manager of ARCU can ensure that the transport
manager will when appointed performas well as possible. WII his
or her perfornance be deternined solely by the qualities hel/she

brings to the job?

Descri be, or ask participants to suggest, exanples of organi sa-
tions where even apparently excellent staff seemto fail to
achi eve anything, and others where nedi ocre staff achi eve good re

sul ts. What are the inplications of this for the inportance of
the working environnent? \Wat constitutes the environment, quite

apart fromthe traditional physical elenents of it?

Elicit fromparticipants a list of the types of things that en-
courage staff to performeffectively. It should be summari sed
nore or less in the formof Maslow s hierarchy of needs. It may
be possible to elicit fromparticipants not only the individua
nmotivators but also the concept that to sone extent at |east the
sati sfaction of one | evel of need may precede satisfaction of

anot her.



The Hi erarchy of Needs

////A\\\\Self—Actualisation
Esteem \\\\\
Love \\\\>
Safety \\\\>

Physiological

Ask participants to consider their own organi sati on and persona

situation. To what extent do they find that each of the needs now
identified by the group is satisfied in their work? Wat changes
could they or their superiors nake to inprove this situation? How
are their subordi nates' needs satisfied? Can any inprovenents be

made by participants to this situation?

Ask participants to suggest what type of person is likely to
create the type of working environment or atnosphere which satis-
fies the various needs they have identified. Is this likely to be
an autocratic or a benevolent, synpathetic and teamoriented man-
ager? Ask participants to relate the type of environnent in which
they work to their own superiors: does their personality have a

bearing on the nature of the working environnent?

Return to the ARCU situation. Ask participants to agree on a set
of policies which is likely to | ead the transport nmanager to per-

formeffectively.
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DEALI NG W TH DI SCI Pl | NE/ MOTI VATI ON PROBI ENS
hjective: To enable participants to deal with staff problenms with
due sensitivity towards the reasons why people are
likely to behave as they do.
Time: 2 to 3 hours.
Material Role Briefs "Staff Problens".
Session Giide:

The material for this session consists of five pairs of role briefs,
each describing a situation where a manager in ARCU is faced with what
appears to be an obvious infringenent of the regul ations, but where the
guilty party has in his eyes at any rate very good reasons for his be-
havi our whi ch are not necessarily inconsistent with the objectives of

t he organi sation as a whol e.

The use of the material will depend on the nunbers in the group and the

tinme avail able. One possible structure for the session is as follows:

1) Alocate roles to individuals well in advance and instruct them

Arrange the "scene".

2) Allow each pair 15 minutes to conplete the role play.

3) Instruct the non-involved participants to observe what is going on

in the plays and to take notes.

4) Reconvene the group and distribute copies of all briefs to each of
t hem deal with each of the role plays by allowing the group to
read the papers, and then asking the respective pair to describe

their experience.

5) Participants will nmost likely relate this session to Session 2.8

and to their own experience and will be able to diagnose the situ-



ations quite adequately. The follow ng guidelines may however be

useful :

Situation One: The newly appointed transport nmanager does not
seemto be managi ng the departnent very effectively. The net ef-
fect of the driver's activities is probably beneficial for ARCU as
a whol e, but nmanagenent should | ook to the operation of the de-
partment rather than to the behavi our of individual menbers of it
as a neans to inproving its perfornmance. The driver should be
war ned of the | egal dangers of undertaking private business but
t he nanager should al so discuss with himinprovenents to the de-

partnent.

Situation Two: The checkwei ghman was acting in what he thought

were the interests of the organisation, and no one seens to have
taken the trouble to explain to himthe inplications of its
changed owner shi p. He shoul d be given an opportunity to "pour out

his troubles", and while the deduction fromreal weight should be
stopped forthwith the checkwei ghman should be used informally as a
source of information and guidance in nonitoring the quality of
farmers' deliveries. This feeling of involvenent may in itself

conpensate for his belief that his earnings have suffered

Situation Three: Staff with responsibility should cone to work

because they want to work and not because they have to check in at
a certaintine; if it is genuinely inpossible for field credit

officers to spend the tinme they should in the field, their work
shoul d be reorgani sed so that there is a genuine task for themin
the office. It is nost likely that there are jobs to be done in
the field, and that by the use of public transport, bicycles or
their own feet credit officers can, if they are encouraged,
i nprove the credit situation by working in the field. They should
be encouraged to do this and this particular problem should be
dealt with by a discussion of the day's work and a nutual ly agreed

ti metabl e of each day's activities.

Situation Four : The receiving officer is protecting the inter-
ests of ARCU, and of the owners of any stolen cattle, but is also
benefitting personally and is not exercising his discretion with

any tact. It may be necessary to devise a system whereby proof of
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ownership is automatically provided but closer consultation be-
tween the abattoir manager and the cattle receiving officer, and
di scussion of potentially dishonest farners or areas, wll prob-
ably solve the problemin that the officer will feel that his opi-
nions are being respected and that he is a val uabl e menber of the
t eam He obviously now feels that he alone is paying any atten-

tion to the problem of stolen cattle.

Situation Five: People do not keep records unless they can see
that there is a use for them in this situation there either was
no regular use for this particular record, or no use was being
made of it although it should have been. Staff who are respon-
sible for keeping routine records should be involved in the design
of the systems and senior staff should carefully explain to them
the use to which the information is put. A full discussion of the
recording systemin the creanery should take place between the
manager and the quality control supervisor, and if the supervisor
in future feels that he has played a part in devising the system

he will operate it faithfully and enthusiastically.
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Brief 1. A

You are the manager of the Union's transport departnent. A primary so-
ciety conmttee nmenber has reported that one of the Union lorry drivers
i's conveying goods for private traders in the Union's lorry, on Union
time and pocketing the proceeds for hinself. You are particulary con-
cerned not only because of the obvious dishonesty involved but because
the Union's vehicles are only insured for co-operative business. You

are about to interview the driver in question

You are a lorry driver for the co-operative union; your vehicle is
poorly mai ntai ned by the Union nechanics, and sinple spares like |ight
bul bs or spark plugs take weeks to arrive. The vehicle is licenced
only for co-operative business, and in any case no attenpt seems to be
made by managenment to schedule trips so that | oads can be carried in
both directions. A distant relative who trades privately in farm pro-
duce asked if he could transport sone of his merchandise in your lorry
when it was returning enpty, and you agreed. He insisted on "tipping"
you for the service, and you have been carrying his goods regularly for
some nont hs. The work has not cost the Union any noney, since the
lorry woul d have been travelling enpty over the sane route in any case,
and you have spent about $70 of the $100 you have received in "tips",
on spares which the Union nechanics could not provide. You have ex-
pected that you would be found out, and the transport manager has j ust

sent for you
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Brief 2. A

You are the nmanager of the Union's cotton ginnery. The secretary of
the nost active cotton growers' society has conpl ai ned that the check-
wei ghman at the Union ginnery is understating the weight of cotton de-
l'ivered; the society is thus being defrauded. The secretary dis-
covered the error by borrowi ng a scale and wei ghi ng consi gnments before
they were delivered to the ginnery. The checkwei ghman in question has
wor ked for the ginnery under its previous ownership and for the Union
for over 20 years, and is well respected. You have asked himto cone

and see you.

You are the checkwei ghnman at the Uni on ginnery, responsible for weigh-
ing deliveries of cotton and passing the figures to the accounts de-
partment for credit to farmer or society accounts. You worked for
about 20 years for the previous ginnery owner; farners and ot hers
often put stones with their cotton or tried in other ways to cheat the
gi nnery by overweighing it; and as a result you started to deduct
around 5% fromthe weight of the larger deliveries, in order to allow
for this cheating; this also increased the ginnery's earnings. It was
easy to adjust the scales so that they showed | ess, or nore, than the
true weight, and nost farmers had not way of checki ng whether their
cotton was correctly weighed. Since the ginnery has been taken over by
the ARCU you have continued the practice, and you have also started to
overstate sone of the smaller ambunts brought in by poorer individua
farmers.  Your wages are very low, and your old boss used to give you a
generous present at Christmas, with inplication that this was partly to
reward you for your "flexibility" with the wei ghing scales. The Union
has all owed one Christmas to pass w thout any such recognition, and you
are tenpted to start asking for "tips"” in return for overstating
farmers' deliveries. You have al ways supposed that the new managenent
wer e aware of what you were doing, and you wonder why the manager has

asked you to cone and see him
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Brief 3. A

You are the manager of the Union credit departnment. One of your field
credit officers is persistently late for work, and this sets a bad ex-
anple to clerical staff and others. The officer in question has just

cone in 15 mnutes |late and you have asked himto cone and see you

You are a Union field credit officer responsible for visiting co-opera-
tive societies and their nenbers in order to check on | oan applications
and to ensure that credit is being effectively used. You are very

frustrated in your work because the only vehicle in the departnent is
reserved for the use of the nanager, and you can only use it on one or
two days a nonth. The rest of the time you spend in the office, check-
ing files, conpleting reports or just chatting to the other officers.
Very little noney is available to be lent at this tinme, and not nany
farnmers conme to the office since many are in arrears and wish to avoid
the credit officers. Because there is little real work at the office,

you are very carel ess about tine keeping, and tend to arrive 10 to 20
m nutes after the official time. You know that many senior officials

arrive half an hour or nore after their official time for starting and
you have just arrived 15 minutes |late. The manager, in apparent annoy-

ance, has asked you to conme and see him
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Brief 4 A

You are the nmanager of the ARCU sl aught erhouse, and an irate headnman
froma distant part of Al pha Region has just conplained to you that the
cattle receiving officer has for the third tinme in two nonths asked a
farmer fromhis area to provide evidence of ownership before accepting
his cattle, and that farners fromother places bribe the receiving of -
ficer to adnmit their cattle without question. The formality of proving
ownership takes time and noney, since farners have to put their cattle
tenmporarily in a holding lot while they carry out the necessary proce-
dures with their |ocal headman and obtain a certificate. He feels that
his village is being discrininated against. You are particularly an-
noyed because farnmers have only recently started to i nprove their
cattle and to bring themto the new Uni on sl aught erhouse instead of
selling themto the local butchers, and you have asked the receiving

officer to cone and see you
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Brief 4 B

You are the cattle receiving officer at the Union slaughterhouse. |t
is your job to count and mark the cattle delivered by farmers and so-
cieties to the abattoir; you pass the information on to the grader and
pri cer who val ues the carcasses and i ssues paynment vouchers to the
farmers. You have already, in the few nonths during which the abattoir
has been operating, had sonme trouble with stolen cattle. The police
have warned you to denmand proof of ownership whenever you have any rea-
son to suspect that cattle do not belong to the farnmer who delivers
them since it is virtually inpossible to do anything once the cattle
have been slaughtered. Farmers can obtain proof of ownership, but the
procedure is conplicated and village headnen are unwilling to carry out
the necessary investigations unless they have to. You al ways admit
cattle fromcertain reliable farnmers who are known to you, and from
wel | established societies, w thout any question, and sone of these
people "tip" you fairly generously because they realise how nuch
troubl e you could cause them you are nore suspicious about cattle
fromother regions, particularly if the farmers have not bothered to
cultivate your acquai ntance, and you regularly reject cattle from one
particul ar vill age whose peopl e have al ways been known to be dis-
honest . This means that they have to leave their cattle in a holding
ot and to go and obtain proof of ownership, and on one occasion a
farmer fromthis region cane and took his cattle away w thout attenpt-
ing to admit themagain. You recently refused another farnmer inmedi ate
entry, and he threatened to report you to his | ocal headnan, and you
are wonderi ng whet her the abattoir nanager has sent for you because of

this conpl aint.
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Brief 5 A

You are the manager of the Union creanery, and you have been very em
barrassed on the occasion of an unexpected check by the Mnistry of
Health. The ministry officials were reasonably satisfied with the

cl eanl i ness and physical conditions, but when they asked to see the re-
cord sheets fromthe nachine which records the tenperature of the mlk
awai ting collection, you found that nobody had bothered to replace the
sheets for many weeks so that the sheet had been covered with severa
sets of records and was quite illegible. The nministry officials said
they would have to nention this in their report, and left the cream
ery. You have asked the quality control supervisor, who is responsible
for records and quality maintenance, to cone and see you to explain his

failure.

You are the quality control supervisor for the ARCU creanery; t he
creanery has just had an unexpected visit fromthe Mnistry of Health's
officials, who appeared satisfied with what they saw but were obviously
di sappoi nted that you were not able to show them a cl ean set of records
fromthe storage tank tenperature recordi ng machi ne. The paper in the
machi ne had been in their for some nonths and was so covered with re-
cords as to be totally illegible. You are aware that you are neant to
change the sheet every week, but nobody has ever asked to see a com
pl eted sheet before, and until a few weeks ago there were no spare
printed sheets avail abl e. You had to cut sheets of draw ng paper and
copy the calibration froma previously used sheet on to them You are
able to read the tenperature of the tank at any tinme w thout |ooking at
the recordi ng sheet, and you had thought that it was really rather un-
necessary to change the sheets on a weekly basis. You are neverthel ess
not surprised that the creanery manager has asked you to conme and see

hi m
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SESSION 3.1
USING FIGIRES | N DECI SI ON- MAKI NG
(hjective: To enabl e participants to use sinple accounting and
other figures as an aid to decision-naking.
Jine: 3 to 4 hours.
Material : Case Study "Who is Right?"
Session Quide:

The structure of this session, and the use of the material, will depend

on the degree to which participants are already famliar with account-

i ng procedures. Ensure that participants really do understand how ac-

counts are constructed and used. It is not enough nerely to be able to

define the term nol ogy.

A possible structure for the session can be as foll ows:

Using very sinple figures, find out how fam liar participants are
with the construction of a Profit and Loss Account. Ensure that
they are all aware of how to deal with stock novenents when cal cu

| ati ng costs of goods produced or sold, of the distinction between
fixed and variabl e costs and of the various nethods of valuing in-

ventory.

The foll owi ng exanpl es may be useful:

Ask participants to state whether the following enterprise is

making a profit or a | oss.

Sal es $ 1,000
Pur chases $ 1,000
QO her Expenses $ 100

Most will say that it is |osing noney. Ask participants to sug-

gest other information which is necessary before this question can



be answered. They shoul d suggest stock novenents during the

period. The following figures illustrate this:
Case 1 Case 2
Openi ng st ocks $ 3,000 $ 3,000
Pur chases 1,000 1,000
Tot al 4,000 4,000
Less cl osing stocks 2,800 3,200
Cost of goods sold 1, 200 800
Sal es 1,000 1,000
Gross surplus ( 200) Loss 200
O her expenses 100 100
Net surpl us 300) Loss 100

A factory perforns as follows in nmonth 1:

Units produced $ 1,000
Total costs $ 2,000
Cost per unit $ 2

If it produces 1,500 units in nonth 2, what will be the tota

costs and the cost per unit?

Participants may say $3,000 and 2; elicit or introduce the dis-

tinction between fixed and variabl e costs, nmentioning extrene

cases such as hotels and market vendors. Ask participants to cal-

cul ate the answer for nonth 2 under conditions as follows:

Case 1 Case 2
Fi xed costs 500 1,500
Variabl e costs per unit 1.50 0.50
Total costs at 1,500 units 2,750 2,250
Cost per unit at 1,500 units 1.85 1.50

2) After checking this, distribute the handout and ask each partici-

pant, individually, to work through the first problem
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Ask participants to say whether the farmers or the farm supply de-
pot was right; shoul d the price have been $100 or $150 a drunf
Di scuss the use of LIFO and FIFO inventory eval uation, and stress
t hat accounting procedures in thenselves are nerely tools. On an
i ssue of this sort a decision has to be nade by a manager using
hi s own judgenent. Ask participants to suggest factors which may

i nfl uence this decision

Case Study 1

Alterpnative QOne: The old druns are sold at $3/litre

Advant ages
Purchase price determ nes selling price: no conplaints from

menbers on "stock-profits" by the society.

Di sadvant ages:
Det ai | ed stock records: it must be nade sure that only old

stock is sold at old prices.

Who will get the old cheap stock: I'i kelihood of getting in-

vol ved and being blamed for "favouritisnt

Alternative Two: The old druns are sold at $5/litre

Advant ages:
Everybody pays the sanme price, no favouritism and no danger of

selling off insecticide bel ow cost price.

Di sadvant ages
St ock-profit (however, can be redistributed |ater on as a pat-

ronage refund).

Ask participants to work through the second exanpl e: here, as
with the first, opinions will no doubt differ. Discuss the con-
cept of fixed and variable costs, and point out that many costs do
not lie neatly in one or the other category. Ask participants to
pl ace particular costs in the fixed or the variable category in

order to nmake this point nore strongly.



Case Study 2

One alternative would be to sell the butter at $2.50 to the
Persian Gul f. The dairy incurs a loss of at |least $1,000 i.e.
the difference between the production cost ($3.00/kg) and the
selling price ($2.50/kg) times 2,000 kg.

Sorme trainees will argue that the dairy is making nore than $1, 000
loss in view of the costs of having cold-stored the 2,000 kg ex-

cess butter for several nonths.

Ask them whet her the cold storage costs are fixed or variable
costs: sone will say they are fixed costs. Wiether the dairy
sells or buys the 2,000 kg, the cold storage belongs to the dairy
and will have to be functioning for cold-storing the mlk, cheese
and other butter fromthe dairy. Keeping the 2,000 kg in stock
doesn't therefore cost anything extra to the dairy. |t would
justify a decision whereby the butter is not sold and kept in
stock in view of a possible, however renpte, chance of selling the
butter in the Iocal market in the future. Selling to the Persian
@l f would nean a $1,000 certain loss. If however, the dairy had
to rent extra cold storage space for the 2,000 kg of butter, the
cold storage costs (several hundred dollars per nonth) would be-
conme vari abl e. They should be included in the total cost figures
for the 2,000 kg. It is evident that with a very renote chance to
sell the butter in the |local market, the purchase offer fromthe
Persian GQulf shoul d be accepted. Losses would be nore than $1, 000

but would continue to increase if the butter was kept on

Ask participants to work through the third exanple. Illustrate
the nature of the decision by the follow ng exanpl e:

A factory has fixed costs of $1,000 per nonth and variable costs

of $1 per unit. Capacity is 6,000 units per nonth. Research sug-

gests that custoners will buy as follows, according to the price
set:
Unit price Demand per month

$2, 00 3, 000

$1. 80 4, 000

$1.50 5, 000
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What price should be set?

Ensure that participants can work out the actual "break-even
point" for the new system that is the mninum nunber of exira
cattl e which would have to be brought to the abattoir at $5 per

beast, in order to nake the new system worthwhile.

Case Study 3
i I Lysi
Situation 1 as is now, i.e. 100 cattle/day and no extra

transport cost.

Fi xed costs $ 5,000
Variabl e costs 15,000

20, 000
I ncome: 13,000
Loss $ 2,000

Situation 2. society pays $5/beast extra for transport, but does

not get any extra cattle, i.e. supply remains at 100 cattl e/ day.
Fi xed costs $ 5,000
Variabl e costs 15,500 ($5/beast extra transport
cost)
20, 500
I ncome 18,000
Loss 2,500

Situation 3. same as 2 but supply of cattle increases by 50%to
150 cattl e/ day.

Fi xed costs $ 5,000
Vari abl e costs 23,250 ($22,500 paid to farmers
and $750 transport costs)

28, 250

| ncone: 150 cattle x 180
kg x $1 27,000

Loss 750



Situation 4 same as situation 2 but supply of cattle increases
to 200 beasts per day.

Fi xed costs $ 5,000
Vari abl e costs 31,000 ($30,000 paid to farmers
and $1, 000 transport
cost s)
36, 000

| ncome: 200 cattle x 180
kg x $1 36, 000
0 (no profit or |oss)

Elicit the follow ng reasoning

- each beast brings in $180 when it is slaughtered and sol d;

. of the $180, $150 are used to pay the farner and $5 for the

transport;

- the $25 which remain are used to cover the fixed costs; in
other words each extra beast contributes $25 to paying for the

fi xed costs.

The fixed costs are $5,000. How many cattle per day are conse-

quently necessary to pay for the fixed costs?

$ 5,000

= 200 cattle/day
$ 25

In such a situation all costs will have been paid for, but no cent
will be left. We are in no profit, no loss situation or at the
"break-even point". The formula to cal cul ate the break-even point

is therefore
Eixed Costs
I ncone/Unit - Variable Costs

Ask participants to assune a situation where the abattoir pays

$5/ beast for transport. At how many cattle/day will the abattoir
make the sane | oss of $2,000 as it is maki ng now?

Apply the above fornul a:
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$5,000 - $2 000
= 120 cattle/day
180 - 155

Though the figures are not taking the decision for the manager

t hey nake the decision maki ng much easier:

- if the manager can pretty safely assune that as a result of
payi ng $5/beast transport costs, the supply of cattle wll in-
crease fromno cattle to 120 cattle per day, he should def
initely follow the advice of the accountant and pay the trans-
port cost. Any extra cattle above 120 will bring the |oss
under $2,000 (i.e. the present |oss) and should therefore be

preferred.
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Wio is Right?

The nmenmbers of the Delta District Cotton G owers Society in Al pha
Regi on were annoyed and di sappointed with their new co-operative
uni on. They knew that the farm supply depot had several 50 litre

drunms of insecticide left over fromthe previ ous season, when they
had paid $100 a drum Now at the begi nning of the next season

they had been charged $150 a drum for exactly the sane insecticide
and they knew that sone at |east of the drums in question had cone

fromlast year's stock

The depot manager explained that the new season's price was $3 a
litre for a 50 litre drum and that everyone was paying this re-
gardl ess of whether the drumthey happened to buy was from |l ast

season or this season's stock.

The secretary of the society was not convinced and he conpl ai ned

to Uni on headquarters and the general manager had to make a deci -

si on.

As farmers began to deliver nore nmilk to the ARCU dairy, manage-
ment started to take advant age of export nmarket demand. This
nmeant that they had to make their own decisions on prices, since

export prices were not controlled as home market prices were.

An argunent devel oped between the nmanager of the creanery and the
marketing executive. An inquiry was received fromthe nationa

trade representative in the Persian Gulf, requesting delivery of
2,000 kil ograns of butter providing that this could be supplied at

$2.50 a kilo ex store.

The | ocal market only absorbed about three quarters of the
creamery's butter production, and 2,000 kilos of butter were al -
ready packed in the creanmery's cold storage room This stock had
been built up over the last few nonths, and the creanery manager
had cal culated that the butter cost $3 a kilo to produce. He was
therefore quite satisfied with the local market price of $3.50 a

kilo ex store.



When he read the price demanded fromthe Persian Gulf he pointed
out that the operation of the cold storage room cost several hun-
dred dollars a nonth. The stocks of butter that had been occupy-
ing valuabl e refrigerated space for so long m ght well exceed
$3.50 a kilo by now. It would involve an enornmous loss to sell it
for $2.50 a kilo. It should be added that extensive investiga-

tions were unable to identify any nore favourabl e export narket

opportunities.

The marketing executive insisted. He wanted the export business,
and argued that they should settle for the price of $2.50. The
two nmen could not agree, and they appealed to the general manager

for a deci sion.

The ARCU abattoir was certainly not paying its way, but the man-
ager could not accept that the solution was to [ncrease costs
Farmers had responded fairly well when the abattoir was opened by
the Union, but demand for meat, and capacity of the abattoir, al-
ways exceeded supply of cattle. Many farmers continued to prefer
to sell their cattle to |local butcheries, albeit for |ower prices,
because they said that their cattle would | ose weight if they had
to drive themto the abattoir and in any case the journey woul d

take too nuch tine.

The abattoir manager asked the farners to deliver their cattle by
lorry, but they refused even to consider paying the extra $5 a

head that this would invol ve

The abattoir worked 20 days a nmonth and the average throughout was

2,000 cattle a nonth. Typical costs of a day's operation were as

foll ows:

Cattle processed 100 head
Cost paid to farners $ 15,000
Wages ) $ 2,000
Overheads) Fixed Costs $ 3000
Total cost $ 20, 000
Meat Produced 18, 000 kil os

The average selling price was $1 a kil o.
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One of the accountants suggested that the abattoir should pay the costs
of bringing in the cattle. He argued that even if this concession

brought in only a small nunber of extra cattle it would be worthwhile.
The nmanager of the abattoir was not inpressed. He said his job was to

reduce costs and not to increase them and he asked the accountant to
prove his point.
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SESSION 3.2
THE BAL ANCE SHEFT
hjective: To enable participants to construct and analyse a
Bal ance Sheet and a statenment of the sources and appli-
cations of funds for a sinple organisation.
Tine: 3 to 4 hours.
Material - "How Does ARCU Stand?" and "The New Situation".
: . i de-:

As with the Profit and Loss Account (using figures in decision-nmaking),

partici pants' real know edge of the construction and use of Bal ance

Sheets nmay be varied and a | ack of it nay be conceal ed behi nd noddi ng

famliarity with the term nol ogy

The session may be structured as foll ows:

Ask participants to suggest what a Bal ance Sheet is and what its
pur pose is; or list the financial information needs of managers
and develop fromthat the structure of a Bal ance Sheet. Ask par
ticipants why both sides necessarily bal ance and ensure that al
appreciate that the Anerican, British or other nethods of |aying

out the figures do not affect the basic rules for constructing
Bal ance Sheets or the way in which they can be used.

Rem nd (or perhaps teach for the first tine) participants which
items are assets (uses of funds) and which are liabilities
(sources of funds), by asking themto divide a junbled |ist of

headi ngs to one or the other category.

Di stribute "How Does ARCU Stand?" and all ow participants to work
out the answer an their own;if they have difficulty in doing
this, it may be useful to ask themto state first without mention
ing figures which itens are uses (assets) and sources (liabili-

ties). For exanpl e transaction 1 produces the followi ng itens:



abiliti

G nnery (whol e val ue) Loan from Bank
Cash renai ni ng Balance owing to seller of
gi nnery

The Bal ance Sheet for ARCU, laid out in the North Ameri can

fashion, should read as foll ows:

Assets $ Liahilities $
Cash 67, 000 Overdraft 24,000
Loans to Menbers 20, 000 Oni ng for Final Pay-

ment on G nnery 50, 000
Mot or Vehi cl es 10, 000 Owed for Purchase of

Lorries 10, 000
Furniture 1, 000 Owned for Purchase of

Shares 6, 000
Rent Paid in Advance 1,000 Mermbers' Deposits 10, 000
G nnery 300, 000 Loan from Co-operative

Bank 300, 000
Shares In O her Capi t al 5, 000
Co- operative
Institutions 6,000

405, 000 405, 000

Go through this carefully with participants ensuring that any m s-
t akes are understood and corrected. I f necessary set a further
simlar exercise to ensure that the principles are fully under-

st ood.

By neans of very sinple one or two itemexanples illustrate the
concept of the novenment of funds over a period, |leading to a new
Bal ance Sheet at the end of the period. Ensure that participants
are famlar with the ways in which funds nove fromone itemto
another. This understanding is an excellent confirnmation of

under st andi ng of the Bal ance Sheet itself.

Hand out "The New Situation" and allow participants up to 30 nin-

utes to conplete a statenent which explains the changes fromthe



Session 3.2
Sheet 2

Bal ance Sheet which they previously constructed to the one given
on the new handout. Ensure that all participants have a neatly

prepared and correct copy of the Bal ance Sheet they have just con-
structed and | eave a copy on the chal kboard/ OHP to ensure that no

errors are made in this.

Stress to participants that errors in this type of work arise
mai nly fromuntidy | ayout and inaccurate cal cul ations rather than
basic | ack of knowl edge of the principles involved. Managers at

all levels nust not nake sinple mathematical errors.

When partici pants have conpleted their own work go through the ex-

ercise. The statenment explaining the changes in the period is as

fol | ows:
How the noney has been used = \Were noney has been taken from
$ $
I ncrease in stocks 40, 000 Reducti on of cash 52, 000
I ncrease in advances Consunption of rent
to menbers 20, 000 paid in advance 1, 000
Increase in shares in I ncrease in sundry
other institutions 4,000 creditors 25, 000
Increase in furniture
and fittings 4, 000 I ncrease in overdraft 26, 000
I ncrease in buildings 30, 000 I ncrease in deposits
fromindividual nenbers 10, 000
I ncrease in val ue of
vehi cl es 200, 000 I ncrease i n anpunt
owi ng for vehicles 190, 000

New advance paynent 200, 000
Increase in deposit

Reduction in anmount from nenber societies 10, 000
owed for ginnery 50, 000

Increase in loan from
Reduction in anount devel opnment bank 250, 000
owed for shares 6, 000

Increase in capita
Funds consuned by subscriptions 10, 000
| oss on operations 20,000

TOTAL 574, 000 TOTAL 574, 000
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How Does ARCU Stand?

When ARCU was set up it took over a nunber of existing activities from
primary societies and other traders, it purchased the ginnery fromits
previ ous owner and it also started to inplenment plans for new activi -

ties that had not been carried out in the region before

After the union had been in existence for a nonth the general nmanager
asked for a statenent of its financial situation, so that he could see
where the union stood, what it owned and how it had been funded. The
table had to put together froma rather confused list of itens as fol-

| ows

1) ARCU bought the ginnery for $300,000, with a |oan fromthe co-
operative bank; $250, 000 had been paid, and the bal ance was held
by ARCU in its bank account to be paid when all final points of

the sal e had been finalised.

2) The five active co-operative societies in the region had each sub-
scri bed $1,000 of share capital to ARCU

3) ARCU had taken $10,000 worth of deposits from nenbers. |t had
borrowed a further $20,000 fromthe co-operative bank for |ending
to nmenbers and had al t oget her | ent $20,000 to nenbers, 50% of

whi ch was estinmated by the registrar as bei ng uncol | ectabl e.

4) ARCU had purchased five lorries fromthe prinmary societies for
$2, 000 each; these were to be paid for in kind, in the form of

farminputs at the beginning of the next season

5) ARCU had borrowed $4,000 fromthe comercial bank. $1,000 of this
had been paid for furniture, $1,000 as advance paynent for siXx
nont hs' rental of the offices fromthe end of the first nonth and

t he bal ance remmi ned in the union's account.

6) ARCU had as yet paid no salaries or other operating expenses,
since the first few nonths of operation were to be funded on a

grant basis by the registrar's departnent.



7) ARCU had purchased $6, 000 worth of shares in National Co-operative

Organi sations; paynent for these was to be nade after three

nont hs.

Assignment

Produce a statenent of ARCU s financial situation which will show the

manager where its funds have cone from and how they are enpl oyed.
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| S :

After six nonths of operation, ARCU s Bal ance Sheet was as foll ows:

$ $
Cash 15, 000 Sundry Creditors 25, 000
St ocks 40, 000 Overdraft 50, 000
Advances to Farmers 50, 000 I ndi vi dual Deposits 20, 000
Net of All owance Oned to the Lorry
for Bad Debts 10,000 Suppliers 200, 000
40, 000
Deposits from Soci eti es 10, 000
Shares in other
Organi sations 10, 000 Oned to Co-operative
Bank 300, 000
Furniture & Fittings 5, 000
Menmber Societies Sub-
Bui | di ngs 30, 000 scriptions 15, 000
Vehi cl es 210, 000 Oned to Devel opnent Bank 250,000
Pl ant and Machi nery 300, 000 Tot al 870, 000
Advance Paynent for Less:
Abattoi r Construction 200, 000
Loss on Qperations 10, 000
Bad Debts 10,000
850,000 850,000

Clearly a great deal had been achi eved, but nenmber societies were
sonewhat confused by all the figures; they wanted to know what had

happened during the first few nonths; where had the noney cone from

and how had it been used?

Assi gnment .

Produce a statement which explains how this Bal ance Sheet has evol ved
fromthe previous one, by listing where funds have been obtained from

and how they have been used.
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SESSION 3.3
EL NANCI Al APPRA| SAL
(hjective: To enable participants to appraise the borrow ng capa-
city and general financial nanagenent of a primary so-
ciety fromits annual accounts
Tine . 3 to 4 hours.
Material . Case Study "The Loan Request".
Session Quide

This session should briefly introduce participants to the fundanental
managenment rati os and to an understandi ng of what can and cannot be
gl eaned about an organisation fromits Bal ance Sheet. Mre tinme wll

be available in Session 3.4 and 3.5 for nore detail ed exam nati on of

the accounts of a co-operative union itself.

Many people are familiar with the critical ratios and can cal cul ate
them froma set of accounts, but have little idea how to use the re-
sults in terms of recomrendi ng changes. The sinple set of accounts

provided in the exercise, and possibly others as well, should be used
not nerely as occasions to calculate ratios but also as an opportunity

to draw concl usions fromthem

The session may be structured as foll ows:

1)  Put on the chal kboard or OHP sone exaggerated and sinplified ex-
anpl es of accounts showi ng unsatisfactory situations. These may
include a business which is bankrupt, has grossly excessive
stocks, mnimal nmenbers' equity and excessive debtors. Ask parti-
cipants to identify what is wong with the organi sati ons and de-
vel op from di scussion of the exanples a list of useful ratios of
liquidity, stock turnover, debtor and creditor turnover and sol -

vency.

In case trainees are not yet fanmliar with ratios and rati o-

anal ysis, the follow ng introduction could be given.



In processing |oan requests a bank takes care of three aspects:

i) Safety of the investnent (will we get the noney back?).

ii) Liquidity of the lending (will the borrower be able to pay

| oan installnents and interest when they are due?).

iii) Profitability of the I ending (how rmuch interest can we

charge?).

To ascertain these aspects, financiers call for previous accounts
of an enterprise and anal yse them Such analysis and interpreta-
tion of accounts give a revealing insight into the client's finan-
cial position and help in taking a decision. Financiers have two

tools at their disposal:
i) Funds flow anal ysis (discussed and dealt in 3.2).
ii) Ratio analysis.

These can and are in fact applied by managers of enterprises them
selves to identify the areas demandi ng actions and the nature of

actions to be taken.

Ratiao: A ratio is a nunber showing a relationship between two
figures or sets of figures. The nbst comon form of ex-

pressing a ratio is the percentage.

A Ratios relating to capital structure and efficiency

. . - QOm Capital x 100
1. Proprietary Ratio -~
Total Assets

Omn Capi t al = Share Capital + Reserves + Surplus
Total Assets = Fixed Assets + Current. Assets
Lndi cates

i) How nuch assets are financed by own funds and how

much by borrow ngs.

ii) Hgh ratio indicates strong capital base but may

mean over-capitalisation.

2. Debt Fnquity Ratio = Total Qutside liabilities x 100
Omn Capita
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The proportion of liabilities to owned funds

ii) Usually ratio in excess of 100% shoul d be carefully
| ooked into.

iii) The higher the ratio, the greater the stake of cred-
itors, the heavier the interest charges and the
greater the lack of flexibility in business.

. - Cost of Goods Sold
Stock Turnover Ratio =
Aver age Stock
_ . I | 0si I

Aver age Stock

2

Lndi cates

)

Nunber of tinmes of stock turned over.

ii)  Turnover depends upon nature of business

- Higher in consuners' goods

- Lower in luxury itens

iii) - Lower turnover indicates bad purchases, carrying

and accunul ati ng excessi ve stock.

. . . —_ i
Stock-Working Capital Ratio = Qosing Stock

Working Capita

Wor ki ng Capital = Current Assets nnus
Current Liabilities

Current Assets - include cash, sundry deb-
tors, st ock and ot her
items which are nornmally
converted into cash in
| ess than one year.

Current liabilities - Liabilities to be paid in
| ess than 12 nonths' tine.

Lndicates

Proportion of stockholding in relation to working capital

Debtors' Velocity

Can be

measured by two ratios. The first one giving the

average credit sales per day:



Jotal Credit Sales in a Year
360

The second one indicating the average nunber of days
credit was given; the fornmula to be applied here is a bit
| ess obvious but the foll owi ng extreme exanple should

clarify it.
The fornula is:

Qutstanding Debtors at the end of a Period | . nber of days
Total Credit Sales in that Period in the period

Exanple: Assume following credit sales in the nonths
January to March.

January : 1,000/2 nonths credit given/paynent due March
February : 1,000/ 2 nonths credit given/paynment due April
Mar ch © 1,000/ 2 nmonths credit given/paynent due My

On 31 March we want to know the average nunber of days we

have given credit during the first trinmester of the year.

Appl yi ng the above fornul a: 2000 x 90 = 60 days or two
3, 000 nmont hs

6. Creditors' Velocity

The same thinking applies as for "Debtors Velocity."
Average daily credit purchases are given by foll ow ng

formul a:

Jotal Credit Purchases in a Year
360

The aver age nunber of days credit received is given by

follow ng formula:

Qutstanding Creditors at the end of a

Perio x nunber of days
Total Credit Purchases during that in the period
Peri od
i qui di .
1. Qurrent Ratio-= Current Assets

Current Liabilities
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A healthy ratio would show 2.1 rel ationship.

Lndi cates
i) Adequacy of working capital

ii) Excessively high ratio is a sign of too |large stock or
i dl e cash.

2. Quick Ratlo = Qurrent Assets - Stock
or Current Liabilities - Overdraft

Acid Test Ratio

Normally the ratio should be around 1.1.
Indi cates

Net liquidity position, i.e. whether imediate liability

can be net.

C. Profitability Ratios

1. Goss Profit to Sales H Goss Profit
X 100
Sal es

Lndi cates

Profit earned.
2. Net Profit to Oan

Capital S Net Profit after Tax x 100
Omn Capi t al

lndicates:

Rate of return on owned funds.
3. Net Profit to net Sales = Net Profit

Sal es

Lndicates:

Net margin on sal es.

Cal culating ratios in isolation does not provide neani ngful indica-
tions. Rati os shoul d be considered sinultaneously - one in rel a-
tion to the other. Only then will they prove an effective aid to

nmanagement deci si ons.



The followi ng exanple illustrates slow stock turnover, excessive
credit, poor liquidity and i nadequate nenbers' equity. It may
al so be used to check participants' understanding of the relation-

shi p between the Tradi ng Account and the Bal ance Sheet.

: : ) : :

$ $

Sal es 10, 000
Openi ng st ocks 20, 000
Pur chases 10,000

30, 000
Less cl osing stock 22,000
Cost of goods sold 8, 000
G oss surplus 2,000
Expenses 1,500
Net surplus 200

Bal ance Sheet for XYZ Co-operative Store

on 31 Decenber 1980

Assets Liabilities
Cash 500 Oned to suppliers 10, 000
Account s receivabl e 8, 000 Bank overdraft 20, 000
St ocks 22,000 Rei nvest ed sur pl us 1, 000
Bui | di ngs 1, 000 Menbers' shares 2,000
Vehi cl es 1,500

33, 000 33, 000

Distribute "The Loan Request" and ask participants, in groups or
i ndividually, to assess both the capacity of the Delta Cotton
G owers Society to borrow the $10,000 on the terns described, and

its financial position in general

Allow up to half an hour for this; then reconvene the group and

ask participants or groups to give their concl usions.
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Possi bl e suggestions may include the follow ng:

The society cannot fund an annual repaynent of $1,500; addi-
tional sales of produce of $4,000 or a 20% i ncrease over exi st-
ing figures, will be needed to produce the necessary net sur-

pl us.

A 1.75% bonus on trade is not excessive, but can menbers be ex-
pected to forego even this if necessary in the interests of re-

payi ng the | oan?

The stock turnover of the society is 21.87 tinmes a year; this
seens reasonably rapid but these figures nay not reveal the
stock position at all times of year. Accounts are nornally

struck at a mni mum stock period

The amount of debtors when related to turnover is negligible as

m ght be expected with a society marketing only for cash

The amount of noney in cash and at the bank seens mnimal. Is

it enough for day-to-day transactions?

- The ratio of nenbers equity to total capital enployed is 52%
(2.2 to 4.2) or 71% (3.0 to 4.2) if nmenbers |loans are treated
as equity. Which figure is relevant and is the rel ationship
reasonabl e? \hat effect would the loan have on the ratio if it
was granted? (The ratio would drop to 21%only if nmenbers

|l oans are treated as equity and to 6.5%if not.)

- The surplus is 22%on turnover. Should the society be naking a
smal | er payout to nembers in order to have nore protection
agai nst price or expense variations? If the allowance is too
generous the bonus can always be increased and the nenbers re-

funded in this way.

Ask participants what further information they m ght need before
maki ng a deci sion on the proposed | oan. They may suggest nore in-
formati on about the quality of the manager, the loyalty of the
menmbers, the future forecasts of business, the past reliability
and consi stency of annual figures and the | egal claimof the

| ender in the event of default.
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Ihe loan Request

The Delta District Cotton G owers Society was one of the few active so-
cieties in Al pha Region, and the comittee enthusiastically supported
the work of the new Union. After a few nonths, growing optimsmin
Delta District encouraged the society's nenbers to revive a project
they had cherished for many years: the construction of a proper so-
ciety office and store to replace the dilapidated rented property they

had occupi ed for many years.

The soci ety approached the co-operative bank for finance, and the bank

referred their request to the general manager of ARCU. Did he consider
that the financial condition of the Delta Society justified a $10, 000
loan, to be repaid over ten years at $1,500 per year including

interest?

Bal ance Sheet for the Delta Cotton Growers Society

Assets ¥ Liahilities 3
Cash in the Bank 150 Creditors 200
Cash in Hand 50 Overdraft 1, 000
Debt or s 100 Menbers' Deposits 800
St ocks 2,600 Reserve Fund 100
Furniture and Fittings 300 Share Capital 2,100

Shares in Co-operative
Uni on ( ARCU) 1,000
TOTAL 4,200 TOTAL 4,200
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Sal es of Produce

Openi ng Stock

Pur chases from Menbers

Tot al
ess Cosing Stock

Net Cost of Goods
G oss Surplus
Expenses:

Wages

Committee Menbers All owance
Transport

Depreci ation

Rent

Tot al

Net Surpl us

Pl us Bal ance Brought Forward

Total Surplus to be Allocated

Bonus on Trade @ 1. 75%
Educati on Fund

St ock Reserve

Carried Forward

Assi gnnent

600

2,000
500
1, 000
100

700
150

37, 600

40, 000

5, 000

1, 000

1,100

100

Advi se the general manager: should he recomrend that the Delta Society

shoul d receive the | oan they have asked for,

tell you about the financial

managenent of the society?

and what do the accounts
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SESSION 3.4
APPRA| SAIL OF A UNION S ACCQUNTS
(hjective: To enabl e participants to use accounts for nmnagenent
deci si ons.
Tine: 1 to two hours.
Material - Case Study "Annual Accounts".
: . i de.

There is always a danger that those participants who have sone fam -
liarity with accounting will "carry" the renainder in group discussions
and in plenary sessions so that those who are ignorant of accounting

can renmin ignorant even after sone hours of instruction

For this reason it is probably best for half or possibly all this ses-
sion to be spent by participants working on their own on the ARCU ac-
counts. If the know edge of accounting appears on close analysis to be
fairly evenly spread through the group, at whatever level, then it my

be appropriate to allow themto consider the accounts in groups.
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Annual Accounts

The ARCU accountant felt that his job was done. The final accounts for
the first year of the Union's operations had been conpl eted, audited
and sent to the registrar, only a few weeks after the end of the year

what nore coul d anyone ask of an accountant?

The general manager sent for himand asked what the accounts were for

The accountant replied, after sone hesitation, that they were for the
registrar. The general nmanager replied that he thought that the ac-
counts were neant to hel p managenment , not just to satisfy the regis-
trar's procedural requirements. Coul d the general manager and nanage-
ment in general learn fromthe accounts, to help themto do a better

j ob next year?



Balance Sheet for the ARCU after Twelve Months of Operations

Assets

Cash

Debt ors

Loans to Farmers 115, 000

Less: Al |l owance
for Bad Debts 10,000

Net

Moni es Oned By Societies
St ocks of Farm I nputs

St ocks of Farners’
Produce

Vehi cl es

Furniture and Fittings

G nnery Net of
Depr eci ati on

Abattoir
Bui | di ngs

Shares in Co-operative
Institutions

TOTAL

2, 000

90, 000

105, 000

110, 000

300, 000

50, 000
190, 000

10, 000

270, 000
250, 000

90, 000

10,000
1,477,000

abiliti
Creditors
Overdraft
Soci ety Deposits

Oned to Co-operative
Bank

Oned to Devel opnent
Bank

Menbers' Deposits

Menbers' Societies’
Shar es

Sur pl us

TOTAL

275, 000
150, 000

185, 000

450, 000

350, 000

40, 000

25,000

2,000

1,477,000
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Sal es
Openi ng St ocks

Plus Purchases

Less: d osing Stocks
Cost of Coods Sold

G oss Surplus

Total G oss Surplus
I nterest Earned
Transport Charges

Total G oss Surplus

Expenses:

Depreciation - Gnnery
- Vehicles

Wages

Water and Electricity

I nterest Paynents
Printing and Stationery
Suppl i es and Servi ces
Tel ephone

Provi si on Bad Debts

Tot al

Sur pl us

Earm Supplies
$
850, 000
ni |
1. 070,000
1, 070, 000
300,000
770, 000

80, 000

Earners' Produce

$

600, 000

ni |

580, 000
50, 000
530. 000

70, 000

\/

30, 000
20, 000

40, 000
1, 000
45, 000
10, 000
15, 000
1, 000

150, 000
10, 000

165, 000



Assi gnnent .

How mi ght the presentation of the accounts have been changed in

order to make them cl earer?

VWhat are the critical ratios which should be exam ned and what are

their inplications for nanagenent?

What specific action should be taken by ARCU managenent in the
forthcom ng year to renedy problens that have been identified in

t he accounts?
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SESSION 3.5
DI SCUSSI ON OF ACCOUNTS APPRA| SAl
Chiective To enabl e participants to share the insights of the
group in relation to a given set of accounts, and to ap-
ply what they learn to their own situation
Time 1 to 2 hours.
Material "Annual Accounts", and if possible sets of accounts from
partici pants' own organi sations.
Session Qiide:

Ensure that those participants who are not familiar with accounts are
able to contribute to and learn fromthis session as well as those with
more know edge of the subject. They ny find this difficult, particu-
larly since they may be | ess expert in other areas of nanagenent, but
if they are allowed to nonopolise the floor those who are not as fortu-

nate as they are will |earn nothing

The session may be structured as foll ows:

1) Ask participants to describe how el se the accounts night have been
presented: they nmay nention the British as opposed to the
Anerican | ayout which has been adopted, but this makes very little
difference. Some authorities prefer the foll ow ng approach which
participants may find nore informative than the two col um net hod
used in the case study. It is inportant to stress that there is
no right or wong nethod and that organisations should choose that

which is nmost useful to those for whomthe accounts are intended.



Sources of Capital (Liabilities)

Shares

Reserves

Long Term Loans
Deposits
Overdrafts
TOTAL

Enpl oynent of Capital (Assets)

Fi xed Assets

Vehicles, Furniture and Fittings

I nvestments in other Societies

Tot al

Current Assets

St ocks

Debt or s

Tot al

Less: Current Liabilities
Creditors

Net Current Assets

TOTAL

Go through each itemin the accounts in sone detail,
own right and in relation to other

610, 000
200, 000

2,000
350, 000

657, 000

25, 000
2,000
800, 000
225, 000

150,000
1,202, 000

820, 000

382,000

1, 202, 000

both inits
itens where the ratio nay be

relevant. The follow ng points may be elicited fromparticipants

and di scussed by the group:

Cash Is this anbunt too | ow to neet day-to-day re-

qui renent s?

Liquidity Wi ch of the current assets are readily avail able
in case of need: $2,000, $90,000 or what other

amount ? Whi ch current
likely to be called at short

the relationship of the current

liabilities are in fact
notice? In any case

assets to the
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current liabilities is far too |l ow and any un-

foreseen denmand might |ead to insolvency.

Is 8.7% a good performance, or too optinistic an
al  owance? I n any case $10, 000 was brought for-
ward from the previous organi sati ons when the
| oan accounts were taken over. Has any all owance
been made for bad debts in the portfolio of |oans
nmade by ARCU itsel f?

Are the figures for debtors, advances and nonies
owed by societies generally clearly distinguished
from each other? May potential farnmers' bad

debts also | ead to repaynent problens by the so-

cieties of which they are nenbers?

Taki ng the cl osing stocks as an average st ock-
| evel, the stock of farmsupplies is only turned
over 2.56 tines a year. This seens far too sl ow
and an extravagant use of scarce finance but
there may be genuine reasons for high stocks such
as shortages, unreliable deliveries, increase in
prices or the particular season at which the

stock was taken. How were the stocks val ued?

St ocks of produce turn over 10.6 tines a year.
Thi s seens adequate but perishabl e produce should
not remmin in the warehouse for nore than a

month. Are the stocks all sal eabl e?

What does a depreciation rate of 10% per annum
inply?  Shoul d the vehicles be depreciated nore

qui ckl y?

Shoul d the shares in other co-operative organi sa-
tions be sold for the Bal ance Sheet val ue? Are
these really subscriptions which should be

witten of f?

ARCU i s on average taking nore than three nonths

to pay its bills to suppliers.



275, 000

X 360 days = 93 days or 3 nonths.
1, 070, 000

Is this effective managenent of sources of fin-

ance or are suppliers beginning to |lose their

pati ence?
Reserves : Are the anmpunts to small?

Qmers' Fquity: The owners' investnent is a very small proportion
of the total capital enployed. Lenders will hes-
itate to advance further funds because the owners
t hensel ves have so little to | ose, and the Union
has also to pay $45,000 a year in interest.
Wiich items really should be considered the

owners' investnents?

Surplus: The figures of 9.4% surplus on supplies and 11. 6%
on purchases from soci eti es appear to be reason-
abl e. It may be necessary however to increase
themin order to build up reserves and the

owners' equity.

Liens: Are these sufficiently detailed or is the inform
ation given in too nuch detail ? Should further
i nformati on on stock val uati on nethods, remnunera-
tion of staff, nunmbers of staff, types of activi-

ties and so be provided in notes to the accounts?

Ask participants what changes they woul d reconmend in the nanage-
ment of ARCU in order to inprove the situation. They should sug-
gest a campaign to increase the proportion of owners' equity, both
by soliciting subscriptions fromexisting and new nmenber societies
and by increasing the surplus on farm supplies and produce in
order to generate reserves for re-investnent. This may be a | ong

process but nust be undertaken, and nenbers nust not expect any
return on their investnment for a long period, if the ARCUIis to
beconme a viable and credit worthy organi sati on which can attract

finance on its own nerits.
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If participants feel that this judgenent is too severe, ask them
whet her they as private individuals or private bankers would | end
money to ARCU as it presently stands. What ternms woul d they de-
mand and what inplications whould these have for ARCU?

Shoul d an organi sati on such as ARCU subsi st on the basis of "de-

vel opment” funds which are not lent on comercial criteria?

If tinme allows ask participants to produce sets of accounts for
their own co-operative unions and attenpt to anal yse these in the

sane way as those from ARCU have been treated.
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SESSION 3.6
THE NEED FOR BUDGETS
hjective: To enable participants to deci de how overall financi al
results can be achieved, and to identify the need for
budgets as a device for controlling and notivating
achi evenent .
Time: 1 to 1/2 hours.
Material Bal ance Sheet and Tradi ng Account for ARCU from previous
sessi on.
Session Qiide:
1) Ensure that all participants have copies of the ARCU accounts from

the previous session. Remind themif necessary of the conclusions
reached at that session

Ask participants to comment on the net surplus of $2,000. What
2,000

850, 000 + 600, 000

I's this an adequate perfornmance? Clearly it is inadequate. Ask

percentage of the total is this? (0.13% or

participants to suggest ways in which it mght be increased. The
fol |l ow ng suggestions nmay be made and should be |Iisted on chal k-
boar d/ CHP:

- Increase sales of farmsupplies, farm produce or both.
- Reduce cost of farm supplies, farm produce or both.

- Reduce any or all expense itens.

Ask participants what would be the effect of a general direction
to increase the surplus in every way possible? Wuld all staff be
likely to work towards the sane goal ? Participants should iden-

tify potential contradictions such as:

- lncreased transport charges might mean Lower supply of produce

and consequently | ess sales of produce.
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Lower wage payments mnight nmean Lower turnover.

H gher purchase prices for nmenbers m ght be needed to achieve

hi gher turnover.

Al l ow participants up to 20 minutes individually to calculate rea-

sonabl e ways in which ARCU m ght achieve a surplus of $20,000 in

the follow ng 12 nonths.

Ask participants to state their suggestions. Qpinions will vary

but sone of the possibilities are as foll ows:

I ncrease sales of farmsupplies to $1,041,250, i.e. by 22.5%
Goss surplus on farm supplies wll increase to $98, 000
(+ $18,000). Assumi ng that other costs do not increase net

surplus will increase to $20, 000.

I ncrease sales of farm produce to $755,000. Surplus on farm

produce will increase to $88,000 (+ $18,000). Assunming that

ot her costs do not increase, net surplus will increase to
$20, 000.

Doubl e transport charges which will increase

ear ni ngs by $ 5,000
Reduce wages by one quarter which will save: $10, 000

Reduce stocks by $100, 000 which will save
i nterest charges of approximately $ 3,000

(assuned interest 3%
Total saving $18, 000
Resulting in total net surplus of $20, 000.

Poi nt out that a general instruction such as "reduce costs by 10%
is not a guide to action. Specific targets nust be cal cul at ed

which are feasible and understood by those responsible for
achieving them  The above "splitting out" exercise has hel ped to

define specific targets.

Ask participants to inmagi ne thenselves to be nanual |abourers who
are responsible for digging a ditch. wich of the follow ng in-

structions would they prefer to work to?
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"Dig a one netre deep, twenty five centinetres wide ditch as

far as you can along this line."

"Dig a one netre deep, twenty five centinmetres wide ditch forty

metres along this line today."

Most peopl e prefer specific neasurabl e objectives because:

They know what they are aimng at.

They know when they have achieved it.

Rel ate this to the proposed i nprovenents in ARCU performance. Are

co-operative managers usually instructed as foll ows:

"Make as few phone calls as you can.”

"Try to reduce our use of stationery."

"See if you can cut the wage bill a bit."

R
"We spent $1,000 on the tel ephone | ast year. The figure nust
be reduced to $750 this year. Each nonth's bill will be com

pared with the sanme nonth | ast year to check we are achieving

the 25% reduction.”

"We shall cut our printing and stationery costs by 30% or
$3,000 this year. The new and | ess expensive paper wll save

$2,000 if we use the sane anount of paper as we did |ast year,
and stores staff will control the use of stationery in order to
achi eve a further saving of $1,000 by reducing the anount

used. "

"W nust save $2,000 on the wage bill next year. W can save
$500 by elimnating Saturday afternoon overtine in the ware-
house, and $1, 500 by not replacing the turnboy and the ware-

house trai nee who propose to | eave."

Ask trainees to refer to their suggestions for increased revenue

or reduced costs in order to achieve a net surplus of $20, 000 for

ARCU.  How woul d they translate these proposals into targets which



can be understood by staff responsible for them and which can be

nonitored in order to neasure how successfully they are being im
pl ement ed?

Partici pants may already be famliar

with systenms of budgetary
control

Poi nt out that the budget systens are designed to trans-

| ate broad objectives into specific targets for individual sec-
tions and staff.
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SESSION 3.7
CASH BUDGETS
Chjective: To enabl e participants to identify the cash flow inpli-
cations of proposals, and to produce cash budgets which
will mnimse the risk of insolvency.
Tioe 1 hour.
Material . As previ ous session
Session GQiide:
1) Remind participants of the ARCU probl ens described in the previous

sessi on. Ask them what would be their imediate reaction to the

foll owi ng suggestion for inprovenent:

- "W can reduce costs of farmsupplies by 2 lzw i f we pay cash in-
stead of taking 30 days credit. This wll save $19, 250
($770,000 x 2.5% which is nore than we need to bring the sur-
plus up to $20, 000."

- "W can reduce our annual wage bill by 25%or $10,000 if we can
install an integrated naterials handling systemin our produce
and supplies warehouse. It will only cost $50,000, and the
suppliers assure us that it will last at |east ten years so
that the net increase in surplus, after chargi ng $5, 000 depre-

ciation, will be $5,000 per year."

The savings mi ght indeed be made, but ARCU does not have the cash
to pay for the suggested investnent. Participants nmay not appre-
ciate that paying for sonething earlier, or receiving noney |ater
represents a use of noney, or an investment, just like a piece of
equi pnent . Illustrate this point with the foll ow ng exanpl e which
shoul d be witten on the chal kboard/ CHP.

"Two co-operative socities are proposed to be set up. Each is to
buy $10,000 per nonth worth of goods fromthe nmenbers, for cash,
and to sell the goods one nonth later for $11,000. Society Ais



to sell

livering the produce to the custoner.

for cash, while Society Bis to be paid a nonth after de-

The societies will pay

$1, 000 per nonth, in cash for all premi ses, wages, transport and
ot her services and it is proposed in both cases that they should
mai ntain a cash bal ance of $1,000 for day-to-day purposes. Wat
i nvestnent will be required to nake each society function?"
Saciety A
Cash Coi ng Cash Comi ng Cash Needed
Qt Ln
$ $ $
Month 1 1,000 (cash) 11, 000
10,000 (stocks)
11, 000
Month 2 1,000 (cash) 11, 000

10,000 (stocks)
11, 000

The sane continues in the foll owi ng nont hs.

amount needed to nake Society A operational

Cash Going

Hence the total
is $11, 000.

Society B
Cash Comi ng
I'n

Cash Needed

Month 1 1,000 (cash)

10,000 (stocks)

11, 000

Month 2 1,000 (cash)

10,000 (stocks)

11, 000

Month 3 1,000 (cash)

10,000 (stocks)

11, 000

The sane continues in the foll owi ng nmont hs.

$ $

- 11, 000

- 11, 000

11, 000 -

Hence the total

amount of nobney needed in this case is $22, 000.
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Society B will require $11,000 nore investnent, although the vol-
une, surplus and expenses are identical to those of Society A

The critical factor is the timng of the novenents of cash

Distribute the exercise and allow participants up to 30 m nutes on
their own to conplete it. Ensure by inspection that all partici-
pants understand what is required and gui de those who appear

"l ost".

Ask participants to present their results. The answer is as

fol | ows:
Cash Cash Net for Cumulative net
out in month at end of month
Month
$ $ $ $
1 21,000 25,000 + 4,000 + 4,000
2 1,000 - - 1,000 + 3,000
3 1,000 - - 1,000 + 2,000
4 1,000 - - 1,000 + 1,000
5 1,000 - - 1,000 -
6 1,000 6,500 + 5,500 + 5,500
7 1,000 - - 1,000 + 4,500
8 1,000 - - 1,000 + 3,500
9 1,000 - - 1,000 + 2,500
10 1,000 - - 1,000 + 1,500
11 1,000 - - 1,000 + 500
12 1,000 6,500 + 5,500 + 6,000

The proposed finance would not be sufficient, since cash would be
zero at the end of nonth 5 and the nonthly operating costs of $500
for nonth 6 would have to be paid out during this nonth before
nembers' paynment of $6,500 was received. The society shoul d

therefore arrange to have overdraft facilities of at |east $1,000

to be drawn on as required.



Ask participants what the society mght do if an overdraft is not
avai |l abl e. Menbers should pay nonthly or quarterly, and a bank

woul d probably insist on this in any case.

I f necessary ask participants to repeat the exercise assuning that
menbers paid quarterly rather than six nmonthly. The figures are

as fol |l ows:
Cash Cash Net for Cumulative net
out in month at end of month
Month
$ $ $ $
1 21,000 25,000 + 4,000 + 4,000
2 1,000 - - 1,000 + 3,000
3 1,000 3,250 + 2,250 + 5,250
4 1,000 - - 1,000 + 4,250
5 1,000 - - 1,000 + 3,250
6 1,000 3,250 + 2,250 + 5,500
7 1,000 - - 1,000 + 4,500
8 1,000 - - 1,000 + 3,500
9 1,000 3,250 + 2,250 + 5,750
10 1,000 - - 1,000 + 4,750
11 1,000 - - 1,000 + 3,750
12 1,000 3,250 + 2,250 + 6,000

Stress that the radically different position, showing a sound and
vi abl e operation as opposed to an insolvent one, is totally the
result of a change in the tinmng of noney novenent. The ot her

figures are unchanged.

Stress that managenment must budget for the timng of noney nove-
ments as well as for the anount. The first exanple shows the pro-
posed society to be profitable but bankrupt within six nonths of
starting. Debtors, stocks and cash and bank bal ances nust be

forecast and nonitored just |ike expenses and incone.
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Cash Fl ow Exercise

The 130 dairy farnmers of Tau District wish to start a nmarketi ng so-
ciety. Its sole function, initially at any rate, would be to operate a
vehi cl e which would coll ect nenbers' mlk every day and deliver it to
the Co-operative Union Creamery. To avoid conplications, the prospec-

tive menbers propose that they should continue to be paid individually
for their mlk by the creanery. The co-operative would provide them

with transport services only. The proposal was referred by the regis-
trar to ARCU, since Tau is in Al pha Region. The proposal appeared to
be satisfactory, but the registrar wanted to be sure that it was ade-

quately financed fromthe begi nning.

The prospective nmenbers proposed thensel ves to invest $5,000 and they
had asked the co-operative bank for a | oan of $20,000 to pay for the
vehicle, repayable in 5 years at a nonthly rate of $500 payable at the
end of each nonth. The total operating costs including fuel, nain-

tenance and driver's wages were estimated to be a further $500 a nonth,
payabl e in cash, while nmenbers would pay a fixed charge of $100 a year
each for the service, to be paid in 2 installnments, at the end of June
and the end of Decenber each year, when their surplus cattle were

normal ly sold for neat so that spare cash was avail abl e.

Assi gnnent
1) Cal cul ate the nonthly inflow and outfl ows of cash for the first 12

nont hs of operati on.

2) Wul d the proposed finance be sufficient? If not, what el se would

be required and when?

3) How shoul d t he proposed society ensure that the cash requirenents

did not exceed what was esti mated?
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SESSION 3.8

SETTI NG BUDGETS

hjective: To enabl e participants to set budgets in consultation
with staff who are responsible for achieving them

Tioe: 1 to 12 hours.

Material Role Play Briefs (to be given to two trai nees sone tine
before the session). Trai nees not to discuss their
briefs with one another. ARCU accounts from Session
3. 4.

Session Quide:

1) Remind trainees of the ditch digging task di scussed i n Session

3. 6. It was agreed that people prefer to have specific targets to
work to, rather than working without any particular end in view
From the organisation's point of view, staff nmust work towards
targets to avoid conflict and failure to achieve overall object-
ives, as was seen in the discussion of ways in which ARCU s sur-
plus could be increased from $2,000 to $20, 000. Ask participants

how such targets are to be set.

Partici pants nay suggest variants of the follow ng alternatives:

Managenent shoul d convert the basic objectives, such as in-
creasing the surplus by $18,000, into individual results which

staff nust be instructed to achi eve.

Managenent should identify the general direction of changes re-
qui red (increased sal es, reduced costs, etc.) and shoul d ask
responsible staff to say what they believe they can achieve.

Their answers should be used as the targets or "budget".

Managenent and their subordinate supervisory staff should dis-
cuss the overall budget and how it can be achi eved by indivi-
dual departnments and activities. I ndi vi dual budgets shoul d be
agreed between managers and their subordi nates, so that they

are achievable and will achieve the overall objective



3)

The | ast approach is clearly the nost attractive to both sides.

Ask trainees what difficulties may occur when setting budgets.

- The gap between managenent's expectati ons and subordi nates' es-
ti mates of what they can achieve may be too |large, so that man-

agenment nust in the end inpose budgets on their subordi nates.

- When applying the last "denocratic" approach, the discussion
will be a "bargaining table" where both sides nake unrealistic
demands because they know that they will have to conpronise at

a point midway between two extrenes.

- The first and second approach may | ead to budgets being discre-
dited, because they are inposed by higher authority and are
percei ved as bei ng i npossi ble to achieve. Staff may delib
erately fail to achieve themin order to ensure that they are

set | ower budgets next tine.

Ask partici pants whet her a budget should be

- A target which can alnpst certainly not be achi eved, but which
will always notivate staff to work towards it? (Conpare the
effect of possible A ynpic gold nedals on thousands of young

athl etes).

A conservative estimate of what can be achi eved, based on pre-
sent experience, which can with confidence be used as a basis

for forecasting results to banks and other conservative insti-

tutions?

An estimate which can be achieved with luck, skill and hard

wor k, but which is beyond nornal expectations?

The last type of budget is nost likely to notivate achi evenent.

How can such a figure be agreed?

Distribute copies of both role play briefs to all participants ex-
cept those previously nomnated for the two roles. Allow trainees
up to ten nmnutes to read the briefs. Ask the nom nated role

pl ayers to act out the budget setting interviewin front of the

remai ning participants. Allow themup to 20 minutes for this.
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Di scuss the neeting with the "actors" and other participants. Ask

the actors whether they are both satisfied with the outconme and

ask the observers whether they felt that one side or the other had

won

or whether a nutually agreeable figure has been reached.

Di scuss the process of setting budgets. Stress the foll ow ng

poi nt s:

People will not be notivated by what they feel are unrealistic

budget s.

Managers nust try to be infornmed about every departnment and its

si tuation.

The general manager should probably start such a neeting by
stating the problem (the | ow net surplus) and asking the sup-

pl i es manager how he feels he can contribute to a solution

The general manager should offer to help his staff to achieve
their objectives, by making additional facilities avail able and

SO on.

The general manager shoul d be supportive and not critical. The
subordi nate should feel that his general nanager believes that

he can achieve the desired result.

Eventual ly the general nanager nay have to inpose a budget,
rat her than agreeing on one, but the atnosphere of the neeting
shoul d be such that even if the subordinate still feels that it
is unreasonable, he is notivated to do his very best to

achieve it.
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Role Play Brief : General Mnager, ARCU

You are the general nanager of ARCU. You are aware that a net surplus
of $2,000 on turnover of $1, 450,000 was dangerously |l ow. The slightest
change in circunstances could turn the surplus into a loss and it is
vital that the society should earn a larger surplus in order to repay

| oans and build up resources.

You |l ook to the farm supply departnent for the necessary increase in
surplus. The nenbers produce departnent is already buying all the

farmers' produce it can handle and brief inquiries suggest that farmer
nmenbers are buying at | east the sane anount of supplies fromprivate
traders as they are from ARCU and facilities for farm supplies are suf-

ficient to pernit a substantial increase in the activity.

You estimate that if farm supply sales could be increased by 22.5%
that is from $850,000 to $1, 041, 250, the gross surplus earned would in-
crease by $18,000 and the net surplus would be increased to $20, 000.

This assumes that the gross margin percentage will remain the sanme and
that no other expenses increase. You feel that a sales increase of 30%
or nore would be possible, in view of existing success, and you are
about to discuss the farm supply budget for the conming year with the
manager of the farmsupply departnent. He is an eager and anbitious

young nan and you are considering inposing a budget of 33 1 % in-
crease over |last year, to sales level of $1,133,000. You aregfairly
sure that this could not be achieved, but you feel that the 30%is pos-

sible and that the manager will work better if he is notivated by an
al nost i npossi ble target.
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You are the manager of the ARCU farm supplies departnent. You are
pl eased wi th your achievenment in the first year of operations when you
have rapidly built up turnover fromnothing to $850,000 in the year
You feel that the nembers produce departnent, which only sold $600, 000
wor k of produce during the year, should contribute nore to ARCU. The
gross surplus fromyour own acitivity amunted to $80, 000, while the
menbers produce departnent only contributed $70, 000 towards operating
expenses and overheads. The net surplus of $2,000 is clearly far too
| ow, and you expect that pressure will be put on the nmenbers produce

departnent to yield a better return next year.

The ARCU farm supply activity has elicited a rather strong response
fromprivate traders whose business has suffered. They have countered
with price reductions, free delivery, extended credit and other conces-
si ons. Al t hough you are delighted that your own success has led to a
general inprovenment of this sort, which will benefit all farmers, you
realise that ARCU cannot match every nove by the smaller nore flexible
private suppliers, with | ower overheads. You hope to increase sal es by

per haps 10% next year, but you will be satisfied if you maintain |ast

year's performance

The general manager has just asked you to cone to see himto discuss

the budget for next year
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SESSION 3.9
DEVI ATI ONS FROM BUDGET
hjective: To enabl e participants to anal yse the vari ances from
budgets, to identify reasons and to deal effectively
with them
Time: 1 to 2 hours.
Session Giide:
1) Remind trainees of the previous session. Ask themto assune that

a sal es budget of one mllion dollars was agreed by the genera
manager and farm supplies manager. |f actual sales turn out to be
ni ne hundred thousand doll ars, what possible explanations m ght

there be for the shortfall?

I ncreased prices caused sal es resistance.

Reduced prices neant that physical volume remained the same or

increased but the final sales were | ower.

I ncreased conpetitive activity reduced sal es.

- New | ess expensive substitute products neant that farmers could

achi eve the sane results by spending | ess noney.

- Market or climatic conditions were adverse so that farners

could not afford to buy nore supplies.

- Supplies were not available from manufacturers in spite of de-

mand from farners

- The departnent was badly managed.

If the result had exceeded the budgeted figures of one nillion

dol lars, how might this have been expl ai ned?

I ncreased sal es income from hi gher prices, not higher vol une.
Competitive suppliers withdrew fromthe market.

Favourabl e climate or narket conditions |led to unexpected

demand from farnmers



4)

The departnent failed to obtain the desired supplies, and had

to purchase and sell nore expensive substitutes.

- Reduced prices led to greatly increased denmand from farners.

-  The departnment was well nmanaged and thus achi eved better than

expected results at expected prices.

Poi nt out that divergences from budget are not necessarily the re-
sponsibility of the manager concerned, or of staff under his con-
trol. Better than budgeted results can conceal inadequate manage

nment, and worse than budgeted results may have been achi eved by
excel | ent managenent. Ask trai nees how top nmanagenent can sep-
arate the effects of factors within and outside the control of

their subordi nates when apprai sing perfornmance agai nst budget.

Wite the foll owi ng exanpl e on the chal kboar d/ OHP

- 1980 diesel fuel budget for pick-up truck $10, 000
- 1980 actual diesel fuel expenditure $12, 000

- Excess cost $2, 000.

Ask trainees what additional information is needed before any

j udgenent can be nmde.

- Budget/actual cost of fuel/litre

- Budget/actual kilonmetres to be driven

Allow trainees up to 15 minutes to appraise the actual performance

versus the budget, given the follow ng data:

- Budget price 50 cents per litre.
- Actual price 60 cents per litre.
- Budget kilonetres to be driven 60,000 kil onetres.

- Actual kilometres driven 63,000 kil onetres.

Go carefully through the follow ng cal cul ations to ensure that all

trai nees grasp the principles involved.
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At actual price and kilonmetres driven, expenditure on fuel should
have been 21,000 litres x 60 cents = $12, 600. Actual expenditure

was $12,000, this gives a favourable "variance" of $600.

Ask trainees how this m ght have been achi eved.

Ef fecti ve nmai ntenance, good driver supervision to reduce fuel con-

sunption, etc.

Put the foll ow ng exanple on chal kboar d/ CHP:

Budget ed cost of fertilizer $5,000.
Actual cost of fertilizer $6,000.
Ask trainees what additional information is needed.
- Expected cost of fertilizer $100 per ton
- Expected fertilizer usage 50 tons.
- Actual cost of fertilizer $105 per ton

- Actual usage 55 tons.

Ask trainees to work out the expected results and to anal yse the

causes of deviations from budget.

- Expected cost at actual price and usage $5, 775

- Variation because of price change $5 x 50 tons = $250
- Variation because of usage change 5 tons x $55 = $525
- Variance for other reasons $225.

- Total variance ($6,000 - $5,000) = $1, 000

Ask trainees to suggest what mght be the "other reasons" which

accounted for $225 of the vari ance:

- Fertilizer wastage
Excess charges for containers or transport.
- Theft or other I|osses.

- Poor record keeping



Show how t he foregoing anal ysis has separated out the proportion

of the deviation from budget which was caused by factors strictly

within the control of the nanager.

Ask trai nees whether and in what circunmstances they would hold the

manager responsible for the other deviations fromthe budget.

H gher than budgeted usage m ght be good if the objective was
to sell as nmuch fertilizer as possible to nenbers, or bad if
the figure was cal cul ated on opti num usage for a particul ar

ar ea.

H gher than budgeted prices nay be unavoi dable but if prices
are not controlled and part of the manager's job is to obtain
supplies fromthe cheapest source this may indicate poor per-

f or mance.

Wite the followi ng further exanples on the chal kboar d/ OHP

Annual secretarial salaries budget $7,500.

Annual secretarial salaries actual cost is $8, 000.

Ask trainees what further information is avail abl e:

Budgeted salary | evel $5,000 per year per secretary.

Budget ed enpl oynent one full-tine secretary, one half-tinme sec-

retary
Actual salary level $6,000 per year per secretary.

Actual enpl oynent one full-tinme secretary for 12 nonths, one

secretary for three nonths

Al'low trainees up to 20 mnutes to analyse the information and to

suggest possi bl e reasons for the variance.

Expect ed cost at act ual sal ary and enpl oynent
$6, 000 x 14 = $7,500.

Vari ance because of salary change 14 x $1,000 = $1, 250.

Vari ance because of enploynent change 4 x $5,000 = (%1, 250).
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Vari ance because of other causes $500.

Total variance ($8,000 - $7,500) = $500.

Possi bl e expl anati ons:

Overtine paynments to secretaries

Poor record keeping.

Ask trainees how they woul d apprai se the performance of the man-

ager responsible for secretarial costs.

Some neasure of workload is essential: the nunber of staff
served by secretaries, the number of conparative figures on the

nunber of documents produced or activities undertaken, supplies

or crops purchased

H gher than expected sal aries m ght be caused by nationally im
posed sal ary increases, appropriate attenpts to hire better and

nmore productive secretaries or failure to hold down sal ari es.

Less than expected enpl oynment mi ght be caused by nore effective
use of time, failure to recruit secretaries or general downturn

in the society's activity.

Stress that these alternatives do not show that budgets are a
waste of tinme. Setting budgets and anal ysi ng variances ensures
t hat

Staff have specific tasks to work to.
Fl ows of finance can be forecast.

Devi ations from plan can quickly be identified and renedi ed or

al |l oned for.

Staff strengths and weaknesses can be nore easily identified

and corrected.
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LDENTI FI CATI ON AND LAYQUT COF F| NANCI Al REPORTS

hjective To enable participants to eval uate reporting procedures

based on the genuine informati on needs of the recipient.

Iine l to 2 hours.
Material Case Study "Reports and Returns".
essi wid

Partici pants should work through this problemin groups. Participants

may feel that they need further details about the organisation of ARCU
and the position of the farmsupplies departnment in this, before work-
ing out the details. They should be encouraged to nmake any assunptions
which they think fit, so long as these are clearly stated during their

presentation in the subsequent session

Partici pants shoul d be encouraged, particularly if they appear unable

to grasp what they are required to do, to follow this procedure:

1) What are the genuine infornmation needs of the manager of the farm

supply departnent?

2) \What necessary information is he not now receiving? Wiat unneces-

sary information is he now receiving?

3) How can the necessary information be obtained nost economically in
terms of those who produce it, the farm supply departnment manager
hi msel f and the overall information system of ARCU of which these

reports are to forma part?
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Reports and Returns

The manager of the ARCU farners supply departnent did his best to keep
up with the flow of paper that crossed his desk, but he found that his
"in-tray" was always overflowi ng and that he never had tine to study
even a small proportion of the reports which he was given, far from

being able to take action on them

The manager asked his secretary to prepare a list of the routine re-
ports which he received, together with a note of the frequency and ori -

gin. This is what she found:

Report Frequency Oigin

The sal es of each district depot Mont hl y Depot nmnagers

Operating costs of each district Depot nmanagers and

depot Mont hl y central accounts
depart nent

Accounts receivable for each Depot accounts

district depot Mont hl y clerks

Transport ton/kilonmetres for Transport depart -

each district depot Weekl y nment

Vehicl e availability statenent Weekl y Transport depart-
ment

Nurber s enpl oyed i n each

district depot Weekl y Depot managers

Conpl ai nts received at each

district depot Quarterly Depot managers

Items out of stock at each As occurring

district depot summari sed Depot managers
quarterly

Price changes of supplies As occurring,

pur chased summari sed Depot managers
nmont hl y

I ndex of supplier reliability
(tine, quantity, quality) Quarterly Depot managers

Crops delivered to processing

facilities Quarterly Process managenent

The manager had to subnit a nonthly report on his total supply opera-

tion, nuch of the content of which he endeavoured to gather fromthese
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various reports which he hinmself received. He found the nunber and
variety of the reports, together with the often inconsistent ways in
whi ch they were presented, to be confusing rather than informative. He
was aware that his own subordinates, |ike he hinself, found that the
preparation and distribution of reports occupi ed what seened to be a
di sproportionate anount of their tine, and he wondered what woul d be
the m ni num nunber of reports which he would need, and how t hese m ght

nost economcally and effectively be produced.

Assi gnnment

1) VWhat i nformation does the farm supply departnent nmanager really

need in order to do his job properly?

2) What information is he now receiving that he does Dot need, and
what necessary information is |acking?

3) What changes shoul d be made to the content, frequency and origin
of the reports received by the manager in order to satisfy his

real information needs effectively and econonical 1y?
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SESSION 3. 11
REPORTS AND CONTRA SYSTENS
hjective: To enabl e participants to evaluate and where necessary
nodi fy reporting systens so that they and their sub-
ordi nates can effectively nonitor the performance of the
organi sations for which they are responsible.
Tine: 1 to 1/2 hours.
Material "Reports and Returns" 3.10, together with participants
suggestions for revised | ayouts.
. i d

Partici pants shoul d be encouraged during this session to nove fromthe

consi deration of one individual and his information requirenments, to

the overall information system of ARCU, and hence to the information

systenms of their own organisations.

The session may be structured as foll ows:

Ask each group to suggest what are the genuine informtion needs
of the manager of the farm supply departnent. Produce an agreed
list of needs and ensure that this is as short rather than as |ong
as possible. \When in doubt ask participants what the manager wl |l
do as a result of variations in the information they suggest he
shoul d have. If they cannot answer, he probably does not need the

i nformati on.

Ask participants to go through the existing list of returns and
reports and to identify gaps, duplications and itens of infornma-

tion for which the manager has no real need

Ensure that participants appreciate that the |list includes non-
conparative data, and there is no nention of budgets. Ask parti-
ci pants how a manager can be expected to react to a figure on its

own, wi thout any standard by which to conpare it.



Ask participants to consider how the itens of information now
identified can nbpst econonically be provided. Whi ch can be com
bi ned with which others, how can the sane report be made useful

for two or nore nanagers, can frequencies be changed in order to
reduce the work load, mght the Iikely cost of obtaining and pre-
senting the information exceed the value which will arise fromits

di ssem nati on?

Ensure that participants are aware of the concept of "managenent
by exception". Reports should only show t hings which need atten-
tion and the nornal satisfactory performance need not be the sub
ject of any paperwork at all. Refer back to session 3.7: stress
that managerial reports should highlight variances from budgets

which arise fromcircunmstances within the control of nanagers

Draw an organogram of the farm supply departnent and show how t he
reporting systemfits into this; add the organogramfor the re-
mai nder of ARCU and relate the reporting requirenents now identi
fied for the farm supply departnent to the requirenents of the
whol e organi sation. Should any changes be nmade in the interests

of econony or effectiveness?

Ask participants to state which information should be presented in
the formof variances from budget. The foll owi ng shoul d def-

initely be budgeted and so presented:

- Distribution depot sales.

- Distribution depot operating costs.

Dependi ng on the detail of the annual budgeting procedure, and the
variability due to clinate or other changes, the foll owi ng m ght

be budget ed:

- Accounts receivable for each depot.
- Transport ton/kilonetres.
- Nunbers enpl oyed

- Crops delivered
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The remaining itenms on Handout 3.10 would not be the subject of
budgets. Itens such as vehicle availability, conplaints, itens
out of stock and price changes need only be nentioned if they are

obviously seriously at fault.

Ask participants what nay be the effect of over-rigid budgets.
Have they experienced the effects of these in terns of having to
"juggle" funds fromone account to another, or have they felt the
necessity to spend noney in order to justify receiving a sinilar

budget in a succeedi ng year?

Clearly budgets which notivate nanagers to behave in this way are
actual ly danmagi ng the society. How can this sort of problem be

avoi ded?

-  Top managers nust be aware of the quality of service and other
functions. They shoul d recognise and reward staff who achi eve
a good | evel of service for Less than the suns originally bud-

get ed

- Budgets nust be carefully set to prevent nanagers giving them

sel ves easy targets.

- Al managers should be aware of the need to avoid wasting noney
and should work together to achi eve genui ne good results rather
than aimng for individual paper achievenments. This is very

much a matter of the climte of the organisation

Ask participants to identify aspects of a co-operative uni on which
cannot be understood clearly by receiving reports. What can an
alert, experienced and sensitive nanager learn froma wal k through
the office or processing facility than he cannot |earn from pages

of reports?

The farm supply manager should be supplied with the foll ow ng in-

formation:

- Mnthly statenent of sales and costs including transport for
each depot, conpared with the budget and hi ghlighting and ex-

pl ai ni ng any significant variances.



- Alist of all significant accounts which are overdue in the

nont h.

- Alist of inmportant price changes and over- or out-of-stock

posi tions.

Any significant conplaints should be referred to the nmanager

when they are made.

He should be in close and conti nuous contact with depots and thus
be fanm liar with enpl oyee changes and gross supply failures or
over st ocked positions wi thout having to receive routine informa-

tion about it.
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Session 4.3: How to Revive a Co-operative
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SESSION 4.1
HON TO START A CO OPERATI VE

hjective: To enable participants to recogni se conditions which are
and are not conducive to the establishnent of a co-op-
erative, to suggest alternative solutions for problens
of rural poverty and to design a strategy for promoting
a co-operative if this is an appropriate sol ution.

Tioe: 1 to 1/2 hours.

Material . Case Study "The Basket Wavers".

. i de

This session together with those on "Selling Co-operation”, and "How To
Revi ve a Co-operative" involve different aspects of problens with co-
operative societies, arising fromtheir establishnment, their revival
and problenms of disloyalty within them Since co-operative unions are
nomnally the result of primary society initiative, it is in theory the
primary societies that should be concerned with problens of their
Unions rather than the reverse. Nevertheless it is often the case that
Uni ons must take action to renedy problems within their constituent
primary societies, and these case studies provide opportunity for dis-

cussing the types of action that shoul d be taken.

The case of the basket weavers may be one where a co-operative is the
obvi ous sol uti on. Partici pants shoul d be rem nded that the genera
manager has been asked to suggest first how the wonmen's probl ens night
be sol ved and secondly what role ARCU might play. It may be difficult
for managers brought up in the co-operative sector to contenplate any
other initiative in a situation of this sort. But groups should be

asked to follow the follow ng procedures when di scussing this problem

A)  \Wiat is the problenf?
B) What has caused the problen?

0 What possible alternatives are there for solving the problen?



D)

E)

Which alternative is the best?

How shoul d it be inpl enented?

This procedure is intended to prevent participants from junping i mre-

diately to the conclusion that a weavers' co-operative is the only

sol uti on.

1)

Ask group representatives to state briefly what they believed to
be the problemin the weavers' situation, why it had occurred and

what alternative solutions there were

It is inmportant to distinguish between reasons for the problem
such as a |l ack of co-operation, exploitation by the traders or the
shortage of reeds, and the problemitself which is the poverty of
the rural people and in particular the difficulties of the wonen

weavers.

The possible alternatives m ght include:

The establishnent of a Governnent handicrafts corporation to

buy and market the baskets.

The encouragenent of outside traders to enter the area and com

pete with the nonopolistic group at present in control

The encouragenent and financing of one or nore of the basket
weavers to establish a business for the supply of material and

mar keti ng the baskets.
Pronoting a co-operative society to performthese functions.

Pronoting a co-operative society to performthe material supply
function but to | eave marketing in the hands of the traders at

| east for the time being.

Ask groups to suggest which solution they preferred and how it
shoul d be inplemented. Participants nust realise that the traders
are performng two val uabl e functions, of supplying raw materials
and marketing the products. Any alternative nmust performthese
functions, and it is nore likely to do this effectively if it is
conpeting with the existing traders rather than supplanting them
because they have been driven fromthe region or are legally pre-

vented from conti nui ng
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The encouragenent of alternative private sector organisations
m ght be a preferable solution but if a co-operative is to be es-

tablished the follow ng guidelines should be foll owed:

The initiative for co-operative action nust cone fromthe
weavers thensel ves, albeit with tactful suggestions from out-

si de.

It is necessary to identify opinion | eaders, who may not be
anong the weavers thensel ves, but who have the necessary status
to propose and assist in the inplenentation of a co-operative

enterprise

It may be possible to work with one or nore of the traders
rather than to incur their enmty and risk that they will frus-
trate the newly established co-operative.

The weapon of noney should be used very sparingly if at all.
The weavers nust be encouraged to nobilise their own resources,
however neagre they are, in order to finance the collection of
materials and to market their products. It nmay be possible to
per suade sone buyers to pay in advance for baskets in order to

finance raw material collection

When a co-operative is to be established, how should prospective
menbers be persuaded to join? Co-operatives nay be seen as in-
struments of nation building, redistribution of income or comu-
nity devel opment. In the eyes of individual farnmers a co-opera-

tive must be seen as a device to increase personal incone.
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TIhe Basket \Wavers

After one year, the farmers of Al pha Regi on were already beginning to
feel the benefits of the new co-operative union. The nore progressive
farmers were inproving their cattle and attenpting to grow better cot-
ton, and a new air of optim smwas beginning to be felt. Agriculture
al one, however, could not enploy everybody, and the problens of the
| andl ess, or those who needed nore incone than their |and afforded

them were as yet untouched

About 1,000 wonen in the region, mainly in five villages of Gama Di s-
trict, rely on basket nmaking for the bulk of their incone. The dis-

trict is very dry, and nost of the nen live in the city in order to ob-
tain work. Their remttances home are neagre and irregular, and their
w ves nust often support their whole famlies for much of the year

t hensel ves.

The baskets of Ganmmma District have al ways been fanous for their
strength and good design, and they comand a ready sale in nmany parts

of the country. Tourists have brought sanples hone and foreign buyers

are beginning to show sone interest as well. Sustained export sales
wi | | depend however on design changes, elimnation of insects fromthe
reeds, and, above all, a reliably consistent source of supply.

As the hills above Gamma District have progressively lost their forest
cover, the district has become drier and many streans which used to run
all year now hold water only after rain. Apart fromthe serious ef-
fects this has on agriculture, and thus on the productivity of farns,
the reeds fromwhich the baskets are made grow al ong the banks of perm
anent streans; the recurrent droughts, and overgrazing by goats and
cattle, nean that reeds that used to be easily avail abl e near every
vill age now have to be cut and transported a great distance, from other

districts and from other people's |and.

As a result of this the wonen of Ganma District are unable to coll ect
their own naterials. Wien this problemfirst occurred a nunber of

wonen in one village would sonetines coll ect together enough noney to
pay for one of their nunber to hire a donkey and to cut the reeds for

all of them but there were disputes about how this one person's work



shoul d be rei nbursed and as it becane necessary to travel even further
and to use vehicles, individual entrepreneurs gradually took over the

t ask.

The woren could not afford to pay for the collection and cutting of the
reeds before they used them and a system was evol ved whereby the busi -
nessnen (or wonen) woul d advance sufficient reeds for approxinmately a
week's work, free of charge, on the condition that the wonman in ques-
tion would sell her baskets back to the same person, who woul d deduct

the cost of the reeds before paying for them

Probl ens soon arose because di shonest wonen took their baskets to other
traders. A nunber of less efficient traders went out of business, and
by the tinme ARCU was established there were only five traders supplying
reeds and buying the conpl eted baskets in the whole of Ganma District.

The traders were related to each other by blood or narriage, and they
mai ntained a sinmlar price |level and ensured that the wonen sold their
work to the sane trader who had advanced themthe materials. Apart
frompurely local sales, all the baskets were sold through these five
traders. The price difference between the cost of the reeds and the
val ue of the conpl eted basket was substantially reduced in real terns
over the years, but the traders clained that this was inevitable be-
cause of conpetition fromplastic and other nodern materials. It was
very difficult for wonen to travel outside the district to check on
prices, and those who attenpted to do this found that the traders were

not so willing to do business with themin the future.

The traders sold their baskets to markets throughout the country, and
to the few export buyers who nanaged to get to Ganma Regi on. These

buyers sonetinmes asked for design changes or other inprovenents such as
advance dipping of all reeds to kill insects, but the traders said that

t hey had enough problens with the women without asking for nore.

Sone of the wonen conplained to their |ocal MP that they were being ex-
ploited by the traders. Since the ARCU was apparently having favour-
abl e impact on the farm ng sector of Al pha Region, the registrar of co-
operative societies asked the general nmanager of ARCU to suggest how

the wormen's probl em nmi ght be sol ved, and what role the ARCU m ght play?
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Assi gnnent
| magi ne yourself to be the general manager of ARCU. What woul d you
recommend?
When you di scuss the problem follow this procedure:
L What is the problen?
2. What has caused the probl en?
3. What possible alternatives are there for solving the problenf

4, Which alternative is the best?

5. How shoul d it be inpl enented?
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SESSION 4.2
" SELLLNG' GO OPERATL ON
hjective: To enable participants to recognise the validity of
arguments  agai nst co-operatives and effectively to
"sell" co-operation to farnmers on the basis of their own
self-interest.
Tine: 1 to 2 hours.
Material Case Study "The Independent Farmers of Zeta District".
Session Qi de

This material should be used as the basis for a role play in which two
or three representatives of ARCU present the case for co-operation to a
simlar nunber of independently ninded farners, who are willing to be
persuaded if they feel that co-operation is in their financial in-

terest.

The session should be structured as foll ows:

1)  Using existing groups, or on sone other basis, break the group up

into sub-groups of about five or six menbers each

2) Gve three nenbers of each group copies of the ARCU Staff Brief
and the remai ni ng nenbers copies of the Zeta District Farnmer's
Brief. I f possible those who are blindly adherent to the princ
pl es of co-operation should be asked to play the farner's role
whil e those who are perhaps nore sceptical should play the role of

ARCU managers.

3) Do not allow either side to see the other's briefs, and ask each
group of two or three to decide on the strategy for the forth-

coming nmeeting: allow five or ten nminutes for this.

4) Allocate separate roons, or different parts of the sanme |arge

room for the actual neetings and allow up to 30 nminutes for each

sinul ated neeting to take place.



Ask each group of ARCU staff to decide what they feel they
achi eved during the neeting, and ask Zeta farnmer groups to note

down ways in which their beliefs were changed.

Ask the negotiating groups to cone together once again and to dis-
cuss the way in which their neetings proceeded. How could the

ARCU staff have inproved their presentation in order to "sell" the
principle of co-operation nore effectively to the i ndependent

farmers?

Representatives of groups should be asked to describe the neetings
and to outline the strategy adopted by the ARCU staff nenbers. An

appropriate plan for such a nmeeting mght be as follows:

a) Attenpt to find out what problens are of concern to the Zeta

farnmers.

by Ask the farmers thensel ves to suggest how they believe they

coul d overcone these probl ens.

c) Wl cone what ever suggestions they nake and show how t hese
could nore effectively be inplemented through a formal asso-

ciation.

d Show farmers the likely financial effect of the benefits which

can be received by working through a co-operative society.

e) Ask farmers thenselves to suggest what should be done next.

The key is that the initiative nust cone fromthe nmenbers them
sel ves. They know what needs to be done and if they have sug-

gested it, they will ensure that it is done.
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Ihe Independent Farnmers Of Zeta District

ARCU Staff Brief

The success of the ARCU clearly depended to a great extent on the suc-
cess of the primary societies in A pha Region. The converse was al so
true, and whenever possible the registrar's departnment attenpted to in-
vol ve staff of ARCUin their attenpts to generate or revive co-opera-

tive societies in the region.

The people of Zeta District were well-known for their energy, initia-
tive and i ndependence. Many of themran businesses in other parts of

the region, or elsewhere in the country, and sone of the npbst success-
ful farnmers in Al pha Region were to be found in Zeta District. The
registrar felt that if a viable co-operative society could be devel oped
in Zeta District, this would be valuable in its own right and woul d

al so add as an exanple to the rest of the region.

Previous attenpt to start a farners society in Zeta District had never
been successful, but the registrar suggested to the general nanager of
ARCU t hat now m ght be the occasion to try once nore. Ceneralised ap-
peals to conmunity spirit or nation building were of less interest to
these farners than things which would earn them nore noney. Now t he

ARCU was operating a cotton ginnery, an abattoir and a creanery, and
was providing farminputs froma district depot convenient to Zeta, the
farmers m ght be persuaded to set up a co-operative in order to take

advant age of these new servi ces.

The general manager invited a del egation of promnent farmers from Zeta
District to visit the new headquarters of ARCU. He suggested to the

manager for the farm supply departnent, the creanery, the ginnery and
the credit departnment that they might join himin a free-ranging dis-
cussi on whose objective would be to persuade the farners, who were

known to be influential in Zeta District, to support a proposed new

farmers society.

The potential benefits which mght be offered by ARCU i ncl uded:

Farm suppli es were about 5% | ess expensive from ARCU t han t hose

available in local privately owned retail shops.



The abattoir paid about 10% nore per beast, and also coll ected
cattle free of charge if local farners were able to assenble a mini -
mum of 50 cattle at a convenient collection point. Their demand for
cattl e was steady throughout the year, unlike the |ocal butcheries

whose needs were very sporadic.

The creanery paid about 15% nore per litre of milk than was avail -
able on the local narket, and here again the mlk was collected from
small farners if societies were able to assenble a m nimum of five

churns at a single collection point.

The only alternative outlet for cotton was outside the region. The
ARCU gi nnery paid nmarket prices, and could handl e whatever farners

chose to bring.

Credit in kind was avail able to nenbers of a bona fide societies
through the farm supply servi ce. Debts were painlessly repaid by

deduction fromcrop or cattle receipts.

ARCU was pl anning to organise farner training sessions for society

menber s

The progressive and successful farners of Zeta District could expect
to play an inportant role in directing the affairs of ARCU, if they

formed a society which held capital in the Union
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The | ndependent Farnmers of Zeta District

Zeta District Farner's Brief

You have al ways been proud of your origin fromthe Zeta District of
Al pha Region. Farners fromthis district are energetic and i ndepen-
dent, and they believe that they can solve their own problens and take

care of their own future without help from anyone el se.

Attenpts have been nmade in the past to establish co-operatives in the
district, but these have never succeeded. You believe that people
shoul d take care of thenselves, and that farm services, |ike farnmers,
should stand or fall on the qualities of their managenent, not because

of any formof official protection or nonopoly.

You have heard a great deal about ARCU, the new Co-operative Union es-
tablished in the region a year ago, and you have been rather inpressed
at the speed and apparent efficiency with which the Union has started
to operate a farmsupply service, a creanery, a ginnery and an abat -
toir. You presently buy all your farm supplies, and sell your produce,
to private traders in the district or occasionally outside. Wile you
are intrigued by the new ARCU, and would |ike to know nore about its
activities, you feel very strongly that your present way of buying sup-
plies and selling your produce is the best. Your reasons for this be-

lief include the foll ow ng anbng ot hers:

- Previous attenpts to operate co-operative societies in the region
have never really succeeded, and nmany farners have | ost |arge suns
of noney in the process; you see no reason why the new venture

shoul d succeed when so many others have failed

- You and the other farners of Zeta District, are generally nore suc-
cessful than others in the region. You feel you are capabl e of
maki ng your own i ndependent deci sions on when and how to buy and
sell your produce, and you are unwilling to commt yourself to any
one organi sation, particularly one whose services nay be geared to

less efficient farmers than yourself.

- You have heard stories about del ayed paynents, dishonest receiving
clerks and over-stringent quality standards adopted by the new Union

when receiving farm produce or animals.



- You are generally sceptical of enterprises which you believe to be
sponsored by the Government. You believe that nuch of the finance,
and managenent, of the new Union has conme fromthe Governnent, and

this does not inspire confidence.

- You are a great believer in conpetition. Your district for instance
enjoys an efficient local tractor hire service because three opera-
tors hire out tractors, and as a result their prices are conpetitive

and service is good. You mstrust any form of nonopoly.

- You have heard that it takes a long tinme to obtain credit from of-
ficial sources, and that co-operative officers feel that if you have
borrowed noney they are entitled to inspect your farmto ensure that
you are using it as you stated you woul d when you applied for the
| oan. You woul d rather borrow what you need quietly froma | oca

noney- | ender, and be free to use the noney as you think fit.

- Traders fromoutside the region visit Zeta District fromtine to
time in order to buy cotton and cattle. By hard bargaining it is
soneti mes possible to obtain higher prices than those which you sup
pose are given by the Union. They pay in cash wi thout any conpli -
cat ed deductions or |ater paynents and you prefer this nethod of

doi ng busi ness.

Assignment .

The general nmanager of ARCU has asked you and a few ot her prom nent
farners from Zeta District to neet himand the nanagers of the ARCU
gi nnery, creanmery and farmsupply and credit departnments for a genera
di scussion. You are doubtful as to whether ARCU can do anything for

you, but you are sufficiently interested to be willing to neet with

t hem
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SESSION 4. 3
HONTO REVIVE A CO OPFRATI VE
(hjective: To enabl e participants to recogni se problens arising
fromapathy and to design strategies for reviving nori -
bund soci eties.
Tine 1 to 2 hours.
Material - Case Study "The Theta Society".

Session Qiide:

This account of a society which totally failed to achieve its ob-
jectives and is presently serving the interests only of a snall
nunber of the wealthier farners, nmay be exaggerated but is quite
conmon. It is easy to criticise the errors nade by those who pro-
note the formation of the society in the first place, but |ess

easy to deci de what should be done about it.

Partici pants should be asked in their groups to approach the pro-

bl em al ong the follow ng Iines:

A)  What is actually going on in the society: is anyone benefit-

ting and i s anyone actually worse off than before?

B) Wien the society was originally pronoted what mistakes were
made whi ch have contributed towards the present difficulties
and how ni ght the society have been nore effectivly pronoted

inthe first place?

0 what alternatives are now avail able for solving the problem as
it stands?

D Which of these alternatives is the best and why?

E) How should this solution actually be inplenented?

This case study has inportant |egal inplications. Regulations
covering the recovery of debts and Governnent's power to take over
or control co-operative societies will affect participants' con-

clusions.  The instructor should ensure that he is familiar with

and able to advise groups on these aspects.



2)  The problem of apathy and exploitation in the Theta Society may be

di scussed as foll ows:

- Ask participants to diagnose the existing situation. The so-
ciety is operating, and probably could be viable. The probl em
is that only a few people are benefitting and they are in the
process exploiting both the source of funds and the poorer

farmers of the district.

- The original pronoters relied too heavily on the larger farmers
at the beginning. A greater attenpt should have been nmade to
involve the majority and if they appeared unlikely to join, it
m ght have been better to wait rather than to pronote a society

which resulted in the present situation

3) Possible alternative solutions to be inplenmented now include the

fol | owi ng:

- Do nothing and allow the society to dwi ndl e away before trying

to start a repl acenent .

Press for repaynent, taking | egal sanctions where necessary,
and once recovery of whatever can be recovered is conplete at-
tenpt to reinstate the society on the basis of disqualification

for menbers who have defaul ted

- Attenpt to pronote a totally new society, under a different
name, to involve the poorer farnmers and to conpete with the

exi sting society. (This may not be legal in some countries.)

- Through tactful consultation and persuasi on, encourage a | arger
nunber of farmers to conme to an annual general neeting. At-
tenpt to replace at |east sone of the cormmittee and to guide

the reorientation of the society.

It is difficult to select one or other of these, but in the inter-
ests of justice and the comercial reputation of ARCU it is prob-
ably advisable to use every legal neans to obtain paynent fromthe
farmers who have had | oans, if necessary to force the society into
liquidation and then to re-establish it using the initiative of
poorer farmers whose position has not been prejudiced by failure
to repay | oans.
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The Theta Society

The Theta District was one of the poorest parts of Al pha Region. The
farmers there had for many years been exploited by | ocal and alien
traders, so that they received even less return fromtheir neagre

hol di ngs of generally unfertile land than if they had been able to buy

supplies and narket their crops nore profitably.

In the circunstances the registrar's departnent had concl uded that
Theta District deserved high priority for co-operative devel opnment.

Sone three years before ARCU was started, the regional co-operative of-
ficer managed to persuade three of the local l|eaders in Theta District,
who al so had bi gger |and holdings than the majority, to help in the or-
gani sation of the Theta District Farmers Co-operative Society (TDFCS).

At first, everything had gone well. A comittee was forned, consisting
of the three | eaders and two other larger farnmers, and they appointed
as nmanager a young nan fromthe district who had worked for the co-
operative departnent in the city for sone years and had received exten-
sive training in co-operative nmanagenent. The society reported that it

had reached 100 nenbers, and subnitted a list of their nanmes, and a
| oan was negotiated for building a local rice mll. A few nenbers bor-
rowed fairly large suns of noney fromthe co-operative bank, through
the society, both for seasonal purposes and for machinery and land im

provenent, and the society seenmed well set for a successful future

After eighteen nmonths had gone by, however, the situation had seriously
deteriorated; wvery little of the outstanding debt had been repaid, and
the society had failed to subnit any accounts since its inception
When the co-operative officer visited the society he found that the
mll was operating satisfactorily; the nanager was rarely to be found,
and only prom sed that he woul d have conpl eted the accounts "next

nont h".

Finally the co-operative officer attenpted to find out what was really
happeni ng by hinself visiting some of the farnmers who were said to have

bor rowed noney. One or two, who farned | arger than average hol di ngs,

referred the officer to the manager and cl ai ned that drought or other

natural causes prevented them fromrepaying their | oans.



Their farns appeared to be operating nornally, and to be nore pros-
perous than before. O her farmers denied that they had ever received a
| oan, and conpl ained that they were still waiting for paynment for paddy
whi ch they had delivered to the society's mll three nonths before.
One nan said that he was now forced to sell paddy, at very |low prices,
to one of the committee nenbers, since only in this way could he obtain

cash to nmeet his famly's needs

The situation continued nore or |ess wthout change, but when ARCU was
started it was obviously inportant to revive the Theta Society; the
probl em was how was this to be done? The Union took over the society's
debts, on the understanding that when they were collected the society's
subscription to the Union would be paid for, but the ARCU representa-
tive had no better success than the co-operative officer when he tried
to establish contact with the manager. Committee nenbers professed en-
thusiasmfor ARCU, and in particular for the credit schene whereby they
could obtain credit in kind fromthe farm supply depot, but it still
proved i npossible to obtain up-to-date accounts or any list of nenbers
other than the original list of 100 farners, nmany of whom had di ed,
left the district, or if they could be contacted, seened to be totally

disillusioned with the whol e idea of co-operation

If ARCU was to be able to serve the farners of Theta District, it would
have to work through a viable |local society. Shoul d they attenpt to

revive the TDFCS, or to start again, and in either case how should it

be done?



Sheet 3

Assi gnnent .

Di scuss the problens along the follow ng |ines:

1) What is actually going on in the society? Is anyone benefitting,

and is anyone actually worse off than before?

2) Wen the society was originally pronoted what m stakes were made
whi ch have contributed towards the present difficulties and how
m ght the society have been nore effectively pronoted in the first

pl ace?

3) \What alternatives are now available for solving the problemas it

st ands?

4)  Wich of these alternatives is the best and why?

5) How should this solution actually be inplenmented?



topic

dealing with "others”

Session 5.1: The Manager and His Committee
Session 5.2: Committee Pressure

Session 5.3: “Selling* to the Committee

Session 5.4: Co-ordination with Other Organizations
Session 5.5: Co-ordination Problems

Session 5.6: The Role of Government

Session 5.7: Drafting of a Job Description for the Government and
the Co-operative Sector
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SESSION 5.1

THE MANAGER AND HI S COVM TTEE

(hjective: To enabl e participants to distinguish clearl y between
the responsbhilities and authority of the committee and
t he nanager of a co-operative union.

Iine 1 to 2 hours.

Material M cro Cases: t hese brief descriptions should if pos-
sible be witten on OHP or flipcharts. If this is not
possi bl e the handouts should be cut into pieces so that
trai nees only have one part at a tine. Co- operative
regul ations differ fromone country to another. It is
i mportant to di scuss the situations described in the
m cro cases with sonmeone who knows the | aw and | oca
procedures, so that the correct local rulings can be ob-
t ai ned.

Session Quide:

1) Distribute the first mcro case and allow trainees up to five mn-

utes to decide on their answer.

- Normally the proceedi ngs of each item of the agenda of an AGM
are witten, approved and signed by the chairman of the neeting
before proceeding to the next item In this case, however, this

procedure was not followed and hence the probl em

Nei t her the commttee nor the manager can alter the proceedi ngs
of an AGM The AGM al one enjoys the right to do so. This would
clearly be an expensive, tine-consuning and irritating proce

dure. In this situation the nanager may suggest to refer the
i ssue to the chairman of the AGM for his opinion, which may then

be accept ed.

To avoid occurrence of a simlar situation in the future, the
manager nust ensure that proceedi ngs of neetings of all inport-

ant organs /committees of the society are taken by somebody who



3)

appreci ates the need for precision and who is not afraid to ask
for clarification during the nmeeting itself, if he is not sure.
Briefing of the chairman and insistence on i medi ate secondi ng of

proceedings will help the manager a great deal

Distri bute the second mcro case, and allow five m nutes for

trainees to study it.

The reinstatenent of the | abourer by the committee is well
within the right of the conmmittee. But by doing so and not
asking the manager to review his decision in the light of the
informati on they nay have cone to the know edge of the com
mttee, the commttee has no doubt gravely undermnined the posi-

tion of the manager.

To avoid occurrence of simlar situations in the future, the
manager nust try to secure an agreenent, preferably through a
formal resolution, on the demarcation of function, duties and

powers between the conmittee and the nanager

Si nce cases involving major decision making (like the dism ssa
of an enpl oyee) tend to have w der repercussions, some of the
conmittee nenbers expect to be taken into confidence before
hand. The manager shoul d keep the chairman and other active
menbers informally infornmed. This is particularly inportant
till the manager enjoys full confidence of the commttee and

can depend on the conmmttee's unstinted support.

Distribute the third mcro case, and allow five m nutes for

trainees to study it.

Such situations generally arise when functions and authority of
t he nanager are undefined or when there is a lack of confidence

or trust in the ability of the manager within the committee.

To avoid occurrence of such situations, the nmanager nust try to
persuade the conmittee to del egate adequate authority in himto

make purchases in critical situations.

The manager nust also try to persuade the committee to only |ay
down broad policies and | eave their inplenentation to hinself.

Rigidity in framng resolutions or their interpretation need to
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be avoided. The manager should realise that rigid rules or re-
solutions franed by the committee would be bound to cause

troubl e and should therefore ensure that his own freedomto

manage i s not conproni sed.

Distribute the fourth mcro case.

The situation here too is alnbst simlar to the case faced in

m cro-case 3.

The manager mnust explain to the committee that he had taken the
best decision in the then prevailing circunmstances and on the
basis of information available to himat that tinme. Any change
in his decision at this stage will result in loss of credi-
bility of the manager and the society, including the com
mttee. In the long run it will cause nore damage than the
smal |l gain which the society stands to nmake by reversing his
deci sion. The manager nust, however, ensure that he presents

his viewpoints without hurting the feelings of the conmttee

menber, who brought the offer from another nerchant.

Distribute the fifth mcro case.

In a co-operative society, the nmanager nust act cautiously in
areas touchi ng menbers' welfare, nmenbers' econony and nenbers
servi ces. He should realise that the conmittee is a denocrat
cally elected body and its actions and decisions in these areas

are not always based on purely econonic considerations.

The manager shoul d not have taken the decision to deny nmenbers
of the benefit of a service which they had been enjoying wth-
out detail ed explanation to the comittee and wi thout securing
its prior approval, even when the justification of his decision
was obvious and its effect in the co-operative positive. Com
mttees in such situations tend to be swayed by "political”

consi der ati ons.

In such situations the manager nust prepare and present a de-

tailed case to the committee before proceeding.



Ask trainees to suggest what basic problens underlie all these
di sagreenents.

Stress that ignorance of procedures and regulations is only one

aspect and not necessarily the nobst inportant one.

- The committees and the managers were not working together for
conmon obj ecti ves. The probl ens arose because the comm ttee

was not fully informed about or in agreenent with the nanager's

pol i ci es.

Ask trainees whether they have such problems with their

comittees. How can they be overcone?

- Trainees may refer to steps which conpel the conmittee to work

with the nmanager, such as:

- appeal to the terms and conditions of the nanager's
appoi nt nent ;

- appeal to the Governnent or the registrar's departnment.

Stress that appeals of this sort are a synptom of failure. Ask

whose failure

- A co-operative manager shoul d consider that working with his
conmittee is an inportant part of his job. If they do not

support himhe should consider it his own fault and not theirs.

- A co-operative manager is appoi nted and controlled by the

conmittee and nust carry out their wi shes.

- A co-operative manager nust also be able to [nfluence his

conmttee's opinions, not by threats or appeals to outsiders
but by other means.

Ask trai nees how they can influence their conmttees to support
policies which they as nanagers know to be in the interest of

nmenbers

- By involving the conmttee in every stage of decision making

and i npl enent ati on.
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By communicating with the commttee in witing and at neetings,
in away that is appropriate for their |evel of education and

the tinme they have to devote to the co-operative's affairs.

By tactfully encouraging and pronoting training for conmittee

menbers, if possible jointly with nanagers such as hinself.

By "selling"” their recommendations to their committees in such
a way that the coomittee nmenbers believe that the ideas were

originally their own.

Rem nd trainees that if this training course fails to help themto
i nprove their performance, it will be the instructor's and the

organi sers' fault, not the trainees' fault.

Simlarly they thensel ves nust | ook to their own nanagement
met hods when they feel frustrated or thwarted by an obstructive
conmi tt ee. It is far easier and nore confortable to bl ame other
peopl e' s behavi our, but far less likely to result in change and

i nprovenent .
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The Manager and his Committee - Mcrao Cases

For each of the follow ng situations, decide who was right and how t he

di sagreenent mi ght have been avoi ded

The draft m nutes of the Annual General Meeting of a co-operative
soci ety were not clear. The conmittee argued that the neeting had
agreed that the society should spend $10, 000 on nenber education
i ncluding foreign tours of the menbers of the nanaging comittee,
whil e the manager said they had agreed to borrow up to $10,000.
After sone argument, the commttee overrul ed the nmanager and re-
wote the m nutes accordingly. The manager conpl ai ned and ar gued
that since he had made the original record he shoul d deci de what

the m nutes should say.

The manager of a co-operative society had warned all the warehouse
staff about the danger of snoking in the warehouse, and had said
that if anyone was caught he would be disnissed. Sonetinme |ater he
di scovered a war ehouse | abourer snoking in a corner of the ware-
house. This man had worked loyally for the society for nany years
but the manager felt that no exception could be made and after
necessary enquiry and follow ng the | egal procedure dism ssed the
man. The | abourer appealed to the comrmittee, who overrul ed the
manager and reinstated the | abourer. The manager conpl ai ned t hat

by doing so they had gravely undernined his position.

The committee of a co-operative society decided that in the inter-
ests of co-operative solidarity they should only buy seed froma
co-operative supplier. Sonme nonths |later there was a sudden unex
pected demand for a particular type of seed. The approved co-
operative supplier could only offer a linmted quantity and the man-
ager decided to purchase froma private source in order to satisfy
menbers' needs. He was severely reprimanded by the conmittee, but

conpl ai ned that he was only trying to satisfy the menbers

The nmanager of a co-operative society agreed verbally to sell ten
tons of produce to a particular nmerchant. The follow ng day there
was a conmittee neeting and one of the nmenbers produced a witten

of fer from another nerchant offering a better price. The comrittee



decl ared that the previous agreenment was void, and told the manager
to sell the produce for the better price. He accepted but was very
di sappoi nt ed because the commttee did not respect his conmtnents

and put himin a very enbarrassing situation.

The nmanager of a co-operative society decided in the interests of
econony that menbers should bring their produce to the tarmac road
for loading on to the society's lorry. Menbers conpl ained to the
commttee and they overrul ed the manager's instructions. They told
himto instruct the lorry driver to go to nmenbers' farms to pick up
the produce. The manager conpl ained that the conmittee shoul d not

interfer but they insisted.



Sheet 1
SESSION 5.2
COVM TTEE PRESSURF
hjiective: To enable participants to deal with non-co-operative
pressures fromtheir conmttees.
Tine: 112 to 2 hours
Material Role Play Briefs 1A, 1B and 1C. These shoul d be given
to suitable trainees well before the session. One
trai nee should have 1A, one should have 1C and four
shoul d have 1B. The sel ected trai nees nust not_discuss
the contents of their briefs with the others and it is
particularly inmportant that 1C should be given to an ar-
ticulate, confident and experienced trainee who will re-
spond positively to criticismof his own perfornmance.
If avail able, a tape recorder
Session Giide:
1) Ask trainees to state why people are willing to serve on co-opera-

tive conmttees. A "proper" answer might be:

"To help the community, and thus thensel ves, by using their skil

and reputation to pronote and nanage conmmunity enterprise.”

Point out that it is perfectly legitimte and desirable that com
mttee nenbers should thensel ves gain by their menbership of the

committee:

- Al nenbers gain if a society is well managed.

- The nore enterprising and successful the nenbers are, the nore
likely it is that they will serve on the conmmittee and the nore

likely it is that they will gain nore than nost other nenbers.

Ask trainees to suggest other notives which nay | ead people to

serve on a co-operative conmttee:



- They wish to organise the co-operative in such a way that a

smal | group benefits at the expense of the majority of nenbers.

- They wish to gain political influence by rewardi ng peopl e who

wll vote for them

- They wish to manipul ate the co-operative's purchasing arrange-
ments so that firns with which they are associ ated obtain nore

busi ness.
- They wish to get jobs in the society for their relatives.

- They wish to earn nmoney from attendance fees.

Arrange the table and chairs at the front of the roomto represent
a co-operative conmttee room Ask trainees allocated roles 1A,
1B and 1C to take their places at the table, and distribute al

three briefs to the rest of the group. While the "actors" are
taking their places, ask the others to read through the briefs,
and ask each one to consider how he would deal with the situation

if he were the nmanager.

Ask the chairman to start the neeting. Stress to himand all the
actors that they should do their very best to reach a decision at
the neeting. Allow up to 30 ninutes for discussion and ensure

that the observers do not interrupt and that they take notes on
the progress of the neeting, observing particularly when critica
noves are nade by the nmanager, and with what effect. If a tape
recorder is available, it my be useful to record the proceedi ngs

so that parts may be played back afterwards.

Ask the manager to comment on his own perfornmance. What was his
pl an, when did he feel he went right or wong, and how sati sfied

was he with the outcone?

Ask the chairman to conment on the way the manager attenpted to
steer the comrittee towards his viewpoint. If the manager was
successful, how was his success achieved, and if not, how el se

nm ght he have approached the probl en?

Ask the conmittee nmenbers to comment. Did the nmanager show t hem

how they coul d benefit from Peter's appointnent, and did they fee
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involved in the decision, or did they feel that they were nerely

observers who were being pressured by either side?

Ask the observers to add their comments on the nmanager's perform
ance. Ensure that they back up criticismw th statenents of how
they thenmsel ves woul d have handl ed the situation, but neverthel ess

encourage positive and frank criticism

The manager could attenpt to work by confrontation, threatening to
resign or using simlar tactics. He should preferably use a

sel ection of the follow ng approaches:

- Appeal to nenbers' pride in a well-mnaged co-operative. Refer
to the present delays in submtting accounts and stress the
damage that this does to the society and the conmunity as a
whol e

- Show how i nproved accounts systens woul d benefit nenbers, and

coul d enhance the conmttee's reputation and authority.

- Refer to previous difficulties arising frompoor records. Ask

the nenmbers to suggest how these could be avoided in future

- Avoid "runni ng down" John, but remi nd participants of the short
termnature of political appointnents, and of the difficulty of

correcting mstaken appoi nt ments.

- G ve exanples of how the comrittee, and the chairman, could
work with the nanager to organi se the society better if they

had nore useful information.

Avoi d the appearance of setting the other menbers against the
chai rman, but flatter themby inviting their conments on the
present situation, and their views on what woul d happen to the

records of the society if John, or Peter, were to be enpl oyed.

Ensure that the whole comrittee is included in the discussion,
and ask nenbers to respond to questions which the chairnman puts

to the manager.

The manager should rather attenpt to make the comittee nenbers
understand the difficulty of managi ng people w thout being able

to select them



7) Ask trainees to relate this problemto their own experience. How
have they fared on sinilar occasions, what suggesti ons have they

for others and what have they | earned fromthis simulation?
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Role Play Brief 1A : The Chairmn

You are the chairman of the Zeta Co-operative Society and you are about
to preside at a neeting of the conmittee which is to discuss the ap-
poi ntment of the new accounts assistant. He is to replace a nan who

recently retired on reaching sixty.

The local MP is assistant mnister for co-operatives, and he can un-
doubtedly influence the co-operative bank and ot her agencies in favour
of your society in allocating | oans, granting nonopolies and so on.
This MP' s nephew John has applied for the accounts assistant's job. He
has been unenpl oyed since he left Form4 two years ago, with very poor
marks in his exans, but he seens fairly intelligent, if not parti-

cularly highly notivated or enthusiastic.

The MP nentioned to you a few weeks ago that his nephew was going to
apply for the job. He did not ask you outright to try to ensure that
he was appoi nted, but inplied that he would be grateful if you would

support his application.

Only one other serious candidate, Peter has applied. He is the son of
a |l andl ess | abourer who conpleted Form4 three years ago and has been
working in the city as an accounts clerk for a whol esal er since then.
His father recently died and Peter wishes to find a job in the village

so that he can help his nother and his younger brothers and sisters.

You recently interviewed the two candi dates together with the nanager

John was not very keen but seened quite famliar with the affairs of
the Mnistry and Governnment in the capital. It was clear that he would
fit in easily to the accounts departnment and woul d performroutine

tasks adequately enough with some supervision

Peter was very different. He was al nost aggressively eager for the
position, and some of his answers suggested that he mght try to intro-
duce changes in the society's procedures, which he clearly had no right

to do.

You prefer John's type, but in any case, there is no question in your
mnd that the MP would be very disappointed if not annoyed if his

nephew i s not appointed, and that the society will suffer as a result.



You propose to reconmend that John shoul d be appointed; you are confi -
dent that the commttee will support you. You are not sure what the
manager will do since you had no opportunity to talk to himafter the
i nterview. It is clear to you that this is a matter of great inport-

ance and that the committee has to have the | ast word.

The accounts of the society are already even further behind than usual,
and the registrar's office has made it clear that the accounts assi st-

ant's position nust be filled as a result of this neeting. A decision
nmust therefore be reached.
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Role Play Brief 1B - Zeta Society Committee Menber

You are a conmittee nenber of the Zeta Co-operative Society. You are

about to attend a neeting at which you believe the main subject will be
the appoi ntment of a new accounts assistant. You are not sure who has
applied for the vacancy, but you suppose that the chairman will have a
favoured candidate. You usually agree with the chairman, because he is
a powerful man in the village and has often been proved right in the

past .

You mi strust book | earning, and believe that whom you know is nore im

portant than what you know.

You respectsthe soci ety's manager for his intelligence and ability, but
you think he is rather young and naive. He has nade sone mmjor im
provenents to the society in the 18 nonths since he was appoi nted and

sone of these were originally resisted by the chairnan.

The manager often di sagrees with the chairman, and if you are forced
openly to support one or the other you feel that you owe nore loyalty
to the chairnman. On some previous occasi ons, however, the manager has
successful ly persuaded you to support his point of view by making you
feel that his ideas were originally yours. In retrospect, you realise
that he mani pul ated you, but you also realise that he was right and so

you agree with what he did.
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Role Play Brief 1C - The Mnager

You are the nmanager of the Zeta Co-operative Society and you are about
to attend a neeting to discuss the appointnent of a new accounts assis-

tant.

It has al ways been your understanding that in staff decisions your
views woul d be respected. This is the npbst inportant appointnent to be
made since your own, eighteen nonths ago, and you presune that the
chai rman has decided to discuss the matter in a comrittee neeting in

order to formalise the appointnent.

The local MP is assistant minister for co-operatives, and he can un-
doubt edly influence the co-operative bank and ot her agencies in favour
of your society in allocating | oans and so on. This man's nephew John
has applied for the accounts assistant's position. He has been unem
pl oyed since he left school at Form4 two years ago with very poor exam
results, but he seens fairly intelligent if not particularly highly

noti vated or enthusiasti c.

Only one other serious candidate, Peter has applied. He is the son of
a |l andl ess | abourer who conpleted Form 4 sone three years ago and has
since been working in the city as an accounts clerk for a | arge whol e-
sale firm Peter's father recently died and he wished to find a job in
the village so that he can help his nother and his younger brothers and

sisters.

You recently interviewed the two candi dates together with the chairman

John was not very keen but seened at |east superficially very famliar
wi th what was going on in the capital city. It was clear that he would
fit in perhaps all too easily to the existing accounts routi ne and
woul d performthe nornal tasks fairly well so |long as he was super-
vi sed. Peter was very different. He was extrenely eager for the posi-
tion and he inplied that he might attenpt to introduce sone new net hods

whi ch in your opinion are very badly needed

You are very anxi ous that Peter should be appointed. You are ulti-
mat el y responsible for the accounts but in the 18 nonths you have been
with the society you have been unable to obtain any useful figures be-

cause the previous clerk was totally inconpetent.



You knew that he was due to | eave this year and you have waited for
this opportunity to make a real inproverment to the society's accounts,
and its whol e managerment, by putting all the record keeping and ac-

counting systens right.

You have made nany inmprovenments to the society since you joined, based
on common sense and observati ons. You are sure that with the benefit
of good managenent accounts you would be able to double the society's
surplus within two years and also to obtain | oans through the co-opera-
ti ve bank whi ch have hitherto been refused because of inadequate infor-

mati on.

You feel that John would be content to allow the present chaotic condi -
tions to continue, and would al so probably resist any attenpts you made
to inprove nmmtters by bringing pressure to bear on the committee
t hrough hi s uncle. Peter will undoubtedly respond to your | eadership
and you | ook forward to working with him You are not sure what the
chai rman feels, since you were unable to talk to himafter the inter-
Vi ewns. You suspect that he will be inpressed by Peter's eagerness but
al so by John's high-Ievel connections, but you hope to show him and
the rest of the comrittee, the benefits that all will gain fromim

proved accounti ng.

The accounts of the society are already even further behind than usua
and the registrar's office has nmade it clear that the accounts assi st-
ant's position nmust be filled as a result of this meeting. A decision

must therefore be nade
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SESSION 5.3

hjective: To enabl e participants effectively to present proposals
to their commttees.

Tine . 11/2to 2 hours.

Material Managers' and Conmittee Menmbers' Briefs. The Managers'
Briefs nust be given to three or four carefully selected
trainees well in advance of the session to allow them
time to prepare an effective presentation. Flipcharts,
bl ank OHP transparenci es or other aids should be nade
avai l abl e to them as appropriate

Session Quide:

1) Ask trainees to recount exanples of their own failures to persuade

their commttees to approve their proposals. Ask themto suggest
reasons for this failure. In spite of Session 5.1 trainees wll

probably refer to faults of their comittees, such as:

Inability to understand financial data.
Short-sighted view of the future

Self-interest overwei ghs the needs of menbership or society at

| arge.

Excessi ve caution and | ack of confidence in the manager's

ability.

Illegitimate influence from outside sources.

Rem nd trainees that even if all their criticisns of their com

mttees are true, they nust nevertheless work with themand this

is a fundanental part of their job.

- Some farners blanme their | and, disease or drought for their

failure to obtain good yields.



G her farnmers work hard to overcone natural difficulties and

achi eve good yields in spite of difficult conditions.

In the sane way a good co-operative manager is one who can achieve
good results in spite of difficulties of working with and through

a typical comittee

Ask trai nees what notives of the conmttee nenbers they should

consi der when presenting proposals to their conmittees:

- Their need to be appreciated by the community as good | eaders.

- Their need to earn nore noney thensel ves through better ser-

vices fromthe society.

- Their fear of exposing their own ignorance and possible | ack of

educati on.

- Their desire to save tinme since nost are likely to have many

other interests.

- Their fear of making mstakes which will discredit them nore

than inaction wll.

How can proposals be presented in order to satisfy these needs?

-  The proposal nust be sinply presented, in laynan's | anguage.

- The proposal nust be brief and cover only those itens of

interest to the conmttee

- The proposal should denmonstrate clearly its benefit to menbers,

so that the conmttee can see it will benefit them personally.

The following are typical m stakes which may be made by the man-

ager and his deputy and should be brought to the attention of

trai nees:
- The use of jargon such as "rate of return", "sensitivity" or
"probability".

- Lengthy description of technical features with no direct bear-

ing on the decision.

- No clear introduction or final sunmary.
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Failure to state exactly what decision is required at this

st age.

Too rmuch time is spent on presentation with little opportunity

for questions.
Uncertainty or errors in calcul ations.

Failure to bring out the key points which may be subnmerged in a

mass of ot her data.

Refusal to listen to or to admt the reasonabl eness of contrary

opi ni ons.

A patronising tone inplying that nmenbers are really too ignor-

ant to nake the decision on their own.

Good points to recall mnight be as foll ows:

A clear brief initial introduction and final sunmmary.

Cl ear separation and presentation of the ambunt to be invested

and the anticipated net return to be earned as a result.

A brief description of what will happen if alternatives are

adopt ed such as doi ng not hi ng.

A cl ear sequence so that nmenbers know exactly what stage of the

proposal is being presented at all tines.

- Frank identification of uncertain itens and estimates of the

ef fect of worse than expected results.
- Cear, sinple, legible presentation

- The proposal should show how the committee, rather than just
the manager's reputation, will gain if it is inplenented.

- The proposal nust show what the worst |ikely outcone is.

Sel ect two trainees who will act as manager and deputy nanager of
ARCU and give them both the manager's role play brief (preferably
the eveni ng before the session takes place). I nform t hem t hat
they should prepare AV aids for their presentation. They shoul d
deci de how to divide the presentation anong thenselves. Distri-
bute the Committee Menbers' Brief to the renaining trainees.

Allow them 15 mnutes to read the brief.



Sel ect five trainees fromthis group to act as the conmttee. The
rest of the group will be observers. Both observers and committee
shoul d deci de how they will evaluate the forthcom ng presenta-

tion. Let the role play take place.

After the presentation has been nmade, discuss with references to
t he gui delines suggested in "3)" above. Point out that a fornmal

presentation is a very useful way of initiating discussion and
covering the necessary ground, even to a group of two or three

peopl e.

Confirmthe guidelines already given, by referring to the strong

and weak points in the presentation just nade.

Stress the inportance of effective and constructive answers to ob-

jections and questions.

Conpare the followi ng answers to possible questions or objections:

Question: "But what is it actually going to cost?"

Answer A "Can't you see, it is just working capital require-
nment, since the initial purchase price will be funded
by the bank and we shall be repaying the | oan plus

i nterest paynents on the declining bal ance.”

Answer B: "We shall borrow a total of $60,000 fromthe co-opera-
tive bank to pay for the station. W shall repay this
at a rate of $15,000 a year for five years. This is
$5,000 a year less than the additional incone | expect

we shall earn. The garage should therefore pay for

itself."

Question: "WIIl it all actually work out the way you say it
will?"

Answer A: "Of course it will, it should be clear enough."

Answer B: "I amconfident that it will. Just what parts of the

proposal do you think nmight not work as | have sai d?"

Question: "What's in it for nmembers, that's what | want to
know?"



Answer A:

Answer

Answer A:

Answer

Answer A:

Answer

B

B

B
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"Surely it's obvious. If the society grows, everyone

benefits."

"The average nenber shoul d benefit by about $10 a
year, either by patronage refund on his own fuel pur-
chases or lower prices for tractor hire or transport
as a result of the refund paid for co-operative fue

pur chases. Sone | arger scale farning menbers will
benefit by $100 or nore in a year and after five years
all the debt will be paid off and nmenbers will benefit
to the extent of the total surplus which is four tines

the amounts |'ve just nentioned."

"That's all very well, but what if things go wong?"
"They won't, |'ve taken advice fromall the experts,
and | know it'll work out just the way | say it will."

"Nothing is certain, but even if it costs 20% nore to
run the station than it does at the nmoment and nenbers
use 10% | ess fuel than they do now, we shall still be

able to repay the I oan and be no worse off."

"Aren't there better things we can do with the noney?"

"There are no other projects with a higher rate of re-
turn which mght be undertaken by the society at this

time. "

"We shall be borrow ng noney on the security of the
petrol station. W do not have $60, 000 or anythi ng

like it at the noment, but the surplus we earn fromit
will enable us to borrow nore noney to pay for other
i mprovenents to our services to nenbers which we can-
not carry out now because we have no security for a

| oan. "
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Manager's Role Play Brief : The Petrol Station Proposal

You are the nanager of ARCU. M. Ahned, the owner of the |ocal petro
station, where the society and many of the nenbers as well as other

| ocal people buy fuel for their vehicles and get themrepaird, is
| eaving the country and has offered his station to ARCU

The station is the only one in the area, and although it gives good
service the prices are rather high. M . Ahned has shown you the fig-

ures for the last two years and these are as foll ows:

Item Last Year __ Previ ous Year

Sal e of Petrol 50, 000 35, 000
Cost of Petrol 45,000 31,000

5, 000 4,000
Sal e of Diesel 80, 000 58, 000
Cost of Diesel 73,000 52,000

7,000 6, 000
Sal e of Lubricating O,
Tyres, Spares etc. 20, 000 15, 000
Cost of Sundries 12,000 9,000

8, 000 6, 000
Revenue from Repairs 10,000 9,000
Total Revenue 30, 000 25, 000
Costs
Wages 5, 000 4, 000
Sundry Expenses 15, 000 12, 000
Power and Water 2,000 1, 500
Owner's Sal ary 6,000 5,000

28,000 22,500

Net Profit Before Taxes 2,000 2,500
Taxes 800 1,000

Net Profit 1.200 1.500


ana

ana

ana


Bal ance Sheet at End of last Year

Assets $ $
Cash and Bank Bal ance 1, 000 Creditors 5, 000
Debt or s 20, 000 Overdraft 10, 000
St ocks 15, 000 Reserves 60, 000
Equi pment 15, 000 Capi t al 6, 000
Land and Bui l di ngs 30,000

81,000 81,000

M. Ahned admtted in confidence that he had kept his profits and his
own sal ary, both of which were taxable, as | ow as possible by charging
a nunber of his personal expenses to "Sundry Expenses". He esti mated
that | ast year he had hi dden about $10,000 worth of profits in this
way. It woul d be possible to appoint a conpetent manager at a salary
of $2,000 a year so that a further $4,000 could be expected to be saved
fromthe owner's salary. This would give $16,000 profit based on | ast
year's figures. Fuel and other price increases already notified will
add at |least 20%to prices, and there is no reason to suppose the gross
margins will not be maintained, so you feel confident that a profit
figure of $20,000 can be achi eved next year under ARCU ownership. A

co-operative such as ARCU i s not subject to tax.

You have di scussed these figures with the [ ocal representative of the
National G| Conpany. He is eager to ensure that the petrol station
remai ns in good hands and in fact suggested to M. Ahnmed that he shoul d

offer the station to ARCU

M. Ahned has after sone negotiation agreed to offer the stock and the
fi xed assets at valuation, together with good will, for a total cash
paynent of $60,000. He will hinself take over the debtors and cash

and will be responsible for the liabilities.

The co-operative bank has informally agreed to fund the acquisition by
a | oan of $60, 000, secured on the deeds of the garage and repayabl e

over five years at $15,000 per annum including interest.
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You are not sure how the society will use the anticipated annual sur-
pl us of $5,000 over and above the | oan repaynment, and $20, 000 per year
after the | oan has been repaid. It could be paid out in patronage re-

fund, added to reserves or used for other purposes.

The bank is very enthusiastic about the proposition, as is the regis-
trar's departnent. They have poi nted out that once the debt has been

pai d back and the property is unencunbered it will be a valuable secur-
ity for further |oans which may be necessary to devel op i nproved ser-

vices to nenber societies.

You believe that this represents a major opportunity for ARCU. The

price being asked is very |ow, because M. Ahned has to | eave the
country. There are no other suitable private prospective purchasers,
and if ARCU do not accept the offer it is probable that the National

Ol Company will take over the station as a conpany-operated outlet.

You are about to present the propsal to your commttee. You have asked
your deputy manager, M. Ronald, to join you. M. Ronald, with whom

you have di scussed the proposal at large, is as rmuch in favour of the
proposal as you are. You feel that his presence and assi stance during
the presentation may be an asset in convincing the comittee nenbers.
Toget her you have carefully prepared the presentati on and you are pre-
pared for sonme di scussion and argunent, because the comittee nenbers
are generally very conservative and worried about any initiatives which
are not sinmilar to what ARCU is already doing. Mst of the committee
menbers farmon a | arger scale than average and shoul d therefore bene-
fit substantially fromthe acquisition, since they purchase a |arge

vol une of fuel

A nunber of agricultural societies and unions el sewhere in the country
have invested in hotels, petrol stations, nechanical workshops and
ot her non-agricultural activities, usually with sone success. You are
sure that ARCU should be sinilarly enterprising, and you are deterni ned
to put the proposal to the comrittee in such a way that they accept it

and aut horise you to purchase the garage at once.
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Committee Menhers' Role Play Brief - The Petrol Station Proposal

You are a comrittee nenber of ARCU. The chairman has called a speci al
meeting at the request of the manager in order to discuss a proposa
that ARCU shoul d buy the local petrol station and garage, which is pre-
sently owned and operated by a M. Ahned.

You are very surprised and rather worried by the idea. M. Ahnmed is a
pr osper ous busi nessman and you are sure that he will ask a very high
price, far beyond the $1,000 or so which you believe is the npst that
ARCU has in cash and at the bank. You al so know that previous applica-
tions for loans fromthe co-operative bank have been refused because of

the lack of security.

In any case you believe that ARCU is an agricultural organisation and
shoul d not divert its resources to non-agricultural activities. There
is certainly a need for better service to nenbers. They need better
advi sory services, they need a greater selection of farmsupplies, and
any nmoney that is avail able should, you believe, be spent on inprove-

ments which directly benefit nmenbers.

You are yourself a rather |arger farner than average. You own a trac-
tor, a pick-up lorry and a car and you naturally buy all your fuel from
Ahned' s garage since there is no other outlet in the area. You are

reasonably satisfied with the service you get, although the prices are
rather high. M. Ahned and his staff are always very obliging and re-
spectful to you, and you wonder how this would change if the co-opera-

tive owned the petrol station

You want ARCU to prosper since your own farming activities will bene-
fit, and you will gain status as a conmittee nenber. You admire the
manager for his energy and initiative, but you feel that many of his
i deas are rather rash. This seens typical and you are very sceptical

about the whol e proposal.
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SESSION 5. 4
CO ORDI NATI ON W TH OTHFR ORGAN| SATI ONS

hjective: To enable participants to co-ordinate the activities of

their own organisations with those of other departnents,

conpanies or institutions with whomthey have to deal.
Tioe: 1 to 2 hours
Session Quide:

Thi s session should be structured as foll ows:

4)

Ask participants, on a brain-stormng basis, to briefly identify
the types of organisations with which a co-operative union such as
ARCU nust fromtime to tine co-operate. This should include mni

stries involved, banks, private sector conpanies, primary so-

cieties, local governnent, etc.

Li st the objectives of a co-operative union and identify possible
sources of conflict between these and other institutions' object-

ives.

Ask participants to describe exanples of conflict or |ack of co-

ordi nati on between co-operative unions and other organi sations.
Attenpt to elicit fromthese, using the list now on the chal k

board/OHP, a list of the ainms and objectives of sone of the norex

i mportant institutions with which a co-operative union nust work.

Pose various possible solutions to the problemof conflict or |ack

of co-ordination. These may i ncl ude:

The establishment of high-level ministerial conmittees at the

central Governnent |evel

The mai ntenance of strict formal conmunication channel s between
Governnent bodi es so that communi cations have to pass up to the
appropriate level before conmng down again to the field staff

in question. (I'l'lustrate this by reference to an organogram)



- The establishnment of district devel opnent conmittees or other
| ocally based negotiating bodi es which nmeet regularly and where

possi ble conflicts can be brought up.

The encouragenent of informal conmunication and co-ordination

on the job across institutional boundaries whenever possible.

Organising training sem nars which include staff froma nunber
of different organi sations and may involve staff from one or-

gani sation undertaking projects in another.

Ask participants to describe exanples of such of these strategies
that are known to them Do they work, what are the probl ens, and

what "m x" of solutions appears nost effective?

Rem nd participants, by sinple exanples, of the vital inportance
of appreciating the objectives and notivati on of other organisa-

tions and of individuals. People and their organi sations are con

cerned first with their own survival and prosperity. These ob-
jectives often prevent effective co-operation and co-ordination
bet ween institutions. It is often possible to satisfy apparently
conflicting objectives, providing both sides are willing to admt
to thensel ves and to each other what their objectives are and to

make m nor conprom ses towards their satisfaction

If tine allows, distribute "Can You Follow I nstructions?" face
down. When every partici pant has a copy, ask themto turn over
their papers and conplete the exercise. Make the point that
people do not follow instructions. Effective co-ordination cannot

be achi eved by written conmuni cation
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Can You Follow Instructions?

This is atinge test You have three minutes only

16)

17)

18)

19)

20)

21)

22)

23)

Read everything carefully before doing anything.

Put your nanme in the upper right-hand corner of this paper
Circle the word NAME in sentence nunmber 2

Draw five small squares in the upper |eft-hand corner.

Put an X in each square.

Put a circle around each square.

Sign your name under the title of this test.

After the title wite - yes, yes, yes.

Put a circle conpletely around the title.

Put an X in the |ower left-hand corner of this paper.
Draw a triangle around the X you just put down.

On the back of this paper nmultiply 703 by 66.

Draw a rectangl e around the word "corner" in sentence nunber 4
Loudly call out your first name when you get this far

If you have followed the directions carefully to this point, cal
out "I have".

On the reverse side of this paper, add 8950 and 9805.

Put a circle around your answer, and put a square around the
circle.

In your normal speaking voice, count fromten to one backwards.

Punch three small holes in the top of this paper with your penci
poi nt

If you are the first person to reach this point, |oudly call out;
"I amthe first person to reach this point, and | amthe |leader in
following directors"”.

Underline all even nunbers on the left side of this paper

Loudly call out, "I amnearly finished. | have foll owed direc-
tions".

Now t hat you have finished reading everything carefully, do only
sentences one and two.

THEN KEEP QUIFT! OTHER PEOPIE MAY STILIL BE WRKI NG
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SESSION 5. 5
CO ORDI NATI ON PROBI FVB
(hjective: To enable participants to work with other organisations,
appreciating their particular interests, towards the
sol ution of common probl emns.
Tine: 2 to 3 hours.
Materjial . Case Study "The Railway Wagon Problent.
Session GQiide:

The simul ation on the "Railway Wagon Probl ent shoul d be conducted as

foll ows:

4)

The neeting about the fertilizer delivery probleminvolves eight,
nine or ten people. An additional participant my be asked to act
as secretary and to prepare mnutes. Suitable participants should
be al l ocated appropriate roles, and the renai nder should act as

observers.

Allow the actors up to 15 minutes to read their briefs carefully
and decide on the way they will play their role in the forthconing

neeting.

Al low the neeting to take place, ensuring that the furniture is
suitably arranged so that the observers can see and hear what hap-
pens. Allow up to 30 minutes for the neeting and ask the partici
pant playing the role of general nanager, ARCU to chair the neet-
ing.

Ask the secretary to summari se what was actual ly achi eved and ask
each participant to note at the sane tine what he believes was

agreed, and how well his own objectives were attained

Ask the participant playing the role of general nmanager, ARCU to

descri be how he felt the neeting progressed. Ask ot her partici-



6)

pants to give their views and try to identify which participants

changed their positions the nmost and di scuss the reasons for this.

Ask the observers to comment on the conduct and results of the

neeting, and the approach adopted by each partici pant.

Points to be discussed in subsequent discussion may incl ude:

Even though a nunber of organisations nay have the sane overal
obj ective, their short termgoals and interests will differ.
Agreenment is nore likely to be reached if all are aware of each

other's interests

- Serious problens of this sort are far nore effectively dealt
with if there has been a continuing good rel ati onshi p between
staff of the various organisations, at all levels, and not just

hastily agreed neetings as a result of a crisis.

The actual agreenent reached, if any, is less inportant than the
process of negotiation, conprom se and co-ordi nation which led to

it. The follow ng points may have been agreed on by the neeting:

- ARCU to accept deliveries of fertilizer in any quantity, and at
any time, rather than only at the specified pre-season delivery

dat e.

. The transport departnent, in co-ordination with the railway and
the fertilizer supplier, totry to hire lorries fromany source
to bring the fertilizer to ARCU whenever possi bl e.

- Sone attenpt to be nade to rate the clains of different dis-
tricts to fertilizer. Factors to be taken into account should
i nclude the inmportance of fertilizer in farmunit viability,
how recently fertilizer was first adopted by the farners, the
weal th, reserves and resources of farners which nmay enabl e them
to go without fertilizer for one season or to obtain fertilizer

fromother sources if given warning of the necessity to do so.

. Atinmetable to be drawn up stating in particular when vari ous
parties should be informed of the actual anount of fertilizer
they will be likely to get in order both to avoid panic but

also to allow farners to adopt different crops or take other

steps if necessary.
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- ARCUto be willing to consider taking fertilizer to bulk rather
t han bagged and for it to be delivered direct to district de-

pots or even to farmers in this formif necessary.

-  Some agreenment nust be reached as to the financial responsi-
bility for any extra charges involved in noving fertilizer by
road. The railways may be unwilling to contribute, but the
fertilizer supplier should be willing to make sone contribution

if the load is shared by ARCU and its nenber societies and
farmers.

Care should be taken to explain to all participants the individual
i nterests and objectives of each person at the neeting. It nmay be
necessary to distribute copies of the individual briefs to al

participants for this purpose.
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Ihe Railway WAgon Problem

The ARCU farm supplies departnent was very successful in the first ful

year of operation in taking over a |arge share of the existing nmarket
for fertilizer fromprivate traders within the region and outside. In
addition, and perhaps nore satisfactory still, a | arge nunber of
farmers who had previously not used fertilizer were encouraged by its
ready availability, and by the credit package associated with it, to

start using fertilizer and thus to increase their yields of crops.

Hal f way through the second year of the Union's operation, however, a
serious problem arose which threatened to undo all the good work which
had been done, and seriously to reduce the credibility of the Union and
the farners societies which had begun to play an inportant part in

agricultural life in the regions.

For a nunber of reasons the national railways were critically short of
frei ght wagons. Sone were sitting unl oaded at the docks because of
congest ed war ehouses and inefficient |oading and unloading facilities.

O hers were said to be del ayed i n nei ghbouring countries which were
served by the sane railways system while others were out of order and
were unable to be repaired because of a shortage of spare parts and the
necessary skilled labour. In any case the wagon shortage, conbi ned

wi th handling problens at the docks, neant that there would be a criti-
cal shortage of fertilizer during the com ng season and that ARCU woul d
be likely to receive only about 1,000 tons, which was 300 tons | ess
than was used the previous season. Farnmers' enthusiasm]|ast year sug-
gested that this season's demand was likely to go up to al nost 2,000

tons.

Clearly this was a problem of sone nagnitude and the general manager
convened a neeting to be attended by representatives of all organisa-
tions which mght be involved, and by the respective departnmental heads

within the ARCU. Those invited to attend were as foll ows:

The general nmanager of ARCU, conveni ng and presiding over the

neet i ng.



The director of the Al pha Regional Farm Extension Service, respons-
ible for the 20 farm extensi on agents who cover the region and are

in close touch with farners.

The managers of three of the primary societies which were thought to
be representative of societies in the region and were particularly

i mportant users of fertilizer.

The regi onal manager for the co-operative bank who was vitally
interested in fertilizer supplies since this provided the neans by

which credit could reach the smaller farners.

The regional representative of the fertilizer nmanufacturer and dis-
tributor who was obvi ously concerned at the failure to deliver his

conpany's products.

The freight traffic nmanager of the national railways system who had
been sent by the managenent of the railway to attenpt to explain the

position and to see what coul d be done.
The manager of the farm supply departnment of ARCU

The manager, transport departnent, ARCU
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Ceneral Manager, ARCU

You have convened the neeting in an attenpt to solve the problemin the
best interests of ARCU, and of the farmi ng conmmunity the Union is in-
tended to serve. You are aware that the Union is regarded as sonewhat
of an experinment by Government officials and that successful fertilizer
di stribution has played an inportant part in the Union's fortunes to
date. You are anxious to ensure that blane does not fall on the Union
in any way, but your main interest is to deal with the problemas it

stands in the nost effective way you can

Reqgional Director of the Farm Extension Service

In response to pressure fromthe general manager of ARCU you have
i nstructed your extension agents to encourage farnmers throughout the
region to nake increased use of fertilizers. The results so far have
been very satisfactory not only in terns of fertilizer use but also in
terns of increased crops and thus increased credibility for your ex-
tensi on agents. You are familiar with all the various farm ng areas of
the region, and their differing problens and potential, and you are
anxi ous to ensure that the projected shortage of fertilizer has mnina

effect on the reputation of your extension agents.
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Primary Society Managers (up to three)

At considerable risk to your own status and reputation in your conmu-
nity you have fully comrtted yourself to the new or revived farners
co-operative society of which you are the nmanager. You have been ably
supported by ARCU, and al though there have been problens with the pro-
cessing facilities, and to a | esser extent with credit, the farners
supply service has been an unqualified success. Farnmers in your so-
ciety are making increased use of fertilizer. Many of them were very
sceptical about the society at the beginning and they are thus all the
more grateful to you for having persuaded themto join. You fear that
your own reputation in the area, and all future hope for co-operative
devel opnent, could well be lost if your particular society has to suf-

fer a drop in fertilizer deliveries such as has been threatened.

You are particularly concerned at the forthcoming fertilizer shortage
because a nunber of farmers owe noney on short or mediumterm | oans and
some of them may only be able to repay these loans if they can obtain
the kind of yields which are possible with fertilizer. In many nore
cases, you fear that farmers will use the lack of fertilizer as an ex-
cuse for not paying even if they are actually able to afford the repay-
nments. In addition, of course, you are extrenely concerned that short-
age of fertilizer may lead to a curtailnent of the snmall-farm seasona
credit schene which has begun so well in conjunction with the ARCU.
You wi sh to ensure that any shortfall in fertilizer deliveries is so
distributed as to mninmse the effect of outstanding borrowers and al so
on the small-farm seasonal credit schene.


ana
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i onal : L L I

You are concerned at the projected shortfall in deliveries of ferti-
lizer to Al pha Region, since it appears that only about half the likely
demand is going to be delivered. You are nost disappointed at this
| oss of business in an area to which you have devoted a great deal of
marketing effort. You wish to mninmise the incidental costs associ ated
with snmall deliveries, credit schenes and so on in order to nmaxin se

the profit which will be obtained on the reduced business.

You have been told by the railway managenent to cone to Al pha Region in
order to explain the shortage of freight cars and to help in any way
possible to reduce the effects of the inevitable shortfall in ferti-
lizer deliveries. There is no doubt that the freight car situation

will mean that you will be able to deliver at nost only three quarters
of |last season's deliveries to the region. You have based your alloca-
tion of freight car resources on the demand of |ast season, and the 25%
reduction has been applied in all parts of the country. You are

anxious to ensure that the neeting realises that the shortage of
freight cars is not the railways' or your personal fault, and you are
al so anxious to reduce the effects of the shortage whenever it is eco-

nom cal | y possi bl e.
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Manager, Transport Department ARCU

When you were originally appointed you suggested to the general manager
that the ARCU should purchase sufficient lorries, or to make arrange-
ments with outside contractors, to bring fertilizer fromthe docks over
the 300 kiloneters of bad roads to Al pha Region. As a road transport
speci ali st you have al ways nistrusted the railways and you feel that
the existing situation only proves your point. As it is, the existing
ARCU lorry fleet is barely able to cope with deliveries of farmers

produce fromthe farns to processing facilities and warehouses, and
with collections and deliveries of other materials. Fertilizer is de-
livered to a central point within the region by the railways and the
lorries were only just able to carry |ast season's deliveries fromthis
point to the district depots of the farm supply departnent. Because of
the success of your departnent many of the independent transport con-
tractors in the regi on have gone out of business and there are thus
very few spare vehicles which could be hired as an alternative to rai

support.

Your departnment has been the success story of ARCU and you are furious
that because of the inefficiency, as you see it, of other organisations
your own departrnent is likely to be in difficulties this season. The
credibility of your departnent depends on its ability to deliver to
primary societies and farners, and you fear that any failure will be
bl amed on your departnment regardl ess of where the true fault lies. You
have conferred briefly with your district depot managers, each of whom
has put forward argunents as to why his particular depot should receive
all it wants and the shortfall should be allocated to another depot.
You appreciate that this is not possible and you are not sure whet her
it would be better to deprive all farmers of an equal proportion of
their requirements, or fully to satisfy sone and to | eave others com
pletely without fertilizer. vYou are aware that insufficient fertilizer

can sonetines be | ess econonmic than no fertilizer at all
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SESSION 5. 6
IHE RO E OF GOVERNVENT
hjective: To enable participants to identify the various roles
whi ch Government can play in the co-operative sector, to
describe the situation in their own country and to work
effectively in that context.
Tige: 11/2 to 2 hours
Material Case Study "Some Quotations about Co-operatives".
. i d

Most peopl e usually have strong views on the role of Governnment in the
co-operative sector, and this session is therefore concerned not with
the hypothetical affairs of ARCU but with the realities of Government's
roles in participants' own countries. If participants are all fromone
country, it is possible that they will be reluctant to comment frankly
on or to criticise Government's activities and in this situation the
obj ective should be to show them di fferent approaches and to identify
bot h the advantages and di sadvantages of their own country's situation

and its inplications for co-operative nanagenent.

If participants are drawn from a nunber of different countries this
provi des an ideal opportunity for comparison of the effects of differ-
ent Governnent roles on the devel opnent of the co-operative sector and

on day-to-day nanagenent within it.

The session may be structured as foll ows:

1) Briefly outline the possible roles of Government, froma position
of no special support or encouragenent to direct participation and
control over the formation and operation of co-operative organisa-

tions.

2) Using a diagramatic representation of the possible range of Gov-

ernment activity, ask participants to place their own country



4)

at some point between the two extrenes. Discussion and di sagree-
ment nay show that Government policy differs for various activi-

ties or regions of a country.

In particular initial Government support and participation may
progressively be withdrawn as a given co-operative becones able to
exi st on its own. Many countries will thus provide exanpl es of

bot h extrenes.

Descri be with exanpl es drawn if possible fromparticipants' own

experiences, four typical Governnment policies:

a) A situation where there are no special laws or regul ations
governi ng co-operatives and yet the co-operative sector is ex-

trenely successful

b) Countries where co-operatives receive sone special support
such as favourable rates of taxation, training or direct
Governnment participation in isolated i nstances where this is

felt to be a useful way of inplenenting Governnent policies.

¢c) Countries where the Governnent takes an active role with a
speci al Departnent of Mnistry concerned with co-operatives
and | aws and auditing systens to protect nenbers fromthe il
effects of m suse or m snmanagenent of co-operative organi sa-
tions. These powers nmay be extended to include taking over

and operati ng co-operatives whose nmanagenent has been found

want i ng.

d) Countries where the co-operative novenent is an official ve-
hicle for the exercise of Governnent policy, nay be closely
controll ed and benefit fromofficial nonopolies, and is used
for the dissemnation of political ideas fromthe top as wel

as for purely econonic organisation

Ask participants to describe the types of econony for which each

of the four types of Governnent policy would appear appropriate:

- "a)" works effectively in a free market econony with highly de-
vel oped institutions and a vigorous if relatively small agri -

cultural sector which is well capable of taking care of its own

i nt erests.
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- "b)" is frequently adopted in countries with a well devel oped
econony, often of the social denocratic type, where co-opera-
tives can on occasion be used as a nmeans to industrial restruc-

turing which is felt to be necessary.

- c)

is appropriate for nost mi xed econony devel opi ng countries
where snall-scale farners in particular are in need of assist-
ance and protection but where nmarket forces are whenever pos
sible allowed to operate in the interests of conpetition and

efficency.

- "d)" is appropriate for centrally planned econom es where nost

institutions and activities cone under the direct control of
Central Governnent.

Ask participants to suggest what m ght be the advantages and di s-
advant ages of policies at one or the other end of the spectrum of
Governnent involvenent, as far as the effective operation and nan-

agenent of co-operatives is concerned.

Non Intervention - Advantages
Co- operati ves devel op where they are needed, and where people

are capabl e of running them rather than where Governnent de-
ci des they shoul d devel op

Co-operatives can respond to the needs of their menbers and the

mar ket rather than to Government directives

Co-operation is based on local initiative and self-help; this

is not consistent with a strong Central Governnent role.

Co-operatives pay be used by unscrupul ous or inconpentent

peopl e to the disadvantage of their nmenbers and of the econony.

Co-operatives may develop only slowy or not at all when in

fact they could play a valuable role.

Co-operatives as small, usually rural, institutions nay not get
even the same degree of Governnent support and assi stance as
more centrally | ocated, powerful, private or public sector

or gani sati ons.



CGovernnent lnvol venent - Advant ages
If the co-operative sector is to play a major part, particu-

larly in agricultural devel opment, it mnmust be treated as an in-
strunent of devel opnment policy.

The problens of rural people in many countries are desperate:
they cannot afford to wait for co-operatives to evol ve nat -

urally on their own.

Rural areas have often been drained of capital, |eadership and
ability. Governnent intervention through co-operatives is es-

sential to redress the bal ance

Wth newy independent countries with poor conmunications there
is a desperate need for any formof institution which can pro-
vi de two-way communi cation to and fromthe centre. The co-

operative novenent is an ideal vehicle for this purpose.

CGovernnment | nvol venent - Di sadvant ages

Gover nnent i nvol venent often | eads to bureaucracy and regul a-
tions which stifle devel opnent.

If co-operatives are seen as an arm of CGovernnent they may be
expl oited as a source of money and assistance from above rat her

than as a nmeans of nobilising |ocal resources.

The essence of a co-operative is that it is controlled by its
menbers. Any form of Governnment control inevitably dilutes
this and menbers may never learn to take responsibility for a

co-operative's affairs.

CGover nment nmay burden co-operatives with tasks which are beyond
the capacity of their managenent.

A too rapidly devel oped co-operative sector may never be a
genui nely vi abl e one.

Ask partipants to describe situations where co-operatives, and
thus their menbers, have suffered through an excess of Governnent
intervention or through too little. Di scuss how t hese situations
nm ght have been avoi ded and attenpt to evol ve some general princi-
pl es which can be applied to Governnent's role. These might in-

cl ude:
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Gover nnents shoul d support and encourage local initiative but

shoul d not replace it.

Co- operati ves shoul d whenever possible be subject to conpeti -

tion fromother institutions.

Gover nnent should attenpt to audit and supervi se co-operative

activity rather than actually to control it.

Governnments shoul d protect people fromm suse of co-operatives
and shoul d have special |aw and registration regul ati ons per-

taining to co-operative activities.

Distribute the quotations and di scuss them

Questions which could be raised and di scussed in connection with

the quotati ons:

Are co-operative enterprises necessarily nore virtuous in con-

forming to national goals than any other type of enterprise?

Can co-operatives be as noral as limted conpani es, partner-
ships or sole proprietorships and is confornity to the co-

operative principles enough of a guarantee for norality?

How can CGovernnments use (and possibly m suse) co-operatives?
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"The aimof this co-operative society is to enable nenbers to own

farnms without working on themthensel ves."

"Co-operatives assist in institutionalising the power of the

al ready economically privileged."

"Qut of every hundred households in our country, at |east twenty
own no cows at all; thirty own only one cow each . . . The rich
peasants however, own three, four or nore cows each . . . Wo then

gains from co-operative cheese dairies?"

"Co-operatives are not for beggars."”
' The idea of uniting the whole popul ation of a given |o-
cality in a single co-operative society . . . which is the only

socialist principle.”

"Co- operatives have been recogni sed as appropriate agenci es of
national policy as their operations are expected to be infornmed
with a social purpose. . . . If, they fail in this Governnment may

have to intervene."
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SESSION 5. 7

DRAFTI NG A JOB DESCRI PTI ON FOR GOVERNVENT AND FOR THE
CO OPFRATI VE SFCTCR

hjective: To enable participants to define the relationship be-

tween Governnent and a Co-operative Union

Iine: 1 to 2 hours.
Material : Menmor andum " The Rol e of Governnent"
, wid

Participants, in the sane groups as before, should be given the neno-
randum fromthe registrar and asked to draft a reply, They should refer
back to previous naterial for sonme indications as to the way in which
Governnent is presently involved in the co-operative sector of which
ARCU fornms a part, and nay nake assunptions when information is not

avai |l abl e.

It is possible that sonme participants will support an interventioni st
Government role while others will prefer a nore distant supervisory

pol i cy. G oups should attenpt to evol ve a conmmon approach even if they

contain participants with such differing views.

Allow groups up to one hour to draft their replies to the nenorandum

then reconvene the group and ask group spokesnen to present and explain
their replies

G oups suggestions will relate to the previous session and partici-
pants' political preconceptions will inevitably col our their concl u-
si ons. It is inportant however that any attenpt to define Governnent's

role should include the foll owi ng conponents:

1) A clear statenment of national objectives for the sector in which
co-operatives mght be expected to play a role, but with no speci-

fic nention of co-operatives as such at this stage.



2) A definition of the contribution which co-operatives nmay be ex-

pected to nake towards the achi evement of this objective.

I dentification of problems which may be expected to affect co-

operatives if Governnent plays a wholly passive role.

4) Cear definition and delineation of ways in which Government can
prevent these problemns.

G oups concl usi ons should be judged nore for the logic of their pre-
sentation than for the particular views which are expressed. Problens
may nore often arise because of lack of clarity as to responsibilities

t han because responsibility has been incorrectly allocated.
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NMEMORANDUM

EROM The Regi strar of Co-operatives

TQO Ceneral Manager, Al pha Regi on Co-operative Union

TIhe Role of Governnent

As general nanager of a recently established co-operative union, you
are no doubt familiar with the role which Governnent plays in the co-
operative novenent of our country. As you know, the Governnent regards
co-operatives as the nost effective neans of nobilising the rural popu-
lation for agricultural devel opnment, and for providing themw th the
i nputs, processing facilities and narketing services which they need.

It may be appropriate to summari se the ways in which Governnent assists

co-operatives to fulfill their objectives:

1)  The departnent of co-operatives, headed by the registrar, is the
nmost i nportant division of the Mnistry of Co-operatives and
Soci al Devel opnent. The registrar is enpowered to renove and re
pl ace nanagers of co-operative societies, to amal ganate societies
which are not viable and generally to protect the people fromms-
use of the co-operative system The departnment provi des assi st-
ance with training and managenment, and with its field force of co-

operative officers and auditors, it both controls and assists the

nmovenent in its work.

2) The Governnent, through the co-operative bank or through the de-
part ment of co-operatives, provi des subst anti al fi nanci al
resources for investnment purposes, for the nmaintenance of services

and for lending for agricultural purposes.

3) The Governnent has started and maintains the co-operative college
for the education of managenent, committee nenmbers and ot hers

within the novenent.

4) The Governnent, when appropriate, allocates to co-operative so-

cieties exclusive rights to distribute certain agricultural inputs



or to process and nmarket its outputs. Thi s power neans that
farmers who wi sh to make use of these inputs or grow these pro-

ducts nust belong to co-operative societies

5) The Government actively encourages and assi sts new co-operative

organi sati ons such as your own.

6) The Government requests and controls external assistance from bi -

lateral and multilateral agencies to the co-operative sector.

The Governnent is critically reappraising this role. In the interests
of national unity and econonic progress there is a greater need for the
popul ation at all levels to be aware of and to support nati onal
policy. The co-operative novement provides an effective nmeans of com
muni cati on with the masses and the Government is considering nmaking

greater use of the novenment in the interests of national unity.
| should appreciate your frank and critical comments both on Govern-
ment's existing role and on the extension of that role which | have

briefly indicated. Your views will be an inportant input to Govern-

nment's del i berations.

Assignnent

Draft a reply to the registrar.
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SESSION 6.1

ACTI ON | FARNI NG

hjective: To enabl e participants to apply what they have | earned
during the preceding days to their own problens in the
areas of planning, organising, staffing, finance and ac
counts, pronotion of co-operatives and external rela-
tions.

Time Conpl ete day.

Material Participants' conpl eted pre-programe questionnaires and
annual reports, returns or other information brought by
participants fromtheir own unions.

Session Qiide:

The purpose of this day of "action learning" is to ensure that partici-
pants rel ate what they are doing to their own jobs and do not consider
that the success of the programe depends on their ability to success-

fully solve the problens of ARCU

The day before this session, the participants are asked to wite down a
specific problemwhich they face in their work. It is very inportant

that they describe the problemin such terns that it is possible to

deal with it. The participants are not supposed to wite statenents
like: "I can't conmunicate with workers" but to give an exanple of a
specific situation where this has happened. Renmi nd participants that

they are not supposed to give exanples of problens that already are
sol ved. Partici pants should be reninded of the fact that they share
anong them an enornous weal th of knowl edge on nmanagenent of co-opera-
tive unions, and this day should give them an opportunity to bring
their conbined expertise to bear on an actual problem of some of their

col | eagues

Problens falling in the area of planning, organising, staffing, ac-
counting and finance, pronotion of co-operatives or external relations
shoul d be used for this session. It should be possible for each group

to deal during the three discussion sessions with two or even three of



their colleagues' problens. The groups shoul d be put together accord-
ing to the following criteria: di fferent problens, nmembers fromdif-

ferent areas, not the sane groups as before, if possible.

The groups should structure their discussions as foll ows:

a) A selected nenber of the group describes his particular problemin
very specific terns, and relates it to the background of his organ-
i sation with which the remai nder of the group should by this tine

be fam liar.

b) The remai nder of the group consider the problemand attenpt to draw

on their own experience for ideas for its solution

¢c) The "owner" of the problemattenpts to draw together his col-

| eagues' advice and to suggest how he will solve the problemon his

return hone.

d) The coll eagues comrent on his solution, and the group between them

arrive at a specific programme of action to which the "owner" of

the problemis prepared to conmt hinself.

The tinme allocated to this process for each problem should be a nini num
of one hour but it may be preferable for each group to deal only with

two problens during the three sessions devoted to this discussion

During the fourth session the "owner"” of each problem shoul d nake a
brief presentation describing the problem and sayi ng what he proposes
to do about it. The renmi nder of the group who were not in his group
shoul d comrent on his proposal which his group should by this tine con-
sider as their own. In this way every problemw || be addressed in de-

tail by each group and nore generally by the group as a whol e.

By the end of the day it should have been possible for half the whole
group to have had the experience of describing a problemto their
group, jointly developing a solution to it and then presenting the sol -

ution to the group as a whole

Careful note should be made of the problens and the proposed sol utions,
since participants' success in applying these will be used as the nmjor

neans of eval uating the programe.
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SESSION 7.1
THE SO I G TATI ON OF FUNDS
hj ective To enabl e participants to present requests for funding
to national or international bodies.
Tine: 3 to 4 hours
Mat erj al Handouts - "Funds Solicitation", ARCU and Co- operative
Bankers' Briefs.
E . i |

Partici pants may not often be in the position of making presentations
in support of fund applications which are explicitly conpetitive with
simlar requests from other organisations. The material has been set
up in this rather artificial situation in order to crystallise the pre-
sentation task since any co-operative organi sati on nust be aware that
it is actually in conpetition with other institutions for staff, re-

sources and funds of any sort.

The session should be structured as foll ows:

1) A group of around six participants shoul d be given the ARCU Bri ef,
if possible well in advance of the session, and asked to prepare a
presentation lasting up to thirty mnutes to be given to a group
of co-operative bankers who are responsible for funds allocation.
This group should be given facilities for preparing overhead
transparencies, flipcharts or any other-audi o-visual aids which
they feel to be necessary. They should if necessary be remn nded
that the presentation should be brief, ordered, and easily

conprehensi bl e, and mi ght reasonably include the foll ow ng:

- A statenent of the rationale of the project, together with the

objective which it is hoped will be achieved.

- Sone indication of the nunber of beneficiaries and the degree
to which they will benefit.



- A clear but non-technical description of the project itself.

- Aclear and sinplified statenent of the cash flow showing in

particul ar how the necessary repaynents are covered by earn-

i ngs.

- Sone attenpt to show to what extent the repaynent capacity can

tolerate lower yields or prices without falling into arrears.

- A statenent of the nmethod of eval uation which the sponsors can
use to ensure that in addition to supporting regul ar repay-
nments, the project is actually benefitting the people whomit

was i ntended to help.

The remaining participants should be given the Co-operative
Bankers' Brief and asked to produce as a group, a list of
questions which they will expect the ARCU representatives to cover
in their presentation, and to which they will request answers if

t hey have not been covered.

If there are nore than 25 participants altogether, it nay be pre-
ferable to appoint 6 participants to represent the bankers, and to

ask the renmi nder to observe the neeting between the two groups.

Al l ow the ARCU representatives to nmake their presentation to the
co-operative bankers. They shoul d observe the tine limt of 30
mnutes, and a further 15 to 30 minutes should be allowed after-

wards for questions.

Reconvene the group and di scuss what has occurred. The co-opera-
tive bankers should be asked first of all to say what were their
concl usi ons and the degree to which they were satisfied by the
presentation and subsequent answers. Both sides should be encour-
aged to evolve a list of bankers' objectives which may not be con-
sistent WwWith the objectives of a co-operative union but nust
neverthel ess be satisfied if the bank is to lend its nobney. These

will include factors such as:

- Security in the event of non-repaynent.

- The project to earn substantially nore than the funds necessary

to repay the | oan.
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Means must be avail abl e whereby earnings fromthe project can
be extracted from beneficiaries by deduction fromcrop receipts

or sone other device.

Assur ance that other needed inputs such as short termcredit,
materials or expertise, marketing outlets, are available for
the project as well as the actual operating aspects of the pro-

ject itself.

If time allows ask participants who have been involved in solicit-
ing funds fromvarious types of financial institutions to recount
their experience: how do the objectives of comercial banks, co
operative banks, devel opnent banks, bilaterial or multilateral in-
ternati onal agencies or other sources differ one from another?
How must the presentation be changed in order to satisfy their

criteria?
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s Solici :
ARCU Brief

In spite of their poverty, and the difficulties which they face, the
peopl e of Sigma Swanps are genui ne co-operators. The Sigma Rice
Growers' Society has been active in a small way for nany years its nem
bers have jointly alleviated sone of the worst aspects of the life they
are forced to |l ead. Now they have recogni sed that ARCU nmay be able to
help themto nake a radical inprovenent to the area, by providing ac-
cess to capital and skills quite beyond the reach of one snmall and un-
important society. In other parts of the country, similar saline

swanps have been reclained and turned into fertile rice | and which pro-
duces better yields than the upland dry rice. Certain varieties of

rice are resistant to the residual salinity and can yield nore even
than irrigated rice in sone cases. The nenbers of the Sigma Society

have asked ARCU to help themto benefit in the sanme way.

In conjunction with the Mnistry of Agriculture ARCU has devel oped a
project to reclaim2,000 hectares of the Sigma Swanps, and to settle
1,000 famlies on the new | and. The people are presently living m ser-
ably on the edge of the swanp land, growing a little rice and ot her
crops by shifting cultivation in the forest. Apart fromthe inadequate
yields, this is causing serious problens of deforestation and erosion.

The rates of infant nortality and norbidity anbng these people are the
hi ghest in the whole country, and attenpts to bring education and ot her

services to them have generally fail ed because the peopl e nust spend

every mnute of the day struggling to survive

The co-operative bank has obtained fromabroad a | ong terml oan of one
mllion dollars on very generous ternms. This is to be lent on simlar
"soft" terns to a single deserving project of nmaxi mum benefit to the
people. The director of the bank has decided that the noney shall if

possible be lent to one project, rather than be spread over several

Three other organisations within the co-operative novenent are submt-
ting proposals, and the bank's directors have to decide which to sup-

port.

The conpeting proposals are believed to include the foll ow ng:



- Capital Cty Housing Co-operative: one mllion dollars for the con-
struction of one thousand | ow cost housing units for occupation by

famlies presently living in slumsettlements around the city.

Co- operative Col | ege: one million dollars for the construction of
new cl assroons and dornmitories at the college to allow for a further
twenty full-tinme student places and also for the construction of
four regional co-operative training centres for conmmttee and menber

education throughout the country.

- Omcron Regional Farners Co-operative Union: one mllion dollars
for the purchase of one hundred heavy tractors to be provided to

villages as a basis for tractor-hiring societies.

The ARCU managenent decided to subnit their proposal individually,
rather than as part of the normal budget, because it has inmportant wel -
fare inplications and al though they are confident that the loan wll
ultimately be repaid, the terns nmust inevitably be sonmewhat nore gene-
rous than those demanded for noney to be lent to farnmers for ordinary

seasonal or nediumterminvestnents.

The basic proposal is as follows:

Sum to be borrowed: One nmllion dollars.

Repayment : Three year grace period, subsequent twenty year

repayment, interest at 5% per year.

The Project: Cl ear, reclaimand enclose 2,000 hectares of the
Si gma Swanps, plus necessary access roads and
site and service facilities for five conmunities
of 200 fanilies each; construct arice mlIl to
serve the whole area

I nstitutiona

Arrangenents: One thousand poor fanmilies presently living in

the area to be resettled in the new conmunities.

The Sigma Rice Growers Society will provide them
with seasonal credit from ARCU and will own and
operate the mll. This society will recover and

repay both seasonal credit advanced by ARCU in
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the normal way and the |long termdebt for |and
reclamation at a rate of $2,250 per famly spread

over 20 years at $112.50 per year.

Expect ed Schedul e: Year One: Reclamation and construction of roads.

Year Two: Land fallow for desalination, village

centres constructed and occupi ed.

Year Three and thereafter:

Ri ce under cultivation, yield 2,250

kil os per hectare.

Far m Econony: Cost of seend and fertilizer z $ 150. 00
Ri ce produced = 4,500 kil os
Ri ce consuned on the farm = 1,500 kil os
Surplus for sale = 3,000 kilos
Val ue at 20 cents a kilo = $ 600. 00
Less cost of inputs- $ 150.00
$ 450. 00
Less annual debt repaynent - $ 112,50
Net Surpl us $ 337 .50
Ot her Servi ces: Ful | co-operation has been prom sed fromthe de-

part nent of co-operatives and the Mnistry of
Agriculture in extension, training and advisory
work. The spread between the borrow ng cost of
5% and the lending rate of 10%is expected to
cover any extra costs incurred by ARCU. Nornal
seasonal loan funds will be used for the seasonal

credit conponent in the rice cultivation.

The ARCU has already nade a conplete witten submi ssion to the co-
operative bank including a set of up-to-date accounts for the Union.
Because there are many clains for the funds and tine is short, a senior
bank committee has been set up to make the final decision. The com

mttee nenbers may have been advised by their staff in detail. They

may not however have had time to read the conplete report, and their



decision will depend basically on what they see and hear during the 30

m nutes verbal presentation which the ARCU has been invited to make.

The presentation should be supported by visual aids and should prefer-
ably include a description of how the project will benefit the region
and a statenent of the surplus to be gained by the individual farmers
and the Union. No doubt the conmittee nenbers will also want to see
that the necessary repaynents can be net, and have sone indication of
the "safety margin” in ternms of the nmaxi mumreductions in yield or
price. Al so, what about delay in the inplenmentation of the project -
how much del ay can we have and still allow income fromthe project to

cover annual paynents?
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I Licitati
] : I | of

An international agency has offered the co-operative bank a one mllion
dollar line of credit, with a three year grace period and subsequent
20-year period of repaynent at 2% per year, for on-lending to any pro-
ject sponsored by an organisation within the co-operative novenent

whi ch contributes significantly to national well-being.

The board of directors of the bank has decided that the sum shoul d be

all ocated to one single project, and applications have been received

from four organisations

These may briefly be summarised as foll ows:

1) The Capital Gty Housing Co-operative: one mllion dollars for
construction of one thousand | ow cost housing units for occupation
by famlies presently living in slumsettlenents outside the city.
The land is to be nmade avail able at a |l ong-term nominal rent by the
Cty Council. The bank to have the first call on rent receipts

after repairs and direct expenses, and to retain title to the

houses as security.

2) The Co-operative Coll ege: one mllion dollars for the construction
of new cl assroons and dormtories at the college to allow for 20
more full-time students, and for the construction of four regiona
co-operative training centres for comrittee and nmenber education
t hr oughout the country. This loan is to be guaranteed by the Cen-

tral Governnent.

3) The QOmicron Regional Farmers Co-operative Union: one nillion dol-
lars for the purchase of one hundred | arge tractors to be provided
to villages within the Union's region as the basis of tractor hire
soci eti es. It is hoped that these societies will evolve into
mul ti-purpose societies in a regi on where co-operation has so far
been unsuccessful. The bank is to have first call on the |ease
paynments, after repairs, and to retain a lien on the tractors unti

the | oan has been repaid.



4) Al pha Regi onal Co-operative Union (ARCU): one nmillion dollars for
the clearing and reclanmati on of two thousand hectares of swanp for
rice growi ng, and establishing a settlenent of one thousand pre
sently poor famlies. The loan is to be repaid by deduction from
crop receipts adninistered by the Signa Rice G owers' Society,
whi ch has requested this project for the benefit of its nenbers,
and the individual farm surplus available for repaynent of the |oan
is estimated at three tinmes the annual liability, after deduction

of the cost of inputs.

Al'l the project appear capable of generating the fund necessary for
their repaynent, and to be of national benefit. The interest rate is
in each case calculated at 5% Each institution has allowed a nmargin
between its own cost of noney and the charge to users in order to cover

extra admi nistrative expenses.

Because of the difficulty of the decision, the board of directors of
the co-operative bank has set up a special high level committee to nmake
a recomrendati on as to which project should be funded. Detailed wit-
ten subni ssions have been nade in each case, and representatives of
each agency have been invited to nake a 30 m nute presentation of their
proj ect. The first three have made their presentations and all ap-
peared equal |y deserving. The comm ttee nust now deci de what questions
they should ask the ARCU, and after their presentation nust decide

whi ch project to support.
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L ARGE- SCALE OR SMAI | - SCALE ?
hjective: To enable participants to identify why it is inportant
to provide credit to small farners.
Tine: 1 to 2 hours.
Material Tape Di al ogue "Large or Small ?"
. i d

The session should be structured as foll ows:

Ask participants to attenpt to assess the average size of farm
hol dings in their country, and to conpare it with what they be-
lieve to be average size of co-operative menber hol dings; is the
co-operative sector generally catering for the farmer with a
| arger than average hol ding? (Attenpt before the session to ob-
tain data.) For conparison purposes average farmsizes in these
countries are as follows:

United States of Anerica 150 hectares

63 hectares

United Ki ngdom

Hol | and = 12 hectares
I ndi a = 3 hectares
Tanzani a = 2 hectares
I ndonesi a = 1 hectare

Attenpt to show, as is usually the case, that co-operatives are in
fact favouring larger farners, in spite of their stated intention

to hel p those nbst in need.

Pl ay the tape dial ogue and ask participants to indicate by a show
of hands whether they would favour the position of the Zeta Sec-
retary or the Onega Secretary. Point out if appropriate that the
menber ship of co-operatives with which they are invol ved does or

does not appear to be consistent with their opinion



Partici pants may wi sh the dial ogue to be played again. I n any
case ask themto identify the respective advantages of |arge ver-
sus snall farmers froma general social and econom ¢ point of view
and fromthe point of view of a co-operative providing themwth

credit. They may nention the follow ng factors:

If, as is likely to be the case, nobst or all participants support
the Onega policy, remnd themof their own nenbership profile. Be
prepared to act as "The devil's advocate" in the di scussion which
follows, arguing in support of the larger farner in order to en-

sure a bal anced debate.

Econony of scale allows use of nodern nachinery.

Smal | er nunbers of nobre educated people can be nore effect-

ively reached by training and extension.

Consi stent standards can be nore easily attained, particularly
for export markets.

The transport both of inputs and of produce is nore econoni cal
Less land is taken for housing and donestic purposes.

Industrialised countries with the nost efficient agriculture

have generally larger units
More susceptible to Governnent direction
- Able to practise crop rotation.

- Better able to take risks with new varieties and farm ng

net hods.

Large Farners - Credit Advantages
- Less administration required for a given anpbunt of noney.

- Geater possibility of funding discrete and controll abl e assets

such as nachi nery.

- Have coll ateral which can be seized and sold in case of de-

faul t.

- FEasier to control and nonitor the disbursenent, use and repay-

ment of credit.
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- Cenerally better farners and thus nore likely to repay.

- Have access to other institutional credit, and the risk can

thus be spread.
Snall Farners - General Advantages
- Provide nore enpl oynent.
- Use less capital
- Are nore productive in their use of |and.
- Are nore productive in their use of inputs.
- Preserve traditional comunity bonds.

- Ensure that as many peopl e as possible have a stake in the Iand

and thus the stability of the country.

Are nore equitable.

Snall Farners - Credit Advant ages

Require less credit per hectare and thus allow limted funds to

hel p nore peopl e.
A greater spread of risks

Less possibility of inportant individuals influencing |oans

through illegitimte pressure

Have no access to other source of institutional credit and are

in need of alternatives to exploitative noney | enders.

Di scuss the argunents for and agai nst each side. Participants
shoul d conclude that small farns are to be preferred for both so-
cial and econonic reasons. There may however be exceptions, and

the administrative inplications are difficult.

Ask participants to suggest certain exceptional situations where

larger farms nmay be preferred:

Export narkets, canneries or other custoners may require stan-
dard and carefully tinmed crop deliveries which cannot easily be

achieved by a nultitude of snmll-scal e i ndependent farners.

Quality of seed, pedigree breeding stock or other farminputs

can best be nmmintained on a large unit.



- Very arid range farns may require that aninmals are noved from
one part of a large farmto another; this cannot be managed

with small units.

- Limted nunbers of potential small farnmers may nean that |and
has to remain in the hands of large farnmers at |east for the

medi um term

Ask participants to suggest how co-operatives and ot her agricul -
tural support institutions can attenpt to overcome the difficul-
ties necessarily involved with attenpting to service |arge nunbers
of small units. There are no easy answers to this but it is ob-
viously inmportant for a co-operative union to foster and encourage
primary societies which have the potential to be effective chan-
nels for the appraisal, delivery and collection of credit. If
primary societies are inefficient or chronically in arrears, it
may be necessary to develop alternative channels such as infornal
credit associations or selected farmers acting as agents for the

di sbursenent and collection of credit.

Stress that small farmlending can only be successful if it is

wel | nmanaged
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Credit Manager:
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Credit Manager:

Orega Secretary:

Credit Manager:
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Large or Small?
(Di al ogue to be Taped)

The ARCU needed a credit policy. Several districts
now had viable farmers' societies, and their menbers
were begi nning to make use of the Union credit ser

vice. Opinions differed, however, about what sort of
farmers should be receiving preference for the
| oans. Zeta and Onega societies represented the two
extremes, and the nanager of the credit departnent of
ARCU asked their respective secretaries to neet him
and discuss their differing views. The three nmen net

in the ARCU credit office, and the credit nmanager
started by trying to sunmari se their opposing points

of view as he saw t hem

We all agree that our job is to pronpote agricultura

devel opnent in Al pha Region, and that one of the
tools we have at our disposal is credit. At the nom
ent | am approving |loans nore or |less as the so-
cieties send in applications, but the general nanager
feels that there should be sone guidelines. What do

you and your nenbers in Zeta District feel?

My approach, and | know that | speak for ny com
mttee, is that noney should be lent to those who are

able to make the best use of it.

That seens fair enough as far as it goes. Wio do you

think they are in Orega District?

Well, | think | disagree right fromthe start. It is
only a small change, but | think |loans should go to
farmers who will henefit mpst fromthem

That is not necessarily different. Wwn't the people
who wi Il make the best use of a |loan nost |ikely be

t he sane peopl e who woul d benefit nobst from having

one?



Omega Secretary:

Zeta Secretary:

Orega Secretary:

Credit Manager:

Orega Secretary:

Zeta Secretary:

Credit Manager:

It all depends what you nean by maki ng the best use
of it. Maybe you coul d describe a typical exanple,

as you see it in Zeta District.

Certainly! W have several of them and many of them
have already borrowed noney through the society.
They generally have five to ten hectares of | and,
they are already using many of the | atest seeds and
techni ques, and in fact you could call themthe agri-

cultural elite of the district.

That sounds like a perfect recipe for inequitable
di stribution of wealth, concentration of |and owner-
ship, increased | andl ess poverty for the mgjority, in
fact the rich get richer and the poor get poorer, the

very opposite of bal anced national devel opnent.

Al right, maybe you have a point, but who would you

| end the noney to?

The average man, who needs hel p, he has one or two
hectares of |and and can barely support his famly.
These farners have hardly anything to sell, and can
never accunul ate their own capital to inprove their
farms. A small loan can really help a man |like that,
and nost of our farmers, not only in ny district but
t hroughout the region and the country in fact are

like that. Your elite are the mnority, surely you

admt that?

O course | do, but | want our country's scarce re-
sources to go where they can do the nbost good, and
where | can nake sure they are being used properly.
What do you think, here at the credit office? Wuld
you rat her apprai se, sanction, disburse and event-
ual ly collect 100 | oans of $100 each or 10 | oans of
$1, 000 each?

Well, if you put it like that, | nust adnmit that it

takes about as long to deal with a large loan as it



Orega Secretary:

Zeta Secretary:

Credit Manager:
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Zeta Secretary:
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does with a small one. From an admi nistrative point
of view, and to reduce ny departnental costs,
shoul d have to go for the small er nunber of |arger

| oans.

Yes, if costs and apparent financial efficiency are
everything. Surely though our job is to pronote de-
vel opnent, not just to nake noney or mninm se costs,

and we should try to reach as many peopl e as pos-
sible, even if it does cost nore noney.

| agree, but the way to reach themis by hel ping the
fewreally good farmers. They will grow nore food,
enpl oy nore people, create a bigger market for non
farm products and thus in the end create nore jobs
for the majority who just cannot nake it on the
land. In the long term |ending noney to the na-
jority is just prolongi ng the agony, and wasti ng

noney at the sane tine.

I'"'mno econonist, but | nust say you nake a good case
for the bigger, better farnmer. wWat do you think in

Orega District?

If you want a fewrich men and a nmass of |andl ess un-
enpl oyed, fair enough. | want our noney to create
jobs, to preserve our national social structure and
sense of independence, and to bring the benefits of
progress to everyone and not just to the newelite.
You are just creating a new class of |ocal colonial-

i sts.

Not at all, | amtrying to bring our country into the
twentieth century. Where are the npbst productive

farns in the world? North Anerica. What proportion
of the popul ation works on the | and there? Less than
10%  Co-operatives are not refuges for the unenpl oy-

abl e, they are engines of econom c progress.
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Zeta Secretary:

Orega Secretary:

Zeta Secretary:

Orega Secretary:

Credit Manager:

We are not a charity, I'lIl admt that, but will your
farnmers eventually buy out smaller holdings, and end
up as large mechanised farners, enploying only a
smal | proportion of the people who used to work the

sane | and?

You cannot prevent progress, and nmuch of the | atest
t echnol ogy cannot be used as fragnented snall hol d-
ings. W nust go for the best, and create wealth and
rel ease | abour for the industrialisation which is the

key to a bal anced nodern econony.

You may be right in the very long term and | hope
you are, but at the nonment we nust face facts! Small
farmers, properly trained, advised and supervised,
can produce as nmuch, or nore crops fromthe sanme
acreage as large ones, and will certainly use nore
| abour, which we have plenty of, and | ess capital,
whi ch is scarce. Big farms today for the few, wll
bring starvation tonorrow for the many, not jobs in

i ndustry at all

Even if you are right, how can anyone supervise the
use of credit on thousands of tiny farms, and how can
the Mnistry of Agriculture train and advise all of
then? | think it would be pointless to try, but even

if it was worth doing, it is just not possible.

It's difficult, but it's essential. I think our job
is to devise systens and | oan packages, training and
ext ensi on nethods and so on in order to try to do

it. It's the only way.

VWll I"mnot sure who is right, but | know that we
nmust not nake | oans that we cannot properly appraise
and supervi se. Ri ght now that means not many | oans,
so that if we agree with the Orega District policy,

we have a |lot of work to do
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SESSION 7.3
REPAYVENTS BEHIND SCHEDULE - BAD DEBTS
hjective To enable participants to deal nore effectively with
repayments behi nd schedul e or bad debts.
Iine 1 to 2 hours.
Material . Case Study "WII| They Repay?"
sessi wid

The session should be structured as foll ows:

2)

Di st kedibn is required.te the handout to participants in groups and ask themto

carry out the follow ng tasks:

a) Rank the five farmers A, B, C, D and E in order of the

l'i keli hood of their repaying their loans in full
b) Explain why they have ranked the farners in this way.

c) ldentify the nistakes that were nmade when the | oan was

originally granted

d) Decide what should be done now with those | oans where sone

Allow up to 45 mnutes for this. Reconvene the group and ask
group representatives to present their concl usions; a probably
ranking would be "B A DE C'. The |last three are perhaps equally

unlikely to repay. Reasons for this ranking are as foll ows:

- A: This farner's extra incone was worth twice the value of his

|l oan and providing that the society's recovery systemis well

organi sed, and preferably tied to deliveries of produce, the
sum shoul d be repaid.
- B : The amobunt of the loan repaynent is very small in relation

to the scale of the business and there seens no reason why it

shoul d not be repaid. A farmer of this sort is anxious to pre-

serve his credit rating



- C: This farmer has no experience of commercial farning. He
borrowed the noney in cash to pay for |abour which he could
not find. He appears to have borrowed the nbney on the genera
prom se that he woul d produce a surplus, rather than on the
proni se that he would carry out a specific project, and an
alternative use for the cash has arisen. He is unlikely to re-
pay. Wiile the death of his relative could not have been fore-
seen, the | oan should have been nade available in kind and
based on a specific estinate of increased production and sale

of surplus.

- D: This farmer was unable to farmtwo hectares effectively.
It is therefore reasonably certain that he will be even |ess
able to farmfive hectares. H's managenent ability should have
been apprai sed and if possible inproved before any | oan was

grant ed.

- E: This farmer nay feel that he need not repay because of his
political inportance and influence. It is difficult to resist
the request froma farmer of this sort but every possible pres-

sure shoul d be appli ed.

Ask participants to assess the rate of default in agricultural

credit extended through their organisations. Note the figures and
ask participants to calculate the effect of this default rate over
a five year period on a sumof $1,000 available for |ending. Even
using a rate of 10% which is |ower than the default rate exper-
ience in al nost any country, less than $600 is avail able after

five years. The effects of higher rates are even nore di sastrous.

Ask participants to categorise arrears in terns of their causes.
They shoul d be guided to the basic distinction between farnmers who
are willing but unable and those who are unwilling to repay; the
partici pants may produce further sub-categories wthin each of

t hese.

5) Ask participants how arrears in each of the previously identified

categories, should be dealt with. The basic alternatives are

witing off;, rescheduling, or using all social and where necessary

| egal pressure to recover, Participants should consider not only
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the effect of 1oss or recovery of the particular sum of noney, but
the credit rating of this particular borrower in future years and
the credibility of the society as a viable lending institution in
the eyes of other farners. Ask any participants with experience

of a massive inherited backlog of arrears to explain the effect of
this on present repaynent performance. How can a | endi ng orga-

ni sation recover its credibility after several years of default by

borr ower s?
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W | |hE¥ Repa;(’?

The credit departnent manager of ARCU is seriously concerned at the
early signs of arrears which are appearing in the credit portfolio. He
studies brief sumrmaries of five recent |oans and wonders what chances

there are of their being repaid.

M. A farns three hectares, with 0.4 hectares in m xed vegetabl es
and the balance in rice. He has never used fertilizer before this
year, but was persuaded by the local agricultural officer to apply
for a loan through the newy revived farmers society. This was ap-
proved. As a result of using the fertilizer his production in-
creased from 2,000 to 3,000 kilograns of rice, enabling himfor the
first time to sell rice. He received $120 for the 1,000 kil os which
he sold. The total cost of the fertilizer including its transport
and the extra labour involved was $60, which was the amount he bor-

r oned.

M. B farnms twenty hectares, using a tractor which he bought two
years ago. Al nost the whole of his farmis devoted to cotton which
does fairly well in the rather dry conditions of the area. He has a
pl ough, but since he is short of |abour for weeding he applied for a
| oan of $300 to purchase a tractor-nounted cul tivator. Repayment

for this was schedul ed over three years.

M. C has always farnmed at a subsistence |evel, but was encouraged
by the formation of a farmers society to apply for a loan of $100 in
order to produce a sizeable surplus for sale. He received the | oan
whi ch was prinmarily advanced to enable himto pay |abourers to cul-
tivate his vegetables. He has a certain anmbunt of difficulty in
finding suitable workers and at this point one of his close rela-
tives died and M. C was responsible for neeting the funeral ex-

penses.

M. Dused to farmtw hectares of land. He had farnmed this for
many years and his yields per hectare were generally |ower than nost
of his nei ghbours. Even when he tried nodern techni ques such as
fertilizer or inproved seeds his results were disappointing, and his
famly often had to go w thout things which their nei ghbours were

able to afford



Because of a change in famly circunstances he suddenly found him
self with an additional three hectares of |land adjoining his origi-
nal plot. He i mredi ately decided that he should now farmin a nod
ern and successful way. He applied through his | ocal society for a
loan to hire machinery and to purchase fertilizer and nodern im
proved seeds. He was sure that he could neet the repaynents and

make a good profit to inprove the welfare of his famly

M. Eis a promnent politician in his community and al so played an
inmportant role in encouraging local farners to join the new co-
operative society. He spends nmuch of his tine in political activi

ties and in persuading farmers to foll ow the suggestions of CGovern-
ment in the interests of national devel opment. He is well-connected
with inmportant people in the capital city and many peopl e expect
that his political energy will shortly be repaid by a senior ap-
poi ntment. He has borrowed $200 through his |ocal society, of which
he is also a conmttee nenber, in order "generally to inprove his
farn'. Hs farmis noderately well-cultivated at the noment but he

has al ready m ssed one repaynment on the | oan.

Assignnent

Rank the five farmers A, B, C, D and E in order of the |ikelihood

of their repaying their loans in full.
Expl ai n why you have ranked the farmers in this way.

Identify the mistakes that were nade when the [oan was originally

grant ed.

Deci de what shoul d be done now with those | oans where sone action

is required.
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SESSION 8.1
THE MARKETI NG CONCFPT AND THE MARKETI NG M X
hiective: To enable participants to apply the principles of mar-
keting to every aspect of a co-operative union's deal -
ings with outside individuals and organi sations.
Time: 1 to 12 hours.
Material Tape Di al ogue
. i d

Thi s session should be structured as foll ows:

Play the series of tape dialogues all through and ask participants

briefly to consider what was mssing in each case.

Play the tape again, stopping at the end of each dial ogue, and ask
participants to identify the particul ar reasons why the "product”
did not sell. Point out that credit, dairy processing services or
even education and training have to be marketed just as nmuch as

products |ike soap or cigarettes.

If further denonstration is necessary, play the second tape. Ask
partici pants to identify the various functions, in addition to
transport, which have to be carried out between the farnmer and the
consuner. Stress that these functions have been determ ned by the
demands of the market, and that changes in the ownership of the
organi sation perform ng marketing functi ons does not necessarily

reduce their cost.

Stress that marketing invol ves | ooking at products or services
t hrough the eyes of the customer. Al his needs nust be satisfied

and not only his need for the physical product itself.

From t he precedi ng di scussion, list the ingredients of the market-

ing mx and show that the marketing of any product or service de-



pends on the design of an appropriate nmix in relation to the need

of the custoner.

Illustrate the concept of the marketing mx by asking participants
to identify the degree to which each ingredient is present in the
way faniliar products such as toothpaste, cigarettes, cars or

ot her wel | -marketed products are sold.

Ask participants to list the products and services supplied by
their own co-operative unions to nmenbers and custoners. Ask them
to appraise the quality of each product or service. They shoul d
| ook at the "bundl e of benefits" as a whole, and appraise the pro-
duct itself and the values of place, time, information, conven-

i ence, price and service which are associated with it.
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Tape Dialogue - (ne

| have met a nunber of disappointed people recently.
They all seemto have had trouble selling things.

First | talked to a fertilizer manufacturer

"Things don't seemto be going too well, your warehouse

is packed high with fertilizer."

Yes, | can't understand it. |1've got all these sacks
of the finest fertilizer avail abl e anywhere. It's
cheaper than anything el se on the nmarket too, and yet

farnmers round here don't seemto want it.

It certainly looks all right and there doesn't seemto

be anything wong with the sacks it's packed in.

No, nothing at all. It's in the same 50 kil ogram bags
that it arrived in. | suppose these small-scale
farmers around here are just too stupid to buy a good
t hi ng when they see it.

Then | net an agricultural banker

"How are you today? You | ook rather depressed."

Yes, ny snmall-farml ending scheme isn't going at al

wel | .

Maybe your interest rates are too high.

Far fromit. They are lower than the rates offered by
any other bank in the country and we have the funds
avai | abl e. People just don't seemto want to borrow
t he noney.

How can the farners get the | oans?

All they have to do is to come here to our office in

the city, fill out the necessary forns in triplicate



Nar r at or :

Manager :
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and have them notarised by a |lawer, and then they get

the | oan. It only seens a reasonabl e set of precau-

tions to ne.

Then | met the manager of a dairy:

"Hell o, why isn't your dairy operating today?"

The farnmers round here won't deliver their mlk here.
We offer the highest prices in the district and our
quality standards are far from denmandi ng. Yet |'ve

barely received half the amount of milk | need today.

That's a shane. How do the farners get their mlk

here?

Al'l we ask themto do is to deliver it here in tankers
or one hundred litre churns. W keep their account and
pay themregularly at the end of each nonth, what nore

can anyone ask?

Then | met a maize miller:

"Hel | o, is business bad?"

It certainly is, here | have the highest quality corn
meal available in the country, and at the | owest price
but nobody seenms to want to buy it.

Who have you tried to sell it to?

To our shopkeepers | suppose, they are al ways conpl ai n-
ing about shortages. Here it is in 50 kilograns gunny
bags, waiting in our warehouse for themto bring the
noney and take away the neal. But nobody's been today
so far at all.

Then | met a tractor sal esman:

"How are your new inported tractors goi ng?"
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Not at all well I'"'mafraid. | can't understand it, |
suppose our product is just too advanced for farmers

her e.

They are certainly very good tractors, | believe.

They certainly are, sonme of the best in the world, and

extremely durable as well.

How about the price?

We reckon that our tractors are a third | ess expensive
than any sim | ar machi ne anywhere, but people stil

don't seemto want to buy them

W1l they stand up to our conditions really?

O course they will, and we can have spare parts flown
out fromPoland in two or three days if anybody needs
t hem They just have to wite to our office and we can

order themright away.

Finally I net a research botanist fromthe Government

Agricultural Research Station

"You don't | ook too cheerful and yet | thought you told
me that you had devel oped a new mracle high-yielding

vari ety of nmize."

I ndeed | have, and our tests here at the research sta-
tion prove that it can inprove yields by up to 20%
with a m ni num anount of extra fertilizer or other in-

put s.

What's the trouble then?

Vell, nobody seens interested in growi ng the new
variety. | have several bags of seed here from our
testing progranme, but nobody is showi ng any interest

and | think | shall have to nove on to another project.



Nar r at or :

Touri st:

Far mer:

Touri st:

Far mer:

Touri st :

Far mer :

Touri st :

Far ner:

Touri st :

Far mer:

Session 8 1
Sheet 4

Tape Dialogue - Two

A tourist from Europe was wal ki ng through a farm ng
district of a tropical country and noticed a snal

pi neappl e plantation with its owner working init.

Good afternoon, those are fine pineapples.

Thank you very nmuch. Wbuld you like to eat one?

Wiy, | should love to, but you nust not pull one up

just for nme. They are worth a | ot of nobney.

| wish they were, | sonetimes wonder whether it's worth

growi ng them at all

(Sound of farner cutting the pineapple and of the tour-

ist chewing it.)

Mm this is delicious. It's fresher and even sweeter
than they are when they get to ny home in Europe, and

we have to pay at |east $2 for one pineapple.

What! $2? What do you think |I get paid for then®

Well, | suppose they have to be airfreighted and that
costs quite alot. In fact, nm let ne see at today's
airfreight rates that would cost about 50 cents to

ship. Yes, | suppose you get $1.50.

I wish | did! If I get 15 cents |I'mvery | ucky.

But that's terrible. |'mpaying $2 and it's too nuch;
you're getting 15 cents and that's too little. Surely

sonebody is making a fortune out of both of us.

Yes, it's the old story of the m ddl eman. The farner
suffers on the one hand, and the consuner suffers on

the other. The middleman sits in the middle and gets

fat for doing not hing.



Touri st: Well, at least we can cut out the mddl eman in our case
now t hat we have net. Wenever | want a pineapple |I'lI

just let you know.

Far mer : Yes, you just do that and I'Il get it to you sonehow
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SESSION 8 2
CHANNEL SELECTI ON AND THE PROMOTI ONAL M X
hjective: To enabl e participants to devise an appropriate m x of
products, price, information and distribution in order
to satisfy the needs of nenbers, custoners or any other
group
Tine 3 to 4 hours.
Material Case Study "The Cattle Spray".
Cess) i de

Partici pants, in groups, should be asked to study the problemin sone

detail and to nake specific proposals.

By this stage in the programme participants should be famliar with the
need to nake a professional and detail ed presentation. This problem

gives an opportunity for definite, quantified proposals for action, and
partici pants shoul d be discouraged from general statenents of intent
and approach whi ch are not backed by specific suggestions as to what is

to be done.

Suggested structure for the session

The case study is conplex and nmany factors have to be taken into con-
sideration at the sane tine before a decision can be nade. It may
therefore be useful to discuss with the participants, before they break
up in groups, a working nethod which will facilitate the decision-

maki ng required in questions 2 and 3. Such a working method coul d be

Step |I: Extract for each question the relevant data given in the case
st udy. D fferent nmenbers in each group can concentrate on

different questions in order to save tine.

Step Il: G oup, order and systematise the extracted data as nuch as
possi bl e according to the information they give with regard

to:


ana


t he PRODUCTS and their

- their DI STRI BUTION (Question 2)

their

(Question 3)

EXAMPLE

PROMOTI ON,

PRI CE (Question 2)

in this case infornmation and publicity

PRODUCT

MIN.QUANT.

DELIVERY

GUARANTEE

PACKAGING

Sprayers

- Type 1
- Type 2

Chemicals

-  Drums
- Sachet

.....

-----

POSSIBLE
DISTRIBUTION
CHANNELS

PRODUCT

ARCU FARM

SUPPLIES
DEPOT

COo-0P
SOCIETIES

PRIVATE
TRADE

etc.

Sprayers
Type 1

etc.

POSSIBLE
PROMOTION
CHANNELS

PRODUCT

LINKED WITH
DISTRIBUTION CHANNELS

NOT LINKED WITH

DISTRIBUTION CHANNELS

ARCU

etc.

Extension
Officer

.00 €LcC.

Sprayers
Type 1

etc.

“e 0

Step IIIL:

Decision-making.

es o0 00 e o
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The Cattle Spray

The ARCU creanery and neat processing projects have encouraged | arge
nunbers of farmers to purchase inproved cattle for neat and dairy pro-
duction. There had been little previous experience with cattle of this
type in Al pha Region. The first farnmers to have the inproved cattle
farned in the higher parts of the region, and their experience sug-
gested that hybrids of the type introduced would be resistant to in-
sect - borne di seases, without frequent spraying, dipping or other treat-
nment. As the inproved breeds were adopted by farnmers in | ower areas,
however, and as the nunber of such cattle increased, reports began to

cone in of unexplained fatalities.

The M nistry of Agriculture staff were overworked because so many
farnmers in Al pha Region were interested in new techni ques, but they
concl uded after sone investigation that the farnmers' earlier optimsm
was unjustified. Every inproved cow woul d have to be di pped or sprayed
twice a week, throughout the year, in order to avoid tick-borne

di seases.

A few larger farnmers, and one or two farmers societies whose nenbers
were concentrated in a small area, constructed cattle dips. The vast
majority of farners had too few cattle, or lived too far from one
another, to justify either their own or a communal dip. They were

therefore forced to rely on spraying

This was in many ways nore difficult. The spray had to be m xed in ex-
actly the right proportions, with clean water. If it was too weak, it
woul d not function and if it was too strong it would be too expensive,
and would also irritate the animals' skins causing themto | ose condi -
tion. It was vital to spray regularly twice a week and to pay parti-

cular attention to critically vulnerable parts of the animal's body.

Many farnmers in the region who had inproved cattle were still unaware
of the danger of disease. Others had |ost animals, or had heard of

other farmers' |osses, but had no idea of the cause or possible reme-
dies, while a substantial mnority were aware of the need for dipping

or spraying and were anxious to make use of whatever renedy they coul d.



Between five and ten thousand farnmers were believed to have started
rai sing i nproved cattle and each of these farners had two or three
cattle. The exact figures were not known because many had acted inde-

pendently of co-operative societies, buying cattle either fromtheir

nei ghbours or from independent deal ers.

The agricultural extension staff were doing their best to inform
farners of the need for spraying, and to introduce themto proper
met hods of doing it, but two officers had to cover the whole of the
maj or cattle raising area, and each of them could contact only about

five farmers a day.

The nmanager of the farms supply depot of ARCU thus found hinmself in the
position of having to deal with the problem Since farners had adopted
the new breeds of cattle in response to ARCU s initiative, the Mnistry
and others felt that ARCU should undertake the task of providing

farmers with a renedy for the diseases which affected the cattle

The farmers supply departnment already sold chenicals for the few di ps
in the region, but no sprayers or chenical suitable for spraying were
st ocked. The manager of the departnment was told by the general nanager
to draw up a plan as soon as possible. This was to include not only
the purchase of the necessary equi prent and chemicals, but also a pro-
gramre for ensuring that every farmer in the regi on who had i nproved

cattle was informed of the danger and of howto avoid it.

An i mmedi at e advance of $35,000 was to be made avail abl e by the co-
operative bank to finance the necessary purchases. This was intended

as a working capital advance rather than as funds to be on lent in kind
to farmers, since the authorities believed that spraying equi prent and
materials did not qualify for credit in the sane way as seasonal inputs

or larger and nore expensive equi pnent.

The general manager asked the farns supplies manager to suggest how
this nmoney should be spent, what quantities of what products should be
bought, what prices should be charged and what neans shoul d be used to
i nform and persuade farnmers to spray their cattle. He was al so asked
to indicate, if necessary, what further suns m ght be necessary |later

in the year, and for what purpose.
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The farns supply departnent nanager had al ready asked for quotations

for

supplies of the necessary equi pment and chemi cal s. He studied the

mat eri al he had received

2)

3)

4)

Solid brass sprayers, froma conpany whose products had | ong been
sold in the region, and for which spare parts were fully avail -
abl e. Packed in individual cartons with clear instructions for
use. | mredi ate delivery, guaranteed for 12 nonths and sold and
serviced by a firmof inporters with effective field representation
in Al pha Region. Cost $40 each, delivered in mninmmquantities of

20 sprayers

Pl ated steel sprayers, inported in bulk, packed in cases of 20 and
i ndi vi dual 'y wrapped in cardboard. Tested and decl ared sati sf ac-
tory by the Mnistry of Agriculture. | nmrediate delivery, guaran
teed for six nonths, each case to include a selection of washers
and ot her generally needed spares. No | ocal representation. Cost

$20 each, delivered free in mninmumdrops of 40 sprayers.

Cheni cal for spraying, in 20 litre druns to be dissolved in 20
times its own volune of water, sufficient for approximtely four
hundred animals for one spraying, or four animals for a year at
twi ce a week. | mredi ate delivery, instructions witten on each
drum cost $50 per drumdelivered to the central warehouse in mni-
mum | ots of ten druns. Discount of 10% for orders of 20 druns or

nore.

Chem cal for spraying, in individual sachets of 0.1 litre, to be
dissolved in 2 litres of water, suitable for one spraying for two
ani mal s. Clear witten and graphically illustrated instructions
printed on each sachet; posters, display cards and bookl ets pro-
vided with each carton of one hundred sachets. Local representa-

tive willing to spend a week to introduce the chemical to depots
and societies on the basis of an initial order for one hundred car-
tons of one hundred sachets each, and on the understandi ng that no
ot her brand woul d be bought for one season at |east. |medi ate de-
livery. Price per carton of one hundred sachets $50, delivered

free in mninumdrops of ten cartons



Every manufacturer offered i medi ate delivery, but they were hard
pressed by demands from other regions as well as Al pha. They had
therefore requested that any initial order should be acconpanied by a

letter of intent covering demand for the forthcom ng 12 nonths.

There were at this tinme ten active societies in the Union, and it was
esti mated that about 50% of the farnmers who raised cattle were nenbers
of one society or another. The other farmers sometines bought supplies
fromtheir neighbouring societies, or fromfarmers who were nenbers,
but they usually relied on private traders. Active society nenbers

al so bought a proportion of their requirements through non-co-operative

outlets.

A few traders stocked the sachet brand of chemical, but because of the
success of the Arcu farm supply departnent these traders were generally
losing interest in agricultural products and concentrating on clothing
food, househol d goods, nedicine and hardware. They, |ike ARCU, were
free to set whatever retail price they chose for their goods. Since

t hese traders bought nost of their goods in small quantities from
whol esal ers, who paid sinilar prices to those offered to ARCU, goods
sol d through such retailers often cost nearly double the price paid by
t he whol esal er. ArRcu attenpted to mininmise its margins, and usually
mar ked up goods of this sort by 10% The societies would often add up

to 20% nore for their own retailing function

The societies, and ARcu, normally relied on Mnistry staff to contact
farners on their farnms and to i nformthem about new farm ng practices.
They used denonstration plots to pronote seed varieties, and they al so
used the regional farmtraining centre for short two or three day sem -
nars to introduce nmajor innovations to the |leading farnmers of the re-
gion. Leaflets and other witten material could be distributed through
the ten societies, but only the npost active nenbers called at the of-
fices, or had any contact with societies' officers, nore than two or

three tines a year.

Posters coul d be displayed at societies' premises and on vehicles, at
sonme expense, but little information could be conveyed in this way, and
only a small proportion of the region's farners would see, or could

read, posters of this sort.
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Clearly the physical product decision had to be nmade in conjunction

with the choice of diffusion stategy. What net hod shoul d be used to

promote and distribute what products to whon?

Assi gnnent

What shoul d be the objective of the ARCU farm supply departnment in

their situation?

What products shoul d be bought, in what quantities and when, and

for what prices should they be sold, and through what channel s?

What neans shoul d be used to i nform prospective purchasers about

the products that were offered to then?

How wi | | ARCU be able to eval uate the success of the canpaign so

suggest ed?
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hjiective To enable participants to present and defend narketing

proposals and to put over relatively conplex and speci -

fic proposals briefly and clearly.

Iine 2 to 3 hours.
Material "The Cattle Spray", 8.2 and such presentation materia
as participants may require.
. i d

Suggested Structure of the Sessiaon

Ask each group to present its conclusions briefly and concisely.
Allow up to ten mnutes for each group to do this, and allow a

further five mnutes for specific questions and objectives.

After all groups have nade their presentations, and have deal t
with i nmedi ate questions and objectives, invite general discussion
on the respective nerits of the various proposals, whether on the
basis of their internal consistency or their overall approach. As

with all marketing problenms, there are no right or wong answers

to this. One possible set of proposals. mght be as foll ows:

hiective - Short Term

To distribute at |east one thousand sprayers, conplete with mni-
mum suppl i es of chemical, to society nenbers, and to have sold at
| east one hundred further sprayers as a nucl eus of group spraying

activities.

(hiective - Mediumto long Term
To ensure that every farmer in Al pha Regi on who rai ses inproved

cattle either has access to a dip, owns and uses a sprayer or is a

menber of a small group which shares the use of a sprayer



Proposal
Product

ARCU shoul d purchase:

1, 000 sprayers @ $20 20, 000
200 cartons each of 100 chemical sachets 10, 000
100 sprayers @ $40 4, 000

20 fifty litre drunms of chemical net 200
Tot al 34,900

ARCU shoul d offer a "package" of one $20 sprayer together with ten
sachets of chemical and should al so pronpte the nore expensive
sprayer, together with chential in sachets, as a basis for snal

groups of five or ten farners who have very small nunbers of
cattle.

D bution

ARCU shoul d ensure that all menber societies in cattle rearing
districts take stocks of the sprayer /chem cal packages and that
they bring themto the attention of their nenbers through every
possi bl e neans.  ARCU shoul d al so vigorously encourage the private
traders to stock sachets of chemical. The manufacturer of this
chem cal shoul d be encouraged to pronote his product through the
private sector even if this appears to be in conpetition with
ARCU

Pronotion:

The npst wi despread pronotion can be obtained through private
traders, and for this reason their co-operation should be invited
in every way, and the ARCU price for the sachets (see bel ow)
shoul d not undercut that available fromthe private traders. The
manuf act urer of the chemi cal should be encouraged to provide pro-

noti onal nmaterial and to ensure that it was used by all private

traders in the region

Menber societies should also pronpote the sprayer packages through
any nailings to nmenbers, posters, notices on vehicles and personal

informati on at every possible contact.
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Pricing:

The | ow cost package: Sprayer  $20 cost. Chemi cal $5 cost.
ARCU shoul d forego its margin on these
and with the nornal primary society

margin the final price should be $30.

The hi gher cost set: ARCU shoul d again forego its margin so
that the final price should be $55.

Sachet chemi cal : In order not to undercut private traders
ARCU should add a 60% nargin, selling the
chem cal for 80 cents. Menber societies
will then sell it for $1 which is the
sane price as that likely to be charged

by private traders.

Bul k chemical : This should be sold at the norm

mar gi ns.

It nmay be possible to deduct the cost of sprayer kits from
farmers' receipts at the dairy or abattoir. This possibility

shoul d be investi gated.

Euture Devel gpnents:
ARCU shoul d i nvestigate | ocal packing of bulk chem cal and shoul d

stock spares and provide service for the | ower cost sprayers.
ARCU shoul d give a letter of intent for two hundred nore $40

sprayers, two thousand nore cheap sprayers and one hundred nore

cartons of sachets.

Evaluation

After one nonth, one thousand sprayer and chenical packages shoul d
have been sol d. Stocks at primary society level, and if possible
al so stocks of chemical in the private shops, should be assessed
in order to ensure that they are noving into the hands of farners

and are being used.

Points to be stressed during discussion and exenplified in this

possi bl e sol ution



It is inmportant that detailed calculations of prices, cover-
age, usage and so should be correctly and carefully carried
out as a basis for planning. This does not require sophisti-

cated mathematics, but merely care and accuracy.

For some purposes the higher priced product may be the better

product even if physically it is identical to a cheaper one.

Conveni ent packagi ng,, information and pronotion are sonething which.

people are willing to pay for and nay be their interest.

Co- operative organi sations should co-ordinate their activities
with the private sector, and in particular with retail traders
whose coverage in terns of nunbers of outlets, opening hours
and | ocal know edge and flexibility are bound to be superior

to anything that can be achi eved by co-operatives al one.

Custoners shoul d be segnmented not only according to their pro-
duct need but according to the degree of their know edge about
it, their incone and the degree to which they are likely to

make an effort in order to obtain the product
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SESSION 8.4
THE PRI Cl NG GAVE
(hjective: 1) To enable: participants to calculate costs and set
prices for a situation where there are both fixed
and vari abl e costs.
2) To enable participants to respond to the realities
of a conpetitive marketing situation.
Tine: 2 to 3 hours.
Material "The Cotton Conpetition", Carbon Paper.
: . i de-:
1) Issue all participants with a copy of the background brief and ex-

plain the structure and objectives of the session

Appoi nt four individual participants as textile nmillers (the
buyers); gi ve them nanes or |abels and ensure that the whole

group is aware of these.

Di vide the renmaining participants into three groups, each of which

is to represent one co-operative union ginnery. These shoul d be

naned and | abel | ed.

| ssue each co-operative union group with a copy of the union
bri ef.

Wiile the "three unions are studying their briefs, privately, each

textile mller should be issued with a copy of the mller's brief.

Ensure that the buyers, and the sellers, are |located in separate

roons or at |east at distant corners of the sane room so that they

cannot overhear each other's deliberations.

The textile' mllers should start the ganme by issuing requests for

gquotations to all or any of the sellers. These and all subse



10)

11)

12)

quent nessages should be conveyed by the instructor and there
shoul d be no nmovenent between the groups or conmunication by word

of nout h.

Circulate anong the mllers and uni ons, conveying nessages as re-
quired. Ensure by checking these that gross nistakes are not
bei ng made, that no mller purchases nore than 250 bal es and that
no union sells nore than 400 bales. Stress to all concerned that

the transactions are not conplete until the order has been placed

and accepted.

Allow the fl ow communi cati on and transactions to conti nue unti

all the textile mlls have satisfied their requirements.

I nstruct each union to calculate its profit or |oss statenent as
soon as it has sold all its production or the game cones to a

cl ose.

Reconvene the conplete group and wite the three union profit-
ability statenents on the bl ackboard, as well as the textile
mlls' performance. Point out that the demand for 1,000 bal es was
| ess than the possible supply of 1,250 bales and ask each group in
turn to describe their strategy and to attenpt to explain their

success or failure.

Sunmari se the experience and bring out any of the inportant points

whi ch did not cone up in the discussion of results.

Major Issues to be Covered:

Rapi d, accurate and cl ear communications are a sinple but essen-

tial element of successful narketing.

Group decision naking nay lead to sl ow and erroneous deci sions.
Clear allocation of responsibilities anong the group can facilit-

ate rapid and effective decisi on-nmaki ng.

Excessively high prices may | ead to unused capacity. Excessively

low prices will lead to rapid but unprofitable business. The cor-

rect policiy lies in a well-judged conprom se.
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Processors nust be famliar with their costs in order to be able

to react rapidly to requests for prices.

Busi ness whi ch covers variable costs and even a snmall el enent of
fixed cost is better than no business at all. The objective
should be to nmaxim se the contribution in excess of fixed costs,

and not necessarily to sell products at sone notional |evel of

"full cost" which depends on an assunption of volune to be used

Pri ce depends on cost which depends on vol une whi ch depends on
price. This is the vicious circle of marketing and the dil enmm
cannot be solved purely by cal cul ations or application of rules.

It requires judgenent.
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The cotton and lint marketing board had broken down through a conbi na-
tion of m smanagenment, nisjudgenment and corruption. As a result the

three co-operative unions which nmarketed cotton, and the four textile
mlls which use it, are faced with a conpetitive buying and selling
situation. Each uni on nust conpete for the avail abl e business with the
others, and the mlls nmust all attenpt to obtain the supplies they need
at the | owest possible cost. The co-operative unions and the textile

mlls are prohibited fromexporting or inporting cotton, since the in-
ternational quota has been taken up by ol der established growers.
There are thus no alternative custonmers for the unions, and no ot her
supplier for the mills. Cotton is dealt with in SO kil ogram bal es, and

the suppliers are responsible for costs of delivery to the custoners.
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I ef

You are responsible for marketing cotton produced by your union gin-
nery. In the new conpetitive situation all you know is that the likely
price level per bale will lie sonewhere between $25 and $45, and that
your maxi mum capacity for the period of the gane is 400 bal es. Your

production, selling and distribution costs are as foll ows:

Production Costs
-  Fixed cost of ginnery, nachinery and adni ni strati on and | abour =

$2, 000.

- Variable cost of cotton purchased fromfarners = $15 per bale.

Selling Costs

-  Fixed cost of sales office = $400.

- Variable cost of comission to buyers = $4 per unit.

Delivery Costs (determined by size of each order)

Quantity Total Cost Delivery Cost Per Unit
50 bal es $ 500 $ 10

100 bal es $ 900 $ 9

150 bal es $ 1,200 $ 8

200 bal es $ 1,400 $ 7

250 bal es $ 1,500 $ 6

300 bal es $ 1,650 $ 5.50

350 bal es $ 1,750 $ 5

400 bal es $ 1,850 $ 4.62

You nmust quote in response to inquiries received fromthe mlls on the
basis of your costs including delivery to the mll. The cost of de-
livery is the same for each m |l and the Union which nmakes the biggest

surplus wins the conpetition

You may only communi cate with the four buyers in witing and every com

muni cation nust state clearly:



The nane of your Union.
The nane of the mll to which it is addressed.

Conplete information as to the offer your are making.

It is inportant that you shoul d keep conplete records of all conmunica-

tions you send as well as those you receive in order to avoid confu-

si on.
The sequence of operations is as foll ows:

1) MIls send inquiries to Unions.

2) Unions quote (or refuse).

3) MIls order.

4) Uni ons accept order (or refuse them.

No order is conplete until this sequence has been foll owed through, and
the sequence is repeated until either all the buyers are satisfied or

all the Unions are sold out of their capacity.
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The Cotton Conpetition : Textile MI| Brief

Your job is to buy 250 bales of cotton at the best possible price. You
may not be able to get all the supplies you want from one union only,
and you can conmmunicate with the four unions at any tine to invite in-
quiries, place orders, expedite inquiries or negotiate prices. You
must do this in witing and all your comunications nmust indicate:

1)  Your own nane.

2) The nane of the Union to which it is addressed

3) Conplete details of what you wish to communicate.

It is inportant to retain copies of all comrunications you send out as

wel | as those you receive.

The sequence of the gane is as foll ows:

1) Buyers send inquiries.

2) Unions quote (or refuse).

3) Buyers place orders.

4) Unions accept these (or refuse).

No order is conplete until this sequence has been conpleted and the se-

quence is repeated until either all buyers are satisfied or all unions

are sold out.

Al'l quotations will be nmade on the basis of including the cost of de-

livery to your mll.
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SESSION 8§ 5
EXPORT MARKFTI NG
hjective: To enabl e participants to apprai se export narketing op-
portunities, to relate foreign narket demands to pro-
ducer needs and capacity and to identify the particul ar
probl ems and requirements of foreign markets.
Tine: 3 to 4 hours.
Material Case Study "The Frozen Chickens".
Session Qi de

This problemis sinmlar to that of the cattle spray, but involves

mar keting the products of society nenmbers to foreign consuners.

Al t hough nost co-operative unions nmarket their nenber societies' pro-
ducts abroad, and at home, through nmarketing boards, agents or other
internediaries, it is inportant that they should be fanmiliar with the
need to take account of the market's requirenments, and in particular

with the nature of export marketing problens.

Partici pants should be asked to consider the problem of the frozen
chickens in groups, just as they considered the problemof the cattle

spray on the previous day.
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The Frozen Chickens

One of the few successful agro-industries in Al pha Region before the
establ i shnent of ARCU was a nedi um si zed chi cken processing factory.
Thi s has been owned and operated by the |ocal subsidiary of a nmulti-
nati onal conpany. Sone of the chickens were grown in a conpany-owned
pilot plant, but the najority were provided by about 20 i ndependent
farnmers who had been assisted by the processing conpany in their ini-

tial stages.

The conpl ete operation worked very snoothly and efficiently. About two
hundred tons of frozen chickens were produced every year. About 50
tons of these were sold to |local supernarkets in the capital city,

whil e the bal ance was sold to export nmarkets through affiliates of the
mul ti-national conpany.

This conpany al so owned other plantation and nanufacturing enterprises
in the country, and during the second year of ARCU s existence the
Governnment found it necessary, for a variety of reasons unconnected
with the chicken processing plant, to expropriate this conpany's prop-
erties. Di scussions proceeded as to the appropriate |evel of conpensa-
tion, but the Governnent nmeanwhile took possession of the conpany's as-
sets and integrated the bulk of themw th other state-owned enter-

prises.

The chicken unit did not fit into any existing governnent-controll ed
activities, however, and the departnent of co-operatives was asked to
pronote the formation of a chicken growers society which could take
over the unit. This task was naturally handed to ARCU. Not only had a
new form of ownership to be established, but in addition the unit had

to be managed and its production to be market ed.

Fortunately the managenent of the operation itself presented no pro-
blem since the manager who had previ ously been enpl oyed by the foreign
conpany was willing to remain, and ARCU tenporarily took over financi al
responsibility for the unit, pending transfer of the ownership to a co-

operative.

The nost i rmmedi ate problem however, was to establish a narket for the
frozen chi ckens produced by the unit. The nulti-national conpany woul d
soon obtain its chickens fromel sewhere, and it was estimated that

within 12 nonths all export sales, that is about 75% of total sales,



woul d have ceased unl ess new markets coul d be obtai ned. The 50 tons
sold to the local market were unlikely to be increased, since very few
shops had the necessary freezer cabinets and very few consumers had the
money or interest to buy frozen chickens. Chi ckens were sold live at
| ocal markets, and only foreigners and a very few |l ocal people were

willing to pay nore for what to nost people appeared an inferior prod-

uct .

The | ocal buyers paid $2.00 per kilo for their supplies, which they
col l ected thensel ves fromthe processing unit. The previous owner had
priced all exports at $1.60 per kilo f.o.b. but this was believed to be
an artificially low transfer price to avoid taxation. The mar gi nal
cost of operation which was mainly the cost of the chickens, was $1.20
per kilo. Anyt hing over this price contributed to fixed overheads, and

at the 200 ton annual throughput these ampbunted to a total of $20, 000.

The farnmers who rai sed the chickens were already beginning to | ose con-
fidence. They were becom ng doubtful about the future to their own
chicken farnms since the variety of bird they rai sed was of no interest
to the I ocal market. They were thus unwilling to invest in a co-opera -
tive to take over the processing unit, and it was vital to find alter-
native export markets quickly both to ensure the continued viability of
the unit and to prevent the farmers fromlosing interest and thus de-

priving the unit both of its source of supply and its future owners.

The general manager of ARCU asked the marketing manager to deal with
this as a matter of urgency. He was to take the necessary steps to re-

pl ace the | ost annual demand of 150 tons.

The marketing nmanager contacted the export pronotion secretariat of the
M nistry of Trade, and after sone weeks he received a conpl ete dossier
of information relating to overall demand, channels of distribution,
prices and so on. Thi s had been obtai ned through the national trade
representatives |l ocated in foreign nmarkets, and the critical infor-

mati on was summarised in a paper, which is appended to this report.

The marketing nanager had to deci de what shoul d be his eventual objec-
tives, which markets he should choose and what inmedi ate steps he

shoul d take
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Erozen Chickens

chi cken freezing unit.

Present Demand

The followi ng countries are the only significant

future markets for

mar ket s for

3

t he product of the ARCU

frozen

chi ckens where there are no insuperable quota or quality restrictions

and where suitable economic transport facilities are avail able

Value Of Total Imports Of
GNP Frozen Chickens 1978
Country {Population|Per Head Tonnage
1975 1976 1977 1978
A 10 w. $ 1,800 | $ 32 m., |$ 35 m. $ 38 m, {$ 40 m. 20,000
B 5 m. $ 5,000 N1l $ 0.5w| $ 1w |$ 1.25 m. 500
C 25 . $ 800 | $15m |$13 m. $13 m. |$11.25 w.{ 5,000

The marketing situation in the three countries can be sunmari sed as

fol | ows:
Country 1978 Iwports 1978 Local Production Total
A 20,000 tons 10,000 tons 30,000 tons
B 500 tons Nit 500 tons
C 5,000 tons 20,000 tons 25,000 tons




Country

Major Users

Marketing Channels

Promotional Medii

Food packers,
hotels, domestic
users.

Direct contracts,
grocery chains and
independent whole-

Radio, televi-
sion, press and
trade exhibi-

salers and re- tions.
tailers.
P
Hotels and small
domestic trade Direct contracts. Press.

Hotels and domestic
users

Independent distri-
butors and re-

Radio and some
press.

tailers.

In addition to this general information our representatives in the

three countries identified the follow ng specific opportunities:

Country A

A |l arge well

120 tons,

establ i shed food packing firmis willing to contract for
to be delivered in nonthly consignnents of 10 tons each,

t hr oughout 1980, dependi ng on favourabl e anal ysis of sanples. The

price to be $1.30 per kilo, ex cold store in Alpha District. A

supermarket chain is willing to place a trial order for 5 tons, for

delivery as soon as possible, price to be $1.60 per kilo free on board

our port. If consuner reception is satisfactory, nonthly offtake of

5 tons can be expected thereafter.

Country B

A hotel group is willing to order one ton for imredi ate delivery, price
$2.50 per kilo delivered to their prem ses by air, regular orders of
this size my be expected quarterly thereafter if the initial

experience is satisfactory.
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Country C

Consul tants suggest that inports to this market will expand rapidly in
1980 because of growing |ocal |abour costs and the increased profits
avail able on other farmenterprises in the country. A price |evel

equi val ent to $2.50 per kilo free on board our port could be obtained
by an exporter who successfully developed appropriate marketing
channel s and a favourabl e consunmer image for the product. Dermand coul d
be expected to reach 15 to 20 tons per nonth within one to two years.
This consultant would be willing to undertake further research into the

mar ket and to assist with the initial marketing process, for a fee of
$20, 000.

Iransport

Transport costs and tines in suitable freezer containers for all three

markets are simlar, the approximte |evels being as foll ows:

Met hod Cost Transit Tine
Sea 25 cents a kilo 1 nonth
Al r 50 cents a kilo 24 hours

These figures include 10 ¢ kg for refrigerated transport from Al pha Re-

gion to our port.

Assi gnnent

1)  What should be the objective of the ARCU frozen chicken unit in the
short and the long tern?

2)  To which of the foreign markets about which they have information

shoul d ARCU devote its particular attention?

3) What steps should the ARCU take to narket the products of the
frozen chicken unit, and when should ARCU t ake then?
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SESSION 8. 6
PRESENTATI ON AND DI SCUSSI ON OF AN EXPORT MARKETI NG PROPCSAL
(hjective: To enable participants to anal yse export marketing pro-

blens, to identify possible alternatives and to appraise

t hem and neke, present and defend appropriate sol utions.

Tine 3 to 4 hours.
Materjial : "The Frozen Chickens", 8.5 and partici pants' recomend-
ations

Session Gii de:

The session should be structured in a simlar way to 8.3 and it is im
portant that participants should appreciate the need for a simlar ap-
proach to nmarketing, both to menbers through their societies and to
customers through appropriate marketing channels. Sinilarly the need

to "market" ideas, techniques and innovations to nenbers should not be
negl ect ed. In this particular case, success depends not only on for-
ei gn demand but al so on persuadi ng nenbers to continue and possibly to

increase their production of |ive chickens.

The session may be structured as foll ows:

1) Invite groups to present and defend their proposals.

2) \When all the proposals have been presented and briefly discussed,
| ead general discussion on this problemand on the problens and
opportunities of marketing abroad, together with their inplica-

tions for producer organisations.

Points to be enphasised include the foll ow ng:

- Union managers shoul d have sone understanding of terns of shi p-
ment, f.o.b., c.i.f. and soon, and possibly also of the inpli-

cations of export trade payment ternmns.



Uni on nanagenent shoul d be aware of the v arious ways of conmmu-

nicating with export markets, and in particular of the services

of fered.-by-their country's export pronotion organisation and
trade representati ves abroad.

The vast nmjority of export nmarketing problens arise not from a
| ack of demand' but' from poor quality, unreliable delivery or

ot her inadequaci es of the supplier. Therefore the producer

and not the agent or other marketing internediary, has the

maj or responsibility for successful export narketing.

It is inmportant to be highly selective when dealing with export
mar kets. The effective denmand fromany one is likely to be
nmore than enough for a given group of producers, and it is
vital to identify a small nunber of narkets and to pronote and
mar ket to these effectively rather than to spread what nust by
its nature be a very thin marketing effort over a vast nunber

of markets.

3) As with the cattle spray, there is no right answer but the follow

i ng proposal may be a useful exanple:

hjective - Short Term

To mai ntain two hundred tons per annumthroughput at a price which

will cover the cost of the processing unit.

hjective - longer Term

To increase denand at the sane time as devel opi ng nore substantia
supplies and if possible, to increase the surplus earned by the

unit.

Pr oposal s:
- Accept supermarket order fromcountry A for 5 tons at $1.50 per

kilo ex store.

- Send sanples to, and vigorously follow up 120 ton contract from

food packipg firmin: country A at $1.30 per kilo ex; store

Accept one ton order from hotel group in country B at $2.00 per

kilo ex store


ana
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- Make further investigations into potential in nmarket C, and
into bona fides of proposed consultant, particularly because
demand in this market appears to be declining and unlikely to
build to the I evel suggested, particularly at the very high

price |l evels which are nentioned.

Pronotion
The 4 ton order fromthe hotel group in country B has resulted in

a $2,800 "windfall profit". It may be reasonable to spend this on

a visit to countries A and B and possibly C, and/or on a limted
pronoti onal canpaign to acconpany or follow such a visit, with the
gui dance of national trade representatives in the respective

countri es.

Future Prospects:

Every attenpt should be made to devel op a nunber of preferably
fairly small custonmers in countries A and B and C possibly, in
order to avoid reliance on one or two |arge ones who may stop pur-
chasing for a small price advantage el sewhere. ARCU shoul d prob-
ably not attenpt to establish a brand in any particul ar market
since this is expensive, and although it mght ultimtely result
in higher profits the objective is not so nuch to nake noney for
the processing unit as to guarantee throughput for farmers. Every
attenpt shoul d be nmade to devel op future suppliers, and if this
results in surplus production of chickens these should be sold off
at low prices, preferably in markets other than A and B which have

been chosen for prime concentration



topic

appraisal of projects

é \
Session 9.1: Project Appraisals: Why and How ?
Session 9.2: Project Appraisal Exercises
Session 9.3: Discussion of Project Appraisal Exercises

. J
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SESSION 9.1

PRAQIECT APPRAI SAIS:  WHY AND HOW

(hjective: To enable participants to identify factors which are
critical in selecting investnment projects and to apply
si npl e techni ques of project appraisal with due under-
standi ng of their shortconi ngs.

Ti me: 3 to 4 hours.

Material "Wi ch Proposal ?", 9.1. Di scount Tabl es; taken from
Gttinger, Economic Analysis of Agricultural Projects
publ i shed by the John Hopkins University Press for the
World Bank in 1972.

E . i d

Suggest ed structure of session:

1)

Ask participants to give exanples of personal and official deci-
sions which have faced them where they nust choose between a num
ber of purchases which cost the sane anobunt of nobney but give dif-

ferent benefits; how are such deci si ons nade?

Show that information on the costs and the penefits must be avail -
abl e before a decision can be nade. Elicit the point that an in-
vestnent nust "pay for itself", that is the benefits nust at |east

equal the costs.

By the use of sinple exanmples, |lead participants to appreciate the
fact that a technique is needed to take account of the timng of

returns froman investnent.

These stages may be summari sed as foll ows:

a) What is required of projects is that they should pay for them

sel ves.



6)

b) Conpare: Project A: - 100 today + 1 per annum for 100 years.
Project B: - 100 today + 100 in year 1.

Account nust be taken of the tine a project takes to

pay for itself.

c) Conpare: Project C. - 100 today + 10 in year 1 + 10 in year 2
+ 80 in year 3.

Project D. - 100 today + 80 in year 1 + 10 in year 2
+ 10 in year 3.

Account mnust be taken of timing of return within pay
back peri od.

d) Conpare: Project E: - 100 today + 50 in year 1 + 50 in year 2
+ 50 per annum for ever.

Project F: - 100 today + 50 in year 1 + 50 in year 2.

Account nust be taken of the return after a project

has "paid for itself"

Show that the timng of benefits is inportant, by asking partici-
pants whet her they would prefer $1 today or $1 tonorrow, or $...

a year from now. The preference for inmediate benefits results
froma desire to avoid risk, to avoid inflation and the ability to

use the noney, or enjoy the benefits, if you have it now.

Hol d an "auction" by asking each participant to wite down how
much he will pay today for $100 to be received in one year's

time. Ask participants to state their answers and |ist the spread

of opinions on the board. Repeat the "auction" for five years,
ten years and twenty years. Stress that participants should ig-
nore in their answers, the risk that the noney will not be given

and inflation. Their answers should relate only to the added ben-
efit gained by present versus future receipt of the noney. Ex-
plain that their answers are actually stating the rate of interest
they require on investnents. Conpare their answers with rates

actual | y paid by savings banks.

Each participant will now have constructed a di scount, table for
hi nsel f. Explain this and distribute the sinplified di scount
t abl es. Expl ai n these and check partici pants' understandi ng by

asking them a nunber of sinple exanples.
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Di stribute the handouts "Wich Proposal ?" and ask participants to
attenpt to practice the net present val ue technique on these pro-

posal s, using a discount rate of 10%

Participants will quickly realise that the investnments and returns
are the same in every respect, but the projects are not al

equal | y desirabl e neverthel ess. Ask participants to identify the
other factors for and agai nst each of the four projects. These

may be sunmarised as:

Ef fect on enpl oynent.

Ef fect on bal ance of paynents.

The certainty of the return

The multiplier effect of the benefits of menbers.

The manageability of the project.

pinions will differ as to how each of the proposals is rated ac-

cording to these standards, but a table of this sort may be con-

structed in order to illustrate the inportance of these factors.
Dairy XYZ Access Breeding
Machinery |Insecticides Road Bull
Employment +

Balance of
payments + - + -

Certainty - -

Benefit to
members + - - +

Manageability - + + -

+ = Good - = Bad No Mark = Neutral



Final selection will depend on individual rating of each of these

factors, but reasonable ranking would be:

Access Road 1
Dai ry Machinery
XYZ Insecticide

A W

Br eedi ng Bul

Show t hat the discount tables can be used to calculate the "pre-
sent val ue" of future benefits which can then be conpared with the
i nvestnent required to "buy" the future benefits. O to calculate
the "rate of return" of an investnent project by finding the dis-
count rate which nakes the future benefits equal to the invest-
nents required to "buy" them Illustrate this by sinple exanples,
and ensure that every participant is able to use the di scount
tabl es. Show how to obtain a factor for a "streanmt of benefits
which starts sonme years fromnow, by subtracting the rate for the

year it starts fromthat for the year it finishes.
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Wi ch Prapasal ?

The general nanager of ARCU encouraged his staff to suggest additions
to the services provided by the Union, and he was delighted at the flow
of ideas and resulting inprovenents. Fi nance was however a probl em
As the nenber societies expanded in nunber and size, the demands on
ARCU s existing services, and its working capital, increased w thout
any additional services being provided. Neverthel ess, the general nan-
ager did not want to stifle his subordinates' initiative. He had a
nurmber of proposals on his desk, and his accountant told himthat in
the forthcom ng year only $10, 000 could be invested in any new acti -
vity. Hi s problemwas to decide which of the proposals should be sel-
ected for inplementation, and to rank all of them so that others could

be inpl enented as and when funds becane avail abl e.

Assi gnnent

1) Calculate the net present value of the follow ng proposals. Use a
rate of 10%

2) ldentify other factors for and agai nst each of the four projects,

e.g.

Ef fect on enpl oynent.

Ef fect on bal ance of paynents.

The certainty of the return

The multiplier effect of the benefits of nenbers.

The manageability of the project.

3) Decide which proposals should be selected for inplenmentation
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FROM  The Manager ARCU Creanery TGO General Manager ARCU

kagi hi

We presently limt our production of butter to the denand fromthe | oca
mar ket, plus occasi onal export shipnents at rather |ow prices; our butter
is shipped in 50 kilogramdruns and nust either be used for industria

pur poses or repackaged before being sold to consuners.

If we purchased a butter packagi ng machine we could establish a regul ar
sal e of ARCU branded butter; this would enable us to increase our sales
and to command hi gher prices. | amreliably informed by the Manager of
City Supermarkets in the capital that if we could offer butter packaged
to international standards they would no | onger inport packaged butter as
they do now. The total production of the proposed butter packagi ng nae-
chine would thus be sold in export markets or would replace inports on

the hone nmarket.

I have identified a suitable Italian machine; this could be delivered by
air at one nmonth's notice, and woul d cost $20,000 delivered and install ed.

The econonics of the project are as foll ows:

Cost of Machine - $20,000

Addi tional Sales of Butter - $20,000

Cost of Additional MIlk fromFarmers - $15,000
Cost of Labour - $1,000
Cost of Inported Wapping Materi al - 3 500
Associ at ed Over heads - $£1,000

Total Annual Expenditure $ 2,500
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MEMO
FROM The Manager, ARCU Farm Supply Depart nent.
TO The General Manager, ARCU
PROPCOSAL : To Stock XYZ Brand I nsecti cides.

A nunber of societies, and farners, have suggested that we
shoul d stock the XYZ Brand of insecticides in addition to
our existing range; although this brand is not a funda-
nment al conponent of any of the Mnistry of Agriculture's
approved regi onal i nput packages, the products are appar-
ently of great use in a nunber of specialised situations.

The |l ocal representative of the manufacturers suggests that
if we put the full range of chemicals into stock now we
shoul d al nbst at once be selling approxi mtely $50, 000 worth
a year of them OQur farners are apparently buyi ng sonet hi ng
l ess than this quantity at the nonent from private traders
in Al pha Region, and if we stock them we should obtain this
exi sting busi ness plus additional business fromthose farners

who buy only what we stock.

The antici pated stock turn for this range of insecticides is
five tinmes per year once the range has been properly intro-
duced, so that our average stock holding will be $10, 000
worth and this is the size of the initial order suggested.
Thi s stock shoul d apparently support the annual busi ness as
predi cted, and shoul d net ARCU approxi nately $2,500 per year
of additional surplus once the full sales | evel has been
achi eved, after deducting all extra expenses such as trans-

port, returns, handling and so on.

I appreciate that you have declared a noratoriumon all new
stock itenms for the duration, in view of the need to finance
i ncreasi ng stocks of existing itens, but | should be glad if

you could make an exception in this case.
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MEMO
FROM: ARCU Transport Department TO: General Manager
Manager. ARCU.
PROPOSAL: The Construction of Improved Access Road and Turn-

ing Area at the ARCU Transport Garage.

I should like to suggest that we should as a matter of urgency
construct a new access road to the garage, across the present-
ly unoccupied land in front of the building. Severe congestion
and delays are increasingly occurring because vehicles have to
enter and leave by the same road, and | have no doubt that a
serious accident, with damage to vehicles and possibly injury
or loss of life, may occur in the near future if No iMmprove-
ment is made.

While it is difficult to quantify the costs to ARCU of the ex-
isting situation, | have estimated that our twenty-five vehi-
cles waste approximately one hour each per month on traffic
holdups and on necessary turning and reversing. We attempt to
operate each vehicle for ten months a year, and we presently
charge out vehicles at $10 an hour each; it can be seen that
a sizable sum is involved.

I have estimated that a force of fifty men could complete the
job in two months; the material would be brought from the dis-
used quarry across the road, and the job could be supervised
and controlled by our own staff who are not fully occupied
during this season.

The men would receive $100 a month each; they would be expec-
ted to provide their own tools, wheelbarrows and so on, and to
find their own accommodation if necessary. You will appreciate
that during the forthcoming dry season our farmers are not ful-
ly occupied and they will be extremely glad of the extra work.



Sheet 7
MEMO
FROM: The Supervisor, ARCU Cattle Breeding Station.
TO: The General Manager, ARCU.

PROPOSAL: To Purchase and House a New Variety of Pedigree Bull.

The Director of the Veterinary Research Station of the Minis-
try of Agriculture has recommended that we should purchase a pedigree
bull of the new heavy yielding breed, in order to enhance the quality of

our local dairy herds.

I n similar climatic conditions abroad this type of bull, when
crossed with our type of cattle, has apparently provided very high quality
progeny which are more disease resistant and yield milk of higher butter

fat content than the hybrids presently in use in Alpha Region.

This would be the first time that this breed has been used in
this country; the Veterinary Research Station is not able to purchase
such an animal on an experimental basis on its own account but the Direc
tor feels confident that we should do so; | am personally very pleased

that he has chosen ARCU Breeding Station for this purpose.

An excellent young bullock can apparently be obtained from
abroad and flown here for approximately $9,000; approximately $1,000

will also have to be spent on an extra stall and associated equipment.

A number of farmers have expressed interest in the proposal,
and | am confident that we can expect increased net revenue of $2,500 per
year from extra artificial insemenation services and bulk sales of semen

to other regions if we purchase the bull.
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. Tal
Present Value of A Stream
Present Value of $§ 1 Received| Of $ 1 Per Year Received
Year During The Year Every Year

10% 15% 20% 10% 15% 207

1 0.909 0.870 0.833 0.909 0.870 0.833
2 0.826 0.756 0.694 1.736 1.626 1.528
3 0.751 0.658 0.579 2.487 2,283 2.106
4 0.683 0.572 0.482 3.170 2.855 2.589
5 0.621 0.497 0.402 3.791 3.352 2.991
6 0.564 0.432 0.335 4,355 3.784 3.326
7 0.513 0.376 0.279 4,868 4,160 3.605
8 0.467 0.327 0.233 5.335 4.487 3.837
9 0.424 0.284 0.194 5.759 4,772 4.031
10 0.386 0.247 0.162 6.145 5.019 4.192
15 0.239 0.123 0.065 7.606 5.847 4,675
20 0.149 0.061 0.026 8.514 6.259 4,870
25 0.092 0.030 0.010 9.077 6.464 4.948
30 0.057 0.015 0.004 9.427 6.566 4.979
50 0.009 0.001 0.000 9.915 6.661 4,999

* taken fromGttinger, Econonic Analysis of Agricultural Projects
publ i shed by the John Hopkins University Press for the World Bank in
1972.
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SESSION 9. 2
PRAIECT APPRAI SAI EXFRC SES
hiective: To enable participants to apply techniques for ap-
prai sing projects, and to rate projects according to
gquantitative and qualitative factors.
Tine . 3 to 4 hours.
Materjal Case Study "Which Project."

Session Q@Qiide:

These sinple exercises in project appraisal require a great deal of
sinple but accurate arithmetic. Partici pants should if possible have

calculators in order to enable themto conplete the work quickly.

Partici pants should be asked to conplete the exercises on their own, in
order to ensure that all are fanmliar with the necessary techniques,
and i ndivi dual gui dance should be given to participants who have not

yet grasped the necessary principles.
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Which Project ?

The Sigma Swanps Land Recl amation Project was a success. The people of
the district, and indeed of the whole of Al pha Region, felt that at
| ast Central Governnent was paying sone attention to the poorest people
in the nmost backward areas of the country, and much of the credit for

the initiative went to ARCU.

Up until this time nost of ARCU s credit had been advanced to farnmers
through their societies for their normal seasonal crops and other acti-
vities. Farnmers now realised that credit was available for totally new

projects, which mght not repay the noney invested in themfor sone
time, and which mght radically alter and i nprove the well-being of in-
di vidual farmers or whole communities. As a result, a |large nunber of

proposal s began to reach the credit departnment of ARCU from i ndividual s
and societies, requesting finance or advice, about all kinds of differ-

ent activities.

Some of these projects arose from suggestions by sal esnen or contrac-
tors who hoped to gain fromthe project, some fromindividual farners,
some from co-operatives and sone as a result of suggestions by exten-
sion officers of the Mnistry of Agriculture. The projects were pre-

sented in a variety of different forns, with different types of inform
ation, and it was clearly necessary to devel op sone neans of apprai sing
them of advising farners and their societies whether or not they were
potentially beneficial, and of deciding whether or not to channel the

co-operative bank's scarce funds to support them
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MEMO

FROM Al pha Regional O fice, Mnistry of Agriculture.
TO Credit Departnment, ARCU
SUBJECT: Smal | - Hol der Rubber Producti on.

You are | amsure aware that in the nei ghbouring Region the Governnent is
actively pronoting rubber production in order to replace the raw materi al

for the new tyre factory, all of which presently has to be inported

There is a reasonable quantity of presently unused land in the part of
Al pha Regi on which is adjacent to the rubber grow ng area, and conmuni -
cations between this District and the nearest rubber factory in the

nei ghbouring Regi on are adequate for the transport of |atex.

This area is presently rather thinly popul ated, by farmers who practice
shifting cultivation and who live fromthis and hunting wild ani nal s;

| feel that their welfare, and the national interest, would be served if
ARCU were to set up a nunber of these people as small-hol der rubber grow
ers. The M nistry recommends two hectare plots as the mni num vi abl e
scal e of small-hol der rubber growi ng unit, and adequate supplies of
seedl i ngs, together with technical advice, would be nmade available to

any project to encourage farmers to undertake rubber production.

It would be necessary for the people to set aside a portion of their
land and to devote it to rubber trees for seven years before any incone
woul d result; there is at present no shortage of suitable land in the
area, and the tenure arrangenents are such that the allocation of two
hectare plots to individual farners would cause no problens; the
farmers woul d however require paynment to cover the cost of their |abour
during the seven year investnment period before their plots started to

earn any revenue.



The followi ng table summarises the financi al

position for one hectare;

Year | Year | Year | Year | Year | Year | Year
Activity 1 2 3 L 5 6 7
Felling & Clearing Labour $ 32
Cost of Plants at 200 per
hectare $108
Lining, Pegging & Terracing $120
Digging & Planting $108
Shade Plants S 64
Pruning, Thinning, Weeding
& Mulching S1hh | S14L | S1hL ) $120) $ 90| S 62| $ 62
Fertilising $ L0 |$72($92)$72]%$56|$56|3% 56
Spraying $ 20 {[SLO|S$ 56|65 68|S568|S568S568
Cover Crops $ 28 1510
Drainage, Fencing & Other
Costs $ L2 |$ 2615 265 26| S 26| S 26| S 26
Year 10
Lncone: Year 8 = $600 Year 9 = $780 to Year 25 = $960
Note: The economics of such a small holding are understated insofar
as:
1) Income fromthe tree is only given for a twenty-five year
peri od; n fact nost rubber trees live until at |east
thirty years, although their productivity nmay decline.
2) \Wen a rubber tree has finished its useful life, the tinber
has sone val ue; this has not been taken into account.
3) It nay be possible to plant cover crops which performthe

shade- and nitrogen-fixing function and al so have value in
t hensel ves; no account has been taken of this possible

source of incone.
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NATIONAL SOAP & VEGETABLE OIL CORPORATION
Capital City
Alpha Region.

The General Manager,
ARCU
Alpha Region.

Dear Sir,

Coconut Plantations

It has been brought to our notice that your Union is actively in-—
volved in introducing agricultural innovations into Alpha Region, and we
must congratulate you on your success.

You will be aware that our Corporation is anxious to increase the
local supply of copra and we are actively encouraging small-holder coco-
nut plantations to this end.

There are substantial portions of Alpha Region where the land is
presently unused and is extremely suitable for cultivating coconuts;
this can be an extremely profitable small-holder crop and our Corporation
18 willing to work with co-operative unions such as yourselves, or with
individual primary societies, to assist with seedlings, advice and even-—
tual collection of the dried copra. We can also assist growers to market
other by-products.

On the type of land which we believe to be presently available
in Alpha Region, the total cost of clearing, drainage and planting should
be approximately §1l,600 per hectare. A few hours per month are required
thereafter for the ten years which it takes the coconut trees to reach
maturity, for simple weeding, mulching and protection.

. After the tenth year the small-holder can expect a net income of
$800 per hectare from the trees, which should last for a total of forty
years productive life.

It is clear therefore that the farmer's investment is repaid by
two years of production and that this is thus an extremely profitable
activity; we hope that you will be able to respond favourably to requests
for credit and assistance from your member societies whose members wish
to undertake the production of coconuts.

Yours faithfully,

L
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MEMO

FROM Superi ntendent, Chi cken Processing Factory.
TO General Manager, ARCU

The success of our export drive has exceeded all our expecta-
tions as you know, and we are now seriously enbarrassed, parti-
cularly by a shortage of eggs. M ddl e Eastern markets appear
to have an insatiable denmand for fresh eggs that we produce,

and if we cannot increase our throughput | am sure that other
suppliers will step in.

Qur problens are conplicated by the fact that during the per-
iod imMmediately followi ng the takeover of the unit by ARCU a
nunber of independent farners gave up chicken farm ng; we
must therefore not only replace their production but al so add
new vol une.

| should therefore be grateful if you would through the Credit
Departnment actively pronote and encourage small farnmers to in-
vest in chicken rearing units. This is an extrenely suitable

activity for small farners who are short of |and but who have

surplus famly |abour at their disposal

The approxi mate econom cs of a one hundred bird unit, which we
estinate to be the mninmumviable unit for a small farner, are
as foll ows:

A Initial Expenditure

Br ooder House for 110 day-old chicks $70.
Layi ng House for 100 birds (assuming 10% | oss) $140.

Feedi ng and wat ering equi prent $30.



_ | , _ Chi cf .

Expenditure Year 1 Year 2 Year 3 On
Cost of 110 day-old chicks @75

cents $ 75.00 $ 82.50 $ 82.50
Cost of feed for 110 chicks $140.00  $140.00 $140. 00
Cost of feed for 100 | ayers $220. 00  $440.00 $440. 00

Cost of veterinary attention,
wat er, sawdust, electricity,

etc.
Chi cks $ 25.00 $ 20.00 $ 20.00
Layi ng Birds $ 20.00 $ 40.00 $ 40.00
lLncome

Sal e of eggs at the rate of
220 eggs per bird per year at a

price of $3.25 per hundred $357.50 $715.00 $715.00
Sal e of manure $ 15.00 $ 30.00 $ 30.00
Sal e of enpty feed bags $ 5.00 $ 10.00 $ 10.00
Sal e of birds past peak-|aying - $70.00 $ 70.00

Not e: The equi prent and housi ng should |last at |east ten
years with reasonable care and | onger than that with
adequat e routi ne mai nt enance.
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MVEMO
FROM THE SECRETARY, ZETA DI STRI CT FARVMERS
CO- OPERATI VE.
TGO THE GENERAL MANAGER, ARCU.
SUBJECT: SHEEP REARI NG

I'N SPITE OF I NI TI AL PROBLEMS THE ZETA SOCI ETY APPEARS TO HAVE
OVERCOVE FARMERS' | NI TI AL SUSPI CI ON AND SI NCE A NUMBER OF THE
MEMBERS ARE NOW PROFI TI NG SUBSTANTI ALLY FROM THEI R MEMBERSHI P
| FEEL THAT THE SOCI ETY CAN BE CONSI DERED TO BE FI RMLY ESTA
BLI SHED.

NEVERTHELESS I T IS | MPORTANT THAT WE CONTI NUE TO COVE UP W TH
| DEAS FOR | MPROVI NG VEELFARE | N THE DI STRICT AND FOR THI S REA-
SON | AM SUGGESTI NG THAT WE SHOULD PROMOTE SHEEP REARI NG, PAR-
TI CULARLY I N THE H GHLAND PARTS OF THE DI STRI CT, WHERE THE

CLI MATE AND GRAZI NG ARE SUI TABLE AND WHERE THERE ARE FEW AL-
TERNATI VE ACTI VI Tl ES.

| HAVE OBTAI NED FROM THE VETERI NARY DEPARTMENT OF THE M NI STRY

OF AGRI CULTURE SOME FlI GURES RELATI NG TO THE ECONOMY OF AN ECON-
OM C HERD OF THE TYPE OF SHEEP WHICH | S SAI D TO BE SUl TABLE

FOR THI S PART COF THE COUNTRY.

WOCOL AND SKI NS CAN BE SOLD W THOUT DI FFI CULTY | N THE LOCAL
MARKETS, ALTHOUGH AT VARYI NG PRI CES, AND THE ARCU ABATTAO R | S
ANXI QUS TO | NCREASE I TS PRODUCTI ON OF MJUTTON AND LAMB FOR

VWH CH THERE ARE READY EXPORT NMARKETS.

A FLOCK OF SHEEP CAN ALSO SUBSTANTI ALLY | MPROVE THE FERTILITY
OF A PASTURE. THI S BENEFI T HAS NOT BEEN | NCLUDED I N THE FCL-
LOW NG SUMVARY OF THE ECONOM CS OF A SMVALL- FARM HERD COF SHEEP.



LNLTI AL EXPENDI TURE !

60 EVEES AT $25 EACH
2 RAMS AT $50 EACH

RECURRI NG EXPENDI TURE !
YEAR | YEAR 2 YEAR 3 YEAR 4 YEAR §

ONE FULL- TI ME
LABOURER $ 220 $ 220 $ 220 $ 220 $ 220

GRAZI NG AND FEED
SUPPLEMENT $ 140 $ 160 $ 170 $ 170 $ 170

VETERI NARY AND
M SCELLANEQUS
CHARGES $ 70 $ 80 $ 90 $ 90 $ 90

YEAR | YEAR 2  YEAR3 YEAR4 YEARS

$ 870 $ 900 $1100 $1100 $1200

| THI NK YOU W LL AGREE THAT THI S MAKES AN EXTREMELY ATTRACTI VE
PROPCSI TI ON FOR ANY OF OQUR FARVMERS AND | HOPE THAT YOQU CAN PUT
FORWARD A PACKAGE TO ENCOURAGE OUR FARMERS TO I NVEST IN THI S
ACTI VI TY.
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FROM The Chairman, Theta District Farmers Co-operative Society.
TG The Ceneral Manager, ARCU

Fol | owi ng on the success of the Sigma Swanps Schenme, nmany of ny nenbers

have been anxiously pressing for simlar investnments in this District.

' appreciate that the situation in our District does not justify a schene
on the scale of the Sigma Swanps Schene, but | should Iike to propose that
ARCU shoul d consi der recommendi ng to the Co-operative Bank a | oan of
$50,000 to extend the irrigated area presently served by the Landa Canal

by a further 250 hectares; approxinmately 100 farners woul d be expected

to benefit by such an extension. The inproved fertility will greatly in-
crease the production of cotton and ot her subsistence crops, and we have
estinmated that each of the 100 farners expected to benefit fromthe exten-
sion of the irrigated area will increase his inconme by approxi mately $200
per annum  This inprovenent could be expected to be fully realised during
the fourth year after the commencenent of the irrigation work and to con-

tinue thereafter.

The $50, 000 i nvestnent will be spent evenly over the first three years,
and thereafter the annual nmintenance costs of the area are expected to

amount to $2, 000 per year.

| hope that you can see your way to facilitating what will be a very im
portant inprovenent to our District and will also, we hope, be a prototype

for simlar projects in other parts of the Region
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FROM The Secretary, Delta District Farnmers Society.
TG The General Manager, ARCU

| : L :

A large area of Delta District is as you know very arid and no sur-

face water is available for irrigation projects.

The farners in this area have traditionally relied on wells, which
are generally shared between five and six famlies; these wells are gen-
erally of great antiquity, were hand dug, and the water is drawn to the

surface either by the farnmers' own efforts or by the use of oxen

The farners in this area have proposed to re-dig seventy of these
wells and to equip themw th electric punps now that electricity has been

brought to this part of the country.

I am confident of the group spirit and enthusi asm of the people of
this area so that if finance can be obtained the wells will be effectively
used to irrigate the area and substantially increase their production of

cotton and subsi stence crop

The inprovenent to the wells and the installation of punps should be
compl eted by the end of the second year fromthe start of the project, and
this should cost a total of $180,000. Based on experience with simlar
wel I s and punps el sewhere in the country, we may estimate that it will be
necessary to spend a further $40,000 every ten years to replace punps and

repair the wells.

Each of the 400 farnmers to benefit fromthe wells should increase

his famly incone by $100 per year once all the wells have been conpl et ed.

I amsure that you will agree that this is a substantial inprovenent

to the well-being of the people at relatively | ow cost and | hope that it

may be possible to initiate this project in the near future.
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Assi gnoent

1) Using the sinplified discount tables supplied, find out into which of

the following rate of return bands each of the six projects falls:

0% - 10%
10% - 15%
15% - 20%

over 20%

9

2) Rank the projects in ternms of their rate of return as thus discovered.

3) Rank the projects according to other qualitative factors as identi-

fied in the previous session

4)  Conbine the rankings and produce an overall |ist of which project

deserves the nost support and which the | east.
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SESSION 9.3
DI SCUSSI ON OF PRAOIFCT APPRA| SAI EXFRCI SES
hjective: To enable participants to check their cal cul ati ons and
to share their experiences as to the reality of project
apprai sal .
Tige: 1 to 2 hours.
Materjial . "Which Project", 9.2 and participants' own cal cul ati ons.
Session Qiide:
1) Ask participants to give their solutions as to the rate of return

of each project. If errors are discovered, as they al nost cer-
tainly will be, work through each exanple ensuring that all parti-

ci pants understand what is being done. The rates of return are:

Rubber Pl antation: bet ween 15% and 20%

- Coconuts: bet ween 10% and 15%
- Chi ckens: over 20%

- Sheep: over 20%
- Landa Irrigation: over 20%

- Delta Wlls: bet ween 15% and 20%

Ask participants to rate the projects according to their effects
on enploynment and other factors identified the previous day. A
possi bl e set of conclusions is as follows:



3)

Rubber Coconuts | Chickens Sheep Irrigation|{ Wells

Employment + + +
Import/export + + + +
Certainty - -

Benefit to

members + +
Manageability - - -
+ = Good , - = Bad No Mark = Neutral

Di scuss a final rating, which mght be:

1 = rrigation
2 = Rubber
3 = Wlls
4 = Chickens
5 = Sheep
6 = Coconuts
Di scuss the practical inplications of this type of appr ai sal . Ask

participants how often they actually have projects presented to
themin this form and whether they ever actually have to rank

t hem because they have nore good projects than they-" have' noney to
finance them w th. Stress that differences of 5% 10%or nore in
rates of return are far less inportant than the chances of success

of a project,,which depend on clinmate or disease;, and above all on

the difficulties, of, indiviidual farm or overall project ,manage-;
ment . Poi nt out that participants may be faced with apparently ;
concl usi ve anal yses based on cal cul ations of this type. They may

be a basis for decision-making but they are certainly no substi -

tute for good judgenent.
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The cal cul ations of rate of return bands for each of the projects

are as foll ows:

Rubber
10% Rate 15% Rate 207% Rate
Year {$ Out $ In
$ Out $ In {$ Out $ In {$ Out $ In
1 706 642 614 588
2 292 241 221 203
3 318 239 209 184
4 286 195 164 138
5 240 149 119 96
6 212 120 92 71
7 212 109 80 59
8 600 280 196 140
9 780 331 222 151
10 - 25 960 3,185 1,624 880
Totals 1,695 13,796 (1,499 (2,042 {1,339 {1,171
Net + $2,101 | Net + $543 Net - $168
Conclusion: The rate or return lies between 15% and 20%.

Coconut s

10%Z Rate 15% Rate 207% Rate
Year $ Out $ In

$ Out $ In |$ Out $ In |($ Out $ In

1 {1,600 1,454 1,392 1,333

10 - 50 800 3,016 1,314 646

Net + $1,562 |[Net - $78 Net - $687

Conclusion: The rate of return lies between 10% and 15%




Chi ckens

10% Rate 15% Rate 20% Rate
Year |$ Out | $ In
$Out | $ In |$ Out|{ $ In |$ Out | $ In
0 240 240 240 240
1 102.50 93 89 85
2 -10 102.50 537 425 344
Net Total + $204 + $96 + 819
Conclusion: The rate of return is marginally over 20%.
Sheep
10% Rate 15% Rate 20% Rate
Year $ Out $ In
$0Out | $In {$Out { $ In |{$ Out | $ In
0 1,600 1,600 1,600 1,600
1 440 400 383 367
2 440 363 333 305
3 620 466 408 359
4, 620 423 355 299
5 -720 447 358 289
Net Total + $499 + $237 + $19
Conclusion: The rate of return is marginally over 20%.
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Irrigation Project
10%Z Rate 15% Rate 20% Rate
Year |$ Out | § In
$0ut | $In S Out { $In [$Out | $ In
1 17,000 15,453 14,790 14,161
2 17,000 14,042 12,852 11,798
3 16,600 12,016 10,528 9,264
4 onwards 18,000 133,704 78,804 52,074
Net Total + $92,193 + $40,634 + $16,851
Conclusion: The rate of return is over 20%.
Delta Vells
10% Rate 15% Rate 20% Rate
$ '000 $ '000 $ '000
Year [$ '000{$ '0CO
Out In ($ Out { $ In |($ Out | $ In {$ Out | $ In
1 90 82 78 75
2 90 74 68 62
3 -50 40 327 201 139
10 40 15 10 6
20 40 6 2 1
30 40 2 1 0
Net Total + $148 + $42 - $§5
Conclusion: The rate of return is between 15% and 20%.




Stress, and if tine allows show by exanple, that the selection of
di scount rates, and the use of this or other techniques for pro-

ject appraisal, is far less inportant than the effects of poor

managenment .

If sheep prices are 33 1/3 %l ess than expected, or if the
chickens lay only 60% of the eggs forecast, for instance, the

chi cken and sheep projects will |ose nmoney at any di scount rate

Ask participants to suggest other possible deviations fromfore-

casts, and to estimate their effects on project viability. Stress

that initial investnments, although often underestinmated, are far

easier to forecast than future earnings.
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[ Session 10.1: Training: Needs, Objectives and Methods
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Sheet 1
SESSION 10,1
IRAINING  NFFDS, CORJFCTIVES AND MFTHODS
hiective: To enabl e participants to identify the training needs of
their staff, to state training objectives for any train-
i ng which they shoul d undertake and to sel ect appro-
priate forms of training for them
Time: 2 to 3 hours
Material Case Study "Can Training Hel p?"
Session Qiide:
1) Generate a brief and sceptical debate about the ability of class-

roomtraining to nake any real difference to staff performance in
the field. Refer to the critical difference between knowi ng and
doi ng sonet hing, the | ack of objective facts in managenent, the
di stinction between what ought to be and what really is and the
permanence of change. Ask participants how cl assroomtraining can
hel p a person to performbetter in the real world. Lead the dis-
cussion to identify the advantages of training, such as its | ow
cost, speed, structure and the benefits of mutual support and

shared experience

Show by exanples that training to be effective nmust be based on
critical assessnment of performance deficiencies |eading to defini-
tion of training needs and above all a clear statement of trajning
abjectives. This nust lead to selection of content and appro-

priate nethod of training.

By reference to participants' experience on this progranme, out-
line the respective nerits and denerits of various nethods of

training.

Distribute "Can Training Hel p?" and ask participants, in groups or
i ndividually, to answer the questions for each of the four staff

who are descri bed
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Ask participants to state their answers to the above questions;

possi bl e answers are as fol |l ows:

A Delta Farm Supply Depot Mnager

Find out whether he is ignorant of the procedures or whether he

knows them but does not bother to apply them

If he is ignorant provide himw th progranmed | earning nateri al

or send himon a structured course of |ectures and exerci ses.

I f he does know the procedures he requires a course which by
case studies and sinul ati ons shows the need for regular proce-

dures.

B - The Abattoir Manager

Assess his personality and ensure that he is the right person

for what is essentially a man-nmanagenent job.

G ven that he is the right person, he should be sent on a
training programme on hurman relations which is highly partici-
pative and experiential and should enable himto inprove his

ability to deal with other people.

C: Creanery Manager

Fi nd out whether the manager knows the technical details of the
equi prent . If he does, he is clearly not applying his know

| edge and he nmust be instructed or notivated to do so

If as is likely his technical know edge is insufficient he
shoul d be sent on a technical training programme, probably in-
cluding practical content such 'as attachnent to an enterprise

usi ng the same type of nachinery.

D Transport Manager

- It is inmpossible;to train people to be honest. The fault lies
either in the man's basic character or in the formal and in-

formal structure within which he has to work.

If the latter.' investigate whether changes in notivation, in-
formati on and ot her aspects of his' working environnent m ght

improve his commitnment to the institution which enmploys him
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If there appear to be no possible inprovenents of this sort,
and/or if his behavi our has been bl atantly di shonest, he shoul d
clearly be dism ssed. It does not appear that training can

pl ay any role.

Ref er to Handout 10. 1. The manager of ARCU felt that sone staff
shoul d be nomi nated for training during the com ng year. How i s

staff training planned in participant's union or societies?

- Are nomnees found for courses when they are requested, or when

funds becone avail abl e?

- Are a certain nunber of people, or is a certain anpunt of
nmoney, spent on training every year as part of a regular allot-

ment ?

- Are people sent for training when they reveal particular weak-

nesses as in the case study?

- Are long-termplans made for the devel opment of individual's

ability, wth training scheduled as appropriate along with

changes in responsibility?

Clearly the first two are common, and npbst training is wasted as a
result. Sonme conbination of the last three is appropriate, but
clearly this depends on staff turnover and the availability of

funds and suitable training opportunities.

Ask participants to sumari se the nain co-operative training that
is available in their own countries. Prepare a conprehensive |ist
in advance, and ensure that all participants are famliar with the

vari ous opportunities.

Ref er back to the four staff described in the previous exercise.
Do suitable training programmes exist for the needs identified for
A B and C? If not, are they commobn needs? If so, who should
take the initiative to introduce suitable training and what role

can participants thenselves play?
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The general manager of ARCU reflected that if training was the answer

to his problem they would all have been sol ved | ong ago

The co-operative college ran programmes for all levels of staff, from
general managers to junior clerical assistants and storekeepers. Their
programmes covered a wi de range of subjects so that there was virtually
no activity, and no staff nenber, whose needs were not covered in at
| east one programre at the college or its regional training centres or
the university or one of the other institutions which provided training

for the co-operative sector.

A nunber of ARCU s staff had attended training programes at one tine
or another during their careers, but since the establishment of ARCU it
had not been possible to rel ease people for training. The general man-
ager felt that the time had cone to take stock and to nom nate at | east
a proportion of the staff for training during the forthcom ng year. He
had noted brief details about certain staff whose deficiencies were
particularly inmportant. The problemwas to decide what role, if any,

training could play in their inprovenent.

Manager of Delta District Farm Supply Depot: Reports, returns and
records are always late, inaccurate and incorrectly prepared by the
Delta District Farm Supply Depot. The depot's |abour relations are
good, and the societies served by it have few conpl ai nts about the
service they receive, apart fromfrequent paperwork errors which the
manager al ways corrects quite cheerfully. The poor paperwork causes
consi derabl e problens in producing results at head office, and while

the manager al ways prom ses to inprove matters the situation renmains

unchanged.
- Abattoir nanager: The abattoir has the highest |abour turnover of
any unit in ARCU. Tinme keeping is unreliable, and the staff make

frequent conpl aints about their working conditions, their wages and

all kinds of minor issues directly to head office.

The manager of the unit is technically highly qualified and has suc-

cessfully dealt with many problenms which m ght have been expected to



require expert attention. Soci eties conpl ai ned about the dis-
courtesy of staff receiving their aninals, but there are few com
pl ai nts about the actual functioning of the abattoir, weighing and

gradi ng of the carcasses and so on

Creanery Manager: The creanery enployed a nunber of sophisticated
machi nes, and its success depended on their correct operation. The
manager had been abl e when first appointed to ensure that the sinple
itens of equipnent then used were correctly operated. As new ma-
chines were installed, however, breakdowns occurred nore frequently
and production was soneti nes stopped altogether, with resulting
| osses of mlk, when specialist advice had to be sought for ap-
parently sinple problenms fromthe agency in the capital city or even

from abr oad.

Transport Manager: The transport nanager had built up an efficient
operation with nearly thirty vehicles in less than tw years. Many
of the private operators previously serving the regi on had noved
el sewhere, and the four societies whose vehicles had been taken over
by the Union were very satisfied with the change. The manager had
asked for a salary increase fairly recently, but since he was
already at the top of the appropriate Union scale, nothing could be
done. The | ocal manager of the oil conpany, and a vehicle supplier

bot h of whose products had not been purchased by the Union, had re-
cently inplied to the general manager that the only way to be
awarded contracts fromthe transport departnent was to bribe its
manager, and simlar runours of corruption canme from el swhere. The
general nanager had attenpted to discuss these allegations with the
transport nanager, but had been nmet with angry and apparently gen-

ui ne deni al s.

Assi gnoent .
a) What is the specific deficiency in this person's performance?

b) Wat should be the specific objective of any inprovenent pro-

gramre, and can training play any part in this?

c) If training can help, what type of training should be under-

t aken?
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SESSION 11.1

ACTI ON | FARNI NG

hjective: To enabl e participants to apply what they have | earned
in the areas of credit, nmarketing, project appraisal and
training to their own probl ens.

Iine: Three sessions or up to six hours.

Material Partici pants' conpl eted pre-programme questionnaires and
annual reports and any other information brought by par-
ticipants fromtheir own unions.

Session Quide:

The session should be run in exactly the sane way as in Topic 6, except
that the problens should if possible be concentrated in the areas dealt
wi th since that day, and the "owners" of the problens should be those
who did not have the opportunity to present their problens to indivi-
dual groups and to the group as a whole during the first action commt-
ment sessi on. If at all possible by the end of this day every partici-
pant shoul d have had the opportunity to present his problemin this
way, and it may have been possible for sone participants to present
nmore than one problem This is a vitally inportant part of the pro-
gramme, and tine should be taken from other sessions in order to enable
every participant to present and di scuss at | east one of his real pro-

blens to his group and to the group as a whol e.

It may be that those partici pants who presented their problens during
the first action conmmtnent sessions have in the succeedi ng days ident-
i fied other problens which they now realise to be nore inportant, or
have cone to different conclusions about the ways in which they would
sol ve the problens they presented during the these first sessions.

They shoul d be gi ven an opportunity during this day to descri be how
t hey woul d change their proposed solution, and every participant should
by the end of today have conmitted hinself to carrying out a specific

pl an of action; note should have been taken in witing of:



The particular problemwhich it is intended to sol ve.

The proposed sol ution

The way in which co-operation fromother staff or institutions wll
be obtained if this is necessary to carrying out the proposed sol u-

tion.

A specific date, within six nonths' tine, by which a specific
nmeasur abl e st age shoul d have been reached in inplenenting the sol u-

tion.
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SESSION 11. 2
PROGRAMVE EVAIL UATI ON AND CONCI USI ON
hiective: To enabl e participants to comment on the progranme in
order to inprove it on future occasions, and to reaffirm
their commitment to carrying out their action plans and
to applying what they have | earned on the job.
Tine 1 to 12 hours
Material : Conpl ete progranme tinetable and detail ed notes on par-
ticipants' action plans.
: . i de

It is inportant that this session should be seen not as the end of a
trai ning programre but as the begi nning of a sustained programe of in-
di vi dual inprovenent to be carried out by each participant on his re-
turn hore. It is valuable to obtain participants' reactions to indivi-
dual parts of the programre for future information, but it is far nore
i mportant for participants thenselves to realise that their own suc-
cess, and that of the programme, will depend not on what they say now

but on what they do in the forthcom ng nont hs.

It is very easy for a term nal evaluation session of this sort to be-
cone an occasion for nutual self-congratulation or for comments on re-
latively uninportant features of housekeepi ng and adm ni strati on. The
sessi on should therefore be fairly short and should be based on the

fol | owi ng:

1) Ideally participants should, at the end of each topic during the
programme, have been asked to rank the' sessions covering each
topic on the scale from1l = excellent to 4 = poor. A nodel form
is enclosed as a handout to this session. Partici pants are ex-
pected to give a fairly subjective and rapid appraisal rather than
to attlenpt to go into too nuch detail. In case such ranking did
not take place during the programe, it could be done during this

sessi on.
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The conpl eted ratings, which should not be identified by nane,
shoul d be coll ected and summari sed for appraisal of individual in-

structors and sessi ons.

Parti ci pants should be reni nded of their individual action commt-
ments and of the fact that their success in conpleting these wll
be the neasure of the success of the programme. It may be pos

sible for the whole group, or smaller groups within it, to neet
together after a few nonths in order to discuss their success or
otherwise in conpleting their action plans, and arrangements for
such "reuni ons" should be made now. The instructor should at any
rate undertake to visit as many of the participants as possible in
order to check and assist themin the inplenentation of their
pl ans and application of what they have | earned, and should ensure
that all participants are at the very least followed up in

writing.

Partici pants should be asked if they wi sh the organi sers of the
programme to attenpt to encourage their superiors to support them
in their plans by witing to them or maki ng personal visits. It
shoul d be nmade cl ear that such support will only be given if par-
ticipants request it and that the organisers will under no circum
stances nake any reports to their superiors about participants'

per f ormance on the programe.

It may be necessary for an inportant dignitary to close the pro-
gr ame. If so, such closure should be as brief as possible, and
the guest should be invited to relate the programre to the future

perfornmance of participants and to stress once again that its suc-

cess will depend not on what has happened but on what is going to
happen. At this stage the results of the progranmme are wholly
negati ve. Money has been spent and tine has been devoted to the

progranmme whi ch m ght ot herw se have been spent in work on the
j ob. It is the responsibility of participants to ensure that this
very substantial investnent is nore than repaid by their inproved

perfornmance in the field.



EVALUATION: Please
topic.

Evaluate all topics
a rating scale from

fill in this form on completion of each

in the four columns to the right, applying
a minimum of 1 to a maximum of 4.

Your comments and suggestions for improvement of the programme
will be very much appreciated.

worthwhile

relevance to
your work

achieved learn-

ing objectives

presentation
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TOPIC:

Your comments:

Your comments:
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Your comments:
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Your comments:






