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Pr ef ace

For the training of staff, nanagers and committee nenmbers of consuner

co-operatives, MATCOM has produced the followi ng material :

- a series of booklets, called "MATCOM Learni ng El enents", intended

for independent study by trainees (see list at the back of this

manual ) ;

the training programme described in this manual, intended as a basic

trai ning course for shop supervisors and nanagers.

MATCOM col | aborates with co-operative organi sations and training insti-
tutes in devel oping countries for the inprovenent of training in the
retail trades. Exanpl es of such co-operation include "pilot sem nars"
based on this manual and "training of trainers" progranmmes. For nore

information on joint training activities, please wite to:

The | LO MATCOM Pr oj ect

c/o CO OP Branch

I nternational Labour Ofice
CH 1211 Geneva 22

Swi t zer | and.



1. Ihe target group

This training programme is designed to assist in the basic training
of anyone responsi ble for the day-to-day nanagenent of a co-opera-
tive retail shop. The target group nmay al so include potential nan-
agers (shop assistants and others with practical work experience in
the distributive sector). The programe can be nodified for use
with other target groups with specific training needs, e.g. com

mttee nenbers.

2. Am

The aimof the programme is to enable trainees to plan and manage

t he basic operations of a co-operative retail shop

In particular, the course should help trainees to:

appreci ate the basic ains of a co-operative and to fornul ate

reasonabl e obj ecti ves;

- understand the basic econom cs of a consuner co-operative, the
need for and the use of working capital and gross and net sur-

pl us;
select and nmintain a suitable assortnent of goods;

- offer services and apply sal esmanshi p appropriate to a consuner

co-operative

handl e and di spl ay the goods properly, instructing staff to do

t he sane;

decide on a pricing policy, determning the required margi ns and

calculating the selling prices;

- design and nmintain a proper systemfor stock control, mnimz-

i ng | eakage;
- design and nmintain a proper system for cash control

- prepare budgets and trading reports, checking regularly to see

that expected results are achi eved.

3. ke

The course described in this manual can be used for specialized

training in retail nanagemnent. The conpl ete programe (or sel ected
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sessions) can al so be incorporated into the curriculumof a nore

conpr ehensi ve co-operative management traini ng programre.

Duration
The conpl ete programme detail ed here consists of 29 sessions.
Session tines vary from1l to 3 hours. The total programe wl |

take between 40 - 50 hours or 68 days, depending on the qualifi-

cations and experience of the trainees and the hours worked each
day. The time may wel |l be exceeded. Each i nstructor nust decide
on the likely duration in view of |ocal conditions. It is also

recommended that 1/2 - 1 day be added for study visits.

The programme nay al so be split up into two or nore shorter sem

inars.

5. Training approach and methods

On their return fromthe training progranme, trai nees should be

able to show caoncrete results in terns of i nproved managenent I'n

order to achieve this, the programe has adopted a highly active

| ear ni ng approach through the use of "participative" |earning

nethods and a built-in "action conmnitnent ".

Participants will not be trained in a general or passive way.
Their specific day-to-day managenent probl ens have, as far as poss-
i bl e, been translated into realistic case-studi es and probl em sol v-
i ng exerci ses. Trai nees (working in groups and on their own) will
|l earn by solving these problems, with assi stance and gui dance from
the trainer as needed. He will act nore as a "facilitator" of

|l earning than as a | ecturer.

Every trai nee has sone ideas and suggestions from whi ch the others
can | earn. This material is intended to all ow and encourage con-
tribution fromsuch individual insight and experience, so that all

will go away having accunul ated the know edge that each brought to

t he programme.

This sort of shared learning is, in fact, alnpbst always nmore im
portant than the know edge that you, the instructor, or the ma-
terial itself can contribute. You should treat each trainee as a
source of ideas as valuable as your own. The material is designed

to help you elicit (draw out) these contri butions.
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The built-in action comritnent at the end of the programe wll
gi ve each trainee the opportunity to make use of the expertise of
his colleagues in finding a concrete and acceptable solution to a
speci fic problem The trainee nust commit himself to the inplenen-

tation of that sol ution.

Structure

The programme is divided into ten TOPICS, each covered by a nunber

of SESSI ONS. (See list on page Xl .)

The following material is provided for each session:

a guide for the trainer (yell ow pages), giving the objective of
the session, an estimate of the tine needed and a conprehensive
"plan" for the session (including instructions on how to conduct

it);

- handouts (white pages) of all material (case-studi es, exercises,

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

, L al

Before "using" the programme in a real training situation, you may
want to adapt it to your own circunstances. Foll ow the procedure

bel ow.

Read t hrough the material and deci de whet her or not:
- the programme 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 nmeans you have at your disposal.

Carefully read through the sessions you have decided to use. Check

the subject natter in both the session guides and the handouts.

Modi fy themto include | ocal currencies, nanes, and so on. Such
adaptation will help trainees identify thenselves nore easily with
the situations described in the handouts and will increase the im

pact and effectiveness of the programe.
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Do not regard this nmanual as a book with all - or the only -
answer s. It is intended as a collection of suggestions and ideas
whi ch you nmust adapt, nodify, use or reject as you think fit. The

best evidence that you are using it properly nay be the nunber of

changes or and anendnents you yourself have written into this copy.

. he hand I I . g

Handouts constitute an inportant part of the training material used
in the programre. They can be reproduced fromthe originals sup-
plied in the ringbinder, after any necessary adaptati on has been
made. Repr oducti on may be done usi ng whatever nethod is avail abl e
stencil, of fset printing, photocopy, carbon copy or even hand-

witten copy.

The only item of training equi pnent which is absolutely essenti al

is the chal kboard

Suggestions for visual aids are given in the session guides. If
you have flipcharts or overhead projectors, prepare themin ad-

vance. If not, you can still use the chal kboard.

The Pre-course Questionnaire should be sent to the trainees in ad-
vance. (See Session 1.1.) Trainees should be asked to conplete it

and hand it in at the begi nning of the programre.

Preparing yourself
Sone trainers may feel that material of this sort neans that they

need only spend a few m nutes preparing for each session. This is

not the case.

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

course based wholly or in part on this materi al

a. Read t he session guides carefully; be sure you understand the

content and that you can envisage what is intended to happen

in the classroom

b. Work through all the cal cul ations; be sure that you understand
t hem conpl etel y. Try to predict the errors that trainees are
likely to nake, as well as inconplete or unexpected answers

(not necessarily wong) that may be worth foll ow ng up
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C. Wor k through the case-studies yourself and try to predict al

t he possi bl e anal yses and responses of the trainees.

d. Note on the material itself as many | ocal exanples as you can
toillustrate the points raised.
e. Plan the whole session very carefully; try to predict approxi-

mat el y how nany ni nutes each section of the session is likely
to take. Make appropriate nodifications to fit the tinme you

have avail abl e. Do not restrict yourself to the tinme sug-

gested in the nanual .

Conducting the progranmme
Whil e using the nmaterial, you should try to observe the foll ow ng

gui del i nes:

a. Arrange the seating so that every trainee can see the faces of
as nany as possible of the others; do pnot put the trainees in

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

b. Be sure that the session is clearly structured in the
trai nees' m nds. Qutline the structure at the begi nning, fol-
low it or say that you are diverging fromit, and sunnarize

what has happened at the end.

c. Keep in m nd the various | earning points. Do not forget the
j ob-ori ented objectives of the session. Sum up the nmin
points on the chal kboard, a flipchart or a poster. Encourage

the trai nees to take notes.

d. Be flexible; do not follow the materi al sl avishly. Be pre-
pared to change the approach, dependi ng on what the trai nees

t henmsel ves suggest.

e. Avoi d, whenever possible, telling the trainees anything; try
to elicit inportant points fromthem by skilful questioning.

f. If you fail to draw a particular answer fromthe trainees, it
is your fault, not theirs. Persist, asking the sane question
in different ways, hinting at the response you want. Only

make the point yourself as a |last resort.

g. Use silence to provoke response; if no one answers a question
wait 20 or 30 seconds. This gives trainees tine to coll ect

their thoughts and may enbarass soneone i nto naki ng an at-

t enpt .
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h. Avoi d tal king too nuch yourself; trai nees' discussion should
take up sonme three-quarters of the total tine. Ask, listen
and guide rather than tal k. (Your dom nation of the session
may only reveal your own insecurity or ignorance of the sub-
ject, in that you are not willing to risk questions or com

ments with which you cannot deal .)

i Never ridicule a trainee's answer or suggestion; it nmay have

sonme nerit and the attenpt itself is comrendabl e.

i If you cannot answer a trainee's question (perhaps even if you
can) ask another trainee to respond. You are the facilitator,

not the source of know edge

K. Make use of the trai nees’ own words whenever possible (e.g.
when writing sunmari es on the chal kboard). Do not limt your-
self to the |language in the training material, even if it is

nore precise

1. On occasion, act as "devil's advocate", supporting a view op-
posing that of the majority, for the sake of argunent. There

are usually no right or wong answers to managenent questi ons,

and this techni que hel ps trai nees see and understand both

sides of an issue.

m If trainees take a quite different tack fromthat suggested in
the manual, do not dismiss it out-of-hand; it nay be as usefu

as the one suggest ed.

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

t oo nuch.

0. Be sure that everybody wunderstands what is going on; do not

al l ow di scussion to be taken over by a few who under st and.

p. Be dynam c; nove around, wal k up and down the classroom Your

physi cal activity hel ps keep everyone alert.

After the course

Keep a record of each trainee's action conmtnent. About si x
mont hs after the end of the course contact each trainee, in person
or by letter, to see how well he has inplenented that conmmi t nent.
Trainee failure indicates course failure; the training may have
been i neffective, the trai nees may have been poorly sel ected, or
you nmy have failed to recogni ze problens preventing the trainees

from appl yi ng their know edge
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THE TRAINING PROGRAMME
LIST OF SESSIONS

TOPICS SESSIONS
1. INTRODUCTION 1.1 Introduction
1.2 The aims of a consumer co-operative
2. BASIC ECONOMICS How to earn a surplus

1
.2 How to use the surplus

3. STOCK MANAGEMENT 3.1 How to decide what to deal in
3.2 How to select an assortmeant of goods
3.3 Economic purchase
3.4 How to develop the stock range

4, SALES AND SERVICES 4.1 Co-operative salesmanship
4.2 Service
4.3 The sales process

5. HANDLING OF GOODS 5.1 Basic rules for the display of goods
5.2 Display in self-service shops
5.3 Training staff in the handling of

goods

6. PRICING 6.1 Pricing policy
6.2 Margin
6.3 Calculation of selling prices

7. STOCK CONTROL 7.1 Leakage
7.2 Delivery control
7.3 Stock-taking
7.4 Stock records

8. CASH CONTROL 8.1 Basic rules for cash coatrol
8.2 Handling the cash
8.3 Accounting for the cash

9. RESULTS, REPORTS, 9.1 How to evaluate a consumer co-oper-

RESPONSIBILITIES ative
9.2 How to monitor business performance
9.3 Budgets and trading reports
9.4 Division of duties and responsibili-
ties
10. ACTION COMMITMENT 10.1 Action commitment
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SESSION 1.1
LNTRODUCTI ON
hjective: To denonstrate the scope and conplexity of a shop nman-
ager's duties and the inportance of inproved nanage-
ment; to ensure that all participants are aware of the
obj ectives of the programme; to introduce trainees to
one another; and to ensure that all admnistrative de-
tails are in order.
Tine: 1 - 2 hours.
Material : Conpl et ed Pre-course Questionnaires
Ti net abl e.
Li st of participants.
E . ide
1) The opening of the progranme should be brief and to the point. The

speaker should make the follow ng points:

the need for co-operative efforts in the distributive sector

the role of successful consuner co-operatives in national de-

vel opnent (cite exanples);

the serious problem of co-operative failure caused by inadequate
managenent ;

the essential role and tremendous responsibility of shop staff

and managers in this context.

To illustrate the objectives and the content of the course, chal -

| enge the participants with such questions as:

Are you sure that you keep a suitable stock of goods?

Are you sure that your menbers really benefit from being cus-

toners in your shop? Are your prices "right"?

Are you sure that your shop is "out of stock" less often than

ot her shops?
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Are you sure that the staff in your shop are well trained for

their jobs?

- Do people enjoy coming to your shop because the staff are so

pl easant and service-oriented?
- |Is your shop as clean as it could be?

- Does your shop earn a net surplus every year, providing you with

noney for devel opnent of the shop and inmprovenent of services?

Go briefly through the tinetable, stressing that trainees will be
required to contribute their own ideas, not nerely listen to other
peopl e tal ki ng. Stress that people learn nore by active partici-

pation than by passive |istening.

Ask each trainee to sumarize his prior training and experience and
to state what he hopes to gain fromthe course. Refer to the Pre-
course Questionnaire if necessary. Identify the special expertise
each trainee brings to the course, enphasizing the point that the

group as a whole is an extrenely val uabl e resource.

Expl ain that the purpose of the course is to inprove the trainees'
ability in the actual nmanagenent of their societies, not nerely to
learn theory. Explain the main features of the "Action Conmmitnent"”

included in this programe:

- By the end of the programme, each trainee is expected to have
identified at | east one nmjor problemin his own society. He

commts hinself to solving it upon his return hone.

- On the final course day (Session 10.1) everyone will work out,
in consultation with fellow trainees, detailed "action plans"

for solving these problens.

Tell the trainees that the instructor intends to contact themat a
| ater date to assess their success in inplementing their plans.

The course itself, rather than the trainees, will be judged by

their success.

Ensure that any adninistrative problens are dealt with. Matters of
accommodat i on, paynent of expenses, transport, roons for private
study, and any other points of information should be settled before

t he programme begins.



Seminar on Pre-course Questionnaire

RETAIL MANAGEMENT

Name:

Co-operative Society:

Brief description of your responsibilities:

Brief description of your co-operative:

Number of employees in the shop: Full-time:

Part-time:

Type of shop: Counter-service Self-service
Annual sales: ——____  Average stock value: e
Size of the shop: Selling area: m? Storeroom: m?

Other important facts about the shop:

What do you enjoy most in your work?

What do you find most difficult in your work?

Complete the following sentence: As a result of attending the course
on Retail Management I hope that I shall be able to:
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SESSION 1.2
IHE ALNS OF A CONSUNVFR CO OPFRATI VE

hiective: To enabl e trainees to recogni ze the benefits nenbers of
a consuner co-operative expect fromtheir shop and to
formulate a |ist of reasonable goals for that co-oper-
ative

Tine: 1 hour.

Material M ni - cases "Beta Town", "Delta Village" and "Ganma Vil -
| age".

Session Qiide:

1) Ask the trainees to suggest what custoners ni ght expect from a good

retail shop. Di scuss briefly the significance of each suggestion
as you note it on the chal kboard. | nclude at | east the foll ow ng

itemrs on the list:
CUSTOVER EXPECTATI ONS
an adequat e assortnent of goods;
- cl ean and unadul t er at ed goods;
| ow prices;
proper wei ghts and neasures;
correct information regarding quality and use of goods;
sufficient goods to neet denand;
fair, inpartial distribution of goods when shortages occur;
respectful and responsive treatnent from staff;

conveni ent shop | ocation

Leave the "Custoner Expectations" |isted on the chal kboard t hrough-
out the discussion. After the session is over, transfer the |i st
to a |l arge sheet of paper and post this in the classroomfor refer-
ence during the rest of the seninar. (This procedure should be
foll owed t hroughout the seni nar whenever an inportant sunmmary or

check-1ist has been presented. Make sure that all trainees copy
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such lists and keep them together with their other notes and the

handouts, in their own "seninar files" for future reference.)

Ask the trainees to rank the three nost inportant custoner expec-

tations on the |ist. Allow them a few ninutes to make their
choices; then ask themto vote. Note the results on the chal k-
board

There is, of course, no one correct answer. Point out to the

trai nees that the purpose of the exercise is to |look at retailing
fromthe custonmer's point of view Ask themwhy it is a good idea
for shop personnel to think of thensel ves as custoners on oc-

casi on. Try to elicit such suggestions as:

- The shop belongs to the nenbers/custonmers. It is for their ben-

efit, not that of the shop personnel, that the shop has been set

up.

- Shop personnel who spend nore tine thinking about their own
wor ki ng situation than about the real purposes of the shop are

not likely to fulfill the expectations of the nenbers.

Sunmari ze the trainees’ comments. Enphasize that there is a reason
behi nd every co-operative and that both managenent and staff will

performtheir duties better if they bear it in nmnd

Di stri bute copies of the nini-cases. Ask the trai nees to read
"Beta Town" and to then offer possible reasons for starting a co-

operative shop in the sane town.

The case may be anal ysed in a short discussion along the foll ow ng

l'i nes:

a) What custoner expectations are not satisfied by the present

shop?
b) What problems affect the townspeople the nost?

¢) What services should a new shop offer to better serve these

peopl e?

d) What custoner expectations nust be satisfied first by a new co-

operative?
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Refer to the "Expectations" |listed on the chal kboard. Reni nd t he
trai nees that no co-operative is likely to have i nmmedi ately avail -
abl e the financial and other resources required to nmeet all de-

mands. It rmust organise its priorities.

- In this exanple, the new co-operative may have to choose
whet her to guarantee fair distribution of basic food itens or to

|l ower the price of non-price-controlled itens.

- Trainees nay want to include as aims nenber participation in the
dermocratic control of the society, their expectation of patron-
age refunds, or other natters of co-operative principle. Make
it clear that such basic principles are not ainms in terns of
custoner expectations, but rather peans to fulfill those expec-

tations.

Ask trainees to read the next nini-case, "Delta Village". Conduct

a discussion sinilar to the previous one.

- Obviously, the nmain reason to start a co-operative in Delta Vil -
lage is the present lack of retail services. No private trader
has been interested in setting up a shop; if the villagers want

one, they have to start it themsel ves. A smal |l co-operative

shop should be able to supply their basic necessities.

Di scuss the third case, "Ganma Vill age".

-  The conpetition between the two shops in Ganma kept services and
prices at an acceptabl e | evel. When conpetition ceased, the
villagers were exploited by the sole remai ni ng shop owner. A
new co-operative shop would restore conpetition and function as

a "price regul ator”

Ask the trainees to think about their own co-operatives: Wy were
they originally started? Ask a nunber of trainees to describe the
role of their shops. Di scuss the extent to which custoner expec-

tations are satisfied.
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Beta Town

The Prima Store is the |l eading grocery shop in the small town Beta. It
stocks a wi de assortnent of goods, including some exclusive tinned food
and a good variety of household itens. Prices are quite high except

for those fixed by the governnent on basic food itens.

The Prima Store usually nanages to be well supplied because it can af-
ford to purchase | arge amobunts of goods when available. This is not
the case with the other shops in town which, as a result, often face

out - of - st ock probl ens.

O'ten such essentials as sugar, flour and cooking oil can only be found
in one shop - The Prima Store. But it reserves stock for inportant
customers, especially those who can afford to buy the nore expensive
goods. Regul ar custoners are told that the sugar or oil they want is

unfortunately out of stock there, too.

Delta Village

Sone 50 fanilies, nobst of whom are peasants, live in the small village
of Delta. There is no shop in Delta so whenever they need to buy sone-

thing they have to go to Kopra, a larger village sone ten km away.

A couple of villagers go to Kopra regularly. They will do the shopping
for their fellow villagers provided they get advance paynment and an al -
| owance for transport. Thi s arrangenent works fairly well, but oc-
casionally the goods brought by the "traders" do not satisfy a buyer.
He may, for exanple, get a type of oil he does not like or find that a
bag is | eaking because it was torn during transport. Yet he nust ac-
cept the goods wi thout conplaint or do his shopping hinself the next

tinme.
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Gamma Village

There were two shops in the small village of Gamma. Both had reason-

abl e assortments and prices.

For personal reasons one of the shop owners had to nove his business to
anot her vill age. The vill agepeopl e were surprised to discover that
prices in the remaining shop had suddenly greatly increased and t hat
the attitude of the shop owner had changed; he took a hard, al nost ar-

rogant stand when the villagers conpl ai ned.
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basic economics
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Session 2.1 How to Earn a Surplus
Session 2.2 How to Use the Surplus
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SESSION 2.1
HONTO FARN A SURPI US
hjective: To enabl e trainees to explain the concepts "working
capital” and "gross surplus"; to explain why a co-oper-
ative needs to nmake a surplus and to identify the fac-
tors which determine the size of a gross surplus.
Tine: 1-1 1/ 2 hours.
Material G ossary.

Exerci ses "Onega Co-operative Society | and I1".

Session @Qiide:

Hand out the "G ossary" to the trainees, explaining that it con-
tains the nost common terns used in retail econom cs. They shoul d
not study the paper now, the terns will be explained during the
cour se. The glossary is intended for future reference. (Note: As
there are variations in the use and definition of these terns, ad-
aptation of the glossary in accordance with | ocal practice is rec-

omended before it is reproduced and handed out to trainees.)

Ask the trainees how their shops use the nbney received as paynent
for goods. Li st the answers on the chal kboar d. One suggestion
wi Il no doubt be "purchase of new stock". Discuss why the purchase

of new nerchandise is the nbst crucial itemli sted.

Qovi ously, the basic purpose of any shop is to provide goods. If
stock is not continually repl enished, nenbers will not be able

to buy what they need, and the shop will fail

Expl ain that the capital needed to nmaintain the stock of goods is
called working capital . It makes the "work" of the shop possible:
the buying and selling of goods. Point out that the working capi-
tal nmust "stay and work" in the shop all the tine; sonetinmes the
capi tal appears as a large stock of goods; sometimes it is in the
form of the payment received for those goods. Then the noney from

the sales is used imrediately to replenish the stock
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Ask the trainees how their co-operatives can pay for the other ex-
penses listed on the chal kboard (wages, rent, insurance, station-

ery, etc.).

- They nust sell their goods at a higher price than the ¢gst
price. This margin (or difference) between cost price and sell-
ing price gives the co-operative a profit which can be used to

pay the costs of operating the shop. This profit is usually

called gross surplus in a co-operative, as there is no intention
of making a "profit" for anyone in a consuner co-operative.

Ask the trai nees what woul d happen if the gross surplus (the nar-
gin) is not sufficient to cover the operating costs, and the nman-

ager uses some of the working capital for this purpose.

If the working capital is reduced, the stock would al so be re-
duced, of course. The | ower vol unme of stock would probably | ead
to reduced sales and, in turn, to reduced gross surplus, so
there woul d be even | ess noney to pay expenses. The shop woul d

begin a vicious circle, usually the begi nning of the end.

Distribute copies of "Orega Co-operative Society - I". (If the ex-
ercise is adapted to local conditions, note that the figures should
be chosen to render the calculations fairly sinple, wth obvious

concl usi ons.)

Ask each trainee to calculate the total sales and the gross sur-
pl us. After five or ten mnutes, ask for the results and note the

correct answers on the chal kboard

Sal es $1, 075
Cost of goods sold 1,000
G oss surplus $ 75
Tell the trainees that it will take the co-operative one nonth to

sell out this stock of goods; thus the gross surplus will be $75 in
one nont h. Ask what the gross surplus would be if the manager had

twi ce as nmuch nmoney at his disposal (i.e. a working capital of
$2,000), and if all the goods could be sold at the sane nmargin

w thin one nonth.

- (Obviously, the surplus would be twice as nmuch, i.e. $150.
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Poi nt out that the gross surplus depends on the sales and that
sales are influenced by the size of the working capital .

Ask the trainees to assune, again, that the nmanager had a working
capital of only $1,000. In that case, what could he do to double

his gross surplus to $150?

Trai nees may suggest:
doubl i ng the nargin;

reduci ng the cost of goods.

These possibilities will be discussed |ater. Ask whether there is
any other way to increase sales and gross surplus, wthout increas-

ing the working capital. Try to elicit the answer:

"turning the stock quicker".

Make sure that every trai nee appreciates the neaning of "turning
t he stock": a shop that turns the stock (sells out the stock)

quickly has a high rate of stock turn; a shop that keeps the goods

for a longer tine has a low rate of stock turn. For exanple:

If the stock is sold out in a nonth, the gross surplus is $75 in
one nmonth'. If the stock is sold out in tw weeks, the gross
surplus is $75 in two weeks. Then the manager buys new stock

sells out this in two weeks and again earns a surplus of $75.
By "turning the stock” twice in the same nonth he has doubl ed
his gross surplus, still using only the sane working capital of
$1, 000.

Renmind trainees that the gross surplus depends on the sales. W
have seen earlier that the sales are influenced by Lhe working

capital ; now we see that also the rate of stock turn is inportant.

Not e t hese points on the chal kboard

Point out that, in practice, stock is never really "sold out" as
described in our sinplified exanpl es above. Actually, it is con-
tinually being replenished, and it is not so easy to see how

qui ckly the stock is turned.
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Check to see how nany trai nees know the rate of stock turn in their
shops. Ask one to denmpnstrate how to calculate it. This should be

done as bel ow, using the fornula:

Sal es

= Rate of stock turn
Aver age stock val ue

The average stock value nust first be found. Suppose that three

st ock-t aki ngs have given the follow ng results:

Stock on 31 March $24, 500
St ock on 30 June $21, 500
Stock on 31 Septenber $26,000
$72, 000
The average stock val ue = w = $24, 000

Suppose that sales were $408,000 in one year.

The formul a can now be used:

$408, 000 .
The rate of stock turn = ——— = 17 tines per year.

$24, 000
Di stribute copies of "Orega Co-operative Society - Il". (Trainees
will also need part | with its now conpleted cal cul ations.) Thi s

exercise reveals other factors influencing the size of the gross

surpl us.

Case A
In a plenary discussion, try to elicit this answer to Case A

Due to the cost of the packing nmateri al, the total cost of sugar
Wi ll increase by 100 x $0.20 = $20. This increase of the cast
of goods neans that the gross surplus will decrease by $20.

Ask the trainees to solve Cases B - E on their own. Allow five to

ten mnutes for their calculations, then ask for their answers,
di scuss the cases, and note on the chal kboard the factors affecting

the gross surplus.

Case B

The gross surplus is reduced by $10 because the cast of goods in-
creased (the transport of goods had to be paid).
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Case C

The gross surplus was reduced by $55 because 20 kg of flour were
"l ost". (20 x $2.75 = $55.) Explain that a loss of this type,
when goods di sappear w thout being paid for, is called lLeakage.

CGase D

The gross surplus increased by $8 because the margin increased from

50 to 70 cents. (40 x $0.20 = $8.)

Case F

The gross surplus increased by $2.50 because the surplus earned on
a bag of rice is $12.50 whereas the surplus on a box of margarine

is only $10. Show that the margin is higher on rice

$12.50
_— 100 = 11%
$112. 50
and | ower on nargari ne:
$20
_— 100 = 9%
$220

(Take this opportunity to remnd the trainees that the margin, or

gross surplus, is always expressed as a percentage of the sales )

Concl ude the session by asking a trainee to sum up what we have
| earned in this session about factors that influence the size of
the gross surplus. The points bel ow are npbst inportant. Wite
them on a poster and ask the trainees to record themin their

not es.
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The GRCSS SURPLUS (the MARG N) is the difference between SALES
and the COST OF GOODS.

| NCOVE RECEI VED FROM SALE OF GOODS
- COsT OF GOODs SALD

- COST OF GOODS 1 OST (| EAKAGE)
= (GROSS SURPLUS (or MARG N)
The | NCOVE RECEI VED FROM SALE OF GOODS i s influenced by:
the size of the WORKI NG CAPI TAL,
t he RATE OF STOCK TURN,

t he SELLI NG PRI CES.

The COST OF GOODS is influenced by:
t he COST PRI CES,
t he TRANSPORT COSTS,

t he PACKI NG COSTS.
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Gl OSSARY

Some co-operative and economic ternms and their definitions.

Bonus

Cost

Depr eci ati on

Di vi

Frei ght cost

Gross profit

Gross surplus

price

dend

I nt er est

Leakage

Mar gi n

Mar k- up

Mark-up multiplier

Net

profit

See patronage refund.

The price a retailer has to pay the sup-
plier for the goods + the freight cost.

The cost of fixed assets (like buildings,

furniture and wei ghi ng machi nes) over
time. The cost is spread out over a period
of years and is char ged agai nst t he
surplus, like all other costs.

The annual paynent received by nenbers who
have  bought shares in a co-operative;

similar to the interest a bank pays to
those who put their savings in the bank.

To be able to pay a dividend, a co-operat-
ive nust earn a net surplus.

The cost for having the goods transported
to the shop.

Same as gross surpl us.

The di fference between the actual incone
received fromsal es and the cost of goods
sold and | ost.

See di vi dend.

The val ue of the goods which "di sappear™
for unknown reasons, w thout being paid
for. Leakage can be expressed as a per-
cent age of sal es.

The di fference between the selling price
and the cost price. The margi n can be ex-
pressed as a percentage of the selling
price.

The anount added to the cost price to ar-
rive at the desired selling price. The
mar k- up can be expressed as a percent age of
the cost price.

A nunber used to nmultiply the cost price in
order to arrive at the selling price.

Sanme as net surplus.
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Net surpl us

Operating costs

Pat r onage refund

Runni ng costs

Selling price

Stock turn rate

Sur pl us

Transport costs

Tur nover

Wor ki ng capital

VWiat is left fromthe gross surplus when
all expenses for running the shop have been
pai d.

The costs of running the shop; for in-
st ance, wages, rent, i nsur ance, el ec-
tricity.

When a co-operative earns a sufficient net
surplus, sone of it nmay be paid back to the
menbers as a patronage refund. The anmount
each nenber receives depends on how much he
has patroni zed the shop; the npre purchases
he has nmade, the larger refund he will re-
cei ve. The patronage refund is sonetines
call ed "bonus", sonetines "dividend on pur-
chases".

Same as operating costs.

The cost price + the mark-up. The selling
price is the price the custoners pay in a
retail shop

A neasure of how quickly the goods are
sold, stating how nmany tinmes the average
stock of goods is sold during a period.

See gross surplus and net surplus.

Sane as freight costs.

The anmpunt of sal es over a period of tine.

The noney avail abl e for purchase of goods +
the value of the stock of goods in the

shop.
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Qrega Co-operative Society - |

You are the manager of Omega Co-operative Shop and you go to the Co-op-

erative Wol esal e Society to purchase a stock of goods as foll ows.

Burchases

X-mllet, bags of 50 kg 2 bags @ 150. 00 $ 300. 00
Fish in oil, box of 50 tins 1 box @ 100. 00 100. 00
Fl our, bags of 50 kg 3 bags @ 125. 00 375.00
Margarine 500 g, boxes of

20 tins 2 boxes @ 100. 00 200. 00
Transport cost 25.00

Selling prices

X-millet per kg $ 3.30
Fish in oil per tin $ 2.25
Fl our per kg $ 2.75
Mar gari ne per tin $ 5.50
Conmpl ete the followi ng cal culation to see how nuch noney will be col -

| ected when all the goods have been sol d.

Sales

X-mi |l et 2x50 = 100 kg @$ 3.30 $ 330.00
Fish in oil I x50 = 50 tins @

Fl our

Mar gari ne

Tot al

How much will the society earn on the sales of all these goods?

Sal es $
Cost of goods $

G oss surplus $
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Cal cul at

i ng event

A You
Eac

cha

B You

you

e how the gross surplus will change due to each of the follow

S:

decide that the nmllet is to be pre-packed in paper bags.
h bag is to contain 1 kg. A bag costs 20 cents. You do not

rge custoners for the bags

did not receive the fish i medi ately. On the followi ng day

sent a man to collect the box. You paid him $10 for bringing

it to the shop.

C The

foll owi ng problens occurred regarding the flour, although

nobody was aware of them

The bags received fromthe supplier did not contain the ful

wei ght

The shop attendant was very generous and usually gave a little

For
130

D The
t he

E You
box
ond
had

"overwei ght" to custoners who bought fl our

t hese reasons the co-operative received paynent for only
kg, although it paid the supplier for 150 kg.

selling price of tins of margari ne was changed to $5.70. All

stock was sold at the new price

spent the $1,000 in a different way. You purchased only one
of nargari ne. I nstead of the other box, you purchased a sec-
box of fish. (The margarine was sold at $5.50 a tin, and you

no extra transport cost for the fish.)
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SESSION 2 2
HOWN TO USEF THE SURPIUS

(hiective: To enable trainees to explain for which costs the gross

surplus is used, the need for a net surplus, and the

ways a net surplus mght be increased.
Tine: 1 - 1 1/2 hours.
Material : Exerci ses "Minthly Costs of Running a Shop"

“Inflation".

Session Qiide:
1) Divide the trainees into small groups of two to three, putting

those fromthe sane shop or the same area together. Distribute the
exercise "Monthly Costs of Running a Shop" and ask the groups to
estinmate the costs as outlined. They shoul d use figures froma

shop in which at | east one group nenber is enployed

When all groups are ready, have themnote the average nonthly sales
of the shop: Use the table on the back of the exercise sheet. If

they do not know this figure, ask themto estinmate how nmuch is sold
on a normal day and to multiply this figure by the nunber of days

the shop operates in a nonth (usually 25).

Poi nt out that the average margin in a retail shop is between 8 and
10 % of the sales. (Adjust the figures to local conditions.) Show

how to calculate its gross surplus on nonthly sales of $20, 000.

10 x $20, 000
100

$2, 000

a) if the marginis 10 %

8 x $20,000 — $1, 600
100

b) if the marginis 8 %
Ask the groups to calculate the gross surplus of the shop in the
exercise, if the margin is 10 % (Exanple a.) Then ask themto de-
duct the estimated nonthly costs for running the shop fromthis

gross surplus.  Explain that what is left is called the pet sur-
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plus. If the costs exceed the gross surplus there is a Loss. Ask

each group whether it has found a net surplus or a |oss.

Have the groups calculate the gross surplus if the margin is 8
(exanple b.). Agai n, ascertain which groups have a net surplus or

a | oss, once operating costs have been deduct ed.

Sum up by stressing that the gross surplus nmust be | arge enough to

cover all the costs of running the shop

Di vide trainees into new groups of four to six. (You m ght comnbine

the previous small groups in pairs.)

Refer to the cal cul ati ons they have just made and ask themto dis-
cuss various ways of turning a net loss into a net surplus or of
increasing a small net surplus. They should be prepared to coment
on the feasibility of their suggestions. Allow up to 20 minutes

for the group discussions

Reconvene the class and ask for suggestions fromeach group in
turn. Note each method on the chal kboard (or directly on a poster)
and discuss its feasibility. The met hods bel ow shoul d be |isted

and di scussed.

Io inprove the net surplus:

Sell nore goods through faster stock turn, expanded stock range,

i mproved service, sales pronotion, etc. The fact that such ef-
forts to increase sales are thenselves likely to cause extra

costs nmust not be overl ooked.

Reduce selling prices., thereby increasing sales. Thi s net hod

coul d "backfire", making things worse because of the reduced
trade margins. A great increase in sales would be required to

i ncrease the surplus.

Increase the selling prices, thereby increasing margins. Thi s

met hod is useful only if your current prices are | ower than
those in other shops; otherw se the custoners will buy where it

i s cheaper.
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Sell nore high-margin itens, thereby increasing average margin.

There is a danger that overall sales m ght drop because high-
margin itens usually have a slow rate of stock turn. Custoner

demand may not exist for these itens.

- Reduce your cost aof goods. Find a supplier offering | ower

prices, arrange for a cheaper nmeans of transportation of ner-

chandi se, stop providing custoners bags free of charge, etc.

- Reduce the costs of running the shop. Review all expenses care-

fully. Are there costs not directly connected to the shop busi -
ness? What costs could be cut with little effect on sal es?

What types of costs are largest?

- Reduce leakage. This is a good way to increase gross surplus

wi t hout cost or negative effect on sales.

Remind the trainees that a co-operative is not supposed to "make a
profit". Ask them why a co-operative shop nmust still nake a net

surplus. They are likely to nmention that it is needed:
to increase the owned capital (e.g. various funds) in order to

i ncrease the working capital (stock of goods),
i mprove the shop buil ding, equipnment, etc. (investnents),
repl ace borrowed capital with owned capital (repay |oans),
create a reserve agai nst possible future |osses;

- Lo pay dividends and bonuses to nenhers
as dividend on the share capital
as patronage refunds (bonuses) on purchases;

- to pay bonuses to the staff (practised in sone countries).

Expl ain that an increase of the working capital will be needed just
to maintain the present stock level, due to inflation. (Inflation

= the average price increase on consunmer goods in one year.)

Distribute the exercise "Inflation" and ask the trainees to do the

cal cul ations independently. Wien they are ready, ask themfor the

correct answers.
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a) 300 x $3

I
il
[{e]
o
o

b) 300 x $4

1
&+
e
N
o
o

$1, 200 - $900 = $ 300

c) 300 x $0.30 = $ 90

d 200 x $0.30 = $ 60 (3.30 - 3.00 = 0.30)
100 x $1.40 = $ 140 (4.40 - 3.00 = 1.40)

$ 200

e) $200 - $90 = § 110

Refer to question b) and ask the trainees to suggest how the co-op-
erative should be able to neet the increased need for working capi-

tal. They shoul d recogni ze that:

- by increasing the selling price on the renaining stock, the co-

operative will earn "extra" surplus;
the "extra" surplus is not enough, nore working capital will be
needed. (It may be gained by earning nore surplus on other

goods, for exanple, or by asking nenbers to buy nore shares.)

Sum up by stressing that any shop - private or co-operative - wll
need a net surplus to increase its working capital. At |east the
| oss of capital due to inflation and repaynent of |oans nust be
conpensated for. Furthernmore, a net surplus is needed for devel op-

nment and reserves.

What ever renmains after all these considerations the private trader
keeps for hinself - it is his personal profit. But the co-operat-
ive must use it for the benefit of the menbers - to pay interest on
shares, for patronage refunds or for any other common purpose de-

cided in the general neeting.



Monthly Costs of Running a Shop

Esti mate the nonthly costs for

wor ki ng or anot her
for those costs you do not
every nonth,
get the nonthly cost.

Not e: Frei ght costs shoul d

in the cost of goods.

Wages

Pension contribution
Staff insurance
Other staff costs
Education, training
House rent
Maintenance

Shop insurance
Business licence
Interest on loans
Bank charges

Audit and accounting
Postage

Telephone
Electricity

Water

Garbage collection
Cleaning materials
Stationery

Price labels
Posters, placards
Advertisements
Wrapping material
Travel

Entertainment

shop whi ch you know wel |

you may estimate its annua

If a certain cost
cost

know.
and di vi de

not be included here, as they

fees

Depreciation of fixed assets

Sundries

TOTAL

Sheet 3

t he co-operative shop where you are
Make a realistic estimte

does not occur
it by 12 to
are incl uded
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Calculate the surplus (or

|l 0ss)

a) Sales

- Cost of goods

= Gross surplus

- Running costs

= Net surplus (loss)

b) Sales

- Cost of goods

Gross surplus

- Running costs

Net surplus (loss)

Not e that the " Cost

goods and the cost

____________ (10%)

of goods"

of any | ost

includes both the cost

goods (| eakage).

of the sold
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Lnflation

In a certain country the price of sugar was fi xed by the governnent:

Cost price per kg $3. 00
Selling price per kg 3.30

One day, a price increase was announced

Cost price $4. 00
Selling price 4. 40

A co-operative shop had purchased 300 kg of sugar at the old price.

a) How nmuch working capital had been invested in the stock of sugar?

b) How much nmore working capital will be needed to replace the stock

when all the sugar has been sol d?

At the tine of the price increase, 100 kg of sugar remained in stock

¢) How nuch gross surplus will be earned if all the stock is sold at

the old price?

d) How nmuch gross surplus will be earned if the new selling price is
charged for t he remai ni ng stock?
e) How much "extra" surplus will the co-operative earn, due to the

price increase?
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stock management

topic

-

Session 3.1
Session 3.2

Session 3.3
Session 3.4

How to Decide What to Deal In

How to Select an Assortment
of Goods

Economic Purchase

How to Develop the Stock
Range
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SESSION 3 1
HON TO DECI DF WHAT TO DFAL | N?
hjective: To enable trainees to identify the main groups of goods
that a co-operative shop should deal in.
Tine 1 1/2 - 2 hours.
Material Case-study "The Stock Range".
Session Qiide:
1) Renind trainees of the basic aimof a consumer co-operative so-

ciety: to provide nenmbers with goods.

Di scuss the inplications of the aim should a co-operative shop
stock everything its nmenbers mght [ike to buy? Ask the trainees
why not. They will probably mention:

Lack of funds. The co-operative society does not have enough

noney to purchase everything.

Limited supply. Sone itenms night not be avail able from whol e-

sal ers or producers.

Lack of storage capacity. The shop has limted space for

storage and di splay of goods.

Lack of equi pment. Sonme goods might require special equipnent,

such as coolers or freezers.

Enphasi ze the obvious conclusion: it is pot possible for a co-oper-
ative to sell every kind of merchandise. A selection nust be made.

Di vide participants into groups of about five menbers and distrib-
ute the case-study "The Stock Range". Allow up to 30 mnutes to

di scuss the case and to conpl ete the assignnent.

Ask a representative fromeach group to list the answers to a) and
b) .
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Use one of the |lists of goods - preferably the nost varied - as a
dermonstration.  Ask the group which produced it to cone forward to
act as the conmittee. Their job is to convince the other trainees

acting as nmenbers of the co-operative - that it is the best
sel ection. O ose the neeting after about 15 minutes even if nmem

bers and conmttee do not reach an agreenent.

Fi ni sh the di scussion by explaining that every consuner co-operat-

ive should select its stock of goods for the henefit of the mem
bers.

Explain to trai nees that one nethod of identifying the goods of
nmost benefit is to classify them according to

how nuch they are wanted ( demand)

how available they are ( supply situation)

Three cl asses of each would be sufficient:

Denmand

Hi gh (the nost needed or nost frequently bought goods)

Aver age
- Low "(only wanted by a few nenbers, not often bought)

. .
- Bad (" probl em goods" which are not always avail able, priced
too high, or of bad quality in other shops)

- Average
- Good (goods which are already available at fair prices)

Denmonstrate how such a classification systemcould be applied in
the case of Smalltown Co-operative. Draw a table on the chal k-
boar d/ OHP* as shown bel ow and briefly assess the supply and denand
situation for the various groups of goods. This is a possible re-

sul t.

* OHP = overhead projector
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Kind of goods Demand Supply situation
Fruits and vegetables| Average Average
Bread High Bad
Meat High Average
Basic food itewms High Average
Dairy products Average Bad
Tinned food Average | Average
Drinks Average | Average
Cigarettes Average Good
Hygiene articles High Good
Household items Average Average
Kerosene High Good
Tools and 1wmplements Low Bad
Clothes and shoes Average Average
Books and magazines Low Bad
Tapes and records Low Bad
Sundries High Bad
Then show how a priority list is prepared. The goods shoul d be

ranked accordingly to denand. Equal | y denanded goods shoul d be
ranked according to the supply situation. |If the classification in

the tabl e above is accepted, the ranking will be as foll ows.
1 High demand bad supply
Br ead

Sundri es

2 High demand, average supply
Meat

Basic food itens

3 High demand, good supply
Hygi ene articles

Ker osene

4 Average demand. bad supply

Dai ry products

5 Average demand, average supply
Fruits and veget abl es
Ti nned food
Dri nks
Househol d itens

Cl ot hes and shoes
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4)

In our exanple, the ranking reveals that the Snalltown Co-operative
woul d serve its nenbers very well by selling bread. Ask the
trai nees to explain how the co-operative m ght be supplied with

br ead.

Since there is no bakery in Smalltown, the trai nees m ght suggest
that the co-operative start one. Al ternatively, bread could be
supplied froma bakery in Maintown. Could either of these sugges-

tions be realized? What woul d be needed?

Required to start a co-operative bakery:

- housing

- equi pnent

- raw materials
- funds

- skilled staff

Required to arrange supply from Miintown:
- a supplier in Mintown

- transport to Smalltown

Trai nees may agree that it is unrealistic to expect the new co-op-
erative to be able to start both a bakery and a shop. If they al so

find a supply from Mai ntown too conplicated or too expensive, they

must recognize that it will npot be possible to sell bread in the

new co-operative shop

Ask themto identify other kinds of goods which the Smalltown Co-
operative mght find it advisable nat to deal in - despite demand

Exanpl es:
Meat

- The co-operative may face problens getting a supply of neat. It
m ght not be able to afford the necessary cool er or freezer even

if the supply situation inproved

Dairy products

- Cooling equipnent is required.
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Eruits and vegetables
- It would be difficult for the co-operative to offer other prod-

uce than that already available at the | ocal narket, and al so

difficult to conpete with |ocal prices.

d othes and shoes

- It is unlikely that the co-operative could afford to keep a bet-
ter assortnent than the other shops, so the problem would not be

sol ved.

Ask sone trainees to sumup the nethod for deciding, in broad

terns, the stock range of a co-operative shop described in this

sessi on. They should nention the three-step approach

i) Cl assify goods according to demand, giving priority to the

nost - demanded goods.

ii)  When they are equally demanded, give priority to those goods

not presently supplied to consuners in a satisfactory way.

iii) Delete fromthe list any goods that the co-operative wll not

be able to supply satisfactorily.

Expl ain that the correct answer to the assi gnnent depends on the
trai nees' assessnment of the denmands and possibilities of the Snall -
town Co-operative. It is nore inmportant that the trainees perceive
and practise the nethod descri bed than reach a certain solution.

However, a correct answer might ook |like this.

a) Basic food itens b) Tinned food
Hygi ene articles Dri nks
Ker osene Househol d itens

Sundri es Cigarettes
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The Stock Range

Sone people in Smalltown have decided to start a co-operative shop. It
has not yet been determ ned what goods should be sold in the shop. A
nurmber of suggesti ons have been forwarded to the secretary of the com

mttee, who nmade this sunmary.

Kind of goods wanted Reasons

- ] m—

——
Fruits and vegetables Local products are sold by farmers at the
market, but you cannot be sure of finding
what you want. Prices vary greatly.

Bread There is no local bakery. Many people com-
plained about this.

Meat The local butchery is only open in the mora-
ing and is always very crowded.

Basic food items Most people require these daily, but it is
(cereals, cooking oil, sometimes difficult to get them from the
sugar, tea, etc.) existing private shops.

Dairy products Fresh milk is not available in Smalltown

and some people have complained about this.
(The regional dairy requires distributors
to have cool-storage facilities.)

Tinned food A greater variety than what is now avail-
. able could be provided and easily stored.
Drinks At present, drinks are available only at

bars charging high prices. Still, those
seem to sell quite a lot.

Cigarettes About half of the male population are
smokers, and cigarettes are sold every-
where,

Hygiene articles Such items are in daily demand and avail-

(soap, detergent, able in several shops.

toothpaste, etc.)

Household items There is a special shop for such essential
items, but prices are very high. (A few
common items are sold at the market.)

Kerosene Most people use kerosene lamps; kerosene is
sold in three shops.

cont. overleaf
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Kind of goods wanted Reasons

Tools and implements There are few available in Smalltown.
People generally have to go to Maintown to
find what they need.

Clothes and shoes Several people complained about the poor
assortment of clothing and shoes in the
Smalltown shops.

Books and magazines Almost none are locally available.

Tapes and records Some youngsters have tape recorders or
record players but no place to buy tapes
or records.

Sundries Such small things are often quite essen-—
(matches, batteries, tial and are not readily available.
ball-point pens, etc.)

The committee has just studied the list and finds the real demand for
co-operative services very encouraging - but it also realizes that the
menbers want many nore goods than the co-operative can offer, at |east
in the near future. The conmittee di scusses how to best use the re-

sources of the society for the benefit of its nenbers.

Assi gnnent

Assune that you are a conmittee nmenber. You know that the society can

only afford to nmaintain a store stocking four to eight kinds of goods.

a) Fromthe secretary's |ist, select four kinds of goods to be sold

fromthe opening day.

b) Rank an additional four to be stocked as soon as you know you have

the necessary resources.

c) Be able to justify your selection so that the nmenbers will accept

it.
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SESSION 3.2
HONTO SFI FCT AN ASSORTVENT CF GOODS
hjective: To enable trainees to identify avail able sources of in-
formati on and proper criteria for the selection of a
basi ¢ assortnment of goods.
Tine: 1 hour.
Materjal : Case-study "Who Knows Best?"
Session Quide:
1) Remnd the trainees of the basic question with regard to stock

range: which groups of goods - in broad terms - should a co-operat-
ive offer its nenbers? (This was the topic of the previous

session.)

Ask the trainees what the next step should be in the process of de-

ciding the stock range. It is:

to identify all the specific itens within the selected groups to

be stocked.
Illustrate by exanpl e. For instance, if it has been decided that
a shop should sell "household itenms”, it nust now be deci ded

exactly what specific itenms should be sold. There are hundreds of
itens to choose from kitchen utensils; cooking pots and pans of
all kinds and sizes; cutlery; chinaware, sinple or nore expensive;

basi ns of stainless steel, aluminum plastic or glass; etc.

Ask the trainees how this selection should be made - what deter-
m nes whether or not an article should be included? They shoul d

mention these criteria:

Large popular demand. (Since the shop nust buy its goods in
whol esal e quantities, it nust be able to sell these | arge

amounts in a relatively short period of tine.)

Regul ar (constant) demand. (The shop should supply its menbers

with the things they need on a regular basis.)



- Necessity. (Salt is a good exanple here - an essential com

nodity even if normally used in small quantities.)
- Price and quality. (These must be acceptable to nenbers.)

- Availability. (Qovi ously, the shop nust be able to arrange a

regul ar supply of the conmpdities in question.)

- Expense. (Expensive articles should be excluded if they take

too nuch of the noney avail able.)

Storage capacity. (The shop should not deal in articles for

which it has no proper storage facilities.)

Explain that these criteria are crucial . The co-operative can only
be successful if the assortment of goods is the best possible one,
consi dering both the needs of its menbers and its own financial re

sSour ces. Remi nd the trainees that a new co-operative is not likely
to have rmuch noney and that therefore the assortnment of goods it

can of fer nust often be linited. Consequently, it is vital to con-
sider the above criteria very carefully. The question is: wha does
know best ? Who can hel p sel ect the best possible assortnent of

goods?

Divide the trainees into groups of about five nmenbers and distrib-
ute the case "Who Knows Best?". Gve themup to 20 mnutes to com

pl ete the assi gnnent.

Ask representatives of each group to present their answers. Sug-
gest ed net hods should be witten on the chal kboard or on | arge

sheets of paper and their advantages and di sadvant ages di scussed.

Sampl e answers foll ow.
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Method

Advantages

Disadvantages

Ask wewmbers

Direct - wembers will
detail their own
expectations.

Democratic, 1f every
member 1s asked.

Personal - likely to
make wembers feel di-
rectly involved with
their shop.

Time-consuming.

Perhaps 1impossible to
ask every mewmber.

People wmay answer with
what they want rather
than what they can really
afford to buy.

Members may not know the
goods available or their
price.

Those requesting 1ltems
which are ultimately not
included 1in the stock
range may be disap-
pointed.

Ask the
committee

.

Trusted to represent
the members.

Knows the general needs
of wembers.

Should know more about
shop wanagewment than
the membership at
large.

The committee may not be
genulnely representative
of the wembership.

Coumittee members may
look too much to their
own needs,

May not actually koow
enough about available
goods.

Ask experts
(shop manager,
co-operative
union or
" government
officer)

May be fawiliar with
what people are buying
1in siwmilar shops.

May know what goods are
available as well as
prices and qualities.

May not be familiar with
the local situation.

May not be as experienced
as they pretend to be.

Ask the whole-
salers

Informed about avail-
able goods.

Knowledgeable about
demand for goods.

May try to get rid of old
stock.

May recommend items which
are more profitable to
the wholesaler thaun the
co-operative,

Survey other
shops

Exawmining the actual
stock range in other
shops should give a
good 1indication of
customer demands.

The actual stock wmay not
reveal which itewms are
"not selling" and which
possible "big sellers"
are missing from the
shop.




4) Ask the trainees what they |earned fromthe case. It is inportant

that they perceive the foll owi ng points.

All et hods have their own inportant advantages and di sadvan-
tages to be considered.

A conbination of nmethods is likely to give the best result. For

exanpl e:

a) An expert could provide a standard list of a basic assort-

nment .

b) Availability and prices could be checked with whol esal ers

and the list adjusted accordingly.

c) Sone "average" nenbers (a typical sanple) could reviewthe

list to see howit neets with their demands.

What nethods a co-operative shoul d use depends very nuch on the

| ocal situation.

5) Stress that selection of the right basic goods assortnent is very
important in getting a shop off to a good start for restart) - but

it is never definitive. An equal ly inportant managenent task is
the conti nual devel opnent of the stock range
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It has been decided that the Smalltown Co-operative will deal in basic
food itens, hygiene articles and a few other necessary things. Mney
is now avail abl e for purchase of a stock of goods. But who is to de-
cide exactly which itenms should be bought? The committee di scusses the

matter bel ow.

We can only afford to stock the itenms nost denanded by the nem

bers. Nobody coul d know what these are better than the nenbers

t hensel ves. We shoul d ask them

The committee has been elected to represent the nenbers. W shoul d

deci de on their behal f.

We have enpl oyed a qualified shop manager. W should trust himand

|l et him deci de on the goods.

Are there no experts who coul d advise us? | suggest we enquire at

t he Co-operative Union or the Co-operative Departnent.
The whol esal er coul d advi se us what to buy.

We could take a | ook at sone ot her shops and see what they are

sel l'ing.

Assi gnnent

ldentify all possible sources of infornation which nmight be useful in
sel ecting a basic assortnent of goods. List the advantages and di sad-

vant ages of each.
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SESSION 3.3
ECONOM € PURCHASE
hjective: To enable trainees to use the noney avail able for pur-
chase of goods in the optinal way and to explain the
rel ati onship between avail abl e capital, purchase inter-
val s, assortnment of goods, sales and gross surplus.
Tine: 1 - 2 hours.
Material Exerci ses "Purchase Interval s",
"Quantity Di scount”
Session Quide:
1) Distribute copies of the exercise. (If the exercise is adapted to

| ocal conditions, note that figures should be chosen to render the

calculations fairly sinple, with obvious concl usions.)

Ask the trainees to read through the paper. Meanwhi I e, draw a
table like the one bel ow on the chal kboard. Do not as yet fill in

any figures.

Purchases

lst week 2nd week 3rd week 4th week

Item _—
Bags |Cost [Bags {Cost [Bags |Cost [Bags |[Cost
Sugar 2 400 2 400 2 400 2 400
Rice o 1 400 1 400 1 400 1 400
Maize flour 2 600 1 300 2 600 1 300

Wheat flour 1 200 - - 1 200 - -
Total cost 1,600 1,100 1,600 1,100




Show t he trainees how to begin the exercise by filling in some of
the figures in the table. Then ask themto conplete their own cop-
ies, finding the answers to all questions in the paper. Assi st

them as needed. Allow about 20 mi nutes for this assignment.

Ask for the answer to question la). (This can be read directly

fromthe table on the previous page.)

Ask for the answer to question Ib). (This can al so be seen from
the table.) Note that a maxi mum $1, 600 is needed for weekly pur-
chases but that $1,100 is sufficient for every other week, because
some goods will remain in stock; purchases can be reduced. |If pur-
chases are made fortnightly, $2,700 is needed; a capital of $5,400
is needed if purchases are nmade only once a nonth. Point out that
$1,600 is enough to keep a stock of four commodities in the first
case (weekly purchases), whereas in the second case (nonthly pur-

chases) all the noney is spent on the stock of sugar

Ask for the answer to question 2a). Fromthe table, it can be cal -
cul ated that the gross surplus for the nonth amounts to $540. Em
phasi ze that this is attai ned when goods are purchased weekly with
only $1,600 invested in the stock.

G oss surplus in one nonth:

Sugar 8 x $20 = $160
Rice 4 x $40 = $160
Mai ze fl our 6 x $30 = $180
VWeat flour 2 x $20 = $ 40
$540
Ask for the answer to question 2b) Qoviously, when it has to use
all avail able nmoney for sugar, the society will nake a surplus of

only $160 in a nonth. No other goods can be stocked or sold be-
cause all the noney has been used to buy sugar.

Ask the trai nees what conclusions they have drawn fromthese exer-
ci ses. Make sure they understand that

- less noney needs to be invested in goods if purchase intervals
are short;
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shorter purchase intervals nmake it possible to afford a w der

assortment of goods.

They shoul d al so understand that a wi der assortment of goods will

i ncrease the sales and thus the total gross surplus

Have the trainees |ook at the table again. Wiy is it not possible
to spend | ess than $200 on wheat flour, even when the purchase in-

terval is one week?

The obvious reason is that the minimim wholesale quantity is one
bag, i.e. 50 kg. The society actually needs only 25 kg (half a
bag) at a cost of $100 per week but it has to buy the full bag at
$200 i nst ead.

Suppose the society sells only 5 kg of wheat flour a week. Ask the
trai nees how many "extra" kilos the society has to purchase and the

cost of that extra quantity. (Correct answers are 45 kg and $180.)

Explain that, in this case, a gross surplus of only $2 a week is
earned on the sale of 5 kg of wheat flour. Nothing is earned on
the other 45 kg that remain in stock. Thus, the $200 spent on
wheat flour yields a weekly gross surplus of $2. Conpare this with

t he $200 spent on sugar which results in a weekly gross surplus of
$20 because every kilo is sold.

The point is that no gross surplus is earned until a commuodity is
sold. Therefore, purchase of goods likely to remain in stock for

| ong periods should be avoi ded.

Let the trai nees know that so far the exampl es have been kept
sinple to illustrate the nost inportant rule of stock nmanagenent:
purchases nade at short intervals and in snmall quantities are

usual |y the npbst economical. But there might be exceptions.

G ve the trainees about ten mnutes to find arguments against short
purchase intervals and snmall quantities. Let themwork together in

groups of two or three



Then di scuss their

sponses:

argunents with the whol e group.

Typical re-

Arguments

Comments

Preparing an order and
carrying out the purchase
take time - frequent or-
dering increases work.

The resulting wider assortment of
goods, increased sales, and higher
gross surplus are usually worth
more than the extra work.

Frequent purchases will
increase transport costs.

The increased costs will prob-
ably be covered by increased in-
come from the sales.

Purchase of small quan-
tities could lead to "out-
of-stock" problems in the
shop. There 1is no

"buffer stock" in the shop
if supplies are not deliv-
ered on time.

A difficult problem. It is gen-
erally advisable to purchase a
little more than you expect to
sell. Larger buffer stocks or
rationing could be introduced 1if
supplies of important items are
often irregular. On the other
hand, goods may deteriorate or
be spoiled if stored too long.
Frequent hoarding can make it
difficult to revert to normal
sales practice.

Purchase in large quan-
tities might render lower
prices (''quantity dis-
count").

This is bad business practice if
the goods remain unsold for a

long time. It could be good busi-
ness if it makes it possible to
sell more goods at reduced prices.

Inflation could increase
the value of the stock.

A high rate of inflation could
make it profitable to purchase
large quantities of goods when
price increases are expected.
the negative effects of large
stocks and the danger of deterio-
ration must be considered.

But

Distribute copies of the exerc

ten minutes for the assignnent.

se "Quantity Discount”. Al |l ow some

Then ask sone trai nees to show how

t hey have cal cul ated the answers.

a) 5 boxes @ $240
5 boxes

Quantity discount $

$1, 200 (one by one)
$1,140

(five at a tine)
60
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b) e by one Five at a tine

Selling price per box $ 270 $ 270

Cost price per box - 240 - 228

Gross surplus per box 30 42

G oss surplus per week $ 10 $ 14

(One box is sold in three weeks)
c) e by one Eive at a time

G oss surplus per week $ 10 $ 14

I nvested capital 240 1, 140

G oss surplus 10 = 4.17 14 = 1.23

per $100 invested 2.4 11.4

Sonme trainees may object that these figures hold true only briefly
because the capital invested in stock is as indicated above anly
imediately after the purchase. (It will gradually becone | ess as
the cocoa is sold.) The above calculation is valid only if the

nmoney col l ected fromthe sale of cocoa is kept until it is time to
renew the stock. In practice, it is likely to be used for purchase
of other goods. Therefore, it is nore correct to say that on aver-

age only half of the ambunt spend on purchase is actually invested

in the stock. This would change the figures as indicated bel ow.

(ne by one Eive at atinge

G oss surplus per week $ 10 $ 14

I nvested capital 120 570

(average)

G oss surplus 0 = 8.33 14 = 2.46
per $100 i nvested 1.2 5.7

(Either of the calculations nmay be used, since the conclusion wll

be the sanme, of course.)

Ask the trainees to raise their hands to indicate their purchase
recomendati on (single box or five at a tine). Ask someone in

favour of one box to explain why.

- The discount will increase the gross surplus on cocoa by $4 a
week. But the society must use nmuch nore capital to get this

smal | increase. If the sanme anount were to be spent on pur-



chase of other items in demand, the society would probably earn

nore noney.

Thus the trai nees should cone to the conclusion that the society

could earn nore gross surplus if only one box is purchased and the

rest of the capital is used for purchase of other goods - provided
those are demanded itens.
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Purchase Intervals

A co-operative society is selling sugar, rice, maize flour and wheat
flour. All these conmodities are supplied by the Co-operative Wol e-
sale Society in bags of 50 kilogram Smaller quantities cannot be sup-

plied. Cost price per bag, gross surplus per bag sold, and expected
weekly sales are as foll ows.

Cost price G oss surplus Weekly sal es
per bag per bag
$ $ kg
Sugar 200 20 100
Ri ce 400 40 50
Mai ze fl our 300 30 75
Wheat fl our 200 20 25

Assi gnnent

1) Purchase of goods coul d be made either once a week, once a fort-
ni ght or once a nonth. (One nonth = 4 weeks.) Using the table

bel ow, calculate for each alternative
a) the minimmquantity of each cormpodity to be purchased

b) the total anopunt needed for purchase of goods.

———

lst week 2nd week 3rd week 4th week
Item
Bags |[Cost |Bags |Cost {Bags |Cost |Bags |[Cost
Sugar
Rice

Maize flour

Wheat flour

Total cost




Assignnent . cont.

2) a) Assune that the society has only $1,600 avail abl e for purchase

of goods. This allows it to purchase a stock of all four com
nodi ti es weekly. Cal cul ate how nuch gross surplus the society
will earn in this way in one nonth.

b) Assune that all the avail able nbney is used instead to buy 8
bags of sugar, which will last for one nonth. How much gross

surplus will the society earn in this way in one nonth?
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A whol esaler is offering the foll ow ng:
C E :
1 box $ 240
5 boxes $1, 140
The selling price per tin is $9.00. A certain co-operative shop

usual ly sells about ten tins a week.

Assi gnment

Cal cul ate the discount if the shop buys five boxes at a time in-

stead of one by one.

How nmuch is the gross surplus on cocoa per week
- if one box at a tinme is purchased?

- if five boxes at a tinme are purchased?

How much is the gross surplus per week an each $100 jnvested in the

st ock of cocoa
- if one box at a tine is purchased?

- if five boxes at a tine are purchased?

Woul d you reconmend that the co-operative purchase one or five at a

time?
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Session 3.4
HON TO DFVFI OP THE STOCK RANGE
hjective: To enable trainees to nmaintain and devel op an assort-
ment of goods, considering increase in resources,
changes in custonmer demands, introduction of new prod-
ucts, and supply problens.
Iine: 1 - 1 1/2 hours.
Material Case-study "Unwanted Merchandi se"
Session Qiide:
1) Ask the trainees why the original assortnent of goods for a co-op-

erative shop will sooner or |ater be changed. The co-operative

will stop selling certain itens and start selling others. \Wy?
- Low demand. Too few custoners buy a particular commodity.

- Suppl y probl ens. An article is no | onger available from whol e-

sal ers.
- New products. \Whol esal ers offer new commoditi es.

- I ncreased capital. The co-operative has nore noney for pur-

chase of stock.

Di vide participants into groups of sone five nmenbers and distribute
the case-study "Unwanted Merchandi se". Al'l ow the groups up to 30

m nutes to conplete the assignnents.

Reconvene the groups. Ask a representative fromone group to ex-
pl ai n why he thinks the customers do not buy the tea and if he rec-
onmends its exclusion from stock. Ask the other groups if they
came to the sanme concl usi on. Request conment from anot her group on

the tomato sauce, and so on.



The intent of the case is to make trainees aware that a shop nan-
abserve which itens do not sell find the likely
and take action.

ager nust wel |,

reason, There m ght be several possible expla-

nations and appropriate actions.

Commodity

Explanation

]

Actions

Black Bond Tea

Less expensive in
large packet.

Customers may pre-
fer other brands.

e

Stop selling tea in
small packets.

Change to or add
another brand.

Harrold's
Tomato Sauce

More expensive than
the ordinary type.

Customers may like
bottles better
than tins.

Customers may not
be familiar with
this brand.

Customers may dis-
like this brand.

Replace a familiar
item with another
only if equal in

price and quality.

Sell out the tins
at reduced price.

Purchase Henry's
again or, if it is
no longer available,
try to find another
brand in bottles.

Razor Blades

Customers did not .
know that the shop
was selling razor

blades.

Display the razor
blades so that they
will be noticed by
the customers.

Crafts Cigarettes

Advertising has
convinced many
smokers to change
to other brands.

Smokers find new
brands more tasty.

Crafts are expens-
ive compared to
other brands.

Exclude Crafts from
the stock range.

Cheapy Soap

—_—a

Customers tried it
because of the low
price but did not
like it.

Exclude this soap
from the stock
range.
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Commodity

Explanation

Mary Biscuits

The private trader
has temporarily cut
the price to at-
tract more cus-
tomers.

The private trader
buys large quan-
tities and gets a
discount.

Actions

This is not a stock
range problem but a
marketing problem.
Keep the biscuits.

If the co-operative
cannot sell at the
same low price it

might be better to

exclude the bis-
cuits from stock.

To get the groups' answers to question 3, invite one trainee from
each group to step forward. Ask sonme of these to argue far and
sone against the purchase of substitute goods when those normally
purchased are not available at the whol esaler. Qther trainees my

join as advocates pro or con.

Argunents for purchase of substitutes:
- A shop w thout stock cannot benefit its menbers.

- The co-operative nust sell a certain amount of nerchandi se to

neet expenses.

- People will accept substitute commodities, especially if they

realize the one they are used to is not avail abl e.

Argunents against purchase of alternative goods:

A shop stocked with goods that the custoners will not buy can

give neither benefit nor incone.

The co-operative may run short of noney when the nore fanmiliar
conmodi ti es beconme avail able again if substitute goods have

al ready been purchased
Many custoners are reluctant to buy unfamliar goods.

If the co-operative purchases whatever happens to be avail abl e
at the whol esal er, nenbers cannot trust that their demands will

be satisfied.
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If the best (nobst popular) brand of detergent, for exanple, is
out of stock and is replaced by an alternative one, nost cus-
tonmers will stop buying it as soon as the original one becones

avai | abl e agai n.

Fromthis debate trainees should appreciate that purchase of sub-

stitute goods nust be done with great care

Ofer the follow ng exanple for discussion

A co-operative operating the only shop in town has decided to pur-
chase goods weekly instead of every other week. It will purchase
goods in smaller quantities and therefore be able to afford a
greater variety of comodities than before. Batteries, for
exanmpl e, have so far only been sold in nediumsize, the standard
type. Sonme custoners have asked for the sanme size but in the nore
expensive long-life type. O her custoners clai mthey cannot use

the medium size at all but need small size batteries.

Ask the trainees which battery they recommend the co-operative add
to its stock if they can afford only one nore type: the long-life

medi um si ze, or the smaller size

The correct answer is the small size batteries. Custoners requir-

ing that size do not now buy any batteries in the shop but want to
do so. By meeting that need, the co-operative will provide better
service, and its total sales and gross surplus will also increase.

Those wanting the medium size long-life type today buy the standard
type. If the shop were to start selling the long-life variety, the
custoners might buy it instead, but the total sales would remin

approxi mately the sane.

The point to be emphasized is that when a co-operative can afford
to expand its stock range, commodities should be selected that are

nost likely to increase sales and inprove service
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Unwant ed Merchandi se

Jimis the manager of Ruhawa Co-operative Shop. He is preparing the
weekly order and as usual he checks what is left in stock before order-
ing. He notices that there is al nost the sane quantity of sone nmer-
chandi se as | ast week. He is quite sure that it is a rather long tine

since these goods were |ast ordered. Wy don't these itenms sell?

Black Rond Tea, packets of 125g at $4. 20

The same brand is also sold in 2508 at $7.60, a size that outsells the
smal | er one. Jimknows that nost people drink a |lot of tea; he is sur-
prised that they do not buy nore tea in his shop. He checks to see if
ot her shops charge | ess. They do not, but they do stock sone ot her

br ands.

Harrold's Tonmato Sauce in tins, $3 30

The co-operative usually sells Henry's tomato sauce in bottles at

$2. 25. But the last tinme Jimordered tomato sauce, Henry's was not
avai |l abl e at the whol esal er. Jimwas advised to replace it with
Harrol d's.

Razor Bl ades, standard type, $2. 20 per packet

Ji m opens the drawer of the counter where small itens are kept. He
finds that the whole stock of razor blades is still there, untouched.

Crafts Cgarettes $3 50 per packet

This brand was very popul ar | ast year. Now nost people snoke Corfu and
Bl ack Pant her.

Cheapy Soap, $0.50 per piece

This | ow priced soap was introduced two nonths ago. It sold extrenely
well in the first few weeks; nobody wanted any ot her brand. But now

only the old well-known brands are selling again.
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Biscuits Mary, $2 75 per packet

These have al ways been very popul ar biscuits, but sales have dropped
lately. Sonme custoners have conpl ai ned about the price. They claima
private shop charges only $2.50 per packet. Jimwent there to check
and found plenty of biscuits displayed. He had no problem finding the

low price - it was witten in big figures on a poster.

Assi gnment

1) List as many reasons as possible why custoners do not buy the com

nodi ti es nmenti oned.

2)  which commodities do you advise the Ruhawa Co-operative to exclude

fromits stock range?

3) Wien Jimfinds that sonething he has planned to purchase is not
avail abl e at the whol esal er, he could either buy another commodity
or he could save the noney until the item he wants can be obtai ned
again. Di scuss and note advantages and di sadvant ages of these two

al ternati ves.
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sales and services
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Session 4.1 Co-operative Salesmanship
Session 4.2 Service

Session 4.3 The Sales Process
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SESSION 4.1
CO OPFRATI VE SAI ESMANSH| P
(hjective: To enable trainees to explain the neaning of "co-oper-
ative sal esmanshi p” and the need for good sal esnen in
a co-operative shop.
Tine 1 hour.
Sess| i de
1) Draw the follow ng table on the chal kboard, wthout filling in any

figures as yet.

Monthly sales $25,000 $30,000 $20,000 $15,000
Gross surplus

(Average trade margin 10%) 2,500 3,000 2,000 1,500
Monthly cost of

running the shop 2,000 2,000 2,000 2,000
Net surplus (loss) + 500 | + 1,000 0 - 500

Tell your trainees that a certain shop had monthly sal es of $25, 000
and operating costs of $2,000. Fill in these figures in the first
colum of the table. The shop had an average nmargin of 10% Show

the trainees how to cal cul ate the gross and net surplus.

Have each trainee calculate the net surplus or loss if sales were
$30, 000, then $20,000 and finally $15,000. They should assune that
the margin and the operating costs remain the same. Point out that
i n nost shops sal esmen can probably increase sal es wthout increas-
ing running costs by much. After each exanple, ask the trainees

for the surplus or loss and fill in the table accordingly.

Enphasi ze the conclusion that profit or |oss depend to a great extent

upon the quantity of goods sold. This applies to any kind of shop.

It is as inportant for a co-operative shop as it is for a private or
st at e-owned business to achieve a | evel of sales sufficient to cover

operating costs and avoi d | oss.
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Ask the trainees what a salesman mght do in order to sell nore
Encourage themto nention all possible ways of increasing sales.
They should not question at this stage whether or not the neans

suggest ed woul d be acceptable in a co-operative shop

Not e each suggestion on the chal kboard. Try to elicit nost of the

neans of sal es pronotion listed bel ow Ask trainees to copy the
list. Illustrate each suggestion so that the trai nees better
understand and renenber it. Ask the trainees to give other illus-
trations.
Means Illustrations, examples
Be polite and friendly - "Good morning, Mrs. Rama. Can
so that customers feel wel- I help you?"
come and enjoy visiting
your shop. - "Welcome again, Mr. Jason."
Offer quick service A salesman is arranging goods
Attending to customers is for better display. He stops
the first duty of a sales- as soon as he sees a customer.
man. Any other work must
wait.
- - -- —
Display the goods - "Please take a look at our
so that customers can selection of bowls and cups.
readily see what is avail- I'm sure you will find some-
able. thing suitable, Mrs. Comoro."
Promote by talking - "We have a very nice shipment
so that customers take no- of oranges just in."
tice of certain items. Try
to interest them in buying - "Have you seen these nice bath
something they had not towels, Miss Asila?"

originally had in mind.

Promote by advertising A nice poster with large let-

so that customers spot cer-— ters:

tain goods and become "Fresh Orange Juice

interested. $ 2.00/bottle"

Satisfy the needs - "I think this green T-shirt is

of the customers. what you are looking for,
Madam. Pure cotton and medium
size."

Explain about your goods - "This is a very strong piece

so that customers know how of cloth. It will not shrink,

to benefit from them. but be careful when washing it

the first time because the
colour may bleed a little."




Means

Illustrations, examples

Provide information about
new goods

or goods not found in the
shop every day.

"Have you tasted this new lem-
onade, Mrs. Miller?"

"Today we have got a nice
selection of chickens."

Remind the customers
about goods they might for-
get to buy.

Suggest alternatives
if a wanted item is not
available.

"Nothing else you need today,
Mrs. Belah? Sugar, margarine,
bread..."

"Sorry, Crown Biscuits are out
of stock. But have you tried
Rex? They are very popular.”

Suggest complementary items

which might be useful
together with the item
sold.

"You have chosen an excellent
pair of shoes, Sir. Would you
like some shoe polish in the
same colour?"

Allow trials and tests
when customers are not sure
the items are suitable.

"Perhaps you would like to try
the sweater on?"

"We are introducing a new lem-
onade. Would you like to
taste it?"

Offer gifts

on special occasions, anni-
versaries, etc.

Put up a large poster:
"Free shopping bag to all mem-—
bers on our Anniversary!"

Offer a bargain price
to customers who have to
bargain.

"Okay, you'll get it for

$12.50.- That's a special
price for you."

Reduce the price

to get rid of goods which
have been in stock too
long.

Offer a quantity discount
for goods sold in large
amounts.

"This fruit is very ripe and
needs to be eaten today. I'll
sell you what is there for
half price."”

Advertising poster:
"Buy five bars of soap and get
one free."

Offer credit
if a customer does not
bring enough money.

"Don't worry, Mr. Sands. You
can pay the balance next week."

-

3) Discuss which of these nethods can be used in a co-operative shop.

Ask the trainees to | ook at them fromthe nenber/custonmer point of

Vi ew. What woul d the nenbers

li ke or dislike? Mark the nethods on

the chal kboard with + or - accordingly.

Some met hods may not be clearly |iked or disliked. Di scuss t hose

met hods thoroughly. Try to get coments |ike the following.
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Means Comments
Promote by talking, A customer appreciates it if a
reminding about news, salesman makes him notice or
suggesting goods, etc. remember something he would

really like to buy. But he
does not want to be troubled by
a too-talkative salesman who
tries to persuade him to buy
things he really does not want.

Explain about the goods. Customers like to know the good
points and the characteristics
of goods. They dislike state-
ments which later prove false
or exaggerated.

Reduce the price, offer Everybody appreciates a low
discount, etc. price. But if a shop occasion-
ally offers discounts, the cus-
mers never know for sure
whether they are paying the
lowest possible price or not.
If bargain prices are offered
to some customers, others will
feel cheated.

A co-operative price is a low
fixed price, the same for all
members. Any discount or re-
duction should be fair and
open to all members.

Offer credit. Credit may be appreciated by a
customer who did not bring
enough money. But it can also
cause problems, because people
spend more than they can af-
ford. Therefore most co—-oper-
atives do not allow credit.

Offer gifts. Gifts must be distributed
fairly and only for the purpose
of promoting sales.

— S

Sum up the session by asking trainees to state in a few words the
nmeani ng of "co-operative sal esmanshi p”. The answer shoul d reflect

these two inmportant aspects:
serving the nenbers and selling as nuch as possible.

Make sure that everyone fully conprehends the follow ng points:

Selling "as much as possible" does not nean inducing the menbers
to increase their consunption; that is npnot the aimof a co-oper-
ative shop. But if many people come to the co-operative to buy

everything they need, the sales will increase. The increased
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sales, in turn, will inprove the econony of the shop. Stock
range can be increased and prices reduced; thus the nenbers

t hensel ves gain fromthe increase in sales.

A co-operative sal esnan should always do his best to help
custonmers find what they need.

A co-operative sal esman shoul d not persuade people to nake pur-

chases which they may later regret.
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SESSION 4.2
SERVI CF
hjective: To enabl e trainees to appreciate the concept of "ser-
vice"; to identify and understand the nenbers' need for
service and the way to create a pl easant atnosphere in
a shop.
Tine: 2 hours.
Materjal : Di al ogue "Good Service"

Briefs for role plays "Service".

Session Q@Qiide:

Let the trainees know that they are going to listen to a dial ogue
bet ween Janes, a sal esnan, and Anne, one of his custoners. After
t he di al ogue the trainees should be prepared to tell why they think

Anne likes to do her shopping in James' store.

Pl ay the pre-recorded di al ogue on a tape recorder or ask two

trainees to read it. (They should have rehearsed it earlier.)

Allow the trainees a few mnutes to nmake notes and to di scuss the
case in small groups before offering their comments. Not e their
responses on the chal kboard under the heading " Custoner's Ben-
efits":

- Anne is treated like a friend. She finds it nice to deal with a

sal esman who knows her and on whom she can rely.

- Anne gets the itens she wants even when sone extra effort is re-

qui red (sharing a packet of rice, putting aside some sugar, re-

serving salt). Janes even knows which cooking oil she prefers.

- Anne gets advice. Janes informs her about a new detergent which

is likely to be a better choice for her.

- Anne gets special favours. She gets a discount and a box to
carry the goods.
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Al t oget her:

- Anne gets very good service.

Enphasi ze that Janes, by offering good service, manages to sell a
| ot . Ask the trai nees what Janes hinself gains fromthat. Note
their answers on the chal kboard under the heading " Salesman's Ben-

efits":

- lncome. Janes earns his living as a sal esman. Good sal es
guarantee that the business will continue and generate a secure

income to him

- Satisfactian. The good service is appreciated by the cus-
toners. James feels that he is respected and |i ked. He enjoys
the j ob.

Tr ai nees should agree that both custonmers and sal esnmen benefit from

good service.

Ask the trainees if they can picture Janes working in a co-operat-
ive shop. Ask sone of those who do not think so for their
reasons. They are likely to nention that Janes seens to give

speci al favours or service to one custoner, but not to others.

Li st exanpl es of such services on the chal kboard.

- Discount.

- Free packing material (a carton, free of charge).

- Supply in spite of shortages (the sugar had been set aside).
- Personal reservations (salt was to be reserved).

- Splitting standard packages (the rice bag was split).

Ask the participants if they think that other custoners al so want
such favours. Repeat the question for each service in turn and
note the opinion of the majority. You should get a table something

like this.
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Services Wanted by
Di scount al
Free packing materi al sone
Supply in spite of shortages many
Per sonal reservations a few
Splitting standard packages a few

Qbviously, the desire for special service varies from one customner

to anot her. Ask for exanples of other services which would be ap-
preci ated by sone customers and add themto the list. Agai n, ask
if every custoner would want that service. Wil e the answer is

probably no, there would certainly be problens if the same service
could not be offered to everyone wanting it. For exanple, there

m ght not be enough enpty cartons or sugar to neet the demand.

Ask the trainees whether other custoners would suffer if some cus-
tomers are given discounts in a co-operative shop. The correct
answer is yes, because such a practice will reduce the surplus
whi ch belongs to all menbers.

Present the following case to the trainees:

"Sugar has been out of stock in all shops for a nonth. But now a
co-operative society has managed to get a supply of it. Even be-

fore the shop is opened in the norning, a crowd of people begins

lining up in front of the door. The manager knows there is not
enough sugar for all of them The stock will be finished very
fast."

What woul d the trai nees advi se the manager to do by way of provid-
ing the best service? Have them discuss the case in small groups

before presenting their solutions.

When al | suggestions have been nmade, ask the trainees to vote for
the one they think best. Enphasize that the best solution satis-
fies as many nenbers as possible. (A good manager woul d al so do

somet hi ng about the waiting-line itself.)

Sum up what has been discussed in this session so far. The fol |l ow

i ng basic points about service in a co-operative shop should be

elicited:



- Different custonmers require different services.

- A custoner should be given the special individual service he

needs, as long as it does not affect service to other custoners.

- Services very nuch in denmand should be offered to all custoners

(or as many as possible).

- Services nust be offered in a just way. The co-operative may
give priority to its menbers if a particular service cannot be

offered to all custoners.

Tell the trainees they are now going to watch sone "plays" to pro-
vi de ideas for discussion about the concept of service - what we
mean by it and how we can provide it in our shops. Sone trainees
will be asked to play the role of sal esnen or custoners. The
others will observe and subsequently discuss the way the sal esnman

served the custoner.

Fromthe role plays included here, select those nost rel evant and/

or prepare others which might better fit the |ocal situation

Sel ect a sal esnman for each rol e play. G ve each the sal esnman's
brief (instructions) and ask himto prepare to receive the cus-

tomers and offer services in a way he thinks appropriate.

Distribute the custoner briefs to all other trainees. Let them
read these and deci de which custoners they would |ike to play.

Sel ect a player for each custoner role, as far as possible in ac-
cordance with their w shes. (It may be a good idea for the in-
structor to take the role of Customer A to "break the ice" and give

a good exanple of howto play a part.) Allow a few nminutes for the
pl ayers to "think thenselves into the roles".

In the neantine, nake a sinple arrangenent in front of the room
with a desk and sone things which can represent the goods to be

sold in the "shop".

Ask Sal esman A to | eave the classroomfor a minute, while Custoner
A introduces her/hinself, referring to the brief and giving sonme

additional information, so that everybody understands what specific
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type of custoner she/he will play. If the player does not seemto

be quite clear about the role, explain how she/he should behave.

Cal | Sal esman A. Enphasi ze again that the sal esman should do his
best to offer good service. Then ask the players to performwth

the other trai nees as audi ence.

After the play, invite comment on the sal esman's way of serving the
cust omer. The audi ence should nenti on what was done well and

suggest possi bl e ot her services.

Repeat the procedure with the role plays that foll ow (Sal esnan B

and Custoner B, etc.).

Speci al comrents for each play:

A The sal esnman shoul d be very careful not to sell a substitute
for the out-of-stock itemif it does not fully satisfy the cus-

toner.

B There is no need to waste time with unnecessary questi ons and

suggesti ons when custoners know exactly what they want and are

in a hurry.

Asking this custonmer to wait for change is not acceptabl e;

anot her sol ution nust be found.

C Taking tine and just talking with a custoner who likes it is
al so a kind of service. But discuss what the sal esman shoul d
do in case other custoners are waiting. (Arrange for two nore
"custoners” to enter the shop soon after Custoner C and wait

for their turn to be served.)

How well did the sal esman explain the features of the goods?

What exactly did the custoner want to know, and why? Was he

satisfied with the expl anations given?

D Did the sal esnan behave so that this custoner will cone back to

the shop? WIIl he becone a "regular"” and eventually a nenber?
E Did the sal esman do anything to recruit a new nenber?
F Did the behavi our of the salesnan alter the custoner's nood?

G The sal esman shoul d give no sign that he is feeling incon-

veni enced.
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H In a co-operative all nenbers enjoy the sane fair prices; no

speci al discounts should be given to just a few people.

If a custonmer picks up a newspaper and puts the exact change on
the counter, he will not really delay service to other cus-
toners; it nmay be good service to accept and even encourage
such habits.  But discuss the problenms of "drawing the Iine",

and whet her conm ttee nenbers shoul d have special service.

Concl ude the session by enphasizing the all-inportant rule that a
sal esman should be kind and polite to all custonmers. It is a chal-
Il enge to satisfy all kinds of customers and nake them want to re-

turn to the shop.



Sal esman:

Cust omer:

Sal esman:

Cust omer:

Sal esman:

Cust omrer

Sal esman:

Cust oner:

Sal esman:

Cust oner:

Sal esman:

Cust omer :

Sal esman:

Cust omer:

Sal esman

Cust omer:

Sal esman
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Good Service

Good norning, Anne.

Hel | o, Janes. How are you today?

Fi ne, thank you. What can | do for you?

| would like two litres of mlKk.

Yes, certainly.

And rice. Three kil os, please.

We have bags of two kilos, but | can easily split one bag

for you.
Very good. Then I'Il need a tin of cooking oil
You prefer the sunflower oil, don't you?

Right. That's what | always buy. Then sone sugar, please

We are short of sugar now, but | have kept sone in the
back. Wuld two kilos be all right?

Oh, yes, how kind of you, James. Have you got salt, too?

Fi ni shed, |I'm afraid. But we expect sone this afternoon
Shall | reserve a packet for you?
Pl ease do. ['Il come for it tonorrow

Anyt hi ng el se you need?

No ... Yes, | had better buy detergent, too.

Try this new brand. It is $8.50 - a little nore than the
others, but nuch nore efficient. You use only half as nuch

powder for the same size | oad.
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Cust oner:

Sal esman:

Cust oner:

Sal esman:

Cust oner:

Sal esman:

Good. I"I'l try it. That's all, thank you.

That will be $34.75. "1l give you a bit of a discount.
$34 will be all right.

Thank you very much, Janes. Oh, | forgot to bring ny
basket .

Don't worry, Anne. |'ll give you a carton.

Thanks.  Good-bye, Janes.

You are wel come. See you again,

Anne.
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Role plays "Service"

Briefs for the sal esnen

Brief for Salesmmn A

You are a salesnman in a co-operative shop. One of your regular cus-

tomers comes to buy sone food. The third item she asks for (whatever

it is) is out of stock.

You know that the custoner is careful with her nobney. She has a big

famly.

Attend to the custoner and try to satisfy her needs.

Brief for Salesman B

You are a salesman in a co-operative shop. You have just sent your at-
tendant to the bank to get some nore change, because the cashbox is
al most enpty. She shoul d be back any m nute. And now you have to
serve one of your regular customers who usually knows exactly what he
wants and often seens to be in a hurry. Let us hope that he has the

exact change for his purchases.

Brief for Salesman C

You are a salesman in a co-operative shop. You are now to serve a cus-
toner who is well known to you. He is retired and comes very often to

the shop just to buy one or two things.
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Brief for Salesman D

You are a salesman in the co-operative shop. You know nost of your
customers quite well but the one before you is not fam liar. Perhaps

he is newin the village.

Brief for Salesman E

You are a salesman in the co-operative shop. Sugar is out of stock in

all shops in town, but now your shop has managed to get a limted sup-

ply-

You have been instructed to distribute the sugar in a fair way so that
all nmenmbers will get some. So far you have all owed each nmenber to buy

two kilos and you think there is enough stock left.

A man, whom you know is neither a regular custoner nor a nenmber, enters
and asks for sugar. You nust decide on your own how to attend to the

cust oner because the manager is not present.

Brief for Salesman F

You are the salesman in the workers' co-operative shop at a factory.
You stock green and black tea. For the tine being, green tea is only

avail abl e in | arge packets.

The custoner who is entering the shop is a worker at the factory. It

is raining heavily and he is quite wet.
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Brief for Salesnman G
You are a salesman in the co-operative shop. You are tired after a
busy day. It is closing tinme. Wil e you are | ocking the door, a cus-
tomer cones rushing to the shop.
____________________________________________________________________ Cut
Brief for Salesnan H
You are a newy enployed sal esman in the co-operative shop. An ol d

friend of yours enters the shop. He often canme to see you in the shop

wher e you wor ked bef ore.

Brief for Salesnman |

You are a salesman in the co-operative shop. The shop is full of cus-
toners. You are just about to start attending to one of them who has

been waiting a long tine, when a committee nenber enters the shop.
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Role plays "Service"
Briefs for the custoners
Brief for CQustoner A
You have a big famly and a snmall incone so you have to be careful when
spendi ng your noney. Today you need to buy five specific food itens.

Wite them down on a piece of paper and go to the co-operative shop to

buy them You are a nenber of the co-operative.

Brief for Custoner B

You are a very busy person and plan your shopping carefully. You are a
regul ar custoner of a co-operative shop. You appreciate fast and accu-

rate service. Today you need to buy four different itens. You know
exactly what types, brands and sizes you want. Go to the co-operative
shop to buy them Unfortunately, you have no change, only a hundred-

dol I ar note.

Brief for Custoner C

You used to visit your co-operative shop alnost daily. O course, you
coul d plan your shopping better but you like to drop in now and then to
buy a few things and to nmeet sone peopl e and maybe hear sone gossi p.

You are retired and have plenty of tine.

You now go to the shop and buy two things (for instance, a razor and a
tin of marmal ade). Take your tine, have a chat with the shop attendant
about the | atest episodes in the village, and ask hi m about the things

you are going to buy, so that you are sure you get quality goods.



Brief for Custoner D

You have recently settled in this place. One of your nei ghbours has
told you to try the co-operative shop. Prepare a list of five food

itens and go to the shop to buy them
When you have paid, you discover that you need sonething to carry the

goods in. Unfortunately, you did not bring a basket. Ask the sal esman

to hel p you.

Brief for Custoner FE

You know there is a co-operative shop in town but you have al ways pre-

ferred the private shops because you find their service better.

For sone tine it has been difficult to buy sugar. You have tried all
the private shops but failed to get any, although you suspect that some

of them keep a stock for "special" customers.

Now you have heard that there is sugar available in the co-operative
shop. You rush there to get sone. Try to convince the salesman to
sell you sone sugar even though you are not a nmember of the co-operat-

ive.

Brief for Custoner FE

You have had a terrible day. In the nmorning, you overslept. You ar-
rived late to work and received a strong war ni ng. Then you had a bad
lunch in a hurry. In the afternoon, you got wet paint on your new
trousers. When goi ng hone, you had to run to catch the bus. Then you

remenbered that you had prom sed to buy sugar and tea. You left the

bus and wal ked to the shop in a heavy rain.

You are really in a bad nbod when you enter the workers' co-operative

shop.

You want the green tea, nediumsize packet.
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Brief for CQustoner G

You are going to prepare di nner when you di scover that the cooking oi
is all gone. You rush to the co-operative shop to buy sone and arrive

when t he sal esnan is about to | ock the door and | eave for the day.

Ask the salesnman to sell you sone cooking oil before he closes.

Brief for Custoner H

You have heard that a friend of yours has a new job as salesnman in the
co-operative shop. Wien he used to work in another shop, he al ways of -

fered you "a special price."

Go to the co-operative to see how he is doing and take the opportunity

to buy cigarettes and natches.

Ask himto give you a good price, as usual

Brief for CQustoner |:1

You have decided to go to the co-operative shop to buy five things

whi ch you have noted on a slip of paper.

Arriving at the shop, you find it crowded with custoners and you have

to wait for attention. The sal esnan has just turned to you, when a man

enters and insists on being attended to first. You object |oudly.

Brief for Custoner |:2

When you enter the shop, you find it crowded with people. You want to
buy just a newspaper and toothpaste, so you nake your way up to the
counter and ask the salesnan to give you that before he begins serving
t he next custoner. You think that it is OK , especially as you are a

menber of the shop committee
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SESSION 4.3

IHE SAIFS PROCESS
(hjective: To enabl e trainees to understand the rol e and appropri -
ate behavi our of a sal esman during the actual sales
process.

Tine 1 - 2 hours.

Mat eri al Di al ogues "The Sales Process | and I1".

Briefs for role plays "Selling".
. . :

1) Renind the trainees that in the previous session we dealt with the
concept of "service". We di scussed what we nean by service and
what services a co-operative shop should offfer. Explain that in
this session we will get to the core of a salesman's job.

Ask the trainees to fornulate briefly but precisely the basic duty
of a salesman in a co-operative retail shop. Try to elicit such
statenments as "to satisfy the custonmer's need for goods"” or "to
find out which goods a custoner needs and to sell those things".

Tell the trainees that we will now discuss how a sal esman can im

prove his performance during the actual sal es process.

2) Play the dialogue "The Sales Process I" on a tape recorder or ask
two trainees to performthe dialogue "live". (In the |latter case,
the trainees nust be well prepared and know the text by heart.)

Ask trainees to conmment on the behaviour of the salesman. Did he
manage to satisfy the custoner's needs? What were those needs?
VWat el se could he have done to satisfy then?

The trainees should cone to the conclusion that this was nat an
exanmpl e of a professional sal esman.

3) Tell the trainees that they are going to listen to a good sal esman

attending to the sane custoner. Request themto note particularly:



how the sal esman finds out the custoner's needs, and

how he satisfies them

Play the dial ogue "The Sales Process Il" or ask two trainees to

performit.

Repeat the dial ogue. Stop after each sequence, as indicated in the

text, and discuss the points |isted bel ow

Rice

This is an exanple of an unconplicated sale. There is no doubt as
to what the custonmer wants to buy. There is just one type of rice,

and it is available. This was an easy task for the sal esnan, |ike

nost sal es.

Detergent

The custoner did not request any particular type of detergent or
size of packet. There are several alternatives. Unless the sal es-
man can recall which one the custonmer usually buys, he should try

to determ ne which detergent will best satisfy her need. He has to

ask sonme questions.

Tell the trainees to assume that the custoner does not know nmuch
about detergents and has no preference for any specific brand. Ask
t he trai nees what questi ons the sal esman could ask to pinpoint

exactly what the customer needs. For exanpl e:

- Do you want a detergent for use in a washi ng-machi ne or for

washi ng by hand?

- Would you prefer a good but inexpensive type or the nore expens-

ive high-quality detergent?
- Do you want to wash in hot or cold water?

- Do you want a very strong synthetic powder? It is very effec-

tive, but some people with sensitive skin should not use it.
Tea

When an article is out of stock, a good salesman tries to find an

alternative to satisfy his customer. In this case it was an easy
task since there was a simlar tea in stock
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Ask the trainees to work in pairs for five mnutes, one trainee
asking for particular itens and the other trying to find alterna-

tives.

Concl ude by stressing that attenpts at substitution nmust not be
over done. The point is to politely suggest one or two alterna-
tives, not to bully a custoner into buying. There are goods for
which there is no alternative (salt, for exanple) and a sal esnman

must accept that he cannot nake a sale.

Tays

The custoner asked for toys, but what she really wanted was a
bi rt hday present for her grandson. If a salesman can learn the

real need of a customer, he might find alternative ways to satisfy
it.

G ve ot her exanpl es of goods which custoners request. Ask trainees
to suggest the real needs behind the requests and alternative goods

whi ch could neet them Here are some exanpl es:

Demanded Real need: Al ternatives:
item
Ri ce Basi ¢ food Mai ze fl our

Wheat fl our
Ti nned fish A di nner Ti nned meat
Pr ovi si ons for Dried fish

a j our ney

Col a Somret hi ng to drink Any soft drink
Lettuce Veget abl es Any veget abl es
Nails

A hammer is hardly useful unless you have got nails. The custoner

appreci ated the salesnman's renminder to buy this conplenentary jtem

Ask the trainees to suggest conplenentary articles to the foll ow ng

itens:



Cigarettes Knife

Shoes Pai nt s

Wheat fl our Radi o

Not ebook A length of cloth
Teapot Envel opes

Make a sumary of the sales process by stressing the nethod used by

prof essi onal sal esmen. Wite the followi ng key words on the chal k-

board
LI STEN
ASK QUESTIONS (to ascertain the needs)
ADVI SE (to neet the needs)

Divide the trainees into groups of three to five. G ve them sonme
ten mnutes to discuss what specific know edge a good sal esnman nust

possess.

Ask one group to wite its answers on the chal kboard/ OHP. Then ask

the other groups to contribute to the |ist.

Make sure the followi ng are included
know edge of what goods are in stock

know edge of the characteristics of these goods.

Stress the inportance of "product know edge". The trainees nust
appreci ate that wi thout sufficient know edge of his nerchandi se, a
sal esman can never fulfil his role as advisor to the nenbers. They

may | ook to other shops for the information and advice they need

Ask the groups to discuss the vital question

- How can a sal esman | earn about the merchandi se?

After about ten minutes, ask the groups to list their suggestions

on the chal kboard or on |l arge sheets of paper. Included should be:

Study the text on packages. (The labels often give exact infor-
mati on about contents and use of the product.)
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- Study informpation fromsuppliers. (The suppliers and manuf ac-
turers frequently provide pronotional and/or informational ma-

terial about the products.)

- Read test reports. (Sonme institutions carry out tests of con-

sumer goods. The results are often published in nagazi nes and

newspapers.)

- Use the product (This may be the nost effective way to | earn

the features of a new product.)

- Ask colleagues in the shop. (They may have used the product or

have received information which you m ssed.)

Ask.  for consunmers' comments (The customers will be glad to

tell you what they think about the quality and characteristics

of various products.)

rganise courses. (Informal study groups can be forned for this

pur pose. Partici pants can share their know edge and invite
specialists to teach about particular commodities, e.g. dairy

products, neat products, shoes, etc.)

Ask the trainees to share their experience with the various methods

suggested. Try to agree on the nost effective nethods.

Concl ude the session with sone role plays on the sal es process.
Divide the trainees into groups of not nore than ten persons. Ap-
point a | eader for each group, preferably an assistant trainer or

an experienced partici pant.

Tell the groups that they are going to practice sal esmanshi p. Some
will act as sal esnen, others as custoners. Each sal esman shoul d

try his best:

to nake the customer feel welcone (by greetings, polite manners,
etc.)

to discover the needs of the custoner (by listening, asking

questions);

to satisfy the needs of the custoner (by offering suitable prod-
ucts, giving advice, suggesting conplenentary itens, etc. - the

sal esnen are supposed to work in well-stocked shops).
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The group nmenmbers not acting shoul d observe the perfornance of the
sal esman. After each play they should comment on what the sal esman
did well and what he might inprove on. They should note especially
whet her he expl ai ned the characteristics of the nerchandi se in such

a way that the custoner really understood.

Di stri bute one set of custoner briefs to each group | eader. Ask
himto appoint actors and to | ead the di scussion after each pl ay.
(Note that the sal esnen are not allowed to see the briefs for the

customers.)



Sal esman:

Cust omer:

Sal esman:

Cust oner :

Sal esman:

Cust oner:

Sal esman:

Cust oner:

Sal esman:

Cust oner:

Sal esman:

Cust oner:

Sheet 4

The Sales Process |

Good norning, Madam  Wat can | do for you?

| would like two kilos of rice, please.

Here you are, Madam

| need a packet of detergent, too.

Yes, Madam
No, not that one. It's very expensive. | prefer Wite
Star.

You should have told ne earlier. Here you are, a snall
packet of Wiite Star. That's the cheapest packet we
have got.

Then | would like a small packet of Layton's tea.

|'msorry. Layton's tea is out of stock.

Ckay, I'lIl try to find it in another shop. Have you

got any toys?

No, we don't sell toys, Madam

No, of course not. That will be all, thank you.
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Sal esman

Cust oner:

Sal esman

Cust omer:

Sal esman:

Cust omer:

Sal esman:

Cust omer:

Sal esman:

Cust omer:

Cust oner:

Sal esman:

Cust omer:

Sal esman:

Cust omer:

Cust oner:

Sal esman:

Cust oner:

Sal esman:

Cust oner:
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The Sales Process ||

Good norning, Madam  What can | do for you?
I would like two kilos of rice, please.

Here you are, Madam Anything el se?

| need a packet of detergent, too.

Whi ch one do you prefer?

Wiite Star, please.

Do you take a | arge packet or a nediunf
How nmuch i s the bigger one?

It is $22. The |l arge one contains as much powder as two
medi um packets.  You'll save $1 if you choose the |arge

one.

Good. Gve nme a | arge packet, please.

Then | would like a small packet of Layton's tea.

I"msorry. Layton's is out of stock. But have you
tried G een Bond? It is alnost the sanme blend as

Layton's, and the sane price.
It doesn't taste lenmon or sonething, does it?
No, it is a pure tea without any added taste.

Then '] try it.

Have you got any toys?

Not much, I'mafraid.  Anything special you are |ooking
for, Madan®?

| would like to buy a present for ny grandson.

How old is he?

He' Il be ten next week.


katherine


Sal esman:

Cust omer :

Sal esman:

Cust omer :

Sal esman:

Cust oner:

Then | suggest you buy himan exciting book. Here are

sone very popul ar ones.

VWell, | don't know He doesn't |ike readi ng nuch. He

is a very active child.

| see. Wy don't you give himsone tools, Madam Many

children have nmore fun with real tools than with toys.

For exanple, you can get a hammer for $25.

That's a very good idea. | think he would like to get a

hammer of his own. 'l take it.

Woul d you like sone nails, too? A packet of 100 is $5.

Ch, yes. O course he will need nail s! "1l buy a

packet . Thank you so nuch.
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Role plays "Sellijng"

Briefs for custoners

Brief for CQustoner A

Tell the salesman that you are | ooking for a shirt but do not imedi-
ately tell himwhat kind of shirt you want. Let him find out through

questi oni ng

You want the shirt for yourself. You are not quite sure about your
si ze. You prefer long sleeves, |light colours and a pocket. You al so
prefer a shirt that does not need ironing. You are not interested in

extremy nodern styles or too-expensive shirts.

Brief for Ciustoner B

Tell the salesman that you are expecting sone visitors. You want to
serve them sonet hi ng speci al for dinner. Ask the sal esnan to hel p you

to find sonething suitable.

Do not accept his first suggestion; he nay cone up with better i deas.
Buy only what you believe is really suitable. Wen you have agreed on
t he basic nenu, ask the salesman for further advice about quantity and

related matters. You expect eight guests.

Brief for Custoner C

You are going to make a dress. Ask the salesman to help you to find
sui tabl e cl ot h. Do not indicate what cloth you m ght |i ke but ask
questi ons about quality, shrinkage, washing net hods, and so on. When
you have chosen the cloth, ask himto advise you as to the | ength
needed. You will also require thread and buttons but will forget to

buy them unl ess the sal esman rem nds you.
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Brief for Qustomer D

Tell the salesman that you would like to buy a torch. Do not tell him
exactly what kind you have in nmind. Let himfind this out through his

questi ons.
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SESSION 5. 1

BASIC RUES FOR THE DI SPIAY OF GOODS

hjective: To enabl e trainees to display goods attractively, prac-
tically and safely in a counter-service shop

Tioge: 1 - 1 1/2 hours.

Material : Sanpl es of comon goods (enpty packets woul d do).
Pictures (preferably slides) show ng the display of
goods in various shops. (Alternatively, the session
coul d take place in a shop.)

. i |
1) Ask the trainees whether they find the display of goods inportant

or not and to explain the reasons for their opinions. In dis-
cussion, try to elicit the view that both custoners and staff ben-

efit froma good displ ay.

Concl ude that the way of displaying goods will affect:

a) the sale's - custoners will prefer shoppi ng where goods are

attractively displayed and where they easily can
find the goods they want;

b) the lLeakage - a safe display nay prevent goods from becom ng

dirty, danaged or stol en;

c) the job - a practical display nmakes the handling of goods

easy.

Not e the key words on the chal kboard: the display nust be

ATTRACTI VE - SAFE - PRACTI CAL
Explain to the trainees that in this session they will |earn some
basic rules which will help themto inprove the display of goods.

All the rules are related to the key words noted on the chal kboar d;
the first rules to be discussed will help the trai nees to nmake a

di splay attractive.
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2)

2a)

AN ATTRACTI VE DI SPIAY

Show slides (if avail able) which depict good displays (well organ-
i sed, cl ean, wel | - st ocked) and bad (disorganised, di sorderly,
poorly stocked). Do not point out these differences. Ask t he
trainees to |l ook at the displays with "custoners' eyes" and to

judge for thenmselves which of themthey find attractive.

Have the trainees discuss in small groups (two or three persons)
what nekes a display attractive to the custoners. After a few
m nut es, ask for suggestions. Make sure that the following im

portant factors are anpbng those nenti oned

a) Custoners should easily find the goods which they are | ooking

for. The display should be well organised.

b) Custoners should feel confident that the shop will be able to
satisfy their needs. Therefore, plenty of goods should be on
di spl ay.

c) Custoners should find the shop interesting because of the dis-

pl ays of special offers".

d) Custoners should not fear that what they buy m ght be danaged
or dirty. The display should be clean.

Wite the underlined key words on the chal kboard. They will be

used as headi ngs for several rules of display.

Vell organised

Cite a nunber of articles which are related to each other, for
exanpl e di fferent brands of soap, shanpoo, toothpaste and tooth-
brushes. Ask the trainees to suggest a nane for this group of
goods. It m ght be "hygiene articles", "toilet articles" or sone-

thing simlar.

Ask the trainees to descri be sone ot her commobn categories or
groups of goods which are sold in their shops. Be sure that they
understand the neaning of " group of goods". Ask them what the ad-
vant ages are to both custoners and staff if goods bel onging to the

sanme group are displayed together.

For custoners, group display mght nake it easier:

- to find a commodity;
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- to conpare alternative goods;

- to find conplenentary itens that nm ght otherw se be forgotten.

For staff, group display can facilitate:
- checki ng what goods are in stock;
- showi ng avail able alternatives to a custoner;

- renmenberi ng where different itens are displ ayed.

Such grouping of simlar products constitutes the first basic rule
in effective display of goods. Note it on the chal kboard or a

poster.

* PLACE THE GOODS IN GROUPS.

Suggest placing signs as to the group categories over the dis-
pl ays. Custonmers will find this particularly hel pful in self-ser-

vi ce shops and those with a wi de range of goods.

Now outline for the trainees the situation of a custoner wanting
to buy tea. He has found the right shel ves and sees several types
of tea avail abl e. On the packets he can read infornation as to
quality and content. What el se does he need to know before nmaking

his selection? The exanple should lead to this rule:

* DISPLAY PRICES CLEARLY.

Stress that a price | abel nust be placed so that there is no doubt

as to which article it applies.

Take the role of a custoner standing at a counter (use a desk or a
table) trying to read the | abels of nerchandi se on shel ves behi nd
t he counter. You have difficulty identifying the various goods
and their prices. How coul d such a display be inproved? Your

trai nees mght offer the foll ow ng suggestions:

I ncrease the size of the price labels or wite the figures on

them nore clearly. Refer to the previous rule.

Di splay the conmpdity so that the | abel can be seen by the cus-

t oners. This points up another rule:
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2b)

* SHOW THE "FACES" OF THE PACKETS.

- Reposition the counter or the shelves so that custoners can get
closer to the goods. Di splay snmall itens under a glass table
top or in a snall glass cabinet on the counter. This illus-

trates the rule:

* LET THE CUSTOMERS GET NEAR THE GOODS.

- Even if the custoners are allowed to get close, they nmay stil
fail to notice goods displayed on the | owest shelves or the
hi ghest . People tend to notice things first that are just in

front of them Therefore:

* AS FAR AS POSSIBLE PLACE THE GOODS AT EYE LEVEL.

Ask the trai nees what kinds of goods they would recommend di spl ay-
ing high up or low down if space is too limted to permt al

goods at eye |level. The best answers are:
- large itens which would still be readily noticed;

- conmmon goods which custoners usually renenber to buy w t hout

seei ng them

Plenty of goods

Proceed to the second key factor in attractive display: the ap-
pear ance of sufficient nerchandi se. First of all, a shop nust ac-

tually have adequate stock; secondly, it nust show that it does.

Explain that this is primarily a matter of ordering the right as-
sortnment of goods in the right quantities. This does not nean or-
dering too nmuch; it would be too costly to stock nbre goods than
could be sold within a reasonable tine. (Refer to the sessions on
st ock nmanagenent.) "Plenty of goods" refers not to an increase in

stock, but to the display of avail able goods in an inpressive way.

Illustrate the point with this exanple. A shop has quite a good
st ock range. Its nanager has | earned to use the working capital

efficiently and usually purchases goods in quantities sufficient
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for a couple of weeks. Neverthel ess, when you enter this shop you
get an inpression that there is not nmuch avail able for sale. The
shel ves | ook rather enpty. (Show a picture of such a shop in-

terior, if possible.)

Ask the trainees to find possible explanations for the poor im
pression and to suggest inprovenents. Al ow themto discuss the
matter in small groups for about five m nutes before answering.
Their suggestions (to be noted on the chal kboard) shoul d i ncl ude

bot h expl anations and rules for inprovenents.

Many of the goods are not displayed but are kept in the store-
room (This gives the inpression of insufficient goods.) To

correct this:

* KEEP MOST OF THE GOODS IN THE SELLING AREA, NOT
IN THE STOREROOM.

- There are just a fewitens left in stock but new supplies are
expect ed. Naturally, the shelves | ook enpty when nost of the
goods have been sold. That inpression can be corrected if this

rule is applied:

* FILL UP THE FRONT OF THE SHELVES.

- The selling area appears too large in conparison to the anount
of nerchandi se. To correct this inpression, shelves which are
not needed shoul d be renpved and the display concentrated. It
woul d help to apply the already nentioned rule: "Place the

goods at eye |evel".

Special offers

Ask the trainees to cite exanpl es of goods that m ght be of

special interest to the custoners, such as:
goods sold at a | ower price than usual

- goods whi ch have been out of stock for sonme tinme;
a new commodity which has not been sold before;

- seasonal goods which people like to buy just before a holiday;
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2d)

2e)

- old or danaged goods which are bei ng sold cheaply.

The trai nees shoul d appreciate that custoners would find a shop
with such "special offers" attractive. Hence the special offers
shoul d be di splayed so that they are easily noticed by the cus-
t oners. Ask the trainees to discuss in snmall groups of two or
three persons how they would |like to arrange special displays in

their own shops. Stop the discussion after sone five mnutes and

ask for suggestions.

These m ght i ncl ude:

- placing the goods outside the ordinary display - at the shop
entrance, on or in front of the counter, at the cashier's desk

at the end of a gondola (an island of shelves in a self-service

shop) or any other place the custoners nust pass;
- arrangi ng a wi ndow di spl ay;
- using posters to draw attention to the special offers;

- setting out baskets, snall tables, boxes, trolleys, etc., with

speci al offers;
- letting an attendant denonstrate how to use a new product;

- displaying sanples of a product and allow ng custoners to taste

a bit.

Concl ude by noting the rule:

* ARRANGE SPECIAL DISPLAYS.

O eanliness
Stress the inportance of a clean display; there is nothing at-

tractive about a dirty one! It |eads the custoner to wonder about

the age or condition of your nmerchandi se. The basic rule is:

* KEEP THE DISPLAY CLEAN.

Sumup the nain rules for an attractive display. (By now these
shoul d have been witten on the chal kboard or on posters and in

the trai nees' notebooks.)
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Well-organised

- Place the goods in groups.

- Display prices clearly.

-  Show the "faces" of the packets.

- Let the custoners get near the goods.

- As far as possible place the goods at eye |evel

Plenty of goods

-  Keep npst of the goods in the selling area, not in the store-

room

- Fill up the front of the shelves.

Special offers

- Arrange speci al displ ays.

O eanljiness

- Keep the display clean.

A SAFE DI SPILAY

Ask the trainees how goods displayed in a shop nm ght be danmged or

| ost. Exanpl es:

a) Br eakage Ex. A bottle is placed at the edge of a shelf

and i s knocked down.

b) Qdor Ex. Margari ne acquires a bad taste of soap be-
cause the two commpditi es have been dis-

pl ayed too near each other.

c) Deterioration Ex. Batteries are stored too |ong so they be-

cone di scharged and start | eaking.

d) Pest Ex. Mai ze flour gets contam nated by weevils.
e) Theft Ex. A watch is stolen fromthe display by a
shoplifter.

Agai n, note the key words on the chal kboard, and di scuss how to

arrange a safe display in order to prevent damage and | oss:
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3a) Breakage

VWhat goods are breakabl e?
What pl aces are not safe for displaying fragile goods?

Concl ude by noting the rule:

* DISPLAY BREAKABLES AT SAFE PLACES.

3b) C(dor
What commpdities are strong-snelling?
What products are sensitive to odor?

Concl ude:

* KEEP STRONG-SMELLING PRODUCTS AND FOOD APART.

30 Deterjoration

VWhat products deteriorate? (Al nost everything in the | ong

run.)
How can keepi ng nerchandi se too long in the shop be avoi ded?
- How can rapid deteriorati on be avoi ded?

Concl ude by noting these rules:

* FIRST IN - FIRST OUT.

(Put the old stock in front when refilling

shelves, so that it will be sold first.)

* AVOID DISPLAYING GOODS IN SUNSHINE.

* DISPLAY PERISHABLES IN COOLERS.

* DISPLAY FROZEN GOODS IN FREEZERS.

- (Use a poster to |l et custoners know what goods

are kept in a closed freezer.)
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(There are other neans to avoid | oss due to deterioration, for in-
stance ordering smaller quantities. However, this session only

deals with the display aspects.)

3d) Pests

- What products particularly attract pests?
- How can goods be kept safe from pests?

Concl ude:

* KEEP FOOD IN SEALED PACKETS.

* KEEP THE DISPLAY CLEAN.

(This also nekes the display attractive, as

al ready noted.)

* TIMMEDIATELY CLEAR OUT GOODS WHICH HAVE BEEN AF-
FECTED BY PESTS.

(Thi s avoi ds contam nati ng ot her goods.)

* DO NOT PLACE GOODS DIRECTLY ON THE FLOOR.

3e) Theft
What goods are nost likely to be stol en?

Where can shoplifters nost easily operate in a shop?

Concl ude:

* ARTICLES WHICH ATTRACT SHOPLIFTERS SHOULD NOT
BE DISPLAYED WHERE THEY ARE EASY TO STEAL.

3f) Ask the trainees to make a summary of the—trules for a safe dis-

play.
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4)

4a)

4b)

A PRACTI CAl DI SPI AY

Ask about requirenents of a npractical display. The trai nees

should cite the followi ng factors:

a) it should be easy to find a desired item

b) it should be easy to see what is left in stock when ordering;

¢) it should be easy to handle the goods w th a nininmum of
lifting, carrying and cli nmbing.

Not e t hese, as above, on the chal kboard.

The trainees should realize that the first two prerequisites wll
be net if the rules for an attractive display are applied. Ask

t hem how.

At | east one of the previously nentioned rules will also contrib-
ute to reduce the carrying of goods; ask which one. The correct

answer woul d be "keep npbst of the goods in the selling area".

El aborate on this rule: to minimze the carrying of goods from
t he storeroom they should be brought into the selling area in
bul k packages and the whol e content displ ayed. This way there
will not only be less running to the storeroom but it will be
easier to check what is left in stock, because only full bul k
packages will be kept in the storeroom

Note the rul e:

* USE THE ENTIRE CONTENT OF A BULK PACKAGE WHEN
REFILLING SHELVES.

Expl ain that this neans that for each conmpbdity there should be

space allocated in the selling area for a little nore than the

content of one bul k package. The di splay should be refilled be-
fore it is finished conpletely. on occasion it nmight be difficult
to find enough space wi thout intruding on the area allocated for

ot her commoditi es. Then another rul e nmust be renenbered:
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*  0Q ¥QT 2UT DIETERENT COQMMARTTIRS REMIND T4Q%
OTHER.

Ask the trainees the possible consequences if this rule is not
fol | owned. For exanpl e, sone packets of tea are put behind packets

of coffee. This nmight |ead to:

- custoners and staff thinking there is plenty of coffee but no

t ea.
That, in turn, mght result in:
custoners not buying any tea;

staff miscalculating the quantities of tea and coffee needing

re-order.

4c) Ask the trai nees what other neans of displaying goods could nake
the job of the attendants easier. Allow themto consider the
question in small groups for sone five m nutes. Then ask for

their suggestions and fornul ate these as rules, as bel ow

* PLACE THE GROUPS OF GOODS WHICH ARE MOST OFTEN
REQUESTED WITHIN EASY REACH.

-

* PLACE HEAVY ITEMS NEAR THE FLOOR.

%

PLACE GOODS TO BE WEIGHED CLOSE TO THE SCALE.

4d)  Finish by making a sunmmary of all the rules for a practical dis-

play.
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SESSION 5.2
DISPLAY | N SFIF- SFRVI CE SHOPS
(hjective To enable trainees to display goods attractively, prac-
tically and safely in a self-service shop
Tine 1 - 11/2 hours (plus half a day for a study visit).
Material Posters with "Basic Rules for the Display of Goods",
produced in Session 5. 1.
Pi ctures (preferably slides) show ng the display of
goods in various shops. (Alternatively the session
could take place in a shop.)
Exercise "Display in a Self-service Shop"
Session Qiide:
1) Tell the trainees about the Rapid Co-operative Society. It is de-

vel oping very well and the shop nust be expanded. The committee is
consi dering opening a self-service shop to replace the present one
where custoners are served by attendants. A conmittee nmenber is
agai nst the.idea. He is afraid that the custoners will find self-
service inconvenient and that there will be a lot of theft. Ask
your trainees to assist the conmittee with sonme argunents in favour

of self-service

Make sure the follow ng principal advantages are anong those nen-

ti oned:

the custoners will be able to see nmuch nore nerchandi se at cl ose

range, which should increase sal es;

with custoners serving thensel ves, the cost of sal es personnel
wi |l be reduced; it is expected that the same nunber of em

pl oyees will sell nore goods.

Ensure that trainees appreciate that for a self-service shop to
function properly, the advantages nmust be utilized and the disad-
vant ages avoi ded. That means extra effort is needed to make the

di splay attractive, safe and practical.
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Ask the trainees to look at the rules for an attractive display.
Whi ch of them should be applied in a self-service shop? They w ||

find that all of themare applicable.

Then ask themto do the sane with the rules for a safe display.
Again they will find themall valid also in self-service shops.
But here it mght becone nore difficult to nake the display safe
agai nst theft. Ask trai nees to suggest solutions to that problem

as i ndi cated bel ow.

Counter-service could be used for things which are particularly
attractive to thieves (preferably conbined with sale of goods

whi ch require assistance by the staff).

M nor itens |like cigarettes could be sold by the check-out

cashiers

Expensi ve itens could be displayed in | ocked gl ass cupboards, or

sanpl es could be chained to a shelf.

-  The di splay of goods could be organi sed so that the staff work-
ing in the shop could keep an eye on the whol e selling area.
(Most of such work as unpacki ng and price-nmarking could be done

in the selling area.)

- Mrrors would enable staff to watch bi gger areas.

Illustrate with slides, if avail abl e.

Ask the trainees to look at the rules for practical display. Poi nt
out that since custoners in a self-service shop are supposed to
handl e t he goods t hensel ves, the display should be practical for

t he customers, too.

Trainees are likely to find all these rules also applicable in
sel f-service shops. Draw attention to the following rule, if not
asked about it by the trainees: "Place the groups of goods which

are nost often requested within easy reach.”

Present the following two alternatives and ask the trainees to
t hi nk about their advant ages and di sadvant ages from the vi ewpoi nt

of both custoners and the shop nmnager.
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The nost-requested goods are displayed together quite near the

entrance of the shop.

The nost-requested goods are displayed at various places

t hr oughout the selling area.

to elicit the follow ng argunents pro and con:
Most-requested goods at the entrance
Conveni ent for customers who want just these itens.

Those custonmers would | eave the shop wi thout noticing (and

possi bly buying) all the other goods displayed el sewhere.

The entrance m ght becone so crowded by custoners that others

woul d be di scouraged from entering

i | . | Y | |
Custoners will go where the goods are, not crowding into a

smal | area

By goi ng through the shop, custoners will notice (and perhaps

buy) nore goods.

A custoner wanting, for exanple, just a newspaper woul d not

like to go through the whole shop to get it.

to make all trainees agree on a conprom se:

General ly, the nost-requested itens should be distributed
t hroughout the shop so that custoners see npbst of the goods

when shoppi ng.

Certain itens (newspapers or cigarettes) often bought separ-

ately could be displayed at the check-out.

trai nees to give exanples of:

"magneti ¢ goods", the itens nobst often requested by a typica

custoner on the weekly shopping-tour - the way these are dis-
pl ayed will determ ne how the custoner will pass through the
shop;

the itens often wanted by custoners who conme to buy just one or

two things.
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Di vide the trainees into groups of five to seven persons. Distrib-
ute copi es of the assignnment and the plan of a self-service shop
(or ask the trainees to draft plans of self-service shops which are

well known to them.

If an overhead projector is available, trai nees could be given
transparencies of the plan and requested to wite the solution di-

rectly on the transparency.

Al'l ow sonme 15 m nutes for the assignnent. In the nmeantinme, draw
the plan on the chal kboard, if an overhead projector is not used.

Ask representatives of the groups to present their solutions. No-
tice particularly if there are different opinions and ask trainees

to state the reasons for their choices.

There are no "right" or "wong" answers but the follow ng comments

m ght be useful:

1 Soft dripnks are heavy. If custonmers use trolleys, it is prefer-
able to place the drinks at the begi nning of the shopping tour
so that customers can put themin the bottomof the trolley.

But if the custoners have to carry their purchases in a basket,

heavy itens should cone at the end of the tour.

2 Hygiene articles are not bought every time a customer visits a

shop. But the custoners should know where to find them and when

passing them be rem nded to buy.

3 Cooking oil, (4) dairies and (5) sugar are "magnetic articles"”,
whi ch shoul d be | ocated sone di stance apart to induce custoners
to go through the shop. Dairies (mlk) require refilling very
of ten. It would therefore be practical to arrange their display

close to the storeroom

6 Cdgarettes are often bought separately and shoul d be displ ayed

at the check-out. (They are also safer there. Cigarettes are

often attractive to shoplifters.)

7 TIhe special offer of bows should be displayed so that everybody

will notice it. The short end of a gondol a (display island)

woul d be a suitabl e place.
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8 Eresh vegetables should be displayed at the end of the shopping

tour so that the custoner can place themon top of other goods

in the shoppi ng basket to avoi d damage

9 Damnged goads A speci al display should be arranged so that

they are noticed by the custoners. But do not place it so that
it is the first thing to attract the customers when entering.

It wouldn't make the shop | ook attractive, would it?

10 Return of enpty bottles. Custonmers would find it convenient to

get rid of the enpties as soon as possi ble, which neans it
shoul d be arranged close to the entrance. Sone shops find it
necessary to receive the bottles close to the storeroomor at a

counter where there is an assistant on duty.

Preferably, this session should be followed by study visits to sone
shops. Hal f a day woul d be needed for that purpose, including

about one hour in the classroomfor reports and di scussions.

Instruct the trainees to prepare check-lists for inmportant rul es of
di spl ay. Tell them which shops they are supposed to visit and re-

quest themto note for each:
- What nmekes the display nore or |less attractive?

- What could be done to nmake the display nore practical for the

custoners and for the staff?

- Are there any goods displayed in such a way that they coul d eas-

ily be damaged or stol en? Suggest inprovements!

To avoid disturbing sales, the trai nees should be told to behave

di screetly and remain in small groups.

It is advisable to informthe nmanagers of your purpose in the shop
and to ask for their pernission. They m ght appreciate an in-

vitation to the foll ow up session
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Display in a Self-service Shop
e
ENTRANCE
CHECK-OUT

TO " , TO

» LA

OFFICE STOREROOM

Using the figures below, indicate on the plan where you would like to
pl ace the goods listed in order to make the display attractive, practi-

cal and safe.
1 Soft drinks

2 Hygiene articles

3 Cooking oil
4 Dairies
5 Sugar

6 Ci garettes

7 A special offer of bowls at a very good price
8 Fresh vegetables

9 Slightly danaged goods, sold at reduced price

10 Enpty bottles, returned by custoners

Be prepared to explain and defend your proposal.
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TRAINI NG STAFFE I N THE HANDII NG OF GOODS

To enable trainees to effectively instruct shop person-

nel in the handling of goods.

2 - 3 hours

Exercises No 1 - 9.

Preferably this session should take place in a shop

wher e goods, equi pnent and tools are avail abl e.

Sone exercises nay be perforned in a classroom It
m ght be difficult to bring everythi ng needed, but
trainees could be told to use whatever is available to

i ndi cate various goods, furniture, equipnent and tools.

The trainer nust be familiar with the various tasks as-
signed to the trainees. The denobnstration of refilling
goods should be practised in advance to assure its run-

ni ng snoot hly.

The various exercises are covered by the "MATCOM Lear n-
ing Elements" for staff of consumer co-operatives,

whi ch are recomrended as resource docunents.

The exerci ses should be planned together with the man-
ager of the shop where the session is taking place. To
avoid disturbing the custoners it is advisable to carry

out the session during a time when the shop is cl osed.

1) Tell the trainees that you are going to act as a shop manager who

will instruct his new assistant on the common task of "refilling

goods".

Ask one of the trainees to play the role of the assist

ant . Ask the other trainees to observe the training nethod that

you use.



Explain the situation. In front of you there is a shelf with some
goods di spl ayed. It needs refilling and you have brought sone car-
tons of goods fromthe storeroom You have al so brought a dust-
cloth, a knife to open the cartons (if needed) and equi pnent for

pri ce- mar ki ng.

Start the denonstration. Make sure you are standing so that al

trai nees can follow you

Tell the assistant that you will show himhowto refill goods. Ask
himto watch careful ly. Refill the content of the first carton

Work fast and accurately as outlined bel ow, wi thout conmenting.
Renove the old stock of the combdity fromthe shelf.

Make sure there is enough space for the goods in the carton,

pl us the old stock.
Clean the enptied space on the shelf.

- Open the carton. (If using the knife you nust be careful not to

danage t he goods.)

- Price-mark the goods before unpacking (if in a self-service

shop) .

- Put the goods on the shelf. Use both hands so that you can take
at least two pieces at a tine. (Some cartons are nade so that
the bottomw Il remain as a tray when the top of the carton is
renoved. If this is the case, you should try to place the tray

with all goods on the shelf in one nove.)
- Cean the old stock and put it back in front of the new one.

- Check the price label that is fixed on the shelf. Mike a new

one i f needed.

The assi stant by now probably has the inpression that refilling of
goods is a rather easy task that does not take long. Tell himthis
is true, but there are sone things to renmenber, which you now are
goi ng to expl ai n. Repeat the denonstration, refilling another

shel f, but this time coment after each step

You renmpove the old stock so that you can put the new pieces be-

hi nd. The ol d stock should be sold first - first in, first out!
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You di splay the entire content of a carton to avoid having
open packages in the storeroomand to keep as nuch as possible

in the selling area

You clean the shelf before refilling, because this is a good op-

portunity when the shelf is already enpty.

It is easy to price-mark on top of the tins or packets while
they are still in the open carton. Check the price list so that

your prices are up-to-date

By using both hands you will work faster. Show the "faces" of
t he packets and do not put different kinds of products behind

each other. Then it will be easy to see all comobdities on the
shel ves.

Clean the old tins before putting them back, because if they do

not | ook as nice as the new ones behind, custoners will not buy
them
Fill up the front of the shelves and check the price | abels so

that the display |ooks attractive to the custoners.

Now have the assistant show what he has |earned. Let himrefill
the next conmmodity. (bserve what he is doing, including any m s-

t akes. Do not interrupt - let himfinish before you comment.

Encourage hi m and prai se good perfornance. Correct mstakes, if
any. Denonstrate and explain again if necessary. Ask questions to

be sure that he understands

Ask himto continue with another commodity. Tell the trainees that
as the manager you are going to supervise the work of the assistant
until you are convinced that he is able to carry out the refilling

accurately. Speed will cone later.

Di smiss the assistant and ask the trainees to coment on your
traini ng met hod. They shoul d appreciate that you (as manager) have
spent quite a lot of tine on training the new assi stant, but that
as a result, he will have learned to do things correctly right from
t he begi nning and be able to work efficiently with a m ni nrum of

supervi sion



Make a sunmary of the steps of the training nethod. Note them on

t he chal kboard and have the trainees copy them

1 Show an overall picture of the job

2 Demonstrate and explain what you are doing and why .
3 Alowthe trainee to practise. Encourage and correct him
4 Have him continue practising until he can work somothly .

Sel ect those exercises which you find rel evant. You may need to
adapt themto fit the local situation. You can al so add sone ot her

assi gnment s.

Divide the trainees into snmall groups of three to five persons.
Di stribute one exercise to each group. Ask the trainees to go
t hrough the tasks, ascertain their requirenents and practise so
t hat anybody in the group is able to instruct. As far as appli-
cabl e they should use the training nethod which has been denon-

strated. Allow at |east 30 ninutes for preparations and practice.

When ready, amal ganate the groups two and two. Request a "nmanager"
in each group to train an "assistant" fromthe other group. The

remai ni ng group nenbers will watch the perfornmance and afterwards

coment and 'criticize.

If time allows, continue to nmix the groups so that each group wll

performan instruction with all other groups.



Sheet 3

Exercise No 1 Wi ghing and Pre-packing

Assi gnment

You are to train a new assistant to use the scale and to pre-pack a
nunber of bags with a certain commopdity (sugar, rice, flour or anything
el se that has been delivered to the shop in a gunny sack). Each snal

bag should carry the weight of exactly 1 kg (or 2 kg if that anount is

nor e demanded) .

Prepare yourself so that you can act as manager and instruct an as-

si stant.
To think about
You will need a proper working place with a sturdy table that can

accommodat e both the scale and sone small bags. The tabl e nmust be

clean so that the bags do not get dirty.

- Pl ace the gunny sack so that you reduce the risk of spilling when

filling the small bags.

- The scal e shoul d be bal anced before you start weighing so as to

gi ve correct' wei ght.

Wite the contents and the price on the paper bags. That is easier

to do while the bags are enpty.

- It is easier to add up to full weight rather than to renove over-
wei ght . The best technique is to fill a bag to just bel ow the

actual weight (w thout using the scale), put it on the scale and

slowmy fill it to the exact anount.
- C ose the bags properly. That is no problemif you use the right
si ze bag.

- To keep pests away, clean up the working place when you are fin-

i shed and re-close the gunny sack if it is not enpty.



Assi gnnent

You are to train a new assistant to take care of the display of a cer-
tain commodity group, preferably fresh food |i ke vegetabl es, bread or
dairi es which need much attention. (You may sel ect the goods your -

self.)

Prepare yourself so that you can act as manager and instruct an as-

si stant.

To think about

- The di splay should | ook attractive, that is, filled with fresh
goods.
To nake it look well filled, bring as many goods as possible from
the storeroom fill up the front of the shelves, put nbst goods at

eye |l evel and perhaps use "blind bottons" to |ift up goods.

- Cl ean goods whenever necessary. Renove or repair any | eaking pack-

ages.

- Practise the rule "first in, first out".

- Renenber that sone fresh food require cool storage.

- To avoid further loss, imediately attend to goods which start de-
teriorating. What can be done to prevent further spoil age? Can
such goods be sold out right away? Who is to authorize a price re-

ducti on?
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Exercise No 3: Price-marking

Assi gnnent

You are to train a new assistant to price-mark the goods. This assign-
ment applies to a self-service shop where al nbst every itemnust carry

the price.

Prepare yourself so that you can act as manager and instruct an as-

si stant.

To think about

- VWhat price-marki ng equi pnent is avail able for marking different
types of goods such as packets, paper bags, plastic bags, tins,

bottl es and so on?

- Mark prices so that they are easy to find and easy to read for both
the custoner and the cashier. Practise the "stanp-rule”: whenever

possi ble put the price to the right on top of the packet.

What mai nt enance of price-marking tools is required to get a clear

price?

- Where do you find the correct price to be marked?

Are there any commpdities which do not carry prices on each piece
because they are very fast-noving or difficult to mark? How are
the custoners and the cashiers inforned about the prices of these

itens?
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Exercise No 4:- Storage

Assignnent

You are to train a new assistant to keep good order in the storeroom

Prepare yourself so that you can act as manager and instruct the as-

si stant.

To think about

Keep newly arrived goods in a separate area until you have checked

that quantities and qualities are correct.

- Only store goods whi ch cannot be displayed in the selling area.

Keep these, if possible, in sealed bul k packages.

- Do not place any goods directly on the floor. This avoi ds danage

from danpness and pests and nakes cl eani ng easi er.

Mark every package in the store so that it is easy to see what is

init.

- Mark all merchandise with the date of delivery so that the rule

"first in, first out" can be applied. Thi s avoi ds keepi ng goods

too | ong.

- Store strong-snelling itens apart from food

- Store commpdities belonging to the sane group of goods together so

that it is easy to find a certain itemw thout searching the whol e

storeroom
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Assi gnnent

You are to train a new assistant to arrange a "special display" of a
few selected itens which you want the custoners to notice. They are
on "special offer" (goods either to be sold at very favourable prices,

newly arrived or particularly in demand this tinme of the year). You

may sel ect sonme suitable itens yourself.

Prepare yourself so that you can act as manager and instruct the as-

si stant.

To think about

Find a suitable place for the display where nbst customers will no-

tice it.

Make use of the avail able equipnent to build the display, a snal
tabl e, a basket, sone wooden boxes, a corner of a gondola or a

counter.

Arrange the goods at eye |evel.

Avoi d di spl ayi ng the goods where they may easily get knocked over
by sonebody passi ng. This is particularly inportant if there are
breakabl e itens.

Prepare a poster that inforns the custonmers about the goods.

If you are selling a certain commodity at a very good price, you
may want to display it together with some conpl enentary goods which

the custoners mght like to buy at the sane tine.

Do not neke the display so perfect that custoners get the im

pression they are only allowed to |look at it, not to buy.
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Exercise No 6 Ordering

Assi gnnent

You are to train a new assistant to prepare the orders for goods. The
assistant will becone responsible for ordering of a certain group of

commpodi ties.

Prepare yourself so that you can act as nanager and instruct the as-

si stant.

To think about

- Di spl ay goods on the shelves in a certain order so that it is easy

to check what is left of each commopdity.

- Bef ore every ordering, check how much renains in stock. Fill up
t he di splay and check that goods have not been ni spl aced. Do not

forget goods that might be kept in the storeroom

You al so need to know how nuch nerchandi se will be needed, so you
do not run out of stock before next delivery. What goods are the
big sellers, which nust be ordered in |arge quantities? What are
the inportant itens which nmust never be out of stock (even if not

sold in big quantities)? Wat itens are |less in demand and shoul d

not be reordered?

- VWhi ch order formis used?

What day is the ordering day?

- Are there any records with informati on on reordering | evels and or-

dering quantities?
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Exercise No 7- Daily d eaning

Assi gnment.

You are to train a new assistant to carry out the daily cleaning of the

floor in the shop.

Prepare yourself so that you can act as manager and instruct the as-

si stant.

JTo think about

- The assi stant mnust appreciate the inportance of daily cl eaning and
be honestly interested in doing it properly. How can you create

such understanding and notivate himfor this job?

To make cl eani ng easy, do not display any goods directly on the
floor. Start by renoving goods and cl earing the surface if necess-

ary.

- Keep cl eani ng equi pment in a set place in the shop and keep it well

cl eaned to avoid odor.

- During the dry season it is often sufficient to sweep the floor,
but this nust be done very gently otherwi se the dust will settle on
t he goods.

To "bind" the dust, a wet cloth can be wapped around a scrub-brush

li ke a swab, or a suitable agent spread on the fl oor before sweep-

i ng.
Use cl eaning agents (detergents) properly, i.e use a suitable type
in the right quantities. Ri nse properly; a slippery floor mght

ot herwi se result.
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Exercise No & Deep-freezjng

Assi gnnent
You are to train an assistant to deep-freeze some fresh food.

Prepare yourself that you can act as namnager and instruct the as-

si stant.

To think about

The goods to be frozen nust be in good condition since the quality
will not improve by freezing. (Instead the deterioration process

will continue but very slowy.)

- Only a snall quantity of goods should be frozen at the same tine.
O dinary freezers in shops are in fact not intended for "freezing-

in', only for storage. If nany fresh items are put in the freezer,

it will take long tinme to reach the required tenperature. Mean-

whil e, the goods will begin deteriorating.

- All goods put in a freezer nust be well sealed (for exanple, in
thi ck, seal ed plastic bags). This is to prevent the goods from
drying out and losing quality ("freezer burn"). Unseal ed goods

m ght stick either to the freezer or to each other.

- Do not put fresh items on top of those already frozen; it thaws

t hem and causes deterioration.

Mark the content of all packages before putting theminto the
freezer, particularly if different goods are kept in the sanme
freezer. It is nmore difficult to identify frozen goods and to

wite on the frozen packets.

Mark the date so that it will be possible to check that the goods
are not kept too long in the freezer. Goods contai ning nuch fat
will deteriorate faster. Such goods should not be stored in the

freezer | onger than a couple of nonths.
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Exercise No 9- Defrosting the Freezer

Assi gnient

You are to train a new assistant to defrost the freezer so that the ice

on the walls inside is renoved.

Prepare yourself so that you can act as manager and instruct the as-

si stant.

JTo think about

- The assi stant must understand that the ice covers the cooling el-

ements and thus prevents themfromcooling the air in the freezer.

- The ice should not be scraped off since this m ght damage the

freezer.

- It will be necessary to switch off the power so that the ice wll

mel t

- To speed up the process, containers with hot water could be pl aced

in the freezer.

- To keep the food frozen in the neantine, keep it together, w apped

in a lot of paper or cloth and put it in a refrigerator, unless

there i s another freezer.

- When the ice has nelted clean the freezer and thoroughly dry it be-

fore the power is turned on and the frozen goods returned.

Sone goods (like ice-cream are very difficult to maintain frozen
outside the freezer. It might be advisable to sell out such itens

bef ore defrosting the freezer.

Note that this exercise requires nore tine - several hours if there is
a lot of ice. Since the exercise cannot be repeated (unless there are
several freezers needing defrosting), the instructor nay wi sh to ex-

plain anly, |eaving the actual job for the trainee to carry out later.
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SESSION 6.1
PRICING PQ1CY
hjiective: To enable trainees to identify the inportant factors
determning selling price and to fornulate a pricing
policy for a co-operative retail shop.
Tine . 1 - 1 1/2 hours.
Material . Case-study "Al phaville Co-operative Society".
. de
Items 1 - 3 below are supposed to illustrate the pricing mechani sm

in different market situations. If this elementary introduction is

not needed, begin directly with the case-study (ltem4).

Show sonme itemto the trainees (a book, a watch, sungl asses or
sonmething else fairly expensive). Announce that it is for sale.

Someone will certainly ask the price. Ask the interested person
what he woul d pay. Then state a selling price that is considerably

hi gher than.his offer.

Interrupt the denmpnstration and tell the trainees they have just

seen an illustration of the basic fact that a seller normally wants

a high price while a buyer wants a | ow one. There will be a busi-

ness transaction only if one, or both, agrees to change his offer.

Ask the trainee who bid on the itemwhat factors decide the upper
limt of the price he is prepared to pay for it. O her trainees

may suggest nore factors. The foll owi ng shoul d be nenti oned:
how much noney he can afford to spend;
how nuch other sellers want for simlar itens;

how strongly he wants the iteny can he do without it or use an

al ternative?

Ask the group what factors deternmine the |ower limt the seller is

prepared to accept. The foll owi ng should be nenti oned:
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how rmuch anot her custoner is prepared to pay for the same item

how much the item has cost him
- how strongly he needs sonme cash

- how long he can keep the itembefore it |oses val ue

Take up your sale itemagain and conti nue. Cut down your price
and invite the woul d-be buyer to continue the negotiations. The
result nmay or may not be a sale. (Yes, if the instructor actually
has an itemfor sale, this denonstration can be "real"; otherw se

it has to be just role play.)

Ask for exanples of situations where there is a |ot of nerchandise
avai | abl e, where sellers urgently need to sell but there are not

enough buyers.

- One such exanple is a fish nmarket where several vendors have a
| arge supply of fresh fish left over at the end of the day.

Point out that this situation, called a buyers' market,6 could be
very good for the buyers.

Now ask for simlar exanples of the opposite, i.e. a situation
where many buyers want to buy nerchandi se in short supply. Thi s,
in turn, could be a good situation for the sellers. It is called a

sellers' market .

The occasi on of a general shortage of food stuff in an area

makes a good exanple - many buyers for food in short supply.

If all sellers of a particular conmmpdity agree to charge high

prices, we can also talk about a sellers' narket.

Ask the trainees to explain how consuners night suffer under con-

ditions of a sellers' narket.
- Excessive prices night be charged; custoners would be exploited.

- Sone custoners mght not be able to afford what they need

Ask the group what could be done to avoid the di sadvantages of a

sell ers' market. There are two naj or neans of consuner protection.
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-  The governnent could intervene with price regul ations, commdity

rationi ng, governnent shops, and other controls.

- The consuners coul d organi se thenselves into co-operative so-

cieties and open their own shops.

Di vide the trainees into groups. Distribute copies of the case-
st udy. Al |l ow t he groups about 20 m nutes to conplete their assign-
nent, the deternmining of a pricing policy for the new Al phaville

Co- operati ve Society.

Reconvene your trai nees. Request a spokesman from one group to ex-
plain why it believes policy A will succeed or fail. Wite the
argunents for both success and failure on the chal kboard. Then

ask the other groups for further argunents and add these to the

list.
Ask the next group to give its opinion on policy B and the third
one on policy C. Invite relevant argunents from other trai nees and

note these on the chal kboard.

You may get a table like this.

Success Eailure
Palicy A
- Custoners will be attracted - Prices may be too low there
by the |l ow prices, so sales may be no surplus for devel -
will increase. opnment, or the working capi-

tal nay be | ost.
- Wth the higher sales, the
shop can be run efficiently - The private shops m ght be
at | ow cost. able to afford a "price war"
- reducing their prices bel ow
those of the co-operative un-
til it has gone bankrupt.



Policy B

Even if prices are the sane - |If people can get goods at
el sewhere, people will pre- the same prices in other
fer buying at the co-operat- shops, t hey may not be
ive because they will ben- interested in the new co-op-
efit fromits profit. erative.

- The profit the co-operative
earns will be used to de-
vel op the shop.

- Wthout the conpetition of
| ow co-operative prices, the
pri vate busi nessnen may not
feel so threatened that they
try to drive the co-operat-
i ve out of business.

Policy C

- The shop will be able to - The co-operative may not earn
sel | goods at low prices enough noney for devel opnent
and pay its costs. of the shop

The private shops nay reduce
their prices bel ow the co-op-
erative's to drive it out of

busi ness.

Ask the trainees to describe the market situation in Al phaville.

They shoul d note the points bel ow

There is not nmuch conpetition between the private shops, which

probably have agreed to charge rather high prices.

- (Goods are usually available - shortages are rare; thus the dis-

tribution functions well.

- The co-operative shop is just getting under way; thus it has
probably fewer financial resources and | ess experienced staff
than the already well-established private shops. But the expec
tations and noral e of the co-operative menber s are pr obabl y
hi gh, and their shop nay be the newest and the npbst attractive

in town.

Ask the groups' spokesnen to present the pricing policy they rec-

omrend for the Al phaville Co-operative and their argunents for it.

In general a new society has rather linited resources. It is vul-
nerabl e and should therefore avoid hard price conpetition. How-

ever, if co-operative nenbers are of the opinion that other shops
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are chargi ng unreasonable prices, they will certainly not expect

their own to do the sane.

In this case, therefore, a pricing policy along the |lines suggested
in the case-study as "Policy B" would probably be npbst suitable,
perhaps with sone ingredients from"Policy A", as a few obviously

exorbitant prices need to be adjusted.

Tell the trainees that all the three policies discussed are suc-
cessfully being practised by co-operative societies in various nar-

ket situations.

- Policy Afits a well-established and efficiently run co-operat-
ive with financial resources equivalent to those of the compet-

i ng shops.

- Policy Bfits a newly established society with fewer resources
than the competitors. Prices are regul ated by the governnent or

kept at an acceptable |evel.

- Policy Cfits a co-operative shop which is the only or dom nat -

ing retailer in an area. Not e, however, that for the success
and the devel opnent of the shop, it is necessary to earn a

little net surplus also in this case.
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L phavi | i . .

A co-operative shop will be established in Alphaville. In this little

town there are already a few private shops. People can usually find

what they want here. Prices do not vary nuch from shop to shop, so

peopl e do not bother much about conparing them They sinply go to the

shop they find nost convenient. very few prices are controlled by the

gover nnment . It is not known how nmuch profit the businessnen earn on

their shops, but they are certainly very well off.

Pricing policy for the new co-operative shop has been di scussed. The

three alternatives bel ow have been suggest ed.

Palicy A

Al phavill e Co-operative should offer the lowest prices in town, | f
other shops try to conpete by reducing their prices, in turn, the co-
operative should at |east maintain the same prices. People will ap-

preciate the low prices - and the co-operative.

Policy B

Al phavill e Co-operative should sell goods at about the sanme price as

the other shops. It will earn a surplus like the others - but, in con-

trast to the private shops where only a few busi nessnen benefit by that

profit, all the nenber/custoners of the co-operative gain.

Policy C

Al phavill e Co-operative should sell goods at cost price plus enough to

cover the costs of running the shap. That nmeans goods will be sold as

cheaply as possible w thout |osing noney, regardl ess of prices in other

shops.
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Assi gnnent

a) D scuss what woul d happen if each of the suggested policies were

i mpl enent ed.
Woul d the co-operative be able to serve its nenbers well?
Wuld it be able to devel op the shop?

What woul d be the reaction of the other shops?

Wite down your conclusions and argunents as to the success or

failure of each policy. Use the table bel ow

Arguments for success Arguments for failure

Policy A

Policy B

Policy C

b) Decide on a pricing policy that you would recommend for the Al pha-

vill e Co-operative Society. You nmay sel ect one of those already

suggested or draft a new one.
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SESSION 6.2
MARG N

hiective: To enable trainees to calculate the required margin.
Tine: 1 1/2 - 2 hours.
Materjal : Exercise "Price Reduction".
Session Qiide:
1) Ensure that all trainees understand the nmeaning of the term "mar-

gin". Cite a sinple exanple - the cost price of an itemis $4.80
and the selling price is $6.00. Ask trainees to calculate the nar-

gin as a percentage of the selling price.

The margin = $6.00 - $4.80 = $1.20

$1. 20

- X 100 = 20%

$6. 00
If necessary, offer nore exanpl es. Be certain that all trainees
can carry out such cal cul ati ons. Enphasi ze that the nmargin is

al ways expressed as a percentage of the sales.

Wite on the chal kboard a list |like the one bel ow of commpn itens

sold in the trai nees' shops.

- Sugar - Honey

- Rice - Corned beef

- Cooking oil - Drinking gl asses
-  Bread - Bush knife

- Tomat oes - Shirts

Ask the trainees to state the cost price and the selling price of
each item If these are not known exactly, agree on the probable

prices.

Ask each trainee to calculate the margins on the different itens.

Note their results on the chal kboard. In this way the trainees
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will learn about their own nmargins, while practising to cal cul ate

t hem

Ask the trainees to review the exanples on the chal kboard. They
will find that sonme goods are given a |ower margin and others a
higher . Ask themto give reasons for such deviation. They shoul d

bring up and di scuss the foll owi ng:

- Price regulation. The governnment or the manufacturer may have

fixed the retail price of some commodities.

- Conpetition. A shop charging higher prices than its conpetitors

is unlikely to be able to sell rmuch

- Handling costs. Sone commodities are nore costly to handl e than

others (for example, frozen food, which nust be kept in a

freezer). To "pay their own costs" they should have a higher
mar gi n.

- lLeakage. Sone nerchandi se is nore susceptible than other to
| eakage (for exanple, fresh food or fragile itens). This risk

can be covered by a hi gher nargin.

Stock turn. Goods which are sold fast earn noney fast, too.
Hence, they can have a | ow nmargin. S| ow- novers, on the other
hand, | ock up working capital for a long tinme and contri bute

nothing to the inconme until sold.

Price reduction. For certain commpdities, there is great risk

that the whol e stock cannot be sold at full price, but nust be

offered at reduced prices (fresh food, for exanple, which cannot

be kept wuntil the foll ow ng day; clothes which go "out of
fashion"). A higher margin is therefore used to conpensate for
the likely price reduction.

Conpensation. If forced by regul ati ons or conpetition to sel

sone goods at low margin, it nmght be necessary to increase the

mar gi n on ot her goods, as conpensati on.

Renmi nd trai nees that the margin should be sufficient both to pay
the costs of running the shop and to earn a small "net surplus".
Hence, the shop managenent nust know what percentage the margin

shoul d be, on average.
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On the chal kboard, present these estimates for a particul ar shop.

Esti mat ed annual sal es $600, 000
Esti mated total running costs 50, 000
Requi red margin
Desi red net surplus 10, 000
Obvi ously, there is need here for a margi n of $60, 000. Ask t he

trainees to calculate that margin as a percentage of sal es.

$60, 000
— x 100 = 10%
$600, 000

Now have the trai nees assune sal es of only $500, 000, with costs
and net surplus renaining the sane. Ask each to calcul ate the re-
quired nargin in this situation. Request a trainee to put the cor-

rect answer on the chal kboard.

Sal es $500, 000
Required margin  $ 60, 000 (50, 000 + 10, 000)
$ 60, 000
— x 100 = 12%
$500, 000

Have the trainees calculate in this way the required margin in
their own shops. (Refer to their calculations in Session 2.2, but
if they do not know the exact figures for the annual sales, the
t ot al runni ng costs, and the desired net surplus, they should

sinmply estinmate themin order to practise the cal cul ation.)

Conmpare the results. Not e t he npbst conmmon percentage and the range
bet ween the | owest and hi ghest figures. |If soneone gives an unre-
alistic percentage, check his arithnetic but do not spend tine ar-

gui ng about the estimted anmounts.

Remind your trainees that, unfortunately, sone goods will be
spoil ed or di sappear without being paid for. Ask how such Leakage
will affect the trade margin. To ensure that all trainees realize
that | eakage reduces the margi n, conpare on the chal kboard the re-

sult fromtwo shops. Both sell goods worth $500,000 in a given

year; one has no | eakage at all (which of course is inmpossible in
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practice); the other has a | eakage of 1% of the sales (which is

$5,000 at selling price and $4, 400 at cost price).

Shop A Shop B

Wthout |eakage  Wth 1%] eakage

Sal es $ 500, 000 $ 500, 000
Cost of goods sold - 440, 000 - 440, 000
Cost of goods | ost - 4,400
(I eakage)

G oss surplus $ 60, 000 $ 55, 600
Mar gi n 12% 11. 1%

Enphasi ze again that the actual margin will be less than that orig-
inally calculated, due to the |eakage which is an additional cost

for the shop. Ask the trainees to explain the consequences of this
fact. Wwhat should they do, for instance, if they nust have a mar-
gin of 12% and they know that they have sone | eakage in the shop?

They nust "aim higher" than 12%in this case.

Advi se the trainees, as a rule of thunb, to increase the margin by
the same percentage as the expected | eakage. In the exanpl e just
given, the' |eakage was 1% and the required margin was 12% It is

therefore necessary to use an average margin of 13%

Conpare the required average margin with the exanples of individua
mar gi ns stated on the chal kboard. The trainees will find that sone
are | ower and sone are higher than the average. Be sure that the

trai nees recogni ze that:

the "average margi n" depends on the margins on all the various

items in the shop, and how much is sold of each item

it would be too conplicated to actually calculate exactly what
the margi n should be on various goods in order to achieve the
average margin;

- therefore, when determ ning the margin on new goods one has to
decide in each case how much it is necessary and reasonable to

deviate fromthe average.
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Advi se the trainees that while they need not cal cul ate average mar -
gin for every order, they ought to check it regularly for all goods
purchased during a certain period (e.g. a nonth). Ask what infor-
nmati on they require to do that and where to find it. Corr ect

answers depend on the account books used.

- The information needed: the total value of all goods purchased

during the nmonth, both at cost price and at selling price.

- Cost prices are found on the purchase vouchers which should be
entered in the journal (or purchase account). The nonthly tota

of cost prices might be found in the |edger.

- The value at selling prices of the sane goods shoul d be cal cu-

| ated and noted on each purchase voucher . It should then be re-

corded in the stock control reqgister .

-  Sonme managers prefer to record the purchases both at cost and at
selling prices in the same book, either in the stock control

register or in a special purchase book

Wite this exanmple on calcul ation of the average trade nmargi n on

t he chal kboard.

Total val ue of goods purchased during May

.at selling price $ 45, 000
at cost price 40, 500
Total margin $ 4,500

Average nargin in percent =

$ 4,500
$45, 000

100 = 10%

Open di scussion on a given co-operative that requires a margin of

12% but found it to be only 10% when checki ng | ast nont h.

Ask trai nees what they think could be done to solve the problem

Possibilities include the foll ow ng:

- lncrease prices on sone itens .

This is the easiest way if conpetition and regul ati ons pernit -
but | arge price increases nust be avoi ded; sone custoners may

st op buyi ng.
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- Reduce the cost of goods.

Thi s woul d obviously al so i ncrease the margin, but it mght be

difficult to obtain the goods at | ower prices.

Reduce the costs of running the shop

If sone of these expenses could be avoi ded or reduced, a | ower

mar gi n coul d be accept ed.

lncrease sales wi thout jncreasing running costs

This mght be difficult. The result would be a bigger margin in
money terns, to pay for the running costs. The nargin percent-

age, however, would remain the sarme.

- Change the assortment of goods.
If other nmethods fail, the only way to avoid a |l oss nay be to
stop selling some lowmargin itens and/or sell more high-margin

goods. But this is a risky tactic for a co-operative. Its nmem

bers may conplain that the shop does not supply the goods they

need.

- Reduce the |eakage.
The required margi n shoul d i nclude provision agai nst the ex-
pect ed | eakage. If the | eakage can be kept |ower than expected,
the required margin will be consequently reduced. However, it

m ght be difficult to know in advance if the efforts to reduce

the | eakage will prove successful

Concl ude by pointing out that the average margin in any shop is
likely to vary slightly fromone nonth to another. It mght not be
necessary to take drastic action if the margin drops a bit over one
nmont h only. But the margin should be checked regularly so that any

downward trend can be observed and corrected.

Di stribute the price reduction exercise or present the problens on
t he chal kboar d. Ask each participant to carry out the exercise.
The aimis to give thempractice in calculation and to make them

aware of the effects of price reductions.

After sonme 20 m nutes, or when everyone is ready, ask a trai nee who

t hi nks he has the correct solution to the first problemto wite it

on the chal kboard. Make sure that all trai nees understand. Con-
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tinue in the sane way with the other problens. The correct answers

are
i) a) $12
b) $18
c) 9 bows
d) 14, 3%
ii) $6, 000 (gross surplus $3,600).

Rem nd trainees that the ability to sell nore at a reduced price
may depend on the actions of the conpetitors. Sal es may not in-
crease if prices are reduced in other shops, too. Furthernore, the
shop nmust be able to sell nore goods w thout increasing its running
costs. If, for exanple, nore staff are needed, the gross surplus

nmust be increased to cover the wages.
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Price Reduction

In a co-operative shop a certain type of glass bow is sold at $15
api ece. The margin is 20% Only six bow s have been sold in the
| ast nont h. The manager thinks he could sell nore if the price

were reduced to $14.
a) What is the cost price?
b) How nuch gross surplus was earned in the nonth?

c) Wiat is the m ni rum nunber of bowl s that nust be sold at the

lower price to earn the same gross surplus?

d) What is the new nmargin?

A co-operative society is selling goods for $30,000 a nonth. The
average margin is 12% It has been suggested that prices should

be reduced; the shop would attract nore custoners and increase its

sal es.

How nmuch do they have to increase sales to earn the sane gross

surplus if the margin were reduced to 10%
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SESSION 6.3
CAICUIATION OF SFITING PRICES
hjective: To enabl e trai nees to use conmon nethods to cal cul ate
the selling price so that a predetermned nargin is
achi eved.
Time: 1 -1 1/2 hours.
Material - Exercises "Pricing" A and B.
Handy Margin Chart.
Session Quide:
1) Denonstrate the difference between the two terms nmark-up and nmr-

gin. Use as an exanple the cost price of a shirt at $30. Ask the

trainees to "mark up" the shirt 25%to get the selling price.
The mark-up = 0.25 x $30 = $7.50

The selling price = $30 + $7.50 = $37.50

Enphasi ze that the mark-up is calcul ated as a percentage of the
cost price.

Ask the trainees what the margin is: in noney terns it is $7.50,
the sane as the mark-up. Ask what percent the margin is. Soneone
may suggest 25% incorrectly. Rem nd the trainees that the margin

shoul d be expressed as a percentage of the selling price. Be sure

that all do the cal cul ati on as bel ow.

$7.50
The margin = $37. 50 X 100 = 20%

Conclusion: a mark-up of 25% of the cost price will give amargin

of 20%of the selling price.

Ask the trainees to mark up the shirt 100% and to calculate the

mar gi n.
The mark-up will be $30.

The selling price will be $60.
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] $30
The margin = ——— x 100 = 50%
$60

If necessary, cite additional exanples. It is inportant that every
trainee grasp the fact that a certain margin percentage corresponds
to a higher mark-up percentage; if a certain margin is wanted, the
cost price nmust be marked up by a higher percentage. Note the con-

clusion for each exanple on the chal kboard.

Mar gi n of Mar k- up of

selling price corresponds to cost price
10% 11%
13% 15%
20% 25%
30% 43%
50% 100%

Point out that the larger the nmargi n percentage, the larger its

di fference conpared to the nark-up percentage.

Remind trainees that in their own pricing work they nornally know
the cost price and what margin they want. What they do not knowis

the selling price of the goods.

Two comon net hods of calculating the selling price are presented

bel ow:
a) using a mark-up nultiplier, and

b) using a formula for direct calculation.

(If only one nethod is generally used in the area, it nmay be suf-
ficient to teach that alone. O herw se, trainees mght study both

net hods and adopt the one they prefer.)

Distribute Exercise A.  Ask trainees by what percentage they should
mark up the tea. They shoul d understand by now that the mark-up
shoul d be above 10% (which is the margin). Point out that while it
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is possible to calculate the percentage of mark-up, it is quite
conpl i cat ed. Explain that charts like the one on the chal kboard
are avail abl e, where one can qui ckly see what nmark-up percentage to

use, once the margin is known.

Di stribute the Handy Margin Chart. Denonstrate how to use it.
Ask the trainees to find what mark-up percentage should be used to
get a margin of 10% 15% and 22% respectively. Correct answers

are 11% 17.5% and 28%

Usi ng the chal kboard, calculate the first selling price in the ex-

erci se.
Cost price = $14
Mar gi n = 10%
Mar k- up = 11% (read fromthe chart!)
Mar k- up = 0.11 x $14 = $1.54

Selling price = $14 + $1.54 = $15.54

Show the trai nees that instead of first calculating the anount to
be added and then adding it to the cost price, both operations

could be done at the same tinme, if the pultiplier is used.

Selling price = 1.11 x $14 = $15.54

Ask a trainee to do the next exercise on the chal kboard, using the

mul tiplier. Check to see that all trainees understand how to use
the Handy Margin Chart. Ask them each to do the renmini ng exer-
ci ses.

Wien everyone is ready, have the correct answers read.

Dried mlk $18. 15
Cigarettes 6. 90
Toot hpast e 9.52
Hamrer 16. 47
Saucepan 22.50

Ri ce 4. 86
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In practice, a price like $16.47 on the hamrer woul d probably be
rounded of f to $16.50. If anyone has already done this, it should

be accepted as correct.

Check by hand-rai sing how many trai nees have nanaged to do the ex-
ercises wthout mnistakes, with just one mi stake, and so on.
Further practice in their spare tinme should be requested of those

maki ng several m stakes.

Using a formula
Wite the following forrmula on the chal kboar d:

Selling price - Margin = Cost price.

Rem nd trainees that the nargin is stated as a percentage of the

selling price. That nmeans that the selling price is 100%

The cost price could al so be expressed as a percentage of selling
price. Add figures to the fornmula on the chal kboard to show this

exanple with a margin of 10%
Selling price - Margin = Cost price

100% - 10% = 90%

Wite the foll owi ng probl em on the chal kboar d:
The cost price = $6. 30
The margi n should be 10%

What is the selling price?

We know t hat:

90% of the selling price is $6.30 (that is the cost price).

$6. 30
1% of the selling price = —
90
100% of the selling price $6. 30
= — x 100
(that is the whole selling price) 90
Ask the trainees to nake the cal cul ati on. The correct answer is

$7. 00.
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Now ask the trainees to describe the calculation in general terms.

A correct description will give the formul a bel ow

Cost price

X 100 = Selling price
100 - Margi n%

Wite this formula on the chal kboar d. Tr ai nees shoul d note that
this nethod allows themto calculate the selling price wthout

knowi ng the mar k-up percent age.

Di stri bute Exercise B. Ask a trainee to calculate the first sell -
ing price on the chal kboard, using the fornula. Check to be cer-

tain that all trai nees understand how to use the fornul a.

Ask each participant to do the renai ni ng exerci ses. Have soneone

read the correct answers.

Soft drink $ 1.82
Det er gent 12. 92
Tuna fish, tin 13. 45
T-shirt 23. 17
Mar mal ade 14. 12
Tape recorder 200. 00
Check your trai nees' work. I f necessary, add nore exercises for

practi ce.
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Prici

ng - Exercise A

Sheet

Use the Handy Margin Chart to calculate the selling prices

Tea 5009

Dried mlk

Cigarettes

Toot hpast e

Hammrer

Saucepan

Rice 1 kg

Cost
Price

14. 00

16. 50

13.50

18. 00

Mar

10

13

16

18

20

gin Mul tiplier

%

Sel ling
Price

4



Pricing -Exercise B

Use the formula to calculate the selling prices.

Cost price

x 100 = Selling price
100 - Margin%
Cost Mar gi n Sel i ng
Price Price
Soft drink 1. 60 2
Det er gent 11.50 mw
Tuna fish, tin 11.70 3
T-shirt 19. 00 8
Mar mal ade 12.00 5

Tape recorder 160. 00 20 L.
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MARGIN on Add to or MARGIN on Add to or
SELLING COST PRICE | multiply SELLING | COST PRICE| multiply
PRICE this COST PRICE PRICE this COST PRICE

required MARK-UP by required MARK-UP by

1% 1.01% 1.01 26% 35.0% 1.35
2% 2.05% 1.02 27% 37.0% 1.37
32 3.1% 1.03 28% 39.0% 1.39
4% 4.2% 1.04 29% 41.0% 1.41
5% 5.3% 1.05 30% 43.0% 1.43
62 6.4% 1.06 31% 45.0% 1.45
7% 7.5% 1.08 32% 47.0% 1.47
8% 8.6% 1.09 33% 49.5% 1.495
9% 10.0% 1.1 34% 51.5% 1.515
10% 11.0% 1.11 35% 54.0% 1.54
11% 12.5% 1.125 36% 56.5% 1.565
12¢% 13.5% 1.135 37% 59.0% 1.59
13% 15.0% 1.15 38% 61.5% 1.615
14% 16.5% 1.165 39% 64.0% 1.64
15% 17.5% 1.175 40% 66.5% 1.665
16% 19.0% 1.19 41% 69.5% 1.695
17% 20.5% 1.205 422 72.5% 1.725
18% 22.0% 1.22 43% 75.5% 1.755
19¢ 23.5% 1.235 44% 78.5% 1.785
20% 25.0% 1.25 45% 81.5% 1.815
21% 26.5% 1.265 46% 85.0% 1.85
22% 28.0% 1.28 47% 88.5% 1.885
23% 30.0% 1.3 48% 92.5% 1.925
24% 31.5% 1.315 49% 96.0% 1.96
25% 33.5% 1.335 50% 100.0% 2
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SESSION 7.1
L EAKAGE
hjective: To enable trainees to identify where | eakage may occur,
to explain its consequences and how it can be pre-
vent ed.
Tine 1 1/2 - 2 hours.
Material Case-study "The Best Manager".
Session Giide:
1) Tell the trainees that a co-operative bought a 50 kg bag of rice.

The cost price was $3.50 a kg and the selling price $3.75. Ask

trainees to calculate the expected gross surplus.

Wil e they work, prepare the table bel ow on the chal kboar d. Do
not inmediately fill in the figures; ask a trainee for them and

conplete the table.

Sal es $ 187.50
Cost  of goods 175.00
= Goss surplus 12.50

Explain to trainees that the sale of rice was particularly con-
trolled in this co-operative; the shop assistants wei ghed out rice
for the customers and they put the paynent for rice in a separate
cashbox. Whien all the rice had been sold, the noney totall ed

$180. Add this information to the table on the chal kboard. The

table will reveal that the actual gross surplus was | ower than ex-
pect ed.
Expected Actual
Sal es $ 187.50 180. 00
- Cost of goods 175. 00 17500

= Goss surplus 12.50 5.00



How much was m ssing? Two kg of rice had apparently di sappeared
wi t hout being paid for. This constitutes a Leakage of two kg of
rice, or $7.50. Remi nd trainees about the definition of |eakage:

a loss of goods (or cash) for wunknown reasons

Wthout |eakage the co-operative would earn $12.50 on a bag of
rice.  Ask each trainee to calculate how many bags of rice nust be

sold to earn $12.50 if two kg is lost fromevery bag

The correct answer is 2 1/2 bags. Point out that it would be im

possible to increase sal es enough to conpensate for such | eakage

Ask the trainees to calculate the | eakage and the gross surplus if

five kg were lost and the co-operative was paid for only 45 kg of
rice. Correct answers:

Expect ed sal es $ 187.50

Actual sal es 168 75
Leakage 18.75
Sal es $ 168.75
Cost of goods 175.00
Gross Lass - 6.25

Enphasi ze that trade nmargins are usually so snall that even m nor
| eakage could ruin a shop. In this case, the cash collected on the
sale of a bag of rice is not enough to purchase a new bag - or to

provi de adequate surplus to pay other expenses.

Poi nt out the obvious conclusion: |eakage nust be prevented or re-
duced. Enphasi ze that this is possible only if we know where and

how | eakage occurs.

Ask the trainees how the | eakage of rice might occur. Have t hem
di scuss the natter in small groups for a few ninutes. Then ask
several trainees in turn to suggest ways. Note all reasons for

| eakage on the chal kboard. They shoul d i ncl ude:
Wong quantity received. (The bag contained not 50 but 48 kg.)

Wi ghi ng mi st akes. (Sone custoners recei ved overwei ght.)
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- Wong price charged. (The sal esman was ni si nf ormed about
the price or mscalculated it so the

cust oner was under charged.)

- Wong change given. (The cust omrer recei ved t oo much
change.)
Some goods spoil ed by (Rats ate or contami nated the rice.)
pests.
- Carel ess handling of (Some rice dropped on the floor when
goods. wei ghi ng.)
- Sonme goods stolen. (Taken or given away by the staff, or

pil fered by custoners.)

Ask the trai nees how | eakage m ght occur wi th goods other than

rice. Add these to the list. Exanples:

Car el ess storage. (This can result in damage due to

br eakage, npisture, or pests.)

Deterioration. (Perishabl e foodstuff turns bad and

cannot be consuned.)

- Weight |oss. (Some foodstuff dries out or evapor-
ates.)

- Unaccounted-for con- (Soap or cleaning articles taken for

sunption. use by the staff; drinks offered to

official visitors.)

- Contai ner | oss. (The system for paying deposits on
enpty bottles or the like is not

strictly applied.)

Ask each trainee to select the five nost conmbn causes of | eakage,
according to his experience. Then put the question to a vote by

the group as a whol e.

Di vide the trainees into five groups and distribute one reason for
| eakage to each. G ve the groups sone 15 minutes to di scuss ways

to avoid that | eakage



Reconvene the groups and request a representative of each group to
report its reconmendati ons. Invite coment but do not take tine
now to di scuss the effectiveness of the various nethods. The in-
tent is to show the trainees that | eakage has nmany causes and nust

therefore be prevented by nmany neans.

Make sure that all trainees appreciate the conclusion: to prevent
| eakage the shop staff nust be able to carry out all their tasks

correctly.

Expl ain that | eakage is usually expressed as a percentage of
sal es. For exanple, sales during a given nonth were $50, 000.
During the sane period, goods worth $1,000 were |ost. The | eakage

was deternm ned as bel ow.

$ 1,000
$ 50, 000

100 = 2%

Ask each trainee to calculate the | eakage in percentage if sales

were $90, 000 and | eakage $2,700. The correct answer is 3%

The trainees may want to know how t hey can determ ne the amount of

mer chandi se lost; this will be explained in Session 8.4.

Ask what the advantages are of expressing | eakage as a percentage

of sales. The percentage figure makes it possible
to follow the pattern of the | eakage level in a shop
to conpare the | eakage level in different shops;

to determine if the level of |eakage is acceptable or not.

Di scuss what | evel of |eakage could be accepted as normal . There
may be official guidelines, but generally | eakage bel ow 0.5% i s

consi dered as | ow, above 1% as hi gh, and above 2% as very high

Trai nees shoul d recogni ze that the acceptabl e | eakage | evel depends
on such factors as the type of shop, what it deals in, and its |o-
cale. Ask themto conpare two shops, as bel ow, and decide which is

likely to have nore | eakage and why.
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Conparison

- A shop dealing in general
groceries and
a shop dealing only in fresh
f ood.

A counter-service shop and
a sel f-service shop.

An ol d ranmshackl e shop and
a new nodern one.

A vill age shop and
a city shop.

- A shop where records of dam

aged goods are kept and
a shop without such records.

Sheet 3

Comment

The fresh food (perishable) is
likely to cause nore | eakage
than the general groceries
(dry or canned food and house-
hol d supplies) which can be
kept | onger before deteriorat-

i ng.

Self-service is likely to in-
crease | eakage because t he
custoners (not just the staff)
handl e t he nerchandi se.

H gh |eakage could indicate
that the building itself is
no | onger suitable for a shop.

In a city area with a high
crinme rate you would expect
nor e | eakage (shoplifting)
than in a quiet village.

Ef fi ci ent record-keepi ng nini-
nm zes | eakage (which is, by
definition, |oss for unknown
reasons).

Di vide the trainees into groups of three to five persons. Distrib-
ute copies of the case-study "The Best Manager" and all ow sone 15

m nutes for the assignhnent.

In the meantinme, copy the table below on the chal kboard wi t hout

filling in the percentage figures.

Estinmmtes Shop A Shop B Shop C
Sal es 3,000 2,800 3,500 3, 000
Net surplus 120 4. 0% 112 4. 0% 70 2.0% 135 4.5%
Leakage 18 0.6% 14 0.5% 42 1. 2% 24 0.8%
Reconvene the groups and ask themto fill in the percentage figures

in the table (question a). Make sure that all trainees understand

how t he cal cul ati ons were nade; denonstrate this if necessary.



Ask a representative fromeach group to report its evaluation of
managers (question b). Invite comment. The figures reveal the

poi nts bel ow

Manager A keeps good order in his shop. That results in |ow | eak-
age. He may not be a good sal esman but he keeps good control over
runni ng costs. He has managed to keep the net surplus at the esti-
mated |l evel in spite of |ow sales. But the co-operative has earned

| ess npbney than expect ed.

Manager B seens to be a good sal esman but not careful enough with

mer chandi se and expenses. Thus, | eakage is high and net surplus
too | ow.
Manager C has reached the estimted sal es | evel. Leakage is a bit

hi gh, but on the other hand he nust have avoi ded sone expenses

since his net surplus is higher than expected.

Ask the groups to rank the three managers (question c). Accept
different opinions since there is no one correct answer. Cis bet-
ter than A, but Bis nore difficult to rank. The nenbers woul d
probably say that he serves them best, but the small net surplus

m ght be insufficient for devel opnent of the shop.

Sum up by enphasi zi ng that the percentage of | eakage |evel is one
of several figures to consider when evaluating the performance of a
shop nmanager. Leakage affects business results in any retai

shop. Everyone working in a shop nust appreciate this and learn to

prevent | eakage.
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Ihe Best Manager

The Progress Co-operative Society has three shops. They are of the
same type and size. They are located in simlar areas and their narket
conditions are about the sane. CGoods are supplied fromthe Co-operat-
i ve Whol esal e Society and the reconmended selling prices are followed.
Last year each shop was estimated to sell $3,000,000 worth of merchan-
dise and to earn a net surplus of 4% of the sales. Nornal |eakage, in-

cl udi ng damage and wastage, was estinmated to be 0.6% of sales.

These are the actual results

achi eved i n thousands of dollars.

Estimates Shop A = Shop B = Shop C
Sal es 3, 000 2, 800 3, 500 3, 000
Net surplus 120 4% 112 70 135
Leakage 18 0.6% 14 42 24

Assi gnnent

a) Calculate the net surplus and the | eakage in percentage of sales

for each shop.

b) Evaluate the success of the three nanagers in running their shops.

What do the figures above tell us about their good and bad points?

¢) Rank the managers. W is the best one fromthe nembers' point of
Vi ew?
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SESSION 7.2
DELIVERY CONTRO
hjective: To enabl e trai nees to appreci ate the i nportance of de-
livery control and to organi se safe delivery control
systens in their own shops.
Tine: 1 1/2 - 2 hours.
Material : M ni -cases "Delivery control A - C'.
Handout " Check-list for Delivery Control".
: . . |
1) Di stribute copies of the mni-cases. Ask the trainees to read Case

A and then to explain the consequences of the failure descri bed.

At | east the followi ng two aspects should be brought up:

- The shortage of corned beef.
Since it was unexpected, the manager may not be able to find a

new supply or substitutes quickly. Custonmers wanti ng corned

beef will not be satisfied. This may negatively affect sal es.

- The co-operative has paid for sonething it apparently never re-

cei ved.
It will be awkward expl aining the situation to the supplier; if
he refuses to conpensate, the co-operative will | ose noney.

Ask the trai nees to suggest how to avoid such problens. Try to

elicit the "rul es" bel ow.

- Upon the recei pt of goods, check to nake sure that you have re-

cei ved exactly what you ordered.

- Before paynent, check to be certain that you have recei ved what

you pay for.

Note the foll owi ng key words on the chal kboar d:
RECEI VED = ORDERED

RECEI VED PAI D
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Di scuss how this checking can be carried out in practice under the

foll owi ng circunstances:

a) goods are coll ected at the whol esal e depot agai nst cash pay-

ment

b) goods are brought to the shop by the supplier and paid | ater

agai nst an invoice.

Ask the trainees to share their experiences. Show sanpl es of docu-

nents actual ly used.

Di scuss further what actions should be taken in case of discrep-

anci es. At |l east the follow ng should be brought up

- VWat could be done to avoid out-of-stock probl enms when goods or-

dered are not received?

- VWhat should be done in order to get refunded when prepaid goods

are not received?

VWhat shoul d be done when an invoice includes goods which were

not received?

Ask the trainees to read Case B. A general discussion of the case
coul d be introduced through a role play. Ask a trainee to act as

the shop manager. (He has just arrived at the Union Depot to claim

conpensation for the nmissing sugar.) Perform yourself, the role
of the Uni on nanager. You should pretend to be suspici ous and
question the correctness of the claim Refer to the document on

whi ch the assi stant nanager has certified that the goods were
recei ved in good condition. Tell the manager that the nethod of

checki ng was not good enough.

The role play will show the need to check the quantity when the
goods are received by the co-operative. Later it will be difficult

to prove when a |loss has occurred - before or after receipt.

Di scuss how quantity shoul d be checked -

a) in the case described (where the assistant nanager shoul d have
denanded that the wei ght be checked before accepting the goods

at the Depot);
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b) if the Co-operative Union had delivered the goods to the shop
(where the weight should be checked before the delivery note is

signed; this requires a weighing scale in the storeroon.

Di scuss the need to count, neasure or weigh all nerchandi se re-
cei ved. Ask the trainees to give exanples fromtheir own experi -

ence as to which goods are difficult to check regarding quantity.

Ask the trainees to read Case C. Then ask which persons coul d
possi bly have caused the breakage; the trainees will realize that
quite a nunber of peopl e have been handling the | anps on their way
fromthe manufacturer to the custoner. Any of them could have

caused t he damage.

Fromthis case the trai nees should | earn that when damaged goods
are di scovered in the shop without establishing the cause, the co-

operative society is likely to stand the | oss.

By this point, the trainees should understand that it is necessary

to check the condition of the goods hefore signing the delivery

note confirmng that all have been received in good state

Does this nmean that ail nerchandi se nust be unpacked before accept-

ance?  Di scuss. (Unpacki ng ni ght delay the transporter and cause

i ncreased transport costs.)

Ask the trai nees for exanples of goods which al ways shoul d be
exam ned upon receipt (fragile itens and visibly damaged packages,

for instance).

Sum up the steps in delivery control. Wite the headi ngs bel ow on

a poster. Ask the participants to assist in finding the key words.

DELI VERY CONTROL

A_  RECHIPT OF GOODS B.  PAYMENT OF GOODS

1. Ri ght goods? 1. Goods received?
(= those ordered)
2. Correct quantity? 2. Prices as agreed?

3.  Good condition? 3. Correct calcul ations?
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Enphasi ze that the systemw |l work only if the trainees are able
to organi se the receipt of goods in a practical and systematic

way. They shoul d now focus on such details.

Di vide the class into groups of five to seven persons. Explain the

assignnment as follows to each group.

Wite "Instructions” (a check-list) for the person responsible for

delivery control, concerning -

A preparations for the recei pt of nerchandi se (where the goods
shoul d be recei ved, checked and stored, what equi pnent is

needed) ;

B procedures for the checking of goods (which goods to check,

when to do it, howto do it);

C actions to be taken in case of discrepancies (nissing or dam

aged goods, how to informthe supplier).
The instructions should apply to the situation where a witten or-
der has been sent to a supplier and the goods are delivered by the

supplier's truck.

Al l ow the groups up to 40 m nutes for their work. Reconvene the

groups and ask one group to present its "Instruction A - Prep-
arations". Di scuss the proposal, asking the other groups for
suggesti ons. Make sure that the itens under the handout " Check-

list for Delivery Control"” are included.

Continue in the sane way with "lInstructi on B - Checki ng procedures”
and "Instruction C - Actions in case of problens”. Mike sure that

the suggestions are simlar to the check-1list included here.

Then distribute that check-list to the trai nees - or reproduce one

based on their own suggesti ons.
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Case A

The nanager of a co-operative is inforned one day that the tins of
corned beef are out of stock. He finds this very surprising as he is
sure he ordered two cartons the previ ous week. It is nmost unlikely

that they have been already sol d.

He searches the storeroom - no corned beef. He begins to wonder if it
was ever received. He checks the invoice fromthe whol esal er, which
has just been paid. The corned beef is included, all right. Yet none
of his staff renenbers unpacki ng any corned beef. He checks the deliv-
ery note and finds the beef is not listed. It |ooks |ike the manager

has paid for corned beef which has not been received.

Case B

A shop assistant has just brought a 50 kg bag of sugar fromthe store-

room He becones suspici ous about the weight of the bag and tells the

manager .
The nmanager agrees that the bag does not | ook full, although it does
not seem to have been opened. He i nstructs the assistant to record

everything sold fromthat bag so that its contents can be checked.

The assi stant cuts open the bag. Each ti me he wei ghs out sugar to a
custoner, he notes the anobunt on a pi ece of paper. When the bag is

enpty, he adds up the total. 44 kg of sugar have been sol d.

The sugar bag had been collected at the Depot of the Co-operative Union

by the assi stant shop nmnager.
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Case C

VWhen unpacki ng a box of kerosene | anps, a shop assistant found that
nost of the gl ass chi meys were broken. The box had been in the store-
room for about two weeks. It had been purchased from General Suppli es,
Ltd., and had been brought to the shop by Quick Transport, Ltd.,
together with sonme other goods. Two peopl e had been hired to unl oad

the truck. One of them had set the box on the floor of the storeroom

Al'l enpl oyees were questioned about the danmge but they all denied any
know edge of it. One assistant admtted noving the box to a shelf in

the storeroom but insisted that he had handl ed the box carefully.
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Check-list for Delivery Control

A - PREPARATI ONS

1. Prepare the receiving area

This should be close to the storeroom entrance, clean, and

free of other goods.

2. Prepare the equi pnent needed

Make sure the necessary carts, trolleys, weighing machine,
tools for opening boxes, and felt pens for marki ng boxes are

on hand.

3. Prepare the staff.

One staff nmenber should be ready to take care of the goods

and the requi site checking when the transport arrives.

B - CHECKI NG PROCFDURES

L Make sure that the consignnent is for your shop.

2. Un

Bef or e unl oadi ng begi ns, check to see that the delivery note

has your nanme on it.
oad and pl ace all nerchandise in the receiving area.

As goods are being brought in, watch out for danaged pack-

ages; put any such itens aside for closer exam nation.

Pl ace fragile itens where they will not be easily damaged.
Keep packages contai ning the same articles together.

Keep goods requiring weighing separate.

Put smal| packages where they are easy to find.

Separate fresh and frozen goods so they can be taken care of

first.

Pl ace urgently needed goods (perhaps because they have been
out of stock) apart fromthe rest to be unpacked i Mmedi -

ately.
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3. Check to be certain that you have recei ved exactly what is

stated on the delivery note.
Ri ght goods~?
Ri ght quantity?

- Good condition?

- Mark the packages as they are checked and tick off the cor-

responding line on the delivery note.
4, Sign the delivery note.
- Keep a copy for later conparison with the invoice
5  Return any enpty containers.

- Obtain (and properly file) a receipt for any cases or enpty

bottles returned to the supplier.

LN CASF COF DI SCREFPANCI ES
1. Ret urn goods.

Ask the delivery man to take back any goods not ordered and

any not in good condition.
2. Correct.the delivery note

Record on the delivery note any goods returned. Correct any

ot her errors.
3. Have the corrections endorsed.

- Ask the delivery man to certify with his signature that the
corrections and notes on the delivery note are correct.
File a copy with his signature for |later conparison with the

i nvoi ce.
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SESSION 7.3
STOCK- TAKI NG
hjective: To enabl e trainees to organi se fast and accurate stock-
t aki ngs.
Time: 1 - 1 1/2 hours.
Material : Case-study "The Stock-taking".
Handouts " Check-1li st for Preparations for a Stock-
taki ng" and "Instructions for Stock-taking Teans".
Session Qiide:
1) Fi nd out what the trai nees know about stock-taki ngs and how t hey

organi se them Ask, for exanple:
Why are stock-takings carried out? How often?

How much time is usually spent on a stock-taking?

- Is the shop kept closed? For how many hours?
- Who is involved? Wiat are their duties?

VWhat details are recorded?

Concl ude:

a) The aim of the stock-taking is to find the actual value of the

st ock. Ask the trainees why that is needed. It is essential:

-  for calcul ating | eakage;

- for verifying the value of the stock on the bal ance sheet;

- for calculating the cost of goods in a trading report.

(This could be estimted or cal cul ated i n anot her

t 00.)

(Do not spend tine explaining the various cal cul ati ons now,

refer to other sessions.)

b) Consequently, the frequency of stock-takings depends on how

often the actual stock value is required for any of

reasons nenti oned above.



c) It
Qbvi ously, the exact,
li shed, wi thout

toners.

(Legal
what details nust

Account ancy Act .

st ock-taki ng used for the annual

Di vide the trainees into groups of five to seven.

is necessary to organise fast and accurate

be recorded.

st ock-t aki ngs.

true value of the stock nust be estab-

causi ng too nuch i nconveni ence to the cus-

regul ati ons concerni ng stock-taki ng may exi st; for exanple,
Read t he rel evant paragraphs of the
Note that these regulations only apply to the

bal ance- sheet .)

Di stribute

copi es of the case-study "The Stock-taking" and all ow some 15 min-

utes for the assignnent.

Reconvene the trainees.

Ask the groups to report

in turn. Each

shoul d cite a possible nmstake and of fer suggestions as to its pre-

vention.

Make brief notes on the chal kboard.

The followi ng m s-

takes and ways to avoid them shoul d be nenti oned:

Possible M stakes

Wong price on
since the smaller
nor e expensi ve.

det er gent
packet is

Softy Soap marked with dif-

ferent prices. One of them
nust be wrong

M ssing price on t oot h-
br ushes.

Wong quantity may be esti -

mat ed for the toothpaste.

Wong quantity recorded of
t he washing-up liquid - prob-
ably an error due to mishear-
ing

How to Avoid Them

St ock-taki ng staff should be in-
structed to decide if prices are
reasonabl e before recordi ng them
Check the price list, if necess-
ary.

Check which price is correct. (Do
not forget to change the incorrect
price | abels.)

Do not guess - check!

Count the tubes, or

keep records of how nmany are sold
fromthe full boxes before the
st ock-t aki ng, or

wei gh first one tube, then all of
them and cal cul ate the quantity.

The person doing the recording
shoul d be instructed to foll ow the
counting and deternmine if t he

anount stated is reasonabl e.

what he is
his partner wll
he has got it right.

He coul d al so read out
writing so that
know t hat



Possi ble M st akes

Danmnged itens recorded at

full price al t hough t hey
carry | ess val ue (the
bucket s).

Some soap may not have been
recor ded. It was displayed
in various places and the
st af f m xed up  what was
count ed and what was not.

Since the staff tried to
count all soap together and
t hus had to nove from pl ace
to place while counting, it
is possible that they al so
forgot to record other arti-
cles.

The trai nees should realize that
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How to Avoid Them

An item whi ch can no | onger be
sold no | onger has any val ue and

shoul d not be i ncl uded in the
st ock-t aki ng. If it can be sold
at a r educed price, t hat one

shoul d be recorded.

Di splay the entire stock of each
article together, or

record goods strictly in order of
di spl ay. For exanple, if soap is
di spl ayed in three places, it
should be listed three times on
the stock-taking lists, as well.

Sane as above.

st ockt aki ng rmust be carried out

systematically and accurately to give true stock val ue.

Tell the trainees to re-exanine the list of possible nistakes. Ask

t hem whet her the attenpts to avoid recordi ng m stakes woul d del ay

t he stock-taking.

Can this be avoi ded?

The trai nees should understand that if there are many danmged itens

or goods not

will be slow

Enphasi ze t hat stock-taking mnust

to foster this?

- Prepare in advance,

properly displayed or price narked,

t he stock-taking

be done quickly. Wat can be done

so that the counting and recordi ng essenti al

to any stock-taking can proceed w thout interruptions.

Ask the trai nees what preparations they reconmend.

cuss the question briefly in snall

Have t hem di s-

groups before answeri ng.

They should conme up with the foll owi ng points

- check the display and put

pl aced;

ri ght any goods whi ch have been m s-
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- arrange the goods so that they are easy to count;

- make sure all goods are correctly priced and | abell ed. Correct

any errors;

- renove any damaged or out-dated itens; wite themoff, return

themto supplier or adjust prices as needed.

Remi nd the trainees that recording error is a conmon reason for

m st akes during a stock-taking. The staff either:
- forget to record sone itens, or

- record the sanme itens tw ce

Expl ain that the nistakes are often due to a | ack of organisation.
There are usually several persons taking part in a stock-taking;
they are all very busy and working very fast. It is easy to m x up
count ed and uncount ed goods. Hence, it is very inportant that

everyone invol ved knows exactly what he is supposed to do

Ask the trai nees how the work can be systematically organised. Try

to elicit the suggesti ons bel ow.

- The stock-taking staff should work in teans of two; for in-
stance, one shop assi stant counting the goods and one conmittee

nmenber doi ng the recordi ng

- Each team should be told exactly what area it is responsible
for. To make the division of the shop even nore clear, each
shel f, rack, drawer, cupboard, freezer, and speci al displ ay
m ght be nunbered by | abels taped onto each unit. Each team

shoul d be told the nunbers for which they are responsible.

- Staff should always count systematically, starting on the op

shel f, counting article by article from |eft to right, shelf by

shelf fromtop to bottom

- Staff mght also prepare for stock-taking by recording article
names and prices in advance. Thi s | eaves them only the quan-
tities to record during the stock-taking. (Note that articles

must be recorded in the order displayed.)
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Di vide the trainees into groups of five to seven nenbers. Ask sone
of the groups to prepare a "check-list" for preparations to be done
in advance of stock-taking and the others to wite concise instruc-

tions for staff doing the stock-taking.

Al | ow about half an hour for the group work; then reconvene the
cl ass. Ask one group to present its check-list and the others with
the same assignment to add other items they have included.
Di scuss, and agree on a realistic list. Have all trainees copy the
list, or ask sonme to prepare and reproduce it as a handout for

everyone.

Continue in the sane way with the list of instructions for the

st ock-taki ng staff.

(It is best to let trainees prepare their own |lists. However, if
there is not enough tinme for the group work, the handout i ncl uded

here can be reproduced and distributed.)
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The Stock-taking

St ock-taking is going on in a co-operative shop. Adel e and Henry are

working as a team Adele is counting the items and Henry is witing a

list. He notes for each itemthe nunber of pieces and the price per
unit. They do not take tine to calculate the value. This is to be
done | ater by the nmanager. We shall follow their work for a short
whi | e.

Adel e counts and tells Henry what to wite:

"15 packets of detergents. Price is $17.50. And 26 of the small
si ze. It is $22.75."

"Softy soap. Here are 22 pieces. Wait, there are sone nore; 29 alto-
get her. Look, this is strange, the first are marked $2. 70 but the

others are $3.70. Wite $2.70, since npst of themgot that price."

"Then we have the toothbrushes; 12 in vari ous col ours. But | can't
find any price. Do you renmenmber how nmuch we charge? Isn't it $5 or
somet hi ng?"

"Here is a basket filled with tubes of toothpaste. | enptied two boxes
cont ai ni ng 48 tubes each the other day. | believe there are about 70
left. Price is $6.80."

"14 contai ners of washing-up liquid of $8.50."

"Plastic buckets, eight pieces at $35. Two are wi thout the handles. |
wonder who would like to buy then®"

"Here are five nore bars of soaps. Stop! Don't wite. | think I've

al ready counted them™"

We shall | eave Adel e and take a | ook at Henry's records. On the next

page you can see what he has recorded.



STOCK~-TAKING FORM List Nr: 4
Article Quantity | Unit Price | Total Value
Lefetg errid— /5 /7 50
— 0 —  smadl 2& 22.75
Softy Somp 29 2.70
Tooth brwot /2 B0
oot paste 70 é.80
Honstreng -up Lguid, 40 8. 50
Hlastre buchert 4 35 00

Assi gnnent

Di scuss whet her or not the records indicate the true val ue of the

st ock. Identify possible mstakes and ways they coul d be avoi ded.
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Check-list for Preparations for a Stock-taking

Deci de on a suitable day and hour for the stock-taking.

I f possible, avoid closing the shop for it.

Check to be sure that a sufficient supply of stock-taking forns is

avai |l abl e.

Arrange for extra staff to help with the stock-taking (for in-

stance, committee nenbers).

Make sure that storerooms and selling areas are clean and goods

properly arranged for easy counting.

As far as possible, keep only full, sealed cases in the storeroom

wite the quantity and selling price per unit on the cases.

Check the displays in the selling area. Correct -
- any goods w ongly pl aced;
- any price |abels nissing;

any incorrect prices.

Deal with damaged goods and sl ow noving itens:
- sell them out at reduced prices, if possible;

- t hrow away obsol ete, usel ess and unsal eabl e goods.

Return any enpty crates, druns, bottles, etc., for credit.

Goods which may be tine consuning to count, neasure or weigh can be
dealt with some days before the actual stock-taking. (For in-
stance, a roll of cloth material can be neasured and the | ength
noted on a card attached to it. Should any of it be sold before

t he stock-taking day, the card is marked accordingly.)
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Instructions for Stock-taking Teans

Wrk two and two, one as a "counter and caller"” (a shop assistant)

and one as a witer (a conmmittee nenber).

Use the pre-nunbered special stock-taking forns to record all the

goods in the area allocated to your team
Go through all the shelves fromleft to right, fromtop to bottom
Make sure all goods in other spaces in your area are counted and

recorded (cupboards, drawers, special displays, etc.).

Record the nunber of units, the kind of nmerchandi se and the selling

price per unit. Do not calculate the total price.

Wite clearly and | egibly.

Hand in all the stock-taking forns to the nanager, including those

not used, when the work is conpl eted
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SESSION 7 4
STCOCK RFCORDS
(hiective: To enable trainees to keep records of the stock val ue
Tine: 1 - 1 1/2 hours.
Material : Bl ank pages froma Stock Control Register (two for each

trai nee)

Exerci se "Stock Control".

Session @Qiide

Ask the trai nees how they keep track of their stocks of expensive
itens, such as tools, cassette players and watches. Soneone i s
likely to nention the use of "bin-cards". Ask hi nmf her to denon
strate on the chal kboard how such bin-cards are kept. Use the fol -

| owi ng exanpl e:
- On 1 January, there are six cassette players in stock
- On 3 January, four cassette players are sold.

- On 5 January, the shop manager purchases siXx nore cassette

pl ayers.

- On 12 January, he sells another three cassette pl ayers.

The "bi n-card"” produced on the chal kboard shoul d now | ook I|i ke

this:

CASSETTE PLAYER MODEL SONO - 12

DATE IN ouT BALANCE
1.1 Ingoing stock 6
3.1 Sold 4 2
5.1 Purchased 6 8

12.1 Sold 3 5




2)

Tell the participants that after the | ast sale a check showed that
there were actually only four tape recorders in stock. Ask them

what this neans.

The di screpancy between the stock in the records and the actual
stock indicates a lLeakage K  One cassette player has di sappeared

wi t hout being paid for - that is, Lf the records are accurate.

Find out if any of the trai nees have been practising this type of

unit stock control (so called, because the systemtells how many

units/items are in stock). If so, ask themto comment upon its
usef ul ness. What are its benefits and shortconings? If no one has
such experience, the trainees nght still be able to find sone ad-

vant ages and di sadvant ages, as bel ow
Benefits:

Detailed i nformati on about the sale of each article. Thi s
hel ps the manager to devel op the assortnent of goods accordi ng
to custoner demand and to order the right replacenent quan-

tities.

Detailed i nformation about which articles have disappeared

wi t hout paynent. Thi s hel ps the nanager to take action to pre-

vent | eakage.

Short coni ngs:

- The nmethod is very time consuning. More staff might be

needed. There is a danger that customers mght find service
too sl ow and take their business to shops with | ess bureauc-

racy.

The | arge quantity of goods handled in a shop neans that the
staff has to make hundreds of recordi ngs every day. There
woul d certainly be sonme errors which would reduce the useful -

ness of the information.

- It would be conplicated to calculate the total value of the

stock, since you have to go through all the cards, nmultiply the
quantity by the price of the article, and then add up all the

cards.

Di scuss the possibility of using a unit stock control systemin a
co-operative shop in view of benefits and shortcom ngs. Tr ai nees

shoul d appreciate that the nethod is too conplicated to be gener-
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ally used (unl ess conputorized cash registers are used for the re-
cordi ngs) . But it is suitable for control of a few sel ected
articles which need special attention, particularly very expensive

ones. Ask the trainees for exanples of such articles.

Tell the trainees that an alternative stock control nethod is to

record the total stock value jnstead of units; this method will

now be denonstrated through a sinple exercise.

Hand out blank pages from a Stock Control Register to all

trai nees. A sinlar page should be drawn up on the chal kboard or
OHP.
Expl ain that you will now provide infornmati on about sal es and pur-

chases of goods in a particular shop and that they are to nake the

rel evant entries in the Stock Control Register.

Ask the trainees what information they need first if they want to

keep records of stock val ue. The answer is "the opening stock",

i.e. the value of the stock when the recording begins. If this is

not known, it is necessary to performa stock-taking.

ltem I A. stock-taking on 1 January reveals that the stock of
goods is worth $55,500 at selling price.

(According to | ocal practice, the stock value is either recorded at

cost price or at gselling price. Sone societies even keep stock
records which include both prices. In the foll owi ng exanpl es the
stock value will only be recorded at selling price. Adj ust the

exanples to fit the nmethod applied in the trainees' co-operatives,
i f needed. Stress that value at cost price and value at selling
price nust never be mxed in the records!)

Ask the trainees to make the first entry about the openi ng stock.
Then denonstrate the correct way on the chal kboar d/ OHP. Cont i nue

in the sane manner for the itens that foll ow

ltem 2: On 2 January, goods for $4,300 are sold. Record the de-

crease in the stock value and cal cul ate the new bal ance.

ltem 3: On 3 January, sales ampbunt to $5,100 and on 4 January, to
$4, 800.



Item 4: On 4 January, goods for $12,000 are purchased. They are
to be sold for $13, 300. (Make sure trainees record the selling
price. Stress that cost prices and selling prices nust never be

m xed in the records.)

Item 5: On 5 January, cash sales are $4,400 and there are al so
goods sold on credit for $300. (Trainees should recognize that the

stock val ue has decreased due to both cash sales and credit sales.)

[tem 6: On 6 January, the price of sugar is up $1 per kg. There

are 400 kg kept in stock. (The stock increases in value although

the quantity is not changed.)

[tem 7: On the sane day sales are $5, 100.

Item 8: On 7 January, there is a stock-taking which shows a stock
val ue of $44, 900. Ask the trainees to cal cul ate the | eakage.
(Normal |y, stock-takings are not carried out this often; thisis

just an exanple to shorten the exercise.)

The Stock Control Register should now | ook like this.

IN QT BAI ANCE

1.1 Opening stock 55, 500
2.1 Sales 4, 300 51, 200
3.1 Sales 5,100 46, 100
4.1 Sales 4, 800 41, 300
" Pur chases 13, 300 54, 600

5.1 Sales 4,700 49, 900
6.1 Price increase 400 50, 300
" Sal es 5,100 45, 200

Ask a trainee to show how the | eakage is found.

Recorded stock val ue $45, 200
Actual stock val ue - 44,900
Leakage $ 300
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Sal es during the period total $23, 900. The | eakage is 1.3% of the

sales - a rather high | eakage

$300
_— 100 = 1.3%
$24, 000
Show the trainees that a Stock Control Register could be even sim
pler. Since the sales are recorded daily in the Cash Book, it
woul d not be necessary to enter the sane figures in the Stock Con
trol Register as well. It would be enough to enter the total sales

over a period of tine, if you have no special reason to know the

bal ance daily. Repeat the previous exercise in this sinplified
way.
1N QT BAL ANCF
1.1 Opening stock 55, 500
Sales 1.1 - 6.1 24, 000
Pur chases 13, 300
Price increases 400 45, 200
Leakage 300
7.1 dosing stock (actual) 44,900

Ask the trainees to conpare this value stock control systemwth
the unit stock control systemfirst presented. The partici pants

shoul d realize that the val ue stock control system

is lLess conplicated to carry out;

can be used to check the total |leakage but will not tell which

articles have di sappear ed,;

- will show the stock value at any tinme, but not which itens are

st ocked;

- will give no information about which articles have been sol d.

Thus it is muinly a nethod to check | eakage .

Tell the trainees that a certain co-operative shop had no stock
control and did not know its | eakage. However, informati on about
the stock and the transactions were conpiled from ot her records.

Ask the trainees now to prepare a Stock Control Register for the

shop and to cal cul ate the | eakage.
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G ve a blank Stock Control Register sheet and the exercise "Stock
Control" to all trainees. Allow themup to 20 minutes to conplete

t he exercise individually.

Ask a trainee who has prepared a stock control sheet correctly to
present it on the chal kboard/ OHP. Go through the itens and be sure
that all trainees have nmade correct recordings. Di scuss and ex-

pl ai n as necessary; see the conments bel ow.

I'N QT BAL ANCE
$ $ S
Openi ng stock 35, 000
Pur chases 50, 500
Sal es 45, 000
Return to supplier 1, 300
Price increases 70
Goods used in shop 40
Transferred to branch 1, 400
Enpti es purchased 50
Price reductions 100 37,780
Leakage 225
Cl osing stock (actual) 37,555

The | eakage is 0.5% of the sales.

Comrent s:

Sales. Note that these records concern the value of the goods in
stock and not the cash transacti ons. Thus, it does not nmatter
whet her or not we have recei ved paynent. Both the cash sal es and
the credit sal es nean that goods have left the shop and shoul d be
recor ded! It is all right if sonme trainees prefer to enter cash

and credit sal es separately.

Return to supplier . Note that all entries in the stock contro

register are at gelling prices. Whien the sane goods were pur-

chased, $1,300 was entered in the "IN'-colum. (It is included in
the total purchases, $50,500). Wien returned to the supplier, the

stock val ue should be reduced by the sane anpunt.
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Goods used in the shop. It is inmportant that the goods consuned by

the co-operative itself are accounted for, or else it will turn out

as | eakage.

Transferred to branch. It is necessary to keep separate stock rec-

ords to identify the | eakage in each branch. Usually a branch is
all owed to take over the goods at cost price, but in the stock con-
trol register we keep records of the selling price. (Al terna-
tively, the transfer could be recorded as a sale. If the itemis
sold at a cheaper price, the difference should be accounted for as

a price reduction.)

Enpties. In this exercise the enpties are al so consi dered as
goods. Enpti es brought into the shop by the supplier or the cus-
tomers are recorded in the "IN'-columm, enpties |eaving the shop in

the "QUT"-col um.

Bal ance Since all entries are summaries of simlar transactions
during the nonth, there is no point in calculating the bal ance for

each entry.
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Page No
STOCK CONTROL REGISTER
Month
Increase Decrease Value

t Particulars in Stock in Stock of Stock

Date articdia Value Value in Hand

(IN) (ouT) (BALANCE)
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Below is a sunmary of the transactions in a co-operative shop during a

gi ven nont h

Conmpl ete a Stock Control Register for the nonth and cal cul ate the | eak-

age.

2)

3)

4)

5)

7

8)

9)

10)

According to a stock-taking, the opening stock was worth $35, 000

at selling prices.

Goods purchased during the nonth have a total selling val ue of
$50, 500.

Total cash sales are $42, 750 and credit sal es $2, 250.

A supplier agreed to buy back a packet of cloth which was defec-

tive. It should have been sold for $1,300 but only the cost price

$1, 050 was pai d back, of course.

The price of cigarettes was increased by $0.50 a packet. Ther e

were 140 packets in stock on that occasion.

Cleaning materials for $40 were taken fromthe stock to be used

for cleaning the shop.

A branch shop of the sane co-operative ran out of sugar. Four
bags at $350 each (selling price) were transferred fromthe main

shop. (The shops keep separate records.)

A custoner brought a |lot of empty bottles which were purchased

back by the shop for $50.

To clear out sone slow noving itens, the prices were cut. The

total price reduction was $100.

St ock-value at the end of nonth was $37,555 according to a stock-

t aki ng.
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cash control
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Session 8.1 Basic Rules for Cash Control
Session 8.2 Cash Handling

Session 8.3 Accounting for the Cash
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SESSION 8. 1
BASIC RUIFS FOR CASH CONTRO
hjective: To enable trainees to explain the need for and basic
requi renments of a cash control system
Tinme 1 hour.
Material . Case-study "The M ssing Money".
: . ~ide
1) Ask the trainees if any of them have ever experienced noney di sap-

pearing fromthe shop. If so, ask themto describe their cases
briefly and to tell what actions were taken to prevent the sane
thing from happeni ng again. Ask the other trai nees for comments or

suggestions as to how the | oss of cash nmight have been prevented.

Conclude that while it is easy to see the need for strict cash con-
trol when noney is already missing, it is nmore difficult to notiv-
ate the staff to handl e cash safely before any | osses have oc-

curred.

Divide the class into groups of five to seven each. Distribute the
case-study "The M ssing Mney" and allow the groups 10 to 15 m n-

utes for the assignment.

Reconvene the class and ask a spokesman for each group to give the
answer to the first question. Di scuss and expl ain as necessary,
maki ng sure that all trainees understand the concl usions given be-

I ow. Continue in the sane way with the other questions.

a) The stock-taking reveal ed $24, 500 unaccounted for - but it is

not clear if cash or goods or both had been stol en

b) The |l oss occurred in the nonth since the | ast stock-taking;
according to the statement of the nmnager, probably toward the
end. We do not know exactly when it happened, whether on cer-

tain days or throughout the nonth.
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3)

4)

c) As we do not really knowif it is merchandise or noney that has
di sappeared, or when, it is difficult to tell how the |loss oc-

curred. There are several possible explanations, but which one

is true?
d) The co-operative society will take the | oss since it seens un-
likely that we will find out who caused it. W cannot say who

handl ed the noney (or nerchandi se) when it was | ost. The man
ager could be held responsi bl e because he failed to organi se an

effective system of cash control.

Ask the trai nees what they have | earned fromthe case-study; how

can such incidents be avoided? Try to elicit the points that fol-

| ow. They shoul d be noted on the chal kboard and by the trainees.

Make sure that you always -

- receive correct paynent for all goods sold;

- record all paynents received (wite it by hand or use a cash

register); this establishes exactly how nuch cash there shoul d

be;

- check the cash daily, so that any mi stakes (shortages or overs)

are di scovered qui ckly;

- keep the cash safely, where it can be watched, or under | ock

(i f possible bank the cash daily);

- accept your personal responsibilities; if nore than one staff
menber receives paynents, each shoul d have his own individua

cashbox.

Ask the trainees how the staff would benefit froma good cash con-

trol system There are several advantages:

- | ess danger of cash shortages which could ruin the co-operative

and cause an end to their enpl oynent;
- less worry for the staff that noney mi ght be m ssing;
- | ess danger of being accused or suspected w ongfully;

- l ess tenptation to steal nobney, since the | oss would be dis-

covered i mredi atel y.

Referring to these advant ages, enphasi ze that a good cash contro

systemis a useful tool faor the staff, not against them
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Ihe M ssing Money

The Committee of the First Co-operative Society called the four em

pl oyees of the shop in for questioning. The secretary expl ai ned the
probl em
"There seens to be sone noney mssing fromthe shop. Look here. At

t he stock-taking a nonth ago, the stock value at selling price was
$108, 500. Since then we have purchased goods worth $62, 300 at selling
prices. At the stock-taking yesterday, we got a stock val ue of
$95, 200. Thi s nmeans that you shoul d have sol d goods for $75, 600. But
you have accounted for sale of only $51,100 during this period. How do

you explain that?"

Selling
val ue
Stock at the beginning of the nonth 108, 500
Goods purchased during the nonth + 62, 300
Tot al 170, 800
Stock at the end of the nonth - 95,200
Expected sal es during the nonth 75, 600

(Cash received $51, 100)

The three attendants and the shop manager | ooked at the figures and

felt rather unconfortable. They assured the secretary that they had
accounted for all sales. Each clainmed to be not responsible for the
| oss.

"We put all npbney in the cash drawer as instructed,"” said one attend-
ant. "The manager collects it and brings it to the bank every second

or third day. Maybe he | ost sone?"

"No, every cent | collected was banked," objected the nmanager. "But |
suspected that sone noney might be m ssing, because in the |ast few

weeks there was | ess than usual ."

"Anybody m ght have stol en the npbney," the second attendant excl ai ned.

"There is no |l ock on the drawer and we cannot watch it all the tine."

“How do you know that cash is mssing?" asked the third attendant. "I
think it mght well be goods that have been lost."
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Assi gnment

Assume you are investigating the |oss. Answer as far as possible the

foll owi ng questi ons:

a) How much npney had been | ost?
b) When did the | oss occur?
c) How did it happen?

d) Wo should be responsible for the | oss?
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SESSION 8 2
HANDI | NG THF CASH
hjective: To enabl e trainees to handl e cash correctly, to apply
saf e payment procedures in the shop, and to instruct
other staff to do the sane.
Tine: 1 -1 1/2 hours.
Material : Rol e plays "Charging the Customer” and "Receiving Pay-
ment "
Sonme ten conmmodities for the role plays.
An addi ng machi ne (or pen and paper).
Coi ns and not es.
A cashbox.
. i de -
1) Arrange a table as a shop counter in front of the room Put the

addi ng machine on it and the commpbditi es and cashbox on anot her

table behind it.

Refer to the previous session and renind trainees about the primry
requi renent for safe cash control: correct paynent for all nerchan-
di se sol d. Now i ntroduce the trainees to some met hods of avoi di ng

m st akes when receiving paynent from a custoner.

Performthe role play "Charging the Customer”. (To ensure a good
denonstration, this should be perfornmed by the instructor and one

assi stant.)

When the custoner has received all the itens and paid for them
stop the play and ask your audi ence why the sal esman did not re-

cei ve correct paynent for the goods. At least the followi ng two

reasons shoul d be menti oned:

-  because he did not know the correct price (the price | abel was

not clear);

because he did not record every anpunt (the tal kative custoner

made himforget an item



4)

5)

6)

Ask the trai nees how such m st akes can be avoi ded. Note their

suggesti ons on the chal kboard. They may i ncl ude:
- establish a systematic and safe work procedure for the sal esnen;

use clear price labels;

- have a price list of nonl abelled comopn itens avail able at the

counter;

informstaff about price changes i mmediately, so that they do

not continue to charge the old price;

- do not guess a price but find it out, if a price tag is unread-

abl e or m ssing;
check the price if the price | abel seens to be wong;

- check that the staff have good eyesight .

Stress that a salesman (or cashier) nust work very nethodically to
be sure of recording every item a custoner is buying. He nust
train hinmself to follow the sane pattern when registering prices,
even if there are disturbances. He shoul d never nix recorded and

unr ecor ded goods on the counter.

G ve sone exanpl es through denonstrations.

a) A salesman brings goods fromthe shelves to the counter. He
records the price of each item before bringing the next one.
When an itemis recorded he pushes it towards the custoner so
that the area on the salesman's side of the counter is free for

the next item

b) A salesnman first brings all the itens the custoner wants to the
counter. He puts them together on the |left side of the cash
register. Then he begins to add up the total; once an itemis

recorded, he noves it to the other side of the cash register.

¢) A check-out cashier in a self-service shop uses the front of
the counter as a receiving area where the custonmer puts his
goods. After registering an item the cashier pushes it to the

rear of the counter, the delivery area.

Conclude this part of the session by asking two trainees to perform
the role play "Charging the Custoner"” again. They do not need any

speci al instructions. Just give the shopping list with the 10
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9)
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itenms to the custoner and ask the sal esnan to act correctly, in ac-
cordance with some of the exanpl es just denonstrated. After the

pl ay, ask the other trainees for criticism

Performthe role play "Receiving Payment". (Again it is recom
mended that the play be first perfornmed by the instructor and one
assistant.) It shows two ways of | osing noney in connection with

paynment. After the play, ask trainees to identify those two ways:

- t he sal esman did not renenber the denom nation of the note he

recei ved;

t he sal esman ni scal cul ated t he change

Ask trai nees how a sal esnan (or cashier) mght avoid di scussion
about the anount he receives. The foll owi ng nmet hod shoul d be de-

nonstrat ed and reconmended:

The sal esman shoul d acknow edge t he anpbunt received ("One hun-
dred, thank you,") or, if he receives several notes, should

count themaloud in front of the custoner.

- The sal esman should not put the received note together with

others in the cashbox or drawer until the custoner has checked
hi s change. Cash registers are usually equipped with a note
hol der for that purpose. If a cashbox is used, the note could

first be placed under a corner of the box.

Denpnstrate a safe nmethod to gi ve change

- Acknow edge the received anount and keep it gutside the cash-

box, as descri bed above.

Take the change needed fromthe cashbox while counting to your-

self fromthe anount charged up to the anmunt received (for in-

stance: $32.25 - 32.50 - 33 - 34 - 35 - 40 and 50).

- Put the change coins and/or notes, one by one, on the counter
in front of the custoner and count again out |oud, "$32.25 -

32.50 - 33 - 34 - 35 - 40 and 50. Thank you, Madam"

- Finally, take the note received fromthe custoner and put it in

t he cashbox.
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Stress that it is necessary to keep good order in the cashbox.

Coi ns and notes should be kept in separate conpartnments accordi ng

to their denom nati ons.

Ask two trainees to performa role play on "Receiving Paynent and
G vi ng Change" according to the recommended net hods. Conmrent and
correct as necessary. Repeat the play with other actors, if

necessary.



Sheet 3

Role play - Charging the Qustoner

Brief for the sal esman

You are to attend to a custoner who wants to buy sone 10 itens. Put
the itens he denands on the counter. At first you record the price of
each itemas you bring it. Use an addi ng machine or just a pen and a
pi ece of paper. The custoner is very talkative and wants to di scuss
the goods. He even makes you confused about sone prices which are not
mar ked on the itens. You try your best to answer politely. Wi | e
tal king, you sonetines forget to record the itens and you get the goods

m xed up on the counter

Take a close | ook at the price | abel on one of the itens. You cannot
read it clearly but think it is $27, which you tell the custoner. He

wants to check and reads $22, which anobunt you agree to charge.

At the end you try to renenber which itens you have already registered,

but you fail to charge for at |east one of the itens.

-------------------------------------------------------------------- Cut
Brief for the custoner
Prepare a shopping list of sone 10 itens which you will buy.
You are supposed to be a very tal kative custoner. In the shop, enquire

about prices, qualities and use of goods. Take a cl ose | ook at sone of
the itens and put themin disorder on the counter. Your talk disturbs
the sal esman so that he forgets to charge you for one of the itens.

Pretend not to notice his m stake.

When the salesnan tells you that an itemis $27, you object and point

to the price label, which is not clear. In your opinion it reads $22.
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Role play - Receiving Paynent

Brief for the sal esman

You are just about to finish your sales to a custoner. You are adding
up the total and you tell the custoner he is to pay $43.15. He gives

you a note which you quickly put in the cashbox.

You have sone difficulty picking up the change fromthe cashbox. You
do not keep the box in good order, so it is difficult to find sone of

the snall er coins.

G ve sone coins to the custoner, who is to conplain that the anmbunt is

not correct. He puts the coins you gave himon the counter, and you
count to 7.85. You have given hima dollar too nuch, which you take
back.

The custoner is not satisfied but clains he has gi ven you a note of
$100. You get confused. You | ook in the cashbox where you find sev-
eral notes but you cannot identify the one you have just received.

After sone di scussion, you agree to give the customer $50.

Brief for the custoner

You have just finished your shopping and the salesman will tell you how
much you are to pay. You hand over a note which the sal esman i mmedi -

ately puts in the cashbox.

The salesnan takes a little tine to find change and then hands you sone
coi ns. You check the anbunt and object that it is not correct. You
put the coins on the counter and the sal esman checks. He says that he
has given you one dollar too nmuch, but you tell himthat you gave hima
hundr ed-dol | ar note whil e he gave change on $50. He is reluctant, but
you insist that you are right. He cannot find the note you gave him

and finally agrees to give you anot her $50.
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SESSION 8. 3
ACCOUNTI NG FOR THF CASH
hjective To enabl e trainees to organi se a cash accounting system
and to carry out routine cash control in a retail shop.
Tine: 1 hour.
Material : Handout "Recordi ng of Sal es”.
Sanples of lists and recei pts used locally for record-
i ng of sales.
Exerci se "The Daily Cash Sal es Report".
. i de -
1) Ask the trainees to recall the second requirenent of a safe cash

control system nentioned in session 8.1:

- record all paynment received, to establish how nuch cash there

actual ly should be to account for.

Ask trainees to give exanples fromtheir own experience as to how

cash sal es could be recorded:

- using a cash reqgister ;

y

- Lssuing receipts with copies;

- witing the anbunts on a cash sales list .

Enphasi ze again that the purpose of these records is:
a) to establish the precise anbunt of nobney received and

b) to give the custoner a receipt, at the same tine.

Di stri bute the handout "Recording of Sales" or, preferably, sanples
of actual lists and receipts, both handwitten and cash regi ster
prints, used |ocally. Go t hrough the handout or sanples briefly.
Make sure that the trai nees conprehend the procedure for each

met hod:



Cash reqister

The nost practical and the safest nethod is to use a cash regis-
ter. The sal esman enters all cash sales in the register. They

are recorded on a list inside the machine. The total is added

up automatically and can be read by the nanager (who uses a
speci al key). The custoner al so receives a cash sales "ticket"

as a receipt, printed out by the register.

(Note: Detailed training in the proper use of a cash register
may be needed by participants. If so, it is suitable to include
a session now. It is recomended that the trai nees study
t horoughly the "User's Manual", issued by the manufacturer of
the register, and be given opportunity to practise all oper-

ations.)

- Cash receipts

Handwritten recei pts can be i ssued when a cash register is not
avai l abl e (or used tenporarily when it is out of order). The
original receipt is given to the custoner, the carbon copy kept
in the shop. Recei pts should be nunbered so that the manager

can be sure he has all receipt copies when adding up the total

Cash sales |jst

A co-operative which cannot afford to i ssue sal es receipts
should at |l east record all sales on a sinple list. In this
case, the custoners do not receive a receipt, unless they

specifically request one.

It is possible that sone trainees will tell about shops where indi-
vi dual sal es are not recorded. The cash is sinply counted at the
end of the day and the total entered in the cash book. If this

met hod is nentioned, ask why it is not safe.

- It only tells how nuch cash there actually is, not what there
should be; it will not be possible to determine if any noney is

m ssi ng.

Ask trainees if it is necessary to record a sale:

- if the custonmer does not bother about a receipt?
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- if it is just a mnor anount?
- if the custoner is not a nenber of the co-operative?
The answers are Yyes. It is inportant to record every sale. The

records indicate how nuch the sal esnman or cashier is liable to ac-
count for. Poi nt out that a cash sales list could be used as a

conpl enent to the cash receipts - either a receipt is issued, or

the sale is recorded on the I|ist.

Ensure through questioning that the trainees fully understand the

i nportance of checking the cash daily.

Di stribute copies of the exercise "The Daily Cash Sal es Report" and

ask trainees to do it individually.

Wiile they are working, draw a formfor a Daily Cash Sal es Report

on the chal kboard. Do not yet enter any figures.

RECORDED SALES S
ERRORS e
SALES S

CASH RECEIVED -

--------

DIFFERENCE $

The above amount received:

After a few m nutes, ask a trainee for the answer to Question a):
there is a shortage of $100. Ask anot her participant to show the
calculation by filling in the formon the chal kboar d. Not e t hat
the total recorded sales on the cash register al so include any can-

celled tickets. Thus, to get the actual sales, the errors nust be

deduct ed.



Ask a trainee to adjust the report to get the answer on Question

b) : there is no | onger any difference.

Di scuss whether it is advisable to take noney fromthe shop to pay
a supplier. Trai nees should realize that such a practice would
conmplicate cash control. In case of a cash shortage, one would not
know i f the noney had di sappeared in the shop, or if too nuch noney

had been paid to the supplier.

Advi se the trainees to keep the cash for sal es of goods separate

fromother cash transacti ons.

Conpare the report drawn on the chal kboard with those actually used

in trainees' shops. Discuss any differences and shortconi ngs.

If a shop does not use a cash register, the line for errors is

not needed.

- If there are other cash transactions than the cash sal es,

vouchers for them nmust be kept and accounted for.

Show how a formof this type can serve as a voucher for the entries
in the cash book. When t he manager "reads" and resets the cash
register at the end of the day, the register prints out a ticket
containing the informati on needed to verify the sales; that ticket
shoul d be attached to the Daily Cash Sal es Report. A copy of the
report can al so be used as a receipt for the cashier when she is

handi ng over the cash to the manager.

Show an exanple of an alternative Daily Cash Sal es Report on the

chal kboard, like the one on the next page
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DAILY CASH SALES REPORT

CASH IN HAND L e,

PAYMENT VOUCHERS
(cash paid out) S S

RECEIPTS

(cash received for other
reasons than cash sales) " e

""CASH BANK"

(kept in shop for

giving change) = e ieeeee
CASH FROM SALES P
RECORDED SALES R

DIFFERENCE L iiaeaen.

Di vide the trainees into groups of five to seven. G ve one of the
foll owi ng assignnents to each group. (If there are nore than three
groups, sone can be given the sane assignnent). Al | ow about 15

m nutes for group discussion.

The assignnents
a) Li st possi ble reasons for a cash shortage.

b) Li st possi ble reasons for a cash over.

c) Wat actions should be taken when a cashi er has had frequent

cash differences? VWhat should be done with a cash over?

Reconvene t he groups. Ask representatives of the cash shortage
groups to present responses. Invite other trainees to coment.

Note all suggested reasons on the chal kboard to get a conprehensive

list. Separate "reporting and accounting mi stakes" fromthe "rea
short ages" (when cash has been | ost). Di scuss briefly how to dis-
cover and prevent the various nistakes. A typical such list (with

comments) foll ows:

: I . . I

- Wong figures or calculations in the report.

(Easy to check.)
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- M scount ed cash

(Count again.)

- Sonme cash left in the cashbox or drawer.

(Look for nissing notes behind the drawer.)

- Cancel | ed sal es i ncl uded.

(Keep cancel l ed tickets as verification.)

- Somre cash used for paynents wi thout proper record.
(This shoul d be done only against receipts. It is better to pay

wi th cheques and to have a separate cashbox for petty expenses.)

- Sone cash renoved during the day.
(It could be advisable to nmove sone notes to the safe, but do

not forget to record the amount.)

- A custoner bought on credit.

(This nust be recorded, if allowed.)

- A too-large anpbunt registered by m stake.

(For exanple, dollars instead of cents; |ook for unrealistic

anounts in the cash register journal.)

- Accounting periods m snatch.
(The recorded total in the cash register could include nore than

one day, if the register was not reset.)

Real cash shortages (cash has actually been |ost)

- Custoners paid too little.
-  Custoners received too much change.

- Sonebody has stol en noney.

Ask the cash over groups to present their result in the sane way.

Their list may include:
. . . |
- Wong figures or calculations in the report.
M scount ed cash.

- Sone cash paid in for other reasons than paynent for goods.
(For exanple, shares. Such noney shoul d be kept separate from

the sal es cash.)
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- The cash includes a "cash bank"” or "cash float" for giving
change.
(Thi s noney shoul d be put aside before the cashier counts the

day' s cash.)

Accounti ng periods mi snatch.

(Money for sales before the previous resetting or after the

present one have been included.)

Copi es of receipts mssing.

(Check the nunbers.)

- Cashier failure to record all the sales.
(This is serious, since it makes it inpossible to check if any

cash is nissing.)

Real cash overs (there is actually too nuch cash)

- Custoners have paid too nmuch

-  Custoners have received too little change.

Concl ude that although the lists of reasons for shortages and overs

are long, nost of the nistakes can be avoided if the staff handle

and record cash pethodically.

Knowi ng what nmay cause cash differences will help to avoid them

It will also help to find the m stake, so it can be corrected.

Proceed to Question c): Wat action should be taken when there
have been frequent cash differences? Ask each group to present its
recomrendati ons and all ow the other trainees to conplenent and com

nment . Ensure that the followi ng points are brought up

- Make sure that there are clear rules for cash handling and re-
cording, that the staff know them and that they actually work

according to those rul es.

- An enpl oyee who violates such rules and thus causes cash short-

ages nmight be requested to repay the | oss.

- An enpl oyee responsi ble for many cash differences nmay need nore

t rai ni ng. If training does not help, he may not be suitable to

handl e cash.



If it is inpossible to find out who causes cash differences, all

enpl oyees handl i ng cash shoul d be gi ven separate cashboxes and
keep separate records.

Cash overs should be taken as seriously as shortages. They are
al so indications that the cash is not being handl ed properly or
that the cash control systemis inadequate.

If the reason for a cash over cannot be found, it should be as-

surmred to be payment for goods.

8) Fi ni sh the session by asking the trainees to recall and state the

five requirenents of a safe cash control system nentioned in

Sessi on 8. 1.



Recordi ng of

Sal es

Thr ee net hods:

i

1

Using a Cash Reqgister

The regi stered amount

tomer and the cashier

The anount
sales journal . It
which is | ocked into the

is printed on the
is a paper
roll
register. It can be taken
out by the nmanager or an
audi tor who wants to check
the records. You can see

what is printed through a

smal | w ndow.

The anpbunts are printed on a

Lticket . The ticket is cut
off and given to the custoner
when hi s purchases have been

regi st ered.

The ticket has the nane of

the shop (a), the price of
each article (b),
(c), the date (d)

nunber

t he pur -
chase total
and ticket (e) printed

on it.

appears on the djsplay.

can check what

has been regi
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Using Handwritten Cash Receipts

The recei pt has the nane of the shop (a), a receipt nunber (b),

the date (c), the price of each item (d) and the total (e).

The original of the receipt is given to the custoner;
copy of each receipt is kept in the shop as a basis for the sales
report.

a — | DESILU CO-0pP

oI 0o N 000005

CASH SALE
¢ — | Date....... 1T/12 ... 19.86 .
Particulars TS c
3150
.. 2|25
7110
- 12 86

Using a Cash Sales 1 st

The total of each sale is recorded in a list.

Zaruti Co-operative Society Date...... /8 /2 ce 19.8.6. .
DAILY CASH SALES LIST NO..[...

TS c Customer TS c Customer
L KO | H. Browr—

12 | — | Habuga
6 |20 | P Fetes

15 |50 | 5. Suba

8 |60 | V. Keeal

/\W&N\;v/'\v < V/NM/

t he car bon
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Ihe Daily Cash Sales Report

A sel f-service shop has just closed for the day. The check-out cashier
counts the cash. It is $3,295. She notes the anbunt and hands over

t he cash to the manager

The manager al so counts the noney; the anpunt is correct. He puts the

cash in a safe and issues a receipt to the cashier.

Then the manager goes to the cash register to reset it. He reads the
total recorded amount since the previous resetting yesterday. It is

$3, 430.

Duri ng the day the cashi er made occasi onal errors when recordi ng
sal es. She call ed the manager so that he could see what was wong. He
cancel l ed the tickets and kept them for the records. One ticket of $20

and anot her of $15 had been cancel | ed.

Assi gnnent

a) Assist the manager in checking the recorded sales to see if they
agree with the cash. Fill in the Report overleaf. State any dif-

ference, shortage or over.

b) Looki ng for an explanation to the difference, the manager renembers
that he had to settle a bill in the norning and asked the cashier

to give him$100 fromthe cash. Correct the cal culation. What is

the new di fference?
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Desilu Co-op Soc. Ltd. Date ..........

DAILY CASH SALES REPORT

RECORDED SALES TS .
ERRORS = e
SALES TS e

CASH RECEIVED —

DIFFERENCE TS ...

..........................

Manager
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Session 9.1 How to Evaluate a Consumer
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Session 9.2 How to Monitor Business
Performance

Session 9.3 Budgets and Trading Reports

Session 9.4 Division of Duties and
Responsibilities
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To enabl e trainees to assess the perfornance and the

devel opnent of a consumer co-operative

2 - 3 hours.

Two or three subsequent annual reports froma consumer
co-operative. (One report would do if it includes fig-

ures fromthe previous year, for conparison.)

Annual reports of the sane year fromsone three differ-
ent consuner co-operatives whi ch have nade net sur-

pl uses. (It is preferable that the reports have sim -

lar layout.)

If no authentic reports are avail able, use the fic-
titious reports of Al pha and Beta Co-operatives, in-

cl uded here.

Ask the trainees to recall the general expectations custoners have

of a consuner co-operative. These were listed at the begi nni ng of

the course and posted in the classroom (Session 1.2):

an adequate assortnent of goods;
cl ean and unadul t er at ed goods;
| ow prices;

proper wei ghts and neasures;

informati on regarding qualities and use of goods;

sufficient goods to neet demand;
inpartial distribution of goods when shortages occur;
respectful and responsive treatnent from staff;

conveni ent shop | ocation
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The trai nees should understand that a successful consuner co-oper-

ative nmust fulfil the expectations of its custoners.

Tell the trainees to assune the role of shop nanagers who have been
called to a comrittee neeting. The nmain topic on the agenda is the
extent to which the nanagers fulfil expectations of their menbers.
Divide the trainees into small groups of three to five. Ask them
to discuss the indicators they would |like to use as evi dence of
custonmer satisfaction. After five or ten m nutes, ask one group to
suggest an indicator. Note it on the chal kboard and ask each
group in turn to continue. Invite comment on the reliability of
each indicator. Your |ist should appear something |ike the one be-
| ow.

Lndi cat or Coment s

Nunber of different
articles in stock

Tells only the size of the assortnent,

not whether it is adequate.

- Reaction from cus- -
toners (e.g. state-
nents in a "Sugges-
tions Book").

Refl ects only the concerns and sugges-
tions of sone customers, nat the gen-

eral opinion of all nenbers.

The ot her

The price level in
the shop, conpar ed
to ot her shops.

Avail ability of es-
sential itens.

(Qut - of - st ock situ-
ations.)

Statistics showi ng
the distribution of
rati oned goods.

Anount s of goods
sol d.

Reveal s the co-operative's prices, but
only on sane goods. It is hardly poss

ible to conpare prices on all goods.
Sone essential itens nust be sel ected
for conpari son, al t hough this nmay
still not give a conpletely true gen-
eral picture.

An inportant neasure of the service.

A good way to neasure this is to make
a list of the nost inportant goods and
check regularly to see that these ac-
tually are in stock. (They shoul d be,
al ways.)

I ndi cate how well the co-op has nman-
aged to obtain and equitably distrib
ute goods in short supply.

Show t o what extent custoners have
utilized the services provided.

The |l ast indicator, the sales volune, is the npbst inportant one.
criteria give val uabl e conplenentary information. If a

co-operative shop has been opened to correct specific irregu-
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larities on the market, it would be particularly interesting to

measure performance in those fields.

Ask the trainees to consider the follow ng case

A co-operative shop has sold $320, 000 worth of goods this year.
Duri ng the sane period | ast year sales anpunted to $300, 000. On
average, prices on nerchandi se have increased 10%in a year. Has

the shop sold nore this year than |last?

Have the trai nees cal cul ate the present selling value of the goods

sol d | ast year.

10
$300, 000 + —x $300, 000 = $330, 000
100

This nmeans that the shop has actually sold | ess nerchandi se this

year .

Ask the trainees to give exanples of factors other than inflation
whi ch shoul d be consi dered when eval uati ng the devel opnent of

sal es. These m ght i ncl ude:

- Changes in the population. Are there nore or fewer people

settl ed around the shop? Can they afford to spend nore or | ess

money on nerchandi se?

- Devel opnent of conpeting shops. Do their sales seemto increase

or decrease?

Recall with the trai nees why a consuner co-operative nmust nake a
net surpl us. The reasons |listed below were cited earlier (Session

2.2).

- to increase the working capital (stock of goods);
to inprove the shop buil ding, equipnent, etc. (investnents);
to replace borrowed capital with owned capital (repay | oans);
to create a reserve agai nst possible future | osses;
to pay dividend on share capital
to pay patronage refund (bonuses) on purchases;

- to pay bonuses to the staff.
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Al t hough not all reasons apply to every co-operative, the trainees
shoul d recogni ze that w thout a reasonabl e net surplus no consuner

co-operative can fulfill its customer expectations for | ong.

Concl ude:

- the amount of goods sold will tell howwell the ainms of a co-op-
erative were achieved during the past period:

- awmnet surplus will tell if a co-operative has been managed so

that it can achieve its ains in the coming periods.

Tell the trainees that a consuner co-operative nmade a net surpl us
of $10, 000 | ast year. Ask them what el se they need to know to be

able to judge whether the result is satisfactory or not. They

shoul d nmenti on:
the size of the business in terns of sales;

the return on the [nvested capital ;

the actual need for capital for investnents, instalnents on

| oans, dividends, and so on.

Use the cal cul ati ons bel ow as exanpl es.
Sales

Wiat is the net surplus as a percentage of the sales, if goods

worth $500, 000 are sol d?

$ 10, 000
—F— X 100 = 2%
$500, 000

. I i1l

What is the percentage of return on invested capital if nenbers'
share capital is $120,000 and funds owned by the society anpunt to

$80, 000 (reserve fund and ot hers)?

$10, 000
$120, 000 + 80, 000

X 100=5%

Thi s percentage should be conpared with the rate of interest on a
bank account. It is reasonable to expect that funds used by a co-
operative give at | east the sanme return as noney deposited in a

bank.
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Need for capital

VWhat is the total net surplus needed if the co-operative intends
to:

- pay 3% interest on the share capital

- i ncrease the funds by 10% of their present val ue;

- pay 1l.5% patronage refunds to nenbers (sales to nenbers were

$400, 000) ;

- pay an instal nent of $2,000 on a bank | oan?

3

x $120,000 = $ 3, 600
100
10

x $ 80,000 = $ 8,000
100
1.5

X $400, 000 = $ 6, 000
100

§ 2000

Total required net surplus = $19, 600

Note that in this case the co-operative only nanaged to nmake a sur-
pl us of $10, 000, about half of the required anmount. |Instead of 2%

of sales, a.surplus of alnobst 4% was needed.

In these exanples, the effect of taxation has been onmitted since
regul ati ons differ. If co-operatives in your country have to pay

tax on the surplus, the exanples should be adapted accordingly.

Di vide the trainees into groups of five to seven persons. Distrib-
ute copi es of the annual reports from sone consuner co-operatives
(the bal ance sheets and the final accounts would do). (If these
are not available, you may use the fictitious reports of Al pha and

Bet a Co-operatives, included here.)

Ask the trainees to analyse the results of the co-operatives. They

shoul d -
a) cal cul ate the net surplus as a percentage of the sales;

b) calculate the return on invested capital (share capital + re-

serve fund), as a percentage;
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¢) discuss which co-operative has achi eved the best result;

d) discuss whether the net surpluses are sufficient.

If the trainees are not used to reading annual reports it m ght be
necessary to show them where to find the rel evant figures. Go
t hrough one of the reports and carry out the cal cul ati ons together,

before the groups start working on their own.

Reconvene the class after some 20 m nutes, or when they are ready.
Ask sone trainees to state the following key figures for each of

t he co-operatives. Note the figures on the chal kboard.
Net surplus in $

Net surplus in | of sales

Return on capital in

Make sure everyone understands the cal cul ati ons. Explain if ne-

cessary.

Ask the groups to give their opinions about the best result.
Trai nees should realize that both net surplus expressed as a per-
centage of sal es and net surplus expressed as a percentage of in-
vested capital are nore useful neasures than net surplus in dol-

| ars.

Ask the groups about the |level of the net surplus in the various
co-operatives. This question might be difficult to answer since it
is not known exactly how nmuch surplus a certain co-operative wll
need for different purposes (unless stated in the annual report).
As a general rule, the surplus should anobunt to at least three to
four percent of the turnover, and it should give a return on capi-

tal which is at |least equal to the interest paid by the bank.

In some of the reports studied, the result (net surplus) was prob-
ably not satisfactory. (If this is not the case, distribute

anot her annual report which shows a net Lass. )

Explain to the trainees that if a co-operative needs to inprove its

result, it would be useful to know haw inprovenents woul d be poss-
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i ble. This can be | earned through detail ed conpari sons with other

co-operatives.

Tell the trainees to first analyse the gross surplus. Ask themto
find the gross surplus of the co-operative which got the | east sat-
i sfactory result. If it is not stated in the final account, it

could be cal cul ated as bel ow.

Sat es
| ess Cost of goods purchased
|l ess Cost value of goods in stock at the begi nning of the year

plus Cost value of goods in stock at the end of the year

Gross surplus on trade

Calculate the gross surplus as a percentage of sales . This is the

actual trade pnargin on the goods sold.

Request the trainees to do the sane cal culations for the other co-

operatives, and note the correct figures on the chal kboard

Actual trade nargin %....

Conpare the figures. Suggest that the actual nmrgins are probably
snmal l er than the co-operatives had planned, in sonme cases. Ask the
trainees to offer possible explanations for this. Allow themto
di scuss their reasons briefly in small groups before answeri ng.

Thei r expl anati ons shoul d i ncl ude:

- i igi i (on average) be-
cause of higher cost prices, lower selling prices or a |l arger

nunber of lownmargin itens;

- larger |eakage (goods di sappearing w thout being paid for);

- price reductions (due to the necessity to sell goods at | ower

mar gi ns than originally planned).

The trai nees should understand that in order to find the precise
reason for the drop in nmargin, further investigation of the pur-
chase and the stock control records would be necessary. Such a
study woul d provi de useful infornation as to which probl em shoul d

get priority attention.
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Tell the trainees to look at the casts of running the shaop. They

shoul d study the final accounts of the "bad" co-operative and

identify the | argest costs.

Ask the trainees to calculate the three | argest costs as a percent-
age of the turnover. They should do the sane for the other co-op-
eratives and conpare the figures. Not e t hem on t he chal kboard as

bel ow.
Staff costs % ....

(Make sure that in your exanple the staff costs include the sanme

types of costs in all reports.)

The trai nees should notice if (for exanmple) the staff costs ex-
pressed as a percentage of turnover are conparatively larger in a
particul ar co-operati ve. They should realize that this indicates
that the shop is overstaffed, when conpared to its sal es. In the
sane way they may find that building costs or sonme other costs are

too high.

Remi nd the trainees that inefficient use of working capital could
be anot her reason for an unsatisfactory result. That happens if
the funds avail abl e for purchase of goods are wongly spent. Ask

trai nees for exanples, such as:
goods purchased in too-large quantities;
- goods little in denand bei ng kept in stock

In both cases, if nmoney had been used for purchase of nore fast-
sel ling goods, the incone from sal es would have i ncreased (and,

hence, the surplus).
Reni nd the trai nees that the conplete stock of goods will be re-
newed several tines a year if the right comvobditi es are purchased

in the right quantities.

Ask the trainees which of the co-operatives seens to have nmanaged

its stock best. Show t hem where to find the stock value in the
bal ance sheet. Instruct themto cal cul ate the average stock val ue
if both the ingoing and the outgoing val ues are stated. They

should then find which co-operative has the highest sale in re-

lation to the stock value. G ve as exanpl e:
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- A shop has sales of $300,000 and keeps an average stock of

$15, 000. The turnover is 20 tinmes the stock val ue.

$300, 000
$ 15,000

= 20

The trainees may carry out the assignnent in small groups. Check
their cal cul ati ons. They shoul d appreciate that a low rate of
stock turn conpared to other co-operatives dealing in the sane
type of nerchandi se i ndicates that purchasing needs nore atten-

tion.

They should note that to get a correct rate of stock turn they
must know the selling value of the average stock. However, as
long as the rate is calculated in the sane way for all co-operat-

ives conpared, it does not affect the concl usion

Poi nt out that anal ysing and conparing the annual reports of sim-
| ar co-operatives can give useful information as to which probl ens

need attention.

The devel opnent of a co-operative can be followed in the sane way,

t hrough anal ysis and conpari son of subsequent annual reports.

Di vide the trainees into groups again, distributing copies of the
subsequent annual reports and requesting themto carry out all the
anal yses covered in this session. They shoul d di scuss the de-
vel opment of the society and be prepared to gi ve sone comments.
Rem nd them particul arly about the problens of inflation, and ask
themto see if the working capital has been i ncreased nore than
the rate of inflation. (Explain that working capital is defined

as the current assets less the current liabilities.)

Reconvene the class when the trai nees are ready. Ask representa-

tives of the groups to report the results of the cal cul ati ons and

t heir concl usi ons.
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Sal es

Cost of goods
Openi ng st ock
Pur chases

d osi ng stock

G oss surplus
Cost of operations

Sal ari es

Al | owances
Travel

Mai nt enance

Li cences

I nt er est
Depr eci ati on

O her expenses

Net surplus

LIABIIITIES
Qaned capital
Shar es

Reserve fund
Appropriation a/c

long-termliabilities

Bank | oan

Current liagbilities
Oned to suppliers
Expenses accrued

TOTAL

ASSETS

Eixed assets
Shop bui |l di ng
Fi xtures

Current assets
Cash in hand
Cash at bank
St ock of goods

Sheet
Al PHA CONSUNMERS CO OPERATI VE SQOCI FTY
TRADI NG ACCOUNT
Year 2 Year 1
1, 400, 000 1, 275, 000
188, 000 202, 000
1,274, 000 1, 159, 000
192 000 1,270, 000 -188, 000 1,173,000
130, 000 102, 000
42, 000 40, 500
3,000 2,800
1, 500 2,000
5, 700 4, 800
1, 200 1, 200
800 1, 400
8, 400 8, 200
2,200 64,800 3,300 64,200
65, 200 37, 800
BAL ANCEF SHEET at the end of
Year 2 Year 1
158, 000 152, 000
30, 000 25, 000
65,200 253, 200 37,800 214, 800
18, 000 25, 000
12, 400 14, 200
16,200 28,600 16,800 31,000
299, 800 270, 800
40, 000 44,000
7,500 47, 500 8,000 52, 000
1,900 2,100
58, 400 28,-700
192, 000 252, 300 188,000 218,800
299, 800 270, 800

TOTAL
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Lncone
Sal es

Cost of goods
Openi ng stock
Pur chases

C osing stock

Gross surplus
Cost of operations

Sal ari es

Al 'l owances
Trave

Mai nt enance

Li cences

I nt er est
Depreci ati on
Ot her expenses

Net surplus

LIABILITIES
Omed capital
Shar es

Reserve fund
Appropriation al/c

long-termliabilities

Bank | oan

Current liabilities
Oned to suppliers
Expenses accrued
Bank overdraft

TOTAL

ASSETS

Eixed assets
Shop bui | di ng
Fi xtures

Qurrent assets
Cash in hand
Cash at bank
St ock of goods

TOTAL

Sheet
BETA CONSUMER CO OPERATI VE SOCI ETY
TRADI NG ACCOUNT
Year 2 Year 1

652, 000 625, 000

92, 000 90, 000

603, 000 573, 000
——98,000 297, 000 92,000 271,000
55, 000 54, 000

27,000 21, 500

3, 000 2, 800

2,300 2,100

4,500 3, 200

1, 200 1, 200

1, 800 2,100

4, 200 4,100
3,200 47200 2,100 39,100
7, 800 14, 900

BALANCE SHEFT at the end of
Year 2 Year 1

72,000 72,000

15, 000 13, 800
7,800 94, 800 14,900 100, 700
20, 000 22,000

18, 000 24,000

3, 000 2,200
12,000 33,000 - 26,200
147, 800 148, 900

32, 000 36, 000
3,000 35, 000 3,300 39, 300

2,400 700

12, 400 16, 900
98, 000 112,800 92,000 109,600
147, 800 148, 900

7
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SESSION 9 2
HOW TO MONI TOR BUSI NESS PERFORMANCE
hjective: To enable trainees to effectively nonitor the perform
ance of a consuner co-operative and check the business
results regularly.
Time: 1 1/2 - 2 hours.
Material : Exerci se "NMbnitori ng Busi ness Perfornmance”
Sanpl e Sal es Charts.
Case-study "Progress Co-operative Society".
Sessiaon QGuide:
1) Rem nd the trai nees about the exercise in the previous session

where they extracted useful information from bal ance sheets and
final accounts. Fi nd out how many of them are actually well in
formed about the performance of their own societies over the past
financial year. Undoubt edly sone will say that their annual re-

ports were del ayed so that they do not as yet know the results.

Di scuss and sum up the problens of relying anly on the annual re-

port for the assessment and follow up of business results:

it may be too late to take renedi al acti on when the annual re-

port eventually is released and the facts are known;

it is not enough to check the results once a year, continua

followup is necessary.

Ask trai nees which key figures they nust nonitor in their busi-
nesses to be sure that they will achieve the expected result. Have

them di scuss this in snmall groups for a few m nutes before respon

di ng. The following itens should be nmentioned and noted on the
chal kboar d:

- Sales The armount of merchandi se sold and the nar-
- Margin gin will deternmine the size of the gross

sur pl us.
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- Cash, shortages "Lost" cash and nerchandi se nmust be avoi ded
- leakage if adequate gross surplus is to be main-

t ai ned.

- Rate of stock turn Wor ki ng capital must be used efficiently,
not | ocked up in goods which do not "nove"

qui ckl 'y enough.

- (perating costs The cost of running the shop nust not ex-

ceed the gross surpl us.

- \Ages Paynents to staff are usually the highest
of the operating costs and should be care-

fully nonitored

Di stri bute the handout "Monitoring Business Perfornmance". Ask the
trainees to carry out the assignnent in small groups. After sonme
15 minutes ask one group to give its opinion on sales, another on
mar gi ns, and so on. Ascertain that all trai nees understand how to

carry out the requisite controls. Include the points |listed bel ow
- Sales

All sales are to be recorded in the shop and accounted for

daily. (Ref. Sessions 8.1 - 8.3)

To check on the growth of a business it is necessary to add up
the sales for every nonth and conpare these figures with those
of the same nonth or week of the previous year. For growh to
occur, there should be an increase which exceeds the rate of in-
flation. ( Exanpl e: Sal es last April were $2,000; this April,
$2, 200. But due to inflation, prices have gone up 10% duri ng
the |l ast year; so the shop has actually nat sold nore goods this

year. This is a cause for concern.)

It is a good idea to use a chart to visualize sal es devel op-

ment . Hand out the sanples A and B as a nodel for the trainees’

own charts.

- Mrgin
Al'l purchases are to be recorded at both cost price and selling

price. The average margi n shoul d be cal cul ated on the total

mont hl y purchases. (Ref. Session 6.2, Item 6)
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If it is found that the average margin is declining conpared to

previ ous nonths, action nust be taken.

- Cash shortages
Al'l cash transactions in the shop (sales and others) are to be
recor ded. The recorded total anpunt should be checked daily

agai nst the actual anount of cash. (Ref. Sessions 8.1 - 8.3)

Any cash shortages should be investigated i medi ately.

- lLeakage

St ock records should be kept at selling prices so that the stock
val ue according to the records can be conpared to the actual
stock val ue as determ ned through stock-takings. (Ref. Session
7.4) St ock-t aki ngs and | eakage esti mates should be carried out
nmont hly. If the | eakage is found to be at an acceptable |evel
over a period of several nonths, the intervals between stock-

t aki ngs may be extended.

- Rate of stock turn

The total sales over a period of tinme (for exanple, a nonth)
shoul d be conpared to the average stock val ue (which can be

found in the stock records). (Ref. Session 2.1, Item7)

The rate of stock turn should al so be checked over | onger

periods (for instance, a quarter and a whol e year).

- (perating costs
At |least the nain costs, and particularly the wages (the | argest

cost) should be checked nonthly or quarterly.

It is advisable to cal cul ate operating costs as a percentage of
sal es. Check that the percentage does not increase and that it

is lower than the margi n percentage.

Through this exercise, the trainees have clearly denonstrated that
it is possible to nonitor business results continually, wthout

wai ting for an annual report and final accounts.
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Distribute the case-study "Progress Co-operative Society". Al | ow
the trainees, working in snmall groups, sone 20 mnutes for the as-

si gnment .

Ask the groups to conment on the devel opnent of the society. They

shoul d nention these factors.
- Sales

Due to price increases the goods sold | ast July would now be

worth 5% nore, that is 1.05 x $48, 000 = $50, 400.

Thus, the real increase in sales is just $100, a very snal

anount .

- Mrgin
The average margin for July is $45,6000 - $41, 850 = $3, 150.
This is equal to 7%

3,150
_— 100 = 7%
45, 000
The margin is |ower than usual. The manager should pay atten-
tion to this. WII it be possible for himto increase prices on

sonme itens? Can nore of the high-margin goods be sol d?

Leakage

Openi ng stock 42,500

Pur chases + 45,000

Sal es - 50,500

Theoretical stock 37,000

Actual stock - 36,500

Leakage 500

The rate of |eakage is 200 X 100 = 1%of the sales, ap-
50, 500

proxi mately.

That rate is too high! The nmanager should start | ooking for the

reasons for it imrediately and take action.
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- Cash shortages
Recorded sales 31.7 2,200
Share paid in + 20
Pai d out . 40
Recorded cash 2,180
Actual cash 2,175
Cash shortage 5

This may not be so serious, since the shortage is quite snall

and there have been no shortages for a long tine.

- Rate of stock turn

. $42, 500 + $36, 500
The val ue of the average stock is + = $39, 500
2
Rate of stock turn is 20-200 = 1.28
39, 500

The stock is turned 1.28 tinmes per nonth; the working capital is

thus used fairly efficiently.

- Qperating costs
Only the cost of wages is known. It is:

1,500
50, 500

100 = 3% of the sales, approximtely.

This is a little nore than nornal. |If npore staff have been em

pl oyed, sales should al so increase.

Sum up by asking the trainees their general opinions about the de-

vel opment of this shop. They should realize that there are sone
bad signs: little increase in sales, increased | eakage, |ower mar-
gin, etc. As this has been discovered i nmedi ately, the shop nan-

ager can take quick action and prevent possible loss in the com ng

nont hs.
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, . : :

A successful shop nmanager nust ensure that:

a) a sufficient anount of nmerchandise is sold;
b) the margin is sufficient;

c) there are no cash shortages;

d) | eakage is minimzed,;

e) the working capital is used efficiently (neaning that the rate of

stock turn is high);

f) the costs for running the shop are | ow.

Assi gnnent

Suggest how a manager can nonitor and nmeasure the factors above.

How often shoul d the manager check these matters?
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Progress Co-operative Society

I nformati on on Progress Co-operative Society:

- Sal es during July anmpbunted to $50,500. In July last year the sales
were $48, 000. Prices have generally increased by 5% over the |ast

year .

The goods purchased in Julywere worth $41, 850 at cost price and
$45, 000 at selling price. The average nargin is usually between

7.2 and 7.4%

On 1 July the actual value of the stock was $42,500 at selling
price. Goods were purchased and sold during July as nentioned
above, but there were no other stock transactions. On 31 July a
st ock-taki ng showed that the stock val ue was $36, 500. In Progress

Soci ety a | eakage below 0.5% i s considered as accept abl e.

The rate of stock turn is usually a bit faster than once a nonth.

The cash was checked daily. There were no shortages in July until
the | ast day, when $2,175 was in the cashbox at the end of the day;
but according to the records, sales anpbunted to $2,200. One nenber

had paid $20 for a share and $40 had been paid out to casua

| abourers.
Staff costs are the highest expenditures of the shop. They are
usual ly between 2.7 and 2. 9% of the sales. In July the wages to

the staff were $1, 500.

Assi gnnent

Assess the perfornmance of the Progress Society's shop during July and

advi se the manager accordingly.
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SESSION 9.3
BUDGFTS AND TRADI NG RFPORTS
hjective: To enabl e trainees to prepare budgets (estinates) and
trading reports for a co-operative shop.
Time: 2 - 2 1/ 2 hours.
Material Exerci ses "Estimating Sal es"”

"Estimating Gross Surplus”
"Estimating Operating Costs"

"Esti mates for Kanamai Co-operative"
"Preparing Monthly Estinates”
"Preparing Tradi ng Reports"

"Cal cul ati ng the Cost of Goods”

Session @Qiide

Refer to the assessnent of Progress Co-operative Society in the
previ ous session. (Fi ndi ngs: the sal es one nonth were $50, 500,

the margin was 7% and the | eakage was 1%)

Ask the trainees what those figures told us about the perfornance
of the shop. Enphasi ze the fact that the figures were not very

useful until they were conpared with the expected results.

Recall with the trainees how figures for those expected results

wer e established by consi deri ng:

- Previous results (sales, margin);

- what is npnormal for this type of business (| eakage, stock turn,

operating costs);

- changes of certain conditions, which may affect the results (in-

flation affected the sales, for instance).

Enphasi ze that it is not enough to conpare actual results with pre-
vious figures. Any changes that affect results nust be considered
as wel | . Inflation is one exanple; ask the trainees for others.

They ni ght i ncl ude:



- expansion of the shop (a new building or a better assortnent of

goods shoul d i ncrease sal es);

- changes in price regulations (increased nmargi ns should create a

hi gher surpl us);

change from counter-service to self-service (sales and | eakage
woul d probably increase, while staff costs in relation to sales

shoul d decrease);

- change in conpetition (a new shop openi ng nearby m ght reduce

sal es);

- change in staffing (costs would increase if nore staff were em

pl oyed but services and sal es shoul d inprove).

Expl ain that a shop manager with informati on about previous and
normal result-figures and changes affecting future shop performance
will be able to estimate in advance the results of his business op-
erations. Point out that it is useful for a manager to prepare

such estimates (or a hudget ) because:

- it makes it possible to conpare actual results with estinmated
expected results and to act quickly if it is discovered that re-

sults are bel ow esti mates;

- a budget may al so be required by authorities before a business
license is issued, by a co-operative union for overall planning,

or by a bank in connection with a | oan application.

Now i ntroduce the trainees to an exercise on estinmating sales for a
co-operative shop. Ask them what information they will require to

make a realistic estimate. It includes:

- sales of the previous year(s);

- unusual events affecting sales during the previous year;
- the rate of inflation;

- anti ci pated changes affecting sales during the coning year.

Di stribute the exercise "Estinmating Sal es”. Have the trainees work
together in small groups for some 15 minutes before offering their

sol ution.
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a) Sal es January - June this year 800, 000
Correction for unusual event - 100,000

Sal es January - June
in a normal situation 700, 000
Inflation 5% + 35 000
735, 000
Expected increase in sales 10% £ 73 500

Esti mat ed sal es
January - June next year 808, 500

Present this table on the chal kboard and explain it carefully.

- If sales had been "normal”™ during January - June they woul d
have anpbunted to $700, 000 (that is, $800,000 m nus the extra
sal es of $100, 000 in May, which would not have occurred in a

"normal " year).

- A 5% price increase on goods was expected, so sales would be

$700, 000 + $35,000 in January - June next year, if the sane

amount of goods were sol d.

But a 10% increase in the amunt of goods sold was al so ex-
pected, as in previous years. That neant another $73,500, or
total sales of $808,500. (This expected 10%increase in sales

must be included only if there are definite signs that the shop

will continue to attract new custoners.)
b) Sal es January - Cctober this year 1, 400, 000
Less sal es January - June - 800,000
Sal es July - Cctober this year 600, 000
Expect ed sal es this Novenber -
Decenber + 300,000
900, 000
Inflation 5% 45,000
945, 000
Expected increase in sales 50% + 472 500

Esti nmat ed sal es
July - Decenber next year 1, 417, 500
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Expl ain this table as above. Ask your trainees why they shoul d not
expect a higher increase than 50% although another shop even
doubl ed its sal es when sel f-service was introduced. The trainees
shoul d understand that it is inpossible to nake an exact estimate,;
it is better to be "on the safe side" and keep the estinate | ow.

If income is overestinated, the management m ght be misled and in-

crease expendi tures.

Have the trai nees add up the estinates to get the sales for the
whol e year ($808,500 + $1, 417,500 = $2, 226, 000). Poi nt out that
the figures in a budget are usually "rounded off". They mi ght
ot herwi se give an i npression of accuracy which we do not need and

cannot achi eve in budget work.

Tell the trainees that the purchase records of Kanamai Co-operat-

i ve show an average margin of 10.5% Ask the trainees why the mar-

gin actually earned by that society will be less than 10.5%
(Leakage will reduce the margin.)
Di stribute the exercise "Estimting G oss Surplus". Let the

trainees work in the sane groups as before. All ow about five mn-

utes for cal culations; then ask for the correct answers.

a) The margin January - June is 10.0%

The margin July - Decenber is 10.0%+ 1.0%- 0.5%= 10.5%

b) The expected gross surplus:
January - June: 10% of $808,500 = $80, 850
July - Decenber: 10. 5% of $1,417,500 = $148,837

Di stribute the exercise "Estimating Operati ng Costs" and the table
"Esti mates for Kananmai Co-operative". The groups may need sone 20
m nutes for cal cul ati ons. Meanwhi | e, prepare tables (below on the

chal kboard to facilitate group reports.

a) Salaries January - June 6 x $5,000 = $30, 000
+ 5% increase 1500

31, 500

July - Decenber, old staff 31, 500

+ new staff 6 x $1,700 10, 200

+ extra staff — 600

$42, 300
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QO her ogperating costs January -June 6 x $2,500 = $15, 000
+ 5% 150
15, 750
July - Decenber 15, 750
+ 30% 4,725
20, 475
Depreciation: January - June $12,000 : 2 $ 6, 000
July - Decenber 6, 000
+ new buil ding $18,000 : 2 9,000
$15, 000
b) TIhe conplete estinntes
January - June July - Dec. Total
$ A $ % $ %
Sales 808,500 | 100 1,417,500 | 100 2,226,000 | 100
Gross surplus 80,850 | 10.0 148,837 10.5 229,687 | 10.3
Less: Salaries 31,500 3.9 42,300 3.0 73,800 3.3
Other op. costs 15,750 1.9 20,475 1.4 36,225 1.6
Depreciation 6,000 0.7 15,000 1.1 21,000 0.9
Net surplus 27,600 3.4 71,062 5.0 98,662 4.4
Enphasi ze agai n that budget figures should be rounded off. How

ever, for the purposes of this and the foll owi ng exerci ses we

keep them as they are.

Ask the trainees to study the conpleted esti mates and conpare the

figures for the first and the second half year.

Ask themto ident-

ify the differences which are caused by the planned extension to

the shop and the change to sel f-service:

sal es and costs w |

the margin wll

increase (in noney terns);

increase (from10.0 to 10.5%;
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arelatively smaller part of the inconme fromsales will be used
for sal aries and ot her operational costs (see the percentage

figures). Thus the shop will be run nore efficiently;

- due to the new i nvestnents, the depreciation cost will increase

both in noney terns and as a percentage of sales.

Poi nt out that the opening of the self-service will nean a great
change. This is the reason why two budgets were prepared: one for
the period before and one for the period after the change. If no
event of simlar inportance is expected, it is possible to prepare

one budget to cover the whole year.

Wth the trainees, recall the reasons why we prepare a budget: to
be able to conpare the actual results with the planned, expected
results (the budget) and to quickly discover any problens. Poi nt
out that the budget for Kanamai shows the expected results after
hal f a year's operation, but we have earlier agreed that results

shoul d be checked every nont h.

What can we do to make the Kanamai budget nore useful as a tool for
our followup of results? Ask a trainee to denpnstrate how t he
figures for six nonths can be divided and distributed evenly over
that tine. The estinmates for each nonth January - June should be

as indi cated bel ow.

Sal es $134, 750
Gross surplus 13,475
Less: Sal ari es 5, 250
O her op. costs 2,625
Depr eci ati on 1,000
Net surpl us $ 4,600

Ask your trainees if they accept this average nponthly budget as re-
alistic and useful for foll ow up work. Soneone is likely to ob-
ject, correctly, that sales and/or costs may vary fromone nonth to
anot her so that these "average" figures do not actually reflect re-

ality.
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7) Di stribute the exercise "Preparing Monthly Estinates” and allow t he
groups sone 20 minutes to conplete the necessary cal cul ati ons.
Check to be sure that each group has the correct solution

July Aug Sep Oct Nov Dec |July-Dec.| %

Sales 190,000({180,000200,000}285,000(352,500|210,000{1,417,500{100

Gross surplus 19,950 18,900 21,000f 29,925} 37,012| 22,050} 148,837]10.5

Less:
Salaries 6,950 6,950 6,950 7,250 7,250 6,950| 42,300 3.0
Other costs 3,000 3,000 4,000 3,000 3,000 4,475 20,475 1.4

Depreciation| 2,500| 2,500{ 2,500| 2,500{ 2,500| 2,500| 15,000 | 1.1

Net s

urplus 7,500] 6,450 7,550| 17,175| 24,262| 8,125| 71,062 | 5.0

Net s

urplus 7% 3.9 3.6 3.8 6.0 6.9 3.9 5.0

8)

Make sure that all trai nees observe the higher efficiency of the
operati ons expected in Cctober and Novenber when sal es are high;
the net surplus percentage is then nmuch higher than in other

nmont hs.

Di stribute the exercise "Preparing a Tradi ng Report". Al low a few
m nutes for the group work while you draw the table, w thout fig-

ures, on the chal kboard. Ask sone trainees to fill in the figures.
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Tradi ng Report for the Mnth of: July

Budget Actual
$ % $ %
Sales 190,000 100 192,000 100
Gross surplus 19,950 10.5 19,776 10.3
Less: Salaries 6,950 3.7 6,875 3.6
Other op. costs 3,000 1.6 3,250 1.7
Deprecilation 2,500 1.3 2,500 1.3
Net surplus 7,500 3.9 7,151 3.7
Enphasi ze agai n the useful ness of the budget; it is a tool for

planning and it is subsequently used to analyse the results.

Ask the trai nees what they can say about the results after having
studied this report: they should note that the net surplus is | ower
t han expected and the reason is the | ow average nargin. Thus t he
nmanager ought to pay attention to his selling prices and/or the

stock range.

Explain to the trainees that this is one way of preparing a trading
report. Ask themto identify its shortconi ngs. How coul d the re-
port be nore accurate? Try to elicit the fact that we do not know
either the actual cost of the goods sold and thus not exactly how
much gross surplus we have earned. |Instead we have calculated this
by usi ng the average nargi n percentage (which we can see in the
records) and reducing by the expected |eakage percentage. Conse-
quently, we will not know, for sure, what the | eakage has actually

been this period.

Ask the trainees if they can suggest how to find the cost of goods
whi ch actually left the shop during that nonth. The nethod is out-

l'i ned bel ow.
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Openi ng st ock (determ ned t hrough a stock-taking)
+ Purchases
= Total avail able stock
d osing staock (determ ned through a stock-taking)
= Cost of goods (this includes both the cost of goods

sold and that of other goods | ost

t hrough | eakage)

Ask whether selling prices or cost prices should be used for this
calculation (the correct answer is cost prices). Di scuss the fact

that usually selling prices are recorded during stock-takings, for

practi cal reasons. This could present a probl em except for the
fact that the stock value at cost price can easily be cal cul ated

when we know t he average nargi n. Exanpl e:

The stock value at selling price is today

$82, 500.

Accordi ng to the purchase records, the
average margi n has been 12% during the | ast

nmont h.

Consequently, the stock val ue at cost price

is 12% bel ow $82,500, that is $72,600.

Somebody nay object that the goods purchased during the | ast nonth
may not be exactly the sane as the sold goods. This is correct,

but rmust be ignored, since there are no other practical methods of
cal cul ati on. The difference in any case is likely to be very

smal | .

Di stribute the final exercise "Calculating the Cost of Goods".

After sonme ten minutes, ask a group to present the solution

a) Openi ng st ock $ 96, 660 (10. 5% bel ow $108, 000)
+* Purchases + 195190
= Total avail abl e stock 291, 850
= (Cosing stock =119, 745 (11. 3% bel ow 135, 000)

= Cost of goods $ 172,105
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Tradi ng Report for the Month of: July

Budget Actual
$ % $ %
Sales 190,000 100 192,000 100
Cost of goods 172,105
Gross surplus 19,950 10.5 19,895 10.4
Less: Salaries 6,950 3.7 6,875 3.6
Other op. costs 3,000 1.6 3,250 1.7
Depreciation 2,500 1.3 2,500 1.3
Net ;:rplus 7,500 3.9 7,270 3.8
Conpare this report with the previ ous one. Poi nt out again that

we have a nore exact neasure of the achieved margin in the latter
report, because we counted the stock and established nore exactly
the cost of the goods sold. In this case we found that the margin

was a bit higher, because the | eakage was | ower than expect ed.

Sumup: . the first nethod of preparing trading reports can be used
when stock-takings are not done. They will give a fairly correct
result as long as the | eakage does not differ too much fromthe

expected | evel
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Estinnating Sales

It is now the nonth of Novenber, and the budget for next year has to be
prepared in Kanamai Co-operative Society. First, an estinmate of the
sal es during the com ng year will be made. The follow ng information

is avail abl e:

- This year, the sales up to the end of COctober, are $1, 400, 000.

- In May this year the sales were expected to be about $110, 000, but
t he actual sales were $210, 000. The reason was that the owner of a
near by private shop was seriously ill and had to close his shop

temporarily.

- The sal es for Novenber - Decenber are expected to be $300, 000.

- Next year, on 1 July, the society will have an extension to the
buil ding ready and will go over to self-service. Sinilar changes
in other shops have nade their sales increase by at | east 50% One

shop even managed to doubl e the sal es.

- Sal es during the first half of this year were $800, 000.

- The present rate of inflation is about 5% and it will probably be

t he sanme next year.

- The shop has devel oped very well. In recent years the sal es have
i ncreased about 10% annually on top of inflation. The reason for

this is the constant inprovenent in management, services and stock

range.

Assi gnient

Estimate the sales for:

a) January - June next year;

b) July - Decenber next year.
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According to the purchase records, the Kananmi Co-operative has an av-

erage margin of 10.5% on its sales. However, due to |eakage it can

usually realize a margin of 10.0% only on the actual sales.

These figures are not expected to change in the near future. But after

the shop introduces self-service in July next year, it is expected that

the margin will be affected by the factors bel ow.
- The stock range will be expanded. Mre "high-margin itens" will be
i ncl uded, so that the average nmargin will increase by 1%

- Leakage may increase; it is usually higher in self-service shops.
According to |l ocal experience it nay increase by 0.5% For the
sake of sinplicity, it is assuned that the margin will change by

the same percentage.

Assi gnnent

a) Wiat are the expected margins for January - June and for July -

Decenber next year?

b) Cal cul ate the expected gross surplus for the sane periods. (Sales

are estimated to be $808,500 and $1,417,500 respectively.)
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The followi ng is known about the expenditures in Kananai Co-operative:

The total salary cost per nonth is at present $5,000. A general

increase of 5% is expected from1 January.

O her operating costs anount to $2,500 per nonth. These costs are

expected to go up by 5% due to inflation.

The depreciation cost is $12,000 per year.

When the shop is turned into a self-service shop on 1 July next year,

there will be sone changes:

- An assi stant nmanager and one nore shop assistant will be enpl oyed.
Their salaries will be $1, 700 per nonth altogether, including the
general increase. Some extra staff may be needed during the peak

peri od; $600 should be estimated for this.

O her operating costs are expected to increase by 30%

Investnents in the expanded shop building and new fixtures will in-

crease the depreciation cost by $18, 000 per year.

Assi gnnent

a)

b)

Esti mate the operating costs for next year.

Conpl ete the estimtes for Kananmi Co-operative. Use the attached
tabl e. Not e that costs and surplus should al so be stated as a per-

cent age of the sal es.
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ESTI MATES FOR KANAMAI CO- OPERATI VE Year
January - June July - Dec. Total
$ % $ % $ A
Sales 100 100 100
- -
Gross surplus
Less: Salaries
Other op. costs

Depreciation

Net surplus
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July Aug Sep Oct Nov Dec }July-Dec.| %

Sales 190,000180,000 {200,000 |285,000|352,500|210,000(1,417,500{100
Gross surplus 148,837110.5
Less:

Salaries 42,300% 3.0

Other costs 20,475) 1.4
s o - - —

Depreciation 15,000y 1.1
Net surplus 71,0621 5.0
Net surplus %

Assi gnnent

Prepare nonthly estinmates for July - Decenber for Kanamai Co-operat-

ive. Use the tabl e above and base your estimates on the foll ow ng in-

formati on:

The hi ghest sales in Kanamai are al ways recorded in Cctober -
Novenber when farners are paid for their crops. In the table above
the sal es have al ready been estimated nont h- by-nonth, according to

vari ati ons experienced during previous years.
The average margin is not expected to vary.

The total nonthly salaries to permanent staff are $6. 950. In
Cct ober and Novenber an extra part-tinme assistant will be hired for

$300 per nonth.

The costs of operation the shop are about the sane every nonth, but
note that an electricity bill of sone $1,000 is to be paid in
Sept enber . I nsurance and |icense fees of $1,475 are due to be

pai d i n Decenber.


katherine


Sheet 11

. i

To be able to follow up on his plans and nonitor the result of the

busi ness, the manager of Kananmai Co-operative prepared a Tradi ng Report

at the end of every nonth.

For the report he used a form which had one colum for the budget fig-

ures and another for the actually achieved results.

Tradi ng Report for the Month of: July
Budget Actual
$ % $ %
Sales 190,000 100
Gross surplus 19,950 10.5
D
Less: Salaries 6,950 3.7
Other op. costs 3,000 1.6
Depreciation 2,500 1.3
Net surplus 7,500 3.9
Assi gnnent
Fill in the Tradi ng Report.

- The recorded sal es are $192, 000.

- The average margin on purchases during July is 11.3% according to
t he purchase records. There was no stock-taking in July, so we do
not know the | eakage. However, the manager expects |eakage to re
duce the margin by 1% (We know that he planned a nargin of 11.5%
but in the budget it is reduced to 10.5%)

- Sal ary costs were only $6,875 as one shop assistant had sone unpaid

| eave- days.

- O her operating costs anpunted to $3, 250.
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Assi gnment

Cal cul ate the cost of goods for July, on the basis of this

information.

- according to a stock-taking, the stock value at selling prices

on 30 June was $108, 000;

- the average margin in June, according to the purchase records,

was 10. 5%

- the total purchases of goods in July were $195, 190 at cost

price;

- the average margin in July, according to the purchase records,

was 11. 3%

on 31 July the stock value at selling price was $135, 000,

according to a stock-taking

Conpl ete the Tradi ng Report. To find the gross surplus, use the
actual cost of goods for your calculations, not just the expected

mar gi n percent age

Tradi ng Report for the Month of: July
Budget Actual
$ % $ %
Sales 190,000 100 192,000 100

Cost of goods

Gross surplus 19,950 10.5

Less: Salaries 6,950 3.7 6,875 3.6
Other op. costs 3,000 1.6 3,250 1.7
Deprectation 2,500 1.3 2,500 1.3

Net surplus 7,500 3.9
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SESSION 9.4
DIVISION OF DUTIFS AND RFESPONSIBIIITIES
(hiective: To enable trainees to identify the duties and responsi -
bilities of comrittee nenbers and nanagers in a co-op-
erative society.
Tinme 1 hour.
Material : Case-study "Who is Doing Wat?"
Session Guide:
1) Ask sone trainees to describe how the work of managi ng their shops

is divided between conmttee nenbers and staff; who is doing what?

The cases presented will certainly illustrate a comon problemin
this field: responsibilities not clearly defined. The result is
confusion and conflict. The exanples further show that the duties

of shop nanagers vary considerably from one society to another.
Ask the trainees why this is so. Try to elicit the foll ow ng

reasons:

- the experience and the know edge of the manager;

-  the experience and the know edge of the committee nenbers;
the role of the secretary and/or treasurer;

- t he nunber of staff in relation to the size of the business.

Poi nt out that regardl ess of the experience and qualifications of
the people involved, it is of utnost inportance that they agree on
a suitable distribution of duties. The case-study below will help

them plan this.

Di vide the class into groups of five to seven trainees. Distribute
the case "Wio is Doing What ?" Instruct the groups to wite their
suggestions on OHP transparencies or |large sheets of paper to faci-

litate their reporting. Show an exanpl e on the chal kboar d:



Duties of Duties of
TASK the MANAGER the COMMITTEE

B L e

Preparing budgets. Provide inforwation]| Assess the esti-

and statistics. mates. Approve the
Assist in calcula- budget.

ting and drafting

Al'l ow the groups sone 30 minutes for the assignnent. Then recon-

vene the class and ask the groups to present their suggestions.

Let trainees comment after each group presentation. The sugges-
tions will of course vary, but it is inportant that there is no
confusion and that all tasks are clearly divided. An exanpl e fol -

| ows.
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TASK

Duties of
the MANAGER

Duties of
the COMMITTEE

Preparing budgets.

Provide information
and statistics.
Assist 1n calcula-
ting and drafting

a budget.

Assess the esti-
mates.
Approve the buget.

Keeping records.

Record all daily
transactions 1n the
shop.

Prepare daily sum-
mary reports for
the accountant.

Following up the
result.

Check that books
are up-to-date.

Check the key fig-
ures continually,
such as: sales, av-
erage margin, maila
costs.

Explain reasons

for deviations froum
the budget and
suggest rewmedial
actions.

- —— =t
Evaluate the
wmonthly trading re-
ports.

Decide on necessary
remedial actioans
when necessary.

e _—

Deciding on the
stock range.

Develop the stock-
range within the
approved stock pol-
1cy.

Suggest changes to
the policy, based
on customer de-
mands.

Decide on a stock
policy, statiang
lines of goods,
width and depth of
the assortment.

—

Purchasing goods.

Decide ordering in-
tervals and quanti-
ties so that the
working capital 1s
used efficiently
and out-of-stock
situations are
avoided.

Prepare orders.
Check deliveries.

Approve suppliers
and payment con-
ditions,

Authorize payments.
Check the rate of
stock turn.

——

Fixing selling
prices.

Suggest wargins on
non—-price—-con-
trolled goods so
that the planned
average margin will
be achieved.
Calculate selling
prices, applying
decided margins.

Decide on a pricing
policy.

Check to see that
the planned margin
1s achieved.
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Duties of
the MANAGER

Handling the goods.

Store and display
goods properly, en-
sure cleanliness.
Display prices
clearly.

Avoid wastage of
goods.

Minimize leakage.

Duties of
the COMMITTEE

_____________ —
Check the leakage
continually.

In case of high
leakage, 1nvesti-~
gate reasons, take
action.

Stock-taking.

Organize and carry
out the stock-
taking.

Decide when stock-—
takings should be
done.

Check that the re-
corded value of the
goods 1s correct.

Handling the cash.

Supervise all cash
handling 1in the
shop.

Ensure that all
traansactions are
recorded,

Check the cash
daily, report any
shortages to the
committee,

Follow up on cash

control and decide
on action 1n case

of shortages.

e =

Serving customers.

Charge correct
prices.

Treat all customers
friendly.

Offer fair services
to all custowers 1in
accordance with the
policy of the so-
ciety.

Decide on a policy
for sales and ser-
vices,

Managing the staff.

Distribute the
tasks of shop as-
sistants.
Supervise, guide
and train staff.

Ewploy staff.
Decide on salaries
and other employ-
ment conditions.

Sum up by stressing that,

shoul d be responsi bl e for

(i.e.

ains of the society,

in his custody and keepi ng | eakage at

of a conmmittee should be to outline the policies of

to plan and control

in general,

al |

t he econony of the shop.

a nmni mum .

——m e

a qualified shop manager
the daily operations in the shop
of fering good service to the nenbers in accordance with the

whi | e taki ng good care of the goods and nobney

The main duties

t he society and
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Some years ago the villagers in Meru fornmed a co-operative society and
opened a shop. From the begi nning the el ected committee nenbers were
very active and hard-worki ng. In fact, during the first year no staff
was enpl oyed; the committee nenbers shared all the work of running the
shop. As t he business devel oped, it becane necessary to enploy a shop

attendant, but some conmmittee nmenbers continued to give a hand.

It has now been decided to open a new, bigger shop. The conmittee re-
alizes that nore staff will be needed. Fortunately, an experienced

shop nmanager has been found. It is also planned to enploy two npre at-

t endant s.

The new shop manager has told the committee that before he begins his
work he would |like to have clear instructions as to his duties and re-
sponsibilities so that there will be no problens between himand the

conmmttee in the future.

Assignnent

Assi st this co-operative society by suggesting how it should divide the
wor k between the committee and t he manager. The nain duties conprise

several tasks. Who shoul d do what ?
- Prepari ng budgets.
Keepi ng records.
Monitoring the results.
- Deci di ng on the stock range.
- Pur chasi ng goods.
- Fi xi ng selling prices.
- Handl i ng t he goods.
- Taki ng st ock.
- Handl i ng the cash.
- Servi ng custoners.

- Managi ng the staff.
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SESSION 101
ACT| ON PROCRANMVE AND COVM TIVENT
hjective To enabl e trainees to apply what they have | earned to
their own situations, to develop a solution to a
specific problemwi th the assi stance of the group, and
to commit thenmselves to its inplenmentati on by a given
tinme.
Tine: Up to one day.

Session Qi de:

Remi nd the trai nees of the difference between the cl assroom experi -
ence they are just conpleting and the reality of co-operative man-
agenent . The two may very easily becone unrel at ed. The i ntent of
this course, however, is that trainees apply what they have | earned
in the classroomto the daily managenent of their co-operative so-

cieties.

Rem nd the trainees of their obligation to nake an "action commt-
ment" at the. end of the course. For this, each nmust descri be a
special activity which he intends to inplenent as a result of the
course or a specific problemat work which he expects to sol ve upon
return horme. (Sonme typical exanples of "action commtnents” are

gi ven under Item5.)

Thr oughout the course, trainees should have been rem nded of their
responsibility to nake this action comm tnment. This final day
gives themthe opportunity, in consultation with other trainees, to
devel op a plan or solution to the problem using the course experi-

ence. They then present the solution to the whole group for criti-

cism

The time avail abl e should be divided into two periods - the consul-
tancy period and the presentation period.

Duri ng the consul tancy period the trai nees should be divided into

groups of three to four. The groups shoul d not contain trai nees
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fromthe sane co-operative and, ideally, should include trainees
fromdifferent backgrounds. In this period, each trainee should be
al |l oned about 30 mnutes to present his problem and proposed sol -
ution to the other nenbers of the group, who are expected to help

develop a solution and a tinetable for its inmplenentation.

During the presentation period, each trainee should have at | east
ten mnutes to present his problem and solution to the whol e group
and to hear and react to at |least a few of their coments. In this

brief period the trainee nust:

- describe the problem

- describe the solution

- describe how the solution will be "sold" to whoever is involved;

- state a specific date by which the plan will be conpl eted

Trainees in a position of authority in a co-operative nay feel that

it is unnecessary to "sell" their ideas to their subordinates or to
conmi ttee nenbers. Such trai nees should be advi sed that subordi-
nate staff will contribute nore efficiently to the work of the co-

operative if they understand and believe in what they are doing

rather than doing it out of fear or sinple obedi ence.

The actual timng of the consultancy and the presentation periods
wi Il depend on the nunber of participants in the course. In order
to ensure sufficient tine to each trainee, the normal session hours
shoul d be extended or tine should be allowed on the previous day.
The session is inportant - it provides an effective bridge between
the course activities and the normal environnent of the trainees.
It also encourages the trainees to regard the conpletion of the
course not as the end of training but as the begi nning of personal

i nprovenent on the job

Tr ai nees should be encouraged to arrange to neet each other at work
after the course for continued "group consultation". The instruc-
tor should also undertake to visit or otherw se contact each
trai nee around the prom sed date of conpletion of the action plan,
in order to ascertain whether or not it has been inplenented. It

nust be stressed that this is not in order to evaluate the

trai nees, but rather the training course itself.
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If possible, a brief reunion should also be arranged, to take pl ace
after an appropriate interval. If this can be done, trainees
shoul d be asked to state in the | ast session exactly what they plan
to have achi eved by the date chosen for the reunion, so that they
can then conpare progress with stated intention. This is not only
a useful evaluation device but, npore inportantly, a public commt-
ment . The know edge of the forthconmi ng reunion will be a powerful

incentive to actual inplementation.

Each action conmitment will be unique to each trainee and his or-

gani sati on, but four typical exanples are given bel ow

| f : .
EXANPIE A

Problem The rate of | eakage in ny shop is too high

Sol uti on:

a) I will explain the problemto all staff nenbers, tell themthe
val ue of the goods which di sappear in a nonth, the rate of
| eakage as a percentage of sales and the devel opment of the
| eakage figure in recent years. I will explain the conse-
quences for the econony of the co-operative so that everybody

under st ands the seriousness of the problem

b) I will identify possible reasons for the | eakage and areas of

i nprovenent :
- Are the goods properly checked when received?

- Are all goods stored and displayed in a safe way? |Is there

any apparent sign of |eakage on the floor?
- Are there any signs of pests?
- Are any goods too old, damaged or dirty?

- Is fresh food ordered in right quantities and well taken

care of to avoi d wastage?

- Are scales and weights clean and correctly adjusted, and

correct weights given to custoners?

- Are all sales recorded and the cash nonitored daily?



- Are price changes and goods used by the co-operative itself

accounted for so that they do not show as | eakage?
Are di shonest custonmers given opportunities to steal goods?

- Is there proper control over what the staff nenbers buy

t hensel ves and what they carry when | eaving the shop?

Are all goods safe when the shop is closed? Is the shop

properly | ocked and the key kept safely?

c) | wll discuss actions to be taken to reduce | eakage with al

staff nmenbers in order to notivate themto participate.

d Al staff wilt carry out the activities agreed upon. | wl|

supervi se and handl e any probl em that mni ght occur.

e) | will arrange nmonthly stock-takings in order to follow up the
result of the activities and the devel opnment of the | eakage-

rate.

f) The committee-nenbers will be briefed, participate in the

st ock-taki ngs and receive reports on the devel opnent.

9) Ti me-t abl e: The survey and preparations will start next week
and be conpleted so that an anti-| eakage programme can be im

pl enented as from next nonth.

EXAMPLE B

Problem W have no proper system of stock control in our shop and
the I ow nargi ns we achi eve indicate that we may have a hi gh | eak-

age.

Sol uti on:

Stock control records at selling prices and regul ar stock-takings

shoul d be introduced. | wll:

identify all goods transactions and any changes in the selling
val ue of the goods and find out how they are recorded, if poss-
ible | will extract all infornmation nonthly fromthe present

records;

deci de upon any needed adjustnments or conplenents to the record-

ing system
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- explain the stock control systemto the committee and to the

staff, making sure they understand its inportance

- arrange a stock-taking to ascertain the actual value of the

stock when the stock control systemis initiated,;
- make sure that all stock nbvenents are recorded
- decide the tine for the next stock-taking and carry it out;

- prepare the stock records and, together with the secretary, cal-

cul ate the | eakage during the period;

- account for the | eakage to get a correct actual opening stock
value for the coning period so that the | eakage can be neasured

regul arly.

Ti me-t abl e: January - Information, decisions and preparations.

February - Recordings are started, stock-takings nonthly onwards.

EXAMPILE C

Problem I do not know if any cash is disappearing fromthe shop

because we have no system for daily cash control

Sol uti on: Together with a co-operative officer and the secretary

of the co-operative, | will design and i ntroduce a cash control

system according to the follow ng pl an:

a) In January we will design and print necessary forns for the
cash control: recei pts and cash sales |lists for recordi ng of

the sales, daily cash reports for the daily control

b) In January we will al so explain the need and purpose of cash
control for all staff, stressing the inportance of recording

all sales.

c) On 1 February we will appoint certain staff nenbers to handl e
the cash, explain their personal responsibility, where to keep
their cash, and the daily accounting procedures. W will see
to it that each staff nenber who is to handl e cash has a cash-
box or cash drawer which can be | ocked and that any duplicate

key is kept safely.
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| will prepare a check-list of actions in case of cash shortage

or cash over and informthe staff about this.

d) In the general neeting in February we will educate the nenbers
as to the need for cash control, so that they, too, understand

the inmportance of recording all sales.

el On 15 February we will start using the daily cash control sys-
tem
EXANPLE D

Probl em: Qur stock range has remmi ned al nost the sanme for quite

sone time. Menbers conplain that we do not stock nobre goods.

Sol uti on:

a) Next week I will involve all staff nenbers in identifying
"slow noving itenms". W will prepare a list of goods which

have been in the shop for nmonths w thout many custoners asking

for them

b) I will find out why each itemon the list is not nuch in denmand
and suggest actions to be taken: clearance sale, price adjust-
ment, sales pronotions, new display, drop fromthe stock range,

etc.

c) I will also prepare a list of goods which are nuch in demand
but missing in the present stock range and then nmake a priority
list of newitens to be included in the stock range. | wll

calcul ate the need for capital this requires.

d) I will present the suggestions to the conmittee and ask for its

approval in the neeting in February.

e) I will continue devel oping the stock range in this way. Tw ce

a year | will go through the assortnment and i nprove it.



ORDER — training material

3

—

&

4

D)

MATICO/M

To ILO Publications
International Labour Office
CH 1211 GENEVA 22, Switzerland.

Material for staff and management training in CONSUMER CO—OPERATIVES

Please, send us the titles indicated below and invoice us accordingly.

uantit

:

SELF~-STUDY BOOKLETS - A series of "Learning Elements"

for staff, managers and committee-members:

BASIC ECONOMICS OF A CONSUMER CO—OPERATIVE
PLANNING AND CONTROLLING THE BUSINESS
CASH AND STOCK MANAGEMENT

PRICING

BUILDINGS AND EQUIPMENT FOR SMAILIL SHOPS
BASIC RULES FOR THE DISPLAY OF GOODS
THE DISPLAY OF GOODS IN SELF-SERVICE SHOPS
EASY LETTERING FOR SIGNS AND POSTERS
THE STOCK RANGE

ORDERING GOODS

RECEIPT OF GOODS

SHOP HYGIENE

FOOD SPOILAGE AND PRESERVATION
WEIGHING AND PREPACKING

PRICE-MARKING

SALESMANSHIP

SHOPLIFTING

HANDLING OF CASH

CASH CONTROL WITHOUT A CASH REGISTER
CASH CONTROL USING A CASH REGISTER
LEAKAGE

STOCK CONTROL RECORDS

STOCK-TAKING

WORK ORGANISATION AND STAFF MANAGEMENT

HTHTHTTHTTT T

TRAINER'S NOTES — A booklet comprising notes for the
instructor on the use of the above "ILearning Elements"

RETAIL MANAGEMENT - A complete 2-week course presented

in a "Trainer's Manual" (ringbinder). For each session
there is a session—guide for the trainer and a copy of
each case-study and other handouts for the trainees.

Quantity discount: 10 copies -10%, 50 copies -25%.
without notice.)

ISBN

Uss$

92-2-102224-2
92-2-102222-6
92-2-105046-7
92-2-103028-8
92-2-102177-7
92-2-102067-3
92-2-102081-9
92-2-103330-9
92-2-103089-X
92-2-103088-1
92-2-102437-7
92-2-103692-8
92-2-103693-6
92-2-102360-5
92-2-102632-9
92-2-102223-4
92-2-102481-4
92-2-102361-3
92-2-102435-0
92-1-102436-9
92-2-102049-5
92-2-102774-0
92-2-102225-0
92-2-103268-X

92-2-105151X

92-2-105490-X

(Prices subject to change

19.95

Name and address:

Signed:

Date:






