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Preface

Thi s traini ng package is one of a nunber of training packages desi gned
by the ILO - MATCOM Proj ect to assist people who plan or carry out
training for the nmanagerial staff of agricultural co-operatives in de-

vel opi ng countri es.

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

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

(i) the tasks and functions to be perfornmed in agricultural co-opera-
tive societies in devel opi ng countri es;
(ii) the common problens and constraints facing the effective perform

ance of these tasks and functions.

The result of this analysis is reflected in the MATCOM "Curri cul um
Gui de for Agricultural Co-operative Management Trai ni ng". The CGui de
contai ns syll abuses for 24 nmnagenent subjects and MATCOM has produced

trai ning packages, sinmlar to this manual, for the foll ow ng subjects.

- Col l ecti ng and Recei ving Agricul tural Produce
- Transport Managenent
St or age Managenent
- Suppl y Managenent
- Rural Savings and Credit Schenes
- St af f Managenent
- Wor k Pl anni ng
- Fi nanci al Managenent
- Cost Accounting and Control
Ri sk Managenent
Proj ect Preparation and Apprai sal
- Export Marketing
- Managenent of Larger Agricultural Co-operatives
- Cooperative Audit and Control

- Managenent of Multi purpose Cooperatives
For nore infornation on the above training naterial, please wite to:

The MATCOM Pr oj ect

c/o CO OP

I nternational Labour O fice
CH 1211 Geneva 22

Swi t zer | and



Jarget Group

Target groups for this training programme on "Marketing of Agricul -
tural Produce" are nmmnagers and assi stant managers who run or plan
to run an agricultural co-operative society with marketing func-

tions.

Co-operative officers or extension staff could also benefit from

t he programe.

Al m

The aimof the programme is to train people to nanage the nmarketing

of the society's produce effectively.

In particular, the programme wll enable trainees:

- to define the role of marketing in the econony, and to identify
the need for effective narketing managenent;

- toidentify the various "ingredients" of the narketing mx, and
to anal yse marketing situations in terns of presence or absence

of each ingredient;

- to decide what market information is needed in a certain situa-

tion, and howto obtain it efficiently and econom cally;

- to select appropriate nethods of packaging for agricultural pro-

ducts;

- to identify appropriate produce related responses to changi ng

mar ket condi ti ons;

- to select appropriate distribution channels for their nmenbers'

produce;

- to decide whether they should entrust distribution of their nem
bers' produce to exclusive or non-exclusive nmarketing outlets;

- to select appropriate nethods of transport, and to identify and

quantify the costs and benefits of storage;



to design an appropriate "comunication nmix" for their society's

products;

- toidentify the role of the salesman and to sell their society's

products effectively;

- to calculate prices for their society's produce in the |ight of

cost of production and their effect on demand;

- to fix prices in relation to costs, denmand and conpetitive be-
havi our;

- to design an appropriate marketing mix for a given co-operative

soci ety;

to apply what they have learned to "nmarketing" situations in

their own societies.

Use

The programme as described in this manual can be used for a
speci al i sed course on narketi ng. The conplete programe, or
i ndi vi dual sessions or parts of sessions, can al so be incorporated

in the curriculumfor a nore conprehensive nanagenent programre.

Duration

The programme, as described in this nmanual, consists of 15 learning
sessions. Session times vary from 12 to 5 hours. The tota

progranme will take approximately 35 - 40 hours, or between 6 and 8

days, depending on the qualifications and experience of the
trai nees and the hours worked each day. The tinme may well be
exceeded, and each instructor nust decide on the likely duration in
view of |ocal conditions. A tinetable should be prepared

accordingly.

o I

The programme is based on the assunption that training i s expensive

and that noney for co-operative nanagenent training is scarce.
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Therefore, it |ooks upon training as an investnent, and unless the
training yields results, the return on the noney invested in it

will be nil.

On their return home fromthe training progranme, the trainees
shoul d therefore be able to show concrete results of inproved man-
agenent . In order to prepare and equip the trainee to achieve
this, the programe has adopted a highly active |earning approach
through the use of "participative" |earning nethods and a built-in

action conmtnment.

Trainees will not |earn about Marketing in a general and passive
way. Their day-to-day managenent probl ens have, as nmuch as pos-

sible, been translated into realistic case studies, role plays and

other probl em sol vi ng exerci ses. Trai nees (working nostly in
groups and on their own) will learn by solving these problens as in
real life with the necessary assi stance and gui dance fromthe

trainer, who will act nore as a "facilitator" of learning than as a

| ecturer.

Every trai nee has sone ideas and suggestions from which the others
can | earn. This material is intended to allow and encourage every
trainee to contribute as nuch as possible fromhis own insights and
experience, so that all will go away with the accunul ated know edge

that each brought to the programe.

This sort of shared learning is in fact al nost al ways nore inport-
ant than the know edge that you, the instructor, or the naterial in
itself, can contribute. You shoul d treat each trainee as a source
of ideas and suggestions which are at | east as val uable as your
own, and the material is designed to help you to draw out, or "eli-
cit" these contributions.

The built-in action conmitnment at the end of the programre will
gi ve each trainee the opportunity of using the know edge and exper -
tise of his colleagues in the training progranmme to find a concrete
and acceptable solution to a specific marketing problemhe is faced
with - a solution to which the trainee will commt hinself for im

pl enent ati on.



Structure

The programme is divided into 15 TOPICS (see the table of contents

on page X). The following material is provided for each session

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

how to conduct the session;

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

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

: : I L al

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

probably be necessary to adapt it. This can be done as foll ows:
Read through the programe and deci de whet her:

- the programme can be run as it is;
- only certain topics or sessions should be used;

- new topics and sessions shoul d be added

Your decision will depend on the training needs of your trainees

and the nmeans you have at your di sposal

Carefully read through the sessions you have deci ded to use. Check
the subject natter in both the session guides and the handouts.
Modi fy themto include |ocal currencies, nanes, crops and so on
Such adaptation will help trainees identify thenselves nore easily
with the people and the situations described in the handouts, and
wi |l considerably increase inpact and effectiveness of the training

pr ogr ame.

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

you rust' adapt, nodify, use or reject as you think fit. The best
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evi dence that you are using the material properly will be the anount
of changes, additions and anendnments you have yourself witten into

this copy.

Handouts constitute an inportant part of the training material used
in the progranme. They can be reproduced fromthe original hand-
outs supplied in the ringbinder, after the necessary adaptation has
been made. Repr oducti on nay be done using whatever nethod is

avai |l abl e: stencil, offset printing, photocopy, or other.

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

is the chal kboard

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

still use the chal kboard.

The Pre-course Questionnaire should be sent to trainees in ad-
vance. Tr ai nees shoul d be asked to conplete it and hand it in at

t he begi nning of the training progranmre.

Preparing Yourself

Somre trainers may feel that material of this sort neans that they
need only spend a few mnutes preparing for each session. This is
not the case. You should go through the following steps before
conducti ng any course which is based wholly or in part on this

mat eri al

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

you envi sage what is intended to happen in the classroom

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

may not be wong, but which will be worth follow ng up
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3. Wirk through the case studies yourself, and try to predict al
t he possi bl e anal yses and answers which trai nees nay come up

wi th.

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

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

5. Plan the whole session very carefully; try to predict approx-
i mtely how many m nutes each section of the session is likely
to take, and make the appropriate nodifications to fit into
the time that you have avail abl e. Do not take the suggested

time at the begi nning of the session guide too seriously.

10. Conducting the Programre

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

gui del i nes:

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

that the only face they can see is your own.

2. Be sure that the session is clearly structured in the
trai nees' minds; outline the structure at the begi nning,
follow it or say that you are diverging fromit, and summarise

what has happened at the end

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

job-oriented objectives of the session.

4. Be flexible, do not follow the material slavishly and be
prepared to change the approach, depending on what trai nees,

t hensel ves, suggest.

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

them by skillful questioning

6. If you fail to elicit a particular answer fromthe trainees,

it is your fault not theirs. Persi st, by asking the sane
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11.

12.

13.

14.
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question in different ways by hinting and so on, and only nake

the point yourself if all else has failed

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

sonebody into nmaking an attenpt.

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

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

qguestions or comments with which you cannot deal).

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

he or she has put forward a suggestion is conmendabl e.

If you cannot answer trainee's question, or coment on a sug-
gestion, (or even if you can) ask another trainee to answer or
nmake a conment. You are the facilitator, not the source of

know edge.

Wite trainee's owmn words on the chal kboard whenever possi bl e;
do not follow the words in the material, even if they are nore

preci se.

Be prepared to act as "Devil's Advocate" by supporting the
opposite viewto that held by the majority of participants;
there are usually no right or wong answers to nanagenent
guestions, and trai nees nust see and understand both sides of

every issue

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

of hand; it may be useful or nore so.

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

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

st and.

16. Be dynamic, lively and active. Move around, wal k up and down

the classroom and generally keep everyone alert to your phy-

sical activity.

After the Course

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

probl ens which m ght prevent them from applying what they | earned.
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Sheet 1
SESSION 1
LNTRODUCTI ON
hjective: To denpnstrate the inportance of effective nmarketing,
and to identify sources of marketing expertise within
t he group.
Tine 1 to 2 hours.
Material : Compl eted pre-course questionnaire, tinetable and |i st
of participants.
Session Quide:
1) If a prominent visitor is to open the programme, he or she shoul d

be asked to give examples of problens or failures that have arisen
t hr ough i nadequate marketing and to stress that people in the

trai nees' position can nmake a mjor contribution in this area.

Ensure that any adnministrative problens are dealt with. Mtters of
accommodat i on, paynent of expenses, transport, roons for private

study and any other points of information should be settled now

Point out that a training course such as this is an investnent.
Attenpt to estimate its total cost (including trainees' salaries
while in training). Ask trainees to suggest how they night use
this sumof noney if it was available to themto inprove the nar-
keting activities in their societies. They may nention invest nment
in marketing research, pronotion or something else. Point out that
unl ess the value of the benefit to the nenbers fromthis course ex-
ceeds the cost of the course, the noney woul d have been better
spent as suggested. Tr ai nees should therefore continually relate
what they are learning to their own jobs. If it appears irrele-
vant, m staken or they do not understand how to use it, they nust

say so and the course will be changed accordingly.

Go briefly through the tinetable and stress that trainees will be

required to contribute and not nerely to |isten: peopl e | earn not



by sitting and |listening but by participating and doi ng things

t hensel ves

Ask each trainee to sumrarise his prior training and experience,
and to state what he hopes to gain fromattendi ng this course.
Refer to the pre-course questionnaire if necessary. Stress that
everyone brings sonething to the course and that the total exper-
ience in the group as a whole is substantial. Wile trainers and
the material will provide ideas and gui dance about techniques and a

structure to the course, a major input nust cone fromthe trainees.

Attenpt to classify trainees' objectives and experience on the
boar d: identify the special expertise or experience that each
trainee brings to the course, enphasising the point that the group
as a whole is an extrenely powerful source of expertise and exper-

i ence.

Tell trainees that at the end of the course everyone of them indi-
vidually, will be expected to produce and comit hinself to an ac-

tion plan which will include:

A statement of marketing problemin his society.

A brief description of the way in which they propose to sol ve

this problem

I deas on how they will "sell" this solution to their superior
and/ or subordinate staff, and to the committee and nenbers if

necessary.

- A specific description of exactly what the trai nee expects to
have achi eved by a certain specified date (within six nmonths or

one year fromthe end of the course).

Tell the trainees that the instructors intend to contact themafter
this specified period to assess how successful they have been in
i mpl ementing their plans; the course, rather than they thensel ves

will be evaluated by their success.



Pre-Course Questionnaire

NAME . ¢ o eeceseaossesasososssssssscsssssssssssassssascssscsssssnsssocsacses

Co=0perative SOCLELY: vt ierecoasenessssecsccssssosesososssnassaananas

JOD TitlE: vveeeeesesssonosssansasssssasssssnosssssassssssesnsssssssnsans

Brief description of your responsibilities:
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What parts of your job do you enjoy the most?
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What part of your job do you find the most difficult?
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Please complete the following sentence:

As a result of attending the course on Marketing, I hope that I shall
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Sheet 1
SESSION 2
VWHAT 1S MARKETI NG?
hjective: To enable trainees (i) to describe the crucial role of
marketing in the econony and (ii) to identify the need
for effective marketing nmanagenent in order to satisfy
both the producer and the consuner.
Tige: 12 to 2 hours.
Material Tape Di al ogues "The Farner Meets The Consuner".
Session GQuide:
1) Play or, if a tape player is not available, ask two trainees to en-

act the dial ogue, "The Farner Meets The Consumer - One". |If neces-

sary, distribute copies of the dial ogue.

Ask trainees what could be done to change the situation outlined in

the dialogue. Lead themto suggest traditional renedies such as:

- Rapaci ous m ddl enen shoul d be controlled or elimnated.

-  Marketing boards should be established to control prices and

whol esal e operati ons.

Co- operative societies should replace extortionate nmerchants as

purchasers of farm produce

- Co-operative retail outlets should replace profiteering private

shops.

Pl ay or enact dial ogue "The Farner Meets The Consuner - Two".

Agai n, ask trai nees what could be done to change the situation out-

lined in this dialogue? Suggestions will probably include:

- Farmers need a wi der choice of nmarketing outlets.

- Farners require a nore convenient place to deliver their pro-
duce.



- Farmers who need it should be able to obtain advances to finance

their crop production.

- Consuners require produce to be avail able at tines and pl aces

which are convenient for them

- Consumers want goods to be inspected, <cleaned and reliably

wei ghed.

- Some consuners need to be able to buy goods on credit.

Ask trainees which of the two situations is better for the farmer
and the consuner. Suggest that it is at |east possible to argue
that a well functioning nmarketing system wth profiteering
nm ddl emen, who minimse the return to farmers and naxini se prices
to consuners, is preferable to any marketing systemwhich fails to

function.

Ask half the trainees to wite down a brief description of an ideal
mar keting systemfromthe farmer's point of view The ot her half
should simlarly describe an ideal marketing systemfromthe
consuner's point of view Poi nt out that the descriptions should

i nclude factors such as:

- Price

- Delivery
- Credit

- Quality
- Timng

Ask those trainees representing farmers to read out their
descri ptions; sunmari se t hem on chal kboar d/ OHP. Ask trainees
representing consumer interest to read out their descriptions and
summari se them | i kew se, opposite the corresponding itens in the
"Farmers'  List". The contrasting lists should contain the

follow ng itenms anong ot hers:

Farners' 1ijst Consuners' |jst
- Maxi num prices to be paid. - Mminmumprices to be charged.
- Produce to be purchased at - Produce to be avail abl e when

harvest tinme. it is needed for consunption.
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Session 2

Sheet 2
Earners' 1ijst Consumers' 1j st
Produce to be paid for in - Produce to be available on
cash or in advance. generous credit terms.
Produce to be collected from - Produce to be avail able as
the field where it is grown. cl ose as possible to the hone.
Al'l produce to be accepted, - Produce to be only of the
whet her good or bad quality. hi ghest quality.
Stress that the function of marketing is to fill the "gap" between

farmers' and consuners' needs in such a way that both are satis-

fied. Clearly this requires a conproni se.

Institutions whose function it is to market farm produce rmnust
therefore be efficiently managed, so that they add the features
needed by consuners at nininum cost, and so that as nuch as pos-
sible of the final consumer price can be given to the producer.
Stress that this does pot nean mninising the service provided:
the objective of efficient marketing managenent is to provide the
servi ce which consuners need, at the | owest cost; not to ninimse

the services thenselves in order to save noney.
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The EFarnmer Meets The Consuner - QOne

Joshi's cousin Margaret went to the city years ago; she has returned

to his farmfor a visit.

Mar gar et :

Joshi :

Mar gar et :

Joshi :

Mar gar et :

Joshi :

Mar gar et :

Joshi :

It's nice to see you after so long; it all looks like it
al ways has, surely you could have put a tin roof on the

house by now, |I'Il bet the thatch | eaks as nuch as ever

O course it does, but how do you think a poor farner I|ike
me could afford a new roof? | can barely keep the famly

goi ng on what we earn.

Don't try that "poor farmer" stuff on ne. You people in

the rural areas are squeezing the city dry.

What are you tal king about, with your fine dress and your
expensive bus ticket out here? All we growis nmaize, and
you know what has happened to the price of that: it has

barely noved since you left and if | can get $1 | am | ucky.

How i s that possible? | paid $2.10 last tine | bought

mai ze, it's becomng a luxury food.

Those traders are crooks, | knew it all along! They argue
and conpl ain about all their costs, they force the price
down and down and al t hough sonetinmes | can get a penny or

two nmore fromone than fromanother, it's never enough

| can't believe it! The mai ze here in these bags is not
different fromwhat | buy in the shops, and | pay nore than

twi ce what you get. It's robbery!

But what about us farmers then? Let us conplain! Ferti-
lizer and so on get nore expensive all the tine. Sone of
the traders help us out a bit by giving sonething in ad

vance, but then they end up by paying us even less for our

nai ze.



Mar gar et :

Joshi :

Mar gar et

Maybe | ama village girl at heart, | like nmaize in these
bi g jute bags. The one kil ogram pl astic bags are very
pretty with all the stuff about weight and so on printed on
them but | wish I could take it straight off the field

like | used to.

The traders are not the only ones in the racket; they al-
ways noan about the whol esal ers and the transporters,
they're a thieving lot too, |I've no doubt!

What about the shopkeepers? There are far too many of
them everywhere in town, everyone trying to sell nore than
the next one, open all hours when honest people should be
at home, the whole systemis crazy | think! You do all the
wor k and hardly cover your costs, | just want to get nmmize
as cheaply as possible, but these parasites sit between us
getting fat of both of us. The government should do sone-

thing about it and quickly too!
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The Farnmer Meets The Consuner - Two

Simon went off to the city to find a job; he canme hone for a weekend

and is talking to his brother Howard.

Si mon:

Howar d

Si non:

Howar d:

Si mon:

Howar d

Si non:

It's good to see you, Howard, and the farmis | ooking fine
too. You must be thankful to have such a good crop of nmize
this year. But, why don't you sell your naize? W can't buy
mai ze anywhere in the city, and if we can, it's at twice the

normal price.

That's ridicul ous, ny naize has been |lying here for weeks.
The co-operative say they can't store it, or that the lorries
have broken down, and neanwhile it's spoiling in the rain. |

have no room for it under cover!

| amreally surprised to hear this! Whenever a few bags of
nmai ze are delivered to the governnent supply store in town,
the wonen get to hear about it and its all gone in an hour or
so! Peopl e bring old paper bags, newspapers or even buckets
to take it away in, and they'll wait hours in a queue if

necessary.

| wish they'd cone here for it. Even when the co-operative
does arrive, they will only pick it up at the road and that's
a kilometer from here. |'"ve carried four or five bags down
there nore than once, only to find the lorry does not turn up

so | have to bring it all the way back

Have prices gone up since | left, everything else seens to be

getting nore expensive?

When they pay, you don't get a bad price, but it takes nonths
to come through and there's no hope of getting any advance
for fertilizer or seed. And if they can't collect the naize

what hope is there that 1'lIl ever get the noney?

Wiy not try selling it to soneone el se, even for a | ower
price surely that would be better than having it rotting

her e?



Howar d

Si non:

Howar d

Si mon:

Do you think I'"mcrazy? The co-operative commttee would ac-
cuse nme of disloyalty and they m ght even throw nme out of the

society so | could not buy supplies or sell maize to anybody!

| didn't know about that. By the way, howis it that maize
is of such a bad quality lately? In the governnment stores in
town, sand, broken and nildewed nmi ze are common, someone
even found a dead rat in a bag once! Not to speak about the
scal es which they use in the governnment stores, they are so

i naccurat e

That sounds terrible. | certainly try to grow decent naize,
although I won't be able to vouch for the quality of this |ot
if the co-operative doesn't collect it and it rains again.
If the maize you buy intown is dirty or spoiled, can't you

get your noney back and buy sone from another shop?

Ch no, the government shops are few and far between. I't
woul d not be worthwhile to go to another one since they're
all the sanme anyway. | suppose you could refuse to pay if
you bought on credit, but it's all cash busi ness nowadays

anywher e.
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SESSION 3
IHE MARKETI NG M X

(hjective: To enable trainees to identify the various "ingredients"

of the marketing mx, and to anal yse marketing situations

in terns of the presence or absence of each ingredient.
Tine: 2 hours.
Material: Mcro Case Studies "The Marketing M x".

Session GQiide:

Distribute the mcro case studies, and ask trainees to specify what
was wong in each case; why was the consuner not satisfied? Alow
up to 30 mnutes for this, ask trainees for their suggestions and

elicit answers as foll ows:

a) The mlk was not packaged correctly.

b) The oranges were not hranded so that custoners could not asso-

ciate themw th the pronotion.

c) The eggs were not sold in the right place, where peopl e who

could afford themwere likely to go.

d) The neat was not correctly refrigerated, the facilities were

i nadequat e.

e) The rice was not available to consuners at the right

f)  The chicken was too expensive, the price was not right.
g) The wool was not of the correct type, the product was wong.

h) The consunmer in the foreign country did not know about the tea,

it was not pronnted.

i) The distributor failed to follow up the sale of the cassava

flour, the after sales service was negl ected.

Poi nt out that a marketer nust deci de whether to use each of the

mar keting functions identified in these nicro cases. Once he has



decided to use a certain function he nmust decide in what way he

will use it since nany alternatives will be available for each
function. Hi s decision will depend on the nature of the product
and the needs of the consuner. In order to illustrate this, ask

trainees to suggest alternative ways of marketing products which

they buy as consuners, or which they sell as co-operative nar-

ket ers.

Exanpl es m ght incl ude:

Bread can be bought wapped or unw apped (Packagi ng).

Mai ze fl our can be bought in plain sacks or in printed bags

( Brandi ng) .

Pot at oes can be bought at village markets direct fromthe
grower, or in city shops after passing through a nunber of dif-

ferent hands (Pl ace).

Beer can be bought in bottles in a shop, or can be bought and

drunk in a bar froma glass, perhaps with tel evision or other

entertai nment (Facilities).

Fruit can be bought fresh at the tine of harvest, or preserved

at any time of the year (Tine).

- Charcoal can be bought very cheaply in the forest, or for a far

hi gher price delivered to people's hones in the city (Price).

- Maize can be bought on the cob, as |oose grains, or ground into

flour (Product).

- Medicines may be vigorously advertised, or available only froma

doctor (Pronotion).

- Atractor can be backed with extra spares and service facili -
ties, or the manufacturer may leave it to the purchaser to nake

his own arrangenents (After Sal es Service).

Show trai nees an exanpl e of an el aborately packaged and heavily
pronot ed consuner product such as a detergent, a package of ciga-
rettes or chew ng gum Wite the retail selling price on the
chal kboard/ OHP, and ask trainees to guess the price of the physica

product, before the marketing el enents, as have al ready been ident-

ified, are added.
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Attenpt if possible, to find out the actual cost of nmanufacture.
In any case it is unlikely to be as much as one third of the retai

selling price.

Ask trainees to go through the list of marketing functions in rel a-
tion to the product discussed, attenpting to allocate a cost to
each in order to show how the difference between the production
cost and consuner price is made up (clearly "price" is not a nar-

keting function but is the result of the conbination of functions

whi ch are used).

Elicit and wite on the chal kboard/ OHP a |list of the foll ow ng

form

Product Cost 1.00
Packagi ng 0.25

Brandi ng and Pronotion 0.15

Transport 0.15

Cost of Whol esal e Warehouse Facility 0.10

Cost of Retail Selling Facility 0.15

Cost of Storage 0.15

Cost of Capital Enployed in Mrketing 0. 05

Profit Margin (for Wol esal er, Retailer

and Transporter) 0.30

Taxes and O her Costs 0.20

Total Marketing Cost 150
Total Retail Selling Price 2.50

Trai nees nay accept narketing expenditure of this sort on heavily
pronot ed consuner goods, but they may not believe that such expend-
iture is necessary for agricultural produce such as they are re-

sponsi ble to market for their nenbers.

Denonstrate by reference to local crops or other farm produce that
simlar functions have to be perforned and that narketing margins,
apart fromsone profit, are nmainly covering the cost of perfornng

functions which are necessary for the consuner. Stress that any



producer who produces other than for his own consunption nust first

consi der the needs of the consumer, since his activity depends on

satisfying the consunmers' needs.

When the marketing functions are conbined in a particular way for a

particul ar product we call it the marketing m x of that product.

Illustrate the marketing m x concept, by drawi ng a di agram of the

following form

Product

Ask trainees to imagine that the radical |ines can be noved, thus
reduci ng or enlarging the inmportance of each function (reflected by
the share of the circle allocated to each function). This illu-

strates the flexibility of the marketing m x.

Ask them to suggest which segnent(s) woul d be bigger for each of

the follow ng products:

Gasoline: A convenient place is all inportant to the notorist.

Cars Good service and a high quality product are vital.
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Ask them to suggest which segnment(s) would be bigger for each of

the foll ow ng products:

Gasoline: A convenient place is all inportant to the notorist.
Cars: Good service and a high quality product are vital

Magazi nes These nust be displayed, or prompted. in a convenient
place.

Gfts for a
Eestival: They nust be available at the right tine.

Show how consuners may be equally well served by conprehensive (and
very expensive) marketing or by a | ower degree of service which al-

lows a | ower price
Refer to exanples such as fruit or vegetables in rural markets or
in urban shops, or flour in bulk fromthe ml|l or delivered to the

home or |ocal shop in one kil ogram bags.

Rem nd trai nees:

- The objective is not to minimse narketing expenditure but to

mexi m se consuner satisfaction at a m ni mum cost.

- This requires know edge of what the consumer needs which is the

subj ect of the next session.
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The Marketing M X

Study each of the follow ng situations, and identify what particul ar

marketing function is nat satisfactory in each case.

Case A

A co-operative dairy society wished to sell its mlk in a city. They
arranged for churns to be delivered to selected shops, so that people
could bring their own containers and buy what they w shed. The m |k
was cheaper per litre than at conpetitive suppliers, but it was often

spilt or polluted. After a while custoners refused to buy it and the

shopkeepers stopped buying as a result.

Case B

A fruit growers co-operative vigorously and expensively adverti sed
their very high quality oranges in a new market; shopkeepers bought
large initial stocks of the oranges, but since they did not |ook any
different from other oranges from ot her sources, which were slightly
| ess expensive, the shopkeepers sold the other type to custoners who
asked for the co-operative fruit. The sales results were after a while

quite insufficient to cover the costs of the pronotion.

Case C

A group of farners realised that there was a demand for high quality
eggs anong the expatriate community and the rich people in the city.

They paid in average 50% nore for a dozen of first grade eggs. The
farmers jointly set up a stall near the bus stop where buses fromtheir
area unloaded in the city, and stocked it with first grade eggs hoping
for sone good busi ness. Unfortunately, very few eggs were sold, and

the farmers soon stopped their marketing effort.

Case D

A group of farnmers started to raise inproved beef cattle, and they
wi shed to nmarket the surplus neat. They persuaded sonme | ocal butchers
to stock the neat, but customers were put off by the flies and the neat
soon went bad in the heat. A great deal was wasted and the farmers re-

gretted that they had | ost their noney on these new cattle.



Case E

A rice co-operative wished to save noney on storage; they delivered
all their crops to the whol esal e market at harvest tine, but were very
di sappoi nt ed because they received a price which barely covered the

cost of production.

Case F

A foreign advisor suggested that the people in a certain district
shoul d start to raise poultry since | and was very scarce, and people in
the area were starting to eat chicken. The menbers deci ded that
chi cken was a very luxurious food, so they set a very high price for
it. As a result, hardly anyone bought chicken fromthis group, and
al though the sales they did make seenmed to be very profitable, their

costs were actually far higher than they had estinated because they

sold so few. The poultry farmers eventually gave up

Case G

Sone farners decided to sell the surplus wool fromthe sheep which they
kept; it was very strong and thick, and they had for many years used
it for their own cl ot hes. Since the only extra cost involved was
transporting wool to the market, they were sure that they could conpete
with other growers. The nmerchants refused to buy the wool at any
price. They said that fashion had changed to lighter, |ooser garnents
whi ch could only be knitted fromthinner wool which had to be inported.

CGase H

A tea growers' co-operative union decided to introduce their brand of
tea to a foreign country, which was very friendly with their own. They
sold large quantities to the wholesalers and retail traders in the for-
ei gn market, but the shopkeepers conpl ai ned that nobody ever asked for
the new brand of tea; they had never heard of it. Shops therefore re-

fused to buy any nore and the whole initiative was a failure.
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Case |

A large nmulti-purpose farners' society found out that cassava fl our
coul d be used to suppl enent wheat flour in bread; providing the baker
made sone small changes in his procedures, the addition of 20% cassava
flour made no difference to the taste of bread and was far cheaper.
Their representatives expl ai ned the necessary changes to a nunber of
bakers, and they bought some fl our. After a few nonths they stopped
buyi ng; the representatives called to find out why, and discovered
that the bakery workers had soon forgotten to make the necessary
changes and the quality of the bread had gone down. The bakery nman-
agers had decided that it was not worth the trouble to try the new

fl our again.
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SESSION 4
MARKETI NG RESFARCH
hjective: To enabl e trainees to decide what market information they
need, and how to obtain it efficiently and econonically.
Time: 4 hours.
Material Case Study "The Kansai Co-operative Dairy"
E . i d
1) Ask a fewtrainees to state what the overall objective of their so-

ciety is. They will probably nention:

- Inproving farners' welfare.
- lnproving farmincones.

- Hel ping the poorest people in a rural area.

Stress that these are legitimte objectives but that they refer en-

tirely to nmenbers and their interests. Ask trainees to suggest
anot her group whose interest nust be served if these first object-

ives are to be achieved.

Qustoners are the only people on whom any busi ness organi sation
must depend, if they are not satisfied, nothing el se can be

achi eved.

Ask trainees to say who are the custoners of their nenbers. Their
answers will of course depend on the products in which they trade,

but they may include:

-  The co-operative itself, which buys the produce fromthe nem
bers.

- The co-operative union which buys primary societies' output.

- A local wholesal er who buys fromthe society.

- Local retailers.



4)

- The final purchaser.

- The consuner.

If cash crops are grown for export, there will be far nore cust-
OMers; in addition to the primary society and the users they may
i ncl ude:

| ocal export houses;
foreign inmporters;
foreign processors and packers;

foreign distributors;

as well as wholesalers, retailers, purchasers and consuners.

Trai nees may not appreciate the distinction in every case. Ask

them for instance, who actually purchased the coffee or tea they
drank today. It may have been their wife, the cook or a restaurant

proprietor. The consuner may be different fromthe final pur-

chaser
In other words, the custoner is therefore:

The individual or organisation which actually pays for and takes

delivery of the goods fromthe producer.
R

The final consuner, whose satisfaction is the objective of al

the other "custoners".

Stress that the exact meaning of the word is not inportant. Wat
matters is that ever organi sation or individual which was sug-

gested as a custonmer nust decide in favour of a given product. If
just one link in the chain is broken, the sale will not take place

Ask trainees what they need to know about their "custoners", as de-
fined above, in order to sell successfully to or through them

Elicit for exanple itens such as the follow ng:

Thei r nunbers.
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Their wealth.
Their | ocati on.
- Their educati on.
- Their social attitudes.
- Their tastes.
- Their famly size

- Their ownership of relevant equi pment (refrigerators, bicycles,

etc.).
- Existing preference
- Existing shopping habits.
- Seasonal availability of cash

- Access to storage facilities.

Stress to trainees that it will cost mmney to obtain all that in-
fornmation, in that people are occupi ed obtaining and analysing it,
who coul d have been doing sonething else. Information should only
be obtained if the benefit of having it exceeds the cost of getting

it.

Co- operatives often niss good marketing opportunities because they
spend too much time trying to find information to hel p them make a
deci si on. When they are ready to decide, the opportunity has

passed.

Ask trainees if they are aware of situations of this sort or des-
cribe lost opportunities which have occurred as a result of failure

to nmake deci sions.

Ask trainees how they can collect relevant information quickly and
economcally about a large group of custoners or consuners.

Trai nees nay not be familiar with the concept of sanpling. If the

information to be obtained is sinply a matter of a "yes" or a "no
answer to a question, and there is no reason to suppose that the
group who are being asked are any different fromthe total popul a-
tion in whomthe researcher is interested, it should normally be

sufficient to ask between 30 and 40 people in order to obtain a re-



sult which is not too different fromthe actual figures for the

total popul ation.

Ask trainees for exanples of information of this type which they
m ght wish to obtain as part of an attenpt to gain infornmation on

whi ch to base a nmarketing decision

- To find out how many menbers own a particul ar piece of equipment

in order to deci de whether or not spares for it should be

stocked in a farm supply service

- To find out what proportion of a group to whomit is proposed to
sell a particular product, have bank accounts, in order to de-

ci de how they shoul d be charged.

Ask trainees who own cars to identify thensel ves. Ask themwhy it
may not be reasonable to apply this proportion to the whol e popu-

| ation.

- The group may not be representative of the whole population, in
that they nmay be richer, or poorer, or different in a way that

makes them nmore or less likely to own a car.

Stress that the sanple nust be sufficiently lLarge, and nust be rep-
resentative of the total popul ati on about whominformation is to be

obt ai ned.

Di vide trainees into groups and distribute copies of the case
study, "The Kansai Co-operative Dairy". Make sure trainees under-
stand the assignnent. Allow themup to one hour for analysis and

preparation of their conclusions.

Reconvene trai nees, and ask each group to present their concl u-

si ons. They should cover at |east the follow ng points:

The area to be covered nust first be defined. Information obtained
may suggest that the society will have to | ook beyond the town for
a market, but the initial information nust be obtained froma
clearly defined area, within which it appears reasonable to suppose

that the market is to be found



Sheet 3

Information

How Obtained

a) Final Customers (individuals)

- How many households are there?

—= Into how many groups must
households be divided for the
purpose of obtaining informa-
tion about their milk consump-
tion?

How much milk does each house-
hold consume?

- Where do they buy milk?
- What do they pay for milk?

- What milk supply problems do
they have?

b) Final Customers (institutions)

- What and where are the insti-
tutional purchasers?
(Schools, Hospitals, Govern-
ment Offices, etc.)

= How much milk do they buy?

-~ Where do they buy it and who
decides on the source? (i.e.
Central Government purchasing
officers, etc.)

-~ What do they pay for milk?

- What milk supply problems do
they have now?

c)

Marketing Outlets

—- What shops are there which pre-
sently sell milk or might do so
in the future?

How much milk do they buy?

- What price do they pay?

~ What price do they sell milk
for?

- What problems do they have with
buying their milk?

- Published census information.

Common sense (e.g. upper, middle
level income in urban and sub-urban
areas, i.e. four groups).

Ask a sample of about 40 people in
each group, that is 160 people al-
together, using school children or
voluntary members and their fami-
lies to produce the necessary in-
format ion.

Personal visits by the manager to
each institutional customer are
likely to be very valuable, and an
information gathering visit can
also be an initial selling visit.

Preferably by personal visit, since
shops may well be important cust-~
omers. If there are too many,
suitably selected committee members
might assist.




Information

How Obtained

- If it is found that shops buy
from local wholesale distribu-
tors, the same information must
be obtained from them.

d) Transport Facilities

- What transport facilities exist
which are suitable for local
delivery of milk?

- What prices do transporters
charge?

- Where do transport services run
and when do they go there?

e) Promotion

- What local advertising facili-
ties are there?

- What do they cost?

- Who is exposed to them?

- Manager himself, since wholesaler
will be very important customer.

- Personal inquiry by the manager or
a suitable committee member from
the bus and transport operators in

the area.

- Observation and inquiry by the man-
ager from newspaper owners, poster
printers, radio services or those
in charge of other facilities.

10)

ask how i nformati on obt ai ned

such as commttee nmenbers or
even by the sanme person on a nunber

can be consistent so that

gi ve you sure results.

Si npl e,
si st ency,

Groups nay not nention the need for

it can be accunul ated in order

bri ef questionnaires should be used,

a questionnaire. If not,

by a nunber of different people,

school boys from consuners, or
of different occasions,

to

to assure con-

to ensure that no questions are forgotten and to

avoi d | engthy and unnecessary conversations with inter-

viewees which are likely to irritate potential

If they have not done so,

guestionnaire for the consumers.

be as foll ows:

cust oners.

ask trainees to design a suitable

A possi bl e | ayout mi ght
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Consumer Questionnaire

Introduce yourself as follows:

I work for the Kansai Dairy Co-operative. You may have heard
that the NCC will stop selling milk in Kansai next year. We
are hoping to replace them, but we need some information from

our prospective customers. May I therefore interview you?

1. Where do you live? .............. Cessecessasenasesssennn
2. What is the total monthly income in your household?

0 Below $ 100

0 Between §$ 100 - 300

0 Above $ 300
3. How many are you in your household? ....... cevecaccaanans
4. How much milk do you consume per week in your household?

LI L I I I I S I I R R R R L N R R A R R R

5. When do you buy your milk for your household?

7. What do you pay for your milk? .......... ceasenaaan ceens

8. Do you have any problems in obtaining milk?

Stress the following points in relation to groups' suggestions,

when conpared with the suggested questionnaire:

The name of the respondent is not required,; sonme people are
reluctant to answer questions if they think that they nmay be
foll owed up afterwards or if they think the information could

ot herwi se be related to them personally.



Questionnaires should be as sinple and short as possible, no
question should be included unless the answer will actually

hel p the co-operative to make a deci sion.

It is necessary to renmind the interviewer to introduce hinself

properly so that people will not doubt his intentions.

Only a small space is given for each answer; if answers are
too detailed, it is difficult and tinme consunming to interpret
them and to add t hem toget her.
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The K . : :

The farmers of Kansai were in sone confusion. Three years ago they had
been persuaded by the National Creamery Corporation (NCC) to dispose of
their traditional animals and to rear high quality graded dairy cattle
instead. Technically the nove has been a great success and the farners
were soon averaging 15 litres a day from each m | king cow. The NCC
purchased all the milk for a standard price of 25 cents a litre, col -
lecting it in 1,000 litre containers from noni nated col | ection points.
The 100 farners forned a co-operative society for the purchase of feed
concentrates, insemnation services and veterinary attention, and their
700 m |l king cows, along with the offspring which they owned, were rap-

idly making a very positive econonic inpact on the area

A crisis has just arisen, however; the senior nanagenent of NCC have
been di sm ssed on charges of inefficiency and corruption. The new di -
rector had apprai sed the operation and concluded that it was basically
unsound. The NCC was coll ecting enornmous nunbers of small |ots of
mlk, transporting it over |ong distances, processing it in the large
centralised dairy and then attenpting in turn to sell milk in the scat-

tered provincial towns, such as Kansai, as well as in the capital

The new director had concluded that the existing NCC nonopoly of nilk
sal es shoul d be ended outside the capital, and that the NCC should no
| onger be required by law to purchase milk fromany farner or group of
farmers able to fill a 100 litre container as the present day regul a-
tion stood. The NCC would in future draw nilk fromlarge suppliers
near the capital city, and sell to the city and its nei ghbouring com
munities. The change was to take effect in 12 nonths' tine. Over this
period the NCC woul d continue to collect nmlk fromscattered groups
such as Kansai farmers, but they were encouraged to devel op alternative

outlets.

The Kansai farners realised that if they did nothing there would be no
market for their mlk. A few might sell sonme nmilk to individual con-

suners or hotel owners who were able and willing to drive the ten kil o-
nmeters from Kansai township to the cattle area, but the peopl e of

Kansai town were used to regular deliveries of packaged mlk, direct to
each shop or even their house. It was not likely that they would be

willing to collect the milk fromthe farners thensel ves instead.



The farners were also aware that although the NCC had been selling sone
mlk in Kansai, the existing demand ni ght well not be enough to absorb
all their capacity. The records of the NCC were in such a confused
state that it was inpossible to discover fromthem how much m |k they

had been selling through what outlets.

Kansai was a typical rural township with about 30,000 people. It was a
di strict headquarters town, with a nunmber of governnent offices. There
were ten primary schools catering for the |ocal population and a sec-
ondary school catering for children fromthe surroundi ng area as well

as the town. There was al so a technical college and a district hospi-
tal. There were no large industries, there was one nedium sized fruit
canning factory and a number of small workshops catering to the needs

of the town and the |ocal agricultural comunity.

NCC mi |k is packed in cardboard "tretrapacks”. Because of poor super-
vision, the mlk is not always of the highest quality and a nunber of
| eaki ng packs were normally found in each consi gnment. Shopkeepers of
Kansai were said not to be very happy with the quality, the packagi ng,
the delivery service or the profit they made on m |k, but since there
was no |l egal alternative to NCC, and there was sone demand for mlK,

t hey bought without too nuch conpl aint.

The farnmers of Kansai had no marketing organi sation as such, and no
processing or packaging facilities, since they had always relied on NCC
to purchase their raw mlk. The committee had thought to apply for a
| oan for processing equi pnent and transport vehicles, but the co-opera-
tive officer had pointed out that the co-operative bank demanded full
feasibility studies before considering | oan applications. Thi s was
particularly inportant because it was expected that a nunber of dairy
groups woul d be applying for funds and that sone private organi sations
woul d al so be interested in the opportunity arising fromthe NCC s
wi t hdr awal . Only the best presented applications, backed by accurate

i nformati on, woul d ever be consi dered.

The chairman of the society realised that the co-operative officer was
right. There were obviously a nunber of alternative ways in which the
society could attenpt to process its mlKk. He hinsel f had been on a

dairy technol ogy course and he thought he was qualified to investigate
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the various technical alternatives. He realised that the choice nust
depend in the end on the market. He therefore asked the nanager to ob-
tain all the informati on he woul d need fromthe market-place. He felt
that they should have gathered all the necessary information within a
month, in order to allow tinme for deciding what investnents they woul d
make for preparing the necessary facilities before NCC stopped opera-

tion in Kansai.

The manager had never been faced with this type of problem before. He
only had very linmited funds available for obtaining information and
woul d have to depend on his own or possibly on sone voluntary assist-
ance from nenbers of the cormmittee or other nenbers. First of all he
want ed to decide what information he woul d need and how he would try to

obtain it.

Assi gnnent

Advi se the manager. List the information which is needed. Show how

each itemof information should be obtained
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SESSION 5
PACKAG NG
hjective: To enabl e trainees to sel ect appropriate nethods of pack-
aging for agricultural products.
Tine: 2 hours.
Material : Exanpl es of different fornms of packagi ng of the sanme pro-
ducts such as sugar or flour prepacked or wapped in
newspaper .
Session Qiide:
1) In this and subsequent sessions trainees will be considering the
different ingredients of the marketing m x. They will identify

possi ble alternatives for

Packagi ng. - The transport nethods.
The product itself. - The pronotion
The distribution outlets. - The prices

They will consider the factors which influence their choice of one

alternative or another.

Trai nees should i magi ne that the Kansai Dairy Co-operative Society
is carrying out the marketing research suggested in the previous
sessi on. In session 14 on the basis of this information they wll
in groups have to decide how the Kansai Dairy Society should market
its mlk. In the neantinme, they will be introduced to the other
mar keting possibilities, and to the factors to be consi dered when

nmaki ng deci sions as to each "ingredient" of the marketing m x

Rem nd trai nees by reference to Session 2 that each "ingredient"
cannot in fact be considered in isolation. The marketing mx, as
its nane inplies, nust be integrated. Trainees will have the op-
portunity to design an appropriate m x when they receive the

"answers" to the Kansai Dairy Society's research.



Ask trainees to suggest the function of a wooden crate such as is

used for export or |long distance internal freight.

a) Protection
- Agai nst damage in handling
- Agai nst danmage from t he weat her.

- Against theft.

b) Lnformation

- About handling ("This Side Up", "Use No Hooks", "Wth Care",

etc.)

- About destination (through stencilled letters or attached

| abel s).

- About content ("Perishable Goods", "Poison, Handle Wth
Care" etc.).

- About weight.

Show trai nees an exanple of an el aborately packaged consumer item
such as an expensive bar of soap or detergent. VWhat is the func-

tion of such a package?

a) Protection
- Against dirt.

- Against pilferage.

b) Lnformation
- Instructions for use.
- The ampunt included in the package.
- Analysis of content (when legally required).

- The brand nane and the manuf acturer.

c) Pronotion
To attract custoners' attention

To announce or sometines even to increase the advantages of

the product.
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Ask trainees to suggest all the possible ways in which mlk can be

packaged

In glass bottles.

In rigid waxed cardboard cont ai ners.
In plastic bags.

In triangular paper tetrapacks.

In cans.

In churns

In bulk tanker |orries.

Ask trainees to rate each method as high, medium or lowin its
ef fectiveness in carrying out each of the three packagi ng functions
identified, nanmely, protection, information and pronotion. Use a

tabl e as shown bel ow.

Trai nees suggestions may be as foll ows:

Packaging Method Protection Information Promotion
Glass Bottle Med1ium Low Low
Waxed Carton High Medium Medium
Plastic Bags Low Mediuw Low
Tetrapacks Medium High High
Cans High High High
Churns Medium Low Low
Bulk Tanker High Low Low

Ask trainees why cans and tetrapacks, or whatever other nethods

they nay have rated nost highly, are not used by all producers of

mlk? Wy are churns and bulk tankers still used at all?
a) Cost
Sone custoners are unwilling or unable to pay nore than the

absolute minimumcosts, and require little infornation or

persuasion. Ask trainees for exanples:



. Large bul k users such as creaneries, hotels, ice cream

manuf acturers or other industrial users.

. Poor rural consunmers who can collect mlk fromfarnmers them

sel ves and for whom saving noney is all inportant.

b) Molunme Required (depending on the consuner)

Only buyers such as industrial processors or schools and other
institutions are able to buy nilk by the lorry or |arge con-
t ai ner | oad. Al 't hough this is the cheapest form of packagi ng,
it is nhot suitable even for the poorest custoners who cannot

col l ect the product thensel ves.

Ask trainees to suggest alternative ways of packagi ng sugar, flour
or other products in packages containing the same amount but dif-
fering as to the degree of protection, pronotion and infornation

they give.

Take t he examnpl es of newspaper w apped and prepacked sugar or
flour. Ask trainees to specify the type of consumer and outlets

for which each nethod is appropriate.

Newspaper wapped as exanple:

Poor consumers for whom|low price is nore inportant than cl ean-

| iness or information.

Consuners who do not want to buy nore even if the product is

vigorously pronpoted to them

Consuners who have tine to wait in shops, while their purchases
are individually wapped, since they have few profitable alter-

native things to do
Shopkeepers who have space for sacks and the w appi ng process.

Shopkeepers who have cheap | abour to wap the products individ-

ual ly.

- Shopkeepers who are known and trusted by their customers.

Shopkeepers where there is little effective display space, so

that attractive packagi ng woul d not be seen
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Ask trai nees what sort of a shop and custoner is likely to fit

these specifications:

Prepacki ng

Weal t hi er custoners buying from sel f-service shops.

Poorer individual custonmers buying fromsnall |ocal counter service
shops.

Stress that the above is a typical exanple of the necessity for in-
tegrated decisions in marketing: the nethod of packaging is de-
pendent on the retail outlets as well as on the needs of the con-

Suners.

Ensure that trainees appreciate that virtually every product can be

packed in a nunber of ways:

- How are their society's products packaged now?

- Wiy are they packaged as they are? (Custoner's needs, types of

outlets used or nmerely "we have always done it this way".)

- \What alternatives are avail abl e? (Vegetabl es nmay be cl eaned and
bagged or sold |oose, fresh fruit may be shrink-w apped in plas-

tic film grain may be sold in jute bags or |oose in bulk.)

Are there possibilities, nowor in the future, for changes which
may i nprove sal es? (Additional costs nay be incurred, but wll
the added val ue to custoners exceed the cost, so that custoners

will buy nore, and at a higher price?)
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SESSION 6
THE PRODUCT
hjective: To enable trainees to identify appropriate produce re-
| at ed responses to changi ng market conditions.
Iine: 2 to 3 hours.
Material : M cro Cases "Changi ng Market Conditions"
Session Qiide:
1) Distribute the mcro cases and ask trainees to "vote" on the dif-

ferent suggestions put forward. Record their preferences; encour -

age di scussion and argue as to their respective nerits, and ask
trainees to classify the nine suggestions into the follow ng cate-

gori es:

- Those that advocate a change or inprovenent in the crop (b, d,
9).

- Those that advocate further processing of the crop (c, f, i).

- Those that advocate the resistance to change and protection of

the existing narket (a, e, h).

Ask those who voted for sonme or all of the last group, a, e, h,
whet her they are favouring a narket or a product oriented solution
woul d these proposals be in the long terminterests of the so-

ciety's nmenbers?

Trai nees may well have rejected the "protectionist" views perhaps
because the questions have been asked in the context of a marketing
cour se. Ask how farners, co-operative nmanagers and seni or govern

ment officials and politicians tend to respond to threats of this

sort:

- Sone conplain but do nothing.

- Sone resist change and advocate protectioni st neasures |ike sug-

gestions a, e, h.



Sone search for alternative ways of changing their crops, or of

carrying out further processing, to overcone the threat.

Ask trainees to identify the nost prosperous and dynam c societies

in their countries; on which type of response has their success

been based?

Ask trainees what alternatives there are to a dairy co-operative in

addition to selling liquid mlk

- They can sell butter, cheese, yoghurt, powdered mlk, long-life

mlk or cream

These are all products which can thensel ves be nade direct from
m | k; ask trainees to identify the processing stages which crops

such as coffee, tea or wheat go through before final consunption

Coffee

- Pul pi ng.

- Roasting.

- Bl endi ng.

- @inding.

- (Conversion into instant coffee).

- Actually nmaking coffee

- Choppi ng.

- Fernentation.
- Drying.

- Bl ending

- Packi ng.

Wheat

- Milling.
- Baking.

Sone farnmers, particularly large plantation owners, undertake the
whol e process and even sell through to the final consuner through

their own retail shop.
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O her farmers of all sizes sell their crops unharvested to anot her
organi sati on which arranges to harvest, transport and process their

product .

Co-operative narketing societies are thenselves a response to the
need of generally smaller farners to conbine their crops for mar-
keti ng and possibly certain processing activities. What factors
determ ne the extent to which farners, or their societies, should
thensel ves undertake processing of their crops? Elicit and Iist

the follow ng facts:

The | evel of dermand for the product.

The technical feasibility and cost of transporting the product

at each stage of processing.

The type and cost of the equi pment necessary for processi ng.
The vol ume of product produced

The finance available to the society.

The techni cal and nanagenent skills available to the society.

Many agricultural societies act as if their activities can never
change; ask trainees to exam ne the above list and to suggest
whet her each factor is fixed or likely to change in relation to the
products of their societies. In nost cases change can be
expect ed. Ask trainees for exanples of changes which have

drastically affected the nature of the society's business.

Exanpl es may i ncl ude:
- New varieties dramatically increase production and reduce costs.
Co-operative | ending schenes nmake funds avail abl e.

- New machi nery reduces the minimumscale at which it is econonic

to carry out certain processes.

Cust omer demands change.

Ask trainees for exanples of these and ot her changes which have | ed
them or other co-operatives to increase (or reduce) the amunt of

processing they carry out. Are there other changes to which they



have not yet reacted, or should their societies be proposed to

nmodi fy products now in view of probable future changes?

Check that all trainees are aware of the nost inportant final uses
to which the products which their societies market are put. Ask
them for how many years their nenbers have been producing their
present crop; what guarantee is there that they will be able to

sell the sane crops for the sane uses in 10 or 20 years from today?

Ask trainees to imgine that they knew w t hout doubt that demand
for their nmenbers' present cash crop woul d di sappear within ten

years; what would they do now? Suggestions shoul d incl ude:

- Investigate alternative use for the sane crop. (Gasohol for

sugar cane or maize, industrial starch for cassava, etc.)

I nvestigate possible nodifications to the existing product which

will prolong or restore its nmarketability.

nmprove varieties, greater standardisation, different timng of

har vest.

Prepare an "audit" of the nmenbers and the society's existing

physi cal resources and skills and identify itens such as:
Land quality and capacity.

Water availability.

Labour availability.

Farmers' cultivation and the society's managenent and marketing

skills.

Seasonal enpl oynment factors.

Identify as nmany as possible alternative crops which could be pro-
duced with the sanme resources and skills; assess their likely
future demand and plan to devote all or a part of the society's
menbership to these new products. (Exanples mght include snmall -
scal e handi craft manufacture, fresh fruit or flowers, intensive

poultry raising, tourism etc.)
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Remind trainees that npbst products nay eventually go out of
fashion; should they not prepare contingency plans for change which

may devel op into additional sources of inconme?

II'lustrate on the chal kboard/ OHP the way in which preparation for a
product obsol escence can |lead to increased incone, if the judgenent

about the existing product's rate of decay is too pessimstic.

Time

Stress that only change is certain. If co-operative societies are
ready for change, they will protect menbers and may significantly

increase their incones even if things do not turn out as expected.
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Study the probl ens bel ow and deci de which of the different suggestions

you yourself would have foll owned.

Case 1

A new synthetic fibre called pol ypropyl ene was devel oped. String manu-
factured with this was resistant to rotting and nore consistent inits
properties than sisal's string, so that farmers all over the world who
used to use sisal in their hay and straw baling machi nes, changed over
to the new fibre. It was | ess expensive, the bales did not break when
t hey had been danped for a |l ong period and the fibre worked nore easily
in the baling machines. A co-operative union whose nenbers were pri-
marily dependant on sal es of sisal saw that this devel opnent would
seriously damage their business. At a conmittee neeting, three very

di fferent suggestions were put forward for dealing with the threat.

Menher A suggested that the union should ask the governnent to in-
struct its delegates at international gatherings to protest about the
change whi ch woul d deprive sonme farners of their incone. They shoul d
nobi | i se political support and attenpt to boycott the products of the
mul ti-national chem cal conpany which had devel oped the new fibre. He
suggested that the invention was part of a neo-colonialist plot to sub-
vert the econony of devel oping countries. As loyal citizens their task

was to protect their country's traditional crops.

Menber B said that they should ask the country's agricultural research
institutions to undertake research into new types of sisal plants, in
order to produce nore consistent and durable fibres. It was well known
that foreign carpet manufacturers were starting to use the better
grades of sisal for carpet backings; the union, he said, should vigor-

ously pronote its nenbers' product to this new narket.

Menber C said that they should consider setting up a factory to nanu-
facture sisal bagging material and sacks, which were in short supply in
the country because they presently had to be inported from abroad. He
agreed that this would require substantial investnent and maj or nodifi -
cations to the union's managenment structure, since they had originally

been set up as an agricultural narketing organisation, with very sinmple



processing facilities, and would now have to undertake a nanufacturing
busi ness as wel | . He argued that it was nevertheless the only thing to
do.

Case 2

A | arge nunber of sheep farmers in a certain country were dependant on
the | ocal market for wool. Fashi ons changed, and people cane to prefer
lighter nore clinging garments which could not be made fromthe coarse
very durabl e wool produced by the local farners, and the demand for
their wool fell dramatically. A prom nent sheep farners' society held
a nmeeting to discuss the problem three different recomendati ons were

put forward.

Menber D suggested that they should use their accunul ated resources to
finance the inport of breeding animals fromabroad and to assist nem
bers to finance the purchase of new sheep with finer wool. They should
subsi di se the slaughter of the original sheep and introduce an advisory
service to help farners with the special problens involved in breeding

and caring for the unfamliar aninals.

Menher E pointed out that one of their nmain custonmers' was the co-
operative owned wool spinning and knitting factory. They shoul d bring
pressure to bear on the nmanagenent of this factory to ensure that they
woul d only buy the traditional wool. The National Co-operative Union
shoul d al so conduct an advertising canpaign on the thene that | oyal
citizens of the country should use the tough national wool as a nmatter

of duty.

Menbher E said that they should start a factory to dye and spin their
menbers' wool so that it could be sold for honme knitting on the |ocal
and export market, since a substantial mnority preferred harder
wearing wool, and were di sappointed that garments nmade fromit were no
| onger avail abl e. The society should also investigate the possibility
of carpet nmnufacturing, since this required the hard weari ng wool

whi ch their own nenbers produced.
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Case 3

As people's incones increased, they came to prefer bread frominported
wheat rather than the traditional national staple nmade from nai ze. As
a result, the local market for mmize was | ess buoyant and the Nationa
Cereals Board found it necessary to sell the farners' surplus on the
i nternational market, at very |low prices. The nanagenent of one of the
nmore inportant naize nmarketing societies recognised that this was a
maj or threat to their nmenbers' incone; a nunber of different proposals

were put forward when the subject was discussed in committee

Menher G suggested that nenbership be encouraged to diversify their
crops; there was an increase in |ocal demand for fresh vegetabl es and

he society should re-direct its training and extension efforts in
order to introduce nenbers to the various foreign vegetables which were
now beconi ng popul ar. They should set up marketing contacts with the

whol esal ers and retail ers who purchased these crops.

Menher H thought that the trend to, what was after all a foreign food,
was a disturbing indicator of the country's cultural decline, as well
as being a drain on scarce foreign exchange resources. He suggested
that the society's representative at the National Co-operative Congress
shoul d press for a ban on the inport of wheat. In their own society
they should ensure that nenbers were properly informed of the superior

nutritional value of mmize as a staple food

Menber | recommended that they should contact other societies and put
forward the idea of constructing a maize starch plant. This would be a
maj or investnent, far beyond the capacity of any one society, but he
t hought that the nmarket for industrial starch was far steadier than
that for raw mai ze. And in any case nuch of the mmize sold abroad was
used for this purpose. Why shoul d the profit and the enpl oynent asso-
ciated with the processing plant not benefit the farmers who grew t he

mai ze?
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channel s for their nmenbers' produce.

Iine: 1

Session Quide:

DI STRI BUTI ON QUTI FTS

to 2 hours.

Sheet 1

To enabl e trainees to sel ect appropriate distribution

Rem nd trai nees of the various "custonmers" they identified in Ses-

sion 4. Ask themto list the different outlets through which their

society's products pass on their way to the final

strate these channels by diagrams of this form

Fresh Fruit

Farmer

\

Consumer

Rice

Farmer

¢

Primary Society

¢

Co~operative Union

¢

Wholesaler

'

Retailer

¢

Consumer

consuner. |l u-

Coffee

Farmer

¢
Primary Society
{

Processor

{

Packer

¢

Retailer

‘

Consumer

Ask trainees to wite down in this formas many different sets of

outlets through which a common | ocally consuned agricul tural pro-

duct produced by their

menbers night reach a donestic consuner. A

typi cal suggestion mght be as follows:



Fotato Farmer

|

Crisp Manufacturer

‘

Wholesaler

¢

Retailer

}

Consumer

¢

Consumer

¢ {
Market Trader Wholesaler
' i
Consumer Retailer
¢
Consumer

|

Assembler

}

Wholesaler

{

Retailer

¢

Consumer

¢

Restaurant

¢

Consumer

|

Retailer

|

Restaurant

{

Consumer
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Stress that a given product, even fromthe same farner or society,
may go through a nunber of different sets of outlets, depending
inter alia on the season and the particul ar individual who event-

ually consunes it.

Ask trainees to list the functions that are perforned by what ever
set of outlets or "mddl enen", handling their produce between the
farmand the consumer. This will be no nore than a revision of the
ingredients of the "marketing m x" but the exercise will serve to

rem nd trai nees of this.

Ask trainees to allocate each function to each outlet in a particu-
lar set which is famliar to them Put this up on chal kboar d/ OHP

inthis form

Earner grows, delivers to central collection point.
VWiolesaler: collects, grades, stores, delivers.

Retailer: pronotes, stores, packs, gives credit.

Consumer transports fromshop, finally processes, consunes.

Trai nees nmay have included their own society as one of the alterna-
tive outlets, or they may have placed it between the farmer and all
the others since they believe that nenbers do, or should, narket

all their produce through their society. Discuss:

- What functions do their societies perforn

- |If nmenbers are bound to be "loyal" to their society, that is to
mar ket all of a particular crop through it, are they in fact
"l oyal" or do sone of them nmarket sone of their produce through

ot her outlets?

- |If some nenbers are "disloyal", is this because alternative out-
| ets provide either the producer, the subsequent outlets in the
system or the final consunmer a better or less expensive
service? Should "loyalty" be based on conpulsion or on

vol untary choice of the society as the best outlet?



Ask trainees why sone products and sone consuners require a
"l onger™ or nore "conplicated" set of outlets with many different
organi sations involved in the marketing of the produce, while
others can be effected with two or, one or even no "niddl emen" at
all. Elicit a list of variables which will determ ne the type and

nunber of outlets to be used:

- Distance between producer and consuner.

- Need for processing or packaging.
Need for credit for producer and/or consumer.

Amount purchased at a tinme by the consuner or produced at one

tinme by the producer
- Difference between the tinme produced and the tinme consuned.

- The need for pronmotion or information.

The word "m ddl enen” often has unsati sfactory associations. Stress
that the above needs have to be satisfied, and that producers may
not be in a position to do this thenselves. The marketing function

often has to be perforned by other organisations.

Suggest that although the phrase "gross nargin" is often used to
describe the difference between what is paid for a product by a
mar keti ng outlet and what the product is sold for, it is not al

profit: the marketing functions cost noney. Present the follow ng
alternative ways of evaluating the cost of nmarketing, that is the

di fference between the farngate price and the final selling price.

Farngate Price = %l
Final Selling Price = $3
Approach A: It cannot be right for the farner to get one third

of the final selling price only, while the marketing

outlets receive two thirds"

Approach B: "Exactly what are the nmarketing outlets doing for
$2? Does it maxim se satisfaction and thus sales to
the consuners, or could it be done better or |ess ex

pensively by any other conbination of marketing out-

| et s?"
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The Proportion of the final selling price spent on marketing is un-
i mportant. What matters is how nuch is spent in relation to how

effectively the marketing task is performed.

Many | arge-scale nmarketers are in a position to select, control, or
if necessary set up their own marketing outlets. Stress that nost
small farmers and prinmary societies nust select the best outlets
through which to sell. But they nust also sell to themeffectively
since many ot her producers may al so be conpeting for the services
of these outlets. In order to sell to marketing outlets effect-

ively it is necessary to be aware of what marketing outlets need

Ask trainees to suggest what marketing outlets (that is m ddl emen)

real ly need:

A reasonabl e margin, covering costs and produci ng some profit.

Products that are easy to store

Products that can easily be sold to the next outlet in the mar-

keting system or to the final consumer.
Credit fromthe producer.

Rel i abl e supply at constant prices.

Ask trainees which of these needs nmay be inconsistent with the con-

suner's needs.

Clearly consunmers want a Law price. Producers, however, nust not
aimfor so lowa final price that it is inpossible for m ddl emen

to performthe service needed by consuners. This will not serve

producer or consumer interests in the long run

Trai nees may feel that any discussion of alternative distribution

outlets is irrelevant or even frustrating, since there are no al -
ternatives to whatever channels they presently wuse, however
unsati sfactory these may be. The | ack of choice nay be caused by
the fact that there is only one outlet avail able, or because
societies are legally required to sell only through a certain
channel . In either case, nanagers are often tenpted to despair and

| ose interest, because they feel that there is nothing they can do.



Rem nd trai nees that even in a severe drought sonme farmers stil

manage to do better than others because they try to inprove things
by digging irrigation channels or in sone other ways. O her
farnmers despair and do nothing and suffer even worse as a result.
In the sane way, co-operative nanagers should try to i nprove even

on situations which appear hopel ess.

Ask trai nees to suggest ways in which a manager might try to
i mprove their distribution channels even if there appear to be no

al ternatives:

- They could try to assist their existing channels to nmanage their

own operations nore effectively.

- They could try thensel ves or together with other societies to

devel op alternative co-operative owned channel s.

- They could investigate the possibility of further processing so

that their crops could be sold in a different way.

How can co-operative society nmanagers inprove their distribution
channels if the law requires themto use a particular board, union

or other officially supported body:

They coul d di scuss the problemopenly with the | ocal nmanager of
the distribution organisation, in order to identify ways in

whi ch the society could nake his job easier

- They could investigate the possibility of further processing, so
that their products would escape the |aw and be able to be sold

however they w shed

- They could investigate the possibility of nmenbers producing dif-
ferent crops altogether which would not be tied to the unsatis-

factory distribution channels.

There is no guarantee that any or all of these steps will neces-
sarily inprove the situation. A good nanager mnust neverthel ess at-

tenpt in every way to inprove the operations of his society.
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SESSION 8
EXA USIVE OR NON- EXA USIVE QUTIFTS

hjective: To enabl e trainees to deci de whet her they shoul d entrust
the distribution of their nmenbers' produce to excl usive
or non-exclusive marketing outlets. (If trainees are
bound by law to sell their society's produce through cer-
tain outlets only, this session may be omitted, or it
shoul d be made clear that it relates to any future crops
which they may care to introduce to their societies where
the marketing channels would be at the discretion of the
managenent . )

Tine: 2 hours.

Material . Tape Di al ogue "The Manager Meets The Distributor”.

Session Quide:

1) Play the tape dialogue, or if a player is not available ask two

trainees to enact it. Trainees should listen carefully.

Ask trainees what M. Seth should do now. They nmay suggest:

- M. Seth should accept the proposal and appoint Prenier as ex-

clusive distributors.

- M. Seth should reject M. Das's proposal and sell their pine-

apples to every firmthat w shes to buy them

- M. Seth should obtain further information before making a deci -

sion.
The |l ast response is clearly correct. Ask trainees what inform-
tion the manager shoul d obtain before nmaking a deci sion. Elicit

the follow ng itens anbng ot hers

The financial standing of Premier Distributors.
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The willingness of M. Das to guarantee a m ni num quantity of

pi neappl es to be bought each year, at a fixed price

The nunber of years for which M. Das wi shes to obtain exclusive

di stributorship rights.

The identity and experience of any other producers whose pro-

ducts are handl ed exclusively by Prenier.

. The views and busi ness experience of wholesalers and retailers

who buy from Prem er Distributors.

. The extent to which sales of fruit are affected by pronotion, as

opposed to price alone.

- The nmanagenent and financial capacity of the society and the

manager to control the marketing process.

Remind trainees that if their own societies demand, or are legally
enpowered to require that menbers nmarket their produce solely
through them they are acting as exclusive distributors for their
menbers, just as M. Das is proposing to M. Seth. Sinmlarly, if
their own societies have to nmarket their nembers' produce through a
particul ar co-operative union, they are in the sane position as
M. Seth if he accepts M. Das's proposal, with the excepti on maybe

that they perhaps never had the opportunity to choose
Ask trainees:

- Are they or their nmenbers free to choose whether or not they can

grant exclusive distributorship rights to the co-operative?

- If they were free would they prefer to nmarket their produce

through a nunber of different organisations?

Ask trainees to suggest the advantages and di sadvant ages of worKking
t hrough a sole distributor. Elicit the foll owi ng points and

ot hers

Advant ages
- Producers can rely on the nmarketing skills of the distributor.

- New produce can benefit fromthe strong narket reputation of a

wel | established distributor and his other products.
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Marketing activities can be financed by distributor.
Demand can be forecast nore easily.

It is adnministratively sinpler and | ess expensive to deal with a

singl e custoner.

The producer and the exclusive distributor can work together

closely to evolve an effective marketing progranmre.

Di sadvant ages
- The producer relies conpletely on one outlet; if it fails the

whole market is |ost.

- The credit risk is concentrated on one custoner.

- The distributor may exploit the producer's dependence by forcing

prices down or denmandi ng other concessi ons.
- The producer is cut off fromnew innovative distributors.

- The producer is effectively del egating the whole marketing func-
tion; he hinself can never learn to be an i ndependent marketer

in this way.

- Custoners who for any reason do not purchase fromthe sole dis-

tributor are totally cut off fromthe producer

Ask trainees for which type of producers it would be wise to rely

on ane excl usive distributor

- Producers without narketing experience.

- Producers with weak financial resources.

- Producers whose product is new to the market.
Producers | acki ng custoner contacts.

Producers with weak adm nistrative capacity.

Ask trainees whether this description applies in any way to their

own societies, or to their nenbers.

Stress that even the largest, strongest producers and manufacturers
often find it necessary to work through sole distributors, particu-

larly in foreign nmarkets.



A sole distributor can fill certain gaps for a producer, but a pro-

must be capable of controlling and nonitoring the marketing
effort, even if he is not inplenmenting it.

ducer

This requires good nan-
agenent and know edge of narketing nethods, which wll

with in the next session.

be deal t
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I he Distri

M. Seth is manager of the Al pha Pineapple G owers Society. This so-
ciety was founded recently in order to market nmenbers' pineappl es,
whi ch were previously bought fromindividual farnmers by nerchants who
paid very low prices and often failed to buy the whole crop at all

The society plans to collect, grade and pack its menbers' pineapples,

and then to arrange for themto be sold to wholesalers and retailers in
urban areas. The manager has called on M. Das, the nmanager of Premier

Distributors, to discuss how they m ght do busi ness together

M. Das: ' mdelighted that you came to see me M. Seth. | have
wat ched your nenbers' excellent fruit being nishandl ed and
poorly marketed in the past, and |I'm sure that you'll be

able to do better with us.

M. Seth: Thank you M. Das. Everyone agrees that our pineapples are
as good as any, and we are meking sure that they are prop-
erly graded and packed. VWhat we have to do now is to nake

sure that they are marketed as they deserve to be.

M. Das: Excellent. And if | may, | would like to congratul ate you
for comng to see us. Premier Distributors is the best
firmin the area and |I'mvery pleased that you plan to en-

trust us with your distribution

M. Seth: | see; perhaps you would tell ne how you will be able to
hel p us.

M. Das: | know | don't have to give an experienced co-operative
manager like you a | esson in marketing. Quite sinply, we

can transport, pronote and sell your pineapples in such a
way that everyone, consuners and your menbers alike, wll

be satisfied.

M. Seth: This is excellent, maybe you could tell ne how nmany tons
you think you could take next season, so that | can all o-

cate our crop accordingly.



M. Das
M. Seth:
M. Das:
M. Seth:
M. Das:
M. Seth:
M. Das:
M. Seth:
M. Das:

Now excuse ne, don't get ne w ong. Wen | say | amsure we
can nmar ket your pineapples, | amnaturally assum ng that
Premier Distributors will act as the sole exclusive dis-

tributor for your pinapples.

I'"mnot sure | understand

| see, well, let ne explain. Your pineapples are of the
hi ghest quality but up to now they have been virtually un-
known in the market because they have been di stributed by
| arge nunbers of backstreet traders. Wiat you need is a
wel | planned, soundly financed and totally consistent nar-
keting plan. Qur sales representatives, our vehicles and

our reputation can do this for you

O course, but what has this got to do with "exclusive", as

you call it?

Well, let nme ask you a question. Supposing we were to in-
vest heavily in the type of marketing effort I'mtalking
about and we generate a steady denand for your pineapples.
This will cost us noney, which | hope, we shall get back by

selling lots of pineapples. Do you agree?

| suppose so

Well, what do you suppose our custoners will do if you
yoursel f, or sonme other trader who has not spent any noney
generating denmand, cones al ong and offers them your pine

apples at a slightly |ower price than we can, because he
has not spent any noney on narketi ng. W1l our custoners

prefer to buy fromus or fromthe newoner?

I'"mnot sure .

I"'mafraid | am Qur traders are fiercely conpetitive and
I woul d never expect any trader to pay nore than was neces-
sary for the same product. In fact, I'd call hima fool if
he did.



M. Seth:
M. Das:
M. Seth:
M. Das:
M. Seth:
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| see what you nean. But where does all this get us?

It's quite sinple; we can only do your pineapples justice
if you agree to sell everything you produce to us. Then we
can be sure that nobody el se can conme and undercut us after

we have created the nmarket at substantial expenses.

| can understand your point, but |I nust say this is al

rather a surprise. | am pl eased that you want to do busi -
ness with us, but you are not the only fruit distributor in
the area you know. ' mnot sure about pineapples, but I
have al ways believed that you should not put all your eggs

in one basket!

It's up to you of course. |I'm not denying that we have
conpetition but Premer is without doubt the best estab-
lished firmin the area. We do things properly, but we

nmust be protected.

| see, | don't know what to say.



physical distribution
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SESSION 9
PHYSI CAl DI STRI BUTI ON
(hjective: To enable trainees to select appropriate methods of
transport, and to identify and quantify the costs and
benefits of storage.
Tine: 2 hours.
Material Mcro Cases "Distribution".
Session Qiide:
1)  Ask trainees what they expect of the transport which their socie-

ties own or hire for carrying their nenbers' produce. They may
nmenti on:
- Speed - Safety

Reliability - Econony

Ask whether all these features are consistent. Clearly the fastest
service is not usually the cheapest. Ask trai nees what nethod they

actual ly apply when selecting transport.

They may refer to low price and availability. Point out that if
alternatives are avail able, the decision nust be based on neasuring

and conparing transport benefits and costs.

Ask trainees why their nenbers' produce is stored at various tinmes

bet ween harvest and consunption. Elicit responses such as:

To accunul ate sufficient volune to nmake up an economic | oad for

a vehicle or a nachine
To await transport.

To allow for the fact that consunmers may not w sh to consune

produce at the same tinme as it is harvested.

To wait for higher prices.



Here again, storage costs are being incurred in return for certain
benefits. It is necessary to neasure and compare storage costs

with benefits in order to nmake optimum storage decisions.e

3) Distribute the micro cases and allow trainees up to 15 mnutes to

work out Case A individually.

4) Ask trainees for their answers. Stress that the answers to this
and to the follow ng exanples nust be calculated. It is necessary

to work out the costs and the benefits of each alternative, and to

see which is nost profitable. Elicit and go through the cal cul a-

tions as follows:

Selling price when transported by lorry 1.00 a kilo

Cost of transport by lorry 0.25 a kilo

Price net of transport 075 akilo

Selling price when transported by rail 0.90 a kilo

Cost of transport by rail 0.10 a kilo

Price net of transport 0.80 a kilo
It is therefore better to transport by rail, although it is
sl ower. Stress that trainees nust show good reasons to go agai nst

this very significant price difference. Such reasons nay be:

The society may be trying to acquire a reputation for high qual -
ity fruit production in order to be able to charge higher prices

in future.

The train nmay be very unreliable and fail even to achieve the
estimated time on a nunber of occurrences, |leading to even | ower

prices.

5 Allowtrainees up to 15 mnutes to estinmate an answer for Case B.
Ensure that every trainee has attenpted to cal cul ate the answer and

then elicit and work through the cal cul ations as foll ows:
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Cost of air freiqght = $ 250
Cost of sea freight = $ 100
Cost of interest lost on $4,000 for three nonths at
1.5% per nonth = $ 180
Total cost of sea freight = $ 280

Air freight is thus "cheaper” and to be preferred.

Ensure that all trainees understand the time value of noney K which
is fundanmental to transport and storage decisions. Ask any trainee
who appears not to be clear, whether he or she would prefer to re-
ceive $100 today or in three months' tinme. Their answer, and their
willingness to take a lower sumtoday in return for imredi ate
rat her than del ayed use of the noney, should denonstrate the con-

cept to them

Allow a further 15 mnutes for Case C. Agai n, ask trainees for

their answers and work through the cal culations as foll ows:

- Cost of bus transport = (250 x 10 cents) + $25 | oss for
breakages = $50

- Cost of transport by car = $40

- Car is therefore preferable.

Ask trainees what they would have concluded if both costs had been
equal . The val ue of individual personal service is inportant al-
though difficult to value in noney ternms. The specialised carrier
is probably to be preferred over the bus even if it is marginally

gonre expensi ve.

Allow 15 minutes for Case D. Elicit and go through the cal cul a-

tions as foll ows:

- Selling price of potatoes transported by lorry = $4 - $1 trans-
port = $3.00

- Selling price of potatoes transported by ox cart = $3 - 10 cents

$2.90



8)

- The lorry is marginally preferable, but any further price in-
crease is likely to alter the situation. The potential conpeti-
tion mght be used to bargain with the lorry operator for a

| ower price

Allow trainees 15 nminutes to cal cul ate an answer for Case E

Trainees may not at first appreciate that storage and transport de-
cisions are fundanentally simlar. Explain that costs and benefits
nust be estinated and conpared in the sane way. Elicit and work

through the cal cul ati ons as foll ows:

- Cost of Storage for three nonths

$300 rent + $30 insurance + loss of 3% interest on $200 x 50
tons = $630

- Benefits of Storage for three nonths

50 tons x $12 per ton higher price = $600

- It is marginally better to sell at once and avoid storage. But
if the expected price rise is likely to becone larger, the deci-

si on shoul d be reconsi dered.

Rem nd trainees that storage and transport decisions are closely
li nked. Different forns of transport often require different types

and durations of storage.

Stress the major factors to be considered in nmaking transport and

st orage deci sions:

- Cost of transport or storage itself.
- I nsurance.
- Risk of |oss or danmge.

- Price reduction through perishabl eness or |oss of nmarket oppor-

tunity.
- Price increase through passage of time.

- Value of use of noney which may be tied up in produce in transit

or in storage
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Case A

The manager of the Al pha Orchard Society had to decide how to transport
his menbers' fresh fruit to the market. He could hire a lorry which
wor ked out at 25 cents a kilo. It took a day to reach the town and the
fruit was sold for an average price of $1 a kilo. Alternatively they
could use the railway, which only cost 10 cents a kilo. This took up
to five days however, and the fruit would only fetch an average of 90
cents a kilo because it was not so fresh. Which transport benefits the

society nost?

Case B

Cof fee was |i ke gold, thought the nanager of the Beta Coffee G owers
Soci ety. It was worth $4,000 a ton at the tinme. The society's over-
seas custoners paid as soon as they received their coffee and the
noney could be put on deposit for six nmonths before nmenbers' accounts
were finally settled. The interest paynent at a rate of 18% per year
went a long way to covering the society's costs. The voyage by sea
took three nonths, and freight cost $100 a ton. Sone people were even
shi pping by air, but the manager knew that this was foolish. The cost
of air freight was $250 a ton which was over tw ce as nuch as by sea.
The coffee was anyway stored sealed in the ship so that it did not |ose
any val ue during the |Iong sea voyage. Overni ght service was all very
wel|l for people or urgent spares, but it was quite unnecessary for rou-
ti ne shipments of coffee he thought. WAs the manager right? Cal cul ate

costs and benefits.

Case C

As a result of inproved poultry and better feeding the nenbers of the
Gamma Poul try Soci ety were now produci ng 250 dozen eggs a day. Their
success posed a transport probl em however. The hotels and grocery
shops in the region were happy to buy as many eggs as the society could
produce, at $1 a dozen. The local bus driver delivered the eggs at the
various villages along his route for ten cents a dozen. He often

claimed that the eggs were broken, and the manager estinated that they



| ost about 10% of the eggs in this way. Now an enterprising operator
proposed to deliver the eggs in his own vehicle. He woul d charge $40 a
day to deliver each day's production, and he said he woul d take respon-

sibility for any breakages. The nmenbers were not sure what to do.

What deci sion should they take?

Case D

Di esel fuel was becomning nore expensive every nonth, and the nmenbers of
the Delta Vegetable Growers Society were paying out nore and nore to
transport their potatoes to the market. Now it cost $1 to transport
each bag, and they only sold for $4 a bag. On one or two occasions the
lorry had been del ayed, and by the afternoon the price had fallen to $3
in the market. One nenber suggested, as a joke, that they should go
back to ox carts like the old days. The traditional cart could carry
20 bags, and he said he would still be happy to take a load to the mar-
ket for $2, since he would be goi ng anyway. He could not travel by
ni ght, though, because of thieves and wild aninmals, so he would not be
able to reach the market until the afternoon. Which alternative bene-

fits nmenbers nost?

Case E

It cost the Eta Society $100 a nonth to rent the warehouse, and a
further $10 a nonth to insure the corn they stored there. This was a
heavy expense, particularly when they had to borrow noney for paying
the farners for their produce at 12% a year. The nmnager thought it
was worth it though; the warehouse held 50 tons of nmize, and he knew
that the price would go up from $200 to $212 a ton during the three
nont hs' storage peri od. Some menbers of the committee di sagreed how
ever. They said that the society should be happy with $200. This was
far higher than the price five years ago they pointed out. Calcul ate

which alternative is best?
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SESSION 10
MARKFTI NG COVMINI CAT] ONS
hj ective To enabl e trainees to design an appropriate "comruni ca-
tion mx" for their society's products
Tine 2 hours
Material - A sel ection of newspapers, posters, leaflets, journals
and a tape with recorded radi o adverti sements.
. i d
1) Ask trainees to recall the last itemthey purchased, whether it was

a packet of cigarettes, a newspaper or anything el se. Connect
their purchase with what they | earned fromearlier sessions: the
product was presumably what they wanted, and it was in a convenient
place for themto purchase it. What ot her tasks had the manufac-
turer, and/or the seller, to performto enable the article to be

sol d?

- The prospective purchaser had to be inforned that the item was

avai | abl e.

Ask trainees how they acquired the information about the itemthey
bought . They may not associate sone fornms of pronotion with adver-
tising or marketing, but stress that some form of communication had

to take place and that this is pronotion.

Elicit a selection of pronotional nethods which gave the inform-

tion about their nost recent purchase. These may incl ude:

- Misual Display: fruit in a market, cigarettes on a roadside

stall or kiosk.

- Moice: a newspaper vendor shouts to announce his presence or a
musi ¢ shop plays tapes or records to encourage custoners to pur-
chase.

- Print: the owner of a second-hand car advertises it in a news-

paper .



3)

Choose a particular itempurchased by a nunber of trainees. Ask
themto identify as many different forms of conmunication or prono-
tion as possible which may have influenced their purchase. In the

case of a packet of cigarettes these might include:

- Newspaper advertisenents for the cigarettes.

- Posters advertising the cigarettes.

- Radio or television comercials.

- The package itself displayed by the seller

- The seller's voice calling attention to his presence.

- Oher people's opinion of the cigarettes or verbal information
about where it could be obtained (particularly in the case of

scarce comodities).

Allow trainees up to 15 mnutes to |ist on paper as many exanpl es
as they can of ways in which producers or traders, pronote the pro-
ducts to their custoners. Ask each trainee to give one nethod, and

continue until a long |list has been produced on the chal kboar d/ OHP

- Newspapers - Magazi nes
- Posters - Leaflets
- Mil Grculars - Radio
- Television - Shop Displ ay
- Printing on Packages - Painted Vehicles
- Cinena Advertisenents - Loud Speaker Vans
- Fairs and Exhibitions - Shouting
- Sales Representatives - Sponsorship of Sporting
Events
- Information Gven to Journal -
ists for Inclusion in Edi- - Denonstration
torials
- Free Sanples
- Conpetitions
- T-Shirts
- Carrier Bags

Check by reference to exanpl es that trai nees know what each of

these nethods are. The actual words or classification is uninport-
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ant; the purpose is to appreciate the vast range of potenti al

nmet hods or "nedi a" avail abl e.

Stress that all these nmake up the "conmmunication m x" which event-
ually |l eads the custoner to make the purchase in question. Rem nd

trainees of the "marketing m x" illustrated by the circle with seg-

ments of various sizes.

2
S
%
>
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O
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Show that the pronotion segnent itself consists of a number of dif-
ferent nethods of comunication, which can be used to a greater or
| esser extent to achieve the final objective of a sale. Illustrate

this by reproducing the pronotion segnent and dividing it as bel ow



Ask trainees whether any single conponent of the communication m x
whi ch was identified for the purchase anal ysed earlier would on its
own have been enough to lead to the actual sale. Trainees may sug
gest that the site of a newspaper vendor, or cigarettes on display

in a kiosk was all that was required

- Wuld they buy a newspaper they had never seen before just be-

cause it was sold on the street?

- Wuld they buy a totally unfam liar brand of cigarettes just be-

cause it was on display in a kiosk?

Cl ear display alone is not enough. People will not even buy tona-
toes in a market unless they al ready know what tomatoes are and
what they taste |ike.

Ask trai nees whet her know edge of a product's existence is on its

own enough to nake someone buy it:

- The potential custonmers pust be aware that a product exists

- Potential customers must believe that the product is the one

which is suitable for them

- Potential custonmers mist he notivated actually to buy the pro-
duct (usually by information about where and how to obtain it).
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Di stribute exanpl es of newspapers, |leaflets, posters and other ad-
vertising material and, if appropriate, play exanples of radio com

mer ci al s. Ask trainees to suggest the abjective of specific ex-
anpl es

- Is it trying to nake potential custoners aware of the existence

of a product or service?

- Is it trying to make potential custonmers prefer a particular

product or service?

Is it trying to finalise or close the actual sale?

Use di splay advertisenents, classified advertisenents and posters

to provide a range of exanples.

Clearly every type of pronotion is intended to |l ead eventually to a
sale. The purpose of this exercise is to identify what part of the

total communication process is achieved, or intended to be

achi eved, by a particul ar exanple.

Attenpt to use exanples pronoting products of different val ue, such
as cigarettes and cars. Show that personal pronotion, by the
sal esman, becones nore inportant when the value of the sale in-

Creases.

This session so far has concentrated on trai nees as consuners. Ask
any trainee to describe the communication m x used by his society
to informand persuade custoners to buy its nmenbers' produce. Many

co-operatives have a pronotion mx of the follow ng form

- Infornmtion about the specific products of the society is un-
necessary because it is a "comodity" which is not different
from the product sold by other agricultural mar ket i ng

or gani sati ons.

- Persuading custoners to prefer a product is largely achieved by
price negotiation, or by better transport or other associated

servi ces.

- The sale is actually claosed as a result of a personal neeting.



Ask trainees whether their society markets their nenbers' produce
in this way. If so, is there any way i n which pronotion of any

kind can inprove results:

- Advertising, mail circulars and personal contact can increase

t he nunber of potential custoners that reduce dependence on one
outl et and strengthen the society's price bargaining position.

- A society can carefully analyse its products and services in
conparison with its conpetitors. Even if the product is very
simlar, small differences in quality, regularity of supply, de
livery or other factors can only be exploited if customers know
about them  they nust be promted.

A society can at |east investigate the possibility of "differen-
tiating" its products by different quality, processing, packag-
ing, and establishing a higher and nore stable price |evel which
is to sone extent insulated fromthe basic commodity price;

this requires pronotion.

In other cases the custoner and the price are fixed and outside the
control of the society. Sal es are autonmatic and neither the buyer
nor the seller can nake any deci sion whether or not to sell or
buy. I's there any way in which pronotion can inprove nenbers' in-
cone when narketing appears to be wholly outside the control of the
soci ety: such as when all produce has to be sold at fixed prices
to atertiary | evel co-operative union or agricultural narketing

boar d?

- If the law allows, a society may investigate the possibility of
devel oping alternative |ocal markets by pronoting its own pro-

ducts.

- A society may provide nore opportunities to nmenbers by "pro-
nmot i ng" new products for which an i ndependent narket nay be de-

vel oped.

- A society's managenent has a responsibility for the effective-
ness of its marketing outlets, even if these are legally im
posed. Managenent shoul d exami ne the communi cation m x used by
the society's custoners, whoever they are, and nake suggesti ons

for inprovement when appropriate
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- Evenin a fairly small society, comunication with nenbers is
not al ways effective. The techni ques of pronotion and narketing
communi cati ons should be used in order to ensure that all mem
bers are aware of the society's services, that they prefer to
use them and that they actually do use them (Refer to the

MATCOM cour se on Supply Managenent.)

Rem nd trainees of the Kansai Dairy case study; they will have an

opportunity in a later session to design a comunication nmx for a
primary co-operative nmarketing society. At this stage they should
exanine their own society's present products and potential to see
whet her there are opportunities for inproving results through pro-

not i on.
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SESSION 11
PERSONAI SFI LI NG
hjective: To enable trainees (i) to identify the role of the sal es-
man and (ii) to sell their society's products effect-
ively.
Iine: 2 to 3 hours
Material : Tape Di al ogue "The Co-operative Sal esnan - One" and "The
Co-operative Sal esnan - Two".
Session Giide:
1) Remind trainees that the previous session nmainly dealt with advert-

i senments by radi o, newspapers, posters or television. Ask trainees
t o suggest the fundanental weakness of "nedia" of this sort as a

form of communi cati on between a society and its custoners, as com

pared with "personal selling"

- Advertisements are a "one way" form of conmmunication. There is
no opportunity for the advertiser to tailor nmake the nmessage for

each individual customer, or to deal w th objections.

- In addition, advertisenents cannot gather " feedback" from cust-
onmers about their preferences, as a basis for future narketing

activities.

- Advertisers cannot be sure that the advertisenment will reach the

people for whomit is intended

-  Except for products which can be sold through nmail-in orders,

adverti senments cannot deliver products, take orders or coll ect

noney: the finalisation of a sale nust actually depend on ot her

neans.

- Advertisements cannot physically denmonstrate the nmerits of the

product .

Ask trainees to give exanples of "personal selling" to which they

have been exposed as custoners. Ensure that trainees all appre-



ciate that shop assistants, travelling sal esnmen or the chief of-
ficer of a large organisation are all sales representatives when
they are face to face with a customer or potential custonmer in sone

part of the process leading up to a sale.

Wiy are sal es representatives not the only form of pronotion used?

Sal es representatives are expensive.

Sal es representatives cannot be directly and continuously con-

trolled by their enployer.

Sal es representatives can only reach a very snmall nunber of

people within a given tinme.

Ask trainees to estimate the cost of a typical sales representative
nmeeting with a custonmer, and to conpare this with their estimte of
the cost of communication with a custoner by a newspaper advertise-

ment or a radi o comerci al

Clearly their answers will depend on | ocal salary levels and the
type and size of advertisenent used but typical figures mght be as

fol | ows:
Adverti sement
$500 for an advertisenent reaching 50,000 peopl e.

- Cost per Contact = 1 cent

Sales Representative

- Salary and Expenses = $5,000 per year.

- Meetings: 6 per day x 20 days per nonth x 12 nonths per year =
1,440

- Cost, per Meeting = approximately $3 50

The sal es representative's contact costs 350 times as nmuch as con-

tact through an advertisenent.

Ensure that trai nees appreciate that occasi onal sal es of other
calls by co-operative staff who are mainly otherw se occupi ed

shoul d be "costed" in the same way.
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Ask trainees how the di sadvantages of sal es representatives, nanely
cost and | ack of control, can be mininised. How can a co-operative
soci ety's manager inprove the effectiveness of his own persona

selling activity, or that of any representative enployed by the so-

ciety

- Sales calls nust only be nade if they are an integrated part of
a total marketing approach, supported by appropriate products,

delivery, pronmotion or whatever else is appropriate

- \Whoever is making a sales call nmust be totally prepared, with

all the necessary information

- The sales representative nust have a clearly defined objective;
he or she nust know the reason for the sales call before naking
it.

- Sales representatives nust be trained in personal selling

skills.

- The work of sales representatives nmust be carefully planned in
order to mninise travelling time and avoid calls on custoners

who are out.

Warn trainees that they are to hear a dial ogue of a neeting between
a co-operative salesman and his custoner. Ask themto note down as
they hear it, all the nistakes which the sal esnan nmakes and to be
prepared to list these afterwards. Pl ay the tape di al ogue. "The
Co-operative Sal esman - one", or if a recorder is not avail able ask
two trainees to enact this. If necessary, play the dial ogue a sec-
ond tinme and then ask trainees to list the m stakes made by the

representative

These may be summari sed as foll ows:

- The representative was unprepared: he did not even know t he

name of the customer on whom he was calling.

The representative adnitted that he had no particul ar objective
incalling and that the call was not particularly inportant to

him since he only called in because he happened to be passing.

The representative had no informati on about the past transac-

tions between his society and the custoner's organisation.



The representative grossly exaggerated the quality of the pro-

duct in a totally unbelievable way.

- The representative had no sanple of the product although it was

of a kind that could easily have been carried with him

- The representative was not aware of the nature of his customer's
busi ness and was thus not able to tailor his presentation ac-

cordingly.

- The representative was not fully familiar with the details of

hi s own product.

- The representative gave away a |l arge price discount at the

first sign of any resistance.

- The representative blaned his own coll eagues in his own organi -
sation rather than representing the whole organisation in the

eyes of the custoner.

Point out to trainees that this was an exaggerated account but that
all these m stakes have been made on many occasi ons by sales repre-
sentatives. Ask trainees whether they or sales representatives
calling on them have nade these ni stakes. They are typical of a
badl y pl anned sales activity by a badly trai ned sal es representa-

tive.

Warn trainees that they are to hear a further dial ogue, which

will be interspersed with "bl eeps”. Warn themthat the tape or
di al ogue will be stopped at each "bl eep” and that trainees wll
t hensel ves be asked to suggest how they will counter the objection

that has been raised by the customer. After their suggestions have
been di scussed they will hear how the representative actually

countered the objection before going on with the sales negotiation

Pl ay the tape dial ogue, "The Co-operative Sal esman - Two", or if a

recorder is not available ask two trainees to enact it.

Stop the tape or the reading at each "bl eep" and ask individua
trai nees to suggest how they would continue the neeting if they
were sal es representatives. Di scuss the nature of the objection

that has been raised by the customer and ask trainees how they

would in their own situation respond to objections of this sort.
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Ask them whet her they nake this type of objection when nmeeting
with people who are trying to sell things to them Are sal esnen
who call on themeffective in overconi ng objections? Are trainees
thensel ves able to overcone custoners' objections and finalise the

sal e when pronmoting their own society's and nenbers' produce?
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Si nha,

Amri:

Si nha:

Amri:

Si nha:

Amiri:

Si nha:

Amiri:

Si nha:

Amiri:
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the nmanager of the Sigma Fruit Growers Society, is calling on

the buyer for National Fruit Whol esalers Limted.

Good afternoon M. . . . Sinha. It is good of you to see ne,

I just thought | would drop in as | was passing your office.

CGood afternoon, do sit down; what can | do for you today?

Well as | said, | just had a nonent to spare, but
well, 1 wonder if we could tal k about your purchases from us.

We woul d be happier if you were to increase your business with

us, you know.

So would I, | suppose, | haven't got our purchase figure with

me just now. What did we take fromyou |last quarter?

' mnot sure, our accounts people would have the figures |'m
sure, but | don't think you have bought our new variety of

| enons; they are proving very popul ar, outselling everybody
in the country | should say.

Really, that's strange, | haven't seen any unfaniliar |enons

this season. Still, let's have a | ook at one.

No, actually | haven't got one just now, but they are a won-

derful fruit, keep very well too

| see, is the price any better than what others are offering?
What woul d you quote for 100 kilogranms a day for a nonth for a

start?

That's a nice start, |1'll have to find out about the price to-
morrow, |'ll drop you a line with a quotation. | can tell you
t hough, they | ook beautiful on the shel ves. Super mar ket op
erators such as yourselves will be nore than satisfied with

the results.



Si nha

Amiri:

Si nha

Amiri:

Si nha:

Amiri:

Si nha

Amri:

Si nha:

Actual ly, we supply restaurants and export narkets.

Oh yes, of course

Tell me what is the average cost per kil ogran? W' ve been

rat her bothered with wide variations in fruit sizes recently.

'l let you know when |'ve had a chance to check a few
bat ches. ' msure we could give you a really good price
t hough, ten per cent or fifteen percent off a good trial

order.

One thing you could tell me; your nangoes seemto be of very
variabl e ri peness these days; some are ready to eat, and

ot hers need two weeks ripening. Can you do anything about it?

" mglad you nentioned that. The foreman of our sorting
departnment has really not been doing his job recently and |
need conplaints like that to make ny point. How can t hey

expect me to sell their fruit if they can't sort it properly.

| should imagi ne you have great difficulty in selling any

fruit. |'mvery sorry for you

Thank you, | nust be off. Sorry, could you give ne your card,

I can never get the spelling of your nanme right.

Here you are, good bye.
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sal esnan for the Omega Vegetable Farners Society, is trying

to persuade M. Dey, owner of Dey's Vegetable Stores, to place a reg-

ular contract order for their new variety of cabbages.

M. Dey:
M. Basu:
M. Dey:
M. Basu:
M. Dey:
M. Basu:
M. Dey:
M. Basu:

Look here Basu, it's very good of you to call, but we are

really quite happy with our present cabbage suppliers.

BLEEP 1

|'mpleased to hear that M. Dey. Price, quality, delivery,

they're all just what you want are they?

Well, | suppose you m ght have sonething there. | can't say
they always arrive just when we want them but it's no good
talking to me now, our shelves are full of cabbages. Just

take a I ook.

BLEEP 2
Very good | ooki ng cabbages too, | nust congratul ate you.
Tell nme though, don't your custoners prefer the new white
firmer type? These are sone of the best green veined var
iety I1've seen for a long tinme, but a |ot of people are now
turning over to the new variety.

I've not seen them night | have a | ook?

Here you are, | thought you nmght |like to see one. A shop

i ke yours usually has all the best things.

Mm nice, firm a good |ooking cabbage | nust say. 'l

bet it costs the earth too.

The price is $2.40 a dozen delivered as we al ways do.
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M.

M.

Dey:

Basu:

Dey:

Basu:

Dey:

Basu:

VWhat, are you crazy! | sell these cabbages for 22 cents
each, | should have to ask about 25 cents for yours. |I'm
not contributing to inflation like that, it's too rmuch, how

about a trial batch at $2 a dozen?

BLEEP 3

No sir, we are confident that a quality product will command
a premumprice, just |look at the conparison, never mnd the

taste. Your sort of custoners would be the kind to pay a

bit nore for the best, surely?

VWell, maybe they would if they'd heard of it, but a brief
glance will tell themvery little. We haven't got tine to
explain all about themto every custoner. My assistants
woul d get it wong anyway. No, I"msorry, they m ght be

worth it but our custoners never heard of them

BLEEP 4

| appreciate that, and so do our seed suppliers. Look
t hey' ve produced these posters showing their new varieties
and expl ai ning their advantages. They give us sone of these
wi th every consignnent of seeds so that we can help to sel

our new produce.

It's a nice | ooking poster, | must admt. It'd | ook good on
that  wall above the vegetable rack. still your
co-operatives are all the same, lots of prom ses and then no

del i veries. | daren't rely on you really.
BLEEP 5
Don't prejudge us, just give us a try, we can deliver with

our own transport every day, you'll not be disappointed and

you' Il nmake nore noney on every cabbage you sell



M.

M.
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Dey: Mm | didn't know you delivered here. 1 wish | could give
it atry, but I know you people want cash, and |I' m broke.
My overdraft is going up, ny expenses are rocketing, | just

haven't got the cash

BLEEP 6
Basu: We're all in the same boat then, but | can't believe that a
f ew cabbages are beyond you, however bad things are. How

about a trial consignnent of say ten dozen, or would that be

nore than you could nanage to sell in a couple of days?

Dey: Ch no, we'd sell those in a norning, but | ook we've been
tal king too |ong. I nust have sone time to think about it,
drop in next week sone tinme and I'Il talk it over properly.

BLEEP 7
Basu: Vell we're fully commtted early next week. | amsure ten

dozen cabbages is not going to be a very big decision for a
busi ness |ike yours. Wth one cent extra profit per cab

bage, you'll nmake a dollar and twenty cents extra just with
your first trial consignnent.

Dey: Every little helps, that's true, but the trouble is ny wife
al ways deci des these things. She went to see her nother

this evening and it's really not up to ne.

BLEEP 8

Basu: Look, | know your wi fe has good taste, and | know you run
the business the way you want to run it. Let your w fe have
this cabbage with ny conplinents, and sign this order for a

trial batch of ten dozen. Look, here's ny pen.



M.

Dey:

Basu:

Vell it's worth a trial,

but we m ght as well
erly. Make it 20 dozen,

do it prop-
delivered the day after tonorrow.
"Il have the cash ready.

Be sure to send a couple of the
posters too.

Thank you very much. 1'll call in the next day or so to see

how t hey' ve noved.

I"'m sure you' ve nade a good deci si on.
Good bye.
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M. Basu, salesman for the Orega Vegetable Farners Society, is trying
to persuade M. Dey, owner of Dey's Vegetable Stores, to place a reg-

ular contract order for their new variety of cabbages.

M. Dey: Look here Basu, it's very good of you to call, but we are

really quite happy with our present cabbage suppliers.

BLEEP 1
M. Basu: I'mpleased to hear that M. Dey. Price, quality, delivery,
they're all just what you want are they?
M. Dey: Well, | suppose you m ght have sonething there. | can't say

they always arrive just when we want them but it's no good
talking to ne now, our shelves are full of cabbages. Just

take a | ook.

BLEEP 2

M. Basu: Very good | ooki ng cabbages too, | nust congratul ate you.
Tell ne though, don't your custoners prefer the new white
firnmer type? These are sone of the best green veined var
iety I've seen for a long tine, but a | ot of people are now

turning over to the new variety.

M. Dey: I've not seen them mght | have a | ook?

M. Basu: Here you are, | thought you might like to see one. A shop

like yours usually has all the best things.

M. Dey: Mmm nice, firm a good | ooking cabbage | nust say. |'I|

bet it costs the earth too.

M. Basu: The price is $2.40 a dozen delivered as we al ways do.



M. Dey:
M. Basu:
M. Dey:
M. Basu:
M. Dey:
M. Basu:

What, are you crazy! | sell these cabbages for 22 cents
each, | should have to ask about 25 cents for yours. |I'm
not contributing to inflation like that, it's too rmuch, how

about a trial batch at $2 a dozen?

BLEEP 3

No sir, we are confident that a quality product will comrand
a premiumprice, just look at the conparison, never nind the

taste. Your sort of custoners would be the kind to pay a

bit nore for the best, surely?

Well, maybe they would if they'd heard of it, but a brief

glance will tell themvery little. We haven't got tine to
explain all about themto every custoner. My assistants
woul d get it wong anyway. No, |I'msorry, they might be

worth it but our custoners never heard of them

BLEEP 4

| appreciate that, and so do our seed suppliers. Look
they' ve produced these posters showing their new varieties
and expl ai ni ng their advant ages. They give us sone of these
with every consignnent of seeds so that we can help to sel

our new produce.

It's a nice | ooking poster, | nust admt. It'd | ook good on
t hat wal | above the vegetable rack. still your
co-operatives are all the sanme, |lots of prom ses and then no

del i veri es. | daren't rely on you really.

BLEEP 5

Don't prejudge us, just give us a try, we can deliver with
our own transport every day, you'll not be disappointed and

you' || nake nore noney on every cabbage you sell
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Mm | didn't know you delivered here. | wish | could give
it atry, but I know you people want cash, and |I'm broke.
My overdraft is going up, ny expenses are rocketing, | just

haven't got the cash

BLEEP 6
W're all in the sanme boat then, but | can't believe that a
f ew cabbages are beyond you, however bad things are. How

about a trial consignnment of say ten dozen, or would that be

nore than you could nanage to sell in a couple of days?

Ch no, we'd sell those in a norning, but |ook we've been

tal king too |ong. | must have sone tine to think about it,

drop in next week sonme tinme and |'Il talk it over properly.
BLEEP 7

Vell we're fully commtted early next week. | amsure ten

dozen cabbages is not going to be a very big decision for a
busi ness |i ke yours. Wth one cent extra profit per cab
bage, you'll nake a dollar and twenty cents extra just with

your first trial consignment.

Every little helps, that's true, but the trouble is ny wife
al ways deci des these things. She went to see her nother

this evening and it's really not up to ne.

BLEEP 8

Look, | know your wife has good taste, and | know you run
the business the way you want to run it. Let your wife have
this cabbage with ny conplinents, and sign this order for a

trial batch of ten dozen. Look, here's ny pen.



M.

Dey:

Basu:

Vell it's worth a trial,

but we mght as well do it prop-

erly. Make it 20 dozen, delivered the day after tonorrow

I'"lI'l have the cash ready.

Be sure to send a couple of the
posters too.

Thank you very much. I'Il call in the next day or so to see

how t hey' ve noved.

I"msure you've made a good deci sion
Good bye
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SESSION 12
PRI CI NG

hjective: To enable trainees to calculate prices for their so-

ciety's produce in the light of cost of production and

its effect on denmand.
Tine: 2 to 3 hours.
Material : Exerci se "The Cost Conscience Co-operative Society".
Session Quide:
1) Ask trainees to list the cost itenms of growing a traditional var-

iety of crop with which they are faniliar. They may list itens

such as:

- land ownershi p;
- seed,
- fertilizer;

- planting, cultivation and harvesting | abour.

Ask trainees to list the cost itens of their own society and to

state which are fixed and which are variable with the vol une of

producti on handl ed. Summari se their lists on chal kboard/ OHP as
fol | ows:

Eixed Variables
Rent Paynments to Menbers for Produce
Oficers' Salaries Fuel
Commi tt ee Expenses Casual Labour
Depr eci ati on of Equi pment Contract Transport Services
Loan Interest Handl i ng Char ges
O fice Expenses Produce | nsurance

I nsurance for Buil dings and
Equi prment

Stress that all costs are variable at the extreme of production.
If the co-operative did no business at all there would be no costs,

and if the volune was nmultiplied by say two or ten times the
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present figure, it would be necessary to enploy extra officers, to
rent extra space and possibly even to have nore comrittee neet-

ings. In other words the fixed costs would becone vari abl e.

Present trainees with the followi ng situation on the chal kboard/
OHP:

Eixed Costs: $1, 000 (between 500 and 5,000 units).
Variable Costs: $1 per unit.

Selling Price: $1.50 per unit.

Sales 1,200 units.

In order to check their understanding of the neaning of fixed and
vari abl e costs, ask trainees to calculate the profit or |oss of

this enterprise

Sales: 1,200 x 1.50 = $ 1,800
Eixed Costs: $1, 000
Variable Costs: 1,200 x $1 $1,200
Total Costs: $ 2,200
lLoss $ 400

Assuni ng that cost cannot be changed, what should this society do

to inmprove its results?

Trai nees may suggest hi gher prices. Ask themto calculate the ef-

fect of increasing the price to $2

Sales: 1,200 x $2 = $ 2,400
Costs as before = $ 2200
Sur pl us $ 200

Ask trai nees how demand woul d probably be affected by such a price
i ncrease. Ask trainees to calculate the effects of a fall in vol-

une to 800 units
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Sales 800 x $2 = $1, 600
Eixed Costs: $ 1,000
Variable Costs: 800 x $1 = 3 800
Total Costs $ 1,800
Loss: $ 200
Ask trainees what other alternatives are avail abl e. Ask themto
cal cul at e:

- The total cost of one unit, at the present production rate of
1, 200. ($1.83 per unit.)

- The cost of one extra unit at any rate of production. ($1

since no extra fixed costs are required.)

Ask trainees to cal cul ate how many units woul d have to be sold at
$1.40, and at $1.20, in addition to existing sales of 1,200 units
at $1.50, in order for the society to "break even", i.e. to cover

the loss incurred on the sales of 1,200 units sold at $1.50.

- Additional sales at $1.40 per unit |ess cost per extra unit
[ $1. 00). Contribution per unit 40 cents. One thousand addi -
tional units would absorb the | oss of $400. Total production

will be 2,200

Additional sales at $1.20 per unit |l ess cost per extra unit
($1.00). Contribution per unit 20 cents. Two t housand addi -
tional units would absorb the | oss of $400. Total production

will be 3,200.

Stress that price reductions of this sort nmust only be made if they
are genuinely "marginal”, that is, they do not affect the price

charged for the rest of what is being sold.

Ask trainees to assess whether their own societies fulfil the fol-

| owi ng condi tions:



- There is additional capacity for nenbers to produce and the so-

ciety to process and market nore than is produced now.

- A significant proportion of nenmbers' and the society's costs

woul d not change if production were to be increased

- Additional produce could easily be sold if a large price reduc-
tion was given, and the rest of the society's business woul d

continue to be sold at the original higher price.

Poi nt out that these conditions may exist, even if trainees are not
aware of them In such conditions any organisation should

seriously consider offering sone produce on a marginal price basis,

in order to increase its surplus.

Stress however, that this technique of "marginal sales" is effect-

i ve but dangerous. It is essential before trying to obtain extra

sal es through | ower prices to be sure that:

- Menbers and the society can produce, process and market the ex-
pected extra volunme without adding to fixed costs.

- Existing custoners buying at higher prices will continue to do
so and will not force their own prices down to the margi na

| evel enjoyed by the new additional custoners.

6) Ask trainees to give exanples of the type of custoners who might be
expected to buy substantial quantities at |lower prices, and whose
busi ness coul d be kept separate fromthat of existing custoners:

- Industrial processors for maize starch, cassava or nmilk surplus.

- Hotels or restaurants for fruit and vegetabl es.

- Animal feed millers for surplus grains.

Poi nt out that by-products which are presently being wasted can be
sold at any price, so long as it covers the society's extra ex-
penses. Co-operative societies have significantly inproved their

results by selling itenms such as:

- Waste material fromcoffee for industrial boiler fuel
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Ri ce straw for paper making.

Sl aught er house offal for fertilizer manufacture.

Stress that a society attenpting to sell by-products, or surplus
produce, need not be concerned with the total cost of production;

all that is necessary is that the additional revenue should nore
than cover the additional costs involved in earning it.

Stress that planned offers of marginal or specially |ower prices
for surplus products are not the sane as consistent underpricing of

everything that is sold.

Refer to earlier sessions. Successful nmarketing generally involves
selling nost of the produce for higher than average prices. Suc-

cessful marketers can do this because the nmarketing m x they use
provi des better value to custonmers than the cheaper, |ess effect-

ively marketed produce of their conpetitors

Illustrate the distinction by the foll ow ng exanpl e:

Poor Marketing: Effective Marketing:
- Production Cost $ 1.00 - Production Cost $ 1.00
- Marketing Cost $ 010 - Marketing Cost § 020
Tot al Cost $ 1.10 - Total Cost $1.20
- Total Value to - Total Value to
Cust oner $ 1.10 Cust oner $ 1.30
- Surplus nil. - Surplus 10 cents.
Di splay and explain a sinple illustration of a "break-even point"

graph, as below, on the chal kboard/ OHP. The graph is based on fol -

| owi ng figures:

Fi xed Costs: $1, 000
Vari abl e Costs: $1.00 per unit

Selling Price: $1.50 per unit
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Use above figures to illustrate the calculation of a break-even
poi nt . The vari abl e cost being $1.00 per unit and the selling

price $1.50, each unit produced and sold will contribute $0.50 to-
war ds paying the $1,000 fixed costs.

Ask trai nees how nmany units nust be produced and sold before all

fixed costs are paid for:

$1,000

= 2,000 units (break-even point)
$0. 50

Clearly for 2,000 units the following figures will apply:

Fi xed Costs $ 1,000
Vari abl e Costs 2,000 x $1.00 $ 2,000
Total Costs $ 3,000
Sal es 2,000 x $1.50 $ 3,000
No Surplus, No Loss 0 (= break-even)

The fornula for break-even cal cul ations can easily be derived from

t he above:
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ELXED COSTS
Br eak- even point =
I NCOME PER UNIT OF - VARI ABLE COST PER
PRODUCTI ON UNI T OF PRODUCTI ON

Distribute the exercise and allow trainees up to 30 minutes to
conpl ete the exercise on their own. |f possible, the exercise fig-
ures should be replaced by actual trading figures for a local co

operative society. When trai nees have finished ask themto give
their answers. Ask one who has the right answers as below to ex-
plain his calculations to any trai nees who have nade m st akes.

Ensure that all trainees understand how to cal cul ate the figures
and how to read the results froma graph. Their answers should be

as foll ows:

Question 1: A |l oss of $1, 000

Question 2: Eixed Costs: wages and sal aries $8,000, depreciation
$500, of fice supplies $300, insurance $200, interest
charges $2,500, nenber education $500, tel ephone
$200, electricity $300, tax $100, audit fees $200,
conmmi ttee nenber allowance $200 - Total $13, 000.

Variable Costs: Costs of produce paid to farners
$80, 000, transport hire $1, 000, casual |abour $1, 000,
fumi gation $1, 000, bags $5,000 - Total $88, 000.

Vari abl e Cost per ton $88.
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The  graphical presentation and

foll ows:

Fixed Costs

solution to question 2 is as

Break-even Point (I,083)

d

100 200 300 400 500

At 900 tons -
Variabl e Cost - 900 x
Fi xed Cost $13, 000
Cost $92, 200

$ 2,200

Tot al

Loss

At 1,100 tons -
Vari abl e Cost -
Fi xed Cost $ 13,000
Total Cost $109, 800

Sur pl us $ 200

600 700 800 900 I000

Sal es $90, 000

$88 = $79, 200

Sal es $110, 000
1,100 x $88

$96, 800

II00 I200 I300 Volume
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At 1,200 tons - Sales $120, 000
Vari abl e Cost $105, 600
Fi xed Cost $ 13, 000
Total Cost $118, 600
Sur pl us $ 1,400

$13, 000 Fi xed Costs divided by ($100 - $88) i.e. $12
per ton contribution to Fixed Costs equals 1, 083. 33

ton.

At $95 per ton 1,250 tons equals Sales $118, 750,
Vari abl e Costs $110, 000, Fi xed Costs $13, 000, Tot al
Costs $123,000 - Loss %4, 250. The society would

t herefore have been worse off to lower its price

The soci ety woul d have nmade an additional contribu-
tion of 200 tines ($93 - $88) i.e. $1,000 and woul d
thus have elimnated the | oss. They shoul d have done
this so long as the low price did not |ead other cus-
toners to denmand price deductions in that or subse-

quent years.
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1981 Trading results in the society were as foll ows:

Sales 1,000 tons @ $100
Less Purchases from nenbers 1,000 tons @ $80
G oss Margin

Expenses

Per manent Staff Wages and Sal ari es
Transport Hire Charges

Depreci ation

Ofice Supplies

| nsur ance

Casual Contract Labour paid on a per ton basis
I nt erest Charges

Menbers' Education Course

Fum gation (charged per ton)

Tel ephone Char ges

Electricity

Property Tax

Audit Fees

Conmi ttee Menbers' Meeting Al |l owance
Bags

Assi gnment

$ 8,000
1, 000
500
300
200
1, 000
2,500
500
1, 000
200
300
100
200
200
5, 000

Sheet 6

$ 100, 000

§ 80.000
$ 20,000

1) What surplus or loss did the Cost Conscience Society make during

19817

2) List the Fixed and Variable Costs of the society. How nuch does it

cost to buy and sell one additional ton of produce? Draw a break-

even graph illustrating the society's results.

3) What surplus, or loss, would the society have made if the price had

remai ned the sane but sal es had been

- 900 tons?
- 1,100 tons?
- 1,200 tons?



At what sales level in tons, at the present price, would the so-

ciety have "broken even"?

If the society had lowered its price to $95 per ton and had as a
result sold 1,250 tons, would they have done better or worse than

they actual ly did?

The society was offered an additional order for 200 tons at $93 per

ton. Should they have accepted it?
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PRICI NG I N PRACT| CE

hjective: To enable trainees to fix prices in relation to costs,

demand and conpetitive behavi our.

Tige: 3 to 5 hours.

Materjial . Handouts for four textile mills and three cotton growers'
societies. Lined witing paper and carbon paper

: . i d

1) Explain that trainees are about to participate in a business

gane", which in a brief period simulates the experience of buying
and selling in a conpetitive environment. Four individual trainees
will act as "Buyers" for four separate textile mlls. They have to
buy cotton for their annual production, while the remining
trainees will be divided into three groups representing three sep-
arate cotton growers' societies. They have to sell their cotton

for the highest possible price to one or nore of the textile nills

Start from sone general indications given in the handouts shortly
to be distributed. Nei t her the buyers nor the sellers know the
prices to be charged, the exact denmand or the production capacity

of the other suppliers.

Select four trainees to act as "Buyer" for the four textile mills
A, B, Cand D. Divide the remaining trainees into three groups,
each to represent one of the three cotton growers' societies X, Y
and Z. |ssue each of the textile mlls and each of the groups rep-
resenting the cotton growers' societies with a buyer's or seller's

handout . It is vital that none of the buvers or the sellers should

see the handouts of other buyers or sellers at any point during the

ganme.

Allow trainees to read and if necessary ask questions about their

handout s. Ensure that any questions are asked and answer ed
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privately so that other groups or individuals are not able to find

out anything about the content of each others' handouts.

The procedure to be followed in the game is as foll ows:

a) The buyers send inquiries for particular quantities of cotton

to such growers' societies as they wish to contact.

b) The societies respond to these inquiries with quotations for

the quantity requested.

c) The textile mll buyers place orders for the quantity quoted

for, if they care to

d) The growers' society accepts the order.

Stress that no order can be considered as finalised until it has
been accept ed. Cotton growers' societies may send quotations to
buyers w thout having first received an inquiry if they think fit.

Stress that all transactions are to take place in witing, that
both buyers and sellers nmust retain copies of every nessage which
they send and that the trainer is to be the only conveyer of

nessages.

I f possible |ocate each buyer in a separate corner of the centra
room and each group representing a growers' society in a separate
room adj acent to the central room If there is not enough space
avail able, locate the groups in such a way that it is inpossible to
over hear di scussions taking place in an individual group

Start the gane by inviting the mill buyers to send inquiries as
they think fit. Poi nt out that the gane is conpleted either when
t he buyers have purchased all they need, the societies have sold
their conplete crop or the trainer decides that time has run out.
The winning textile mll is the one which buys its full requirenent
at the lowest price, while the winning growers' society is the one

whi ch makes the highest profit during the period.

It is vital during the process of the gane that the trainer should

ensure that the growers' societies do not accept orders for nore
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than their capacity of 400 bales, that the textile m |l buyers do
not place orders for nore than a total of 250 bal es each and t hat

trainees are in general not maki ng obvi ous mat henatical errors.

Each textile nill buyer or growers' society should, when it has
earlier bought its full requirenent or sold its full production
subnmit a profit and | oss account to the trainer for final eval ua-

tion.

The gane should | ast between 45 ninutes and two hours: when t he
gane has been conpleted and the results have been announced it is

vital to allow tine for discussion of what has been | earned.
The foll owing points should arise as a result of the gane:

- It is usually unwise for a society to attenpt to obtain too high
a price for its produce. Sone orders nay be received but the

cost of unused capacity and therefore fixed costs which remain
the same regardl ess of production will nobst probably exceed the

benefit gained fromthe higher prices.

- It is also dangerous to quote too low a price; the society with
the I owest prices will probably sell all its production first

but will not nake a high surplus

- A conpetitive quotation is of no value if it arrives too |ate;

speed and accuracy must be conbi ned in business transactions.

- Al societies should work out their basic costs in preparation
for inquiries which are expected. They should not wait until

they receive inquiries before calculating costs.

- It is vital for both societies and buyers to record all orders,
inquiries and quotations carefully. Al'l messages passing be-
tween them rmust include the nane of the supplier and the ad
dressee as well as the price and the quantity on which it is

based.

- Some suppliers may budget for under-used capacity by allocating
their fixed costs over a snaller quantity than their capacity,
such as 300 bal es. O hers may estimate their costs on the
basis of selling their full capacity but add for the risk of not

doi ng so by adding to the profit margin. It is inportant that



trai nees should appreciate that the fixed costs remain the sane

however nuch produce is sold.

vari abl e costs as wel |

wel |

The tota

sal es nust cover the

as the fixed costs and yield a surplus as

The final results should of course be presented on chal kboar d/ CHP

Typical results for the societies are presented on the foll ow ng

pages:

X Society

Sales

250 to M1l B @%$32
150 to MII C @$%$35
Tot al

Production Costs
Fi xed

Vari abl e 400 x $15
Tot al

Selling Costs
Fi xed

Variabl e 400 x $4
Tot al

Delivery Costs
250 x $6

150 x $8

Tot al

Total Costs
Total Surplus

2,000

400

1,500

8, 000

2,000

2,700

8, 000

13, 250

550



Sales

150 to M1l A @$35
50 to MII C @%$35
200 to MIl D @ $38
Tot al

Production Costs
Fi xed

Vari abl e 400 x $15
Tot al

Selling Costs
Fi xed

Vari abl e 400 x $4
Tot al

Delivery Costs
150 x $8

50 x $10
200 x $7
Tot al
Total Costs
Total Surplus

2,000

400

1,200
500

8, 000

2,000

3, 100

Sheet 3

5, 250
1,750

14, 600

13,100
$ 1,500



ZSociety $ $ $

Sales
50 to MII C @ %40 2,000
100 to MII A @ %40 4,000
50 to MI| D @ $40 2,000
Tot al 8, 000
Production Costs
Fi xed 2,000
Variabl e 400 x $15 3,000
Tot al 5, 000

Selling Costs

Fi xed 400
Vari abl e 200 x $4 800
Tot al 1, 200
Delivery Costs

50 x $10 500

100 x $9 900

50 x $10 500
Tot al 1, 900
Total Costs 8,100

Total Loss ($ 100)
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Role Play Brief - The Cotton Growers' Society

Your society sells cotton. There are four textile mlls who make up
the market and they are believed at the noment to be paying between $25

and $45 a bale. Your maxi num capacity for the period of this ganme is

400 bal es. Your production, selling and distribution costs are as
fol |l ows:

Production Costs :

Fi xed Costs of ginnery, machinery and adm nistration = $2, 000
Variabl e Costs of cotton bought from nenbers = $15 per bale
Selling Costs:

Fi xed Costs of Sales Ofice = § 400
Variabl e Costs of agents' commi ssion = $ 4 per bale

Delivery Costs

(Deternmined by size of each order; all orders nust be quoted on a de-

livered price basis and delivery costs nmust be borne by the society).

Quantity Total Cost Cost per Bale
50 bal es $ 500 $ 10

100 bal es $ 900 $ 9

150 bal es $ 1,200 $ 8

200 bal es $ 1,400 $ 7

250 bal es $ 1,500 $ 6

300 bal es $ 1,650 $ 5.50

350 bal es $ 1,750 $ 5

400 bal es $ 1,850 $ 4.62

The profit to be nade depends on the nunbers sold and the price re-

ceived. The society making the nost profit will be the winner.

The society's staff nust work out quotations for inquiries received
fromindividual buyers, or may submit quotations to buyers even if they
are not solicited. You nmust fix a selling price which will both secure
orders and earn you the best profit. You nmust comrunicate with the
four textile mll buyers in witing and in no other way, and your
quot ati ons or acceptances of order must clearly indicate who has sent
them and to whom they are addressed as well as the quantities and

prices invol ved.

You must keep a record of all quotations and conpleted transacti ons and

mai ntain a running total to ensure you do not supply nore than your

total capacity
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Role Play Brief : Textile MIIl Buvers

You are a buyer for one of four textile mills and it is your job to buy
250 bal es of cotton at the best possible price. There are three co-
operative societies fromwhomyou may buy cotton and you may not be
able to buy all you require fromone society. You can conmunicate with
the three societies at any tinme, to place orders, expedite inquiries or
negoti ate prices. This nust be done only in witing and it is vita

that every communi cation carries a note of who has originated it, to

whomit is addressed and the quantities and other details involved. It

is vital that you should keep a record of all inquiries and orders
sent, and also of your progress towards obtaining your tota
requi renent of 250 bal es. The wi nni ng buyer is the one who buys his

full requirenent for the | owest total average price.
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SESSION 14
DESI GNI NG A MARKFTI NG M X
hjective: To enable trainees actually to apply the content of pre-
Vi ous sessions to a real marketing situation.
Tine: 3 to 4 hours plus advance preparation
Material - Case Study "The Kansai Co-operative Dairy" (from Sess. 4)
Mar keting Research Data.
Assignment "A Marketing Mx for Kansai Co-operative"
Cess] i de:
1)  Renind trainees of the situation faced by the Kansai Co-operative

Dairy in Session 4. |If necessary, ask trainees to read "The Kansa
Co-operative Dairy" case study from Session 4 again. Distribute
copi es of the "Marketing Research Data" and warn trai nees that they
will be asked to design a specific marketing nix or plan for the
dairy society in this com ng session. They nust read the materi al
carefully, well before the session and evolve their own provisiona

concl usi ons.

Di vide trainees into groups of three or four nenbers and distribute
the assignment. Allow up to two hours for each group to prepare a
mar keti ng plan for the Kansai Society. Stress that they nust be
prepared to present and justify specific decisions on each ingre-
dient of the marketing mix as well as to show the trading results
whi ch they expect during the first year of direct marketing of mlk
by the Kansai Society. Each group shoul d appoi nt a spokesnan, and
they may care to use flip charts or other display nethods to assi st

their presentation

Reconvene the groups. Ask each group's spokesman in turn to pre-
sent his group's conclusions and summari se them on chal kboar d/ OHP

in the following form
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Packi ng:

Retail Selling Price:

Di stribution Margin:

Society's Selling Price:

Soci ety's Costs:

Di stribution Managenent

and Adm ni stration:

Menbers' Price

Di stri buti on Channel s

Transport

Pronoti on

Anticipated Daily Vol unme

Sur pl us/ Loss

Goup A Goup B Goup C

d ass bottles

35 cents.

4 cents (to allow for handling enpty
bottl es).

31 cents.

Processing 2 cents, bottling 3 cents,

transport 1 cent and pronotion 1 cent.

$2, 000 per nonth.

24 cents.

Direct to schools, college and hospital,
via supernmarkets and | ocal shops for al

ot her custoners.

Deliver to institutional custonmers and

retail shops by society.

Initial announcenent through adverti sing
site rental for six nmonths plus 500

posters.

9,000 litres at 31 cents is $2,790
dropping to 8,000 litres during four
nmont hs of school and col | ege hol i days,
$2, 480.

Break even, advertising to be dropped
after first nonth, menbers' price to be
i ncreased to 25 cents or nore dependi ng

on results.
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Eorecast of Trading Results for first yvear of direct marketing of

mlk.

Sales - Minth 1

30 days x 9,000 litres x 31 cents $ 83,700
Cost of MIk - 9,000 litres x 24 cents § 64,800
G oss Margin $ 18,900

Bottling, Processing and Transport,

30 days x 9,000 litres x 6 cents § 16,200

$ 2,700

Managenent and Administration $ 1, 000
Pronot i on:

Sign Painting $ 100

Site Rental for six nonths $ 500

Posters 100

0

Sales - Months 2 -_12

30 days x 9,000 litres x 31 cents x 7 nonths $ 585, 900
30 days x 8,000 litres x 31 cents x 4 nonths $ 297,600

$ 883, 500
Cost of Mk $ 684,000
G oss Margin $ 199, 500

Bottling, Processing and Transport,

(85,500 + 57,000 + 28, 500) $ 171,000

$ 28,500
Managenment and Admini stration $ 22,000
Net Surpl us $ 6, 500

The new di stribution manager and his staff would be appointed three
mont hs before the society actually has to start marketing its own
mlk. The accunul ated deficit of 3 x $1,000, i.e. $6,000, would be
covered by the $6,500 surplus, leaving $500 for additional prono-
tion as necessary. The society should pnot anticipate making a sur-
plus on the first year's trading, and any |oans that are necessary

shoul d not have to start being repaid until the second year of

di rect marketing.



4) One possible suggestion is included as an exanpl e above; whatever
their suggestions, trainees nust have included the follow ng points

in their presentation

- Consuners' present dissatisfaction is not resulting fromprice
but from poor packagi ng and unreliable storage and delivery;
qual ity nust be assured before any thought is given to | ower
prices and |l ower prices may well give the inpression of | ower

quality if they are introduced at first.

- Consuners will in future be free to buy from wherever they
choose, and the Kansai farners will have to be prepared for com
petition fromother suppliers. They cannot expect to perpetuate
t he NCC nonopol y. The society nust also offer the best outlets

for its nmenbers

- Distribution channels can be persuaded to stock and sell a pro-
duct by an appropriate nmix of generous discounts and a quality

product, effectively pronoted.

Menmbers shoul d not necessarily expect to inprove upon or even to
equal the return they were used to from NCC, they nmust be pre-

pared to invest in the establishnment of the new narket.

Al t hough the secondary schools, the technical college and the
hospital are buying insufficient quantities to take delivery in
churns without individual packaging this would be | ess conven
ient for them and woul d associ ate the change from NCC to Kansa

with a | owered standard of service; this nust be avoi ded

The Kansai Society nust avoid the risk of "over selling" as well
as of failing to sell enough. Failure to deliver would all ow
conpetitors to enter the nmarket. They nust allow for farners
own consunption, for seasonal supply variations and for an in-
crease in demand as a result of the anticipated inproved ser-
vice. The initial expected demand nust either be well within
exi sting production with sone arrangenent for disposal of the
surplus, or there nmust be arrangenents for purchasing bul k sup-
plies fromelsewhere if there is no reserve from Kansai nenbers

t hensel ves.

- The new venture represents an inportant and demandi ng step for

the society; managenent and adni nistration nmust be effective

and adequately staffed.
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Kansai should attenpt to associ ate sone new and i nproved fea-
ture, such as different packaging, with the changed arrange-

nents; custoners' dissatisfaction with NCC should not be al-

lowed to develop into dissatisfaction with mlk in general

The pronotion nmessage shoul d stress whatever changes are pro-

posed, and the local origin of the mlK.
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s _ Marketing Mx f L o .

The manager of the Kansai Co-operative Society was justifiably satis-
fied. He had succeeded in obtaining a |large anount of infornation
about the local market for the society's nmlk. He had worked very hard
to obtain this and had in addition persuaded a | arge nunber of conmit-

tee nmenbers, farners and others to assist. He had presented all the
information to the president of the society but was rather di sappointed
to be told that this was only the first stage. Now he had to answer

the foll owi ng questions:

- What price will the nilk be sold for to the final consumer?

- What marketing channels will be used to sell the mlk?

- What distribution margin will be given to these channel s?

How much will nmenbers thensel ves receive for their mlk?

- What form of transport will be used?

- How wi || the society pronote the new arrangenents and what nessage
will be put over in this pronotion?

- How much milk will the society expect to sell under the new ar-

rangenment s?

Answer the above questions for the manager, thus evolving a marketing

m x for the Kansai Co-operative Dairy.

Produce a forecast of the trading results which the society can expect
for its mlk marketing operation during the first 12 nonths if they

foll ow your recomendati ons
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- Popul ati on 30, 000
- 100 seni or governnment and ot her upper class househol ds.
- 400 junior officials and snmall busi ness owner househol ds.
- 4,500 working class househol ds
Average Milk
Households Consumption | Where Milk Price Problems
Per Day Bought
Upper Class 3 litres Supermarkets, |35 - 37 cents|Poor Packaging,
Delivery Boys Poor Quality
Middle Class 2 litres Supermarkets, 35 cents Unavailability,
Local Shops Poor Packaging,
Poor Quality.
Working Class 14 litres |[Local Shops, 35 cents Unavailability,
Vendors 32 cents Poor Quality.
. . I
- 10 primary school s consunme on average )
20 litres a day. )
- 1 secondary school consunes on average )
100 litres a day. ) Al buy direct
- 1 technical college consunes on average ) from NCC at 32
50 litres a day. ) cents per litre

- 1 hospital
100 litres

20 restaurants,

from | ocal

consunes on average

a day.

hotel s and tea shops average 20 litres a day and buy

shops.

Marketing Qutlets

- One supernmarket buys 500 litres at 30 cents.

- 40 smal |

i ndependent shops buy 200 litres a day at 32 cents.




Al'l buy from NCC for cash and all conplain of erratic deliveries,

br oken packages and stale mlKk.

Iransport

Buses and jitneys cover outlying areas and can deliver goods, but
no regul ar delivery services within the town.

- Most milk is bought in the shop and taken home by consuners, sone
delivery rounds are operated by unenpl oyed yout hs, charging 37

cents for the mlk.

- The cost of delivering mlk fromKansai to |ocal outlets in bulk is

$1 per hundred litres.

Pronotion
- Posters can be put up outside shops at no charge apart fromthe

cost of the labour involved in persuading the shopkeepers to co-

operate; cost of posters $25 per 100 or $100 per 500.

- Sone | arge advertising sites are available in the centre of the
town and can be rented for three nonths at a cost of $250 plus the

sign painting (estimted at $100).

Cost of Processing

The cost of collecting and processing the mlk prior to packaging is

two cents a litre.

kagi I :
The extra cost of packaging is cal cul ated on the assunption of approxi-
mately 8,000 to 10,000 litres per day being processed, and that any

capital requirements could be financed by a |loan fromthe Co-operative

Devel opnment Bank to be repaid over five years.

- I ndi vidual plastic bags two cents a litre.
- Tetrapacks five cents a litre.
- G ass bottles three cents a litre.

- 50 litre churns nil



Sheet 6
Managenent

A qualified and experienced distribution nmanager can be appointed for

$1,000 a nonth sal ary and expenses. The nmanagenent task night be per-

formed by the existing staff, if necessary.

- .

Two invoice clerks would be needed, at $300 a nopnth each
bution clerk at $200. Thei r

and a distri-

associ at ed expenses woul d anpbunt to a

further $200 a nonth. It might be possible to "get by" with one clerk

and the existing transport controller.
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SESSION 15
ACTI ON PROCGRAMVE AND COVM TIVENT
hjective: To enable trainees to apply what they have |l earned to
situations in their own societies.
Tine: Up to one day.
Session Quide:

Trai nees shoul d have been told at the begi nning of the course that they
woul d be expected to describe a marketing problemthat exists in their
society and to prepare a plan which tackles this problemand which they
will inplement when they return home. They shoul d have been reni nded
at frequent intervals during the course of the need to apply the na-
terial in the sessions to their own situation and in particular to
identify one particul ar problemwhich the course will help themto
solve. The purpose of the final day is to give themthe opportunity to
devel op a solution to their particular problemin consultation with a
nunber of other trainees, and to present the solution to the whole

group for criticismand di scussion

The probl ens and sol uti ons chosen by trainees will be unique to each

trai nee and his organi sation, but typical exanples m ght be:

Probl em: For a rather long time | have been under pressure from ny
conmittee to devel op poultry schemes anong our menbers and to narket
the eggs in our neighbouring city. | have hesitated to do so, because
| have never been sure that we would be able to sell all the eggs the
commi ttee has planned that the menbers shoul d produce. On the other
side | have never been able to convince ny conmittee about the risks in

starting an enterprise of this kind either.

Solution: | shall now suggest to the conmttee that we plan and carry
out marketing research according to the nodel outlined in this course
That will help us to nake the right decision on the matter. | shal
di scuss this with themimediately on ny return to office and the whol e

research shoul d be conpleted within four nonths from now.



Problem Qur society has al ways had one exclusive outlet for the veg-
etabl es that our nmenbers produce. | have had a feeling lately that we
have beconme too dependent on this man and that he is utilising us, but
I have not been quite sure. My conmittee is satisfied with matters as

they are.

Solution: Now that | know the pros and cons of having one excl usive

outl et as conpared to several ones, | shall investigate whether we
should find alternative market outlets for our vegetables. | know how
to go about it. I will discuss it with the comttee, nake a strategy

for the investigation and then inplenent it. Wthin two nonths | shal
know

The tinme avail able should be divided into two periods - the consultancy
peri od and the presentation period. During the consul tancy period the
trai nees should be divided into groups of three to four people. The
groups should not contain trainees of the same co-operative and ideally
shoul d include trainees fromdifferent backgrounds. In this period
each trai nee should be allowed about 30 minutes to present his problem
and proposed solution to the other nmenbers of the group, who are ex-

pected to comment and hel p develop a solution to the problem together

with atinetable for its inplenentation

During the presentation period each trai nee should have at |east ten
m nutes to present his problemand solution to the whole group, and to
hear and react to at least a few of their comments. In this brief

period the trainee nust:

- Descri be the problem

- Descri be the solution

- Descri be how the solution will be "sold" to whoever is involved.

- State a specific date by which the plan or progranme of action wll

be conpl et ed.

Trai nees who are in a position of authority in a co-operative may feel

that it is unnecessary to "sell" their idea to their subordi nates.
Such trai nees should be warned that subordinate staff will contribute
nore efficiently to the work of the co-operative if they believe what

they are doing is useful rather than if they do it out of fear or

si npl e obedi ence.
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I f possible a brief reunion of the trainees on the course should be ar-
ranged to take place after an appropriate interval. If this can be
done trai nees should be asked to state what parts of their plan can be
i mpl emented by this date so that progress could be conpared with their
earlier intentions. The reunion would not only be a useful course
eval uation exercise, it wuld also provide a powerful incentive to act-

ual inplenentation of the stated pl ans.

The actual tinming of the "consultancy" period and the presentation
period will depend on the nunber of participants in the course. Ensure
that each trainee has at least 30 mnutes to discuss his problemwth
other trainees in his group and that at least ten minutes is devoted to
a presentation to the full group of course nenbers. In order to ensure
that these mininumtinmes are allowed to each trainee the nornal session
hours shoul d be extended or sone tinme should be allowed during the pre-
vi ous day. The session is inportant since it provides an effective
"bridge" between the course material and the normal environnent of the.
trai nees. It also ensures that the trainees regard the conpletion of

the course not as the end of training but the beginning of personal im

provement on the job.





