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AN AGRICULTURAL CO-OPERATIVE

A farmer needs to huy "inputs" for his farm things |ike
seeds and fertilisers. After harvest tine he wants to sell

hi s produce.

Many farmers believe that it would be better to buy their

inputs together and to sell their total produce together,
rat her than each individual buying and selling as best he

can. To do this they formagricultural co-operatives.

Such co-operatives are called marketing and supply co-oper-
atives, because pmarketing nmeans to find ways of selling,

supply means to arrange for things that are needed.

Some agricultural co-operatives offer very good services to
t heir nenbers. O her co-operatives may do well at first
but soon get into trouble. Howis it that co-operatives
devel op so differently?

O course, the econony of a co-operative nust be in order;
if not,it may soon find itself out of business. Marketing
and supply services can function properly only if the co-
operative | eaders understand the "econom cs" of running a
co-operative.

In this MATCOM El enmrent we will study the basic econonics
of agricultural co-operatives. First, we will |earn about
t he marketing busi ness: how it works from an econom c
point of view Then we will go on to the supply services.
Finally, we will study the way several different co-oper-
atives operate, in order to | earn about some conmmon prob-

| ens. Check the list of contents on page 1 before you
begi n readi ng.
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MARKETING

The marketing service of a co-operative is - in principle -
very sinple.

How it works:

@ The nenbers deliver
their produce to the
co-operative.

@ The co-operative sells
t he produce "on the
market" at the best
possi bl e price.

@ The co-operative passes
on the noney to the nem
bers who have delivered
t he produce.

When we tal k about "the market", we do not nean one specific
mar ket - pl ace. I nstead, we nean all possible buyers of the
produce. It could be mlls, factories, foodstores, a nar-
keting board, and so on. The co-operative has to find the
best buyer "on the market".



Let us conpare a nmarketing co-operative with a private
produce-dealer. \Wat is the difference?

The-private- dealer:

A private deal er usually buys the produce fromthe farnmer.
He pays the farmer as |little as the farnmer will accept and
then he sells it for as much as he can get. The profit
goes into his own pocket.

The co-operative:

The aimof a co-operative is to nake the best profit it can
for its nmenbers, the farmers. The co-operative collects

t he produce and sells it - on behalf of the farnmer - for

as much as it can get. The entire inconme belongs then to

t he menbers thensel ves. There is no private deal er or other
"mddle man" to reduce the producers' profit.

W have said that the marketing aspect is - in principle -
very sinple. In practice, however, the actual procedures
maybe rat her conplicated. To nake sure that the produce is
sold for the best prices and that their business affairs are
properly handl ed, the nmenbers of the co-operative need to
appoi nt a nmanagenent comittee and a nanager.

The conmmittee and the manager will have many "econom c
matters” to discuss. Here are some exanpl es of such ques-
tions:

What will it cost to run the co-operative society
(wages, transport, etc.)? Ww wll pay these costs?
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When and how shoul d we pay the nmenbers for the produce?
(The problemis that nmenbers want paynent already when
they deliver the produce, but the co-operative may not
have any noney until it has sold the produce on the

mar ket |ater on.)

How shoul d we rmanage our business so that farners really
benefit from bei ng menbers of a co-operative?

On the follow ng pages we will take up these questions as
we di scuss "the basic econonmics" of a marketing co-operative.

ital | 2l

Wt hout a certain amount of noney (CAPITAL), a marketing
co-operative cannot help its menbers. Think about all the
expenses involved in collecting, storing and marketing the
produce:

® A war ehouse w Il have to be bought or rented so that
menbers of the co-operative can bring all their pro-
duce together in one place.

o The co-operative will need equi pnent, such as a
wei ghi ng machine, a safe to put cash in, a table and
sonme chairs for the office.

o The co-operative will require cash to pay its nenbers
for their produce. (It wll later be able to recoup
this noney when it sells the produce on the narket,
but farnmers will want at |east an "advance paynent”
on delivery.)



So, capital is needed
for:

bui | di ngs
equi prent

advance paynents.

The capital, or the nobney which nust be raised to start a
co-operative, may cone from several sources:

- Share capital

Menbers can each put in a small anobunt of noney, which
will give thema share in the co-operative. This is
call ed "share capital".

Loans

Being, small farnmers, the nenbers may not be able to con-
tribute all the noney the co-operative needs to start
busi ness. Therefore, the co-operative may have to ask
for loans or contributions from other sources, e.g.
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devel opnent funds or banks. The | enders will probably
require the co-operative to pay interest and to pay
back part of the |loan every year.

No matter where a co-operative obtains its capital, it is
I nportant that the co-operative have enough noney to start
up its business and to keep it going.

Let us study the case of the Valda Agricultural Co-operative,
whi ch started sone years ago with marketing services for its
nmenbers, who were mai ze-growers. Capital was raised as

foll ows:

Share capital contributed by nenbers T$40, 000*
Gant fromthe | ocal governnent 10, 000
Loan fromthe co-operative bank 40, 000

TOTAL T$90, 000

The noney was used as follows:

Construction of the warehouse 7$50, 000
War ehouse and of fi ce equi pnent 5, 000
Cash remai ni ng 35, 000

TOTAL T$90, 000

Fi xed assets

The Val da Co-operative started with founding capital of
T$90, 000. The menbers spent T$55,000 on building a ware-
house and buyi ng equi pnent, including a weighing machine,
wooden pal lets to stack the bags of nmize, sone other store

*  We use an imaginary currency here, because this booklet is used in

many countries. We call it "Training dollars and cents' (T and ).
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equi pment and office furniture. Wthout these things, the
co-operative cannot operate. They are not for re-sale to
anybody. They are FI XED ASSETS of the co-operative and w ||

be used for several years in running the business.

i i tal

After paying for the warehouse and for essential equi pnent,
t he Val da Co-operative had T$35, 000 remai ning. Mdst of this

noney was used to pay nenbers an "advance" when they
delivered their maize. This was a cash paynent towards the

full price of their crop.

Later on, the maize was sold on the market. Buyers paid

t he Val da Co-operative nuch nore than T$35, 000, so the mem
bers were now given an extra "final paynent". But the co-
operative had to keep at | east T$35,000 so that it would be
abl e to pay an advance on the next crop.

This is how busi ness works. The nenbers are paid, the co-
operative recoups the noney fromthe buyers, sone of this
noney is used to pay for the next crop, and so on ...

The T$35, 000 was the Val da Co-operative's WORKI NG CAPI TAL.
It is the working capital that makes the tradi ng possi bl e.
It must always be available, not only in the beginning, but
for as long as we want the business to continue.

The Val da Co-operative was very careful wth its working
capital. O course, sonetines it had little noney left,

but then the warehouse was full of produce. Once produce
was sol d, the co-operative had plenty of noney again. The
wor ki ng capital represents the value of the avail abl e noney,
plus the stock of produce in the warehouse, at any one tine.

A sure way for a co-operative to go out of business is for
It to spend the working capital unwisely. It will then not
have enough noney to pay its nenbers for their crop at the
next harvest tine.



10 -

Runni ng costs

It costs noney to run a co-operative business. The staff
must receive their wages, assets and stock nust be insured,
the crop nust be transported fromfarmer to buyer, etc.
Where might a co-operative find the noney to pay for al

t hese RUNNI NG COSTS? Let us take an exanple fromthe Val da
Co-operati ve again.

One year the Valda Co-operative received a total of T$60, 000
after selling the nmaize crop. It had al ready paid T$35, 000
to its nmenbers in advance, and was now in a position to pay

t hem anot her T$25, 000. The co-operative would still be left
with the T$35,000 working capital that it had fromthe begin-
ning, and this would be set aside again to pay for the next
mai ze crop

But the co-operative cannot give the nenbers all the noney
that has been received for the mai ze. The co-operative nust
keep sone of it as a COM SSION or LEVY in order to pay for
the running costs. The running costs could be as high as
T$7,200 this year. So before giving nmenbers their final
paynment, the co-operative nust keen back a comm ssion of
T$7,200 fromthe income it will distribute.

T$60,000 - T$7,200 = T$52,800
COMMISSION TOTAL

SAﬁiing - FOR THE = PAYMENT TO
CO-OPERATIVE MEMBERS

e

RUNNING
Ccos7Ss

$ 52,800 ;>>

COLLECTED
g 60,000
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The comm ssion or |levy taken on the sales of produce in
order to cover the running costs is often given as a
percentage of total sales. This is calculated as foll ows:

Running costs
Total sales

100

For the Val da Co-operative this is:

ZST200 g o g

So it can be seen that the Val da Co-operative was worKking
on a conm ssion of 12%

Surplus

The sales and the running costs of a co-operative are dif-
ficult to predict exactly. But a wi se co-operative nmanager
al ways tries to plan and run the business so that there is
some noney |left over at the end of the year, once all costs
have been paid. This is what happened in the Val da Co-
operati ve:

COW SSI ON T$7, 200
- RUNNI NG COSTS - 6,000
= NET SURPLUS T$1, 200

The running costs were | ower than the conm ssion, so there
was sonme noney |left over. This is called the NET SURPLUS.
For a private dealer, this is the NET PROFIT. He puts it
into his own pocket. But a co-operative is different. W
said on page 5 that all the profit in a co-operative goes to
the nmenbers, because they are the owners of the business.

In a co-operative the net surplus belongs to the nenbers.
On page 20 we will discuss how the net surplus could nost
productively be used.
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SUPPLY SERVI CES

The Val da Co-operative was quite successful inits efforts
to market the nenbers' produce. After sone years, it was
suggested that they should also start to offer the nenbers
anot her service: suppl ying sone "farminputs”.

How it works

Based on the necessary surveys and planning, it was decided
that the co-operative should buy fertilisers and insecti-
cides fromsuppliers. These should then be re-sold to the
menbers of the co-operative.

d _)’_
CIoROJd -...’. ” &
= ‘A
FARM
SUPPLIES FARMERS
Because the co-operative was buying supplies for all its

menbers, it could buy in bulk, at a cheaper rate. In fact,
It could buy at the sane prices paid by private traders.
But a private trader would tack his own profit onto this
price before selling to the farmers. The co-operative, on
the other hand, is made up of farnmers, and any profit (sur-
plus) it nmakes on the business belongs to them

In the sane way that it cost the Val da Co-operative noney
to provide a marketing service to its nenbers, so it would
al so cost noney to provide a supply service.

The managenent of the co-operative had to plan the new
busi ness carefully. In particular they had to think about
the capital they would need to raise, and about how they
woul d cover the extra running costs .
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Capital
To start a supply service the Val da Co-operative needed nore
capital . First, they had to extend the warehouse to make

roomfor a stock of farm supplies and second, they had to
purchase the farm supplies.

The co-operative was able to raise a total of T$22, 000.

Part of this noney cane fromresources which had been built
up by the marketing business over a nunber of years. The
rest of the noney was provided by a bank | oan.

T$3, 500 was used for the \\\
extension to the warehouse. \Qg?/ g @{ ;
The menbers of the co- f/j\\\\ N

. . \ Z a‘-/\‘ ,C
operative did a |lot of the ﬂ/m

=

i

wor k t hensel ves, which kept
t he cost down.

Most of the renaining
T$18, 500 was used to buy
a stock of fertilisers
and insecticides.

These supplies were sold
to the nenbers. The sal es
provi ded noney again to
buy new stock. Trading
continues ....
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Runni ng costs

Suppose that the co-operative buys a drum of insecticide at
T$15, including the cost for delivery to the co-operative.
This is what we call the COST PRI CE. Suppose al so that the
co-operative sells the drumto a nmenber at the sane pri ce,
T$15. In this way the co-operative would get back its
wor ki ng capital and be able to buy a new drum of insecticide.
The business can go on ....

But there are also running costs involved in providing a
supply service. The marketing business paid its costs by

taking a conm ssion on the sales of nmize. The supply

busi ness can do sonething simlar by adding a MARK-UP to the
cost price and in that way "earn a MARGA N' on the sales to
cover the running costs.

For instance, if the co-operative adds a mark-up of T$2 on

the drumof insecticide, it can sell it at T$17.
TS$15 N T$2 _ T$17
COST PRICE MARK~UP SELLING PRICE

The Val da Co-operative worked out that the total running
costs for the supply services would be T$1, 800. Thus, they
must have a margin of $1,800 on the sales of supplies just
to cover the running costs.

Thi s equation shows how the Val da Co-operative planned its
supply busi ness:

T$18,000 T$16,200 T$1,800
EXPECTED SALES COST OF SUPPLIES MARGIN
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The margin can also be expressed as a percentage of the
sales . Val da's margin was T$1,800 out of the total sales

of T$18,000. That is a margin of 10%

T$1,800 yx 100 = 100
T$18, 000

The managenent decided to have a bit | ower margin on
fertilisers, but a higher one on insecticides. On average,
the margin was 10% enough to cover the running costs.

Unfortunately, sonething nearly always happens to reduce
t he expected margin. Let wus take an exanple:

The Val da Co-operative bought 100 bags of fertiliser. The
cost price was T$15 each. The mark-up was T$1.30 on each
bag, so a margin of 100 x T$1.30 = T$130 was expected for
the whole |ot.

But two bags were left behin
when the truck was | oaded.
Nobody noticed it. This
meant that the inconme from
the sales of this ot was
reduced. W say that they

had a "l eakage" of T$32.60.

Expected sales 100 x T$16.30 T$1,630.00
Actual sales 98 x TS$16.30 T$1,597.40
Leakage TS 32.60

Very often, thanks to | eakage and other |osses, the actual
margin is |ower than the expected margin. It is inportant
for a co-operative nmanager and his conmmittee to renmenber
this when they decide on their trade margins.
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Surplus

W renmenber from page 11 that the Val da Co-operative made a

surplus on their marketing business - there was sonme noney
| eft over when all expenses had been paid. It is equally

i mportant that the supply business give a surplus.

The Val da Co-operative had the following result fromtheir
supply services one year:

SALES OF SUPPLI ES T$26,000
COST OF SUPPLI ES - 23,400
GROSS SURPLUS ( MARG N) T$ 2,600

What is |eft when the co-operative has paid the suppliers
for all the goods is the margin, or GROSS SURPLUS. And we
know what the gross surplus should be used for: to pay the
runni ng costs.

GROSS SURPLUS T$2,600
RUNNING COSTS - 1,800
NET SURPLUS TS 800

The amount of noney left to the co-operative and its nenbers
after paying all the costs is the NET SURPLUS. On page 20
we Wi ll discuss what the net surplus should be used for.

kkkkkk

You have now exam ned sonme very basic principles affecting

co- operative business. Everyone - nenbers, commttee and
staff - shoul d have a good understandi ng of these matters.

The manager, whose job it is to run the day-to-day business
of the co-operative, nust have a nore thorough understandi ng

of these comercial terns as well as the rel ati onshi ps be-
tween t hem



Bef ore answering the questions below, work through the
summary on pages 18 - 19 to check that you have under st ood
t he basic principles.

Explain the basic functions of a marketing co-

operative.

Will farmers make more profit by:

- selling their produce individually to private
dealers, or

- joining a co-operative and selling all of their
produce co-operatively?

Give reasons for your answer.

Explain the basic functions of a supply co-

operative.

How much capital did your own co-operative start

with?
How was the money raised?

Make a list of the fixed assets of your own co-
operative and put an approximate value next to

each item.

How much working capital does your own co-

operative have?

How high were the running costs of your own co-

operative last year?

How much commission (in per cent) did your co-
operative deduct from the sales of produce last

year?

What was the margin (in per cent) on the sales

of farm supplies?
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THE OPERATIONS — A SUMMARY

- ™ /\'\a A e
~ o\ <ﬁ~ﬁﬁl¥>ﬁaé \y /= =
S \¥\\Z</<99’%~ / A=
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SALES

TOTAL PAYMENT
TO MEMBERS

= COW SSI ON

COW SSI ON

RUNNI NG COSTS
= NET SURPLUS

T$140, 000

- 132, 200

T$ 16, 800

T$16, 800

- 13, 200
T$ 3,600

On behal f of the menbers,
the co-operative sells the
produce at the best poss

i bl e price.

Most of the noney received
is given to the producers
(they may have received
sone i n advance).

The co-operative keeps a
fi xed percentage (a com

m ssion) to cover running
costs.

The comm ssi on nust be
hi gh enough to pay for
wages and ot her costs.

After the running costs
are paid, there should
still be a small anopunt
| eft over.
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Suppl y Busi ness

CCST PRI CE

+ MARK- UP

= SELLI NG PRI CE

T$15

T$17

When the co-operative buys
farm supplies fromthe
whol esal ers, it pays the
cost price.

To that price it adds the
mark-up ...

so that it gets a selling
price, the price the mem
bers are expected to pay
for the supplies.

SALES

COST OF GOODS
= (GROSS SURPLUS

GROSS SURPLUS

- RUNNI NG COSTS
= NET SURPLUS

T$38, 000

- 34, 200

T$ 3, 800

T$3, 800

- 2,600

T$1, 200

The sales will bring nore
noney into the co-
operative than it has
paid for the goods ...

so there will be a gross
surpl us.

The incone fromthe sales
is used to buy a new
stock of supplies ...

and the gross surplus
shoul d cover the cost of

runni ng the supply busi -
ness.

After the running costs
are paid, there should
still be a small anount
| eft over.
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HOW TO USE THE NET SURPLUS

Wien a co-operative makes a net surplus on the marketing of
produce, it nmeans that the comm ssion was hi gher than needed
to cover running costs. The nenbers could, in fact, have
been paid a bit nore for their produce...

Simlarly, when the co-operative nmakes a net surplus on its
supply services, it neans that nenbers were charged nore for
their farm supplies than was actually necessary!

Therefore, you mght think that a co-operative should not
make a net surplus. A co-operative should serve its nenbers
rather than seek to make surplus or "profits". In this
chapter we will show, however, that in order to give good

service a co-operative needs a net surplus.

The reasons are the foll ow ng:

@ 2llow for the unexpected

Busi ness plans and forecasts are based on certain assunp-
tions about the future. Because the future is uncertain,

it 1s unusual to get exactly the result you planned for. If
you plan for costs and gross surplus to be exactly equal to
each other (which would give you neither a net surplus nor
a loss), you may often end up with a | oss.

Planned Actual

Gross surplus T$5,000 Gross surplus TS$5,000

Running costs 5,000 Running costs 5,800

Net surplus 0 Net sSUrpids TS 800
Loss!!!

To aimfor a small net surplus nmeans to aimfor a "safety
margi n" in case of unexpected events leading to a drop in
sales or an increase in costs. Bad weather or a crop
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di sease nmay consi derably re-
duce deliveries. This neans
| ess income from sal es and
therefore | ess comm ssion.

O again, the cost of trans-
port m ght go up and increase
your running costs.

Aimng for a net surplus
hel ps to avoid a | oss.

@ Improve the co-operative and its service

In many countries the co-operative |aw says that 25% of the
net surplus nust be placed in the co-operative's "reserve
fund". Thi s noney becones the co-operative's own capital.
The noney can, for instance, be used as working capital to
I ncrease the range or quantities of farminputs. It can

al so be used for replacing or buying new fixed assets. In
this way, the net surplus can be used to inprove services
to menbers.

@® Replace borrowed capital with the co-operative's own

capital

The Val da Co-operative borrowed T$40, 000 fromthe bank

Thi s noney nust be paid back. Suppose Val da repays T$4, 000
each year. What happens to the total capital of the co-
operative? |t decreases, unless it is replaced by new
capital. The net surplus can be used to replace the capital

borrowed fromthe bank with capital owned by the co-operat-
ive. Thus, the amount of capital available is maintained.

@® Maintain stock levels

Extra working capital is needed to replace stock when prices
are rising. I f, for exanple, the co-operative has been buy-
ing 300 bags of fertiliser at a price of T$10 a bag, it

woul d need T$3,000 to make this purchase. |If the price goes
up to T$ll a bag, the co-operative woul d need T$3, 300 to buy
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the sanme quantity. The working capital nmust go up by T$300
just to maintain the sane stock level. This is possible if
a net surplus is available. So, a net surplus can be used
to maintain stock | evels when cost prices are rising.

£10 /BAe £13/8A6

PRICES
RISE

TJANUARY

@® Pay interest on shares

It is common to pay nmenbers | NTEREST on their shares.

For exanple, it mght be decided to pay nenbers T$0.05 each
year for every T$1l.00 they have contributed to the co-op-
erative. A nodest paynent of interest recognises that nem
bers woul d have got interest on their noney if they had put
it in a savings account at the bank instead of buying shares
in the co-operative. Interest, however, can only be paid if
there is a net surplus.

@ Pay bonus

When all the needs nentioned above have been consi dered,
there may still be a surplus left over. The co-operative
could then give this noney to the nenbers.

One inportant co-operative principle says that this surplus
shoul d then be distributed in strict proportion to the

busi ness each nenber has done with the co-operative. Mem
bers who have patronised the co-operative the nost, receive
nore noney than those who have had little business with the
co-operative. This paynent is called a BONUS or "patronage
refund”.
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One year the final accounts of the Val da Co-operative showed
the follow ng results:

MARKETI NG

(SALES OF PRODUCE T$273, 000)

COW SSI ON ON SALES OF PRODUCE T$32, 760
- RUNNI NG COSTS FOR MARKETI NG - 11, 260
= NET SURPLUS ON MARKETI NG T$21, 500
SUPPLY SFRVI CES

(SALES OF SUPPLI ES T$52, 200)

GROSS SURPLUS ON SUPPLY SERVI CES T$4, 800
- RUNNI NG COSTS FOR SUPPLY SERVI CES - 4,300

T $ 500

= NET SURPLUS ON SUPPLY SERVI CES

TOTAL NET SURPLUS = T$22, 000

What shoul d the co-operative do with this |arge net surplus?
We can see that nost of the surplus is comng fromthe

sal es of produce. Should the co-operative pay a big bonus
to the mai ze- growers?

I n di scussions at the Annual General Meeting, nenbers and
| eaders decided to use the net surplus in the foll ow ng way:
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The co-operative | aw of the
country required the placing
of 25%in the Reserve Fund,
whi ch comes to T$5, 500.

It was agreed to pay nenbers
5% interest on their shares.
Since the total val ue of
shares i s T$40, 000, the
anount to be paid out is
T$2, 000.

After the above deci sions,
T$14,500 still remained. The
menbers wanted to build up

t he co-operative's own capi -
tal, so they agreed to put
T$3,580 in a Special Reserve
Fund.

The renai ning T$10, 920 al -

| owed the paynment of a bonus.
This was cal cul ated as a set
amount of noney for each

kil ogramme of mai ze delivered.

This nmeant that farnmers who
had delivered nore nmaize to

the co-operative got a bigger
bonus.

Reserwe Fund 5,500
(J?"W)

/nterestf on
Shares 2,000

Reserwe Fomd
(Joeccal) 3580

Boruwws Yo
Provlece/cs /0,920

7ofal. 22,000

BONUS DISTRIBUTION

MEMBER "A"” QETS A
' BONUS,

MEMBER “A” HAD
DELIVERED 3 BAGS
. OF PRODUCE

BECAUSE

but MEMBER "8" GETS
4 TIMES THAT DONUS

/

s

and MEMBER "B* HAD
DELIVERED 712 BAGS
(4 TIMES MORE)
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Let us now see what happened to the capital available to

t he co-operative.

Before the net surplus was distributed,
the Val da Co-operative had the follow ng capital:

O Capital

Statutory Reserve Fund T$ 4, 000
Speci al Reserve Fund 10, 000
Menbers' Capital

Shar es 40, 000
Borrowed Capital

Bank Loan 40, 000
TOTAL T$94, 000

Because so nuch of the net
co-operative (placed in reserve funds),

sur pl us was

i nvested in the

the co-operative's

own capital grew, and the anmount of borrowed capital was
reduced by a repaynment of T$4,000 to the bank.
After the net surplus had been distributed, the Valda Co-
operative had capital as foll ows:
O Capital
Statutory Reserve Fund T$ 9,500 T"' 4,000 + 5,500
Speci al Reserve Fund 13,580 | <«=10,000 + 3,580
Menbers' Capital
Shar es 40, 000
Borrowed Capital
Bank Loan 36,000 | -«==40,000 -~ 4,000
TOTAL T$ 99, 080
Even after repaying T$4,000 on the bank |oan, the total capi-

t al

still went up

by about T$5, 000. Thus,

the working capita

of the co-operative could be increased, and services inproved.


ana
Own Capital
Statutory Reserve Fund
T$ 4,000
Special Reserve Fund
10,000
Members' Capital
Shares
40,000
Borrowed Capital
Bank Loan
40,000
TOTAL
T$94,000
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Own Capital
Statutory Reserve Fund
T$ 9,500
Special Reserve Fund
13,580
Members' Capital
Shares
40,000
Borrowed Capital
Bank Loan
36,000
TOTAL
T$ 99,080
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As we have seen, the Val da Co-operative had made a net
surplus of T$22,000. The noney woul d have cone in handy if
anyt hi ng unexpected had happened. But that year everything
went wel | . Even after paynents to reserve funds and interest
on share capital, alnost T$11l,000 was |left over to be distri-
buted to nmenbers as a bonus.

At the Annual Ceneral Meeting the nmenbers were able to
di scuss a nunber of issues relating to this net surplus and
to the services of the co-operative in general:

Sone nmenbers suggested that the co-operative should
reduce its conm ssion on the produce next year. In that
way nenbers woul d receive their noney earlier, wthout
having to wait a long tinme for a bonus.
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- OQher commttee nenbers said it would be safer to con-
tinue with the present policy and pay nenbers a bonus at
the end of the year, whenever possible.

Still other nenbers pointed out that the co-operative
nmust obtain enough capital to enable farners to be paid
a larger amount in advance when they delivered their
produce. They said that prices were going up so quickly
that they could not accept just a small advance paynent
with a long wait for the nmain paynent. By the tine the
mai n paynent arrived, it would buy | ess than expected.

These are matters that each co-operative nust decide for
itself. Any co-operative will need to be careful about
reducing its comm ssion or margin on sales. It may be
tenpting to do this after a particularly good year's trad-

i ng, but such a boomcould be followed by a bad harvest, or
a year when essential repairs have to be nade to the ware-
house. If a co-operative makes a good net surplus, it can
al ways give nore noney to the nenbers. But if it nmakes a
net loss, it nust ask its nenbers or the bank for nore
noney. The bank may decide that the |ack of a net surplus
shows the co-operative is not being managed very well, and
refuse to lend it any nore noney. The nenbers nmay grow

di scontented at having to pay extra noney into the co-opera-
tive, and decide to leave it.

2.1 How did you use the net surplus in your co-
operative last year? If there was no net sur-

plus, state the reason.

2.2 Which policy do you prefer: to plan for a big
or a small net surplus, bonus or no bonus, at

the end of the year? Give reasons.
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PROBLEMS

W have now descri bed how a typical agricultural co-oper-
ative operates. As you have noticed, the econonics of a
co-operative are not very conplicated. It is |like any

ordi nary business except that the co-operative nmakes a sur-
plus only to cover the running costs and to develop and im
prove the services given to nenbers.

In spite of this, it often happens that co-operatives run
into difficulties. What are the reasons? How can the
probl ens be avoi ded or sol ved?

Let us |l ook at a few exanples of co-operatives that have
got into trouble, and learn fromtheir m stakes.

Lavi ni Co- operative

The Lavini Co-operative made a good start with their supply
services. The first year they sold seeds and fertilisers
for T$64, 000, and all nenbers were paid as planned when the
co-operative received paynent for their produce. Lavini's
bank account was full. One of the commttee nenbers then

sai d: "Let's buy a truck, we can afford it." Nobody on

the commttee objected, so they bought a used truck for

T$25, 000.

WHY NOT BUY
THAT TRUCK=
WE'VE GOT
THE MONEY .

.-
SO
_—1

="/

-

N

NN
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Then it was tinme to get a new stock of seeds and fertilisers
for the comi ng sowi ng season. Only T$39,000 was | eft of the
wor ki ng capital, so they could not buy as nuch supplies as
in the previous year. The stock was soon sold out, and nem
bers conpl ai ned. "Way don't we use the mai ze-noney for the
time being...?" So they bought nore supplies for the noney
t hat was supposed to be used to pay an advance for nenbers’
mai ze

When nmenbers brought in their maize they were surprised to
find that they were paid a snmaller advance than in previous
years. The reason was, of course, that sone of the working
capi tal had been used for supplies that were still not paid
for by the nenbers. Wien the nenbers noticed that the co-
operative paid so little advance for the maize, many of
them preferred to sell to other deal ers.

The result was that the co-operative could not "earn" as
much in comm ssion as was planned. The commi ssi on was not
even enough to pay the wages of the staff. They had to dip
into the "mai ze-noney" again to be able to pay wages.

The co-operative was now in —‘

vicious circle. Wen the Less working capital
. . A 9

wor ki ng capital was reduced, Less trading

t he FraQ|ng decreased, the oot OO ssion

commi ssi on decreased and A N

More debts

No trust

| ater on the debts increases
The result was that the mem
bers | ost confidence in the
managenent, and the co-oper-

Coop kaput

The m stake the Lavini Co-operative nmade was that it used
wor ki ng capital for an investnment and to pay running costs.
Wt hout enough working capital, no co-operative can continue
to function properly.
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Cofaco Co-operative

Sone co-operatives fail to make a net surplus. I|nstead,
they end up with a | oss! What can they do to turn the | oss
into a surplus?

Cof aco, a cotton farmers' co-operative, presented this
report at the end of the financial year:

(Sal es of cotton T$248, 000)

Conmi ssion on cotton sales (8% T$19, 840
Costs of runnina the co-operative - 21.340
Net s loss:! TS 1,500

Cof aco did manage to earn a gross surplus of T$19, 840, but
this was not enough because the running costs of T$21, 340

wer e hi gher. | f Cofaco goes on like this,the co-operative
will collapse.

What can be done?

I f the managenment of Cofaco had been aware of the problema
bit earlier, they could have solved it by taking a higher
comm ssion fromthe nenbers. If they had taken 9% i nstead
of 8% they would have had enough noney to cover the costs:

9 x T$248,000 _
100 = T$22, 320

But Cofaco had pl anned that 8% conm ssion should be enough
so sonet hing nust have gone wong. For the next year they
had to put things right again by turning the loss into a
sur pl us. Let us see how this m ght be done.


rebeca


- 31 -

The problems of Cofaco Co-operative

WE NEED

TO SELL
MORE

PRODUCE...

... OR WE
SHoWLD

7%

of provluce 248, 000
- ay/m,mt
Ao /WW—QZ& 160

= Gommission 19, 840

(8%)

- Fenning - 2/ 340

= Nt o5ss /, 500

—_

WHY NOT DO
SOMETHING

ABOUT OUR |
RUNNING COSTS:

(
YES WE MuUsT

CERTAINLY
DO SOMETHING !

BuT WHAT ?

_ Y




One way to inprove the result would be to Lncrease the
] in order to cover the running costs.

Basically, there are three ways of doing this, as you can
see on the previous page:

(:) - Sell nore cotton (nore sales = nore
i ncome = nore com ssion)

(:) - Sell the cotton at a higher price (nore
i ncome = nore conmi ssi on)

<:> - Rai se the comm ssi on percentage.

But there is another way to inprove the result, nanely by

<:> - Lower the running costs of the co-operative.

The managenent conmittee of Cofaco discussed all these
possibilities with the manager. This is what they said:

Chairman: W certainly had planned to sell nore cotton than
we actually did, and that is the main reason why
we suffered a |oss. But we had a crop failure.
Who can foresee sonething |like that?

Manager : W were too optimstic in our estinmates. Let us
plan for a | ower incone next year and raise the
Levy to 100, because this could happen again.

Commi ttee- But having a bad harvest is very unusual here.
Menmber A On the contrary, | think that farnmers are in-
creasing their yields every year. And they nust
get some benefits fromthis. W nust hel p them
make a hi gher incone. Therefore, we should not
i ncrease our comm ssi on! Ei ght percent shoul d be
enough!

Conmmittee- We could increase both the sales and the conm s-

Menber B: sion if we had a larger nenbership.  Suppose we
get the farnmers on West Plains to join us. |
think they sell cotton for about T$30, 000 a
year. That would give us a conm ssion of T$2,400.

Manager : But then we may need nore | abourers in the ware-
house and the costs would increase



In this way the commttee discussed all four possibilities
menti oned on page 32. This is a summary of their neeting:

@ Sell more cottaon

Obvi ously the only reason for the decrease in cotton sales
was the bad harvest. Al nenbers had been | oval and sold
their crop through the co-operative. Therefore, the com

mttee was confident that sales would increase to T$290, 000
next year.

However, it was agreed that two of the commttee nenbers
shoul d organi se sone neetings with the farnmers in Wst
Plains with the aimof enrolling themin the co-operative.
This woul d strengthen the co-operative and possi bly increase
sal es by as nmuch as T$30, 000.

<:> Sell the cotton at a higher price

Research had shown that they could be paid T$0.10 nore per
kil ogramme for the cotton in a nore distant market town, but
they turned down this proposal, because freight costs would
i ncrease by T$0. 12/ kg.

5

The committee said no. This would be used only as a | ast

resort. The manager pointed out that a | oo conm ssion could
be charged, just as a "security neasure". The nenbers woul d
receive their bonus in any case if they nanaged to keep the
costs fromrising above 8% They woul dn't | ose anyt hi ng.

But the commttee feared that the nenbers would react nega-
tively if the comm ssion were increased.
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O

This possibility was di scussed thoroughly. These were the
yearly runni ng costs of Cofaco:

al \Wages and other staff costs T$12, 116
b/ Interest on |oan 750
¢/ Cost for building and equi pnent 2,050
d/  Transport costs 4,200
e/ Qher costs 2,224

TOTAL RUNNI NG COSTS T$21, 340

al WAges and other staff costs

As in nost co-operatives, wages and other staff costs we
the biggest itemof the running costs. The commttee mnmL
t heref ore consi der questions
l'ike:

How many staff nenbers are
real ly needed?

How hi gh wages will a rea-
sonabl e conmmi ssion all ow us
to pay?

The manager was the only em
pl oyee of Cofaco who was wor k-
ing full tinme. Labourers and
a record keeper were enployed part-tine during the collec-
tion season. In total, the costs for wages were T$10, 560.
But wages were not the only staff costs. Cofaco al so had
to contribute to the national social security fund and take
out worknmen's conpensation coverage for all enpl oyees.

These soci al costs anmpbunted to 100 of the wage bill.
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Cof aco al so allocated T$500 a year for the co-operative's
education and training programe. This was to cover train-
ing for staff and conmttee nenbers, as well as their nmem
ber education programmes.

So the total wages and staff costs were:

Wages T$10, 560
Soci al costs (1094 1, 056
Tr ai ni ng 500
Tot al T$12, 116

It was suggested in the neeting that Cofaco ought to enpl oy
a full-time clerk in case the West Plains farners joined
the co-operative. The treasurer nade sone cal cul ati ons:

I ncreased wages T$ 2, 600
Soci al costs (10% 260
Total 1 ncrease T$ 2,860

Clearly, the cost of enploying a clerk on a full-tinme basis
woul d cost nore than the antici pated additional conm ssion
of T$2, 400. The commttee rejected the proposal and decides
to continue using part-tine staff and, if necessary, extend
their worki ng hours.

b/ Interest an | oan

The nmenbers of Cofaco had not contributed all the capital
needed to start their business. They had borrowed noney

froma bank, and they still owed the bank a sum of T$12, 500.
They had to pay 7% interest on this loan, which is T$875 a
year. This cost, of course, cannot be reduced unless the

co-operative repays the loan. In fact, if they failed to
pay the interest, the whole anount woul d be due for repay-
ment inmmediately.

A bank not only charges interest, it also pays interest on
noney deposited. Sonetines the co-operative does not im
medi ately spend what it makes from sales, but instead puts
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it aside to be used for paynents which are due |ater.
Cof aco deposits such funds in a savings account at the bank.
There they earned a yearly interest of T$125.

So the interest charges were reduced a little as foll ows:

Interest paid to the bank T$875
- Interest received - 125
= Net cost of interest T$750

c/ Cost for building and equi poent

Because Cof aco owned their warehouse, they paid no rent.
This does not nean that the building was free. Wat were
the costs each year?

Wel'l, the building cost T$15,000 to construct. The annua
costs depend on the nunber of years the building will be
used. Thus the building would cost them T$7,500 a year if
used for only two years, and T$1l,000 a year if used for 15
years.

It is difficult to know in advance how long a building wll
be used. Therefore, it is a common practice to spread out
the actual cost over a period of 20 years. The annual cost
for Cofaco would then be:

IM%O-OQQ = T$750

It does not nean that the co-operative actually pays out

this anount every year. It is the calculated annual cost

of a building, and it is included anong the other running
costs. It is called DEPRECI ATI ON.
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Equi pment and furniture are treated in the same way. But
the "life-span" of these things is much shorter, so their
cost is usually depreciated over a 5-year period. The

wei ghi ng machine in the warehouse cost T$1,500. The yearly
depreciation, consequently, is T$300.

Costs for furniture and equi pnment that are expected to |ast
for less than five years are not depreciated. Instead, the
entire cost is included anong the other running costs for
the year in which the equi pnent is purchased.

In addition, there were of course nmmintenance costs. The
total annual costs for Cofaco's building and equi pnent were
t hus:

Depreci ati on of building T$ 750
Depr eci ati on of equi pnent 300
Mai nt enance 1, 000
Tot al T$2, 050

Is it possible to reduce these costs?

Mai nt enance and repairs nmay
be postponed from one nonth
to the next if the cash sit-
uation so requires. But it
is not advisable to put off
mai nt enance or repairs for
too long. You will either
shorten the life of the
bui | di ng or face higher
repair costs later on.

g C /' s
VL LN : /7//// i
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Once they have been cal cul ated, the depreciation costs can-
not normally be changed. But a well-nmaintai ned buil di ng
could last nmuch | onger than the depreciation period. After
that, there will only be the maintenance costs w thout the
cost of depreciation, so the overall cost of the building
wll be | ow

d/ Cotton transport

The transport of cotton had presented a real problemfor
the committee in the past. It was inportant to have re-
liable transporters, but the costs nust still be kept to a
mnimum  After the neeting, the chairman of Cofaco ap-
proached two ot her co-operatives, and they agreed to nego-
tiate with a truck owner for a joint transport contract.
The result of this "co-operation between co-operatives”
was that Cofaco saved T$600 the followi ng year, in spite of
an increased volume of cotton

CO- OPERAT/ON
BETWEEN
CO- OPERATIVES




e/ QO her costs

Here is a breakdown of the other costs the Cofaco Co-
operative faced:

| nsurance prem um T$ 510
Bank char ges 150
Post age 50
Stationery itens 290
Local travel 266
Ent er t ai nnent 264
Sundri es 674
Tot al T$2, 224

If a co-operative is running at a | oss, every single cost
nmust be carefully examned to see if it can be reduced or

avoi ded al t oget her.

So this is what the conmttee of Cofaco did. They agreed
that all kinds of entertainment should stop, thereby sav-
ing T$264. They al so succeeded in reducing costs for
travel and for stationery. Instead of printing their own
produce receipts, they used the standard forns provi ded by
t he Co-operative Union. In all, Cofaco reduced its "other
costs" by T$429 the follow ng year.
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Cof aca's success

By the follow ng year, the nmanagenent of Cofaco had turned

the co-operative's loss into a net surplus. Here is a sum
mary of how they did it:

This year Last year
Sal es of cotton T$302, 000 T$248, 000
Paynment to nenbers - 277, 840 - 228,160
Conmi ssi on (80) T$ 24, 160 T$ 19, 840
Runni ng costs:
Wages T$13, 900 T$12, 116
I nt erest 750 750
Bui | di ng and
Equi prent 1,900 2, 050
Transport 3, 600 4,200
O her costs 1, 795 - 21,945 2,224 - 21,340
Net surpl us T$ 2,215 T$ -1, 500
(loss!)

As you can see, the sales increased. It was a nornal harvest
again, and sone of the West Plain farners did join the co-
operative, which increased the total cotton sal es.

The increased deliveries of cotton neant nore work for the
staff, so wages were increased. But the nmanager coul d keep
the other costs down, as planned, and the very favourable
transport agreenent hel ped to create a net surplus. It was
even enough to nmake up for the | oss the previous year.
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Stella Co-operative

The Stella Co-operative Society is a large agricultural
co-operative, performng both marketing and supply services
for its menbers.

Al 't hough the Stella Co-operative is a huge busi ness organ-

i sation, the managenent takes the same approach to the vari -
ous problens that arise as the small co-operatives we have
been tal ki ng about before.

Here the manager is explaining the year's trading results
to the comm ttee nenbers:

Manager : Today | can present sone figures for the whole
ear. Theﬁ won't surprise you, as you have
ol | owed the devel opnent in our nonthly neet
I ngs. On the whole, we have had a good year.
There were sone problens, but | think that we
have overconme them al ready.

MARKETING DEPARTMENT

Sales of produce T$972,000
Payment to farmers - 826,200
Commission T$145,800 15%
Running costs/marketing - 83,300
Net surplus/marketing TS 62,500 6%

SUPPLY DEPARTMENT

Sales of supplies T$360,000
Cost of supplies - 331,200
Gross surplus TS 28,800 8%
Running costs/supply - 27,000
Net surplus/supply TS 1,800 1%
TOTAL
Net surplus/marketing TS 62,500
Net surplus/supply + 1,800

TOTAL NET SURPLUS TS 64,300
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Chai r man:

Conmmi tt ee-
Menber :

Chai r man:

Manager :

Committ ee--
Menber :

Manager :

Chai r man:

Manager :

Commi tt ee-
Member

Manager :
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Thank you. Let us | ook at the marketing first.
It | ooks very good. Sone of this surplus should
definitely be paid back to the producers. Maybe
we can give thema bonus of 4 or 50. But the
question is whether we can reduce the conmm ssion
inthe future. W have had a good surplus now
for a nunber of years, and we have built up our
reserves. Now it is tine to let the nenbers
reap the fruits of their |abour

| agree. The nenbers will be very happy to hear
that we can reduce the commi ssion, thereby in-
creasing their incone. Also, | think we will

attract nore nmenbers if we do this.

The net surplus in the supply departnent, however,
is much | ower than expected. In fact, it is very
close to a loss there. W had planned for a 3%
net surplus, but we have nade only 0.5%

There are several reasons for this. For one
thing, we did not sell as nuch as we had pl anned,
but the main reason is that we paid nore for the
fertilisers than we had expect ed.

W cannot bl ane you for the sudden rise in fer-
tiliser prices. Nobody was prepared for that.

We coul d of course have increased selling prices
nore, but | think we were wise to accept a | ower
nar?in on fertilisers. | think the menbers
woul d have refused to buy if we had raised prices
any hi gher.

And then there was the m stake we made with the
chi cken f eed.

Yes, we agreed to switch to the new brand when

we were offered very |ow prices. But the farners
were suspicious and they didn't buy that stuff,

as you know. So we had to sell off the whole
stock of seven tonnes at reduced prices. That
was a bad busi ness.

The running costs on the supply side are nuch
hi gher this year. \What can we do about that?

You know that we have separate accounts for the
costs for marketing and the costs for supply
servi ces. OF course, when it cones to staff,
transport and buildings, it is rather difficult
to divide the costs. How nuch shoul d be charged
to the marketing departnment, how much to the
supply department? We have studi ed these prob-
lens so that we can make a fair distribution of
t he costs. For instance, our staff now spends
al nost half its time with supply business, so
we charge 40% of the total staff costs to the
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supply departnent. And the transport manager
has cal cul ated fromthe | og books that 20% of
transport concerns supply. This is because we
have increased trade and deal with many itens.
It takes a lot of tine to handl e purchases,
storage and distribution of so many things:
fertilisers, seeds, sprays, cenent, pipes....

Chairman: Well, it is very good that you can report to us
where all the costs are comng from O herw se
it would be very difficult to do sonething about
our problens. So, what do you suggest now...?

This is how the managenent of the Stella Co-operative ana-

| ysed the report. Does it rem nd you of the discussions

at Cofaco? The Cofaco conm ttee tal ked about four differen:
ways of inproving the result of their pmarketing business
(See pages 31-34). In the sane way, the managenent of
Stella has cone up with four ways of inproving their supply
busi ness.  They can:

<:> . Sell nore supplies (nore sales = nore incone
hi gher gross surplus).

<:> - Sell the supplies at higher prices
(nore income = higher gross surplus).

<:> - Buy supplies nore cheaply (lower cost
of supplies = higher gross surplus).

<:> - Lower the running costs.

From the discussions we also |earn that each probl em cannot
be considered separately - we nust check how each action
affects the averall result

For instance, it was suggested that the conm ssion should
be reduced. What would the effects be? One committee
menber was of the opinion that nore farners would join the
co-operative. If he was right, the sales would increase
and the co-operative's incone fromconmm ssions would remain
hi gh. But by how nmuch woul d the running costs increase?

It is inportant to consider this effect, too.
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Anot her exanpl e: The manager had bought chicken feed at a
very low price, and he thought that he would save noney

in this way. But instead they lLost noney, because the qual -
ity was poor and nmenbers refused to buy the feed ...

3.1 Describe the four different ways of increasing
the incone of a co-operative business.

3.2 In the case of your own co-operative, which
met hod woul d you prefer to use? Wiy?

3.3 Wite down your ideas for how sal es of produce
and farm supplies could be increased in your
co-operati ve next year.

3.4 Make a list of the different costs involved in
runni ng your co-operative. You need not state

t he anobunts, just the headings, |ike "wages".
I ndi cate which costs are the highest in your co-
operative.

3.5 Suggest which costs could be reduced in your co-
operative and give your reasons.

3.6 One co-operative was selling cotton for T$50, 000
one year. The conmm ssion was 12% = T$6, 000, but
the costs amounted to T$6, 540.
Suppose costs cannot be further reduced, and the
comm ssi on percentage cannot be increased. By how
much shoul d the sales increase in order to avoid
a | oss?
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3.1 Describe the four different ways of increasing
the income of a co-operative business.
3.2 In the case of your own co-operative, which
method would you prefer to use? Why?
3.3 Write down your ideas for how sales of produce
and farm supplies could be increased in your
co-operative next year.
3.4 Make a list of the different costs involved in
running your co-operative. You need not state
the amounts, just the headings, like "wages".
Indicate which costs are the highest in your cooperative.
3.5 Suggest which costs could be reduced in your cooperative
and give your reasons.
3.6 One co-operative was selling cotton for T$50,000
one year. The commission was 12% = T$6,000, but
the costs amounted to T$6,540.
Suppose costs cannot be further reduced, and the
commission percentage cannot be increased. By how
much should the sales increase in order to avoid
a loss?


You have now studi ed how sone agricultura
functi on.

oper ati ve busi ness,
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PLAN FOR SUCCESS

co-operatives

You understand the basic econom cs of a co-

and you know how results can be im

proved for maxi mum benefit to the nmenbers:

...you need a net surplus to serve members better!

......

MARKETING

Look for improvements to

get more produce from
the members

get a better price for
members' produce

lower running costs

SUPPLY SERVICES

Look for improvements to

increase sales of
farm supplies

buy farm supplies
more cheaply

lower running costs
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“CHECK-OUT”

To prove to Kpurself t hat you have fully
understood this El enent, you should now
go through the foll ow ng questions. Mar k
what you think is the right answer to
each question. If you have any probl ens
with a particul ar question, go back and
read the correspondi ng chapter again

Key on page 48.

1 Which one is a "fixed asset"?

a The warehouse owned by the co-operative.
b The manager.
¢ The stock of produce in the warehouse.

2 What is "working capital"?

a The noney used to pay workers' wages.
b The noney used to build a store.
¢ The noney used to buy produce and farm supplies.

3 What is the "conm ssion"?

a The menbership fee in a co-operative.
b The sanme as net surplus. _
¢ The anount deducted by the co-operative from produc

sal es before paying the producers.
4 What is the "cost price" of farm supplies?

a The price the nenbers pay for the supplies.

b The price the co-operative pays for the supplies
pl us possible freight costs.

¢ The price nenbers pay m nus possible discount.

5 What is the "selling price" of farm supplies?

a The cost price plus the "mark-up".
b The cost price plus the net surplus.
¢ The cost price plus sales tax.

6 Wiy does the co-operative need a "trade margi n" on the
sal es of supplies?

a A margin is needed to purchase farm suppli es.
b Amrgin is needed to pay running costs.
¢c A margin is not needed in co-operative business.



7

10

11

12

13

"The margin is 6% Wat does it nean?

a The margin is 6% of the cost of the goods.
b The margin is 6% of the sales.
c The margin is 6% of the gross surplus.

A co-operative sold farmsupplies for T$20,000 and its
average trade margin was 12% Wat was the gross sur-
pl us?

a T$8, 000
b T$2, 400
c T$1,667

What is "gross surplus"?

a The surplus left before the costs of running the
co-operative have been deduct ed.

b The surplus left after the costs of running the
co-operative have been deduct ed.

¢ The bonus paid to the nenbers.

What is "net surplus"?

a Sales mnus cost of goods.
b Sales mnus running costs. _
c Sales mnus cost of goods m nus running costs.

When will there be a | 0ss?

a |If the running costs are higher than the gross sur-
pl us.

b If the running costs are |ower than the gross sur-
pl us. _

¢ |If the running costs are equal to the gross surplus.

How is a "bonus" in a co-operative distributed?

a |In proportion to shares in the co-operative.

b In proportion to the business made with the co-
operati ve.

c In proportion to total contributions to the co-
operative.

A co-operative sold produce for T$972,000. They took 15%
in comnm ssion. They al so sold farm supplies to nenbers
for T$360, 000. The cost of these supplies was T$331, 200.
The total running cost for the co-operative was

T$110,300. What was the net surplus?

a T$174,600
b T$ 64, 300
c T$ 6,430.
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COMPLEMENTARY EXERCISES

To conpl ete your studies

of this

topic you should take part in
sone of the follow ng exercises.

GRAUP ASSI GNVENTS

1 To raise capital

PRACTICE

DISCUSSION

To raise capital nmany co-operatives have to borrow noney
in addition to the contributions from nmenbers. Di scuss

t he nost advant ageous

2 Whrking capital

ways of

rai si ng noney.

Ask a few co-operative societies for bal ance sheets

covering two consecutive years.
sheets and cal cul ate by
changed from one year

trend has been favourabl e or

3 Examine the trading result

Exani ne the trading accounts for the | ast year of sone
co-operatives, including your own. Discuss and answer
the foll ow ng questions:

Exam ne t he bal ance

how much the working capital has
to the next. Di scuss whet her the
not .

a) Do you consider the net surplus sufficient? If
not, suggest sone ways of

increasing it.

b) How should the net surplus be used for the maxinmum
benefit of the nmenbers?

Key to the "Check-out".

Question 1 2 3 4

Correct
answer

Ref. Page 8 9 10 14

a c o b

5 6
a b
14 14

15 15 16 16 20 22





