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INTRODUCTION

How is it that co-operative shops, which start under nore or

| ess the same conditions,

i

devel op differently?

Sone shops i mmedi ately be-
cone very popular and their
menbers are very happy with
t hem They often start out
in small buildings, selling
only a fewitens, but stea-
dily inmprove and devel op
into | arger shops where the
nmenber s can buy al nost
everyt hing they need.

Ot her shops may do wel | at
first, but soon get into
troubl e. The nmenbers, who
had hoped that the variety
of goods in the shop woul d
i ncrease, find instead that
there are fewer and fewer
goods on the shel ves. In
the end there is very little
to be bought in the shop,
t he noney runs out and the
shop goes out of business.

In this Learning Element you will study the work of some
co-operative shops. Fromtheir success or failure you wll
| ear n:

@® How noney is raised and used in a co-operative

® Wiy a surplus is necessary and howit is created

and used.

@® How to increase the surplus

Conpare with the list of contents on page 1.



MONEY TO START THE SHOP

A lot of noney is needed before the first custoner even
enters the shop. What is it needed for and where does it
come fron?

@® The shop prem ses thensel ves, whet her bought or rented,
are expensive.

@® Mney has to be spent on equi pping the shop with shel ves,
a counter, a set of scales and all the other necessary

equi pnent .

® Finally, a stock of goods has to be bought.

When peopl e decide to start a co-operative shop, they may
coll ect the necessary capital or noney to start and run the
shop in several ways.

® Al those who want to becone menbers have to | et the co-
operative use sone of their noney as capital. Usual | y

nmost of the noney the nenbers put in is called SHARES or
SHARE CAPI TAL.

@® The co-operative may apply for a |oan froma bank.

@® The co-operative may ask for |l oans or contributions from
various devel opnent funds or simlar sources.



your co-operative? How much did the members

.' Where did you collect the money from to start
contribute?

Benev is the name of a snmall village, where the people form
ed a co-operative society in order to run a shop. This is
how t hey col |l ected capital:

Contributions froma Devel opnent Fund T$ 5, 000*
Share capital, contributed by the nenbers 10, 000
Loan fromthe bank 15, 000
Tot al T$30, 000

This ambunt was sufficient to start a small shop, because
the nmenbers did a | ot of work thensel ves w thout paynent.
They built the shop and nade the furniture, paying only for

the material. This is how they used the noney:
Materials for the shop buil ding T$ 3,000
Equi prent for the shop 6, 000
CGoods 15, 400
Cash remai ni ng 600
Tot al T$ 30, 000

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

many countries. We call it "Training dollars and cents" (T$ and c).
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WORKING CAPITAL

The Benev Co-operative Society started with a capital of
T$30, 000.

T$14, 000 were spent on a shop building and its equi pnent.
These FI XED ASSETS were expected to last for a long tine.
They represent the society's FI XED CAPI TAL.

O the renmmi ning T$16, 000,
nost  were wused to buy a
stock of goods for the shop.

They sold goods to the mem

bers and recei ved paynent. : E

In this way they got sone ; ==

nmoney back. G I : "
| L - —

/j/// A
Wen the stock of goods =
2Nl

becane | ow, they bought new

goods, and used the noney = HAa O

i SR
20p: ~ m 1

Tradi ng conti nued. They col |l ected noney for the goods they

sold, used it to buy new goods to refill the shelves, and so

on.....

The capital which is not used for the fixed assets is called
t he WORKI NG CAPI TAL. It consists of the nobney which is
avail able plus the stock of goods.

Therefore, there should be nore noney avail abl e when the
stock is low, and | ess when it is high. [t is the working

ital i | I i e
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Al'l successful businessnen are careful not to waste their
working capital, or spend it unwisely. This sad little sto-
ry fromAkiba will show you why this is necessary.

@® The Akiba Co-operative made a very good start. In a few
days they had sold goods for T$8,000. The committee members
were very excited to see all this money in the cash box.
Someone suggested they use some of it to buy a freezer. So
T$2,000 was used for this purpose.

@® That left T$6,000 to buy new goods. It was not quite
enough to refill the shelves completely. The stock was now
a little bit smaller.

@® Nevertheless, trading continued and they got some more
cash for the goods they sold. Unfortunately, the committee
members knew nothing about shop management and could not re-
sist taking money from the shop and spending it on buying
more equipment. This time they bought a modern weighing ma-
chine.

@® So the working capital was reduced even more and turned
into fixed capital. It was not possible to refill the shop
with as many goods as in the beginning, because of lack of
capital. The members found a lot of empty shelves, lost
interest, went elsewhere and eventually the shop had to
close.

® And the reason for this sad state of affairs was, of
course, that the working capital had been used for other
purposes than buying goods. It is true that it was a good
idea to have the shop better equipped, but when they took
the money from the shop's working capital they made a
serious mistake, and they ruined their co-operative.

LS . DM ¥ A

ouT oF
STOCK , SORRY .-

Fromthis we can see that it is extrenely inportant not to
Il et the working capital decrease. It nust be there all the

time, not only in the beginning, but for as |long as we want
t he business to continue.
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MARGIN

The Benev Co-operative used their working capital to buy
goods for the shop.

For instance, they bought tea from a whol esal er. The cost
for each packet was T$3.15, freight cost included. This is
what we call the COST PRI CE

Suppose now t hat the Benev Co-operative sells the tea to the

nmenbers at the sane price. In this way the co-operative
gets back its working capital and can buy nore tea. W know
that the working capital nust be used to refill the shel ves.

But business is a bit nore conplicated than that: Benev has
enpl oyed a shop manager who nust be paid a wage; the shop
al so has to pay for sone other things, such as paper bags,
cleaning material and an insurance prem um

The Benev Co-operative nust take the noney for these costs
fromthe working capital, because they have no other source
of noney.

By doing so they will reduce the noney which was intended
for new goods. W know the risks and possi bl e consequences
of this - remenber what happened in Akiba.....

But the managenent of Benev Co-operative is aware of this
probl em They know very well that the noney they coll ect
fromthe nenbers when they sell the goods in the shop nust
be sufficient to do two things:

1 to buy new goods

2. to cover the casts of running the shop (wages, etc.)



NEW STOCK
OF GOODS

COLLECTED RUNNING
COSTS

So, if the Benev Co-operative buys a packet of tea for

T$3. 15 and sells it at the sane price, they may coll ect

enough noney to buy a new packet of tea, but wll not have

any noney to cover the other costs of running the shop.

So they have to increase the prices a little before selling
the goods to the nenbers. For instance, they have a T$0. 35
MARK- UP on a packet of tea and the SELLING PRICE w Il then

be T$3. 50. In this way thay will also collect sone npney
for their other costs.

5.15 | + [0.35 3.90

COST PRICE MARK-UP SELLING PRICE

Every busi ness nust do this. We say that we need a MARG N
to cover our costs.

The MARG N is usually stated as a percentage of the SELLING
PRI CE. In the Benev Co-operative they wanted a margi n of
10% on the tea, as you can see fromthis cal cul ation:

I$0.35
T$3. 50

x 100 = 10%

Usual ly, a shop ains at a certain average margin. The Benev
Co-operative was aimng at an average nmargin on sal es of

10% They expected the sales to be T$260, 000 in one year.
The margi n woul d then be:

_10 x T$260,000 = T$26, 000
100


ana
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The margin was | ower on sone goods, especially food (5 to
1299 . For other itenms, |ike clothes and tools, they used a
hi gher margin (10 to 20%. But on average, the margin was
10% enough to cover their running costs.

This cal cul ati on shows how t he Benev Co-operative planned
t heir busi ness:

I

260,000 | - | 254,000 26,000

EXPECTED SALES COST FOR GOODS MARGIN

They expected the sales to be T$260, 000. After paying the
suppliers for all those goods, they expected to have
T$26, 000 |l eft to cover running costs. That was their nar-
gin, 10% of the sales.

Unfortunately, sonething nearly always happens to reduce the
expect ed margin. Let us take one exanpl e.

The Benev Co-operative had bought 20 packets of tea. The
cost price was T$3.15 each, that is a total of 20 x T$3.15
T$63. 00.

The mark-up was T$0.35 on each packet, that is 20 x T$0. 35
T$7.00 for the |ot.

But one packet was torn in
t he shop. The selling price
of that packet had to be re-
duced by T$2.00. This neans
that instead of T$70.00 they
col l ected only T$68.00 for
t he tea. We can say they
had T$2.00 of LEAKAGE

AN g <SS

S
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This is what they expected:

6300 | + | 7.00 70.00

COST PRICE MARK-UP EXPECTED
SELLING PRICE

This is what they got:

68.00 | - | 63.00 5.00

ACTUAL COST PRICE MARGIN
SELLING PRICE

As you can see, the MARG N was actually | ess than the MARK-
UP.

Very often, because of | eakage and price reduction, the
total margin will be reduced.

You can | earn nore about these nmatters in three other MATCOM

El ements called lLeakage, Pricing, and Planning and Contraol -
i | . |

shop? Find out the cost prices and the selling
prices of the following items and calculate the

@® nargins.

" How much 1is the margin in your co-operative

Sel}ing Cost Margin %
price price
1 kg sugar seessss T seesses T cesessse  eaa
1 kg rice ceececess ™ sesesee T ceesecee  eas
Soap ceeeees T ceessve = ceeesecna oo
Cigarettes ceecees T ssessee T cesescee e

Remember that the margin percentage is calculated on
the selling price, see page 9.
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GROSS SURPLUS AND NET SURPLUS

T$5,000. We know that their margin was 10% on
average. What was the cost price of these
@  goods? Show your calculations here.

.' One week the Benev Co-operative sold goods for

Selling price TS
- Margin -
= Cost price TS

(Look at page 8 again, if you have any difficul-
ty remembering what cost price is.)

In the exercise above, your cal culation should show that the
Benev Co-operative spent T$4,500 on goods and had T$500 | eft
over because of the margin.

Co-operatives use the word SURPLUS to describe this "left-
over" noney. We can say that the Benev Co-operative had a
surplus of T$500 this week. The word PROFIT is often used
i nstead of SURPLUS.

Sal es T$5, 000
- Cost for goods -4, 500
= Gross surplus T$ 500

W know what the surplus should be used for: wages and ot her

costs for running the shop. The Benev Co-operative used
T$450 for this purpose. They then still had a small surplus
of T$50.
G oss surplus T$ 500
- Runni ng costs - 450

= Net surplus T$ 50
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The first, bigger surplus, which is equal to the margin, is
cal | ed GROSS SURPLUS

The smaller surplus, which is left over when all costs have
been paid, is called NET SURPLUS.

We have now exam ned sone very basic principles. Everyone
shoul d understand this nuch about busi ness operations, not

only the shop staff, but also the nenbers of the co-operat-
I ve.

As a professional shop assistant or manager you need to be
sure of the neaning of all these commercial words and to
know t he rel ati onshi ps between them You can use the sum
mary on the foll ow ng pages whenever you want to refresh
your menory.
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COST PRICE
MARK-UP

SELLING PRICE

+

—

3.15
0.35

3.90

SALES
COST OF GOODS

GROSS SURPLUS

GROSS SURPLUS
RUNNING COSTS

NET SURPLUS

5,000

-4,500

000

500
450

50

»

A

4
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When we buy goods from the wholesaler we pay the COST PRICE.

To that price we add the MARK-UP

. SO that we get a SELLING PRICE for all goods, the price

we expect the customers to pay for the goods.

SALES will bring money into the shop. This is our income.

We must keep enough of this income to replace the goods witl

new stock.

\

If we do not follow this
principle, the WORKING CAPI-
TAL will decrease and the
stock of goods will decrease
more and more. Eventually
the shop will be left with
just a few goods which no-
body wants.

The remaining amount is our GROSS SURPLUS, or MARGIN.

This should cover the COST OF RUNNING THE SHOP.

If we do not earn a gross
surplus, we will not be able
to pay wages, rent and other
costs unless we spend the
money which should be used
to buy goods. This would
ruin the co-operative.

Having paid the running costs there should still be a small
amount left over, the NET SURPLUS,
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HOW TO USE THE NET SURPLUS

You mi ght think that co-operatives should not neake a net
surplus (a net profit). If so, you would be very wong. It
is true that co-operatives exist to give service to their
menbers rather than to nake profits but net surplus is

needed Ln order to give service.

The foll ow ng paragraphs will show you why net surplus is
needed and how to use it.

Allow for the unexpected

In business it is unusual to get exactly the result you
pl anned for. If you aimto make costs and sal es exactly
equal to each other (which would give neither a surplus nor
a loss), you will often end up with a | oss.

G oss surplus T$ 500
- Running costs - 580

[}
+

Loss .
= Net surpkaqs T$ 80

It is better to aimfor a small net surplus which will allow
for unexpected events leading to a drop in sales or extra
costs. For exanple, the rent of the shop nmay be raised or
t he nmenbers may have less to spend follow ng a poor har-
vest. Aimng at a net surplus helps to avoid a | oss.

Lnprove the co-operative

A net surplus can al so be used to expand the business. If
we put sone of the net surplus in the society's RESERVE FUND
we nake it available for the co-operative as its own capi -

tal. It can be used as working capital to increase the
range of stock. It can also be used as fixed capital to im
prove the building or equipnment. So, a net surplus can be

used to i nprove the service to the nenbers.
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Replace bhorrowed capital with the Society's own capital

Loans have to be repaid. Suppose a co-operative pays back
T$1,000 to the bank each year. What happens to the total
capital used by the shop? It goes down unless it is re-
pl aced by new capital. Sone of the net surplus can be used
to provide this "new capital". So we put sonme of the net
surplus into the society's reserves, to replace the borrowed
capital with capital owned by the society.

Thus, the net surplus can be used to maintain the capital
avai |l abl e to the co-operative.

. , Kl |

Extra working capital is needed to replace stock when cost
prices are rising. Suppose a shop has been buying 200 kg of
sugar every week at a price of T$2.00 per kg. They need
T$400 for sugar every week. |If the price goes up to T$3.00
per kg, they will need T$600 to buy the sane quantity. The
wor ki ng capital nust go up by T$200 just to maintain the
same stock |evel. This is possible if a net surplus is
avai l able.  So, a net surplus can be used to maintain stock
| evel s when cost prices are rising.

Pay interest on shares

It is common to pay nenbers | NTEREST on the shares they con-
tributed. For exanpl e, nenbers mi ght be paid T$0.05 each
year for every T$1.00 of share capital they contributed.
The intention is paot to distribute nost of the net surplus
in proportion to contribution - that woul d be agai nst co-op-
erative principles. But nmenbers shoul d get about the sane
interest as if they had put the noney in a savings account
at a bank. This interest should conme fromthe net surplus,
and it can only be paid if there is enough surplus.

So, a net surplus is needed to pay interest to the nenbers
on the noney they put into the co-operative.
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An exanple

one year the shop in Benev produced a net surplus of
T$12, 000. The nmenbers decided to use it in the follow nci

way:
According to the Co-operat-

ive Law of the country, 25% @edm oZawL

had to be placed in the

Reserve  Fund. That I'S M) 3.000
T$3, 000.

The policy was to give the
nmenbers 3% interest on their

shares. As the total nunber W 300
of shar es anount ed to
T$10, 000, the anpunt to be

pai d out was T$300.

After that, T$8, 700 of the

surpl us renai ned. The mem

bers wanted to build up the Reserve Fund
society's own capital even .

nore, so they agreed to put (@”thz) QCRXD

anot her T$3,500 in the Re-
serve Fund. Thi s anpbunt was
chosen so that

t he remai ni ng T$5, 200
were just enough to give

every nenber a 2% bonus or

pat r onage refund on purcha- 6€5220W%37e’

ses. A  nenber who had W 5 200
bought goods for T$500 re- ’

ceived T$10 as a bonus, and
one who had bought goods for
T$1, 000 recei ved T$20. I n
this way, the part of the

net surplus which was not

needed for developing the
shop was returned to the W /2,000

nmenbers.

| nstead of paying a bonus to every nenber, which involves
quite a lot of recording work, the noney can be given to an
i nstitution which benefits the nenbers. For exanple, it can
be used to inprove the | ocal school or health centre.

In sonme countries there is also a tax on surplus, which has
to be paid before it is distributed.



This is what happened to the capita

Before the surplus was distributed,

had the foll ow ng capital
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Own Capital

Reserve Funds TS
Members' Capital
Shares

Borrowed Capital

Bank loan

Total TS

5,000

10,000

15,000

30,000

of the society:

t he Benev Co-operative

Because so nmuch of the surplus was invested in the society
(placed in the Reserve Funds),

grew, while the borrowed capita
of T$1, 000.
Own Capital
Reserve Funds TS 11,500
Members' Capital
Shares 10,000
Borrowed Capital
Bank Loan 14,000
Total TS 35,500

Al t hough sone noney was returned to the bank,
went up by T$5,500. That anobunt was used to devel op

capital

t he society's own capital
was reduced by a repaynent

«— 5,000 + 3,000 + 3,500

<« 15,000 - 1,000

t he total

t he shop and increase the stock range.
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W saw on page 18 that the Benev Society nade a net surplus
of T$12,000 in one year. The nmenbers had paid that nuch
nore than was necessary to cover the cost of the goods and
the costs of running the shop. The noney woul d have cone in
handy i f sonet hi ng unexpected had happened. But this year
everything went well for the Benev Co-operative. Even after
paynents to reserves and interest on share capital T$5, 200
were left over to distribute to nmenbers as bonus. Sone peo-
ple m ght say that the prices of goods in the shop had been
t oo hi gh. However, the conmittee of the co-operative were
pl eased. They coul d i nprove services to nenbers and pay a
bonus at the end of the year.

the goods when you buy them and maybe receive
some bonus later, or pay a very low price when

" What would you prefer, - to pay a fair price for

you buy the goods knowing that there will be no
bonus? Give reasons for your answer.

used last year? If there was no net surplus,

" How was the net surplus in your co-operative
state the reason.




21

INCREASING THE NET SURPLUS

Here is a nonthly report of the Elinma Co-operative Society:

Sal es T$ 32,000
- Cost of goods - 28, 800
= G oss surplus 3,200
- Cost of running the shop - 3,450

Net §§r?¥a§~4%ss/ TS 250

As you can see, they earned a gross surplus of T$3,200 in
El ima. But this was not enough, because their costs for
operating the shop were T$3, 450.

costs of T$3,450. Explain where they got the

.’ The Elima Co-operative still managed to pay
money from.

they continue to make a net loss for several

.’ What will happen to the Elima Co-operative if
months?

You wi Il agree that the managenent of the Elinma Co-operative

must turn the net loss into a net surplus. W shall see how

this could be done.
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You can see the nonthly report on the follow ng page.

One way to inprove the result would be to jncrease the gross
surplus. If this can be done without increasing the running

costs, the net surplus will be increased too. Basi cal |y,
there are three ways to increase the gross surplus:

1 Increase the incone from sal es
2 Buy goods nore cheaply
3 Reduce the |eakage

There is also a fourth way to inprove the net surplus while
the gross surplus nay remain the sane:

4 Lower the running costs of the shop
The managenment commttee in Elima discussed all the possibi-

lities with the manager. So will we, as you will see on the
fol | ow ng pages.
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WE MUST
SELL MORE
OR RAISE

PRICES...

THE GOODS
MORE
CHEAPLY -

AND REDUCE
LEAKAGE! /°

WHY NOT DO
SOMETHING ABOUT
OUR OTHER COSTS?
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? 78

1 % 32.000
~Cosl of goocls -28 800

/ :% = 3900

Lol

= 3450
T e b

Mﬂﬁ% = - 950

—

(YES, WE MUST

DO SOMETHING !
BUT WHAT ?

~

CERTAINLY
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—_———




INCREASING THE INCOME FROM SALES

Selling nore
It is very easy to tell the manager of Elima Co-operative

that he should sell nore in order to increase the surplus.
It is rather nore difficult to tell himhow to go about it.

1|
COMMITTEE——>{ MANAGER ——>{ MEMBER

BUY MORE //

First he has to find out if it is possible to sell nore.

Do the people of Elima have nore noney to spend?
If so, do they need to spend it on nore goods?
Are they spending their noney in other shops?

Once he is sure that it is possible to sell nore, he nust
ask hinmself why he is not doing so.
Are we not selling the kind of goods our nenbers nost
want or are these things often out of stock?
Are our nmenbers not satisfied with our services?
Are the opening hours not convenient to our nenbers?

Do peopl e know what they can buy in the shop and at
what price?

Do the nmenbers fully understand the inportance of
"menber loyalty" in a co-operative?

I f the manager does not know the answers to these questions
he should ask his custoners, the nenbers. Fromtheir
answers he should be able to decide what he should do in
order to increase the sales.
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why you are not selling more, and write them
down here. Compare with the gquestions on the

‘ previous page.

" Examine your own shop. Try to find some reasons

In Elim they found that sone nenbers, who were enpl oyed at
a factory quite a distance away fromthe shop, were buying
from ot her shops, which they passed on their way fromthe
factory. When t hey were asked why they did not shop in
their own co-operative, they gave two reasons:
They did not know that the same goods were avail abl e
in their co-operative.

Because of the distance, they were not always able to
reach the shop before it closed.

The comm ttee di scussed the problem and decided on the fol-
| ow ng action:

® The display of goods was
i nproved so that everybody
entering the shop coul d get
a good view of the range of
goods.

® A notice-board was put u
out si de the shop, in order
to advertise new goods, spe-
cial offers, etc.

NOW oPEN

® The <closing time was 8 p.m.

cnanged from6 p.m Lo 8

p. m

By so doing they managed to increase the sales to T$36, 000
the foll ow ng nonth.
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In the renote village of
Kaitum there was a co-oper-
ative with a special prob-

[ em It was making a | oss
and the conm ttee knew why:

t hey wer e not selling
enough, due to a shortage of
goods . How coul d they in-
crease the sales without a
sufficient supply of goods?

O course they could not sell nore than they received from
the suppliers, but they could still increase the incone from

the sales: they sinply increased the prices of the available

goods. Peopl e woul d have to pay nore for the same goods.

They increased the prices by
5% on average. By so doing,

i ncone from sal es increased NEW PRICES
v
from T$20,000 to T$21,000 P :‘A::ERE 346 335
a .
per nont h. P o, 48 445

8LEF 3 3 .6 ...: ::'.':: t

T : | : . uhici hod is | R

As you can see, there are basically two ways of i ncreasing
the income from sal es:

sel ling nore goods
rai sing prices

VWhi ch nethod is better? It is inpossible to say, since the
answer depends on the local conditions, but the follow ng
exanpl e may be of help to you.



27

The co-operatives in Elima and Kaitum both sold tins of Pax
Cooking O I. The cost price of a tin was T$7.20. Each shop
sol d about 40 tins a nonth. The gross surplus earned on
this sale was T$32.00.

Sal es 40 at T$8.00 T$ 320.00
- Cost of goods sold 40 at T$7.20 - 288.00
= Gross surplus T$ 32.00

Elima managed to increase the gross surplus by selling five
nore tins a nonth w thout changing the price.

Sal es 45 at T$8. 00 T$ 360.00
- Cost of goods sold 45 at T$7. 20 - 324.00
= G oss surplus T$ 36. 00

Kaitum increased the price to T$8.40 and sold the sane quan-
tity.

Sal es 40 at T$8. 40 T$ 336.00
- Cost of goods sold 40 at T$7. 20 - 288.00
= G oss surplus T$ 48. 00

In this exanple, by selling the sanme quantity at a higher
price, Kaitumincreased their gross surplus to T$48. By
selling 45 tins at the old price, Elima raised their gross
surplus to T$36. To reach a gross surplus of T$48, Elim
woul d have had to sell 60 tins. Raising prices can be the
easiest way to increase the gross surplus.

However, raising prices is certainly not always the answer.

It may be forbidden by price control regul ations. Even
where raising prices is permtted, it often causes people to
buy | ess. This is nore than likely if they can use | ess of

t he product or if thay can buy it nore cheaply el sewhere.
One reason why Kaitum could increase their gross surplus by
raising prices was that there were no other shops there!
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What would be the effect on the gross surplus if
your co-operative raised the price of cooking
oll by about 5%? Would people use less cooking
oil or buy it elsewhere? Give the reasons for
your answer.

L4

(If you do not sell cooking o0il, choose another item
for this exercise.)

Lci :

It is sonetines possible to sell nore and increase your

gross surplus by reducing prices. If there are severa
shops conpeting in the sane area, people often buy where the
prices are | owest. From page 27 you will renenber that

Elinma started with a gross surplus of T$32.00 on sal es of
cooking oil.

Sal es 40 at T$8.00 T$ 320.00
- Cost of goods sold 40 at T$7.20 - 288.00
= Gross surplus T$ 32.00

If, by reducing the price to T$7.80, they had managed to
sell 60 tins instead of 40, their gross surplus would have
been T$36. 00.

Sal es 60 at T$7.80 T$ 468.00
- Cost of goods sold 60 at T$7.20 - 432.00

= G oss surplus T$ 36. 00
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You can see that they needed to sell a lot of extratins to
earn even a small increase in surplus.

" What would the gross surplus be if they sold 50
tins at T$7.80?

Unl ess they sell nore than 53 tins, they will actually redu-
ce the gross surplus, so this nethod nust only be used if
you are sure that the price reduction will greatly increase
t he anmount you sell

*kkkk%k

So far we have considered the foll ow ng basic ways of in-
creasing the income, and therefore the gross surplus:

selling nore
rai sing prices

We al so nmentioned the effect of reducing prices.

Whi chever of these nethods we use, we should also try to
reduce costs. From page 23 you renenber that one committee
menber in the Elima Co-operative suggested that the cost of
goods shoul d be reduced. |f they manage to buy the goods
nore cheaply w thout decreasing the sales, they will, of
course, earn a bigger gross surplus.

SALES
- COST OF GOODS

= CGROSS SURPLUS

This possibility is discussed on the foll ow ng pages.
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BUYING GOODS MORE CHEAPLY

Suppose the cost price to Elima for a 10 kg bag of flour is
T$150. This price covers the costs which have built up so

far, including:

paynment to the grower for grain

transport to the mll

mlling

packi ng

transport to the whol esal er

storage and handling by the whol esal er

transport to the shop

tax (if any)

profit for the whol esal er or anyone el se who handl es
the grain or flour.

Many of these costs are quite outside the control of a shop
manager, but we may be able to influence sone of them espe-
cially if we work together with other co-operatives.

' Write down any ideas you already have on how
your co-operative could buy goods more cheaply.

Sone of the costs nmay be Governnment-controlled or you nmay
have an efficient co-operative whol esal e soci ety which sup-
plies goods to you. If so, your job is easier. However, it
is usually possible to nake further reductions in the cost
of goods and the information on the next few pages shoul d
hel p you to do so.
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| ook at the Elima Co-operative.

By

selling nore goods they inproved their gross surplus

fromthis:
Sal es T$ 32,000 (100%
- Cost of goods - 28,800 ( 90%
= (ross surplus T$ 3,200 ( 10%
to this:
Sal es T$ 36,000 (100%
- Cost of goods - 32,400 ( 90%
= Gross surplus T$ 3,600 ( 10%

Si nce they sold nore goods the cost

creased.

In both cases the margin was 10%

of

goods al so i n-
They hoped t hat

by cutting the cost of the goods they coul d now increase the

margi n and the gross surplus even nore.

The Eli na Co-operative found they could try to obtain goods
nore cheaply as foll ows:

® They asked for price-lists fromall

the area,

t he whol esalers in
conpared the prices and found that the Sunshi ne

Tradi ng Conpany offered the | owest prices.

' /

Agre Supplies Ltd
[k ﬂ
v, 2
:@ ! / =
0=
0

NN

Sunshine

pus
-
®

EREEN S
SREEN S NHOLESA LE

® They could get tea at T$3.25 a packet, instead of T$3.70,
if they purchased directly froma tea factory 50 km away.
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® They were prom sed a 2% savi ng by the Sunshi ne Tradi ng

Company, if they paid cash for the goods rather than buy-
ing on credit. A deduction fromthe ordinary price is
called a DISCOUNT. In this case it is a CASH DI SCOUNT.

The conpany al so offered a 3% di scount if nore than five
bul k packages of the sane commobdity were bought at a
tinme. Unfortunately, if Elinma bought |arge quantities
they could not afford to have nmany different types of
goods in stock.

However, when trying to reduce costs, you nust check whet her

the | ower whol esal e price nay cause other costs to increase
or sales to decrease.

buying goods more cheaply, which we have just
listed, were of no help because they could actu-
ally reduce the surplus. Which were they? Give
reasons for your answer.

" Elima found that two of the possible methods for

This is what the Elinma Co-operative did:

By changing fromtheir previous supplier to the Sunshine
Tradi ng Conpany, they obtained their goods 1% cheaper on
aver age. On goods worth T$20, 000 this was a savi ng of
T$200 per nonth.

They | ooked at the possibility of saving T$0. 45 per
packet by fetching tea fromthe factory. Since they sold
about 100 packets per nonth this would save T$45. Unfor-
tunately the extra transport fromthe factory woul d cost
T$60, so they rejected this idea. (This was part of the
answer to the |ast question. Did you think of it?)

They al so considered the possibility of buying in | arge
quantities to claim3%discount. At first they rejected
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this too because, if they bought |arge quantities of cer-
tai n goods, they would not have enough noney left to buy
any others. They would sell |ess, and even | ose custoners
who could not find what they wanted in the shop. (This is
the other part of the answer to the previous question.
Did you think of this too?)

Luckily, the chairman of Elinma had a good idea. He and
t he manager visited two nei ghbouring co-operatives and
persuaded themto order goods together with Elima

Through this "Co-operation between Co-operatives" they
were able to order sufficient quantities to claimthe
di scount on many types of goods. They were able to claim
t he di scount for quantity on goods worth a total of
T$8, 000 and this saved t hem T$240.

Elima clained a cash di scount of 2% This was worth
T$390.

They al so saved on transport costs which, before, were at
| east T$550 every nont h. Again they nmade a friendly
agreenent with two nearby co-operatives. A lorry picked
up goods for all three of themon the sane journey, every
Thur sday. The lorry owner charged T$900 per nonth, but
Elima's share of this was only T$300. This neant that
Eli ma saved T$250 on transport each nonth.

STORE -ROOM
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The Eli ma Co-operative managed to reduce their nonthly costs
for goods by a total of T$1, 080:

Lower cost prices (new supplier) T$ 200
Quantity di scount 240
Cash paynent di scount 390
Reduced transport costs 250
Tot al T$ 1,080

This | ower cost of goods inproved their margin to 13% which

meant a | arger gross surplus:

Sal es T$ 36,000 (100%
- Cost of goods -31, 320 ( 87%
= Gross surplus T$ 4,680 (13%

Write down all the ideas you now have on how
your co-operative could obtain goods more cheap-
ly. The list will probably be 1longer than the
one you prepared on page 30.
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REDUCING THE LEAKAGK

Wien we tal ked about the "cost of goods” in the previous
chapter, we neant the costs of all the goods that |eft the
shop.

Sal es T$ 36, 000 (100%

- Cost of goods - 31,320 ( 87%

= G oss surplus T$ 4,68 (13%
This made the cal cul ati on sinpl e. However, not all the
goods that left the shop were sold and properly paid for,
sone were lost .  There was a |eakage. If we separate the

cost for the |lost goods (the | eakage), we get the follow ng:

Sal es T$ 36, 000 (100%
- Cost of goods sold - 30,600 ( 85%
- Leakage (cost of goods lost) - 720 ( 29
= (oss surplus T$ 4,680 ( 13%

As you can see, the |leakage in Elima anounted to 2% of the

sal es. It is hardly possible to avoid | eakage conpletely in
a retail shop where they may handl e thousands of itens every
day. Some goods will be damaged or too old and | ose in

val ue, some mght even be stolen. Al kinds of |eakage w ||

affect the gross surplus, since the co-operative already
has paid the cost of the goods but will earn little or no
i ncome on the sale of them ElIinma Co-operative had a very
hi gh | eakage.

There are many reasons for | eakage which you can |learn nore
about through the MATCOM El enent "Leakage". General ly, if
the staff know their jobs well and handl e the goods careful -
ly, there will be a mninum of | eakage.
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a) By taking better care of the goods, the staff

b)

of Elima Co-operative managed to reduce the
leakage from 2% to 1% of the sales. Calculate
the new gross surplus.

Compare the new gross surplus with the figures
on page 21 to see the improvement. Work out
the new net surplus or loss, assuming that
running costs are still the same. Show how to
calculate it.
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LOWERING RUNNING COSTS

If you did the exercises on the previous page correctly, you
wi || have discovered that, instead of a net |oss of T$250,
El i ma now has a net surplus of T$1,590. The conpl ete cal cu-
| ation | ooks like this:

Sal es T$ 36, 000 (1009
- Cost of goods sold - 30, 600 ( 85%
- Leakage - 360 (1%
= Gross surplus 5,040 ( 14%
- Cost of running the shop - 3,450 (9.6%
= Net surplus T$ 1,590 ( 4.4%

By selling nmore, buying goods nore cheaply and reducing the
Leakage the Elima Co-operative nmanaged to increase the
nonthly gross surplus from T$3,200 to T$5,040 or to 14% of

the sal es.

surplus, which Elima did not have to use. Check

" There is another method of increasing the gross
your memory! Which method is that?

(See page 26 if you do not remember.)

Elima's new gross surplus of T$5,040 is enough to cover the

costs of running the shop and still |eave a net surplus of
about 4.4% of the sales. But Elima were still not satis-
fied. They wanted to increase their net surplus even nore.

On page 22 you saw that the way to do this is to nake the
runni ng costs | ower.
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running your co-operative shop. You need not
state the amounts, just headings 1like "wages",

. etc.

.' Make a list of the different costs involved in

You should have a long list. Such costs are often grouped
together to nmake them easier to handl e. For exanple, these
were the nonthly costs for running the Elinma shop:

Wages and ot her staff costs T$ 2,500 (6.9%

Costs for the shop buil ding

and equi pnent 325 ( 0.9%
| nt er est 125 (0.4%
O her costs 500 (1.4%

Total cost of running the shop T$ 3,450 (9.6%

For easy conparison with other shops, the various costs are
of ten expressed in percentage of the sales, as above.

Wages and other staff costs

I'n Elima the shop  was

staffed by a shop nanager
and two assi stants. They
were paid quite nornmal sal-
aries; the manager got T$800
a nmonth and the assistants
T$600 each. The nonthly
cost for wages was T$2, 000.

o\
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Wages were not the only staff costs. The society al so nmade
paynents towards retirenent benefits and the workers' com
pensation fund. The shop had to pay a total of 10% on the
wages for various social costs. This canme to about T$200 a
nont h.

T$300 a nonth was reserved for the Society's education and
training progranme. It was to cover training for both staff
and conmm ttee nenbers and a programme for nenbers' educa-
tion.

Wages T$ 2,000
Soci al costs 200
Trai ni ng 300

Total wages and staff costs T$ 2, 500 (6.9%

The wages and other staff costs are 6.9% of the sales. Note
that they are bigger than all the other costs of operating
the shop. This is usual for nost shops.

Therefore, wages are the nost inportant costs to | ook at.
The conmittee nmust carefully consider questions |ike:

How many enpl oyees are really needed?

Do we need full-time enpl oyees or could we use sone
part-time workers?

How nuch in wages will the inconme fromthe shop all ow
us to pay?
In Elima there was a proposal that one nore assistant should
be enpl oyed because the shop now stayed open |onger in the
eveni ng. Before they took a decision the treasurer nade the
foll ow ng cal cul ati ons:

Munthly cost of one shop assistant

Wages T$ 600
Soci al costs 60

Total cost T$ 660
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Thanks to the extended opening hours, the inproved display
and the notice board, the sales went up from T$32,000 to
T$36, 000 per nonth, an increase of T$4, 000. Hal f of that
anmount, T$2, 000, was probably due to the extended opening
hours.

We can now cal cul ate by how nmuch the gross surplus increased
as a result of the extended opening hours. W know that the
margin i s now 14%

14 T$2,000 = T$280

100
And the extra cost of a new shop assistant woul d be T$660!
It would be stupid to pay T$660 to earn only T$280. So the
comm ttee agreed that they should try to run the shop in the
eveni ngs w t hout enployi ng any new staff. | nst ead t hey
woul d ask the staff to agree to work | onger in the evenings
inreturn for reduced working hours earlier in the day. If

that did not work out well, they would close the shop in the
eveni ngs.

sistant if the sales had increased by T$5,000
just because of the extended working hours? Show

.' Would it be sensible to employ another shop as-
@ yvour calculations.

You wi Il now understand that fairly high sales are needed to
justify enploying staff to run a shop.

This was the problemthey were facing in the very small vil-
| age of Cemal. Their sales were only T$6,000 a nonth. Wth
a margin of 10% they earned a gross surplus of T$600 a
mont h. Thi s was not enough to enpl oy even one shop assis-
tant after they had paid the other costs of running the
shop. They only managed to have a co-operative because the
comm ttee nmenbers worked voluntarily in the shop and had no
paid staff at all.
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How hi gh are the staff costs in your shop? Cal -
cul ate the percentage of the sales and conpare
with the gross surplus.

Staff costs |ast year: %
%

G oss surplus |ast year:

If the staff costs are nore than half of the gross
surplus, you wll nost likely face sone problens in
the future

TN . I .

Because the Elima Co-operative owed the shop building, they
paid no rent. Thi s does not nean that the buil ding was
free. \What were the costs each year?

Well, the shop cost T$18, 000 to buil d. The annual costs
depend on the nunber of years the building will be used. W
coul d say that the building would cost them T$9, 000 a year
if used for only two years, and T$1l, 000 a year if used for
18 years.

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

T$18, 000
—— = T$900
20
and the nonthly costs would be
T$900
= T$75

12


ana

ana

ana
How high are the staff costs in your shop? Calculate
the percentage of the sales and compare
with the gross surplus.
Staff costs last year:
Gross surplus last year:
If the staff costs are more than half of the gross
surplus, you will most likely face some problems in
the future.
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It does not nean that the co-operative actually pays out
this anount every nonth. It is the cal culated nonthly cost
of a building, and it is included anong the other running
costs for the shop. This one is call ed DEPRECI ATI ON.

Shop equi pnment and furniture are treated in the sane way.
But the "lifetime" of these things is usually nmuch shorter,
so their cost is depreciated over a 5-year period.

owned by the Elima Co-operative. They original-

. Calculate the depreciation of the shop equipment
' ly paid T$6,000 for the equipment.

Annual depreciation

Monthly depreciation

Costs for furniture and equi prent which 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 nonth in which the equi pnent is purchased.

In the Eim Co-operative
there were other costs in
connection with the building
and the equipnent. They
were very anxious to keep
the building in good con-
dition. The mai ntenance
cost them T$1, 800 a year,
that is, an average of T$150
a nonth. (The purchase of
equi pnent | asting |ess than
five years is also included
in this amount.)
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The nmonthly costs for the building and its equi pnent in
Elima were therefore:

Depreciation of building T$ 75

Depreci ati on of equi prent 100
Mai nt enance 150
Tot al T$ 325 (0.9%

Is it possible to reduce these costs?

Mai nt enance and repairs can usually be postponed. I f other
costs are unusually high one nonth it nay be a good idea to
wait until the next nonth before having a wall repainted,
for instance. But it is not advisable to put off nmainten-
ance or repairs for too long. You will either shorten the
life of the building or make nore costly repairs necessary
| ater.

Once cal cul atel, the depreciation costs cannot nornally be
changed. But a well maintained building could | ast nuch
| onger than the depreciation period. After that there wll
only be the mai ntenance cost without the cost of deprecia-
tion, so the total cost for the building will be |ow

Interest

In Elima the nenbers did not contribute all the capital

needed to start the shop thensel ves. Part of it was bor-
rowed froma bank, for which the bank charges them 6%
interest a year. They borrowed T$25, 000, so the yearly
interest anounts to T$1, 500.

8 x T$25,000 = T$1,500
100

This is equal to T$125 a nmonth or about 0.4% of the sales.
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Unl ess the Elima Co-operative can repay the | oan, they can
do not hi ng about these costs. In fact, if they failed to
pay the interest, the whol e anmount of T$25, 000 woul d be due
for repayment i mediately.

A bank loan is usually the cheapest way of borrow ng noney.
As an alternative the Elim Co-operative could have taken
three nonths' credit offered by the grocery supplier, the
Sunshi ne Tradi ng Conpany.

The Sunshine Tradi ng Conpany charged a monthly interest rate
of 2% except on the first nonth's credit which was interest
free.

2% may not sound nuch, but if charged nonthly, it is. Sup-
pose Elim owes T$25,000 to the tradi ng conpany instead of
the bank. They woul d have to pay:

2 x T$25,000 = T$500
100

This T$500 per nonth is the sane as T$6, 000 per year! They
woul d al so | ose their cash discount. (Look back at pages
31-33 if you have forgotten about the cash discount.)

A bank not only charges interest, it also pays interest on
noney deposited there. Sonetimes the noney paid to a shop
I's not spent imediately, but put aside for paynents which
are due later. Elima put amounts such as these in a savings
account they had opened at the bank. In this way they earn-
ed a yearly interest of T$120. That is T$10 a nonth.

So the nonthly interest charges were reduced a little, and
the commttee agreed that it would be too expensive to run
t he shop on credit given by the suppliers.

Interest paid to the bank T$ 125
- Interest received - 10

= Net cost of interest T$ 115
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. How much did your society pay in interest last
year?
. a) to banks?

b) to suppliers?

How can you reduce interest costs in your society?

Did you claim a cash discount from any supplier last
year? If so, how much?

Q her costs

There are a ot of other costs involved in running a shop.

.' Here are the costs of the Elima shop. Write
down the costs for your co-operative for last
year to see if you have similarly high costs for
@ certain items and low costs for others.
Elima Your shop
Business licence TS 700
Stationery 600
Wrapping materials 800
Price labels, tags 600
Telephone 250
Postage 50
Water supply 650
Lighting 250
Cleaning materials 300
Insurance premium 500
Entertainment 700
Bank charges 60
Posters 0
Sundries 540
Total per year T$ 6,000
Total per month TS 500
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If a shop is running at a | oss, every single cost nust be
carefully examned to see if it can be reduced or avoi ded

al t oget her.

duce?

make your own suggestions. .
mentioned on page 45 would be the easiest to re-

Which of the costs

.' Before looking into what the Elima people did,

This is what the Elima Co-operative actually did:

Stationery

W appi ng material s

Tel ephone

Post age

Water supply and
Cl eaning materials
Li ghti ng

Ent ert ai nnent

Post er

They had been using cash tickets,
whi ch had been specially printed for
the Elima Society. By changing to a
type which did not have to be
specially printed they saved T$120 a
year .

Paper bags had been given to the cus-
toners free of charge. The committee
decided that this should stop. Those
who want ed bags shoul d pay for them
T$600 were saved.

They saved T$60 by naki ng no | ong-
di stance tel ephone calls.

This increased by T$20 because they
sent nore letters instead of making
phone calls.

Coul d not be reduced. The shop nust
be kept clean.

I ncreased to T$390 due to the ex-
tended openi ng hours in the evenings.

It was agreed that all kinds of en-
tertai nnent shoul d stop. T$700 was
saved.

To keep the nenbers better inforned
about news and special offers, it was
agreed to use T$120 for posters.

O her costs remai ned the sane.
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Summary of changes:

"t her costs" (as they were) T$ 6,000
Changes:

Stationery less - 120
W appi ng materi al | ess - 600
Tel ephone less - 60
Post age add + 20
Li ghting add + 140
Ent er t ai nnent less - 700
Posters add + 120
"Qther costs" (as they now stand) T$ 4, 800

The yearly costs were reduced from T$6, 000 to T$4, 800 and
the nonthly costs froman average of T$500 to T$400.

Note that some costs jncreased due to the measures taken to
increase sales. Before any such action is taken, its effect
on the net surplus nust be consi dered.

For exanple, the lighting costs increased by T$140 a year
due to the extended eveni ng openi ng hours. Just to cover
this extra cost, the gross surplus must increase by the sane
amount. Wth a margin of 14% the sal es nust increase by
T$1, 000. Cal cul ati on:

14% of the extra sales = T$140
the extra sales = T$140 x 100 = T$1, 000
14

If you do not expect the sales to increase nore than that,
the net result will nost |ikely be worse.

'. What is the minimum increase of sales needed to
pay for the posters if the margin is 14%.
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SUMMARY

Elim' success

The Elima Co-operative turned a net loss into a net sur-
plus. Here is a summary of how they did it:

Before After
$ of $ of Ref.
Monthly (average) TS sales TS sales |[pages
Sales 32,000 100% 36,000 100% 24-25
- Cost of goods sold -28,160 88% -30,600 85% 30-34
- Leakage - 640 2% - 360 1% 35-36
= Gross surplus 3,200 10% 5,040 14%
- Wages, staff costs - 2,500 7.8%1- 2,500 6.9%)38-41
- Buildings, equipment |- 325 1.0%4{- 325 0.9%(41-43
- Interest - 125 0.4% |- 115 0.3%143-45
- Other costs - 500 1.6%|- 400 1.1%]45-47
= Net surplus or loss |- 250 - 0.8%|+ 1,700 4.7%

If a co-operative is so successful that the net surplus is
bi gger than they need, they can deci de whether to | ower
selling prices or return sone of the noney to the nenbers,
either as a patronage refund or by spending it on sonething
whi ch benefits themall.

IF IT EARNS A NET SURPLUS

%k

a co-operative can really benefit its members.

a net surplus. 1If you find this difficult, read

.' Write down five reasons why a co-operative needs
pages 16 and 17 again.
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You will now want to inprove the net surplus of your own co-
operative, so as to serve your nenbers better.

Anal yse the need for inprovenent by preparing a statenent

like the one for the Elinm Co-operative on the previous
page. Sal es and costs m ght be nmuch different in your
shop, but the percentage figures could be conpared. They
woul d give you sone ideas on what to inprove.

You have studied the basic ways of inproving the econony
and, to help themstay firmy fixed in your nenory, they are
li sted toget her on the next page.

You have | earned al so that each problem must not be con-
si dered separately - you nust check how your pl ans and ac-
tions affect the overall result of the business.

For exanpl e:

your plan to sell nore may increase your running costs,

your plan to raise prices nay reduce the anount you
sel | .

This El enent has only taught Yyou certain basic principles.
To put theminto practice you need to |earn nore.

There is another MATCOM Elenment to help you master the de-

tails. It is called "Planning and Controlling the Busi-
ness".
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we need a NET SURPLUS

LOOK FOR IMPROVEMENTS:

- INCREASE SALES

« BUY GOODS MORE CHEAPLY
- LOWER RUNNING COSTS

 REDUCE LEAKAGE

TO SERVE THE MEMBERS BETTER
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"CHECK-QUT"

To prove to yourself that you have
fully understood this Elenment, you
shoul d now go through the foll ow ng
questions. Mark what you think is the

ri ght answer to each question. The
first guestion IS answered as an
exanple.  |f you have problems with a

particul ar question, go back and read
t he correspondi ng chapter again. Your
teacher will check your answers | ater

Il Which of the following statenents is correct?
a A mrgin is needed to purchase new goods.

® A narginis needed to pay staff wages.
¢ Anmrginis not needed in a co-operative shop

2  The cost price should include:

a only the anount paid to the whol esal er;

b all the costs involving the goods up to their delivery

to the shop

¢ all the costs involving the handling of the goods up

to the time they | eave the shop

3 The gross surplus is:

a the surplus nmade before the costs for running the shop

have been deduct ed;

b the surplus nade after the costs for running the shop

have been deduct ed;
¢ the noney which could be paid as a bonus to nmenbers.

4 A shop sold goods for T$20,000 and its average margi n was

12% ~What was the gross surplus?

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

> A shop sold goods for T$3,300, having paid T$2, 900 for
t hem and T$200 for running the shop. VWhat was t he net

sur pl us?
a T$3, 300
b T$400

¢ T$200
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VWhich of the followi ng statenents is correct?

a The shop which sells nore than any other shop w |
al ways have the highest gross surplus.

h The gross surplus depends on the margin only.

¢ The gross surplus depends on the margin and on the
sal es.

There will be a loss if:

a the costs of running the shop exceed the gross sur-
pl us;

b the costs of running the shop exceed the net surplus;

¢ the gross surplus exceeds the net surplus.

Leakage wil | :

a increase the gross surplus;
b decrease the gross surpl us;
¢ not affect the gross surplus.

Which is usually the largest cost incurred in running a
co-operative shop?

a The costs of the building and the equi prent.
b Interest charges.
¢ \Wages.

Wi ch of the followi ng costs can nost easily be changed
by the conmttee?

a The costs of the shop building.
b The costs of the goods.
¢ Staff wages.

Why i s the depreciation cost of the shop buil ding
spread out over several years?

a The cost is too large to be paid in one year.
b Because the building is used for several years.
¢ To obtain a bigger net surplus.

O the following, which is nore costly to a shop which
has borrowed noney?

a To pay a yearly interest of 6%
b To pay a nonthly interest of 2%
¢ There is no difference.
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COMPLEMENTARY EXERCISES

To conpl ete your studies of this topic
you should take part in sone of the
foll ow ng exercises which will be or-
gani sed by your teacher.

R

"\
PRACTICE

GROUP

/‘ - J
B! _
AN 8

GRAUP ASS| GNVENTS

§ DISCUSSION

Di scuss sone of the follow ng questions, first in groups,

t hen present your conclusions to the other groups for cri
cal exam nation

| . tal

ti-

To rai se nore capital nmany co-operatives have to borrow

noney to add to their own capital and the contri buti
fromnenbers. Discuss the nost advantageous ways of r
si ng noney.

2 The working capital

ons
ai -

Ask a few co-operative societies for bal ance sheets and

cal cul ate by how nmuch the working capital has chan
fromone year to the next. D scuss whether the trend
been favourable or not.

3 Wiy a surplus is necessary

See page 48. Cal cul ate the yearly net surplus
suggest ways of using it. Menbers' shares anount
T$16, 000. Wul d you recommend the society to cut pri
next year?

ged
has

and
to
ces



Jo increase the surplus

In a small town there are three privately owned shops and
one co-operative shop. This is the trading result of the
co-operative shop for |ast year:

Sal es T$ 50,000 1 00%

- Cost of goods sold - 44,250 88. 5%

= Leakage (cost of goods lost) - 750 1. 5%

= (> oss surplus 5, 000 1 0%
Wages - 7,200 14.4%
House rent - 2,400 4. 8%
| nt er est - 800 1. 6%
O her costs - 1, 200 2. 4%
Net | oss T3 6, 000 - 13.2%

Di scuss possi bl e ways of turning the result into a
surplus during the com ng year

Suppose the costs cannot be further reduced. To avoid
a net |loss, what would the sales increase have to be?
(The margin is 10%

Prices are about the sane in all four shops. What
woul d you recommend that the co-operative shop do in
order to increase its sal es?

: | i |

Exam ne the trading reports for |ast year of some co-op-
erative shops, including the one you work in. Di scuss
the reports and answer the follow ng questions:

a)

b)

Do you consider the net surplus sufficient? If not,
suggest sone ways of increasing it.

How shoul d the net surplus be used for the maxi mrum
benefit of the menbers?


ana

ana
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MATCOM TRAINING MATERIAL

MATCOM has published the foll owing "Learning El enents" for
staff, managers and committee nenbers of consumer co-operat -

i ves:

Eor instructors,

Inquiries and orders for

L SBN

BASI C ECONOM CS OF A CONSUMER CO- OPERATI VE 92- 2-105729-1

PLANNI NG AND CONTROLLI NG THE BUSI NESS
CASH AND STOCK MANAGEMENT

PRI CI NG

BUI LDI NGS AND EQUI PMENT FOR SMALL SHOPS
BASI C RULES FOR THE DI SPLAY OF GOODS

92-2-102222-6
92-2-105046-7
92-2-103028-8
92-2-102177-7
92-2-102067-3

THE DI SPLAY OF GOODS I N SELF- SERVI CE SHOPS 92-2-102081-9

EASY LETTERI NG FOR SI GNS AND POSTERS
THE STOCK RANGE

ORDERI NG GOCDS

RECEI PT OF GOODS

SHOP HYQ ENE

FOOD SPO LAGE AND PRESERVATI ON

VEI GHI NG AND PREPACKI NG

PRI CE- MARKI NG

SALESMANSHI P

SHOPLI FTI NG

HANDLI NG OF CASH

CASH CONTROL W THOUT A CASH REG STER
CASH CONTRCL USI NG A CASH REGQ STER
LEAKAGCE

STOCK CONTROL RECORDS

STOCK- TAKI NG

WORK ORGANI SATI ON AND STAFF MANAGEMENT

the follow ng material

TRAI NER S NOTES - A bookl et conpri sing
notes for the instructor on the use of
t he above "Learning El enents".

RETAI L MANAGEMENT - A conpl ete 2-week
course presented in a "Trainer's Mnual "
(ringbi nder). For each session there is
a session-guide for the trainer and a
copy of each case-study and ot her hand-
outs for the trainees.

sent to:

The MATCOM Project

c/o COOP Branch
International Labour Office
CH 1211 GENEVA 22
Switzerland

MATCOM trai ning materi al

92-2-103330-9
92-2-103089- X
92-2-103088-1
92-2-102437-7
92-2-103692-8
92-2-103693-6
92-2-105730-5
92-2-102632-9
92-2-102223-4
92-2-102481-4
92-2-102361-3
92-2-102435-0
92-1-102436-9
92-2-102049-5
92-2-102774-0
92-2-105731-3
92-2-103268- X

is avail abl e:

92-2-105151-X

92-2-105490- X

shoul d be





