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INTRODJCTION

The oo-operative sector in Burma forms an integral part of the
socialist economic system and is considered the second pillar of
the economy. The sector contributes towards the total net output
of the nation and the three areas of contribution ore the
production,; services and trade sectors, Under the 20 year econo-
mic plan, at the end of the planned period, i.ec., 1993-94, the
co—-operative sector is targeted to fulfil (26.0%9 of the total
national output. The contribution of the co-operative sector is
the highest in the trade sector, which acoounts for about (48.0%).
The main focus of the trade sector is on the primary co-operative
societies, i.e.y; the Village Co-operative Societies and the
Consumers' Co-operative Soocieties. At the present juncture, the
socleties amount to (70,3%) of total number of societies, in
Burma, The performance appraisal of the co-operative societies
is oonducted through the use of financial ratio analysis.

In the present study, the (1,259) Consumers' . and Village
Co—operative Sooieties in Rangoon Division is studied and the
foous of attention is on the financial ratios used for performance
appraisal. The main objective of the study is to examine and
evaluate the co—operative societies over a six-year study period.
on the basis of the financial ratios. At the same time a develop=-
ment of empirical norms for these ratios is undertaken. Con=-
current to the study, the examination of the factors whioh affeots

the performance of the co~operative societies is also made.



In Chapter One, various aspeots dealing with the appraisal of
business firms, finanocial appraisal, analysis of financial state-
mente, financlal ratios used in co—operatives, interpretation of
the measurements and limitations of ratio analysis is desoribed
and discussed, Chapter Two deals with the co-operative movement
in Burma outlining its development, the importance of the co-
operative seotor in sooialist economy, the organization of
co-operative socicties and the nature of Qonsumers' and Village
Co~operative Soocieties., Chapter Three forms the main portion of
the thesis. The empirical analysis ocarried out is described in
two parts. In the first part, financial statement analysis using
ratios conducted on the 1,259 co—-operative societies is desoribed
and 2 taxonomio exercise leading to a classification of co-operative
sooleties in terms of its performances is disoussed. In the second
part, detailed systems study of thirty co—operative societies is
elucidated and the results of the identification of variables
which disoiriminated socleties in terms of its performances is
described; Finally in Chapter Four, the main findings of the study,
its oonstraints and weaknesses and the directions for further re-

search is disoussed as the conclusion of the study.



CHAPTZR I
THEORETI CAL. CONSIDIRATIOITS

1.1+ - Appraising a Business Firm

A business organization is an economic institution.
Its chief aim is to provide goods or services which are
needed or desired and are compatible with the nation's
social attitudes. From the customers' point of view,
there is no reason for the existence of the business
except the service it renders, Under the competitive
economy, the objective of a business is to maximize the
profit in consistent with the long-term growth of the firm.
There usually exist other objectives which have social
implications. However, any such objectives are still
dependent upon and successfully supported only by effect-
ively meeting the objective which is to satisfy the
customers' needs or desires.

Appraising a business from over-all vantage-point
may be approached in many ways. However, the following
aspects should be taken into consideration during the
process of analysis=1
(1) The organization,

(2) The environment,

1M‘anagement Consulting: A guide to the profession (5th im-
pression; Geneva: International Labour Office, 1980), p.66.




(3)
(4)
(5)
(6)
(7)
(8)
(9)
(10)
(11)

Input resources,
Objectives, policies, plans,
Finance,

Marketing,

Produoction,

Research and development,
Personnel,

Performance (over-all),
Management and organization.

An understanding of the nature, importance, interrelation—

ship and effectiveness of each of these aspects will facilitate

the analyst who appraises the business.

(1) The organization

Under this heading, one should examine the key inform-
ation on the nature, purpose, role and major characteristics
of the organization. The elements relating to the organi-
zation are activity, history, importance (goodwill, position
in country, sector, region, etc.), ovmership, influences
(main owners, centres of control) and location. The analyst
should be particularly interested in historical events which
may have shared the organization in a particular way and
be the origin of various deeply-rooted traditions and be-

havioural patterns,

(2) The environment

The organization should be seen in the context of a



(3)

(4)

socio—-economic cnvironment with which it interacts. Onec may
find that environmental factors are economy, natural resour-
ces, peopley, socio-culture, government, politics, legality
etec. However, it may not be necessary to review all the
aspeots, in most cases only selected environmental consider-
ations will apply.
Inout resoqurces

The input resources available to the organization
should be considered in a global way, without cntering into
questions concerning the organization management of resources
that fall specifically under financial management, personnel
management etc. The main purpose is to roview the broad
proportions between the principle resources groupsand to
cxamine how far these resources are adequate for the purposec,
the main objects and the development opportunities of the
organization. The resources to bc examined are capital,
people, plant and equipment, ctc.

jectives icies a

The study of the organization's objectives and policies
is a key clement and is a basis for performancc appraisal,
The analyst must examine whether the organization has form-
ally defined objectives, what sorts of objectives are used
and how they are determined. Not only should the firm's
objoctives be known, but also therc should exist specific

objectives for each operating division. Thc samec applies



(5)

(6)

to policies, i.e., the main rules (written and non-written).
The policies should support the objectives., Then, the system
of planning for both long-term and short-term plans should be
reviewed. Finally, the analyst needs to know how the object-
ives, policies and plans are inter-linked and harmonized.
Finance

This is one of the key areas in appraising a business
because the financial strength and results of business organ-
izations reflect the potential and results of all the other
areas and functions. The financial appraisal concentrates on

the analysis of the organization's reports for the preceding

yoars as a means of assessing strength and weaimess, measuring
past performance and establishing upward and downward trends.
The findings of the financial appraisal are used to orient
further investigations and remedial activities in other funo-
tions and areas of management. To realize the importance of
the financial appraisal one must first examine carefully the
extent of its scope and methods and this will be discussed in
the latter sections.
Mazketing

The marketing funotion provides an essential link between
the organization and the environment. It is necessary to get
the picture of the market that is available and of the market
strategy followed. It is also needed to examine the effective-
ness of marketing strategy and its impact on production, research
and develorment, purchasing and other functions. Various com—
ponents of the marketing funection such as the organization of

sales, advertising, the location of stocks, warchousing, tran-
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(8)

(9)

sport, etc., may be briefly reviewed if appropriatoc.

Produoti — )

The analyst may find interest in the very large and diversi-
fied area of production., He has to oconcentratc his efforts on

two issucse.

(1) an examination of the organization of production and the lay
out of production departments, the relationships between
operating divisions,

(ii) an examination of key indicators of effectiveness of produc-
tion activities such as capacity utilization, volume and dis-
tribution of work in progress, utilization of working time of
production workers, quality of production, etc.

Research and dovelooment
The first question on research and development should be that

of its role in the organization. The interesting clements in re-

search and development (R and D) arca are, rclations in tho total

cycle of rescarch-development-manufacturing-marketing, R and D

expenditurce, and its utilization, thc rclationship of R and D man-

agement to general management of the firm, ctc. Even in organiza-
tions which has little or no internal R and D, somc relationship

to oxtornal R and D may exist. TFor example, ncw technologies bought

in the form of equioment.

Persgnnel
The critical issue in the pcrsonnel arca is the impact of

personncl policy on the porformance and development prospeots of the



organization. The personnel policy refers to criteria applied
to selection, recruitment, promotion and renumeration. It is
important to get a true picture of how and by whom personnel
decisions are made and how this affeocts the moral and motivation
of people. Career planning and development, personnel performance
appraisal and the role of staff training should be examined. It
is also needed to assess both financial instruments, i.e., wage
policy and profit sharing and other motivational factors, such
as challenging work opportunities, employment security, social
services, etc,
(10) Perfo c ver—a

The examination of the organization's objectives, policies
and plans, resources, main activities and results in particular
functional areas helps the analyst to make some judgement on the
over—all performance of the organization. In this manner one
may assess whether this performance is fully satisfactory and
point out necessary improvement. The indicators used for this
purpose may include the rate of growth, productivity, profita-
bility, stability of employment, etc. The rate of growth should
be reviewed from the aspects of output, market share, sales,
capital, employment, etc.

(11) apagement and organization

One who appraises 2 business will have to extend and deepen
his knowledge and understanding of the organization's manage-
ment, This will help him in detormining the relationship

betwoen the weakness diecovered, and the way in which



1.2,

decisions on important matters are prepared, taken, imple-
mented and controlled, It may be necessary to pay special
attention to the competence and personality of those who

are in key positions.

Financial appraisal

The objectives of business enterprise are derived from
the nature of business itself., In general, most of the
business enterprises are designed to produce goods and
services with the ultimate objective of seeking profit,
However, profit in themselves is not enough to sustain the
firm for long periods. To maintain the continued success of
the firm, it needs not only to maximize profit but also to
have the capacity to meet all the maturing obligations.
Therefore, liquidity can also be viewed as the objective of
an centerprise. Iiquidity is desirable for two major reasons,
one of which is to pay all claims and the other is to fulfil
cash requirements arising from uncertainties,

Sometimes, the objeotive of profitability and liquidity
may be viewed as opposite propositions. In general, the more
allocation of resources in liquid assets, the lower chance
to uso resources in profit generating activities., However,
the proper allocation of resources among business activities
which maximizes the profit - even investment in cash can

be viewed as promoting profit. A certain minimum amount of



f0

cash is necessary to maintain a sound credit position which
tends to reduce future costs of capital. In a sense, liquidity
objective is not competing with profitability objective, and
they may be viewed as twin objectives. The finance function,
then, ideally involves efforts to derive a financial scheme
which will maximize profit whilst maintaining liquidity of a
business,

It is already mentioned that assessing the financial
strength and results of a business organization is important
in appraising the business firm. One who examines the sound-
ness of business organization should center his efforts to
the area of finance., The financial oondition and results of
a business firm are of interest to management, shareholders,
creditors, labour unions, governmental agencies and prospect-
ive owners and creditors. A basic methodology utilized to
appraise a firm's financial condition is financial analysis.
The analysis is based on financial statements and records.
The results recorded in the books of account are summarized
on financial statements for the purpose of interpreting
financial conditions. With the proper application of anal-
ytical techniques, it becomes possible to derive valuable

information from the statements,

1.3. alysis F cial Sta

IMinanoial statements and records are the main sources
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of information for financial analysis. Two main statements which
will be based in financial analysis are a balance sheet and an
income statement.

The balance sheet is a snapshot of assets and liabilities of
the firm on one particular day of the year, expressed in financial
terms., It shows the sources of capital in terms of share capital,
loan capital and retained earnings, It also shows how the re-—
sources are currently deployed in the form of land, building,
machinery, plants, stocks and cash, It shows how much is owed
to the company by debtors and what the company owes to creditors
and the bank.1

The income statement tells the story of the year's activities
in terms of sales, costs and profit. It shows the szles revenue,
the change in stock levels, the manufacturing cost of goods sold,
the expenses of administration, selling and distribution and re-
search and development, the operating profit, the interest expense,
profit before tax, taxes and net profit after tax.z

The usefulness of these statements depends upon their re—
liability and completeness and the ability of the user to understand
and appreciate the signifiocance of what is presented, It is also
important to know the significance of each individual item and of

each group of items on the reports.

T1vid., .77

2Thide, DeTTe
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To make poss?ble a correct interpretation and use of finan-
cial statements, it is necessary:

(1) That the statements be prepared in the proper forms with
proper classifications of the items that they contain,

(2) The items appearing on the statements be correctly stated
both as to the amount and as to the title.

(3) That proper comparisons be made to show the present financial
condition and the change that has taken place during the
fiscal yea.r.1
In order to obtain the information desired, one has to

analyse the financial reports carefully. Anyone with some knowledge

and experience in financial matters may be able to review finan-
cial statements and arrive at some logical conclusion about the
business. However, most of the items appearing in the state-
ments often mean little or nothing in themselves. Very often,
the use of absolute figures is misleading. Therefore, analysis
of financial statements is only possible vwhen the figures are
expressed as percentages or ratios.

In addition to a review of the absolute data, financial
statements can be studied in a number of different ways, such as
vertical analysis, horizontal analysis, ratio analysis, etc. The

analysis can be based on a single set of financial statements as

1James 0. McKinsey and Howard S, lMoble, A inci
(Cincinnati: South - Western Publishing Company, 1944), D805,
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well as on comparative reports.

The measurement of individual items in terms of other items of
the same date or period is called vertical analysis. This method
is used in cheocking the distribution of expenses in the income
and expense statement or assets and liabilities in the balance sheet.
And By the use of percentage components, the financial statements
of different companies in the same industry can be compared.

The measurement of changes in financial data from one period
to another is called horizontal analysis. Trends can be expressed
by nreparation of percentage statements, The techniques is to
select a base period and to give a weighting of 100, Tach similar
item in other periods is related to the comparable value of the
base period. In practice it may not be necessary to apply such a
technique to all the items in the statement; but only to those
values which should bear some reclationship to each other. More-
over, if the relationships developed from data of the current
period are to have more interpretative value they should be
compared with similar previous periods. The essense here is that
the over-all picture presented by current year's figures and the
picture that emerges from studying trends over a period of years
are both necessary in financial analysis.

Ratio analysis is one of the major analytical methods used
in judging the condition portrayed by the financial statements,

It centers on efforts to derive quantitative measures concerning

financial condition and results of the business. It involves the
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computation of a specific ratio of one figure to another from
financial data to make the statements more meaningful. The
special advantage of working out ratios is that financial position
and performance can be properly judged.

However, a ratio of itself is not necessarily helpful. To
serve the need of analyst, it must be based upon a logical and
meaningful operational relationship. One ratio might suggest
the need for others. In this manner a logical pattern can be
constructed. At this point the analyst must clearly understand
what the given ratio is intended to measure if any value is to be
gained., All the ratios and measurements are not to be used, but
rather as a selection of those ratios which are relevant to the
type of investigation that is being made. Each analyst is likely
to develop his own favourite set of financial indicators. One
can not hope to present a selective set of financial indicators
which are crucial or useful in any situations,

Moreover, one has to realize that ratio analysis is the basic
methodology utilized by investors to appraise a firm's financial
condition. This approach, because it is used primarily by out-
siders, is referred to as the external approach to financial
analysis. From the point of view of both present and potential
investors, financial analysis is to derive some notion of a firm's
ability to meot its obligations., Nevertheless, financial analysis
is employed for this purpose and becausc businessmen, creditors and.

owners often require the cexistence of some sort of minimum
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financial status before extending credit at all (much less on the
most favourable of terms), efficient financial management must
concern itself with this problem. Therefore, ratio analysis will
be used to some extent by financial management itself before it either
seeks or extends credit. But for the purpose of internal oontrol,
ratio analysis is usually woefully inadequ.a.te.1
Although ratio analysis is undoubtedly useful, frequently
more importance is attached to this tool rather than is warranted.
Because of the preciseness a calculated ratio appears to have a
higher degree of reliability or significance may easily be attached
to it than is desirable. Financial analysis involves a variety of
alternative approaches, and ratio analysis should be viewed as only
one of several means of gaining understanding from financial data.2
In the following sections, a few financial ratios which are
used in co-operative societies in Burma will be discussed. These
ratios should not be considered all inclusive, other special ratios
and measurements may be suggested to various groups or analysts,

depending upon their particular interests.

1Stephen H. Archer and Charles A, D'ambrosio, Business
Finance: Theorv and Management (New York: The Maomillan
Companys 1967), pp. 483-484.

2W. T, Anderson, C., A, Moyer and A, R. Tyatt, Accounting:
Basic Minanoial, C and C c (New York: John Tiley
& SonS, InC.’ 1965), p0518.
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There are 15 finenoial ratios used in co-operative

societies

in Burma. They arc classified into three groups

as follows:

(a) Ratios to examino the structurs of capital and assots:

(1)
(2)
(3)
(4)
(5)

Vulnecrability of stocks

Inventory turnover

Utilization of working capital

Added valuec per kyat of operating asscts

Utilization of fixed asscts

(v) Ratios to cxamine liquiditys:

(6)
(7)
(8)

Current ratio
Aoid—-test ratio

Cash ratio

(¢) Ratios to examine profitability:

(9)

(10)
(11)
(12)
(13)
(14)
(15)

Return on total investment
Return on stockholders' equity
Gross profit ratio

Operating expense ratio

Vet profit ratio

Operating ratio

Return on operating assets
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Ratios to examine e f canital and assets

(1) Vulnerability of stocks

Stocks

Yorking oapital

Only a few authors have described comments on this
ratio in their books,

Aocording to Solomon J. Flink and Donald Grunewald,
this ratio is referred to as inventory ratio. They declare,
"The inventory ratio measures the extent to which the net
working capital is financing a current asset item (inventory)
which shows generally the least liquidity. Thus, an inven-
tory ratio of less than 1 indicates that the working capital
of the firm is greater than the inventory. In this situation,
the remainder of the current assets (cash and receivables),
including the excess of net working capital over inventory,
are available to meet the current 1ia'bilities.“1

They also state that if the inventory ratio is greater
than 1, it follows that (1) a portion of the net working
capital is tied up in inventory, and (2) that the excess
of inventory over net working capital has been financed by
outside sources.

In the ILO book, "lManagement Consulting', it is stated

s 0 0

Managerial Finance (New York: John Tiley & Sons, Inc., 1969,)

21 bid. ,
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that if stocks form a large part of working ocapital, price
falls may necessitate considerable write—offs from profits;
thﬁs the business is more vulnerable to trade fluctuations and
a large investment in stocks can also result in cash short-
ages.

(2) Inven ver

Cost of sales

Average inventory

Many authors have mentioned their comments on this ratio;
A few are interesting and are presented below,

R, M. S, Tilson points out that this measures the speed
with which stock is turned over, hence, the efficiency of
the buying department or production ocontrol department and
whether capital is locked up in unnecessary large stocks.2

In addition, Joseph A, Mauriello states, "A low turn-
over may indicate a condition of Qbsolete, slow-noving
merchandise or of over investment in merchandise, A rapid
turnover is caused by higher sales total, should result in
a larger net profit, first because of the increased gross
profit resulting from the increase in volume of sale, and,

secondly, because of the failure of expense items of fixed

amount to increase corresPQndingly."3
1110 S '
() OPe C:L'toy P087o
2Financia1 Control: 2 svstem avnproach (London: McGraw-Hill
book companys 1974)s PeT9e
ediatc A ing (New York: The Ronald Press Company,

1950), p.598.
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On the other hand, Howard S. Noble and ITiswonger declare,
"The improvement in the turnover resulted from an increase in
the cost of goods sold, combined with a decrease in average .
inventory. The variations in type of merchandise is too
great to permit any generalizations as to what constitutes a

satisfactory turnovor."1

Moreover, 7., T, Anderson, C. A, Moyer and A, R, yatt say

that, in general, a high inventory turnover is desirable as long
as customers arc not dissatisfied because of shortages in

stock or poor assortment of merchandise. They also state that
a high inventory turnover is desirable because the turnover
is directly related to the capital required to finance the businoss
and to the profitability of the concerned.2

Besides, Robert N, Anthony mentions in his book, ''manageoment
Accounting’, as follows, "Inventory turnover is an indication of
the velocity with which merchandisc moves through the busincss,
An increase in the absolute size of inventory, for examplc; may
represent the additional stocks required by an expanding business,
or it may represent an accumilation of merchandise because sales

have dropped off. In the latter cascy, the inventory turnover will

1égggunjjng Prinoiples (Cincinnati: South~Testern Publishing
Company, 1961),; p.680.
2

Op. Cito 9 p0521 °
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decrease, A decrease in the inventory turnover ratio may
therefore be a significant danger signal. If the cost of
sales figure is not available, a turnover ratio may be
computed using the sales figure instead., Such a ratio
does not then show literally how many times the inventory
turned over during the year, but if the profit margins
remain roughly constant, a comparison of this ratio for
several years may nevertheless be usef .“1
Furthermore, I. J. Chaykin and !, Zimering state,
"In all cases, average inventories are presumed 4o’
represent the average stock carried and may be computed
as the average of the opening and closing figures or where
the information is available, as the average of monthly,
weekly or daily balanoes."2
Although many comments have been given by different
authors, they are not much different from the comments
mentioned above.
(3) Utilization of workine cavita

Sales

Yorking capital

Only a few authors have mentioned this ratio in their

writing.

1;@ggg;ymzﬂ;£&&ggnjing_(Revised ed,3 Homewood, Illinois:
Richard D, Irwin, Inc., 1960), p.265.

2jdvance Accountine Problems; Theory and Practice (New York:

John Wiley & Sons, Ince., 1958), p.150.



21

According to IL0 book, "Management Consulting', comments on
this ratio is described as follows, "From the performance point of
view, the faster working ocapital is turned over, the better for
working capital is used to generate sales. Howevei, if the turn-
over is too fast it can indicate inadequate working oapital. A
sudden drop in income or a slowing down in collections from deb-
tors can leave the company very short of money."1

On the other hand, Joseph A, Mauriello declares that this
ratio measures the number of times that net working capital was
turned over, i.e., the degree of activity of net working oapita1.2

Similarly, Solomon J. Flink and Donald Grunewald say that
this ratio reflects the turnover of the firm's net working
capital in the course of the year.3

Besides, J. Brooks Heckert and James D, "ilson state, "An
increase in sales volume is usually aocompanied by an increase in
receivables and inventories, Because of this relationship,
analysts have developed the ratio of net sales to working capital
as a measure of the efficienoy in the use of working ca.pital."4

They also point outy "Such a ratio has limited use because of

the many factors influencing working capital. A low turnover may

11109 OPe Oito, 'D.B'T
2013. oit. 9 p05980
3Op. oitey De89.

4an§gggge;ship (2nd ed.; New York: The Ronald Press Company,
1963)9 P.63.
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result from heavy inventories or receivables., But it might
be the effect of a large cash balance. A high ratio oould be
the result of favourable turnovers of receivables and in-
ventories, But it might also reflect inadequate working
capital = .= current assets kept high through a substantial
increase in current liabilities which may maturc before the

. . ) 1
inventories can be converted into cash,"

Added wvalue ver kvat of opcrating assets
Added wvalue

Operating asscts

In the book"lManagement Consulting", published by ILO,
commcents on this ratio is stated as follows, '"This ratio
is a rcfinement of sales to opecrating assets. Growth in
terms of sales turnover is not nccessarily an indication of
improvement, as the incrcasec may be due to an increase in
the cost of material used. Deducting the cost of materials
from the sales figure has the advantage that it discounts any
fluctuation in material costs."2

According to Eric L. Kohler, added value is defincd as
follows., "Any of the segments of the selling price of a

commodity or service attributable to the present or a prior

1Ibid.

211.0, ops Cite., PP.85-86,

-~
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stage for its origin."1 Therefore, in the case of Consumers'
Co—-operative Societies which deal in retailing goods, added
value is the difference between the buying cost and the
sales revenue.,

(5) Utilizati of fixed as

Added value

Fixed assets

In the book "Management Consulting’, it is stated that
this 'is a  refinement of the ratio of sales to fixed
assets. The ratio is a breakdown of ratio —-—'"Added value
per & of operating assets", and should be used in conjunction
with that ratio to determinec whether a fall in asset utili-
zation denotes poor utilization of fixed or of current assets.

(b) Ratios to examine liquidity
(6) Current ratio

Current assets

Current liabilities
Many definitions and comments on this ratio have been
put forward through the decades., A few are interesting and
are as follows,
Paul A, Carlson, Hamden L, TMorkner and Alva Leroy

Prickett say "In order to discover the ability of the busi-

p—

1 -
A Dictionary of Accountants (5tk ed., Yew Jersey: Prentice-ball,

Inc., 1975); DPe22.

2ILO, OPe Citog P.86.
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ness to pay its current liabilities, the current assets are com-
pared with the current liabilities, As the current ratio shows
the ability of a business to pay its current liabilities, it is
generally considered that the current assets should be consider-
ably greater than the current liabilities. After paying the lia-
bilities, there must be enough cash and other current assets

available to use as working capital to operate the 'business."1

Moreovery; John N, Myer declares that, naturally, the analyst
expects to find in a solvent business a considerable excess of
current assets over current liabilities, because, while the debts
arc rarely reduced in other ways than by payment, the assets
available to liquidate them may be subject to shrinkage.2

Similarly, Solomon J. Flink and Oonald Grunewald state,

"As a barometer of liquidity, the current ratio suffers from

two defects. In the first placey; it treats all current asset
items alike, No distinction is made —— in the ratio — between
suoch current assets as cash,receivable and inventory. The second
reason for the inadequacy of the current ratio is to be found in
the accountant's treatment of "current'. Basically, the account-
ant will treat an asset, or liability, as current if it matures

within the next twelve months. TFrom the viewpoint of financial

122@.WW Acéounting (20th'ed.s
Cincinnati: South—Testern Publishing Company, 1953), p.401.

%pirancial Statement Analysis (4th ed.; Now Jersey:
Pronticc-hall, Inc., 1969), p.186." ~
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management, it is of little consolation to know that the receiv-
ables will be collected in 90 days or that the inventory will be
sold for cash in six or nine months if the obligations to supp-
liers will mature in thirty or sixty days. It is for the above
two reasons that many financial analyst look with suspicion at
a current ratio of less than 2:1. This ratio is a so-called
rule of thumb. However, in some lines of business, a ratio of 15:1
may be highly satisfactory. By the same token, in some lines of
business, a ratio of 3:1 or even 5:1 may represent minimum level
of reasonable 1iquic1ity."1

In addition, Homer A, Black, John T. Champion and R, Gene
Brown say, "From the viewpoint of outside creditors, a decrease in
the current ratio is usually considered undesirable if no sig-
nificant change has taken place in asset turnover or composition.
However, if the business still is able to meet its debts when
they come due without financial strain, a deorease in the current
ratio should not cause alarm. Indeed, a decrease in the current
ratio might mean that the assets of the business are being used
more efficiently than previously. A change in the current ratio
must, therefore, be viewed in conjunction with data of similar
firms and with many other factors which affect the financial
position and income potential of the business. The current ratio

is used in an attempt to predict whether available rcsources in

10P. ‘cite 9 Po 78‘:790
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the near future will be on hand in sufficient quantities and at
sufficicnt times to pay the liabilities as they mature. It gives
only approximation, and is subject to a margin of error to the
extent that the assets will be collected or the liabilities will
mature at irregular intervals."1
Besides, Robert K. Jaedicke and Robert T. Sprous state,
"Debt-paying ability depends on the availability of cash. In
general, the more rapidly recoeivables and inventorics are con-
verted to cash, the smaller the current ratio required in order
to pay short-term debts promptly."2 They also declare that if it
takes a long time to collect receivables and if inventories used
up slowly, the current ratio must be relatively high. A currcnt
ratio may be unnecessarily high as woll as uncomfortably 1ow.3
In addition to the comments mentioned above, 7. T. Anderson,
C. A, Moyer and A, R. "Tyatt, Joscph A, Mauriello, "ilbert T.
Karrenbrock and Harry Simons, illiam A, Paton, Bion B. Howard
and Miller Upton, John R. Cerepak and George J. Geier, Howard
S; Noble and Miswonger and many other authors have also given

comments on this ratio.

1&@@&@@&&1@2& (2nd ed.; New Jersoy:
Prentice-hall Inc., 1969), pp.333-334.

zAgggynjing Flows (New Jerscy: Prentice-hall, Inc., 1965),
P.139.
3

Ibid.
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Acid=test ratio

Quick assets

Current liabilities

Many definitions and comments on this ratio have been
put forward through decades, A few are interesting and are
as follows,

Robert ¥, Anthony and James S. Reece state, "Some current
assets will not in fact be converted into cash, e.g.; Dre-—
paid insurance., Also, inventory may not be able to be sold
quickly. Therefore, another liquidity measure exists
which considers just the quick assets, i.e., current assets
other than inventory and prepaid expenses. This measure is
called the quick ratio or acid-—test ratio, and measures the
extent to which liquid resources are readily available to
meet current obligations. Generally, an analyst would expect
to see a quick ratio of at least 1:1 unless the inventory
of the firm was fast-moving and not subject to o'bsolescence."1

Similarly, Stephen H, Archer and Charles A, D'ambrosio
declare "The current ratio was developed many decades ago
ags a means of deriving a rough idea of the liquidity of a
firm, Beoause somec questions might arise regarding their poss-—
ible value in the cvent of liquidation, the typically least

liquid of all the current assets, inventories, is often dropped

1&@1@&@@@%&&&&2@9@ (3rd ed.y Homewood, Illinois:

Richard D, Irwing Inc., 1975), p.254.




from the numerator, The result -~ the ratio of the sum of cash,
marketable securities and receivables to current liabilities —-
is often presumed to be a better guide to the short-term debt-
paying capacity of a firm. Aotually this ratio does not entirely
supplant the current ratio; rather, it partially supplements it
and, vwhen used in conjunction with it, tends to give a better
picture of the firm's ability to meet its short-term debt out of

short—term assets. The traditional standard for this ratio is

131 .311

In additiony Solomon J, Flink and Donald Grunewald say
"An acid-test ratio of 1:1 or better generally indicates that the
firm will be able to meet its current obligations without depend-
ing upon an early sale (for cash) of a portion of its inventory.
On the other hand, an acid-test ratio of less than 1:1 often
points up the following facts. The firm's inventory must be readi-
ly marketable if the current liabilities are to be met 2t maturity,
unless the firm can obtain an cxtension of the due date from the
suppliers or a loan from a financial institution. In essence,
the acid-test ratio is a mecasurc of the firm's dependence on its
inventory.for liquidity."2

On the other handy; Robert K. Jacdicke and Robert T. Sprouse

point outy "The inclusion of inventories a2mong current assets

1Op¢ Cito, P051 5.

2Op. Cito ? p.80.
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sometimes raises questions both as to their liquidity and as to
the method of valuation. Comparisons of firms using the FIFO
method with firms using LIFO method necessarily introduce error.
Unfortunately, information about the ourrent value of inventories
is rarely provided. One way of handling the problem of "doubtful"
inventories is to ecliminate them from the calculation. The nesult-
ing ratio is often rcferred to as the "aoid-test ratio' or
"quick-current ratio". The adequacy of this ratio must be do-
termined by comparing it with a similar companies and by com-
paring it with previous periods."1

Moreovery, Joscph A, Mauricllo mentions in his book "Inter-
mediate Accounting'" that the higher the aocid-test ratio, the more
secure are the claims, of short-term creditors, and thereforo, the
less objectionable is a low ratio of current asscts to current
liabilities. Although., a ratio of one to one is considered sat-
isfactory, adequacy of the ratio should be judged with reference
to the several factors mentioned in the discussion of the working
capital ratio.2

In addition to thc comments mentioned abovey, . T. Anderson;
Ce A, Moycer and A. R, Wyatt, Yilbert T. Karrcenbrock and Harry
Simons, illiam A, Paton, Bion 3. Howard and Miller Upton,

John N, Myer and many other authors have also given comments on

1Op. Ci'to ) p.140-

2OP° Cit. 9 p-597o
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this ratio.

(8) Cash ratio

Cash + marketable securities

Current liabilities

Only a few authors have mentioned thisratio in their books,

Solomon J. Flink and Donald Grunewald state that this
ratio is obtained by subtracting both the inventory and the
receivables from the current assets, They also declare
that few firms would be expected to, or care toy, have a ratio
of 1:1 and such a ratio would imply that the firm has enough
cash on hand to meet all current liabilities.1

Besides, Joseph A, Mauriello points out, "This ratio is

- the strictest of liquidity. It measures the ability of the

concerned to retire its current liabilities without conver-
ting its receivables or inventories into ocash, A ratio of
one to one is considered excellent, but will ordinarily
prove to be the exception rather than the rule."2

Stephen H. Archer and Charles A, D'ambrosio refer to
this ratio as absolute-liquidity ratio. They say, ""As a
logical consequence of the concept of eliminating inven-
tories as a liquid asset in the acid-test ratio because of

their questionable value in liquidationyanotherstep is taken in

10}_‘). citaey P.81o

2Op. citey D597,
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an effort to derive a still more meaningful measure of liquidity.
Although receivables are generally more liquid in nature than in-
ventories, there may be doubt concerning their liquidity also.
By eliminating receivables and inventories another measure of
liquidity is had W relating the sum of cash and marketable
securities to the current liabilities. 50 per cent is an accept-
able standard for the absolute-liquidity ratio. This ratio is
not designed to supplant entirely either the current ratio or the
acid-test ratio."1

Again, Robert K. Jaedicke and Robert T. Sprouse declare,
"Although the peculiar distortions inherent in conventional
accounting for inventories are eliminated in the acid-test ratio,
its validity still is affective by the liquidity of receivables.
The valuation of receivables does not ordinarily introduce a
problem of any significance. Their valuation is dependent upon
the estimate of uncollectibles, but that is usually (not always)
a small percentage of the amount owing from customers. If the
liquidity of receivables is in question, essentially the same
alternatives are available as in the case of inventories - -
eliminate them from the caloulation or test their liquidity in-
dependently. ‘Then receivables are dropped from the oaloulation
of short-term debt-paying ability, the resultant ratio is un-

usually referred to as the cash ratio. Marketable securities are

1Op. Gito’ P.517.
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properly included in the cash-ratio computation in as much as
they can be oonverted to cash esentially as rapidly as a bank
deposit. Indeed, they are presumably held as secondary

1
cash reserves,"

Ratios t ami fitability:
(9) Return on total investment (ngﬂ;g on capital)

Profit before tax
Capital + fixed liabilities

Profit before tax

Torking capital + fixed assets

This ratio is presented by many authors. A few are as
follows,

Robert N. Anthony states, "Return on total investment
looks at income in relation to the total of the permanent
funds invested in the enterprise. The permanent funds con-
sist of stockholders' equity plus nonourrent liabilities; or
the same figure may be found by subtracting current liabilities
from total assets. The eaiming on..these funds are usually
taken as net income before taxes, plus interest on non-
current liabilities. The return-on-total-investment ratio
is a measure of how well management has used all the per-
manent funds entrusted to the business. Or, put in.another-

way, this ratio is intended to measurc the earning power of

1Op¢ cite ? p.142¢
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the net assets (net working capital plus other assets) of the
business."1

In addition, Robert N. Anthony also declares, "Reiturn on
investment can be calculated in another manner which, although
it is longer and gives the sgme result, is often more illuminating.
Two subsidiary ratios, investment turnover and operating profit
on sales, are calculated first. Many consider this to be the
most useful way of looking at the over-all performance of a
business, It suggests that performance can be improved either
by generating more sales volume per dollar of capital employed
or by increasing the profit margin on cach sales dollar gen-
'erated."z

In the I10 book "Management Consulting'", ocomments on return
on capital is described as follows. "Return on capital is tho
fundamental index of profitability. It indicates to the con-
sultant whether the client's business gencrates output comm—
ensurate with the resources invested. Although profit is ofton
expressed as a percentage of sales, the effect of turnover of
capital is frequently overlopked; it is important that these
two factors bec considered togcther; Return on capital is a
function of both profit to sales, and the ratec of capital cir-

culation in number of times per yecar. Yhen an adversc trend in

Tope cite, 04267,

2Op. Cito 9 P02680



return on capital employed is indicated, further analysis of the
secondary ratios will help to isolate the reasons."1
Ry, M, S, Wilson says "This is the measure of performance, as
it indicates the comparative effioiency with which the whole
company is run., In other words, it measures the earning power
of the total permanent (or long—term) capital of the enterprise.
This can be computed by multiplying the ocapital turnover by the
net orofit margin as derived from the seocondary ratios. G
A satisfactory rcturn on investment indicates an efficient use of
funds, and this is of crucial interest to both management and
sharcholders, Howecver, reclating a balance sheect item (capital)
to a profit and loss account item (profit) raises problems of
definition in attempting to find a suitable mecasurc of porformanco."3
In addition, J. Brooks Heckert and James D, Tillson point
out the factors which offect the rate of recturn on total invest-
ment, and theoir relationship to cach othor.4 Thoy says "It can
be seon that there arc two principle clements: (1) carning on
net salcs, expressed as a percentage and (2) turnover. Why con-

sider cach clement scparately? "hy not simply divide net income

by total investment to determine the rate of return? The answer

1ILO, ODe Ci'bo’ PP083"'850

2According to Re M. S, Mleony, rcturn on investment is
computed by dividing the nct orofit before interest by the total
permancnt capital,

3Op. cite 9 PP.82—83o

4According to J. Brooks Heckert and James D, Willson, return
on investment is the rclationship of the net income to the capital
omployocd.
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is that return on oapital omploycd rcsponds to movement in each of
these factors and cach, therefore, must be analysed. If there has
been no change in selling price, then any improvement in the pro-
fit sales ratio indicates cost reduction. If on the other hand,
there is no change in selling price or in total investment, then
an improvement in turnover indicates that capital is being utilized
more effectively, that management is securing more sales volume
out of the same working capital and plant. The management which
can control both of these relationships has done much to control
over=all corporate financial performance."1

On the other hand, William A. Paton states, "The rate of
earning on total resources employed, express the degree of suocess
achieved by the enterprise as an entity without reference to the
form of capital structurc employed, it measures earning power
from the standing point of all capital invested, regardless of
source, This earning rate is especially useful in comparing
enterprises having different forms of capitalization, and in
comparing different periods in the history of a particular en-
terprise which has undergone changes with respect to the re-
lative amounts of borrowed and proprictary capital."2

In addition,to the ocomments mentioned above, other authors,

Wilbert E. Karrenbrock and Harry simons, John N, Myer,

1Op. Citog pp-39—40.

Besential of Accountine (New York: The Macmillan Company,

1938), P0818.
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Robert N, Anthony and James S, Reece have also given the

oomments on this ratio.

R stoc ders!

Net income after taxes

Stockholders' equity

Some oomments on this ratio are presented below,

Je Brooks Heckert and James D, Tillson declare,
"Another broad profit guide is the relationship of net
income to stockholders' equity. 'There only common stock
is outstanding the percentage is determined by dividing
net income by the total ovmership equity however des-
cribed. If preferred stock exists, then earning must be
reduced by preferred stock dividends and related to only
the equity of the common shareholders. A great many busi-
ness executives feel that the ultimate test of stewardship
is the amount of net income produccd. in relationship to
sharcholders' capital. For the owners of the business
this is certainly an important test. The trend should be
watched from ycar to ycar. It may be secen that tho finan-
cial structurc of the tusiness enterprise may have an
important bearing on this ratio. Through judicious use of
cheaper funds, for examplc, thc return on sharcholders'
capital may bec multiplicd , Th4@ is known as trading on
the ocquity, or leverage. In using this ratio, as in all

others, considcration must be given to the existing



oircumstancos.“1

On the other hand, Homer A, Black, John L. Champion and
Re Gene Brown state, "Because of the dominance of the income
objective in business, one of the most widely used measures of
business operating performance is the rate (or percentage) of
income as compared with stockholders' equity. This is one of
a number of useful comparisons which determine a rate of change.
The rate of income, or return,on stockholders' equity is a measure
of the profitability with which management has used the capital
of the stockholders. It may be compared with the rate of
return of the same company for earlier periods, with that of
similar companies, and with the plan rate,with due attention
given to the limits of comparability. The point of view is that
of the corporation, not of the stockholders as individuals.
Rarely, and only by coincidence, will the total amounts which
stockholders have paid for their shares equal the stockholders!
equity on the books of the corporation."2

They also state, "Unusual items, such as extraordinary
charges andoredite, which are sometimes used in the measursment
of net income, can not be expected to recur with the same degree
of certainty as can operating revenues and expenses. The inter-

preter of the statement should, therefore, assign them a different

10p. Cito, p.38..

2Op. cit., PP.325-326,
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wolght.. This is facilitated by computing a rate of income before
extraordinary items, in addition to computing the rate of income."1

Besides,; Robert N, Anthony and James S. Reece point out
"Return on owmers' equity reflects how much the firm has earned
on the funds invested by the shareholders (either directly or
through retained earnings). This figure is clearly of interest to
a present or prospective shareholder, and is also of concern to
management, which presumably operates the business in the ovmers'
best interest, The figure is not generally of interest to lower-
level managers, however, who properly concern themselves with the
efficient us of assets, without concern for the relative roles of
creditors and sharcholders in financing those assets."2

Mcreover, John R. Cerepak and George J. Geier say "This
ratio aids in measuring the firm's over-all performance by deter-
mining the rate of return on the resources provided by stockholders'
investment, Sharcholders may use this computation as a2 tasis for
deciding whether an alternate use of thecir money might offer a
better potential return on their investment. The calculation
should preferably be based on the average stockholders' equity
maintained during the yeary, since the income was carned throughout

the year.”3

1OP. Git., po326'

2Op. cits.y DPPe239, 241,

3

Accounting for Business (Columbus, Ohio: Charles E. Merrill
Publishing Company, 1968), p.504.,
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Similarly, William A, Paton mention in his book, "Essentials
of Accounting", that the rate earned on the total equity of pro-
prietors or stockholders express the relation of the net avail-
able to the proprietary equity after all interest charges and
income-taxes to the amount of such equity including retained earn-
ings as well as original investment. They also say that this rate
is more widely used in financial analysis than the rate of earning
on total capital, in part because of general lack of understanding
of the importance of the other form of computation, and in part
because of the inadequacy of the data commonly a.vaila.ble.1

In addition to the comments mentioned above, other authors,
Wilbert E. Karrenbrock and Harry Simons, R, M. S. Wilson, 7. T,
Andersony, C., A, Moyer and A. R, Wyatt, Howard S. Noble and Niswonger,
and Stephen H., Archer and Charles A, D'ambrosio have also given
comments on this ratio.

(11) Gross vrofit ratig

Gross profit

Sales
Many authors have presented their comments on this ratio. A
foew are interesting and are as follows,
Re M. S, Wilson states, "This is a particularly important
indicator of profitability showing the profit potential before

charging financial, administrative and selling expenses. The

1Op. cits [ P.147o
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percentage of gross profit represents the average mark-up on pro-
ducts sold, and raises the important topic of price-fixing and
profit margins.ﬁ

Similarly, Joseph A, Mauriello says, "This percentage measures
the margin available to ocover selling, administrative, and financial
management expenses. A high gross profit ratio may not produce a
high total gross profit. Thus, with a lower sales price, implying
a lower gross profit ratio per unit, volume may so expand as to

produce a total gross profit in excess of that otherwise obtain-

able."2

Another author, Robert N, Anthony points out, "This ratio
indicates the average mark-up or margin obtained on products sold;
Since it is an average, it does not necessarily represent the
mark-up on individual products and these may differ widely from
the average."3

In additiony Robert N, Anthony and James S, Reece say that,
gross margin percentages vary widely among industries, but within
an industry the percentages for individual companies tend to be
similar,t

Moreover, J; Brooks Heckert and James D, Willson declare,

"The business must secure a gross profit high enough to cover

Op. Citn, p.81 °
OP. Ci'to, p.600.
Ope. Gitcg P0263-

4Op. cite 3 P.249.
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operating expenses and return a normal profit. Changes in
the volume of sales, manufacturing costs, and mixiture of
products sold will affect this ratio. A low gross margin
may be evidence among other thin%~of intense price compe-
tition, poor pricing policies, or insufficient volume to
cover fixed manufacturing costs adequately."1

(12) Overati ense rati

Operating expense

Net sales

A few interesting comments on this ratio are as follows.

Je Brooks Heckert and James D, illson state, "A widely
used device for internal management purposes as well as ox-
ternal analysis, is the measurement of operating expenses
against net sales, This review can be made by individual
types of expense, groups of expenses, or total functional
expense in relation to net sales. The resulting percentages
indicate in part the ability of the management to adjust
expenses to varying sales volumes. Of course, merely mea-
suring such expenses in relation to net sales can be extremely
misleadingin that sales volume may account for the lower
ratio and management might interpret the results as stemming
from inoreased efficiency. It, therefore, becomes important

controller
that thelggmparo trend percentages and absolute data as well

1Op. Cit., ppo64"'650
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as percentage of expense to net sa.les.”1

They also say that, from a control standpoint, those expenses
which increase at a relatively high rate should be analyzed to
determine what reductions can be effected -- or whether the com-
pany is receiving full value for money paid out. Standard ratios
and individual expense standards are useful in evaluating results
of such analysis.2

Besides, Paul A; Carlson, Hamden L, Fokner and Alva Leroy
Prickett declare, "Various trade associations have developed
national averages for these various expense items that show the
ratio of each type of expense to sales, These national averages
of perocentages or ratios of eaoch type of expense may be secured
from trade associations or the United States Department of Commerce,
or such organizations as Dun & Bradstreet."3

They also say, "If each profit and loss statement has a
percentage ratio column, the manager can compare the operations
of his business from period to period., He may also compare the
percentage of each item in his business with the national averages
and determine what expenses are out of line in terms of other
business. By a careful study of these expenses he may be able to

reduce some of them."4

Op. Citey Peb65e
OP. Ci't. 9 Po67°
Ope citey D407,

4Op. cit,. 9 p.407.
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On the other hand, W, T; Anderson, C, A, Moyer and
A, R, Uyatt point out, "We may also ocalculate the ratio that
any particular expense bears to sales, A comparison with
former years or with other companies would indicate whether
the ratio was favourable. TFor example, in 1965 advertising
exnense consumed 5.,0% of each sales dollar, whereas in 1964
advertising amounted to only 3.6% of each sales dollar.
This rather substantial increase within a one-ycar period
might warrant management study."1
Net orofit ratio

Net profit

Net sales

This ratio is presented by some authors. A few are as
follows.,.

R, M, S, Wilson mentions in his book "Financial Control"
that this ratio is considored by some people to be the single
most important measure of performance, but profitability
should be related to the investment required to generate the
income and this ratio directs attention to price fixing and
profit margins, but to Le significant it must be related
to variations in volume.

Similarly, Robert N, Anthony declares, "The net income

o

10p. Oit. 9 p.520.

ZOP. cit. P|820
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peroentage is a measure of over-all profitability. Some regard it
as the most important single measure of a company's performance,
but, as pointed out above, this is not so, since the net income
percentage does not reflect the amount of investment utilized in
earning the income."1

Another author, Joseph A, Mauriello states, "This percentage
measures the proportion of each dollar of sales which adds to
the capital of the corporation. The greater the merchandise
turnover due to a greater turnover of total capital means that
the net profit may be smaller and still yield the desired rate
of net. profit_on oapital."2 .

On the other hand, John R. Cerepak and George J. Geier say,
"This ratio is a measure of the firm's overall profitability and
is used to analyse the firm's operating efficiency. The ratio
determines the relationship between the net revenue gencrated
within an accounting period and the net income which was earned
within the same period. By relating these two amounts, the net
profitability of cach sales dollar is measured.“3

Morcover, Solomon J. Flink and Donald Gruncwald point out,
"This ratio highlights the success of the firm to obtain a price

for its products above the total cost of making and/or sclling

10p. Gito, P0263o

20P. Oito, p.600.

BOPQ cit, ] P.504.
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the goods. The ratio of profit to sales plays an import-
ant role in two management areas, In the area of financial
management, the ratio serves as a valuable indicator of the
firm's ability to utilize effectively (i.e., profitability)
outside sources of funds, Suppliers and lenders are
more readily inclined to extend credit to 2 company that
shows a high profit per dollar of sales than to another
company in the .same line of 'bu.siness."1

In addition to the comments mentioned above, other
authorsy Gilbert W, Cooke and Edwin C, Bomeli, I, J. Chaykin
and M, Zimering, Robert N, Anthony and James S. Reece and
J e Brooks Heckert and James D, Willson have also given
comments on this ratio.
Operating ratio

Cost of sales plus expenses

Net sales

Only a few authors have mentioned this ratio in their
books.,

Joseph Mauriellosays, "This ratio or percentage measures
the extent to which sales are absorbed by the elements
serving to decrease net profit. A high operating ratio
suggests instability. Costs and expenses include fixed

charges which do not decrease with reduced volume. Accord-

101). cit. 9 p085.
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ingly, a small reduction of sales in the face of relatively smaller
decline in cost and expenses may readily convert profit into loss.
The higher the ratio, the greater the need for a sustained volume
of sales and rapid turnover of merchandise and capital in order
to yield satisfactory profits. The components of cost of sales,
selling expenses, administrative expenses, and financial manage-
ment expenses may be separately conrelated with net sales as a
base., The sum of the resulting ratios equals the operating
ra,tio.“1

Besidesy T, T. Anderson, C. A, Moyer and A, R. Wyatt state,
"For many enterprises a significant ratio relates operating ex-
penses to sales, For purposes of calculating this ratio operat-
ing expenses are generally considered to include the cost of
goods sold as well as the selling and administrative exponses,
In general, the closer the operating ratio is to 100.00%, the
more risky the profit position. This is generally true because it
is frequently difficult to reduce expenses as rapidly as sales
decline in periods of recession.”

In addition, Gilbert . Cooke and ®dwin C. Bomeli declare,
"Operating expense may also be labeled as administrative and
selling expenses, It should be noted that operating expenses do

not include interest on long-term debt and/or federal income-taxcs.

Tope citey De599.

2Op. citey Peb20,
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Were the "other income" items to be added to revenue from sales,
the operating ratio would change slightly. However, an advantage
would be incurred analytically since the residue of earnings

before interest and taxes (EBIT) would permit a complement of the
EBIT
operating ratio. The — ‘ratio"is the_domplemerit*of the
Revemie

operating ratio and together they equal 100,00%., The operating

ratio measures the ability of the management to hold down costs
and administrative expenses or to increase selling prices or
quantity sold. In a given industry, the more efficient firms have
a lower operating ratio."1

According to William A, Paton, operating ratio is the rela-
tionship of the total expenses to total revenue, He points out,
"The operating ratio is usually deemed to be the most important
incomec statement ratio. This ratio reprcsents the percentage of
net sales or other form of revenues consumed by cost requirements,
and is closecly watched by management. In gencraly, thc lower the
operating ratio, the better, but it should be recognized that an
apparently favourable condition at this point does not demonstrate
a high level of earning power."2

He also says, "The operating ratio in a broadest sense is

1Busigesg Minancial Management (New York: Houghton Miffin
Companyy, 1976)s De52.

ZOP. Ci-t. 9 P.81 7.
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computed by comparing the total of all revenue deductions,
including losses and taxes with the total of all revenues,
inoluding _ unusual gains, This calculation may be less
gignificant to internal management, however, espeoially

if special charges and credits are present in large amounts.
Where a business has a number of distinct departments or
divisions it may be useful to determine the relation of
department or division costs to the corresponding revenue
totals, The validity of such a ratio is of course limited
by the difficulties in the way of making satisfactory
allocations of certain kinds of expenses and other revenue
charges, The ratio of any broad group of charges or of any
speoial expense to revenue may be viewed as a subordinate
operating ratio. Such ratios are of particular interest to
operating management, effective control of costs involves
close observation of relationships as well as amounts."1

(15) Return on operatine assets

Net operating income

Total operating assets
A few interesting comments on this ratio are as follows.
Robert K. Jaedicke and Robert T. Sprouse declare,
"This measurement is made before taxes in order to be

independent of capital of the enterprise (except for leasing).

1Op. oite. 9 p.817-
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Neither operating income nor operating assets are affeoted by the
absence or existenoe of long-term debt and outstanding preferred
stocke This is not to say that management has no responsibility
for obtimizing capital structure. But a separate measure of
over-all profitability can be made which takes capital sturc-
ture into consideration and thereby tends to isolate management's
performance in that regard. The relationship between the effi-
ciency ratio and the profitability ratio should be apparent."1

In the TLO book, "Management Consulting', it is stated as
follows, "This ratio gauges the effectiveness of all decisions
on investment of funds and planning and control of activities
made by all levels of management from shop foreman to managing
director. Again, this ratio can be divided into two components
as follows,

Return on _ operating profit - sales

operating assets sales operating geecte

This ratio is another way of looking at capital employed.
Non-operating assets2 are excluded from the calculation in order
to arrive at the figure for assets available to management."3

On the other hand, Bion B. Howard and Miller Upton point

out that earning power can be calculated in many ways. They say

1OP. Ci'boy Po1 570

2Non—operating assets are the assets which are not used in
the operation of a business, For example, 2 building which is
rented to other organization.

3II.O, Ope. Oi'bog p.85.
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that the asset items are used for earning power caloulations
by management and others when the desire is to judge the
operating performance of the business unit as a whole. For
this purpose the operating assets test is the most meaning-
ful and the one most often used.."1
Interpretati f the Measureme

The computation of ratios is the simplest phase of ratio
analysis, After the analyst has computed a ratio he must
interpret his measurements. The interpretation of financial
condition and progress which result from the ratios computed
have varying degrees of propriety, depending on the cxper-
ience and skill of the analyst. In short what the analyst
must decide is whether the relationship is satisfactory or
nots Generally, a specific ratio standing by itself is of
limited usefulness cven to one who has cexpericnce in finan-
cial analysis. It should bec noted that arbitrary conclusions
can not be rcecached from an individual ratio. One should
rccognizc, however, the ratio can be interpreted meaningfully
only whcn uscd as a basis for making comparisons. To gain
meaning, a ratio must have onc or more standards of com-
parison., Then, the question ariscs as to what standards are

to be uscd for the various ratios. It is difficult to find

Ini:Qducilnn_in_Buaanss_Elnancs (Now York: McGraw-Hill

Book Company, Inces1953), p.147.
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data which are fully comparable with those of the specific con-

cern under consideration., Differences in geographic location,

accounting policy, amortization or depreciation policy, oredit
policy, etce., may affect the ratios. The specific condition

of the business may result in different ratios, The proper in-

terpretation of the financial condition may be achieved only

when one uses a correct or suitable measuring stick.
There are four types of standards against which an actual
figure can be compared:1

(1) experience;

(2) a goals

(3) an historical figure; and

(4) an external figure, that is, a figure for performance in
another company, or other companics.

(1) Exvericnce — The manager or analyst gradually bdbuilds up
his own idea as to what constitutes "good" or "poor" per-
formance, One of the important advantages that an experienced
person has over inexperienced ones is that he possesses a
feeling for what are "right'" relationships in a given situ-
ation, developed on the basis of his knowledge about simi-
lar situations. (Of course, if he is not competent, his
feeling may well be incorrect,) These subjective standards

of a competent analyst or manager are more important than

1Anthony and Reece, ope cit., p.260
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standaz@s based on mechanical comparisons,

(2) Goals — Many companies prepare budgets, which show what
performance is expected to be under the ciroumstances pre-
vailing. If actual performance corresponds with budgeted
performance, there is a reasonable inference that the per-
formanoe is good. There are two important qualifications
that affect this inference, however. First, the budgeted
figures may not have been set carefully in the first in-
stance, the comparison can of course be no more valid than
the goal figures themselves, Secondly, the goals were
necessarily set on the basis of certain assumptions as to
the conditions that would be prevailing during the period,
and if these assumptions turn out to be incorrect, the goals
figures are also incorrecct as a measure of rcsults "under
the cirqumstances prevailing'. Nevertheless, the budget is
a type of standard that has fewer inherent difficulties
than cither the historical standards or thc external stand-
ards,

(3) Historical standards — A comparison of current performance
with past figures for the same company usually does not run
into the problem of differences in accounting practice. If

practices have changed, the change is presumably known to

1Anthony and Reece, op. cit., p.261.

2Anthony and Reece, 0Op. cite., p.261.,
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the analyst. Moreover, the analyst can also recollect or
find out from supplementary data, some of the ciroumstances
that have changed between the two periods and thus allow for
these changes in meking his comparisons. At best, however,
a comparison between a current figure and an historical
figure in the same company can show only that the current
period is "better" or "worse' than the past. In many cases
this does not provide a sound basis for judgement, for the
historical figure may not have represented an acceptable
standard.1
External standards — When one company is compared with
another, the environmental and accounting differences
affecting the two sets of figures may raise serious problems
of comparability. If, however, the analyst is able to allow
for these differences, even approximately, he obtains an
outside check on performance that has advantage. over a
standard derived from internal sources, of being arrived

at independently. Moreover, the two companies may well

have been affected by the same set of economic conditions,
so this important cause of non-comparability may not be

. 2
operating.

1Anthony and Reeoey ope Citey pe261.

gAnthony and Reece, op. cit., p-262,
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imitations Ratio Analysi

Ratio analysis is undoubtly useful but one should be
awvare of its limitations also., It should be borne in mind
that ratios are not satisfactory substitute for judging
finaneial condition.

In general, ratios are clues, not bases for immediate
conclusions. Even where deviations from accepted stand-
ards are disclosed either in single ratio or ratio-trends
it is not wise to assume without further investigations,
that a condition either peculiarly favourable or unfavour-
able is present., In fact, it is seldom if ever safe to
make decisions with respect to the affairs of the enterprise,
either in internal administration or in other connections,
solely on the basis of an examination of ratios.1

The calculation and presentation of an unorderly
summary of ratios as a feature of report is probable to
bring about obseurity rather than clarity and understanding.
Besides, there are difficulties in making comparisons
between the actual and the standard. Some of the problems
are described below,.

(1) Differences in the situations being compared - Differen-
ces in the factors that affect one company's perfor-

mance this year as oompared with those that affect the

Tpaton, Ope cite, p.827.
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same company's performance last year, on the performance of
another company, are complex and difficult to evaluate.
Nevertheless, some attempt must be made to allow for these
differences, In general, this task is least difficult when
all figures being compared pertain to the same company
(although even here changes in size, in the functions per-
formed by the company, in outside influences, and so on, may
make comparisons of tenuous validity)e. The task is more
difficult when attempting to compare onc company with another,
even if they are both of the same size and in the same in-
dustry, and it becomes exceedingly difficult if the two com—~
panies arc in different industries, or if they are of sub-

stantially different size.1

c—

(2) Changes in the value of dollar and assets — Accounting con-
vention requirces the use of historical cost data. Two prob-
lems arise from this practice: price-level changes (i.c.,
changes in the value of dollar) are generally not recognized
so that the market value of assets may be greater or less than
the book value: and changes in the value of assets are
recorded only when realized. Assets are realized when they
are converted or soldy, at which time any change in value is

recorded.2

1Anthony and Reece, op. cit., p.259.

2Cooke and Bomeli, op¢ cites Pe47.
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Differences amone the accountineg methods used - There are
different methods of valuing inventory; of computing the
depreciation expense; of renting, leasing, or owning tangible
property; and adjusting accrued or deferred expenses and
income ~= all of which may prevent an accurate comparison

of items in both the income statecment and the balance sheet
to industry qverages.1

Hidden short—run changes -~ A balance sheet may not reflect
the average or typical situation. A balance sheet is prepared
as of one moment of timey, and it tells nothing about short-
term fluctuations in assets and equities that have occurred
within the period bounded by the two balance sheet dates. A
company that is analyzing its own data can study the seasonal
movements by using monthly rather than annual balance sheets,
but these are ordinarily not available to the outsider. The
outsider analyst should also recognize that companies have
been known to tkae deliberate steps to '"clean up" their bal-
ance sheets. They may, for example, pay off loans Jjust before
the end of the year, which usually increases the current
ratio; then they borrow again early in the next year. Such
transactions which are called window dressing, may not be

disoernible on the balance sheet.2

1Cooko and Bomeli, ope cite, DPe47e.

2Anthony and Reece, ops Citey; D260,
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The past as an indication of the future = Financial ratios
of necessity, are an expression of the past. It is very
dangerous to assume that past results will prove typical
of future periods. To be sure, the oalculation of finan-
cial ratios for a particular firm over a series of years
may indicate certain minimum standards, but even then,
there is no ocertainty that future operations will continue
as in the past.1

In using ratio analysis to interpret the financial
statements, one must recognize clearly the limitations

inherent in them,

10001{@ and BOmeli, OPe. Ci-bo, po47o
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CHAPTER IT

COOPERATIVE MOVIMENT IN BURMA

Historical Deve!o?ment of Co—ovneratives

In Burma, co-operatives started functioning in
1904=05 with the intention of concentrating on the supply
of credit, particularly to farmers. The number of oco-
operatives increascd rapidly from the yecar 1914 onwards.
But, the failure to repay the government loans led to an
inquiry into the operations of the movement in 1928—29{
Before the Second World ar, the great economic recess—
ion hit the co—operative movement and many co-operatives
went into liquidation.,

In 1914-15, the State Colonies Department formed
the agricultural co-oncratives vhich lasted until re-—
cently. They began as a branch under the co-operatives
department. These societies gradually transformed into
the Village Co—operatives after the 1970 Co—operatives
Plan,

The first outstanding development of co-operatives
was in 1946-47, immediately after the war. The Con-—
sumers! Co-operative Scheme was included as one of the
important projects at the time tvhen the Two Year Plan for

economic development of Burma was put forwvard.
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1951 saw the Five Year Co—operative Plan defining the economic
f:ields where business may be conducted. They were to carry out va-
jgious projects on the co-operatives basis, viz.s
— the production and marketing in agriculturoc, fisheries and cottage
industriesg

— the import and distribution of essential goodss

— some sections of transport, commercial banking and the promotion
of people's savings,

The Revolutionary Council came into power on March 2, 1962,

The governing policy of this council was thc Burmese Tay to Socialism
and a comprchensive co-operative plan was announced in May 1970,
assigning the lMinistry of Co—operatives to implement it. The long -
tterm aim is to expand the number of co-operatives and increase their
membership to cover all peasants and workers unifying them in the

dircction of eliminating the middle-—man,

The main objectives of the 1970 Co—-opcrative Plan are as follows:1

(1) +to distribute the legitimate benefits of the Co—operatives to
the producers of goods and to the consumers for their relief and
welfare by doing away with tho middle-man and his exploitation,

(2) +to cncourage the union citizens to carry on trade through co-

opcrative societies rather than individually in accordance with

Tpin Tun, U, The Co=gverative Movement in Burma (Rangoon:
Ministry of Co—ovcratives, 1982), p.36.




60

the necessity to trade in groups for the advancement of the
national economy; and

(3) to encourage the peasants and workers to take aotive part in
business by forming oo—operative societies,

The announcement of the division of the national economy into
State; Co—operative and Private Scotors was made in the year 1972,
Following that announoement, the implementation of the Co—operative
Plan of 1970 went ahead through all organizational and other
difficulties under the lcadershin of the Burma Socialist Programme
Party with the assistance and co—operation of the Central Peoplc's
Torkers' Council and the Peasants! Council,

The Role of Co—omerative Societies in Internal Tradg

In accordance with the 1970 Co~operative Schemey; new co-—
operative societies were formed cvery year. With an increasc in
thoe number of societies,; the aotivities of the societios were
extended. The progress of the co-operative socicties can be secen
in Table 2-1, As sceen from it, the total number of co—operative
societies rose from 20,999 in 1979-80 to 21,281 in 1983-84, i.c.,
within: a period of five years the number of co-opcrative sociectics
grow by 282 or by 1.3%. Looking at the yearly growth we find that
it grew by 0.67 in 1980-81, 0.3% in 198182, 0.3% in 1982-83 and
0.1% in 1983-84, Although the number of societies increoased

yearly, we find to the contrary that the rate of increasc is
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decreasings, The turnover also increased from K. 6,498.9 million
in 1979-80 to K. 8,965.4 million in 1983-84, thercby achicving
an increase of 38,0%. B
As the number of co-operative societics extend and their busi-
ncss developed, their contribution to the total net output of the
State also increased. The changes in the value of net output by
State,; Co—operative and Private scctors can be scen in Table 2-2.
In this table it is found that the sharc of the Co-operative sector
increased from K, 546.1 million in 1980-81 to K. 736.2 million in
1983-845 i.coy from 3.5% to 3.9%. Though the Co-operative sector's
contribution to the total net output increased slightly every year,
it is much less than thc contributions of the State and Private
sectors, It is nccossary for the Co—operative sector to extend their
sharc because the planned targets for 1993-94, tho last yoar of
tho 20 Year Plan, for thc Co-operative sector is 26.0‘}5.1 The total
value of contribution by the Co—-opcrative scctor consist of goods
produced, scrvices rendercd and the volume of trade transacted.
The above total contribution in 1983-84, fall into the ratio of
33.7%, 18.3% and 48.0%, for thc goods produced, scrvices rendered

and the volume of trade resoectively. As scen from this finding

1'I'hc plan targets of the sharc of contribution to total nct
output in the last ycar of 20 Year Plan can be seoen in Table 2-3.
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TABLE 2,3 -~ Plan targets of the Share of Contribution to
Total Net Output in 1993-94 the last year of

20 Year Plan.

Sre Noo Sector Percentage
1 State Seotor 48,00%
s Co—operative Sector 26 ,00%
3 Private Sector 26.,00%
Total 100,00%

Source ¢ Report to the Pyithu Hluttaw.
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it is noticed that most of the contribution of the Co—operative
sector comes from the trade sector. Those Co-operative societies
that performed trading are the Consumers' Co-operative Soocieties
and the Village Co-operative Societies. Hence, it is found that
amongst all the co-overative societies, the Consumers! Co-
operative Societiecs and the Village Co-operative Societies surpass
others in number forming 70.3 in percentage according to Table 2-1,
Table 2-4 shows the volume of internal trade by State,
Co-operative and Private sectors. One can study the procurement
by co—operative E&Kﬁ&dﬂxﬁt;cfromnthiﬁitab&eif, The State sector
do both types of proourément by purchasing domestic products and
by importing, whereas the Co-operative and the Private sectors do
purchasing only domestic products. The main reason is that the
Co-operative and Private sectors are not permitted to import
goods. The co—operative societies procure goods from the Trade
Corporations and the Industries Corporations as well as from B
other co-operatives. The volume of total internal trade in 1973-T74
was K, 11,875.3 million and in 1983-84 it was K. 50,846.9 million,
showing an increase of 428.2%, The co-operative societies pur-—
chased goods werth K, 1,828,5 million in 1973-T74 and K. 5,410.2
million in 1983-84, which is an increase of 295.9%. Thercfore,
it oan be seen that the percentage of increase in procurement by

the co-operative societies is less than the percentage in the
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244 = TVolume of Internal Trade by State, Co-operative and Private Sectors

(kyats in millions)

N T N O TR, ~‘ﬂ-gf'“m~wﬂmww B R TR T T

. | - ?
Particulars 1973=74 | 1974~T5 1975-76 | 1976=77 | 1977-78 | 1978=79! 1979-80 | 1980-81 1981-82 1983-84
¥k
Tbtal(énteg?al trade 11,875;3 16,043.8 | 21,0909 | 25,601.5 29,7268 31,505;4 35412065 |37,965.9 { 43525540 { 4758299 | 50,846.9
+ 3 :
Purchases by the state 4,022, | 6461103 | 84022,7 | 9,115.0 | 10,5249 11,398.31 12,952,1 {14,698.3 | 1641018 17,5485 '17,704;6
sector
Purchases by the co- T485362 | 9,43245 13,068;3 16,486.5 | 19,2019 2041071 22,168;4 23,2676 1274153.2 30,2814 | 33,142,3
operative and ;
private sectors
Procurement of co- 1,885 | 1,837.6 | 2,461.0 | 3,006.0 | 3,605.5 | 2,984, | 3,011 | 3,384 389643 il
operative societies ]
(5 +6) | | |
rporati ' ' | ' %) 605,01 2,701.8 | 3,03144 3596449
Trade Corporations and 1,529.5 | 1,702,0 | 2,234.8 | 2,605:2 3,018.9 1 245158 | 25000 9 ?
State-ommed indus- '
tries . ﬂ |
Co~operative wholesales 29,0 135;6 - 400;5 536.5- 453;9# 425:1i 616.63 864.% 1444543 |
° o g ‘_‘
' 1 t
= - : ' ; A 0% 10.6%
Ratio of procurement by 15,44 14,5% 11,75 11.7% 12,1% 9,5% 8,6% | 8.1% | 9,0% |
co~operative societies . ]
to total internal trade *
Source : Report to the Pyithu Hluttew

¥ Provisional actual
¥* Provisional

e - -
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volume of internal trade, On the other hand, out of the
total internal trade the procurement by the co—operative
societies decreased from 15.4% in 1973=74 to 10.6% in
1983-84. It is also needed to compare the sectors of the
total internal trade and the total internal trade itself,
The purchases made by the Co—operative sector is only
10.6% of the internal trade, whilst the Private sector
purchased about 54,6% of the internal trade during the
year 1983-84. Thus, it is seen that the purchases by the
Co—operative sector is much less thag'the Private sector.
Although the participation of the Co-operative sector in
internal trade is low, the Central Co-operative Society is
arranging to increase its participation by extending the
number of co—operative societies and expanding their %
activities., If the goal of expanding the activities of the
co-operative societies is achieved, the co—operatives
would prosper and at the same time meet the target laid

down by the 20 Year Economic Plan.

Organizati C erati ieti
There are four main types of primary co—operative pid

societies, They are the Consumers' Co—operatives, the Vil-

lage: Co-operatives, the Producers' Co—operatives
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and the Savings and Credit Co-operatives., Besides thc above there
are other types, such as the Armed Forces Co-opcratives, the
People's Police Torce Co-operatives, the Services Co-operatives,
ctca

The purpose of the Village Co—operatives are not only to
produce consumer goods and distributc them but also to provide
scrvices to the public., The Consumcers' Co-operatives are formed in
every ward of towns and citics. Those eligible to join as mem—
bors of the Consumers' Co-operatives and the Village Co—opcratives
are the heads of the families permanently residing in the arca,
There are such co-opcratives as the Single Purpose Producer Co-
operatives which can be formed in both agricultural and indust-—
rial sections. And there are also co—opcratives formed for the
purposc of giving loans to thc members vhich can be formed by the
cmployces of government departments, factories and workshops.

The Primary Co-operative Societies within a township werec
organized into thc Township Co—operative Socictics. Thoir major
functions are marketing of agriculfural and industrial products
of their own socicties, procurcment of goods and services on
their behalf and to organize, promote and supervisce the Primary
Co—operative Socictios,

The Primary Co-operative Sociotics can be formed into a

Primary Co—operative Syndicato to porform certain cconomic
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functions of common intecrest. ILikewisc, the Township Co—operative
Sociceties can oollectively form into a Township Co-~operative
Syndicate or Stato/Divisional Co=opcrative Syndicate to undertake
coonomic activities jointly.

The Tovmship Co-opcratives werc combined together to become
a Central Co-opcrative Socicty, the highest body in the movement.
It is the duty of the Central Co-opcrative Society to co-ordinate
the co-operatives and see that they operate within the framework of
the Statc Bconomic Plan, This body is just a co-operative federation
and does not tkae vart in commercial activitics, It is chaircd by
the Deputy Minister of Co-operatives.

The chart in the. followlng page indicatos tho organizationzl

structuro-of the co-operetive.socicties.
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All the co-operative soocieties have 1o perform their business
aoctivities under the guidance of the Ministry of Co—operatives.
The Ministry of Co-operatives has two departments. They are
(i) the Co-operative Department and (ii) Cottage Industries
Department. The Co-operative Department takes responsibility for
the development and expansion of co-operatives in addition to the
exercise of statutory functions. Therefore, this department has
to carry out many functions such as maintenance of l.uw, plan-—
ning, management, etc, Onc function is to supervise and control
the activities of the co—operative sociéties in the oourse of
implementation of the Co-operative Sectorial Plan and to also
report and submit the statements and accounts. Besides, the
Co-operative Department has to organize co-operative societies to
rogister, educatc and supervise the societies and to investigate
and take necessary action.

The Cottage Industries Department is responsible for technical
assistance in the establishment anfl the promotion of small and medium—
scale industrial co-operatives., At prescent, the Zconomic and
Technical Division under this department oarries out project
identification and feasibility studios and provides advisory
services to improve performance of industrial co—opcratives.
Actually, the Cottage Industries Department act as a Technical

Service Dircctorate of the Ministry in assisting the Co-~operative
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" Sectory, through the co-opcrative socicties, on all indust-

rial technical matters.

2ol Overview of the Consumers' Co-—overative Societics and the
Villaese Co-obncrative Socictices
2e4¢1. Consumcrs! Co—opcrative Socictigs
In order to have an understanding of the Consumers' Co-
operative Socicties in gencralyone may nced to recalize the
following facts:
1) The aim,
(2) Tligibility for membership,
(3) Capital,
(4) Management,
(5) Commcrcial transactions,

(6) Allocation of nrofit.

[

~ (1) The aim - According to the book, "Bye-laws of the Con-
sumcrs' Co-opcrative Socioties"1 of the Central Co-—
opcrative Socicty, the aim of the Consumers' Co-opecrative
Socictios is defined as follows;
The Consumers! Co—operative Socioties arc to pro-
curc proper goods which arc essential for the members of the

socicty and sell them incxpensively at any time vhen

1 =]laws crative S igs (Rangoon :
Contral Co=-opcrative Socloty Pross, 1970), p.ls
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needed and while performing the above, profiteering should not be

the main purpose but to price the goods just to earn a small ret-—-

urn in order to increase the capital.

Eligibilitv for membership — To be eligibile for membership, a per-

gon must fulfil the following requiremént.

(a) Permanent resident of a given location,

(b) The head of a family as shown in the family list recognized
by the immigration department,

(¢) A person who has comvleted the age of 18,

(d) A person who has agreed to follow the rules of the society.

Capital — The capital of a Consumers! Co-operative Society con-

sists of the following:

(2) The shares of the members;

(b) Tunds of the society;

(¢) Loans from the State Banks (in some cases).

Manageme — A Consumers! Co-operative Society is managed by an

executive committec. This committee can authorize other sub-com-

mittees or form a working body and let it run the business. The

oxccutive committce appoints employees, assigning them certain

duties and giving them instructions to run the business.

Commercial transactions
(a) Procurement of commodities = Commodities are obtained

fron  the Industries 'Corporations, Trade Corporations,
Townehip Wholesale Corporatives, Township Co=-opexative .

Societies, Agriculturdl Producers' Co — operative
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Sooieties, Industrial Producers' Ce-operative Socicties,
other Consumers' Co-operative Societies, private producers
and private brokerage houses. Purchases of consumers'
goods include both contracted and non-contracted. The
oontracted commodities from Industries Cornorations add
Trade Corporations are purchased through the Township
Co-operative Societies. Settlement for the acquired
commodities is made on cash basis in dovm payment,
deferred payment and on credit basis.

(b) torage of goods - Goods are procured and stored to be
distributed to the consumers. In storing the goods, thec
societics either use their own warchouses or rented ware—
houses. In order to nrevent loss, damagc and wastago,
goods nced to be stored securely, to be clcancd, aired,
sprinkled and sprayed with insecticidc.

(¢) Pricing — If therc exists a price fixed by the government
godds arc sold accordingly. If not thoy arc sold by the
price fixed by thc Township Co-operative Society or
according to the onc fixed by thc Towvmship Tholc-sale
Co—operatives. If nonc of the above mentioned fixations
exist, the goods arec to be sold at 2 mark up of 8.0%
as prescribed by the government.

(&) Distribution — Goods arc sold to thc members and their
familics, permancnt residents within- a given area who arc

not members and their familics and to visitors who
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reside in a given area temporarily. However, the
non-members can only buy those goods that are sold on
open sale basis., Sales of goods are made in such systems
as application method, rationing and allocation system
and open sale method. Whichever system is used, goods
are sold on a cash down basis.

(6) Allocation of vrofit — The annual profit of the Consumers'
Co-operative Society are allocated according to the following
priorities.

(a) Income-tax is paid according to the ratio prescribed
by the government;
(b) Contribution to the various funds of the society;
(¢) Distribute dividends on the shares;
(d) Give rewards in cash to the employees;
(e) Rebate, i.e,, refund to the members according to the ratio

they have spent on buying.

P2ele2e Villa Co—operative Societie
Village Co-operative Societies are primary co—-operative

societies like the Consumers' Co-operative Societies. These
societies not only procure and sell goods but also produce
agricultural products and do animal breeding. Trading is the
main commercial business of the Consumers! Co-operative
Societies whereas agriculture and animal breeding are the
basic business of the Village Co—operative Societies, Apart

from the above mentioned distinction the business of the two
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socicties arc tho same,

In order to run tho business of agriculture and livestock
and fish breecding systematically, the Village Co—operative
Society has to form such committcecs as agricultural ocommittee

and livestock and fish breeding committee out of its members.

(1) Hay of doing agricultural business — %o do agricultural
work the committee has to acquire land from those who
have obtained the right to cultivate the land and of

course the owners' consent is necgessary. To get the best
production land development must first be done.,

Buffaloes, bullocks and agricultural materials are
also needed to be gathered. These are looked after by the
members who are assigned to do so. If the animals and
the materials are not sufficient they may be hired from
third parties. Rain water, natural fertilizers, insect-
icides and paddy seeds are also acquired by the society.

Ploughing, sowing and harvesting jobs aré assigned
beforehand to each individual member accordingly. This
assignment is done according to each ~member's physical
and mental ability.

There are members who are able to participate both .
land and person and there are those who can contribute
land only. In case of insufficiency of manpower, lab-

ourers can be hired at prevailing wages. To meet the
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unexpected losses or to procure more animals, pumps, tractors,
etce, some of the profit is saved.

Income from the agricultural work is divided on the basis
of how the work was carried out. V'hen the land is pooled into
one plot, the income is allotted into the funds of the con~
tributions of land and labour according to the rated pro-
portion, The profit is shared according to the ratio of land
and labour contributions. If one's land is worked on by the
owner on the collective basis, then the income from the land
is enjoyed by the owner. 5.0% of this type of income or
any other rate resolved by the society is to be contributed

towards the fund of the society as capital for investment.

pra— —

Live—stock and fish breedi inegss ~ Live-stock and fish
arc obtained from the Township Co-operative Society or from
other obtainable sources - dnd ° are distributed among those
members undertaking to do the breeding. Feeding and hording
those animals are carried out by these members. The socicty
members take turn to kcep the animals systematically and to
acquire foddey. At the same time, veterinary work is also
done by the sociotye.

Mombers who do the brecding have to contribute their bred
live—stock and fish and the products to the society. In
roeturn the socicty pay out thc nct scttlemont after do-
ducting the costs of the offsprings, foddor 2nd veterinary

charges.
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CHAPTER III
EMPTRICAL ANALYSIS

Qbieotives of the siudy
The aims of forming co-operative societies inpurma are
to boost the eoconomy of the State and to fulfil the needs of
the members as much as possible, To achieve these objectives
co~operative soocieties need to do their business suocessfully.
The aim of this study is to refleot and serutinize the per-
formanoce of these co-operatives. Hence, the following two
principle purposes of this study are established;
(1) To asoertain the financial situation of Primary Co-
operative Societies;
(2) To determine the variables that affeot the performance
of Primary Co-operative Societies.
It is also hoped that this study will be of some bene-

fit to the Primary Co-operative Societies.

Dogien of the study

This study is restrioted only to Rangoon Divisions
Also, only the Consumers' Co-operative Societies and the
Village Co—operatiﬁe Societies which serve mainly as retail
distribution points, would be analysed.

In 1982, there were 626 Consumers' Co-operative Societies
and 633 Village Co-operative Societies in 38 townships of

Rangoon Division, totalling 1259, These societies form the
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basis of the present study, which is divided into the foll-

owing phases.,

(1) Phase One - Analysis of the Financial Statements of
the 1259 Primary Societies in Rangoon Division was done
by using financial ratios as analytical measures. The
Financial Statements of each society for the past six
years (1972/76 to 1980/81) were taken into consideration,

(2) Phase Two - Three towmships in Rangoon Division were
chosen for the purpose of detailed analysis. On the
basis of analysis in phase one, 10 societies from each
township were selected, totalling 30 soocieties for the
three townships. After field study for these societies,
detailed analysis was made to assess the variables of

performance,

Data Colleotion

This study was conducted with the help of 15 assistants,
comprising five personnel from the Central Co—operative, five
from the Rangoon Divisional Co-operative Syndicate, and five
graduates from the Institute of’Eoonomios.1

The financial statements of the Consumers' Co-—operative
Societies and the Village Co-operative Societies of Rangoon
Division were taken from the Central Co-operative to perform

the phase one of this research., The number of the Consumers'

1This study was undertaken with the help and assistance of

Rangoon Divisional Co-operative Syndicate.
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Co—-operative Societies and the Village Co-operative Societies of

the 38 townships of Rangoon Division is shown in the following
table

TABLE 3,1, =~ Number of Consumers' Co-operative Societies and

Village Co-operative Sooieties in Rangoon Division

Sr. Powmishipe | Type of society Total
No. Consumers' ¥ 1lage
Co=operative | Co=operative
1 Insein 22 11 33
2. Mingaladon 19 8 27
3. North Okkalapa 44 - 44
4. Hlaing 21 - 21
De Mayangon 2y - 27
6e Kamayut 14 - 14
Te South Okkalapa 55 - 55
8e Thingangyun 49 = 49
9. Yankin 17 - 17
10. Ahlone 16 - 16
1. Kemmendine 22 - 22
12. Sanchaung 22 - 22
13. Lanmadaw 12 - 12
14. Botataung 10 - 10
15 Kyauktada 9 o 2
16. Pazundaung 10 - 10
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TABLE 3,1, - (ocontinued)

Sz,

Type of society

No Townships ] ofi_?on;urr;etrge Co:zllilel:a‘ftei o ot
17, Bahan o2 > 20
18, Mingala Taungnyunt 26 - 26
19, Thaketa 36 - 36
20, Seikkan 3 - 3
21, | Latha 9 - 9
22, | Pabedan 10 - 10
23. Dagon 6 - 6
24. Tamwe 25 - 25
25, Dawbon 15 - 15
26, | Dallah 17 ” 17
27, | Seikkyi/Kanaungto 8 - 8
28. Syriam 17 28 45
29. Kyauktan [ 52 29
30, | Kayan 4 52 56
31, Thongwa 8 50 58
12 Kungyangon 7 43 50
33. Kawmhu 2 55 5T
34, | Hmawbi 6 42 48
35. Taikkyi 8 69 17
36. Tantabin 5 60 65
37, Twante 9 90 99
38. Hlegu T 13 80
Total 626 633 1259
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Based on the above presented societies! finanoial
statements, Phase One of the research was done with the
help of the researoh group.

To perform the Phase Two, a field study tocur was made
for two months within the three townships sedected from
Rangoon Division, These townships were Kemmendine,
Insein and Syriam. To accomplish the field study, the
research group was divided intwo three smaller groups,
eaoch oonsisting of five members. FEach of these groups
took the responsibility to cover 10 co-operative soocieties
of a given township, whereby 30 co-operative societies
were covered, Data were acquired at interviews, analysis
of the documents and by observations. From the data
collected, analysis was made with the help of the re-

search group,

inancial rati ati i
In implementing the 20 years economioc plan, the
co—operative societies must accomplish fully the yearly
plan. On the other hand they aro also comeplled to make
profit in doing business in accordanoce with clause 63(1)
of the 1970 Law of the ﬁurma Co-operative Socicties. In

doing so the co-operative societies are required to in-

vost their capital beneficially and to maintain a good

liquid position. In other words, co-operative socicties
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are expected to make profit and at the same time maintain the
charaoteristios of Co—operatives., Therefore, as the co-operative
sooieties develop, it beoomes necessary to review their finan-
cial situation more closely.

The oco=-operative sooieties employ the ratio analysis to
analyse the financial situation., In fact, it has been mentioned
in Chapter I that the ratio analysis is more practioial for
both present and potential siuppliers of'éapital. Management of
the co—operative societies in Burma apply the ratio analysis
as the prime method of analysing the financial situation of
their societies' business.

The co—-operative sooieties analyse their financial state-
ments using ratio analysis in the following areas,

(1) The structure of capital and assets - Capital is needed
to do business. Therefore, on the establishment of the
co-operative societies members contribute their share of
ocapital into it. In case of insuffiociency of capital or
expansion of business, loans can be taken from the State
banks. Out of these capitals some o&n be used to obtain
essential fixed assets while others can be utilized as
working capital proportionately. Hence, it becomes nece-—
ssary for the co—operative sooieties to analyse how
their capital is procured and how they are invested.

That is, to analyse the capital structure of the business.



84

(2) Liguidity - The co-operative societies are required to settle
their payments promptly., For this reason, the co-operative
societies must have sufficient ready cash to meet their ob-
ligations. However, it often happened that societies did not
have enocugh oash needed to settle their accounts. In such cases,
other current assets, such as receivables and inventories
could be converted into cash to settle the payment. Failure
to meet the demand for payments lowers the integrity of the
society. However, unlike private business, payment of debts
can be postponed by bilateral agreements. Therefore, the
co-operative societies do not pay as much attention to
liquidity as private business, However, it is expedient
to have enough funds availablc either in the form of cash
or receivables and inventory to satisfy the demand of cred=" .
itors. B

(3) Profi-ba.bility_ - Making profit is not the major aim of the
co-operative business, Howover, it is important that not
only expenscs are covered but also a reasonable profit is
ecarncd at the end of financial period if the co-operative
business is to survive in the long run. Sustained losses
over a period of time would force co-operative societics out

of busincss. For this reason, it is imevitable to sece that

the socicties make profit and that the capital is used

beneficiallye.
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The following financial ratios are selected to oversee the
above mentioned areas.1
Ratios to examine the structure of capital and assets:
(1) Vulnerability of stooks
(2) Inventory turnover
(3) Utilization of working ocapital
(4) Added value per kyat of operating assets
(5) Utilization of fixzed assets
Ratios to examine liquiditys
(6) Current ratio
(7) Acid-test ratio
(8) cCash ratio
Ratios to examine profitability:
(9) Return on total investment
(10) Return on stockholders' equity
(11) Gross profit ratio
(12) Operating expense ratio
(13) Net profit ratio
(14) Operating ratio
(15) Return on operating assets

To find out the financial situation of the Primary Co-operative
Societies, the financial statements of the Consumors' Co—operative

Societies and the Village Co-operative Societies of Rangoon

1The calculation and the usc of the financial ratios has been
discussed in Chapter I.
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Based on the financial statements of the 626

Consumers' Co-operative Sooigties and the 633 Village Co—operative

Societies, totalling 1259 in number of Rangoon Division, the above

mentioned ratios were calculated,

1975/76 to 1980/81 s oovering a period of six years.

Rangoon Division were also determined.

Caloulations were made for the year

Further, to scrutinise the obtained ratios, the mean ratios of

The management of co-operatives

uses certain standard ratios prescribed in management accounting texts.1

The mean financial ratios along with the standard values of the Con-

sumers' Co-operative Societies and the Village Co-operative Societies

of Rangoon Division is shown in Table 3.2,

TABLE 3,2 — Mean Ratios of the Consumers' Co-operative Societies and
Village Co-operative Societies in Rangoon Division

Mean Value

ﬁr. ‘Financial Ratios Norm Consumers' Village
S Co—operative|Co-operative
Ratios to examine the struct-
ure of capital and assets: )
1. |Vulnerability of stocks - 51.5% 49.0%
2. |Inventory turnover 6 times 26,8 times | 30.4 times
3.|Utilization of working
capital - 17.7 times 9.2 times
4,|Added value per kyat of
operating assets - 55 «6% T644%

sidering them as standards.

1’I‘b,ese norss have been indicated in the booklet preduced by the
department of oco—operative with the original intention of not con-

However, in practice, most of the co-

operative societies have been treating them as such and accordingly
evaluation of the sooieties have been undertaken using these measures.
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TABLE 3,2 - (continued)

Mean Value
Sr,

Yo. Finanoial Ratios Norm Consumers’ Vi1

Co—operative | Co—operative

5¢ | Utilization of fixed

assets - 394.7% 148 6%
Ratios to examine
liquidity:
6. | Current ratio 2:1 32,0:1 28.6:1
Te | Acid-test ratio 11 15.0:1 22.1:1
8. |  Cash ratio 20,0% 939.1% 1323.4%
Ratios to exaine
profitability:
9. | Return on total in-
vestment 8,0% 25.1% 10.0%
10. Return on stock- ’
holders' equity - 80.,3% 65.2%
11.] Gross profit ratio 840% 8,4% 11.5%
12. | Operating expense o
ratio 4,0% 6.,0% 12.2%
13.| Net profit ratio 4.0% 2,2¢ 3.68*
14.| Operating ratio 96.0% 98.1% 98, 0%

15| Return on operating
assets 8.0% 16-7% 9-7%

* Although the operating expense is higher Fhan gross profit
on sales, many Village Co-operatives earn other income enough to

show net profit in the final resultis,
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The financial ratios mentioned above will be considered as

follows,
s_to exami s e al a S 3
(1) Yulnerability of stocks

Inventory

Working capital

This ratio represents the percentage of working capital em—
ployed as inventory.

In co—-operative societies studied, it was found that year
end stationery and office supplies were added to the balance of
stook.e There is no standard set against which this ratio can be
compared. From the table one can see that the ratios of vulnera-
bility of stocks are 51.5% and 49.0% for Consumers' Co-operatives
and Village Co-operatives respectively. Thus, we find that app-
roximately half of the working capital in invested in stook. A
possible explanation for this is the fact that the societies are
mainly in the distribution of goods., The expediency of having
more than half of the working capital in stock can be further
examinsd by computing the inventory turnover rates.

(2) Inventory turnover

Cost of sales

Average inventory
This ratio is a measure of the speed with whioch stock is

turnover. The rate given by this ratio can serve as an
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indicator for either overstocking or understoocking, Thus, co-
operatives oan regulate the amount of inventory held,

The standard rate set for this ratio is 6 times, That is, it
is alright to hold an item of inventory for a period of two
months, However, it is found that the Consumers' Co-operative
Societies and the Village Co-operative S ocieties have the turnover
rate of 26,8 times and 30.4 times respectively. In other words,
the Consumers' Co-operative Societies take 14 days and the Village
Co—operative rS0cieties.take 12 days to sell their- goods onoce put
on sale, A high inventory turnover rate is usually taken as a
measure of success for the business, but societies with high
inventory turnover should take care to prevent stock outs. This:
would entail frequent replenishment of stocks often every 14 or
12 days, thereby increasc the cost of procurement. The high in-
ventory rate in co-operative societies can be explained by the
following factors. (&) Bo-operative societies deal in dasio
consumers goods, (b) froquent replenishment due to (i) inade-
quate capital, (ii) shortage of storage space and (iii) in-
sufficient supply from suppliers.1

In conclusion, we can say that the co-operative societies

which deal mostly in basic consumer's goods would naturally

1Howevcr, lattor obscrvations point out that the current_
ratio, the acid-test ratio and the cash ratio are very much highor
than the standard rates sct for oowcperative socicties so that
inadequate capital can not be one of the reasons for frequent

replenishment.
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have higher turnover rate than other type of business, viz.,
production business, So that the standard set at 6 times is
lower than what it should be, It is assumed that the oo-—
operative societies should have at least 12 times of inventory
turnover each year. The 12 times of inventory turnover oom-—
pared to the 26;8 times and the 30;4 times in practioce is a
big difference, Perhaps if the stock balance at year end is
less than the normal period, the inventory turnover may be
higher than in the normal situation. Furthery as the co~
operative societies are rapid éellers with high inventory
turnover, it secmed to be fair that half their working oap-
ital is invested in the inventory, in order not to face
shortage of goods,

Utilizati W

Sales

Working oapital

Applying tkis ratio, it can be determined whether the
working capital is used beneficially or not. In practioe;
there are 17.7 times for the Consumers' Co-operative Societies
and 9.2 times for the Village Co-operative Societies. This
shows that the Consumers' Co-operative Sooieties are able to
utilize the working capital more beneficially than the
Village Co—-operative Societies. This can be explained by
the +wo reasons. (a) The Village Co-operative Societies are

located far from the Towmship Co-operatives, i.c., the main
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sources of goods and (b) they have transportation problems.

(4) A value a, erati

Added value
Operating assets

This ratio is .used to examine how much added value is
received on the investment value of one kyat used in the
operating assets. Again, no norm is set for this ratio. If
one #8budies this ratio one finds that it is 55.6% for the
Consumers' Co-operative Societies and 76;4% for the Village
Co~operative Societies., In this condition it can be said
that the added value received by the co-operative societies
is not small. But the Village Co-operative Societies are
getting more added value tken the Consumers! Co-operative
Societies., The reasons may be that the Village Co-operative
Societies fixed the gross profit percentage higher than the
Consumers! Co—operative Societies. or may be that the labour
and conveyanoe cost of goods bought are high or may be both.1
Perhaps, another reason may be that the Village Co-operatives
have less operating assets than the Consumers' Co—operative

Societics.
(5) Utilization of fixed assets

Added value

Fixed assets

1The gross profit ratio for the Consumers' Co—operative is.
8.4% and for the Village Co-operative is 11.5%
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This ratio i applied in determining the condition of
the added value resulting from the utilization of fixed
assets, The utilization of fixed assets of the Consumers'
Co-operative Societies is 394.7%; Therefore, the added value
resulting from the investment in the fixed assets appears to
be high, The cause of this is that the Consumers' Co-
operative Societies, mainly run the business of goods dis-
tribution, need not invest much in the fixed assets on aocount
of their nature of business, The utilization of fixed assets
of the Village Co—operative Societies is only 148.6%, as it
is seen, Therefore, one can find that the utilization of
fixed assets of the Village Co-operative Societies is not so
high as that of the Consumers' Co-—operative Societies. The
reason may be that the Village Co-operative Societics, besidos
the distribution goods, do other business, such as agrioultural
business, renting motorized launches, tractor hiring business,
etc., which requires considerable amount of investment in
fixed assets,

Ratios to examine liquidity:
(6) Current ratio

Current assets
Current liabilities

A current ratio is used to measure a firm's liquidity.

The standard current ratio of the co-operative gocieties is

set as 2:1, In practice, it is found that the ourrent ratios
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of the Consumers' Co-operative Societies and the Village Co-
operative Societies are 32,0:1 and 28.6:1 respectively. In
other words, if the current liabilities of a business is
one kyat, the current assets of the Consumers' Co-opcrativo
would be 32 kyats and tho Village Co-operative Societics
would be 28,6 kyats respectively., From this finding it is
prominent that the current ratio of the co-operative so-
cieties are rather high. This may be explained by the reason
that the co—opecrative societies are having only small amount
of liabilities as transactions arc mostly on cash basis,
In most cases there is non-availability of short-term orecdit
from suppliers.

—~tes ati

Quick assets

Current liakilities

The acid-test ratio is used to measure the cxtent to
which liquid resources are immediately available to meet
current obligations, The standard acid-test ratio of the
co-oporative societies is 131, According to the results from
this study it is found that this ratio of the Consumers' Co-
operative Socictics is 15:1 and that of the Village Co—operative
Societies is 22:1. That is to say, if the current liabilities
of a business is onc kyat, the quick assets of the Consumers'
Co—operative Societies willbe 15 kyats and that of the Village
Co—operative Societies will be 22 kyats. Here also we find

that the acid-test ratio is much higher than the standard
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ratio whioh is 1:1, The roason is the same as current ratio,
iscey due to co-opcratives having very small amount of lia-—
bilities,

(8) Cash ratio

Cash
Current liabilities

Whether or not a current liabilities could be settled
in cash is measured by the cash ratio; The standard of this
ratio has been rated as 20,0% for co-operative societies,
Practically, the cash ratio of the Consumers' Co-operative
Societies is 939.,0% and of the Village Co-operative Societics
is 1323%, Herc again, we find that the oash ratio of the
ao—~operative socicties is very high,

Further, it is neccssary to analye the liquidity of the
co—operative socicties basing on the above mentioned three
ratios., It has been found that the ratios showing the liqui-
dity were vory high, The liquidity ratios are all out of
linc because therc is no or low 1iabilit&. In co-opecrativo
sooictics all or most of the transactions arc on ocash basis.
It can also be prcsumed that the causc of this is bocause
the co—operative socicties do not utilize the working cap-
ital cffectivoly, i.c., thoy hold cash in hand more than
needed to run their business. This excessive cash can be
considered as hoarded money in the business. The reason for
kceping this oxcessive cash in hand may be due to the un-

prodictable nature of the commoditics in relation to the timing
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and the availability, It may also be that they kept it as a mar—
gin of safety which management maintains in order to allow for
the inevitable unevenness in the flow of funds through the cur-
rent assets and liability accounts

If the reason is the lattor, thon one may say that the ex-
~0cssivo cashkept as a margin of safety is unnecessarily an over-—
flow, It may, therefore, be presumably concluded that the co-
opcrative societies are not utilising their capital judiciously.,

Standards for the liquidity ratios of the co-operative.
societies are sot based on the text books of management aocounting
literature., But for thosc co-operative societies that do not sell
on credit and on the contrary in their turn eithor purchase on
credit or on deferred payments basis,these standard ratios tond
to point morc towards the maintonance of the margin of safoty than
towards the liquidity of their business. Once again, from the
findings it is scen that the current asscts of co-—oporative so-
cicties arc much higher than their current liabilities., As such,
the above mentioned ratios show more of the utilization of working
capital than liquidity. In fact, it may be sufficicnt to usc the
current ratio and the cash ratio to mecasure the liquidity of the
co-operative societics whose stock turnovers are quite high and

which do not sell goods on credit.
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(9) Return on total investment or Return on capitel

Profit before taxes
Capital + fixed liabilities

Profit before taxes

Yorking capital + fixed assets

The return on investment ratio is used to measure how
well the management used all the permanent funds entrusted to
it to run the business,

Studying the return on investment of the co-operative
Societies, we find that it is 25,0% for the Consumers' Co-
operative Societies and 10;0% for the Village Co-operative
Societies. In general, it is found that the returm on in-
vestment of the Consumers'Co-operative Societies is higher
than that of the Village Co—operative Societies. Here again,
it is to be noted the different natures of business of the
two types of co-operative societies. The Consumers' Co-
operative Societies deal mainly in the distribution of goods,
whercas the Village Co-operative Societies do the business of
produoing goods and rendering services. That is to say, the
Village Co-operative Societies do their business with a larger
amount of investment than the Consumers! Co-operative Societies,
This may be the reason for the return on investment of the
Village Co-operative Societies being lower than that of the
Consumers! Co-operative Societies,

The standard set for this ratio is 8,0%. However, in
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practice,. the return on investment of the co-operative
sooieties is higher than the standard rate. It would not
be satisfactory if the return on investment of the co-
operative sooieties is lower than 8,0%., On the other hand,
also , it can not be said that the situation is satis-
factory even though their return on investment is 8.0%,
The norm, 8,07 is the standard rate fixed according to the
bank interest rate. Therefore, the return on investment
of the co-operative societies should be at least 8,0% and
higher in order to reach up to a certain limit of satis-
factory situation. If, in the long run, the business is
intended to be extended it is assumed that the return on
investment of the co-operative societies should be higher
than 8,0%,

s g!

et income after taxes

Stookholders' equity

The meturn’ on stockholders' equity is a measure of
how well the management used the owners' equities in the
business.

No standard rate is fixed for this ratio. In prac-
tice, it is 80,3% and 65.2% for the Consumers' Co-operative
and the Village Co-operative Societies respectively. On
the whole, the return on stockholders! equity of the co-

operative societios is good and the percentage of the return
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on shareholders' equity of the Consumers' Co-operative
Societies is higher than that of the Village Co-operative
Societies,

In co-operative societies, however, only the share
capital is used in determining the return on stockholders'
equity. In fact, to reflect the ourrent situation, the
actual stockholders' equities should be used. In other
words, besides the share capital, the retained earnings,
business extension funds and general funds should be in-
cluded for computation. Then, only would it be known the
return on shareholders' equities actually invested in the
business,

(11) SS fit rati

Gross profit

Net sales

In order to measure how much gross profit has been
marked-up on the sale of goods by co-operative business,
this ratio is used.

The standard rate for this ratio is 8.0%. In practice,
the gross profit percentage of the Consumers' Co-operative
Societies and the Village Co-operative Societies are
8,49 and 11.57 respectively. Therefore, it is seen that
the mark-up of the Consumers' Co—operative Societies is
in accordance with the standard and the one of the Village

Co-operative Societies is higher than the standard rate.
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In general, it is assumed that it is natural that the per-
centage of gross profit of the Village Co-operative Soocie-
ties is higher than that of the Consumers' Co-operative
Societies, Tor, as previously discussed, the nature of
business of the Consumers' Co-operative Societies and

the Village Co—operative Societies are not the same, Be-
cause of this, if the two types of co-operative societies
are cbmpared, there is a likelihood of the Consumers!
Co-operative Societies being able to control the expend-
iture better than the Village Co-operative Sooieties. Thus,
only when the standard gross profit ratio of the Village
Co-operative Societies is higher than the standard rate

of the Consumers' Co-operative Societies, the Village

Co—~operative Societies will be able to cover their oper-

ating ex;penses.1 @3g§f*7“ -
(12) ati S S 8, *—“',’,.,E"-:E’Q'.;a D P 55 als ,G"

Operating expea£@ fe

Net sales
This ratio is used in determining the operating ex-
pense percentage of sales in doing commercial business.,
For the co—operative societies, the standard set for

this ratio is 4.0%. In practice, the operating expense

1:'I‘he ratio of the operating expenses of the Village Co- )
operative Societies being 12.2%, it is seen that the gross profit
is not enough to cover the operating expenses.
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ratio of the Consumers' Co-operative Societies is 6,07 and
of the Village Co-operative Societies is 12,2%, Hence, it
is found that the operating expense ratio of the co=- _
operative societies are higher than the standard. The op-
erating expense ratio of the Consumers' Co-operative So-
cieties is not very much higher than the standard set.
But, as the operating expense ratio of Village Co-operative
Societies is higher than the gross profit ratio, it can
be said that they are not in a position to control their
operating expenses. Therefore, it becomes necessary that
the components of the operating expenses be separately
correlated with net sales.

One of the reasons for the Village Co-operative So-
cieties facing difficulty to control their operating ex-—
penses is that they are not only distributing goods, but
also is concerned with production and the rendering of
sorvice®. As the nature of business of the Village Co-
operative Societies is diverse, it is assumed that the op-
erating expense ratio of this oo-operative should be rated

higher than that of the Consumers' Co-operative Societies.

1It has been mentioned that the gross prof::tt ratio of the
Village Co-operative Societies should be rated higher than that
of the Consumers' Co-operative Societies.
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(13) Net mrofit ratio
Net profit
Net sales

The net profit ratio is used to measure the over-all
profitability.

The standard rate of this ratio is 4,0% for the co-
operative societies, So far as the empirical results are
concerned, the net profit ratio of the Consumers' Co-operative
Societies is 2.2% and that of the Village Co-operative So~
cieties is 3,6%, Because the operating expense ratios of
the Consumers' Cowoporative Societies are higher than the
standard, the net profit ratios become lower than the stand-
ard. Therefore, if the operating expenses of the Consumers'
Co—operative Societies could be decreased, the net profit
percentage would increase.

Although, the operating expense ratio of the Village
Co~operative Socicties is higher than the gross profit
percentage, the net profit ratio is 3.,6%, This is not the
result of profit from operating, but of other incomes.1 If
the Village Co-operative Societies do not get other income
considerably, there is a possibility of facing losses. As a

matter of fact, the Village Co-operative Societies should not

1Other incomes comprise the money obtained from‘the sales of
0ld news-papers,; old gunny bags, empty drums, extra rice, etc.
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depend on other incomes but mainly on operating profit, Hence,
they should cut down the operating expenses as much as pass—
ible and strive to get profit from operating, It is assumed
that a ratio concerning other incomes (ratio of other income
to net sales) should be fixed. In other words, there should
be a control over other income from dominating the net profit.
Thereupon, the business performance. can be appraised more
meaningfully and at the same time be able to take care not to
harm the interest of the consumers,

(14) ating rati

Cost of sales + eoxponses

Net sales + other income

This ratio is used in determining the total operating
expenses as percentage of sales.

The standard of this ratio for the co-operative business
is 96,0%, In practioce, it is 98.1% for the Consumers' Co-
operative Societies and 98.0% for the Village Co-operativo
Socicties. Therefore, the operating ratios of the co-
Eperatives are highor than the standard established. It is
not because of the cost of goods sold but because of the
operating expenses. If the co-operatives can roduce the
expenses, the operating ratio will decrcase and the net pro-
fit will increase. Furthermore, it is found that other in-
comes and exponses aro inoluded in caloulating this ratio.

TIn cases where the volume of other incomes is large, the
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operating ratio would not be able to reflect the true image
of the business, because of its domination. In the Village
Co~operative Sooieties; though the total income is higher than
the total expenses, the total income is dominated by other

incomes,
R atine ass

Operating profit

Total operating assets

The return on operating assets ratio is used in mea-
suring whether or not it is capable to utilize the operating
assets of the business to the utmost advantage.

The standard ratio is set for 8.0% in co-operative
business, In effect, the return on operating assets of the
Consumers' Co~operative Societies is 16,T7%, while that of
the Village Co—operative Socicties is 9.,7%. Hence, it is
seen that the return on operating assets ratios of the co-
operatives are higher than the norm and that the Consumers'
Co—operative Societios! return on operating assets is Dbotter
than that of the Village Co-operative Societies. Tho diff-
erence in the return on operating assets of the two co-
operatives may be because of the dissimilarity in the nature

of their business.

Moreover, the socicties may subsist on loans in the form
of capital invested in the total operating assetis. Therefore,

it would not be proper to say that the return is good just
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because the return on operating assets is 8,07, It would be
appropriate to conclude that the percentage of the return on
operating assets is good only when it is at least 8,07 and
above, Besides, they use the total assets in computing this
ratio instead of using the total operating assets figure. In
fact,the assets that is not being utilized in the operating
of the business should be excluded from the total assets
calculation; For oxample, a warehouse which is rented to

other organization.

The 15 finanoial ratios used in assessing the financial

situation of the co-operative societies have been discussed,
In continuationy a ratio that can be used to evaluate the
success of the co—operative societies was sclected in this
seotion. The success of the co-operative societies of the
Rangoon Division was measurcd on a township basis,

In assessing the success of the business, profitability
takes part as the most important factor. The reason is that
it is the indicator which should be considered as significant
both in assessing the financial situation and in evaluating
the over-all performance of the business, In gencral, a
ratio that can represent the financial ratios used to measureo
the profitability is assumed to be the operating ratio.

Thorefore, the oporating ratio was applied in assessing the
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success of the co—operative societies.

Firstly, the success of the Consumers' Co-operative Scocieties
within the Rangoon Division was measured townshipwise. In doing
80y two classifications were made based on the mean operating
ratios of each township. The first falls into the category of
successful and unsuccessful townships. The standard ratio used
by the co-operative societies was applied as a norm in classifying
them, Secondly, townships were classified into acceptable
townships whose success are acceptable, and non-acceptable townships
whose success are not acceptable by using the mean operating ratio
of the Rangoon Division as a norms As mentioned earlier, the
standard operating ratio of the co-operatives is 96.0% and the
mean operating ratio of the Consumers! Co-operative Societies is

98.11% The findings are as shown in the table on the noxt page.
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As it is meen in the above table, Taikkyi, Syriam and
Pabedan were suocoessful townships; The others were unsuccessful
townships. Therefore, the standard 96.0% is incapable of reflecting
the situation that is prevailing., Further, applying the mean ratio
of Rangoon Division, it was found that there were 18 townships whose
success are aoceptable and the remaining 20 whose suoocess are not
acceptables The aoccptable townships were Taikkyl, Syriam, Pabedan,
Lanmadaw, Tantabin, Thaketa, Sanchaung, Kyauktada, Thongwa, Latha,
Twante, Dallah, North Okkalapa, Hlegu, Mingaladon, Dagon and Bahan.

Secondly, the oondition of success of the Village Co—operative
Societies of Rangoon Division was evaluated according to townships
and the results are shown in the following table on the next pagec.
(The mean operating ratio of the Village Co—operative Societies

is 98,02%).
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Applying the standard used by the co-operatives
it was found that all the 12 townships studied were un-
successful. On the other hand, when the mean ratio of
Rangoon Division was used and it was found that the state
of success of five townships, viz., Htantabin, Emawbi,
Twante, Hlegu and Taikkyi were acceptable while the
remaining eight townships'! state of success were not
acoeptable,

Further, it would be necessary to anzlyse in detzil
the reason why some of the co-operztive societies zre
successful while others are not., Therefore, in the
latter sections, variables that could affect the per-

Pormance of the co-opcrative societies would be determined.

Selecti f Societies

In order to a2naltyse the Consumers' Co—operztive So-
cieties a2nd the Village Co—operative Societies ir defz2il,
study tours were made within the Rangoon Division, Three
out of 32 townships of the Rangoon Division were selected
by purposive sampling., They are (i) Kemmendins Townshir,
(ii) Insein Township and (iii) Syriam Township,

10 socicties each of these townships, making a fotal
of 30, wore selected on the basis of net profit ratio 2nd
return on oporating assets ratio, calculated in the phase

one of this study. Selection of societies from caon
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township was made as described below,

It was found that there wore 22 Consumers' Co-operative So-
cieties in Kemmendine Township. Thoy were listed from the highest
to the lowest according to the percentage of net profit., In accor-
dance with the list obtained, thoy were arranged into threce groups,
cach comprising of onc third of the number of the socicties. Thus,
the socicties that had the highest ratios were placed in the first
group., Those that ranked in the middle between the highest and
the lowest were in the second group and those that had the lowest
ratios were in the third group. Likewise, the societies in the
Kemmendine Township were arranged and grouped again according to
the return on operating assets ratio,

Then, those societies which were in the first group according
to the net profit nercentage as well as percent return on operating
assets were oategorised as high performance societies, In other
other words, they were high in both of the ratios and that was why
they were termed as  high performance socicties. Again, those
grouped in the second according to the net profit percontage and
the percent return on operating assets, that is to say, thoso so-
cieties ranking in between were categorised as the medium performance
sociecties, TFinally, those falling in the last group or those
having the lowest in both of the ratios were classfied as the low

performance societies.

According to the above classification the 10 societies selected

from the Kemmendine Towmship can be seen in the following table.
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TABLE 3,5 — Selected Consumers' Co-operative Societies of the
Kemmendine Tovmship

s Sociotics P jé’%&%ﬁ;’m ot
1., | Bor Gar 24b 16.6 High
2. | Hteedan Set lyc 2.5 19,0 o
3. | Kayen Ahmyothar 24 19,1 =
4. | Zaygyi Anout 2 1347 Medium
5. | Sayyodan Nyein Chanyd P2 1543 "
6. | Oh Bo 2,1 147 "
Te | Zay Gala 2t 13.7 "
8. | Thadu Anout 1.8 1.8 Low
9. | hite-hall Ted 11.6 "

10. | Set San and Out Yon 1.0 8.1 "

In the Insein Township, 5 out of 22 Consumers' Co~operative

Societies and 5 out of 11 Village Co-operative Societies, malking a

total of 10 were sclected, whereas in the Syriam Township 10 out of

28 Village Co-operative Societies were selected. The basis of sele=-

otion in dotail was the same as beforc.

The sclocted socictics in the Insein Township and the Syriam

Township can be seen in the following tables.,
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TABIE 3,6 - Selected Consumers' Co-operative Societies of the

Insein Tovmship

Percent Return
ST i Net Profit
No. Societies Percentage | % Operating Poerformance
Assets
1. | Ah Kyin Htaung 247 30.8 High
2. | Aung San 2.4 1 Tl "
3. | Peinne Gone 2,0 14,5 Medium
4. | Kannar Ahle 148 13.4 Low
5, Taung Thu Gone 1.1 9.8 .
TABLE 3,7 - Seleoted Village Co-operative Societies of the Insein
Township
., | Percent Return
Sr. o Net Profit .
Yo. Societies Percentage Zzsggzratlng Performance
1. | Yyaung Ywa 3.5 15.5 High
2. | Hlau Kar 2.8 13.7 B
3, | Zigone 243 12.1 Medium
4, Shan Chaung iy 8.3 "
5. Oak-hpo 1 07 4!3 LOW
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TABLE 3,8 ~ Selected Village Co-operative Societies of the
Syriam Township

ﬁz: Societies gg:ozizzzz izrgggiazizgrn Performance
Assets
1. | Phya Gone 4.7 16.5 High
2, | Ka La e 35 18.1 "
3. | Chaung Souk bl 124 .
4.| Ba yet 2.3 10.6 Medium
5.| Sit Pin Kwin 21 9.4 .
6. | Day Zat 21 8.3 "
T« | Tha Bye Gone 2.0 Te3 Low
8. | Mingalunn . 1.4 St -
9. | Nga Bye Ma 0.9 Tl "
10. | Pagan Taung B 1.6 "

The number of the selected socicties of Rangoon Division to be

studied arc tabulated as follows.

TABLE 3,9 — Number of Selected Socicties of Rangoon Division

No. of societies
High Hodium Lo

Sr " "Lg W
No: Tovmships Performance | Performance | Performance Ll
1. | Kemmendine 3 4 3 10
2| Insein 4 3 3 10
3 ° Syriam 3 3 4 10
Total 10 10 10 30
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3¢5¢2¢ Variables Taken into Consideration
There are many factors which may influence the perform-
ance of co-operative societies., Among them the main factors
are (i) Roonomic factors, (ii) Organization factors and

(iii) Social factors. Moreover, some variables, pertinent

to these factors, are chosen as the variables which may

affect the performance of the co-operative societies,

(i) Zconomic factors — The factors which affect the economic
activities of the societies directly are referred to as
oconomic factors., The variables, vertinent to the
economic factors are as shown in the following table.

TABLE 3,10 - Variables Taken into Consideration = Economic

Tactors
Methodology
;z: Partioulars éﬁ;:i;iigéire Xi;;ysis Observation
1. | Year of establishment x
2, | Change of shop location X
3. | Ownership of main
building x
4, | Business branches X
50 | Mini market X
6. | Growth in the number
members %
T« | Monetary rewards to the
E. C. members - 3
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TABLE 3,10 - (ocontinued)
Methodology
Sre . Interview Data :
No. Particulars Quostionsize] Analysis Observation
8. | Payment of dividend X
9, | Volume of dividend (last
time) %
10. | Benefits other than
dividend X
11, | Sources of commoditiocs
(a) Agrioultural & Farm
Produce Trade Corp.
(b) Township Co-operatives
(o) Other Tovmship Co-
operatives
(d) Private wholesalers
12, | Commissioned goods X
13, | Distribution of goods
(a) Application method x
(b) Rationing and allo-
cation system p <
(c) Open sales method X
14 Loans from Township Co-
operatives x
15. Ba.nk loan x
16, Current liabilities X
17 | Yastages X
18. 1 Storage system %
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TABLE 3,10 - (continued)

Methodology
Sr. ; Interview Data
Particul ' i
No. S Quesiiumnaire | Analysis Qbsecentiog
19. | Display
(a) Displaying goods to
attract the
interest of con-
sumers =
(b) Displaying goods in
a practical way x
(¢) Displaying goods
securely X
20, Cleanliness x

(ii) Oxeanization factors — The factors relevant to the persons who

factors.

are as in the following table.

work for the the societies are referred to as organization

The variables, pertinent to the organization factors,

TABLE 3,11 — Variables Taken into Consideration - Organization Factors

Sh
Yo,

Particularg

Methodology

Interview
Questionnaire

Data
Analysis

QObservation

Bducational training
factors:

Training and education

(a) Propagation of basic
ideologies of 8o~
cialism and Co-
operative
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TABLE 3,11 = (continued)

Methodology
S . Interview Data ;
NQ- Particulars Questiommaire | Analysis Obsexrvation
(b) Seminars and courses x
(c¢) Selection of train-
ees to attend Co-
operative Courses X
E., C. members:
24} Number of voted and gov-
ernment appointed
E. C, members x
3.} Re=enactment of the
B, C, members b d
4. Number of old and new
L. Co members b
5¢{ Full time and part time
K. Ce members x
6. Part time E., C. members'
time at work X
T.{ Number of B, C. members
who have training
experience X
8.] Number of ©. C. members
who attended E, C.
meetings regularly X
9.] Taking action against
B, C. members X
10.|{ Age of T, C. members X
11.] Educational qualifi-
cation of T. C.
members X
120 Occ’llpa'tion Of 1'3. Ca

members x
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TABLE 3,11 - (oontinued)

¢

§E

Methodology

Sre Interview Data
P -
Yo. artioulars Gusstiometed Aoslyais Observation
13.| Service of E, Cs members x
144] Party membership x
15¢] Level of Party membership X
Employees:
16+ Number of employees acc-
ording to ocategories
of employment X
17.] Number of olf and new emp-
loyees  d
18+| Service of employeces x
19.| Age of employces X
20, | Bducational qualification
of employces X
21.] Full time and part time
employees X
22, | Number of employees who
have training ex-—
perience X
23. | Procedures of depart-
mental action for
cmployees X
24. | Taking action on the
X

cmployees
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Social factors = The factors relevant to the interrelationship

of the persons within the society and the relationship between

oonsumers are referred to as social factors.

the society and environment, i.e., other organizations er
The variables,

pertinent to the social factors are as in the following table.

TABLE 3,12 -~ Variables Taken into Consideration - Social Factors

Sr.
No.

Particulars

Methodology

Interview
Questionnaire

Data
Analysis

Observation

1

3.

4.

De

6o

Mzjorities of buyers

Contact with society
members

Social functions

éa) Health
b) Education
(e¢) Culture

Contact with Township
Society

Contact with Divisional
Society

(a) Relationship betwecen
supervisors and
empnloyees

(b) Interrelationship
between employces

(¢) Relationship between
staffs and oon-
sumers

HHH

Therefore, the main hypothesis of this study can be described

as follow,.
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If the economic factors, organization factors and soeial

factors are favourable, the porformance of the co-operative

socioties would be successful,
3'5-30 Eiﬂdiﬂ&i
Economic fagtors:

(1)

(2)

Year of establishment - Out of all the societies, 46,7%
were established in the year 1970, 40.0% in 1971, 10.07

in 1972 and 3.,3% in 1975,

Of the high performance sooieties, it was found that
40,0% were established in 1970, 50,0% in 1971 and 10,0%
in 1972, 'ithin the medium performance societies 50.0%
were formed in 1970, 40,07 in 1971 and 10,07 in 1972,
504,07 of the low performance societies were found to have
been created in 1970, 30,07 in 1971, 10,07 in 1972 and
the remaining 10,0% in 1975,

Chan f s ation — Out of all the socicties

56.7% change the locations of their shops and tho re-
maining 43.3% stay put. Among the high performance
sociotics 30,0% ohkango the locations of their
shops, while the others, 70,0% remain at the place of
origin, 80,07 of the medium performance societies change
the sitcs of their shops and the other 20,04 oan be secn
at tho usual places On the part of the low nerformance
socicties, 60.0% change the locations of their shops,

while thc remaining 40.0% stay at the same places
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(4)

(5)
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Qunership of main buildines - 80407 of the societies operdte
in their own buildings, while 20,04 of them do their business
in rented buildings., 70,0% of the high performance societies
owvn buildings and 30,07 of them do not own any. 70,07 of the
medium performance societies ovm buildings and 30,07 rent
buildings. Here, it is to be noted that all the low per=
formance socicties operate in their own buildings.

Business branches - The Consumers' Co-operative Societies
operate the following branches. They are (1) retail shops,
(2) cold drinks shops, (3) meat and fish distribution shops,
(4) clinies, (5) animal breeding, (6) farming, (7) procure-
mont of paddy and sales of rice, (8) motor vehicles hiring
business, (9) water pump hiring business, (10) motor launches
hiring business, (11) tractor hiring busincss, (12) charcoal
distribution business, (13) fodder sales business  8nd
(14) nursery schools.

Out of those societies studied 70.0% have business
branches and 30.07 do not. The high performance societies
that have such branches stand at 70,0% and 30.0% of them do
not have any business branches. 60,0% of the medium perfor-
mance societies have business branchos and the remaining 40, 0%
do not have any., Out of the low performance societies, 80,0%
have business branches and 20,07 do not have.

Mini markets - 6.7% of all the societies run retail shops

and the rest 93.3% have no such activities. It is worthy of
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note that the high performance societies have not one retail

shop while the medium and the low performance societies have

1040% each out of all their shops, '
Growth in the number of members - Studying the whole societies

from the date of establishement up to now we find that there
is a growth of 45.5% in the number of members and 0.,4% de-
crease making a net growth of 45,1, The high performance
societies have a growth of 46.8% without any decrease, The
medium performance socicties have a growth of 35.8% without
any decrease, The low performance societies have a growth of
62,27 with 1,5% éecrease, making a net growth of 60,7%.
Monetary rewards to the Bxecutive Committee members - Executive
Committee members , working on a full time basis are granted
monetdry rewards. Among the societies studied, 63.3% grant
monetary rewards to their Z. C, members, i.e., those societies
that have full time working B, C. members and 36,7% do not
grant monetary rewards, i.e., those that do not have full
time working ©B. C. members.

60.0% of the high performance societies grant monetary
rewards and 40,07 do not. 70.0% of the medium performance
societies grant monetary rewards and 30,0% refrain from doing
so. Looking at the societies of low performance, we see that
60,0% of them allow monetary rewards and 40,0 do not.

Payment of dividend on shares - Those societies that disburse
dividends annually totalled 40,07 of all the soocieties studied
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and 60,0% did not disburse ammually, 50,0% of tho high per-
formance societies did and 50,07 did not disburse dividends
annually. 30,07 of the medium performance socioties disburse
dividends annually and 70,0% did not. Among the low perfor-
mance societies 40,04 disbursed annually and 60,07 did not.

(9) Yolume of dividend on shares (last time) - Out of the sooleties
that were studied 36477 of them did not disburse any dividend
on shares, 13.3% disbursed 1 to 5 kyats, 33,37 disbursed 6 to
10 kyats, 6+7% disbursed 11 to 15 kyats and 1,07 disbursed
over 15 kyats. Out of the high performance socictios, 40.0%
did not disburse any dividend on shares, 10,07 gave out betwoen
1 and 5 kyate, 40,07 disbursed between 6 and 10 kyats and
10.0% gave above 15 kyats. Among the medium performance so-
cieties 40,07 did not disburse any dividend on shares, 20.,0%
disbursed betweon 1 and 5 kyats, 20,07 disbursed botween
6 and 10 kyats, 20,07 disbursed betwoon 11 and 15 kyats. Out
of the low performance societies 30,07 did not disburse divi-
dend on shares, 10,0f disbursed between 1 and 5 kyats, 40,0%

disbursed between 6 and 10 kyats and 20,07 disbursed above

15 kyats.
(10) Benefits othar than dividends — Some co-operative societies give

stock dividend or scarce commodities in kind to the consumers
instead of distributing dividends. Out of those societies
studied, it was found that 46.7% gave other benefits for the

non-disbursement of cash dividends on shares while 53.3% did




(11)

126

not do such thing., 50,0% of the high performance societies

gave such benefits; the remaining 50,07 did not. Among the

medium performance societies, 20,07 gave other benefits in-

stead of cash dividends and 80,07did not. 70,07 of the low

performance societies gave other benefits instead of the cash

dividends and 30,07 did not,

s
(a)

(v)

ces mmoditics:

Agricultural and Farm Produce Trade Corporation - Rice,

beans and pulses are the major goods which the co-operative
societies purchase from the Agricultural and Farm Produce
Trade Corporation. 86,77 of all the societies procured
the commodities from the Agricultural and Farm Produce
Trade Corporation and 13.3% obtained from other sources.
80.0% of the high verformance societies acquired their
commodities from the above mentioned Corporation and 20, 0%

did not. 90,07 of the medium performance societies

. obtained goods from the mentioned Corporation and 10,0

procured from elsewhere. Among the low performance so-
cieties 90,07 acquired their goods from the mentioned
Corporation and 10,07 got grom outside.

Township Co-overative Societies — Co-operative societies
procure foodstuffs, textiles and consumer goods from the
Townshin Co-operatives. 96,7% of the societies studied
procurcd commodities from the Towmship Co-operative So-

cieties and 3.37 acquired from other sources. All the high
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performance societies procured their goods from the Town-
ship Co-opcratives, 90.0% of the medium performance socictiecs
got goods from the Towmship Co-operative Socicties while 10,07
acquired from other sources. 100.0% of the low performance
societies depended on their Tovmship Co-operatives for their
goods,

(c) Other Towmship Go-overative Socicties - 53.3% of the socicties
studied purchascd goods from other Towmship Co-operative . Co-
operative Societies while 46.,7¢ did not buy from other Tovmn-
ship Co-operatives. 50.0% of the high performance socicties
acquired goods from other Township Co-operative Socicties and
50,07 did not. 70.0¢ of the modium performance soocieties
obtained commoditics from other Township Co-operatives
and 30,07 did not. The low performance socicties of whose
societies obtained goods from other Township Co-overatives stood
at 40,07 and the remaining 60,07 did not buy from other Town-
ship Co-operative Societics,

(d) Privatc wholesalers - 53.37 of tho socictios purchasod goods
from privatc wholesalers and 46,77 did not. 70.0% of the high
performance socicties bought commodities from private whole-
salers and 3Q.0% Bou.ght, from other sources, i.c., from Township
Co—operatives and from Corporations. 60,07 of the medium per-
formance socioties procured goods from private wholesalers and
40,0% did not. 30.0% of the low performance socictics got

their commodities from private wholesalers and 70.055 did not.
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(12) Commissioned goods ~ 6,7% of the societies which were studied

(13)

accepted commissioned goods while 93,3% did not. 100,07 of
the high performance societies did not accept commissioned
goods. Among the medium performance societies 10,07 accepted
commissioned goods and 90.0% did not. Also among the low
performance societies 10,0% accepted commissioned goods and

9000?- did not.

Distribution of goods :

(a) Apnlication _ncthod - Certain scarce goods such as milk-
powder, torch-lights, dry cells; etc. are sold by using
the application method. 80,07 of the societies studied
sell goods by using the application method and 20.0% did
not. use this method. Among the high performance socicties
80.07 use this method and 20,07 did not.90.0% of the

medium performance societies used this method and 10.0%

did not. 70.0! of the low performance societies distributed

their goods by using the application method while 30,0%

did not.
(b) Rationi and al ti ~ This method was applied

by all the societies.

(c) Open sale method — Open sale method was applied by 83,3
of the societics studied and 16,7 did not. This method
was also used by 100,07 of the high performance socicties.

70,07 of the medium performance societies applied the open

sale method and 30.07 did not., 80,07 of the low performance
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(14)

(15)

(16)
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societies applied this method and 20,07 did not use this

method.,
Loans from the Townshin Co-operatives - Out of the societies

studied 26,77 received loans from the Township Co-operatives
and T73.37 did not. 20,07 of the high performance societies
obtained loans from the Township Co-operatives and 80.0%
did not. Among the medium performance societies 20,07 re-
ceived loans from the Mownshin Co-operatives while 80,07
did not. 40,0% of the low performance societics received
loans from the Township Co-operatives and 60.0% did not.
Bank loans - Among the societies studied, 20,07 have taken
bank loans and 80,0% did nat, Also among the high perfor-
mance societies 20,07 took bank loans and 80,07 did not. Only
10,07 of the medium performance societies took bank loans .
and 90,07 did not. Out of the low performance societies
30.,0% took bank loans and 70,07 did not.

Current liabilities - Among the societies studied it was
found that 3.37 had no current liability, 26,75 owed between
K1.,00 and Ks. 499,00, 40,07 owed between Ks, 500,00 and

Ks. 999,00, 3.37 owed between Ks. 1000,00 and Ks. 1499,00
and 26,7 owed Ks. 1500,00 and more. Out of the high per-
formance socicties 40,07 has a current liability of K. 1,00
to Ks. 499,00, 40,07 owed betweon Ks, 500,00 and Ks. 999,00,
20.0% owed Ks, 1500,00 and above. Among the medium nerformance

societios 30,07 owed between K, 1,00 and Ks., 499,00, 30,0%
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owed between Ks. 500,00 and Ks, 999,00, 10,07 owed between
Ks, 1000.00 and Ks, 1499,00, 30,0% owed Ks, 1500,00 and
above. Out of the low performance societies, 10,0% had no
debt to settle, 10,07 owed between K, 1,00 and Ks, 499,00,
50407 owed between Ks, 500,00 and Ks. 999,00 and 30,07 owed

:KS. 1 500. 00 and. aboveo

(1&) Hastages (durine 1982-83) - Among the societies studied

(18)

16.7% showed no wastages, 23,37 showed Ks, 500,00 and less,
20.0% showed between Ks, 501,00 and Ks., 1000,00, 20,0% showed
between Ks, 1001,00 and Ks, 1500,00 and 20,07 showed the
value of damages and wastages as Ks, 1500,00 and above,

Among the high performance societies there were 10,07
which had no damages and wastages, 20,07 showed botween
Ks, 500,00 and less, 30,07 showed between Ks, 501,00 and
{s. 1000.00, 10,0% showed between Ks. 1001,00 and Ks. 150000,
30,07 showed Ks. 1500,00 and above., Among the medium per-
formance societies 10,07 showed no damages and wastages, 50405
showed Ks. 500,00 and less, 20,07 showed betweon Ks. 501.00
and Ks, 1000,00, 20,07 showed between Ks, 1001,00 and
Ks. 1500,00, Among the low performence socicties 30,07 showed
no damages and wastages, 10,07 showed betwcen Ks, 501.00
and Ks. 1000,00, 30,07 showed between Ks, 1001.00 and
Ks. 1500,00, 30,07 showed above Ks. 1500,00.
Storage system - The storage of goods were studied basing on

four conditions. They were; (i) whether the different types
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of goods were stored separately or not, (ii) whether the
goods which can be perishable by rain or sun were stored
under the shelter or not, (iii) whether the pungent goods
were stored separately from others which are not pungent or
not and (iv)whether there were wastages during storage.
Depending on each of the conditions mentioned above,
marks were given for proper storage and improper storage.
On the whole, it was found that out of all the marks given
75.0% were given for proper storage and 25,07 were given
for improper storage., Among the high performance societies
there wore 70,07 of the marks obtained for proper storage
and 30,07 of the marks were obtained for improper storage.
Among the medium performance societies 77.55" were obtained
for proper storage and 22,5% of the marks werse obtained
for improper storage. Among the low performance societies
77.5% of the marks were obtained for proper storage and

22,5% wore obtained for improper storage.

(19) Displav of goods - Display of goods wore studied from three

view—points, vize, (a) whether they were displayed attract-
ing interest from the buyers or not, (b) whether they were
displayed in a practical way or not and (c) whether they
were displayed seourely. Marks were given depending on the
fact that goods were displayed according to the point studied.
Among all the socicties studied, 48.87 of all the marks

given were obtained for displaying goods in a way that would
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attract the interest of the consumers while 51,2% were
obtained for the contrary. Among the high performance
societies 55,07 of the marks were obtained for attracting
interest of the consumers and 45,0% for the opposite. The
medium performance societies obtained 38.87 for attracting
the consumers and 61 .2’/ for the opposite, The low per-
formance societies obtained 52,57 for attracting the
consumers and 47.5% for the opposite.

Among all the societies 81,37 of all the marks given
were obtained for displaying goods in a practical way while
18,77 were obtained for the contrary. The high performance
socicties obtained 88,07 of the marks for displaying goods
in a practical way and 12,0% for the contrary, The medium
performance societies obtained 72,0/ for the positive and
28,07 for the negative. The low performance societies
obtained 84.,0% for the display of goods in a practical way
and 16,07% for the opposite.

In all societies studied, out of all the marks given
84.27 were obtained for displaying goods securely and 15.8%
for the opposite. The high performance sooieties obtained
82,57 of the marks for displaying goods securely and 17.5%
woere obtained for the opposite. The medium performance
societics obtained 80,0% for displaying goods socurcly and
20,0% for the opposites The low performance societies ob-

tained 90;0% of the marks for displaying goods in a seourod
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manner and 10,07 for not doing so,

(20) Cleanliness - In determining cleanliness of a shop, marks
of 1 to 10 were fixed as the basis depending on how well they
were kept clean. In studying the cleanliness of the shops
20;% obtained marks between 1 and 3, 36;7‘}2 obtained
between 4 and 6, and 43,37 obtained between 7 and 9.
Among the high performance societies 20,070 obtained marks
between 1 and 3, 30,07 obtained between 4 and 6 and 50;0‘-}3
obtained between T and 9., Among the medium performance
societies 30,07 obtained between 1 and 3, 40,0% obtained
between 4 and 6 and 30,0% obtained between 7 and 9. Among
the low performance societies there were 10,0% whioh obtained
between 1 and 3 marks, 40,07 which obtained between 4 and 6

and 50,0% which obtained 7 and 9 marks.

B torss
Educational training fackors (organizational wi s )
(21) Training and education!

(a) Provagation of basig ideolozies of Socialism and
Co—operatives - 23,37 of the societies that were studied
propagated the two basic ideologies while 66,7% did not.
Propagation of the said ideologies were effected among
50,07 of the high performance socicties and none among
the remaining 50,0%. 30,07 of the medium performance
societies propagated the two basic ideologies and 70,07

did not. Among the low performance societies 20,0% did
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propagation work of the said ideologies and 80;0% dia
note.

(b) Seminars and courses - 30,0% of all the societies
studied held such seminars and courses and 70,07 did
not. 50,07 of the high porformance societies held the
seminars and courses while the remaining 50,0% did not.
20,07 of the medium performance societies organized
such seminars and courses and 80,07 did not, Among the
low performance societies 20,07 arranged to hold such
seminars and courses and the rest 80.0% did not.

(¢) Selection of tra nd_co—operativ ses -

80,07 of the societios studied seleoted B, Co mom-
bers and employecs to attend co-operative courses and
20,0% did not. Among the high performance socicties
80,0%did and 20,07 did not selecot trainecs., 70,07 of
the medium performance societics sclocted such trainces
to attend co-operative courses and 30,0% did not. 90, 0%
of the low performance socicties did and 1 0.0% did not

select trainces to attend such courses.

fea|

s2

(22) Number of voted and government avoointed T. C, mombors - Among
the 30 societies which were studied, it was learned that there
were altogether 306 executive committee members. Oub of this

number 62.6% were elected to the committee by the members of

the societies, while 37.4% were appointed by the govarnment.
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The high performance societies have 61,27 elected exeoutive
committee members and 38.8% government appointed exeoutive
committee members. The medium performance societies have
5848% clected executive committee mombers and 41,2% govern=
ment ap’po:[nted executive committee members, Among tho low
performahce Socleties 67.9‘% were elected B, C. mombers and
32.1% were government appoinhted T, C, members,
(23) Re=enactment of tho B, C, members < Out of all the societies
23.3% re-enacted the out-going B. C, members and 76;7‘% did
not. 20,0% of the high performance socicties re-cnacted
the out-going E. C. members and 80,07 did not. Also like
the high performance socicties 20,0% of the medium perform-
andce socicties re-cnacted and 80,07 did not. On the part
of the low performance societies 30,07 re-engage tho out=
going B, C. members and 70,0% did without them.
(24) Number of old and new E, C, members = Out of the total
societies therc wore 2.1% old B, C, members and 97.9% new
E, C. members, Within the high performance societics there
were 1.,9% old E, C, members and 98;17: new oncs, In the me-
dium performance sociotics 1.8% were old E, C, membors and
98,29 were new B, C. mombers, The low performance socicties
had 2,7% old and 97.37 now E, C. members,
(25) Number of full time and vert time . C. mombers - Out of the
societics studied 11,07 of their E, C. mombers workod full

time and 89,07 worked part time. Among the high performance
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societics 7;8‘,’5 worked full time and 92,27 worked part time.
Among the medium performancoe socicties 16,5% worked full
time and 83.5% workod part time. Out of the low performanco
societies 843% worked full time and 91.7% worked part time.
art time T C; bers! time at work - 38,7% of part time
E, C. members of all the societies worked at their societies
about 1 to 2 hours, 44.4% worked 3 to 4 hours, 7,0% worked
5 to 6 hours and 9,9 worked 7 hours and above. Among the
part time W, C, members of the high performande societies
25.5% worked 1 to 2 hours, 51.1% worked 3 to 4 hours, 8.5%
worked 5 to 6 hours and 14,9% worked 7 hours and above at
their societies, Out of the part time B, C. members of the
medium performance societies 47.3% worked 1 to 2 hours, 42,8%
worked 3 to 4 hours, 4.4 worked 5 to 6 hours and 5.5% worked
7 hours and above at their societies, Among the part time
B, C, members of the low performance societies 43,4% worked
1 to 2 hours, 39.4% worked 3 to 4 hours, 8,17 worked 5 to 6
hours and 9,17 worked 7 hours and above.
Nunmbe T, C, mcmbeors w av aini eri g -
Among those sociotics that were studied 63.6% of their
E., C, members have attendod co-operative training courses
while 36,47 have not yet attended, Among the high parfor-
mance societics 65,77 have attended and 34,37 have not.
Out of the medium performance societics 64,27 have attended

and 35.87 have not. Among the low performance societics
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6117 have attended and 38;9';"{ have not,

(28) i in) o) . m i -

Out of all the socicties studied, 97.57 of their E, C,

members attonded meetings regularly and 2,57 werc not regular
at thc mectings. Among the high performanco sociotics 98,07
of their E. C. members attended meeting regularly and 2,07
were irregular, Out of the medium performance socictios
94.5% of their B, C, members were regular at the meeting and
5¢5% were not. All the E, C, members of the low performanco
societies worc rcgular at the mectings.

(29) Takine action ageinst B, C. members - E{ Ci mombore of the
13.37 of the societies studied have been taken action upon
while the remaining 86,77 of the socictios were free of those
who should be taken action upon. Among the high performance
socicties 40,07 have their B, C. members who were taken action
upon and 60,07 did not. The medium and low porformanco socic-
tics wore free of those E. C. membors who werc taken action upon.

(30) Azo of B, C, mombers - Studying the co-operative societies
it was found that 10.47 of tho cxecutive committoe members
woere between 20 and 29 yecars of age, 26,37 wore between 30
and 39, 32,67 were between 40 and 49, 21 .37 were botween 50
and 59 and 9.47 werc 60 and over., Among the high performance
socictios 10,87 of the B, C, mombers ranged from 20 to 29,
32,45 from 30 to 39, 28,47 from 40 to 49, 21,57 from 50 to

59 and 6.9% wore 60 and above, Tho medium performanco socio-
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ties'*9,27 of E, C, members ranged from 20 to 29, 17.4% from
30 to 39, 40.4% from 40 to 49, 21,17 from 50 to 59 and 11,9
were 60 and above. Out of the low performance socictics 11.17
ranged from 20 to 29, 29.67 from 30 to 39, 28,7/ from 40 %o
49, 21,37 from 50 to 59 and 9,37 werc 60 and above,

(31) Educational qualification of E. C. members - 33,97 of the
L, Co members of the societies studied werc of primary school
level, 33.27 werec of middle school level, 21,97 were of high
school level and 11,07 were of university level, Out of the
high performance socicties 24,57 were of primary school lovel,
40,27 were of middle school 1level, 23,57 were of high school
level, and 11 .87 were of university level, Among the medium
performance societies 35,87 were of primary school level,
25,77 were of middle school level, 21,17 were of high school
level and 17.47 were of university level. Out of the low
porformance sociotics 40,77 were of primary school level,
34,37 werc of middle school lovel, 21,37 wore of high school
levol and 3,77 wero of univérsify level,

(32) OQccupation of E. C. members - Among all the socictics 51 o 5%
of tho Exccutive Committeo members werc government employcos
and the remaining 48.57 did private business, Out of the high
porformance socictics 58.37 wore government employces and
41,77 did privatc business, In the medium performance so-
cictics 57.9" of the B. C. members were government omployces

and 42,19 werc privatc businessmen, Out of the low performance
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societios 37.57 of thoir B, C, membors were governmont
cmployces and 62,57 were private businessmen,
Service of B, C, mombers - 64.37 of the Z, C, members!
service were under two years, 18,87 were between 3 and 4 years,
15475 were between 5 and 6 years, 1,27 were 7 years and above.
Among the high performance societies 72,57 were under 2 years,
17.67 were between 3 and 4 years, 5.9 were between 5 and 6
years, 4,07 were 7 years and above, Out of the medium per-
formance societies 56,07 were under 2 years, 22,9  were between
3 and 4 years, 21,17 were between 5 and 6 yecarsj there was
none whose service was T years and above. Among the low
performance sooieties 64,87 were under 2 years, 15.77 were
between 3 and 4 years, 19,5 werc between 5 and 6 years and
none who had ocompleted 7 years of service.

Party membership — Out of the socicties studied 85,07 were
Party members and 15,07 were not. Among the high performance
societies 89,27 were Party members and 10,87 were note. Out

of the medium performance societies 85,37 were Party members
and 14.77 were not. Out of the low performance socicties
80,67 were Party members and 19.47 were not.,

Pa me ip = 54.27 of the %, C, members were
of full membership and 45.87 were candidates, Among tho high
performance socictics 60,47 were of full membership and 39,67
were candidates. Out of the medium performance societies

53.87 wore of full membership and 46,2" werc candidates.



140

Among the low performance socioties 48.37 were of full mom-

bership and 51,77 were candidate members,

' cess
(36) Number of emplovees according to catcgories of emplovmont -

Among all the socicties studied 67,37 of the cmployees
worc appointed as salary earning cmployees, 19,7% worked for
daily wages and 33,07 worked on contract. Among the high
performance societies salary carning employces oomprised 683%-
cmployces on daily wages 28,07 and 3,79 worked on contract.
66,6% of the medium performance socicties' cmployces wore
salary ecarners, 16,77% worked for daily wages and 16.7% were
employed on oontractual basis. 67.0% of the employces of the
low performance societies were salary carncrs, 14,8% worked
for daily wages and 18,29 werc on contractual basis.

(37) Numb a ew vees - 20,14 of the sociotios
studied werc old omployces and 79,9% werc new ones, Out of
the high performanoce socictios 24,45 were old and 75465 were
new cmployees. 16,7% of the medium performancc socictics
wore old employces and 83,3 were now onese The low per-
formance societics had 19,37 old cmployces and 80,7 new ones.

(38) Sorvice of the emplovees - Among the socictics studied 47.5%
of the cmployces had worked for 5 yoars and less, 31 8% for
6 to 10 years, 17.5% for 11 to 15 years, 3.2 for 16 yoars
and above. Out of the high performance societies 52,0% had

o
worked for 5 yoars and loss, 26.7% for 6 to 10 ycars, 17.3
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for 11 to 15 years, 3.,0% for 16 years and more. Among the
medium performance societies 36,8% had service of 5 years and
less, 39,5% 6 to 10 years, 19.7% 11 to 15 years, 4.0 16 years
and more. Out of the low performance societies 54.1% had
worked for 5 years and less, 29.2" for 6 to 10 years, 15,3
for 11 to 15 years and 1.4% for 16 years and morc.
Ages of the emplovees - 34,17 of the employces of the societies
were 30 years and less, 46.2% were between 31 and 50, 19,7%
werc 51 years and over., Among the high performance societies
36,07 werc between 30 years and less, 41,37 were between 31
and 50 and 22,7% were 51 and over, Out of the medium per-
formance socictics 38.2% werc 30 years and younger, 48.7%
were between 31 and 50 and 13,1¢ werc 51 and over, Among
the low performance societics 27,87 were 30 * ycars and
younger, 48.6% werc betwoon 31 and 50 and 23.6% worc 51 and
above.
Educational gqualification of emplovecs = Out of the societies
takon into consideration, 24.25 of the cmployeces' educational
qualification lcvel was primary school, 30,9 wore of middle
school lovel, 36,87 werc of high school level and 8.1% wore
of university lcvel.

Among the high performancc socictics 24,07 of the cnm-
ployces werc of primary school level, 21437 were of middle
school level, 38.7% were of high school level and 16,07 wore

of university level, Out of the medium performance socicties



142

22.4% of the employees were of primary school level, 35,5%
were of middle school level, 36,8% were of high school level
and 5,37 were of university level. Among the lo® performance
societies 26.,4% of the employees were of primary school level,
36.1% were of middle school level, 34,7% were of high school
level and 2,8% were of university level.

(41) Number of full time and part time emplovees - There were 96.0%
full time employees and 4,07 part time employees in the co-
operative societies where the study was made. Among the
high performance societies therc were 94.77 full time employecs
and 5.3 part time employces., In the medium performance
societies there were 94,7 full time employees and 5.3% part
time employees while the low performance societies had 98,6%
full time and 1.4 part time employces.

(42) Number of emolovees who had training oxverienge - Among all
societics studied 32,7% of their employces had attended
training courses, while the rest 67,3% had not. The high
performance societies had 26.8% of their employeces who had
attended training courses and 73.2% had not, In the medium
performance societies 31,07 of their omployeccs had attonded
training coursos and 69,0% had nots 39.8% of the employces
of the low performance societies had attended training courscs

and 60.2% had note.

(43) Procedures of dopartmontal action for emplovees - 8337 of

the societies studied had procedures of departmental action
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and 16,7% had no procedures of departmental action for
employees. Among the high performence societies 70,0% had
procedures of departmental action and 30,07 had no procedures
of departmental action for employees., 90,07 of the medium
performance societies had procedures of departmental action
and 10,0% had not. Similarly, the low performance societies
out of which 90,0% had procedures of departmental action for
employees and 10,0% had not,

(44) Takine acti e es - Among all the societies
26,7% possess cmployees who had been dealt with departmental
action and 73,37 had not. 40.0% of the high performance so-
cieties had employecs who had been taken action and 60, 0%

did not have any, Turning to the medium performance socicties
it was found that 30,07 of them had employees who had been
taken action and 70,07 were frce of thems On the part of

the low performance socicties only 10,07 of them had omployces
who had been taken action and 90,07 did not have any.

Social fa S

(45) The maiority of the buvers — The majority of the buyers of
the 96.7% societics studied were members and 3.3 societics
whose majority buyers werc not members. The majority of the
buyers of all tho high performance societiesand tho medium
performance socicties werc members. The majority of the buyers
of the 90,0% of tho low porformanco socicties werc members

and the majority of the buyers of the 10,07 of the socioties
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were not members,

Contact with sooiety members - Among all the societies
studied it was found that 20,0% of them had contact with their
members outside of general meetings, while 80,0% did not
have any., The high performance soocieties of which 30,07

had contact with their members outside of general meetings

and 70,0% did not. 30,07 of the medium performance socicties

had contact with their members outside of general meetings
and T0,0% did not. All the societies of the low performance
societies did not have any contact with their members out-
side of gencral meectings.

Social f ions:

(a) Health - 23.3% of those societies studied carricd out
social functions pertaining to health and the other
76,T7% never did such work. Looking at the high perfor-
mance societies 30,07 of them did the above mentioned
work and 70,07 refrained from doing so. 30,07 of the
medium performance socicties carried out social fumotions
pertaining to health and 70,07 did not. Out of the low
norormance societias 0..0‘;1 only did such work aml 90.0‘,"3
refrained ,

(b) Education - 33.3% of tho societics studicd carried out
social functions pertaining to cducation and 6647
stayed still, 40,0% of the high performance socictics

carried out such work and 60,07 did not. The medium
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performance societics had 40,0% which porformed social
work pertaining to cducation and 60,07 refrained to do
S0s 20,07 of the low performance socicties did such
work and 80,07 did not,

(¢) Culturc - 16,7% of those socictics studied carricd out
social functions pertaining to culturc and 83,3% did not.
30,07 of the high performance socicties did such work
and 70,07 did not. Out of the medium performance so-
cietios 10,07 carried out social functions pertaining
to culturc, while 90,0frefrained from doing sos 10,07
of thc low performance socicties also did such works
and 90,07 of them did not.

(48) Contact with Towmshin Co-operatives - All the socicties studicd
had contact with their Towmship Co-operatives.

(49) Contact with Township Co-operative Syndicates - Among all the
socicties studied 10,07 were visited by members of the cxe-
cutive committecc of the Township Co-operative Syndicate, while
90,07 were not visited. It was found that none of the high
performance societics were visited by such persons. 20,07
of the medium performance societies were visited and 80, 0%
were note. 10,07 of the low performance socicties were visited
by these officials and 90,04 wore not visited.

(50) (a) Relationship betweon supervisors and employegs = It was

found that among the socictics studied,3.37 had bad relation-

o
ships between the supervisors and the employees, 23.37
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had fair relationships and 73.4% had good relations, Among
the high performance societies relations between the super-
visors and the employees there were 40,0% of them fair and
60,07 of them good. Among the medium performance sooieties
10,0% were bad and 90,07 were good in relations between
the supervisors and the employeces. Among the low performance

societies 30,0% were fair and 70,0" were good in the said

relationship,.
(8) Interrelationshivs between emplovees - Among the societies

(c)

studied 40,0% were fair and 60,07 were good in relations be-
twoen the cmployees. 60.0% of the high porformance socicties
were fair and 40,0% werc good in relations between the
cmployces, 20,0% of the medium performance socicties wero
fair and 80,0% werc good in rclations between the cmploycess
Among the low performancc socicties 40,0 wore fair and 60, 0%
were good in rclations between the cmployces.

ationship between staffs and cons ,ps - Thore wore 40,07
of the sociotics which had fair rolationships between the
staffs and the consumers and 60,07 had good rclationships.
Among the high porformance socicties there were 50,07 which
had fair relationships between tho staffs and the consumors and
50,07 which had good relationships. Among the medium perfor—
mancce societics there were 30,0% which had fair rclationships

and 70,0% which had good relationships between the staffs and

the consumers. Among the low performance socioties 40,07 of
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them had fair relationships between the staffs and the consumers
and 60,0% had good relationss

Application of a statistical methed is performed to find the
significant variables, i.e., the variables that affect the per-
formance of the co-operative societies, The problem here is to
decide whether the performance of the co-operative societies is
dependent on the variables observed. This is solved by the test
of significance,1 i.ce, the Ohi-squarc Test. 'hen the valuc of
X2 is greater than the critical value,2 it is decided that the
performance of co-operative societies is dependent on the variable
concerned, Otherwise, when the valuc of X2 is less than the critical
value, it is decided that the performance of co-operative sooicties
is indcpendent of the variable observed., The Chi-squarc Test is
performed for cach variable at thrce levels of significance, ieCsy
0,01, 0,05 and 0,1 levels, According to the test the variables
which are significant arc as follows.,
(1) Part time B. C, members' time at work,
(2) mTaking action against B, C, members,
(3) =Rducational qualification of E. C. members,
(4) Occupation of T. C. members,
(5) Scrvico of B. ©, members,

(6) Number of cmployces according to the catogorics of cmploymont,

1‘I'ho details of tho test of significance is described in
Appendix A,

2Tho critical valuc is given in the Chi-squarc Distribution
table.
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(7) Rducational qualification of employces.

It is intercsting to note that all the statistical significant
variables pertain to the organization factors. Out of these seven
variables, five have to do with the B, C, members and the remaining
two concern the employees, Thereforc, high performance of a busi-
ness depends much on the Z, C, members. It is scen that management
plays a significant role for co-operative socicties,

The educational qualifications of the Z. C, members and of
the employces appear to be significant., It is found that those
societies having Bs C., mombors and employees with high educational
qualifications perform well, 'Then thore are educationally well
qualified B, C, members in a socicty they serve better in decision
making, in supervising and directing business activities and in
planning the expansion of the business., Therofore, the more B, Co
members with high cducational qualification there are,tho bottoer

it is for the business.

Therc also is a correlation between the occupation of the E. C.
members and the performance of a buginess. In the high performance
socicties the majority of the E, C, members are employces of the
government cstablishments, while there arc a fow government cmployces
and morc privatc businessmen in the low performance societies,

The E, C. members who work for tho govornment establishments take
morc interest in the co-operative business and are ablc to spare
more time in 1t than those E, C., members who have private business.

Morcover, most of tho I, C, members who are government cmployees
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have a higher level of education. It has been discussed that the
more K, C. members with high educational qualification there are,
the better it is for the societies.,

Furthermore, it is found that higher performance is obtained
when there are more employees who work on salary basis and less
employces who work on daily wages and contractual basis. It has
been seen that there are morc employces with high educational
qualification in the high performance socicties. In appointing
employees to work on salary basis, morc attention is paid to the
educational qualifications of the candidates. Because employees
who work on salary basis arc morc seccured economically than those
who work on the daily wages basis and contractual basis and they
take more intcrest in their work and are industrious, Thercfore,
having cconomic sccourity is onc of the supporting factorswhich help to
achicve eweqees in o business, Although we do not find significant
variables concerncd with the economic factors, one can considor
the categorics of omployment pertaining to economic security as
an economic factor.

It is found that the E. C. members of the high performance
societios arc capable to spare morc time for their societics than
those E, C, members of the medium performance societics and the
low performance socictics. The morc participation of part time
E. C. members the more helpful it is for the activities of tho
business, Thus, the longer the period of work of the part time

E., C, members, the better will be the performanco obtained in busi-

Nnesse
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Furthermore, it is found that more frequent actions have been
taken upon T, C, members in the high performance societies, As a
result new I, C. members were elected more often., They seem to be
more dynamic in business and thus bring about success to the
organizations. It was proved by the fact that the percentage of
B, C. members with shorter service in high performance societies
are higher in number than those of the medium performance and the
low performance societies, The Z, C, members with less service
take more interest in the business and they are more active, more
industrious and more aggressive than those B, C., members with
longer service, Therefore, it can be seen that those socicties
having more T. C, members with less service give high performance

in business,
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CHAPTER IV

CONCLUSION

In the present study, (626) Consumers Co-operative Socioties
and (633) Village Co-operative Socicties were studied using finan-
oial ratio analysis. Fifteen financial ratios were oomputed for
these societies over a six-year study period, isc., 1975/76 to
1980/81, On the basis of the analysis performed, the empirical
norms werc derived for the Co-operative Societies, Using the
ratio vhich appears to reflect the over-all performances of the
Co—operative sectors, i.o.,; Operating Ratioj thc townships
within the Rangoon Division werc classified in terms of their
performances as indicated by this ratio. FEmpirical analysis
were carried out in three townships, i.c., Kemmendine, Insoin
and Syriam, cvery ten sociceties in each township. TFrom tho
analyses, thc variables which affcct tho performance of the Co-
operative Socicties is identified.

From the analyses, it was found that empirical variables
of the financial ratios differ significantly from the standard
norms established. This is more pronounced in relation to the
liquidity ratio. The rcason for the discreopancies may either
be due to the cstablished norms or the actual performance. It
was found that the Consumers' Co-operative Society appcars to

fare better in contrast to the Village Co-operative Socicty.



152

Therc are apparcnt inhcrent weaknesses in the Villego
Co—-opcrative Socictics, principally in the lack of
cost control,

Over fifty variables werc used to measure the
societics. Of them, the following variables werec
found to be significant in discriminating socictics.
(1) Part time E. C, members' time at work,

(ii) Action taken against E, C, mecmbers,

(iii) Educational qualifications of E, C. members,

(iv) Occupation of T, C. mcmbers,

(v) Length of scrvice of B, C, members,

(vi) Number of employces according to tho catcgories
of ecmployment,

(vii) Rducational qualifications of employces.

Invariably, there is room for inprovement in
this thesis. In the conduct of financial ratio
analysis, the data roquirements arc somewhat formidablc.,
Given the number of sociotics, further detailed
analysis could not be performned due to computational
constraints., In the cmpirical analysis, only tho
Oporating Ratio was used as the criterion and weighted
computations were not performed. Some difficultios

werc also oncountored in the collcction of required

data.
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On the basis of the preéent work; it was felt that
the development of standard ndrmé for financial ratios
evaluating Co-operative Sooileties should be carried out,
At the same time the feasibility of developing a composite
ratio for performance evaluation of Co-operative Societies
should be determined. It is hoped that the present study
will facilitate further work in this direction and that
similar study of the same line be conducted for the

townships and higher levels.
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APPENDIX A

TABLE 3,13, - Test of Signifioance

Sr.

s Value .
v
No., ariable of X2 Deocision
Eoonomic F.icliors
1o | Year of establishment 2.64 b
2. | Change of shop location 3.77 b
3, | Ovnership of main building 379 b
4. | Business branches 0,95 b
5e | Mini market 1.06 b
6. | Growth in the number of members - -
T« | Monetary rewards to the E. C. members 0,28 b
8. | Payment of dividend on shares 0.84 b
9. | Volume of dividend (last item) T.46 b
10, | Benefits other than dividend 5.09 b
11. | Sources of commodities
(a) Agricultural & Farm Produce Trade
Corporation 0.57 b
(b) Township Co-operatives 2.09 b
(o) Other Township Co-operatives 0.87 b
(a) Private wholesalers 3.48 b
12. | Commissioned goods 1.06 b
13. | Distribution of goods
(a) Application method 1426 b
(b) Rationing and allocation system - -
(o) Open sales method 335 b

b - non-signifiocant
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TABLE 3,13 - (oontinued)

Bre . V
No. Variable o;lu§2 Decision
14. Loan from Township Co-operatives 1436 b
15. Bank loan 1 .25 b
16. Current liabilities 6450 b
17. Wastages 11.99 b
18, Storage system 0.80 b
19. Display
(a) Displaying goods to attract the
interest of consumers 4,90 b
(b) Displaying goods in a practiocal
way 4,60 b
(¢) Displaying goods securély 1.60 b
20, Cleanliness 1.79 b
igati Fa
Educational training Factors
(organizational wise)
21, Training and education
(a) Propagation of basic ideologies
of Socialism and Co-operatives 3.30 b
(b) Seminars and courses 2.84 b
(c) Selection of trainees to attend
Co-operative Courses 1.26 b
Exeoutive Compittce membors” -
22, Number of voted and government
appointed &, C, members 24,12 b
23. Re-enactmént of the E, C, members 0.35 b
24. Number of old and new E. C. members 0425 b

b = non=-significant
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TABLE 3,13 - (oontinued)

Sr. ]
No. Variable Z;'lu?(z Docigion
25. | Full-time and part-time E, C, members 516 b
26. | Part-time B, C. members' time at work 13.62 ar*
27 Number of E., C, members who have
training experience 0,50 b
28, | Number of E. C, members who attended ,
E, Ce meetings regularly 6.91 b
29, | Taking aotion against E., C, members 9;23 a*
30, | Age of E, C, members 9,86 b
3. Educational qualification of E, C
members 1723 axe*
32, | Ooccupation of E, C. members 12,50 ax*
33, | Service of E. C. members 21.63 pF**
34. | Party membership” 3,09 b
35, | Level of Party membership” 2,66 b
Emplovees
36, | Number of employees according to the :
categories of employment 12,60 a¥*
37, | Number of old and new employees 1.59 b
38, | Service of employees 647 b
39, | Age of employees 4.40 b
a = significant
b = non-significant
* = gignifiocant at 0,10 level
*% = gignifioant at 0,05 level
¥%% ~ significant at 0,01 level
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TABLE 3,13 =~ (oontimued)

W . 't
o Variable (,;J'u? Decision
40. | Educational qualification of employees 12487 a**
41, | Full-time and part-time employees 1425 b
42, Num'be? of employees who have training
experience 3.40 b
43. | Procedures of departmental action
for employees 1.9 b
44, | Taking action on the employees 237 b
Social Fa S
45. | Majorities of buyers 2,09 b
46, | Contact with society members 1.89 b
47, | Social funotions
(a) Health 0.5 b
(b) Bducation 0.60 b
(¢) Culture 3.81 b
48, | Contact with Township Society - o
49, | Contact with Divisional Society 2,22 b
50, | (a) Relationship between supervisers \
and employees 6435 b
(b) Interrelationship between employees 3.33 b
(¢) Relationship between staffs and ,
0.84 b

consumers

a = significant
b = non-significant
¥*

*% ~ gignificant at 0,05 level
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APPENDIX B

Htee Dan Set Mye Consumers' Co-operative Society, Kemmendine Towmship
Profit and Loss Statement for the Year Ended 31st March, 1983.

lance (1.4.82)
Main shop

Retail shop

CUux e

Main shop

Retail shop

Trading costs

Transportation
Loading/unloading
Purchase costs

Special sales costs

Gross profit

istrativ sts
Salaries
Wages

Monetary rewards to
the E. C., members

Accountantc! salaries
Overtime wages
Special sales wages

Meetings'! costs

1131554,83

Kyats

55690,30
1445.73

762911.,09
217340.28

172617
7291.90
930430
230,00

77989.06

]

15803.60
6236.00

2510,00
1645400
1348.74

628,00

2940,00

Sales
Main shop
Retail shop

St
(31.3.83)

Mgin shop

Retail shop
Shortaces

Main shop

Retail shop

Gross profit

Other incomes
Sale of stationery
Excess from sales
Commission

Refund of living
allowances

Interest

Rofund of overtime
wages

Reconciliation

Kvats

827085.48
243381.55

56144.86
2821.84

370.66
1750444

1131554.83

77989.06

439.20
246490
93.50

375.00
44,50

40,00

055
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Profit and Loss Statement (continued)

3

Kyvats yats
General expenditure
Entertainment 497305
Social security 580,80
Periodicals 131.40
Petty expenses 833.85
Maintenance costs 656.90
Transportation 540,00
Bank charges 33.00
Municipalities' taxes 43,80

Printing of plastic bags 50,00

Labour charges 113.95
Renting charges 733,00
Office expenditure 149.78
Co-operative education
stipend 40,00
Plan achievement award 120,00
Training costs 261,00
Meter charges 284.45
Miscellaneous 10,00
Stationery 4198495
Fire insurance 75T .91
Reserves

Pension fund 1580.36




Profit and Loss Statement
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(continued)

Leave pay

Medioal ocare

Audit fees

Annual meeting fund
Devnreciati

Main building

Retail shop

Furniture

Office cquipment
Shortages

Main shop

Reotail shop

Net profit

Kyats
790,18

316,07
56709
3500,00

167405

54492
100,71
618454

370466
1750444

23789.51

79283.30

e ———
S ——————

|

79283.30

|
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(D5

Hteedan Set Mye Consumers' Co-operative Society, Kemmendine Township

Profit and Loss Appropriation:Acoount for the year 1982-83

Income-tax
So shares %)
Expansion funds (25%)

Soclal & cultural
fund (15%)

General fund (5%)

Staf? ehares (25%)

Honorarium for ©T. C.
members (107)

Honorarium for
staff (1074)

Telfare fund (5%)

Members share (30%)

Dividends on
ghares (25%)

Rebates (5%)

ats

1835.34
5488454
3293.12

109771

2195.42
2195,42

1097.71

5488 .54

1097 .71
23789.51

|

Net profit

Kyats
23789,51

\

23789.51

|
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Hteedan Set Mye Consumers' Co-operative Society, Kemmendine Township

Balance Sheet as at March 31st, 1983

Kyats Kyats

Capital 22560400 Fixed assgets
Net profit 23789,51 Main building 3340,98
Reserves Retail shop 1098.40
Expansion fund 54075.72 Furniture 2014.26
Social & cultural Offioce equipment 6185.44
Investments
Yelfare fund 7224..28
Township share 1500,00
Leave pay 2913,53
Paddy project 1000,00
Medical oare 1165.41
Kerosene project 2000,00
General fund 7224.28
Current assets
Current liabilities
Pension fund 1692,80
Dividends on shares
and rebates 8438.37 Fish retail shops 28798.12
Pension fund (for ) Commission 1157
' 1 -78 to 1982-83)|13276.99
Art=t Sign 40,00
Honorarium for T. C,
members 762.97 Staff loan 1000, 00
Yholesales (Kemmendine Deposit for

Township) 28798,.12 bottles 4241.75
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Balance Sheet (continued)

Provisions

Audit fees

Annual meetings costs

Depreciation - 1986-31
1981-82
1982-83

Reconciliation for

shortages

Stock balance

Main shop

Retail shop
Stationery balance
Bank balance
Reconoiliation for

shortages

Kyats

5614486
2821.84
1004405

71116.53

2121.10

-

+186831.70




