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Crop Collection
A Self Study Guide for Members and Staff of Agricultural Cooperatives

LESSON TWO:  The cost of collection

Objective:  To look at how alternative collection systems affect the 
society’s costs and consider the factors that must be taken into account 
when deciding which system to use.

Your job as a manager is to keep costs as low as possible.  If you succeed, your members 
benefit and their society prospers.

If you have to choose between these two collection systems, which would you prefer?

System A: One central collection point costing T$5,0001 a year to run.

System B: Ten village collection points costing T$1,000 each to run.

It appears obvious that you would be saving the society money if you chose System A, 
costing T$5,000, rather than System B, costing ten times T$1,000, or T$10,000. Is it, in
fact, as simple as all that?

Put yourself in the position of a member faced with a similar choice:

System A: It will cost you T$20 to deliver your crops to the Central Collection Point.

System B: It will cost you only T$5 to deliver your crop to one of the Village Collection 
Points, because it is much nearer to your home.

Clearly, as a member, you would choose System B, since it costs you T$5 rather than T$20. 
It may cost the society more but you are most concerned about how much money you are
going to have to pay out of your own pocket.  

How can you as a manager decide what is really best for the society as a whole?  Your 
objective is to keep total costs as low as possible. This includes costs which are paid by 
the co-operative society and by its members. If there were 400 members in your society 
and you had to make the decision between Systems A and B, how would you do it?

System A: Society's costs T$ 5,000
Members' costs 400 x T$20 8,000
Total T$ 13,000

System B: Society's costs   10 x T$1,000 T$ 10,000
Members' costs 400 x T$5   2,000
Total T$ 12,000

System B costs the least in total, and is therefore the alternative you should choose.  

                                           
1 We use an imaginary currency called "Training dollars" (T$) in this study guide so that it can be used in 

many countries.
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This calculation is quite simple, if you have the right information.

 Do you know how much it costs your society to run its collection points?

 Do you know how much it costs each member, on average, to transport his crop to the 
collection point nearest to his farm?

 Have you ever considered an alternative to your present system?

 Can you draw a sketch map of your society's area, with member numbers and crop 
data, like the sketch below?

If you can answer "Yes" to all four questions, you can easily find out whether your present 
system is best. If not, you should obtain the information, and look very carefully at what 
you are doing.

The location of the collection points also influences the costs. Which of the following 
methods is the best way to select places for collection points?
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1. You mark on a map the volume of crops produced in each area and place the collection 
points so that each will take in an approximately equal amount.

2. You look at the roads and tracks on a map and choose places which are easy for 
vehicles to reach from the central storage point.

3. You note the number of members living in each area on a map and locate the
collection points so that each serves approximately the same number of members.

What might be wrong with each of these solutions?

1. Members are unlikely to produce identical amounts of crops.  If collection points are 
located according to volume, those producing the smallest amounts will have to travel 
furthest. They are probably the least able to afford it.

2. The best roads may not lead to members' farms at all.  The most convenient transport 
route may be very inconvenient for members.

3. Some centres might serve members with very low production.  The cost of collecting 
crops there is likely to be very high because those centres will receive so little, while 
others are likely to be over-burdened.

None of these methods is ideal. As a manager, you will have to seek a compromise or 
balance, which takes all three factors into account:

a. the need to serve all the members, and not just the biggest producers;
b. the need to minimise transport costs from the collection point to the central storage 

point;
c. the need to keep the cost of collection as low as possible.

i. Suggest how you might improve your present collection system by changing the number 
of collection points or the location of some of them. 

ii. Then calculate how your proposal would affect the cost of collection for the co-
operative society and for the members.

  


