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FOREWORD

A person who always has been the champion of the under
dog cannot help taking the side of the one who finds making 
a success of a business more difficult because of the size 
of his organization. At the time of writing this paper 
(spring of 1947) it is difficult to make anyone realize-that 
there are any handicaps in business. It seems that anyone 
with a small amount of capital who can find a location, for a 
store can.start up in business and make a success of it.

During such times it is hard to tell anyone that he 
should use caution or look to the time when business condi
tions are different than at the present time. However, most 
students of business conditions seem to agree that we can 
look forward to a time when some businessmen will have to 
watch their buying and selling operations more closely.

Prior to the Second V/orld '/ar there was a tendency for 
small businesses to decline in number. During this war many 
thousands of small businesses found it more profitable to 
close their doors and seek more lucrative employment in the
war-born boom time industries that mushroomed during this

' ™ ' . . - •

era. This loss is made up by the many small concerns that
are again opening after the close of hostilities. Many of
these new proprietors are inexperienced; and many of them,
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after a erring la the armed forces, find that conditions are 
different than before the war.

All this indicates that those lacking experience and 
seeking knowledge should bo able to find it when needed.
It is the purpose, then, of this paper to prepare a prac
tical plan of stock control for a small retailer.

In doing research for this paper, the author was 
astounded by the lack of Information available for small re
tailers in a form that can be used by them. Under the "free 
enterprise" factor of our capitalistic system, success is 
measured by the financial magnitude of the business organi
zation. Furthermore, it seems that most of the material 
available for research has been written for or about rela
tively largo business concerns. Of course, a groat deal of 
good can be gained by the study of methods of successful 
businesses, but it seems that no one has been interested in 
the problems of small retailors.

In the competitive business system tho survival of the 
fittest is the rule, and the businesses that generally sur
vive in competition are those that employ efficient methods 
of operation. Many small retailers operate on a hit-and- 
miss basis, and when the going gets tough the common com
plaint is that unfair competition is curtailing their 
operations. Tho author believes that the best insurance 
against so-called unfair competition is for small retailers
to clean house so that when the going does get tough they
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will bo in a good position to fight competition. The re
tailers who ignore sound business practice and fail to make 
themselves efficient do not deserve the sympathy of anyone. 

In an attempt to make Information available for small 
retailers, this paper has been prepared in the hope that the 
information contained herein will be of value to businessmen 
who do not have time to do the research work and who are 
farsighted enough to want to streamline their businesses be
fore they are forced to do so by competitive conditions.

Earlier it was stated that there is little material of 
a practical nature for small retailers. Due to this fact, 
it is necessary that this report contain a good deal of 
original work on the subject. Much of the material is the 
result of practical experience spaced over a period of some 
twenty years (minus three and a half years in the Navy), 
during which time the author has been employed by independ
ent retailors, chain stores, department stores, electrical 
and hardware stores. During eight years of employment by a 
wholesale distributor the writer spent much of his time 
working with all types of retailers in an attempt to help 
solve their problems. Six monthsf service as an investi
gator for the Office of Price Administration in the early 
days of that institution contributed invaluable informa
tion because during this time the records of many types of 
businesses were examined; ranging from junk yards to the
most efficient department stores.
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CHAPTER I

T«r STOCK OOMROL?

Every retail store that was ever organized and oper
ated has or has had sone system of stock control. This 
statement will immediately raise tho question that if stock 
control is so universally used, how does it present a prob
lem to retailers? Therefore it is necessary to qualify the 
opening statement to say that, although every retailer has 
some form of stock control, the different degree of control 
or Its efficiency presents the problem.

From the time man first started the retail business 
he had to buy and sell. This brought up the problem of 
stock control. The primary purpose of retail selling is to 
have in stock goods that are demanded by the public in suf
ficient quantities and correct styles to satisfy the larg
est possible portion of the buying public. The successful 
retailer is the one who is able to keep in stock articles 
that are demanded currently.

The necessity for stock control arises from the fact 
that many items, particularly staple items, have to be re
ordered many times in the course of a year1a business.
This is the distinguishing factor that makes this important. 
On merchandise thet is ordered once a year, or merchandise
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that is seasonal and, for vtfiloh only one order is placed, 
stock control is not Important. This type of ordering Is 
purely speculative and if the buyer makes a mistake one 
year, an adjustment is made the next year. Therefore, the 
importance of stock control lies with the maintaining of 
stocks of staple items or items that are reordered fre
quently.

Many writers use different terms when talking about 
stock control. The term ’’merchandise control" is used some
times in preference to stock control, and sometimes the term 
"stockkeeping" la used to denote the same thing. For the 
purpose of this report the term "stock control" will bo 
used to mean the control of the merchandise available in a 
retail store by the intelligent use of simple records which 
account for the coming and going of the merchandise. As 
stated above, this paper will deal mainly with the control 
of staple items that necessitate reordering.

It should be noted that the above definition specifies 
the "control" of the merchandise. This is to distinguish 
between record keeping and the intelligent use of the rec
ords. Some of the antagonism against stock control arises 
from the belief that such controls supplant buyers, but it 
is important to know that when properly applied, stock con
trol does not and is not a substitute for intelligent buy
ers. It is a tool that can be used by them to become more
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auooeasfule Merc record keeping can be done by.stock 
clerks, but the control ia exercised by the buyer or the 
owner when-ho uses the information contained on the records 
to order merchandise intelligently, Thus his store will 
have stock that will attract the greatest number of people. 

Stock control is not a substitute for buying, and 
should not be used to prove that a buyer ia inefficient, 
Furthermore, it should not bo thought that stock control In
fers that an owner does not knew enough about his business, 
because many owners are able to control their stock to a 
degree that records are not necessary, .However, if these 
owners or businessmen would try to employ some definite 
plan, it could probably be shown that they would become more 
efficient, - . : . ■ .

Stock control can bo usod as a red light to give out 
warning or danger signals when the stock of an item becomes 
dangerously low. Hero again tho records used in stock con
trol can give this information and warn the buyer when it 
is time to reorder so that the store will not have the em
barrassment of being "out* of an item*

Ordinarily stock control is divided into two main 
claasiflentions. The firat is dollar control, which deals 
with maintaining or adjusting the dollar value of the stocks 
carried to the probable dollar sales. This typo of control 
Is used mainly by large concerns. It is broken down so that 
the owners or managers can toll at any time the dollar value
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of the atook in any department or in any morohandiae class
ification. Dollar control used in this manner is imprac
ticable for a small retail store because of tho expense and 
bookkeeping Involved. However, dollar control does help 
the small retail store operator to keep M o  stock from be
coming so large as to hinder operations by having too much 
money invested in stock. When used by a small retailer, it 
must be simple and easily understood. The value of dollar 
control for a small store is unquestioned if it meets these 
requirements.

The second main classification of stock control is 
unit control, which accounts for merchandise by the unit or 
piece. In this classification the buyer attempts to keep 
the stock of each item in proper relation to the sales of 
that item, and he also endeavors to keep the stock well 
balanced by having items of several prices on hand. Through 
this type of control, the.efficiency of the store is im
proved by having a small stock of slow-moving merchandise 
and a larger stock of fast-moving merchandise. This makes 
it possible to adjust stocks to the probable rate of sale 
of each item.

Unit stock control la equally Important to a small re
tailer because he ©an use this information to maintain a

♦ .

stock of merchandise that is in demand and one which will 
attract the greatest number of customers by satisfying the 
greatest amount of their wants.
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It la desired to work out a system of stock control for 
small retail businesses that will cive them the information
that is needed to weather all kinds of storms, and to place 
them in a favorable competitive position with larger stores. 
This system will have all the elements of the plans worked 
out by large concerns, and yet will bo economical and prac
tical. This plan must also be easily understood and easily 
applied by the average operator of a retail store•

Before proceeding further, it is well to consider
briefly several "truths'’ about stock control contained in

2
the Merchandise Control Manual. These truths, briefly sum
marized , arc as follows:
1. Stock control compels logical action. The value of

knowledge lies in its application; and no matter what 
figures are available, they are of no value unless 
properly applied.

2. Controlling orders is the main function of stock control,
as stock is merely a sequence of orders.

3. Goods on order must be considered the same as goods in
stock, so that they will not be reordered or provided 
for twice. " - ' ; ' - ’ ■■

1. See dhapter Vi, pp. 78-82. InffaT
2. Merchandise Managers Division of the National Retail Dry 

Goods Association, Merchandise Control Manual• New York. 
National Retail Dry Goods Association',' I951V"'



4* Stock control governs She quantity of each item cur
rently provided as measured by time and by its current 
speed of selling# The quantity provided at each re
plenishment must change with each observable change in 
Its soiling speed,

5. Stock control provides the information for reorder by
providing the needed size, color, price, flavor, scent 
or maintained design of each article needed#

6. By using stock control one can determine the reorder
quantities by knowing the delivery time of orders, the 
speed at which the article is now soiling, and how many 
pieces are on hand and on order.

7. No item sells at a constant speed, so stock control
gives the buyer the latest speed at which the item is 

' selling. ' •
8. An item which is "low" should bo reordered when there

is yet enough in stock to allow for the mechanics of 
ordering and the tino to receive shipment.

9. Stock cdntrol eliminates.as much as possible being "out"
of an item due to ordering difficulties.

10. Stock control aids In planning logical "assortments,"
a provision which is indispensable to good merchandis
ing.

11. Items th<it are not to be reordered cannot be controlled
because on onoe-a-season orders the buyer merely spec
ulates in deciding what quantity to order.



12. Inatead of roforrlng to artisles as "staple," the word
"maintainable* is used to indicate the stock of items 
that are to be reordered. Hov; many times an item will 
be reordered will be determined only by customer de
mand. . .

13. Items cannot be controlled which must be ordered in
large quantities to get special quantity discounts.

14. No matter how slowly an item sells, it is impossible to
maintain it continuously in stock if the supply of it 
is permitted to get lower than two pieces before being 
reordered.

15. Real profits come from continuously supplying wanted
items. "Profits come from reorders, markdowns from 
1first buys.1"

16. In all types of style-changing merchandise there are
some items which must be reordered. It is essential 
that assortment characteristics must be maintained.

17. Stock control is necessary to insure sales by providing
the necessary items when needed. The proper ear® of 
needed items will take car# of the dollars about which 
owners worry.

18. The best system of stock control must include two
things: first, the simplest, easiest, cheapest means
possible of showing the sales speed, quantity on hand 
and on order whenever this information la needed: 
second, the simplest possible means of interpreting
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1
this Information.
It should not be thought that there is any magic suo- 

eessful formula to profitable zncrebandlalng. The elements 
necessary are:
1. One-third common sense and planning
2. One-third hard work and alertness

2
3„ One-third courage and vision*

With this brief explanation of stock control, we can 
now dwell briefly on the development of stock control. As 
stated in the opening sentence, every dealer has some sort 
of stock control whether he.realizes it or not.

The methods used today by chain stores and large de
partment storesare a far cry from the stock control used by 
the proprietors of grocery stores fifty years ago in the so- 
called "cracker-barrel days'1 when the owner spent a good 
deal of his time keeping the old'men of the town from plung
ing their hands into the cracker barrel and would give his 
orders to "drummers" while they stood around the pot
bellied stove. Here the control of the stock was in the 
head of the proprietor who knew every can of tomatoes and 
every sack of feed or piece of lady’s undergarment that 
came into the store. He knew just how many were sold and 
to whom they were sold. 1 2

1. This source lists twenty ^truths, '' but eighteen are eon- 
densed for this report.

2. Ibid., p. 11.
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With the txutn of the oonfcury and the growth of larger 
retail units, it became necessary for more efficient methods 
of operation to replace the outmoded ways of doing business. 
It might safely be said that the large retail establishments 
were the result of these improved methods which allowed men 
to increase the size and volume of business. It is not 
meant to imply that stock control was the cause of this 
large expansion, but certainly it had a large part in the 
development of the large retail outlet by improving the ser
vice given to the customers in having the correct assortment 
of goods demanded. In order to keep the stock from exceed
ing the storage space, a system was needed to keep record 
of the orders outstanding and from which the reorder quan
tities could easily be determined.

Great progress was made in the development of stock 
control after the turn of the century, but most of the Im
provement was made by successful retailers who grew and 
prospered as they became more efficient. Most retail stores 
have started from small beginnings. At their start they 
were of a size that could be supervised efficiently by a 
single person. From this small beginning, most of the large 
stores of this country developed and the need for systematic 
control increased. Stock control became a science, and 
specialists developed and became recognized throughout the 
retail industry. This improvement continued until the out
break of the Second VZorld 'Jar, around 1939-1940, when the
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sudden Increase In business Bade stoeks In the hands of re
tailers dwindle until it became quite common for retail 
stores to eliminate stockrooms. In sono cases stockrooms 
were turned into other uses such as office space or addi
tional selling space. During this time many of the gains 
of the previous period were lost, and stock control became 
less of a problem and in some cases ceased to exist as a 
problem. It was no longer a question of how to keep con
trol of stock, but bow to get stock at all. Instead of 
salesmen, the producer and wholesaler traveled "order takers" 
whoso chief job was to allot the available merchandise In 
the best manner possible. During this period it was very 
common for the buyer to "win® and dine" the salesmen in
stead of the reverse which was true several years before.

The tragedy of tho situation is the long-run effects 
that the condition will have on the business methods prac
ticed at the present time by retailors. Let us stop for a 
minute and examine the situation that exists now (spring of 
1947). The months following August, 1945, which was the 
close of World War II, have seen a great increase in the 
number of retailers who have opened up shop to take advan
tage of the stored-up demand resulting from the curtailed 
production of items during the war. These stores are not 
always financed soundly, and much the same condition exists 
now as existed during the war in the way of difficulty of 
getting merchandise. The small retailers, many of whom have



11

no experience or training in nerchandising, arc trying to 
eke out an existence by celling whatever they can buy and 
in whatever quantities they can buy it*

This condition is all right as long as the retailer 
has a ready market for his goods, but the tine will come 
when the bubble will burst and then only those who are ef
ficient will survive. This period from the beginning of the 
Second World nar might be called the "Retailers* Dream,” 
because there are very few worries about selling merchan
dise. Their customers merely take it away from them. How
ever, it is also appropriate to call this period the "Re
tailers * nightmare" because of the difficulty of getting 
things to sell to this "wild" public.

The point is that much of the progress made in scien
tific retail merchandising M s  boon lost by small retailers. 
Due to the prosperity from the sudden increase of business 
in general, many of the small retailors have become large 
ones and are using their experience to continue to increase 
their size or to maintain their present condition.

Those who were efficient before the war and had in
creased their size, such as the large department stores and 
chain stores, still.have their methods of operating and at 
the present time are exercising sound business methods, or 
at least as sound methods as possible. This all adds up to 
the fact that when merchandise does become plentiful and 
competitive conditions once more reign supreme, those who
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are largo and have looked well to the future are the ones 
in the best position to survive competitive soiling.

This picture doe® not mean that the retailers who have 
started into business during or after the war must fail be
cause they arc new or inexperienced. The point to be made 
is that those who lack experience can well weather the 
storm when it cornea by applying sound business practices to 
their business and by improving their efficiency BEFORE 
conditions become too competitive. In other words, it Is 
possible for them to increase their efficiency and improve 
their methods and sell as cheaply as can larger businesses.

One of the ways that these small businesses can best 
operate efficiently Is to adopt a plan of stock control 
that will enable them to maintain sufficient stocks and 
still keep the stocks at a minimum in the face of reductions 
in prices that are coming. One of the greatest dangers to 
be faced by a small retailer is the danger of having a 
large Inventory or a large number of orders outstanding or 
in the process of shipment when a break in the market comes. 
This will use up his capital faster than any other danger 
he faces. In order to prevent this, it becomes necessary 
for him to watch his stock now and to control the orders he 
places. In order to do this, a plan must be available 
which will enable him to control his stock, and yet it must 
be possible for him to do this at a small expense.
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The future of stock control seem to he assured be
cause a great deal more importance will b® placed on it, 
and the retailer who profits by stock control will be in a 
much better position to reap the benefits of a competitive 
market. There is no reason for any small retailer to be 
eliminated if he will accept the challenge of the large re
tail outlets and increase his efficiency.



CHAPTER II

PROBLEMS OF SimiuL RETAILERS IN STOCK CONTROL

The resistance to stoek control put up by small retail 
merchants Is ordinarily due to misunderstanding or misin
formation about the functioning and advantages of stock con
trol. Most retailers throw up their hands the minute stock 
control is mentioned because they believe this is some "new 
fangled" device of big business to strangle small business
es. On the contrary, as.mentioned before, stock control is 
a tool that can be utilised to offset effectively the ad
vantages of big business. -

Misinformation is one of the leading obstacles in the 
way of stock control for small business organizations. It 
Is true that it would be unwise to put a stock control sys
tem in some businesses, but those that can use it would be 
wise to do so. The first step in selling the idea to the 
small retailer is to show him he can put in such a system 
and can do It for a reasonable expenditure of money— an 
amount that would surprise most owners of small businesses. 
Mot only is the initial cost of importance, but also the 
cost to maintain and keep up the system is of utmost impor
tance to the user. The system should be feasible with the 
existing help. This is entirely possible, as will be
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outlined in detail later.
Perhaps on# of the reasons for the lack of definite 

knowledge of the cost and advantages of a stock control 
system for small businesses is the lack of effort that has 
been extended to help sueh concerns. Most of the stock con
trol systems advertised are complicated and of such magni
tude as to frighten the ordinary retailer. Large printing 
firms advertise that they will furnish complete forms for 
any business, and the fact that large firms advertise in 
such a manner la reason enough to cause concern about the 
cost. Some of the forms advertised are illustrated, and the 
many columns and recapitulations Indicate that a "Phila
delphia lawyer* would bo necessary to interpret the forms 
and use them efficiently* It is far beyond the ability of 
the small individual retailer to use and understand most of 
the forms and systems that are available. •

Another reason for the misinformation Is that some re
tailers have seen or heard about the elaborate systems of 
stock control used by large firms who can afford to have a 
large force and a detailed system to account for their 
stock. Here again, as pointed out in the Foreword, the pre
ponderance of material written on this subject has been 
done by or for large organisations.

Tho lack of knowledge of the information that will be 
of benefit to the small retailer Is another obstacle to the
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adoption of auoh a program. It can be pointed out hero 
that a system which will help the owner determine the fol
lowing facts will benefit him;
1. Receipts of stock
2. Goods on order 
3« Goods on hand

From the above records the retailer can get enough in
formation to help him beyond description, Kany systems can 
be worked out that would bo of greater benefit, but the 
above items cover the bare necessities.

Antagonism has been built up against stock control sys
tems by the popular belief that such systems are designed to 
eliminate or supplant the buyer. This is not the case.
Stock control systems can be used, and should be used, as a 
tool to help the buyers become more efficient. The informa
tion gained from records of stock should be used by the buy
er to make a good name for himself. Seldom in a small re
tail business is one person other than the owner entrusted 
with the sole responsibility of buying. But the information 
gained by the adoption of such a system will be of benefit 
to anyone, no matter who uses it.

The cost of retail stock control plans has discour
aged a great number of prospective users. Rather, the 
amount that retailers thought such a plan would cost is the 
reason they wore discouraged. True, probably most systems 
that are advertised or with which retailers are familiar
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do cost a considerable amount, but this is a needless ex
penditure If the problem Is approached in the correct man
ner. Any retailer will be able to devise a system of his 
own with very little work and practically no expense.
Later in this report an estimate of the cost of tho system 
recommended will be given. This cost is surprisingly low.

The personnel factor is also important because if more 
help is necessary to put the plan in effect and the cost of 
the additional help is too great, the plan will defeat its 
purpose before it is installed. Here again, it Is not nec
essary for additional help to be hired because the plan, in 
order to bo effective, should make those now employed more 
efficient. In some cases it nay be necessary-to have a 
part-time clerk to do small detail work, but this person can 
bo either the stock clerk— the one responsible for the stock 
— or it can be a salesman who, works on stock part time and 
helps wait on customers during rush hours. In any case, the 

, system should not be burdensome either in cost of new help 
or in the extra work it places on present employees.

One of the big problems of installing or instituting a 
stock control plan Is the education of the owners and the 
personnel. Ordinarily the owner or proprietor must be en
thusiastic about the plan before it is adopted or it will 
not be put into use. But many times employees think that a 
new plan will hurt them or is meant to chedk on them, and 
unless they thoroughly understand the use of it and its
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importance to the business, the system nay be used eare~ 
lessly and will not be given a chance to do what it can.

Another big problem of all retailers is how to deter
mine the correct amount of stock to buy in order to take 
care of the customers. This problem is of great concern to 
the large retail businesses, and is perhaps more important 
to them because unless the buying is controlled, the stock 
of these large concerns can very easily become unbalanced. 
Unless the small retailer watches hia stock closely, ho may 
find himself in a precarious position in which he will not 
be able to pay his bills and will have an unbalanced stock. 
This is an embarrassing situation, but is not uncommon when 
proper care is not taken with.the buying and the keeping of 
proper stock. Especially does that apply to the time fol
lowing the reconversion of industry after the Second World . 
War when retailers find that factories are beginning to 
ship their orders more promptly and more nearly in the quan
tities of the original order.

The amount of money available for stock is always im
portant and must be considered by the owner. During the 
time of rising prices, owners like to invest every penny 
available in stock in order to take advantage of the rising 
prices. This is sound practice as long as the retailer is 
assured of a continued rising market. However, not always 
have we had a continued rising market for an extended time. 
The businessman must always consider the possibility of a
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peak being reached and a decline in. prices result. The ro- 
taller who is caught with a large inventory on a declining 
market is in a very unfortunate position, and it is neces
sary to liquidate his stock in order to pay operating ex
penses; oftentimes It is necessary to liquidate the business. 
This is a possibility that will always bear watching. It is 
very difficult for a businessman to be cautious when every
one around him exuberates optimism.

Many large retail concerns, such as large department 
stores, have a detailed method of regulating the amount of 
stock that is bought by each department. It is done by as
signing each department buyer a quota of purchases for a 
given period. During this period, as an order is placed the 
amount of the order is deducted from the quota and the bal
ance available for purehasing daring the period Is termed 
the ’’open-to-buy." Elaborate systems are set up by sales 
planning. This process is too detailed and would not be 
practical for a small retailer, but such business organiza
tions can profit by this method and can set up an estimation 
of the needs of the business from month to month or for any 
other period, and then can use these figures to govern the 
action of the buyers.

Some owners or managers of small retail stores have an 
uncanny ability to determine the amount that should be pur
chased and that can be paid for during any given period*
But, unfortunately, the number of this type of executive is
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limited, end these men are usually the ones who graduate mat 
of the mail business ©lass and become the owners jor man
agers of the larger businesses*

The amount of capital, then, is of primary importance 
and ©are should be exercised not to invest too heavily in 
stock.

Another limiting factor for the small retailer is the 
amount of display and warehousing facilities available for 
the storage of reserve stock. Some retail outlets consider 
that all stock should be on display, and that any stock not 
so displayed is not being used to the best advantage. This 
is true if the nature of the business will allow this plan 
to be followed, A small grocery store is an example of 
this because these stores do not have sufficient space for 
maintaining large back-up stocks.

Also, the injudicious use of available space limits the 
stock that can be maintained. A case of a small hardware 
retail store may be cited that had over twenty percent of 
its available warehouse space taken up with some bulky ce
ment barbecue sets that represented an investment of not 
more than $120, and the total sales volume of the barbecue 
sets was only #200. This company was in dire need of addi
tional warehouse space, but a large portion of it was taken 
up by this stock and as a result other space had to be 
rented. When the situation was solved, the space occupied 
by the barbecue sets was used to warehouse merchandise that
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represented potential sales volume of several thousand dol
lars. This type of management would not be remedied by any 
kind of system except by more careful planning and judgment.

It might be well to point out her® that it Is not 
claimed stock control is a substitute for good management; 
it is merely a way in which owners and Myers can become 
better qualified to perform their jobs. In the ease of 
warehouse space, stock control can make it possible to 
utilize better the available space and to plan the amount of 
storage space needed.

There are other problems relating to stock control 
which are not exactly connected with this function of the 
retailer, but these other problems arc related to stock con
trol and should be considered because a good system of con
trolling the stock enables the proprietor or owner either 
to eliminate the problem or to minimize it. One of these 
problems is the safety factor in ordering, which means that 
the buyer must determine when stocks are at such a level
that he must order replacement merchandise which will ar-

1rive before the stock is entirely exhausted. If it takes 
two weeks for replacement orders to arrive from the factory, 
then the buyer should reorder when there is still two weeks1 
stock left in the store. However, if shipments or deliver
ies can be obtained in a few days or a few hours, the

1. Wingate. John v/., Retail merchandise Control. Hew York.
Prentice-Hall, Inc., 1933, PP« 435-43"^
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minimum stook might represent the supply for only a day or 
two* The safety factor is one that can bo easily determined 
from.a good stock control system, and the information con
tained thereon can be of great benefit in solving this prob
lem* ■ - - • ■ • •

Planning sales is also a problem that can be aided 
greatly by stook control* A small retailor cannot afford to 
spend too much tine and energy planning his sales in ad
vance, but a live-wire■retailer will have a definite plan 
that will advance his selling program throughout the year* 
Practically every retailer has the problem of securing 
enough stock for some extra special selling season, and each 
retailer will find that his sales are not the somm during 
every month of the year. It becomes necessary for retail 
store operators to adjust their programs to moot the demands 
of these special selling events* Christmas in a time that 
affects most retail businesses, and especially those han
dling goods that can be used as gifts.

The food-selling business la fairly steady the year
around, but a grocer finds that it is necessary to have a
different assortment of good® on hand during the days pre- *
ceding Thanksgiving than ia necessary during the summer*

1Also, in the summer grocery sales tend to fall off. And I.

I. See Table I* p« 24. Infra. '
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again, there is a marked decline in this business after the 
Christmas season in January when people probably are recup
erating from the overeating customary during the Yule 
season.

Those retailers who definitely plan sales find it ad
vantageous to adjust their selling plans for the number of

1 'days in the month. The soiling days In a month will vary. 
February -may have twenty-four, while March may have as many 
as twenty-seven. Holidays that are observed in different 
localities also will lower the number of selling days in a 
month* There might be other factors that will affect the 
selling program, such as the date on which Thanksgiving Day 
is celebrated. Usually the Christmas soiling season opens 
with Thanksgiving, and recently the President has seen fit 
to change the day on which Thanksgiving Day in observed in 
order to lengthen the selling season, A good stock control 
system will enable the merchant to take full advantage of 
seasonal selling.

On the following page will be found an interesting 
table prepared by the Bureau of Foreign and Domestic Com
merce in which January is used as normal and the sales of 
other months are compared with January sales for various 
retail businesses. Such tables as these are available from

1. ibid.



: ... TABLE I
MONTHLY VARIATIONS OF RETAIL SALES BY KINDS OF BUSINESS1

Kind of
business Jan.* Feb, Kar, April May Juno July Aug. Sept. Oot. Nor, Poo,
Grocery ■ 
Comb, moat &

100.0 110.3
■groceries 100.0 98.0

Meat markets 100.0 99.9Dept, stores 100.0 89.4
General mdse. 100.0 99.0
Variety 100.0 105.2
Furniture 100.0 103.8
Hardware
Hdw. & im

100.0 99.8
plements 100.0 153.8

Lbr, & bldg. 100.0 89.8
Drug 100.0 93.8
J cwelry 100.0 75.7
t̂i anuary * idO

113.6 108.8 106.3 144.6 103.9
102.6 99.5 105.3 110.3 94.799.4 103.8 100.6 100.1 91.8
96.3 102.5 98.5 98.5 51.9

113.2 121.7 119.4 162.9 90.7
119.2 132.0 120.3 182.4 116.1
121.2 131.5 148.4 139.7 93.8
131.7 149.3 154.8 166.4 135.4
309.1 333.7 296.5 378.6 269.4102.9 125.8 148.9 187.4 122.8
99.4 98.4 101.7 102.7 101.0
78.5 81.5 94.5 108.6 74.0

99.3 108.1 103.7 105.1 118.7
103.9 100.7 99.9 105.8 107.8
97.8 92.9 96.7 107.8 108.3
78.9 96.1 104.8 110.1 164.2104.0 106,5 130.1 166.7 222.8
89.2 111.9 133.6 133.9 200.6

109.7 H1.3 125.7 115.7 136.0
132.7 135.1 149.8 146.0 156.9
235.7 241.5 287,2 182.8 165.8
143.1 183.8 204.5 196.3 203.4 
104.4 101.1 98.5 99.0 110.3
77.4 73.8 81.8 91.6 242.0

1. Nyntrom, Paul li.. Retail Store Operation. Hew York. The Ronald freas do., 1937. 
p. 44* Table pr spared 1>y H • £ I V/arbursi, Retail Trade Section, Marketing Research, 
Bureau of Foreign and Domestic Coauaeroe from sales tax collections by Illinois Tax 
Commission.
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various sources, and the-statistical departments of many 
state tax commissions make such Information available.
From this table the various retail merchants can determine 
pretty accurately the amount of business they can expect, 
if they are getting their share of business.

Many large retail organisations make use of the index 
numbers that are published in order to plan their sales. 
Index numbers are indicators of business conditions and 
there are many published. Some of them can be used by a re
tailer but almost all of them take some special knowledge In 
order to use the index numbers properly. However# if a 
businessman finds that he likes a certain Index number, he 
probably can follow, it over a long period of time and might 
be able to get something out of it from the standpoint of 
business condition*.

There are many index numbers available; two of the best
known are published weekly by Business V’cek magazine and the
Dow-Jonea Averages which can bo found in most reliable
dally newspapers. The latter index numbers are published

2
each day that the Hew York Stock Exchange is open# The 
composition of each index number is different, and the per
son using it should bo familiar with how the number is 1 2

1. The State of Arizona does not publish this type of"infer- 
ration*

2. There are a great number of index numbers available and 
no attempt 1# made to evaluate them. Other popular In
dex numbers are published by the Federal Reserve Sank 
system. Harvard Economic Service, Department of Commerce,
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figured in order to be sure that a study of it will benefit 
him. ■

Sales planning involves many problems, and ordinarily 
it Involves too much expense and time to be delved into 
very deeply by the small retail stores. However, in order 
to show the size of the problem, it might be well to list a 
few of the major problems that face the person who en
deavors to use this method. Following is a list of the ma
jor problems that confront sales planners?
1. Record of past experience
2. Number of soiling days in the period being planned
3. General and local business conditions
4. Price changes which have taken place or might take place
5. Fashion changes
6. Change in the policy of the store as a whole
7* Change in sales promotion plan '
8. Change in space occupied by the department or store 

1
9• Competition

The above list need not scare anyone interested in ' 
sales planning because a lot of good can be accomplished by 
using even some of the above information. The point is that 
by the use of stock control an owner or manager is able to

imstX. Rogadone, Idv/ina B. and Hockley, Donald K., Mere 
ing Techniques. New York, McGraw-Hill Co., 1942,
FP. •147-149.2 (from p. 25, oont.) Hew York Times, Bureau of Business 
Research of New York University, and many others.

s-
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get the records of past experience and Is able to order in
telligently to carry out the plan derived.

The last stock problem of small retailers to be dis
cussed Is the inventory problem. Ordinarily a small retail
er will take only an annual Inventory and will depend on 
his knowledge of the atook and of business conditions to 
govern his buying. It is very important that every well- 
managed business have an accurate inventory. It is possible 
for all small retail stores to have such an inventory if 
they have any bookkeeping records at all. It is important 
that the inventory be accurate, because an over-valuation
of the closing inventory when figuring profits over-states

1
profits and an under-valuation under-states profits.

A good stock control system, first of all, will enable 
the retailer to make the most efficient use of the invested 
capital he uses for inventory.

Furthermore, an accurate stock control system can give 
the retailer information to help him maintain a level, ef
ficient stock composed of fast-selling, popular items.
This will enable him to keep to a minimum the slow-moving 
Items and still will reveal obsolete merchandise which can 
be moved before it booomos a burden on the store.

X. Wingate, John W. and Brisco, Norris' A., Elements of 
Retail Merchandising. New York. Prentloe-iiall. inoT. 
1934, pTTT.



CHAPTER H I

IMPORTANCE OF STOCK CONTROL

Stock is the life blood of retail business and should 
be so considered. The successful business is one whose flow 
of stock from receiving room to customer is as smooth and un
interrupted as the flow of blood in the veins of an Individ- . 
tml. Slow and sluggish stock tends to poison or hinder a 
business, and too much of any item obstructs the free flow 
and lessens the efficiency of the operation.

No store can succeed long which does not eater to the 
demands of its customers by furnishing them with the items 
they desire. If the retailer’s stock becomes old or filled 
with slow-moving and obsolete merchandise, the sales will 
suffer because customers will go elsewhere to make their 
purchases.

Similarly, customers will flock to the store that main
tains a fresh and up-to-date stock and where they can read
ily find what they want. Efficient stock records and con
trol, then* become an important and vital tool in building 
sales and a reputation for the store.

Stock records also are an aid to the buyer in giving 
him information as to the popular and fast-moving items, and 
they tell him when items reach the various phases of the
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fashion eyolo, helping him to plan future purohaoes and 
sales. They enable him to keep his stock fresh and to spot 
slow-moving and obsolete merchandise. These records enable 
the management to make the most efficient use of Invested 
capital.

As previously stated, small retailers can.Ibarn much by 
watching and copying the methods employed by large, success
ful retail enterprises. This does not mean that small re
tailers have to adopt the same system as the large retailers 
but it in suggested that many of the elements"of the large 
concerns be adopted. Also, if the large concerns consider 
a method important and have adopted it and this plan has 
aided in their growth, it Is highly possible that small re
tailers can improve .their position by a similar adoption,

A good merchandise control plan is listed as one of the 
ten requisites for a successful now retail business by
Butler Brothers in the advice and counsel given to 0,1*3 who

1
intend to enter business. Merchandise control is thought
to be important also by the Ford Motor Company, as it is the
subject of a section of olasswork and discussion In the2
Ford "College." So important is this problem of stock con
trol that large companies such as Sears, Roebuck, Inc,,

1 .  Beeson, kiohard, "Butler Brothers Offer Guidance to 0.1*8 
on Retail Store Operation,” Sales Management. Vol. 55,
No. 3, PP. 35-37.

2. Baird, D.G., "Ford •College* Trains Dealers in ABC*s of 
Profit Making,” Sales Management. Vol, 57, No. 2, pp. 56-



Firestone Stores, and other large, successful chain merchan
disers have printed their own forms and have highly-trained 
personnel to handle this phase of the business.

Large businesses have to watch the stock control system 
because they.operate on a relatively small margin, and stock 
represents such a large investment that any mishandling is 
liable to result in a loss.

The average of the figures given in Table II Is about 
one-third of total assets, and outside of accounts receiv
able is the only major asset subject to radical fluctuations. 
Therefore it becomes the most important single item in effi
cient retail management, and the one with the most explosive 
possibilities. With the large percentage of assets Invested 
in stock, stores operating on a small margin must watch 
their stocks with utmost care. While the figures in Table II 
represent the stocks of small stores, the stock of large re
tail operators will not vary materially from those figures. 
The large concerns have found it possible to operate on a 
small margin. Table III shows how close they operate and 
gives some indication of the importance of stock control to 
them.

The employment of sound stock control methods would re
sult in better retailing all around, as healthier business 
conditions would exist if all businesses employed the most 
efficient methods. More efficient management would result.
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TABLE II
PERCENTAGE OF INVENTORY TO TOTAL ASSETS 

OF RETAIL ESTABLISHMENTS!

Kind of business Percentage

Men’s clothing, dry goods 60.0
Grocery and meats 20.0
Drug stores 36.5
Variety stores 33.0
Automobiles, farm equipment 22.0
Plumbing, furniture, hardware and paint 37.0
Fuel, feed, lumber 36.0
Filling station 27.0
Miscellaneous 24.0

ir dasaldy, ftalph, Ur. and Ostlund, Larry d., The Retail 
Distribution Structure of the Small Pity, MInneapoiia, 
Th© University of Minnesota Fross, 193$, p. 63.



TABLE III
SALES AMD M3ST PROFITS OF LARGEST CHAIM STORES, 1944 AND 19451

Sales in thousands Hot profit
_____of dollars percent

Organization 1944 “ 1945 ... 1944' I94F
Great Atlantic & Pacific Tea Co. 1,401,643 r 0.9
Safeway Stores, Inc. 664,772 656,572 0.8 0.8
Sears, Roebuck, Inc. 1,045,259 968,700 3.4 3.5Montgomery Ward & Co. 654,779 620,979 3.5 3*4
Wit®d Drug, Inc. 158,183 147,793 1.2 1.5Walgreen Co. 119,175 120,341 2.6 2.7Lerner Stores, Ino. 91,940 87,281 3.0 2.4S.S. Kresgo Co. 223,254 216,454 4.7 4.2
F.v;, Woolworth &  Co. 477,130 459,847 4.9 5.0
jT.C. Penney & Co. 549,149 535,363 3.2 3.2Oimble Bros,, Inc. 230,095 194,552 2.5 2.1'R.H. Maoy & Go,, Ino. 219,316 184,830 2.3 2.5

l. Lol?a«e. /Lima. "Retail Trade in 194^" «/ournal of Retailing, VoT. >Eal/ No. 2t
pp. 56-59.
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and. conditions in general would be much better if some of 
the waste were eliminated from business.

Some authorities contend that as much as fifty percent 
of the responsibility for waste can be placed at the door 
of management. It is reasonable to believe that with the
more intelligent use of existing business tools, the general 
efficiency of business would improve.

Owners and managers of small retail stores can take ad
vantage of the availability of supply by the careful use of 
stock control methods. By carefully considering the time 
necessary for delivery, the owner can best use the capital 
available to keep the best selected stock for his customers. 
By having accurate information as to the rate of sale of the 
items under stock control, the buyer is able to keep an even 
flow of them. He can order frequently smaller quantities of 
items available locally or near by, and can buy larger quan
tities of goods from sources of supply located at a dis
tance from his store.

The ability to judge accurately the turnover of stock 
is another important feature of an accurate stock control
system. The word turnover has been used so much in retail
discussions during the last few years that it seems almost

2
unnecessary to define it. However, a distinction should 1 2

1. FHeae, Edward A., The ’./ay Out. New tork. boubledav.
Page & Co., 1925, pTTlTT"

2. Barker, Clare W. and Anderson, Ira D.. Principles of 
Retailing. New York, McGraw-Hill Book Co.,1%1, p7~259.
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be m d e  between ”stock turnover* and "capital turnover" in 
order that no confusion may arise. Stock turnover may be
defined as the sales during a period divided by the average

1 ' ‘ 
stock investment, or as the number of times that the aver
age stock is sold and replaced during a certain period of 2
time. Both figures must be cost or retail price.

As contrasted with the rate of stock turnover, which 
measures the number of times the average stock has been 
turned into sales, the rate of capital turnover ordinarily 
measures the number of times during a period that the cost 
of investment in merchandise is returned in sales. When 
used in this sense, the rate of capital turnover is deter
mined by dividing not sales at retail by the average stock 

3 .at cost. Capital turnover also is used in some instances 
to refer to the relationship between net sales and average 
working capital, and in still other oases to express net 
sales divided by average net worth.

It is very easy for one not familiar with these terms 
to become confused so, in order to eliminate such a possi
bility, when referred to hereafter turnover will refer to 
stock turnover and will mean the number of times the aver
age stock is moved during a given period— usually a year,

1, V̂ lngace, and Mrlsoo. li.A., op, oit., p. 163.
2, Barker, C.V/. and Anderson, I.D., op. cit.. p. 259,
3, Ibid., pp. 259, 260. ---



Every merchant is interested in the volume of annual 
sales he can realise on the mMmnt ©f money he has invested 
In merchandise in his'business. If ho can increase M s  
volume of sales, and consequently his profits, without put
ting in a larger stock, it is perfectly clear that his cap
ital is being employed more efficiently and that his in-

1
vestment will be more remunerative. If the retailer can 
realize the same volume of sales by using smaller inventor
ies or a smaller amount of stock, he Is again much better 
off because the money that has been released from the slow- 
moving Items can b® reinvested somewhere else to earn Inter
est, ' - • . ; . -.■■■. ■■ .. ■■

Usually stock turnover figures are determined from the 
annual Inventory at the end of the year. This will not give 
a true picture because the merchant generally lets his In
ventory at tho end of the year run down to reduce the work 
of taking inventory. If the annual Inventory is used, the 
rate of turnover v/ill appear to be much higher than it actu
ally is. Therefore, it is important to use an average in
ventory to figure the turnover. If no other figures are 
available, the beginning and ending Inventory can bo aver
aged; but even this is not satisfactory# The best way to 
figure the stock turnover is to use a monthly Inventory 
figure which can be calculated without any great amount of

1, Wingate, J ,W. and Brisco, H./i., op. olt.. p. 163.
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bookkeeping. To do this the dollar value of Inventory Is 
determined from the sales records by adding the monthly pur
chases to the beginning Inventory and subtracting the.sales 

1
of the month. This figure v/ill give a better picture of 
the average Inventory and will give a more representative 
turnover figure.

There are three methods by which the turnover can be
increased. The first is to increase the sales with no in-2
crease in the stock of merchandise carried. The second 
method is to reduce the stock without effecting the sales.
A third method is to combine the above two methods by In
creasing sales and decreasing stocks. The third method is 
the one most commonly sought.

Rapid stock turnover is necessary because during peri
ods of declining prices large inventories result in drastic 
mrkdovms and often result in a more disastrous event— the 
closing down of a business. During falling prices the mer
chant with a small, clean, fast-moving stock suffers less 
and is in a preferred position. Rapid turnover reduces 
certain items of expense by reducing the interest paid on 
money invested and by making the insurance payments on in
ventory policies Ions. Rent and warehousing charges, too, 
are lower if the stock is small and fast moving. Perhaps

1. ' This method of keeping a monthly inventory will be dis-
oussed at greater length in Chapter VII.

2. The material for the balance of the discussion in this 
chapter on stock turnover has been taken from Wingate, 
J.W. and Brisco, N.A., o&. cifc., pp. 171-179.
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the greatest benefit of rapid turnover to the small retailor 
Is the Increased sales that are possible. This will result 
from a fresh, better-balanced stock of adequately-selected 
assortments. The more frequent arrival of goods, which re
sults from a fast turnover, attracts customers and in
creases their interest and enthusiasm and also keeps the 
salespeople on their toes.

If there were only advantages and no disadvantages to 
having a rapid turnover of stock, it would appear that the 
merchant should concern himself solely with turnover. But, 
like other good things in business, there are several disad
vantages In a too rapid stock turnover. One of these disad
vantages is the fact that if too much attention is paid to 
turnover the retailer may sacrifice complete lines of pop
ular assortments. Also, the possibility of being "out" of 
an item is greater when too much stress is placed on fast 
turnover because of the danger of inadequate stock. With 
the increased number of orders resulting from an attempt to 
increase turnover, the transportation and handling charges - 
usually increase. It is also possible that quantity dis
counts may be sacrificed.

There is a point at which a proper rate of turnover 
can be advantageous to a small retailer, and by the use of 
a good stock control system he is more able to judge the 
turnover that best suits his needs.



With the increased efficiency and the reduction in ex
penses which result from a rapid turnover, it is possible to 
increase the margin of profit by the adoption of a stock 
control system. However, the tine to adopt such a method 
is before the profits dwindle or disappear altogether. Im
provements in business should be initiated before the ref
eree in bankruptcy appoints a trustee.



CHAPTER IV

STOCK CONTROL METHODS AVAILABLE

A great deal of good oan be. gained If the retail store 
operator hart a definite plan in mind when he stocks his 
store. The owner, first of all, m a t  determine to what 
elass of people he will eater and what price lines ho will 
handle. Furthermore, he must determine what type of goods 
he will carry. A hardware retailer must decide what other 
types of goods he will handle besides the general hardware 
line. He oan handle a complete line of electrical and 
household goods, or he can handle furniture in addition to 
his hardware items. The local conditions will control the 
decision of the owner, as he will want to handle goods for 
which there is a market. Competition also will limit the 
type of goods handled by dealers. In some small towns of 
the West retail store operators, particularly hardware and 
furniture dealers, have found undertaking a profitable side 
line, especially if there is no other undertaker in the city 
or in the same county. .

There is a definite movement In the retail trade for 
owners to adopt a "model stock.” This Is particularly true 
in what are referred to ns "normal’times," when retailers 
oan buy almost everything they want. A model stock is a
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carefully-planned stock containing everything that is needed
In a particular line— not only staples, hut also novelties,
prestige merchandise, and special items which the managers

1or owners believe should be there. In other words, a model 
stock is a planned system of determining what stock should 
be included In order to have a complete assortment for cus
tomers. It must include all kinds of brands, all sixes, 
styles, and colors of goods needed in all price lines. This 
is not difficult to attain as every dealer is trying to do 
.this. Some dealers are raoro successful in maintaining this 
model stock than others.

The most noted authority on the model stock plan is
Mr. Edward A. Fllene, owner and operator of Filene1a, a
large department store in Boston, Massachusetts. Mr. Filene
is not only an author and writer, but he puts into practice
what ho preaches. According to Mr. Filene, "The Model Stock
Plan can be, and must be used, if the greatest total profits

2
are to be secured in any type of retail unit." The size of 
the store makes no difference in the usability of the plan* 
Mr. Filene*s plan is an elaborate one and has been very suc
cessful in his department store. It will be well to list 
here the items which constitute a model stock or a full line: 1 2

1, iiystrom, Paul M., Retail Store Operation, Hew York. The 
Ronald Press Go., 1937, p. 6#.

2. Filene, Edward A., The Model Stock Plan. New York. McGraw-Hill Book Co., 19307~p.~v~ ---- ----



U

1 . Staples .
2* Stylo mdrohanaiso
3» Hoveltles - ' / . ' ' - - -
4* Outaiaes, (This Inoludes special sizes of merchandise 

having the size element; e.g., shoes.}
5« A "B. B." (Mr. Fileno uses ”B. B." to denote a "best

buy.") This item is usually a "leader" and may be sold 
at low profit.

16. An "L!. P.n (meaning "more-profit” item)
There aro several advantages of a model stoek. One is 

that the merchandise carried by the store is more complete 
end fewer lost sales result* It is easier to build up pres
tige by making it easier for the customer to buy, as well 
as for the owner to buy from his supplier* The store has 
more nearly what the customers want, end the customers know 
they can find their needs supplied at that store.

Inventories are kept lower, there is a smaller invest
ment in stock and a more rapid turnover results. Also,
there are fewer markdowns and lens loss from spoilage or ob-2 .
solete merchandise.

A model stock can be worked up very easily for a small 
retail store. It is especially recommended for stores that 
handle style merchandise or goods that are subject to change

1. Ibid., p..38».. ■ - " ".•' ...1 ... ' ■
2. Hyatrom, Paul H., 0£. cit., p. 209*
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In the taste of the buying publle. The model stock Is par
ticularly useful to small retail ready-to-wear shops and 
specialized apparel shops# The formation of this stock 
necessitates more detailed knowledge of the stock and of the 
desires of the buying public than other lines in order to 
keep a well-rounded stock and at the sane tine keep the in
vestment down within the limits of the owner.

Such a plan can be easily devised by anyone with the 
experience necessary to operate a store successfully, and a 
suggested plan is given in part in the following tables.

The recapitulation in Table IV shows the merchandise 
classification or departmentalisation of the shop. A break
down of only five of the departments is shown in detail In 
Table V so as not to consume too much space. Note should be 
taken that in these instances the. model stock requirements 
include price lines, materials, distribution of sizes, and 
total quantities, ns well as total investments for each 
price line. Later this model stock plan will be applied to 
some of the stock control records that are recommended.

Closely allied to the model stock, but slightly differ
ent, is the "basic stock." The term basic is applied to a 
retail stock that includes all items customers expect to 
find in a retail store of a definite type, such as grocery, 
hardware, drug, and so forth. The term basic stock usually 
is applied to staple goods of year-round demand rather than



43

* . TABLE IV.
‘ 1 MODEL STOCK LIST— GIRLS * APPAREL SHOP

RICAI’ITUIATION

Classification Quantities
..

Investment
Winter coats * 4>8 <; 8,116.10
Raincoat® 144 856.80 ‘
Dresses 610 3,400.00
Sweaters 260 826.00
Skirts 210 599.50
Middle blouses 784 1,274.00
Smocks 88 148.00
Dancing rompers 72 140.40
Leather jackets 72 918.00
Gym bloomers 272 723.60
Robes 252 820.00 '
Lumber Jackets 120 414.00
Ties (dozen) 12 198.00: f ..

Total $18,434.40

1 . Ibid., p. 67.



MODEL STOCK LIST— GIRLS’ APPAREL SHOP 
BREAKDOWN OF FIVE DEPARTMENTS

TABLE V

Sizes Invest
Price Materials 6 ^ io 12 14 IS 11 20 .22 Quan. ment

Winter Coats
$10.95 Chinchilla 14 18 22 18 14 86 $ 941.70
16.95 Chinchilla 14 18 22 18 14 : ' 86 1,457.70
24.95 Fur trimmed 4 6 10 6 4 30 748.50
14.95 Dress & sports 10 12 16 12 10 60 897.00
16.95 Dress & sports 10 12 16 12 10 60 1,017.00
19.95 Dress' & sports 8 10 12 10 8 . 48 957.60
24.95 Dress & sports 4 6 8 6 4 28 698.60
29.99 Dress & sports 4 4 4 4 4 20 599.00
39.95 Dress & sports

Total 4 4 4 4 4
s #

Middle Blouses
# 1.50 52 60 64 72 72 72 64 60 72 588 5 862.00

2.00 16 20 24 24 28 24 24 20 16
«

„ 3,92.00
Total #1,274.06

Smocks
e i.so 8 12 16 12 8 56 # 84.00

2.00Total
4 6 8 6 8

4 # r - A i 8 8



Price Materials

$1.953.00
Total

$2.003.005.007.00
Total

TABLE V (ooat.)
'Slaea

Z 8 id 15 15 16 18 55 55

1

Gym Bloomers
6 8 10 12 16 12 10 8 616 20 24 26 12 26 24 20 16

Robes
16 20 24 28 20 168 10 12 16 10 8
4 6 6 8 6 45 4 6 8 4 4

o„xian- Invest- 
tlty ment

68 0171.#
124 $248. 64 192.

***i. Ibid., p. 67.

oS
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So goods of seasonal nature or novelties. Hodel stock in
cludes everything necessary to a complete assortment, while 
basic stock emphasizes the items that are staple and that 
are usually found in such a store, with less emphasis on 
luxury items and novelties. The make-up of the basic stock 
must depend upon the experience of the store in contacting 
the customers, and must depend on what the customers demand. 
This does not mean that a store should carry only a basic 
stock. Every store, in addition to its basic stock, should 
have many seasonable items and novelties which round out its 
stock. This differentiation between basic stock and the 
total stock is made in order to treat, later on, the stock
ing of basic items in a different manner than seasonable and 
other items.

Each writer on the subject of retail methods classi
fies methods of stock control in a different manner. Each 
writer has his name for methods of arriving at the same re
sult and, while the names are different, most writers do 
agree that basic methods of stock control fall into two main 
classifications. These are dollar stock control and unit 
stock control. The first method deals only with the value 
of merchandise handled in terms of dollar value. Dollar 
control is exercised in terms of the amount of money at

46
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1# IblcU, p. 64.
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retail prices invested in merchandise. While this method 
generally la used by large retail stores, smaller ones find, 
that it is too expensive to keep records in terms of retail 
prices of merchandise on hand and sold. Consequently, sys
tems have grown up which utilize both retail and cost 
prices. This latter method will he considered in detail 
later on in this paper.

Dollar control is used in varying amounts in different 
companies. Some have gone so far as to record sales made 
%y prices in order to determine which prices are the most 
popular. This is true with the variety stores that are 
price conscious and whose reputation is built on the basis 
of price. Large department stores have found that a know
ledge of the prices of the different popular goods is in
strumental in determining the limits of the price lines that 
It is necessary to handle. Stores often find that it is 
necessary to have a low-priced item in a line. Merely be
cause many people are accustomed to buy a man's tie for one 
dollar and will not pay more, this item is kept in stock for 
that class of trade. Also, such an item may be kept in stock 
not for the volume of trade derived from its sale, but in or
der to make higher-priced merchandise look more attractive.

Any paper discussing stock control methods and

1. Duncan, Seibert «J. and. Phillips, Charles' ir.. IteiaHTni*."” 
Principles and Method*. Chicago, Richard D. Irwin, Inc., 
m l ,  p. 39ET
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pointing out the methods available would be incomplete if it 
did not consider the retail method of inventory. This is 
discussed at this point, not as a method of inventory, but 
as a method of dollar control of stock. While inventory as 
such is important to a business, particularly for compiling 
financial returns, inventories are considered here from the 
standpoint of maintaining adequate stocks. Ono of the big
gest problems confronting retailors is the economical use of 
their available capital. By being constantly familiar with 
the dollar value of the merchandise in stock, the proprietor 
at all times can know how much of his capital is available 
for purchasing needed stock.

There are two methods of maintaining records of the 
value of stock on hand. The best known and conventional 
method is to take a physical Inventory and value the mer
chandise at its original cost or cost to replace, which ever 
is lower. This method involves the costly process of count
ing and pricing each item in stock periodically. This meth
od becomes more expensive unless adequate and current coat 
information is kept. Stores that use this method usually 
take inventory once a year, or at the most twice a year, 
with the result that the owners and managers are sure of 
how much is Invested in inventory only at the times when 
physical counts are made.

With the Increased burden placed on the retailer by the 
income tax laws which were passed subsequent to the adoption
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of the Sixteenth Amendment to the Oonatitution, a method of 
accounting was sought which would satisfy the United States 
Treasury Department and at the same time suit the needs of 
the large retailer in maintaining adequate records that 
could he interpreted easily* In 1920 the Treasury Depart
ment formally approved the use of the retail method in the

1
preparation of tax returns* This was not the sole reason 
for the popularity of this method, hut it was one of the 
largest reasons for its growth*

The retail method is different from the cost method in 
that all records of merchandise are kept at retail prices, 
Iv-any people state that since business is done at retail 
prices, the accounting practices which use only retail price 
information better reflect the business transacted. This 
means that invoices for incoming merchandise must be priced 
at retail prices and so carried on the books. A concern 
using this method must do so from the start of its exis
tence or entirely change the system of bookkeeping when this 
method is adopted, For this reason many companies find the 
adoption of this system costly. It Is evident that this 
method beat serves the larger business, but it is worth 
while to look into the advantages of this system.

The chief advantages of this system are summarized as

1. Ibid., pp. S38-839. '  ̂ ---
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follows:
1. It is a simpler method and takes less tine.
2. Valuations at selling prices are more representative of

real values of stocks, due to changing prices on ac
count of market conditions.and stocks.

3. The retail Inventory method m y  be applied to stores of
any else. " ' -■ ■ :

4. Total valuation of merchandise supplies a proper basis
of valuation for adjustment of insurance in cases of 
fire losses.

5. It is possible to compute cost of merchandise on hand as
well as of goods sold at any time by reducing the re
tail values by use of proper cost percentages deter
mined from the accounting records.

6. The Treasury Department has approved the use of this
method for determination of profit and loss statements 
for federal income tax purposes.

7. It constitutes a basic foundation for dollar merchandise
control; can easily determine daily inventory and 
profit status*

8. It forces buyer and merchandising hen to think of retail
pricing and retail prices, since all operating ratios 
are then computed on the basis of selling price.1

I. Mystrom, Paul h., op. citY, pp. ^3-554. !



It should be noted that one of the above advantages of 
the retail method. {Ho* 3) is that this method can nbe ap
plied to stores of any size," This is absolutely true. Tho 
added bookkeeping and additional knowledge of bookkeepingx
necessary are perhaps beyond the scope and comprehension of 
most small retailers, unless they have majored in accounting 
or have done a great deal of advanced planning and research 
in their work. In such a case, chances are pretty good that 
this type of retailer will not remain small very long.

Writers on retail method list several disadvantages of 
this method which also should be considered. One of the 
disadvantages is the point already nado in the preceding 
paragraph. It might be added that the success of this sys
tem is dependent on accurate recording of all price changes. 
This makes it mandatory that an adjustment be made every 
time a price change becomes effective. This method has been 
found deficient in the case of soda fountains and workrooms 
where it is not possible to determine accurately the amount 
of stock on hand. The greatest disadvantage is that this 
method is one of averaging and tends to overstate the amount 
of gross margin through inflating the value of the closing 
inventory. 1

1. These disadvantages follow very closely those given Ibjr .
Duncan, D.J. and Phillips, C.F., op. oit,, p. 842.
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The Controllers1 Congress of the national Retail Dry 
Goods Association in 1922 prepared a standard for computing 
the retail method of inventory, which is illustrated in 
Table VI.

As stated previously, the main benefit to the retail 
dealer is the element of dollar control of stock derived 
from' the retail method of inventory, Y/hile it is rather ex
pensive for the very small retailors, it can bo used to 
good advantage by the larger of the small retailors.

The second major division of stock control methods Is 
what is termed unit control. Unit control deals with the 
maintaining of stock records by using the physical quanti* 
ties of stock and accounting for them by numbers rather than 
by dollar value. This method is the most widely known and 
perhaps the most widely used by stores using stock control.

We can subdivide the unit control system, into the fol
lowing classifications, which will bo discussed in detail:
1. Sales controls which subtract what is sold from the pre

vious inventory plus receipts to determine what is on 
hand •

2. Physical inventory control which determines the amount
sold by taking an Inventory and deducting it from the 
amount of goods available for sale to determine the 
quantity sold.

3. Miscellaneous systems.



TABUS VI
APPROVED FORM FOR COMPUTING INVENTORY ACCORDING TO RETAIL METHOD^

. ■ \ ■ 1
Line Item Cost

2
Retail

3
Markup

4I'nrkup
percentage

1 Opening Inventory (Lines 9 & 11
of preceding inventory) #10,000

2 Purehasea 20,000
3 Frt., express & cartage inward 500
4 Additional markup (leas addi-
■ tional markup cancelled)
5 Total (Inventory plus additions): 30^500

#16,000
29,600

1,500
46,500

$ 6,000 
9,000

16,000

37.5
45.0

34.4
6 Net sales
7 Markdovms (Leas K-D cancellation#)
8 Total retail reductions

30,000 
750 » 

30,750
9 Closing retail inv. (Line 5 minus 8) 15,750

10 Calculation of cost percentage:
a. Total percentage 100.0
b. Percent of markup 34.4o. Percent of cost (a-b) 65.6

11 Inv. at cost (10c x Line 9) 10,332
12 Resultant markup & percent
13 Gross cost of mdse, sold

(Line 5-Lino 11) 20,168
14 Gross margin (Line 6-Line 13) 9,832

5,418 34.4
67.2
32.8

1. Controllers' Oon^roaa or tho Dry Goods Aaaoctatlon, a otandard.Method of Acoountinrs for Retail Stores, Now York. The Association. 1922.
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Before discussing those systems in detail, a brief dis
cussion of the merits of unit control and also mention of 
the demerits will be helpful. The advantages can be ade
quately summed up in the words of two writers who are well- 
known authorities on merchandising techniques. The advan
tages of unit control ares-
1. It shows how specific merchandise items are selling.
2. It helps the buyer to know what to buy.
>. It reveals slow-selling merchandise.
4. It facilitates the setting up of model stock plans. - -
5. It aids in planning of sales event##
6. It shows changes in customer interest. .

The m i n  objection to unit stock control is that some 
buyer# (particularly in large.stores) feel that ouch a sys
tem tends to minimize the importance of the buying function. 
It should be pointed out, however, that stock control can
never be substituted for intelligent buying, but is rather

2a tool that can make buying more intelligent. Buyers who 
feel that stock control detracts from their ability are 
sadly mistaken, because tho wise buyer will use stock con
trol to give him Information that will make him an outstand
ing buyer in his field.

1. Woga&ono, and Becidey, D.k!., op. olt.. pp. 26Q-Sl3.
2. Ibid., p. 213. ---

Straus, Percy S., "Some Observations on Merchandise Con
trol," Journal of Retailing. Vol. XXI, Ho. 1, pp. 33-34.

54



. Another disadvantage of unit control is that often it 
is expensive and tends to become complicated if it is not 
kept simple. This last disadvantage can be eliminated en
tirely if a few simple rules of simplicity are kept in mind. 
In general, the disadvantages of unit control that have 
been and are brought forth from time to time oan bo over
come by netting up a control system adapted to the particu
lar need of the store and them keeping the system as simple 
as possible.

It might be pointed out further that unit stock con
trol is not a substitute for dollar control, but rather a 
supplement to it. Profits are figured in dollars, so the 
dollar value of the stock must be watched closely; and one 
of the best ways to do this is to employ unit control to 
eliminate slow-moving merchandise from the shelves.

A brief description is given below of the types of 
sales control systems. Space does not allow a lengthy 
criticism of each one, but a general analysis of all will 
be made at the end of the description. As stated before, 
sales control systems deduct the sales from the merchandise 
available for sal® to determine the remaining stock, or to 
determine what should be ordered. This sales information 
can b® obtained from the following sourcesi 
1. Sales checks or sales slips. A copy of each sales slip 

is examined and sales figures taken off by clerks who

55
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devote their full tine to this function. This method 
usually is employed by large department stores.

2. Price ticket stubs. This method necessitates special
price tickets v/hioh aro attached to merchandise. The 
ticket has a stub on it which is torn off by the sales
person when the sale is made. The stubs arc deposited 
In a container near the cash register, or on the wrap
ping counter, 'and collected periodically. Sales in
formation is computed from the stubs.

3. Cash register stubs or receipts. A copy of the cash
register stub is kept. Cash registers capable of 
printing sales information arc used, or the salesper
son merely writes the information on the baol: of the 
stub and deposits it in a bom to bo tabulated later. 
'Then the latter method is used, it approximates the 
price ticket stub process.

4. Control tickets. In this method a ticket or list is kept
with the stock of merchandise, and every time an item 
is sold it is narked off the list. The additions to 
stock are listed on this ticket; by adding the receipts 
and subtracting the items marked off, the remaining 
stock can be determined. Instead of marking off each 
item, a tally can be kept of the sales, which will 
serve the same purpose.

5. Control tickets in file. Here the tickets controlling
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the shook are kept in a file in a convenient location, 
and the salesperson maizes the correct entry on the 
ticket at the tine of the sale, This method provides 
for keeping the tickets. In one place and they are more 
easily examined by the buyer. Sometimes the ticket 
file is maintained in the buyer’s office, and entries 
are made from stubs or sales slips forwarded from the 

. sales floor.
6. Empty boxes or cartons. This is a method of stock con- 
. trol or sales control used by shoe stores. The stock, 

of shoes is kept in shelves lining the store. Since 
empty spaces do not look like a well-stocked store, as 
shoos are sold the box is turned upside down and re
placed in the shelf. This not only makes the store 
look better, but tolls the stock clerk or buyer what 
has been sold and what should be reordered.

7* Salespersons* lists. This plan requires salespersons to 
write on a list the items sold. The bad feature of 
this is the possibility that in the rush of the day the 
salesperson might not remember to make the entry and 
this would nullify any good feature.

8. Salespersons’ requisitions. Each day the sales force is 
required to submit a requisition to the stock room for 
the sales mode the previous day. In other words, in 
effect a minimum stock in maintained on the sales
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floor, and all requisitions to replenish this stock are 
considered as sales, -

9. Control desk records. In this method n central control 
desk is maintained. All sales pans through this desk 
either before being made or the sales tickets are sent 
there after completion of the sale. This necessitates 
rather a large staff in order to maintain the records 
properly and the size of the staff required ordinarily 
is proportionate to the volume of business and the 
size of the stock*

10, Reserve requisitions or reserve stock. This is a method 
that has elements of .both the sales control and physi
cal inventory; but since it is primarily concerned with 
sales, it is included here. A reserve stock is main
tained in which aro kept nearly all the items in the 
selling stock. The word "nearly" is used because it 
is the general practice not to keep items of high in
trinsic value in the reserve stock room, but to have 
other methods of keeping them. Also, on such items as 
those of high value, the entire stock nay bo kept in 
the sales room In order to control it. However, in 
general, the reserve stock is used to replenish the 
sales stock and merchandise is delivered from the re
serve stock to the sales floor from requisitions that 
are prepared and sent to the stock rooms by department 
heads. The requisitions are filled from the reserve



stock, and such merchandise is considered as sales, 
from stock. All records are based on the reserve 
stock and a physical inventory is taken periodically 
to be sure the records agree with items in stock.
This is often done by clerks who do nothing else but 
take inventory and go from one part of the stock to 
another checking the physical count on hand with the 
records that arc maintained by tho stock clerks. This 
system actually amounts to a perpetual Inventory be
cause the stock is accounted for on cards on which are 
recorded the incoming shipments and also the deliveries 
from stock on requisitions. Heedless to say, this 
method can be used only by the largest of stores and 
is used very effectively by department stores.
From this discussion it can easily be deduced that 

stores employing any of the above methods must be largo and 
able to bear a considerable added expense. Consequently, 
not much of this information can bo used by really small re
tail stores.

However, it is desirable that some form of dollar 
value inventory be kept in order that the owner does not 
Invest too heavily in stock. A plan must be worked out

1. The discussion and explanation of these sources of tho"
• sales control Information are the wrlter*s, but the list 
and the order were taken from Wingate, J.W., op. cit., 
pp. 384-417. —
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that will require the minimum work and yet bo of valuo.
This will be done in a later chapter.

The second major classification of unit stock control 
systems is that in which physical Inventories are taken or 
maintained. In this method the sales are determined by tak
ing the goods on hand, adding the goods received, and sub
tracting the goods remaining at the end of a given period. 
The difference will indicate the goods sold, which will de
termine what to order. This is a desirable method when 
keeping stock on staple items and when it is desired to 
keep an adequate stock at all times. This physical inven
tory can be of two main typos, cither perpetual inventory 
or periodic inventories.

In stock keeping, a perpetual Inventory is kept by 
maintaining records of all Incoming shipments and adding 
them to card records in the office or stock rooms. When it 
is possible to maintain this system, it is very helpful be
cause every item in stock is known and can be determined 
with the least effort possible. The buyer is able to de
termine accurately at all times what should be ordered. He 
also can determine the turnover, and ©an spot Items that 
are slow in-movements Changes in the taste of the buying 
public can be spotted as easily by this method as by any 
other.

The disadvantages of the perpetual inventory are that
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the coat la largo and it is often prohibitive for snail re
tailers to Install this system. The system is expensive both 
from the standpoint of equipment necessary to install it and 
from the - standpoint of the personnel required to keep the 
system working. There is also the possibility that the per
petual inventory may not be kept properly by careless and 
disinterested employees, which will destroy the usefulness 
of the system. It is essential in maintaining a perpetual 
inventory that the utmost accuracy be maintained, and this 
is difficult when using the type of help usually available 
for this work.

The perpetual inventory system is used extensively by 
some large retail businesses, but very seldom is this type 
of stock keeping maintained exclusively. It is used to sup
plement other systems and also for maintaining the stocks 
of certain types of merchandise, Automobile dealers find 
this method helpful in maintaining stocks of repair parts 
for the automobiles they sell. The system is worked out to 
a fine science and the,stock clerks are thoroughly trained. 
Some national chains used this system for some items.
Several national shoe retail branches are required to sub
mit dally or weekly reports to the homo office shewing the 
sales and stock of all types of shoes. This information is 
used in planning the buying or production program for the 
branch stores. '



6#

At this time it will be well to point out that there 
is a place in the stock-keeping program of the small retail 
store for the keeping of a perpetual inventory of items of 
large value, or items that might "walk out" of the store in 
the possession of shoplifters or employees of questionable 
Integrity. This would include such items as expensive fur 
coats, jewelry, fine watches, and similar items. This does 
not mean that a perpetual inventory will eliminate such 
practices but they are more easily detected, especially 
when the inventory is checked periodically against the 
stock or if the stock is in charge of a trusted employee.
The use of perpetual inventory is particularly helpful also 
in the handling of items that require servicing or maintain
ing, such as refrigerators, washing machines, and the like. 
It is almost essential that such a record be kept, listing 
the date the merchandise vms received, the model and serial 
nutabera, the name of the customer to whom sold, and the date 
sold. This form of perpetual inventory is part of the sys
tem that is recommended for small retailers and will be dis
cussed in detail later.

The second type of physical inventory is the periodic 
' inventory. It has various names such as "rotated inven
tory," "tickler control,w or just plain periodic inventory 
control.

This method calls for the taking of a physical count 
of stock in sections or departments at certain specified
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and pre-de-beralned times. Usually the stocks of certain de
partments are counted and chocked on separate days of the 
week. This method can ho used either hy taking inventories 
on specified days, or hy taking them r/hen needed or at in
definite periods. One of the features of this method is the 
use of stock cards. On these are listed the various items 
in stock, with a detailed description of the items so that 
as little confusion as possible will arise in counting the 
stock. Also, in well-arranged stock rooms the merchandise 
is kept on the shelves in tho sane order as listed on the 
cards. This makes it easier to take the periodic inventory 
and also easier for the stock clerk to locate merchandise 
when filling orders.

The cards usually are kept in a file or stock record 
bom, and aro separated according to days on which tho inven
tory is to be taken. On Wednesday of each week the person 
responsible for taking the inventory can take tho cards out 
of the files that are kept under this day of tho wook. 
Another method is to file these cards by departments, and 
then a schedule is made of tho various departments to be in
ventoried bn different days.

This method has been utilized to good advantage by 
scao of the large chain stores, and is used almost exclu
sively by some of thorn. The stores owned by tho Firestone - 
Company use this system, and the Company goes to a great
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deal of expense to print stock books which list every item 
carried in the stores, with space for all the information 
needed to maintain the system. Each Firestone store has 
one man who is responsible for maintaining this book; it is 
his responsibility to see that the inventories ore taken on 
the specified dates. These books are elaborate, and have 
space for a full description of the items with space to 
list the orders, inventories, shipments received, and sales 
during the month or between Inventories. The Inventory con
trol books are for three months, and each quarter a new 
book is sent to each store. This system is elaborate and 
very costly, but the fact that an organization such as the 
Firestone Tire and Rubber Company uses it indicates that 
there are many good points. It is granted that the cost of 
an elaborate system such as this is prohibitive for a small 
retailer, but the good points of the system can be adapted 
to his us®. This system requires a minimum of time and yet 
gives the buyer the information necessary to order merchan
dise intelligently. The inventories required in a smaller 
store can be taken by the stock clerk during the tine he is 
not busy filling orders or placing merchandise in stock.
The cost of installing this system in small stores and the 
cost of maintaining it ore very small.

1. Information about the Firestone system was obtained 
while the writer was employed by a Firestone dealer.
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A variation of the above tv/o inventory systems is the 
minimum Inventory control system. A minimum stock quantity 
is designated for each Item that is controlled. When the 
stock reaches this minimum, an order is made automatically 
or the stock clerk informs the buyer who orders the mer
chandise. This can be done either by having; the stock 
clerk make out a ticket when the stock roaches a certain 
minimum, or it can be noted from periodic inventories. Of
ten the stock clerk will make out a list each day of the 
items that have reached the minimum and send it to the buy
er. Another method is to have a ticket attached to tho 
carton of one of the items, which when shipped will leave 
the minimum stock. When this item is shipped, the stock 
clerk tears off the ticket and sends it to the buyer. These 
tickets are placed on tho merchandise when it is put in 
stock and can be very simple in form, os indicated by the 
Illustration below: 1

Merchandise
Date last- 

ordered Price
Maximum On Band
Minimum To Order

Fig. 1 Minimum Stock Quantity Ticket^
1. Wingate,ll.W. and. Brisco, Ij«A. op. clt.. p. 1A2.
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This method works out very satisfactorily where there 
are large quantities of a few items in a stock room, and it 
is maintained with a minimum of effort. Duo to the fact 
that the ordinary small retail dealer does not stock mer
chandise In sufficiently largo quantities, this system can 
hardly he recommended.

In addition to the two major branches of unit stock 
control discussed above, there arc other methods that cannot 
be grouped under the main headings but which arc used widely 
and are worthy of mention. One of these is the use of "want 
slips" which reports either shortages in stock or inquiries 
made by customers. Want slips used to report item not car
ried in stock and for which there is customer demand are not 
discussed in this paper as this is not a stock control prob
lem. However, want slips used to report shortages of mer
chandise to buyers are used in the stock control system of 
many large stores. These slips usually consist of a 
sheet with space in which to list the items that are run
ning low in stock end a place for the department designation 
and a signature line. . This is a description of the simplest 
form. Want slips are used sometimes to report just one 
item, and others contain space to list all the items noted 
as short in one day. This is a very primitive system when 
used by itself and is not at all satisfactory in modern 
business except when used to supplement other systems. •
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The want slip system can be used to report shortages 
on seasonal merchandise which Is not fully stoclc-eontrolledi
in the usual manner, or it can be used to report shortages 
that occur between stock cheeks. Another use would be for 
item which suddenly become popular and the stock runs low 
before the stock control system can detect a need for a re
order.

It is general practice for wholesalers to provide their 
retail customers with "want books,M which are used to list 
the items that are low in stock or completely sold out. In 
these books space is provided for the listing of items 
which are low so that at the next visit of the wholesale 
salesman the book is very carefully examined and the items 
needed are ordered. These books generally contain a good 
amount of advertising of the products handled by the whole
sale concern. Often the uso of want books constitutes the 
entire stock control or ordering system of the small store.

Another variation of the want slip system is the use 
of a list of "shorts" maintained by the stock clerk. This 
is usually in the form of a pad of sheets attached to the 
stock bins throughout the stock room, and as the clerk no
tices a stock that is low he lists this information on the 
pad. At the end of the day he tears off the lists and sends 
them to the buyer of the department. A simple form that can 
be used for this is illustrated in Figure 2.



68

LIST CT SHORTS:

On hand Suggested

List only items on which stock is 
dangerously low

Fig. 2 Sample Shortage List

The above oan be adapted to the use of any individual 
concern, and in order to minimize the eoat business concern# 
often mimeograph such forms.

At the beginning of this report it was stated that 
every retail business had some form of stock control. This 
is true because all retail outlets have none degree of vis
ual stock control, which is the last method to bo discussed 
In this chapter.
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Visual control is that form of control which many, 
many small retailors use without consciously knowing they 
are utilizing stock control methods. It consists merely of 
checking the stock visually to see if any shortages exist. 
This can be done in the regular course of business as the 
proprietor or salespersons wait on customers; it can be 
done in the presence of a distributor salesman at the tine 
of his visit; or it can be done as a part of a systematic 
procedure that will insure a more complete stock at all 
times. .

It is not intended to dwell at great length on this 
simple and universal form of stock control, but there are a 
few suggestions that might be helpful In using this system 
more efficiently. . A well-organized retail business could 
use a few simple form. Thee® could be mimeographed or 
printed at low cost and would insure a definite periodic 
check of the stock being made each week, or at any time 
deemed most desirable. Figure 3 gives an example of a sim
ple form that could be made up for any business merely by 
deciding the best day for each part of the stock to be 
checked. In case there are several employees in the store, 
a list could be posted in the stock room and a place pro
vided for the employee to place his initials when the speci
fied stock check has been made. This form should bo as sim
ple as possible, and it should provide for the checking of
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STOCK CHECK LIST *
Days & Departments Date Checked & Initials
MONDAY:
Nails. screws & bolts

-

Paints, painters’ 
supplies

TUESDAY: .
Electrical supplies
Builders’ hardware

WEDNESDAY:
Tools, school supplies
Repair parts

THURSDAY:
Paints, painters’ 

supplies
Household goods

FRIDAY: ...
Pipe & pipe fittings -

Automotive supplies
Electrical Appliances

Fig. 3 Visual Stock Control Chock-off 
List for Small Hardware Store

stock more than once a v/eck if desirable. It is some times 
necessary to do this because the stock is active and be
cause it is not possible for all retailers to carry a suf
ficiently large stock to last a week, especially of a popu
lar and fast-moving item. The proximity of the supplier



will govern the size of the atook that must be carried. The 
minimum stock must be large enough to last until replenish
ment can be secured from the supplier.

In addition to the form shown by Figure 3, an addi
tional simple form should bo devised so that the clerk who 
checks the stock can list the Items that are short. Tills 
can be either a scratch pad, a want book furnished by the 
distributor, or a simple mimeographed form similar to that 
shown in Figure 4»
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VISUAL STOCK CHECK REPORT Department _____
Date _____________  Hade by '

Item . On Hand Order

Fig. 4 Visual Stock Control 
Report Form

In order to be convinced of the praoticableness of 
stock control the small retailer must-be shown that the sys
tem will work and that it will not cost too much. The forms 
given above should fulfill both of these requirements for
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stores too small to employ larger systems.
The actual application of stock control methods is 

discussed in the following chapters.



CHAPTER ¥

TJ3E OF STOCK COSTBOL

The growth ©f large retail stores slnoo the beginning 
of the twentieth century is an indication that someone 
found some improvement over the v/ay of doing business in 
the previous century. Retail business never has and pro
bably never will grow to the size of the giant industrial 
concerns of today. However, when chains of retail stores
are able to do from half a billion to more than a billion

1
dollars worth of business in a year, the retail business 
Is getting pretty big as compared with the-small neighbor
hood retailer whose annual volume of business may bo as lev; 
as from $5,000 to 06,000. ,

It is not possible to prove that stock control is the 
cause of the growth of these largo retail chains as well as
of the growth of single large retail stores such as i'acy’s

2
in Hew York and Marshall rield in Chicago. But it does 
look as though this is the ease. Anyway, it is interesting 
to note that all the large successful stores and chains

1. Of. ‘iable III, p. 32, ante! : ' ;-----
2. These stores quite recently have expanded and estab

lished branch stores, but the original stores In Mew 
York and Chicago still remain among the largest dollar 
volume in existence today. See also Table III, p. 32.
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place a great deal of emphasis on stock control. .
Undoubtedly stock control does contribute to the in

creased efficiency of any store, and part of the large-scale 
retail operations have been aided by the use of stock con
trol. -

Grocery stores have used stock control less than any 
of the other present-day large retail businesses. In this 
case, however, the visual stock control has been developed 
to a greater degree than in other stores. The turnover in 
a grocery store, particularly in staple items, is very rap
id and the use of unit stock control is not so important.
It is necessary for grocery stores to maintain a well- 
balanced stock and to have a sufficient quantity to meet 
the needs of customers. The Safeway Stores, Inc. expori- 
eneed some severe tribulations during the Great Depression 
(1930-1933) because of overstocking items on a falling mar
ket. It must be pointed out that many lessons were 
learned and the position which Safeway occupies today is 
partly due to better buying and stock-keeping policies.

Other typos of chain stores aueh as tiro company 
stores and variety stores have placed a great deal of em
phasis on the stock control of their stores* Today they 
have a very accurate account of what happens to stock from 1

1. l-roci six years* experience with Safeway during this period.
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the time it arrives at the door of the store until the tine 
it leaves in the hands of the customers. The chain stores 
that grew out of the mail order houses likewise have a 
very detailed stock control system. The systems that are 

• employed by these stores usually consist of aone form of the 
rotated inventory method with perpetual inventory kept on 
some items. The stock records of those companies arc so 
complete that any department manager or clerk can phone the 
stock room and almost instantly obtain information concern
ing any item.

Department stores have made more use of the dollar con
trol of sales, and have gone to great length to secure in
formation as to the price of goods that sell host. Here' . , ' . . . - ' .f:
also the technique of stock control has been developed to a 
very high degree. In most department stores the inform- . 
tion as to the date any merchandise arrived in the store, 
its cost, and any change in price is always available. This 
is done through a very elaborate system of marking which 
ordinarily is a part of the stock control system.

The systems employed by large concerns are costly and 
elaborate, but the cost of the stock control system when 
considered in the light of percentage of dollar volume of

1. Particularly Montgomery .i'ard Company and Sears, Roebuck 
and Company. Information gained from personal examina
tion of records and tour of stock rooms of some of these 
stores during government service of the writer.
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the store is very slight. Consequently, any stock control 
system adopted by a small retail store must not cost any 
more than the same percentage of the dollar sales of big 
concerns; otherwise the small retailor will not be in a 
favorable competitive position.

Before drawing any conclusions as to the method best 
suited to the use of small retail stores, it would help to 
summarize the best features of the methods available. In 
starting, it might be said that dollar control of stock is 
essential to all retailers and that gone simple, economical 
method for its use should be found- for small retailers. 
Dollar control keeps the proprietor or owner informed at 
all times as to the investment in stock, and helps him de
termine whether his money is invested wisely. Dollar con
trol also enables the retailer to determine more accurately 
the turnover, because he has periodic inventories which ho 
can average for this purpose. However, even when the re
tail method of inventory is used, an annual or semi-annual 
physical inventory is necessary.

In considering unit stock control we find that the 
sales control method is better adapted to the use of larger 
concerns than to the use of the small retailor because of 
the cost involved. Sales control does give the person us
ing it more accurate information about the popularity and 
movement of items than any other method. This type of
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eontrol Is 'best adapted to the sale of fashion goods, or 
other goods on which the taste of the public changes rap
idly.

Physical inventory stock control, v/hilc not the pan
acea, has many desirable features and probably is the best 
adapted to the use of the small retailer. It is flexible 
and can be ©hanged to meet the needs of anyone desiring to 
use it. If originality is used, the cost of setting up the 
system and the cost of its operation can be kept to a mini
mum. This type of system helps to insure a well-rounded 
and complete stock of merchandise at all times with the 
least amount of effort and time.

The visual control system is best adapted to the very 
small retailor and, if properly used, can benefit the re
tailer a great deal. The greatest advantage of this system 
is its simplicity. The greatest difficulty is the fact that 
the average owner of a small business is liable to become 
self-satisfied and trust too much to his memory, which be
comes increasingly less reliable as a man stays in business.

All types of stock control have good features, so it 
now remains to collect those good features into a system 
that can best be used by small retail stores.
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REQUISITES OF A GOOD STOCK CONTROL SYSTEM 
FOR SMALL RETAIL STORES

From the foregoing discussion it is possible to sum- 
raarize the features of e stock control system suitable for 
small retail stores in general and adapted to tho particu
lar use of any one store. These requirements are:
1. Simplicity, Any system that could be used by a small

retailer must be as simple as possible, Most business
men, especially those with a small business who must

- " t... - ' \ : "
watch every penny, abhor anything complicated. So all 
the devising in tho world will not make them use a 
system unless it is simple and unices they can see 
some good from it and can understand what the system 
is trying to accomplish. Also, it must be simple be
cause tho employees of a small retailer are not of the 
same calibre as those of the larger retail institu
tions, This in in no way a reflection on the mentality 
of anyone in business, but those with the highest de
gree of mentality are not working for someone else in 
a small retail business. The system we lire looking 
for must be so simple that its benefits are obvious.

2. Flexibility. The plan must be so flexible that it can
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be changed to meet the requirements of every a m  11 re- 
taller. In addition. It must be flexible in order that 
the retailer using it can change the system if he finds

'' ' ' ' . - ' C "  "  .T'.'

it does not quite suit his needs. It must be possible 
to add and drop items from the line without rearrang
ing or changing the records too much. Also, it must

■ ■ ■ ' ' ' ‘ ■ . "  : .. : . . ■ ’ . -  • , ,

be flexible in order to meet changing business condi- 
tions or changing methods in distribution.

3. Cost. This is perhaps the most Important requisite, of
' "  : " ' ■ ' ,  - i  ' ; ' ■ . ■ ■ ■ ; : v - :

all, because if the system raises the cost of doing
'' - "  " '  ' ' . - ... / v  t  ^

business or necessitates additional major e^onso, the 
plan will not have a chance. The Initial* cost of in
stalling must not be so great as to be a burden on the
retailer. Also, the cost of operation must not be 

' ' ' ; '. ' . / - ' ' .'a--
large. In fact, the operation of the system must be
within the scope of the present help if the retail 
store is in operation, or not require the hiring of 
any additional help in case the enterprise is still in 
the formative stages. The ideal system is the one that 
can make the present work of the employees and owner 
more pleasant. It will thereby actually reduce the 
overhead and make the business itself more efficient. 
The cost of the records should be kept to a very mini
mum. In other words, a retailor doing business is not 
going to be willing to invest a lot of money in files 
and printed cards that put a financial strain on him.



Therefore, for the omll retail merchant the ideal 
stock control system would ho one that docs not re
quire the expenditure of a large sum of money and one 
that could bo made up from materials on hand or avail
able at a reasonable cost,

4# Hecessary information. To be beneficial to the retail
er, the stock control system should give the company 
keeping the system the maximum amount of information 
that is needed and can be used. The system should give 
only information that is used. The information de
sired by retailors will vary, tout the essential informa
tion that should be included is as follows: 
a. Description of the merchandise. This should include 

the model and stylo numbers of mechanical equip
ment, or the size and color of soft goods. Tho 
description should be so clear that there is no 
possibility of confusing the item with other sim
ilar items in stock. Also, the items listed 
should bo in alphabetical or numerical order so 
that the system will be as orderly as possible. 
Unnecessary information concerning the description 
should be eliminated.

to. Ordering Information. The records should show all 
the information necessary for writing an order. 
This includes the name and address of the supplier
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the standard package quantity, minimum order 
quantity, credit terms, F.O.B. point, cost of mer
chandise (either.net or lint price if a standard 
discount applies), minimum and maximum stock 
quantities, and any other special information 
necessary or desirable in ordering such as freight 
allowances, freight rates, and so forth* 

o* Movement of stock* The records should show at a
glance hov; fast the stock is moving so that quan
tities to be ordered can be determined easily. 
Information needed for this is the record of ship
ments received (which includes the order number, 
date received, and quantity), and quantities in 
stock at various times. From this information tho 
buyer can determine the number of any item that 
has been sold, and can determine the rate of sale, 

d. Outstanding orders. One of the greatest benefits 
of efficient stock control is to keep a record of 
items that ore on order so that two or more or
ders will not bo. placed for the same merchandise. 
It is embarrassing for dealers to be out of an 
item and then suddenly receive shipment from sev
eral suppliers. This is the result of not keep
ing an accurate account of orders placed. There
fore, a good stock control system for a



82

dealer should show the orders placed, and pro
vision should be made to eliminate this informa
tion when shipment is received. It should bo pos
sible also to indicate when partial shipment has 
been received, because unless cancelled the bal
ance of partially-filled orders will be shipped
when the stock is available.

' • - ' ..

5. Form of records. The form of the records should encour
age the use of them. This means they should be conven
ient to use, not too large and bulky, or hard to 
handle. The only stock control system that will bene
fit the retail dealer is one that is used consistently 
and which is easy to use. The records should be kept 
bn heavy paper or cardboard that is relatively per
manent and will not deteriorate with hard use. They 
should be of convenient size so they can bo carried 
easily and handled conveniently in keeping them up to 
date.
All the above requisites may not bo necessary for 

every retail store, but the list was made complete so that 
all the information desirable and useful could bo included. 
As stated before, the best system is one that can be adapted 
to a particular dealer and serve his needs.
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OEAPTER VII 

REOOMI^NDED ESHI0D3

It is essential that retail dealers have some method 
of determining the amount of stock on hand without having 
to take a complete physical Inventory. Consequently, seme 
form of dollar stock control is the first method to be re
commended for adoption by small retailers. The very small 
retail store in which the owner is the only worker hardly 
can afford any special bookkeeping, as the owner usually 
keeps all the records in his bank book or in a notebook. 
Just as soon as the business gets large enough to necessi
tate a set of books, then it is possible to gather informa
tion from the books which will .indicate how much stock is 
on hand.

The stores in which it is necessary to employ a full
time accountant or bookkeeper nay find it desirable to in
stall the retail method of inventory which has been de
scribed in detail in Chapter, IV, Due to the pricing of 
merchandise received at retail prices, it is thought that a 
full-time bookkeeper is necessary for this task.

From the most simple set of books that keep accounts 
of purchases and sales it is possible to keep a running



inventory which will be helpful and'will satisfy the require
ments of dollar oontrole It should be pointed out, however, 
that dollar control does not eliminate the desirability of 
having an accurate annual physical inventory.

Visual stock control ploys a lar^e part in the recom
mended plan for small retailers. Visual control is used 
mainly by small retailers, but all retailers would be 
helped by a more systematic use of this method. The visual 
method is recommended for uoe in a manner that will insure 
that all stock in the store is checked systematically at 
least once eaoh week.

Unit stock control is recommended for stores which em
ploy more than two people and which have monthly sales of 
more than $2,000. It is not recommended that all items in 
the store be governed by unit stock control, because this 
would violate the first requisite of a good system. There 
are a few lines of staple items in each store of this s i m  
that could use unit stock control to good advantage.

The type of unit stock control recommended would in
clude both perpetual control of items of largo value and 
which include guaranty or service agreements, and the use 
of rotated or periodic Inventory control for staple items 
on which the retailer enjoys a profitable margin and orders 1

1, That of low coot. Sr.p. 79. ante.
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frequently. These latter items are not numerous In small 
retail stores, so the system could he used without the addi
tion of more clerks or stock keepers.

i



CHAPTER VIII 

RECOIP!E!mED SYSTEMS

In this chapter a system of stock control, or the com
bination of two or more methods, for small retailors will be 
recommended. Before so doing. It is necessary that small 
retailers be classified into two groups. The size of re
tail dealers can be measured by two processes: . first, by 
the number of employees; and secondly, by the dollar volume 
of sales, either monthly or annually.

It is perhaps easier to classify then according to the 
number of employees than according to sales. It has been 
estimated thr.t in 1939 there were 3,317,000 business units 
of all kinds in the United States, of which nearly fifty 
percent or 1,503,000 did not hire any employees, while 
1,221,000 businesses hired from one to three employees.
This means that 2,724,000 of the business units in existence 
In 1939, or approximately eighty-two percent of the total, 
hired three or fewer employees.

For the purpose of this report a retail outlet will be

1. Committee for Economic Development, Meeting the Special ' 
Problems of Small Business, New York, Committee for 
Economic Development, 1947, p. 14.2. Loc. cit.
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classed as one of the "smallest dealers" If he hires lens 
than three (on® or two) employees or if the dealer does 
lens than £2,000 a month or $24,000 a year. This is 
thought to be a logical classification for the discussion 
of stock control systems because when the employees reach 
three in number, there is enough help to do more systematic 
work.

The stock control system recommended for the "smallest 
dealer" as junt defined consists of the use of the visual 
stock control method on a definite and planned basis, and 
the use of perpetual inventory control for items of high 
sale value or items which involve servicing and repair work. 
The perpetual inventory system can be maintained on stock 
cards similar to that shown by Figure 5.

This information can be kept on a small three by five 
inch card that can be purchased in any ten cent store. The 
form shown In Figure 5 is designed for use with major elec
trical appliances, but by changing the information contained 
thereon it can be used for bicycles, gas appliances, fur 
coats, or other items of high value or which require servic
ing, .

Due to the tendency of humans to forget to do things 
or to neglect to do them, it is recommended that these 
smallest dealers adopt some check-off lint similar to the 
on® shown in Figure 3, page 70. This may seem unnecessary 
to some retailers; but if the dealer trains himself to make



the checks regularly, he will find that the results of hav
ing a full stock at all times will more than pay him for the 
added work.

It is pointed out hero that these small dealers often 
become deceived by good business in times of prosperity and 
fall into habits that will tend to make them forget they 
will be required some day to practice sound business meth
ods or become a casualty of the grim reaper, the business 
depression. An alert, hard-working, small businessman who 
employs the best business practices does not need to suffer 
during the times of business stringency.

The stock control system for a larger retail store is
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a little more detailed, and the plan that is recommended 
herein is complete; but this does not moan that all phases 
of it must be adopted in order for retail establishments to 
benefit. It is so designed that any or all of the plan can 
be adopted to suit the needs of retail outlets, and the part 
adopted will solve the problem for which it is adopted. Be
ing flexible, the plan can be adopted in part or in whole 
with the result that retail stores of varying sizes can use 
as much as they feel would bo beneficial to them.

The plan to be recommended is divided into three parts, 
which are:
1. Inventory dollar control at coot
2. Perpetual inventory control for major items
3. Rotated inventory control

The first part, that of inventory dollar control, in
volves the creation of a simple form using information avail
able In the regular accounting books of most businesses, 
and will not necessitate any appreciable addition of work.
It la merely a means of ascertaining the dollar value of the 
stock each month, and will enable the proprietor to keep 
from over-investing or from allowing his stock to become too 
large. The suggested form, shown on the following page, is 
simple but it is purposely made_so in order to be practica
ble. This form (Figure 6} can be mimeographed, or the 
bookkeeper can simply write the items on a sheet of columnar 
paper at the end of eaoh month. This information can be
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L'OHTHLY INVENTORY '
Beginning Inventory (previous 
month closing inventory $12,000.00

Purchases $5*300.00
Freight In 187.00 5.487.00

Total Merchandise Handled................ 517,437.00
Hot Sales............ .........$7,000.00
Gross Profit:

Discount Sales $1,000.00
(Gross Profit 25.9%)...$259*3# 

Employee Sales $350.00
(Gross Profit 16.6%)... 58.10

Bal.Retail Sales #5650.00
(Gross Profit 33 1/3%) 1883.33

Total Gross Profit....... .....2.200.73
Cost of Goods Sold. .................. . 3 4.799.27
Closing Inventory. §12.687.73

Fig. 6 Recommended Fora for 
Inventory Dollar Control

kept on twenty-four or twenty-seven column paper so that 
several months could he kept thoreon for the purpose of com
parison. ;

The purchases are totaled at the cost price and can ho 
obtained from the purchase journal, or the invoices of in
coming shipments can bo totaled. The freight-in figure is 
the total amount of freight paid on merchandise received.



If tho goods arrive prepaid, the carrying charges are dis
regarded. The parehanos must ho shot-m as net. In other 
words, any returns to the factory must ho deducted before 
tho purchases figure is used.

Similarly the sales figure must he net, with any return 
from customers and allowances deducted. Host retail stores 
have a standard amount that is added to the cost of the mer
chandise . In- the case shown in Figure 6, a markup on cost 
of fifty percent was used, which would give a gross profit 
of 33 1/3 percent. If a retailer sells at only one price, 
it is necessary then to deduct 33 1/3 percent from the net 
sales to determine the cost of the goods sold. However, it 
is very common for retail storen to give discounts to cm- . 
ployees and to certain classes of customers such as contrac
tors. In the illustration given it was assumed that the 
store allowed a ten percent discount to contractors, and 
that during the month contractors had purchased $1,000 
worth of materials. By arithmetic it is found that the 
gross profit on these sales is 25.9 percent. (If a ton per
cent discount is allowed on a dollar purohaso, the net sale 
Is ninety cents; If the planned gross profit is 33 1/3 per
cent, the item cost is 66.7 cents, which leaves 23.3 cents 
gross profit on this sale, which is.25.9 percent of the net 
sale.) This 25.9 percent can be used to figure the gross 
profit on all sales made at a ten percent discount.

91
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It was assumed further that a discount of twenty per
cent was allowed to employees who purchased from the store. 
Similarly as above it was found that the gross profit on 
employees* sales was 16.6 per cent. The gross profit on 
contractors * and employees* sales is added to the gross 
profit (33 1/3 percent) on the regular retail sales. This 
total is deducted from net sales to determine the cost of 
goods sold which, when deducted from the total merchandise
handled, will give the dollar value of the inventory at the1
end of the month.

Here, then, is the dollar inventory control that is 
recommended for small retail stores. It can bo figured by 
the person keeping the books from information already avail
able with no appreciable addition to the work load or cost 
to the company.

The inventory determined in this manner is not entire
ly accurate and would not bo accepted for income tax pur
poses, but it given the owner a fairly accurate indication
of the stook on hand at the end of each month. From this,*
future planning of purchases can be made.

The second part of the plan consists of a perpetual 
inventory for major items carried in stock. The form shown

1. This system ofstock control will minimize markdowns 
but for a store allowing narkdovms frequently another 
item, "Markdown Sales," can be added on Figure 6 under 
"Gross Profit." The gross profit of this item can bo 
determined in the same manner.
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la Figure 5, page 88 is recommended. The use of this card
is the same ae described vjhon discussing the stock control

\ * system for the smallest dealer and will not be repeated.
It might be said that for a larger retail dealer, the card 
may include more information such as the service calls made, 
a record of periodic service calls, and other required in
formation. Also, a larger card may be found better suited 
as it can be filed in a Kardex cabinet or other visible in
dex system for ready reference. However, it has been found 
that the more simple the system is, the better suited it is 
to the use of small retail dealers.

The major portion of the system adaptable to the use 
of small retail stores is the rotated inventory control of 
staple items, and several forms are shown in the Appendix. 
These forms have been placed on columnar paper, which is 
available from any office supply store at a very reasonable 
price. It is recommended, however, that stock control in
formation be placed on ruled cards fourteen by sixteen 
inches, which can be purchased from most printers or which 
can be ruled by printers at not too great, an expense. The 
reason cards are preferred is that they do not become 
frayed with use and can stand the rougher treatment gener
ally received if used in the stock room and handled a good 
deal. Stock cards to be of any value must be used, so the 
paper or cards on which the information Is placed should be
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of substantial material. Columnar paper can bo used if 
nothing else is available.

The sstaples shown in the Appendix can be adapted to 
any typo of businesse To show the versatility of the forms 
a sample has been made up for use by an electrical dealer 
(Forms 1 and 2), one for a hardware dealer (Form 3), and 
another for a girls* dress shop (Form 4)«

Form 1 in the Appendix will bo discussed more in de
tail than the others because it contains all the necessary 
features, and the discussion of it will apply also to the 
others.

On Form 1 it will be noticed that the column heads are 
written in ink for permanence and columns aro ruled in Ink 
so that they can be made any size desired. The stock num
bers are listed across the top of the page, and information 
about these items Is given underneath the stock number.
This consists of tho standard package quantity and the 
weight of the standard package. All of this information, 
together with the minimum and maximum quantities, is writ
ten in ink because it is information that docs not "change. 
However, the price information of each item should bo en
tered in pencil due to the fact that prices may change.
The very latest information as to prices must be kept on tho 
records. Pencil figures can be erased easily and changed, 
whereas ink prices would necessitate an unsightly erasure



m? the ohanse to a now column. ; .
In the first eolunn, under the last line of the head

ing, a double line ia drawn and a column heading of "Date" . 
in placed. In this column is listed the date of the inven
tories taken, shipments received, and orders placed. Below 
S M s  heading pencil should he used, an it is difficult to 
carry or use a pen in the stock room and it is often neces
sary to erase figures to make corrections. A common lead 
pencil with black lead should he used to record inventories. 
Shipments to stock or receipt of shipments should be re
corded in red ink or In red pencil on the line under the 
latest Inventory. ■

Orders should be listed, when written, at the bottom 
of the page. In fact, the quantities to be ordered can be 
inserted in pencil at the bottom of the page and the stenog
rapher or secretary can type the order from the cards.
When orders are received, they should be entered in red as 
explained above, and erased from the bottom of the page. In 
this way the card will show what is in stock, and also will 
show all outstanding orders.

At the bottom of the page the name and address of the 
•upplier is placed, together with other ordering information 
such ns discounts, terms, freight rates, and allowances.
In this way all the necessary information about the stock 
is available on one card.



When using Form 1, only itcnn from one manufacturer 
should bo placed on each card in order to avoid confusion.
It Is possible to have the merchandises from two manufactur
ers on one card, but if this is done the items of each manu
facturer or supplier should bo separated from each other by 
a heavy 11ns drawn the length of the page. In this case, 
the name of the manufacturer or supplier should bo listed 
under his produets.

Form 2 is a variation of the previous form, and is re
commended for use when similar items such as cutlery may be 
parchased from several suppliers. The none of the manufac
turer is placed on the right-hand side of the page opposite 
the various items. Hero again the quantity on order is 
placed in the column Immediately to the left of the supplier 
column, and is erased when the shipment arrives. Then It la 
entered in the first blank column to the right of the stock 
number. The date of inventory or arrival of stock is en
tered in the columns across the top of the page.*

Another method in which to record the orders and keep 
track of outstanding orders is to record orders 5n red pen
cil or Ink on tho line following tho latest inventory, dat
ing the order In the proper column. Then when tho order Is 
received in ntoek, the number Is circled with a red pencil. 
The items which aro in red and not circled are still out
standing. In case a shipment is received but it is only
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a partial shipment, the original figure is erased and the 
amount received is circled. The quantity not received is 
plueed next to the circled number and will be circled when 
it arrives. This system is best used on orders that are 
made frequently and the supplier of which is generally in 
the same city or close by, so that only a short time will 
elapse from the placing of the order until its arrival in 
stock. This system of recording orders can bo used with; 
either Form 1 or 2* ■

All of the four forms in the Appendix are designed for 
use in keeping records of staple goods that are handled all 
during the selling year. Fashion goods are considered more 
or less Mperishable” because a store that specializes in 
this type of merchandise must take extra care not to lot 
the stock remain in the store after the fashion changes.
The result is that the fashion stock is checked daily, and 
what amounts to a perpetual inventory is kept. The forms 
In the Appendix could be adapted to fashion goods, but 
leaking up stock cards for ouch merchandise would not pay 
for the time and effort expended, unless the stock was 
large. In this case the retailer probably would not bo in 
the class covered by this report.

There are two types of seasonable items, and each one 
demands a different treatment as to stock records. The 
first type is goo.3 s that are ordered one© and stocked in



93

the store only at one time of the year, and for which there 
is only a very short selling season. Examples are toys, 
Mother's Day gifts, and so forth. This type of merchandise 
does not lend itself to stock control because the items 
shange from year to year and there is no basis upon which 
to compare items from a previous year. The only type of 
stock control for such items is visual control, and oven 
this does not do a great deal of good because the buying 
season is so short. When it is found that one item has 
moved fast and a reorder is necessary, it generally is too 
late to secure shipment unless the stock can be replenished 
locally.

The second type of seasonable merchandise consists of 
items that are carried in stock the year around, with the 
greatest percentage of the annual sales made in a short• 
selling period. Electric appliances, gift ware, men's 
toilet sets are examples of this type of seasonable goods. 
They are all carried in stock the year round, but the larg
est percentage of sales is made during the Christmas season 
or during some other Isolated selling season such as Fa
ther's Day, Mother's Day, June— the Month of Brides, and so

1forth. In the ease of electric appliances in normal times 
eighty-five percent of the electrical appliances sold in 
any one year were sold during the Christmas selling season 1

1. Prior to world <mr Tl.
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between Thanksgiving and Christmas Day. Another feature of 
this type of seasonable merchandise is that the selling 
season is sufficiently long that reorders are possible If 
needed. Consequently this type of merchandise lends itself 
to stock control, which is extremely helpful. Either 
Form 1 or 2 can be used for seasonable merchandise of this 
type. Another column or line is desirable, and that is for 
"Sales, previous year." This can be placed just under the 
"Minimum stock" line on Form 1, or to the right of the "Min
imum stock" column on Form 2. - ......

The stock records for repair parts used in the retail 
business present a little different handling. Repair parts 
kept in stock usually arc listed on small cards, with one 
item to a card instead of many items on one card. Theso 
cards may be three by five inches, but most service men pre
fer a card at least four by six inehee and some like the 
cards ns large as five by eight inches. The larger cards 
will contain more Information end will be more legible. The 
cards are kept in a file in the service department handy 
to the men who do the repair work. By referring to the 
file they can determine if the part needed is In stock, and 
can also use this file for pricing. The cards are filed 
either numerically or alphabetically for ready reference.
A sample of a card recommended for this use is shown in 
Figure 7.

109365
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Style" "ilo • •' ’.....bescription 11"" ' Appllam®®

Supplier
Price

Address Unit

Order Order Order
No. Date Q,uan. Ho, Date Quan. ITo, Date Quart,

Fig. 7 Sample Repair Parts 
Stock Card

In using this stock card, the inventories of stock are 
to be inserted in pencil and tho orders of stock arc to be 
recorded in red pencil or ink immediately under the inven
tory, When the shipment is received, the quantity ordered 
is circled in red to indicate that the shipment has ar
rived •

These three simple methods of keeping atook reeords 
should meet the needs of any small retail business. The
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•yetem ha a been set up so that any dealer m y  adopt any 
part of it, and can use as much of tho system as he likes 
and deems useful*

* , -

...

,4,

-



CHAPTER IX

SETTING UP THE SYSTEM

The necessary materials for tho operation of this sys
tem can bo purchased for very little in any office supply 
•tore, and some of the cards needed can be purchased at the 
dime store, A conservative estimate of the cost of supplies 
for this system is listed below:

2 12-oolumn pads at 0.75 pad $1.50
200 3 x 5” cards .15 C .30
200 5 x 8” cards #  *
2 bottles ink (red & black) .20 each .A0
2 pens and points .25 each
Total cost $3.50
This estimate is based on the use of columnar pads in

stead of cardboard cards. However, even if cards are used, 
the cost should not be over ten dollars. This is a very 
good investment for a system that not only will make the 
retail merchant more efficient, but also will save much 
money In reduced stock and faster turnover.

In putting the plan into effect, the first stop is to 
arrange the stock in the best possible way. Tho stock 
should be set up so that the different items follow some 
pattern, and should be arranged by stock number or by size.



The reason for this is that the cards should he made up in 
the same order as the stock, which will make it much easier 
to take inventory. After the stock is arranged properly, 
it is then necessary to make a list of the stock, in proper 
order, on which stock cards are to be made. This will in
clude staple items that move fast and for which an accurate 
control is desired*

When the items are chosen for stock control and the 
stock has been arranged, the next step is to make up the 
cards, listing Information such as model numbers, standard 
packages, weights, minimum and maximum quantities. If any 
of this information is not known it can be secured from the 
manufacturer1s catalog or the supplier’s catalog.

When the cards are completed, they should be checked, 
with stock to insure that they are in proper order; then the 
first inventory should be taken and the date Inserted in the 
proper column. After this is done, it should be determined 
from the study of the inventory whether any orders are nec
essary. If it is found that stock is needed, the quanti
ties should be inserted at the bottom of the card in pencil. 
After the amounts have been determined, the cards should be 
given to the stenographer for writing the order. But first 
it la necessary to instruct the stenographer how to take 
the information off the cards* The cards can then be filed 
until the arrival of the merchandise or until another
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Inventory is to be taken. At the beginning an inventory 
should be taken at leant once a v/eck, until it has been de- 
ternined how nueh time should elapse between each inventory. 
Care must be taken that the proper information.is placed 
on the cards. If they are not kept up, they will soon bo 
forgotten and no benefit at all will be derived from the 
setting up of the cards.

Information for the records is derived from two 
sources: first, from the invoices on which merchandise is
received; and second, from the physical count token by the 
employees. The information about stock shipments also can 
be secured from the receiving record. However, it is better 
to record the receipt of merchandise either from the orig
inal of the invoice or from a copy of it. It is rocom
mended that, in any case, some system be adopted and rou
tine developed so that the stock record can be maintained 
just as smoothly as the invoices are passed for payment.
In fact, the invoice plays a large part in the stock record 
and can be used to speed the payment of invoices. It should 
be arranged so that the information is posted on the stock 
cards before the invoice is paid, in order that the prices 
on the invoice can be checked with the prices on the cards. 
A rubber stamp similar to the one in Figure 8 has been 
found helpful In Insuring that all the correct steps are 
taken with the invoice before payment has been made. This
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Date Inv. Reed. eiikd. by
Date I.’dse. Reed, Reed, by
Trans. Chgs. 5 Carrier
Lldse. Chkd. by Claim
Claim Ho, Date Amt,
OK’d for Pay Date Pd.Cash Disc. Amt. Ck. Do.
Stk. Gent. Post, by Date

Fig. 8 . Invoice Rubber Stamp for 
Use with Stock Control

includes the proper entry on the stock control records.
The stamp can bo secured for a reasonable cost from office 
supply companies, and the type can be made small so that 
the stamp will take up less space on the invoice. The use 
of this or a similar stamp can be optional, but it has been 
found useful.

At the tine the stock control system is adopted, a
list of the items In stock on which a perpetual inventory
control is to be kept should be made, and inventory cards1
should be prepared for each item. Thereafter, as those 
items arrive in stock, a card should be made out immedi
ately. The cards of the merchandise in stock should be 
kept separate from the cards of merchandise sold. Just as 
soon as the stock is sold and delivered, the card should bo 
filled out in detail and placed in the completed file under

1. Of. rig. 5, p. wu, ante. ' -----
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the typo of appliance whdre it will be available for future 
reference. It is essential that this information and file 
be kept up to date in order that the stock will agree with 
the card of the perpetual inventory.

It is a very simple matter to set up the recommended 
dollar inventory control syston, because the information 
can be taken from the books without any advanced prepara
tion. A form can be worked up similar to that in Figure 6, 
and the percentages of gross profit on the various kinds 
of sales can be figured. From then on the monthly report 
can be made a part of the monthly bookkeeping. This informa
tion can be consolidated on some of the columnar paper.that 
is left from the rotated inventory control, and a compara
tive statement can he maintained from month to month.

This concludes the establishment of the system and the 
records are now set up. It might be well to take .just a 
glance into the manner in which these records function.



OPERATION OF THE SYSTEM

The operation of the system has been discussed briefly 
in the preceding chapter, especially the working of dollar 
control. However, it nay be interesting to note briefly the 
manner in which the stock records are put to use. The cards 
of the rotated inventory control are made according to the 
manner described in the preceding chapter.

Let us follow Form 3 of the Appendix through the cycle 
of an order; This form is kept, let us say, by the Univer
sity Hardware Company of Tucson, Arizona. Form 3 is a stock 
control card on Pioneer paint which is manufactured in the 
same town. Pioneer paint is rather a largo line as it con
tains a complete line of all kinds of paint, including some 
special paint developed for use in the dry, sunshiny cli
mate of the Southwest• As a result, the stock of each dif
ferent kind of paint is not large and a stock order for 
paint should bo placed at least twice a week in order to 
have a complete stock without investing too much money. 
Prior to the installation of this system of stock control, 
each Tuesday and Friday an inventory of the paint was taken 
and a list made from which a paint order was written up and

CHAPTER 2
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phoned in to the company.
After the installation of the rotated inventory con

trol system, each Tuesday and Friday morning one of the 
clerks (between waiting on the customers) takes the paint 
cards, starts at the beginning of the paint stock, gianees 
at the cans in stock, and jots down the quantities in the 
proper place. The inventory takes only a fraction of the 
time it took previously, because the items on the cards are 
in the same order as the stock and there is no writing to 
be done other than the quantity in stock.

After the inventory is completed, the cards are handed 
over to the buyer and the quantity in stock is compared 
with the maximum, stock at the head of the card. The differ
ence is placed in red pencil just under the inventory taken. 
When all cards have been checked, the buyer calls the 
Pioneer Paint and Varnish Company and asks for the order 
clerk. The quantities in red are given to the order clerk 
with the description of the paint. After the call is mad®, 
the date and an order number are placed in the left-hand 
columns under the proper heading. Then the cards are re
turned to the file. , '

Let us say that such an order was phoned in Tuesday 
morning. This is one of the days the Pioneer Paint Company 
requested that rra make our orders so-that their business 
would be spread regularly over the week. Because of such "
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planning between supplier and customer, better service Is 
rendered. So early Wednesday afte 
drives up with the paint order, 
loads. The number of cartons

this

Sieteet and found to be correct and the delivery receipt is
- ' .signed. The person in charge of receiving merchandise

checks in the shipsront and puts the paint 5
' . ■ing each item on the delivery copy of the order. ‘.Then

is completed, the clerk takes the delivery copy to the of-
„ ■ ■ ' ' ' -  -flee and puts it in the proper basket for

ments.
Ttie bookkeeper is pretty busy and does not have tir<e 

to post this shipment to the stock control cards until the 
following morning. So the first thing Thursday morning ho 
takes the Pioneer paint cards from the file, and in a mat- 
ter of a few minutes he has circled with a red pencil the
order which was phoned in the
items were not shipped but were back-ordered, so these were

. ■ ■ 1 . .not circled. It was easy to post this shipment because the
delivery ticket listed the items in the order as the

A:cards, the order having been phoned in that way. After the
posting to the cards is completed, they are returned to the
file. On the delivery ticket it is noted that the stock 
- ' - ' ' control has been posted and is returned to the awaiting-
aetlon file, ready for checking when the invoice is re
ceived.
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COHOLUSION ; a* 'irmm

. ■ j -
The description of the functioning of the rotated In-

■ ; - ; : ' . .

ventory stock control shows how it Is possible to stream-
■ . . ■ -«

line the present system and do the work efficiently yet at; . ' . . -'v. - -- , - :
less cost than before. Unless a retail store Is run in a
mnner that la more efficient than moot pr 
(1947), the adoption of a system such as j
will increase the efficiency of the store and will provide- - - . - ' TV .1
it with a better stock.

During the time of prosperity it is hard for the aver-
age retail businessman to see anything except the good bus- 
iness he is enjoying at the present. No one hopes for per- 
manent good business conditions more than the author. For 
a moment, let us suppose that business is stabilized and 
that prosperity is permanently and forever established.
Is this any excuse for inefficient business methods? Hot in 
a competitive economy. Unfortunately, perhaps, most of the 
competition remaining today exists among the small busi
nesses. Therefore, if business continues to be good, the 
retail merchant who survives and grows will be the one who 
is striving constantly to improve his business practices.
The adoption of some method of stock control is one way to
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accomplish this.
A general rush to set up systems such as recommended 

herein, is not expected, but it is hoped that this paper 
will point out that it is possible for small retail firms 
to have some form of stock control in order that they may 
be run as efficiently as possible. The reputation among 
the customers of having a well-rounded and complete stock 
is an invaluable asset to any store, and by the use of #u*h 
a system as that advocated herein the small retailor can 
have this reputation for a very nominal sum. Furthermore,_ 
this system.will increase the efficiency and output of the 
present staff, and will not require any additional cost for 
more help.

The author firmly believes the salvation and perpetu
ity of the small retail outlet is dependent upon the adop
tion of the latest methods in running the store. The small 
retailer can compete with the large chain stores by adopt
ing the progressive features of the chain stores and large 
department stores.
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