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INTRODUCTION

"A leak!!! That's no good. Sonet hi ng val uable is dis-
appearing here. We'll have to do sonething about it im
nmedi ately or we'll | ose noney! W won't be able to use
our truck ..."

Wrking in a retail shop you wll often cone across the term

" Leakage". It has the sane neaning as in the exanpl e above:
"sonet hing val uabl e is di sappearing".

Leakage can be a very big problemin the retail trade. | n-
deed, it is because of |eakage that sonme co-operatives have
gone out of business.

Therefore, it is very inportant that everyone working in a
shop knows what | eakage is and where it can occur. In fact
to be qualified for work in a shop you nust know how to pre-

vent |eakage



Using this Elenent, you wll |earn:
« what | eakage is;
« howto find out the amount of |eakage in your shop
« the consequences of |eakage;
« where to ook for |eakage in your shop;
« that you have to take the responsibility for any

| eakage within your field of work.

Read these five |earning objectives once again. Isn't
anot her even nore inportant one m ssing? I f so, which one?

Go back to what was said on page 3 ..

Ble=la|se

Yes, the nost inportant thing is to prevent the |eakage
And this is not sonmething you can learn using this El enent
only.

Not until you know every operation, every little job in the
shop, wll you be able to fight |eakage properly.

So, when studying other topics during your training pro-
gramme, try to renenber the | eakage probl em and what you
shoul d do about it.



WHAT IS5 LEAKAGE?

A few sinple exanples wll
show you what we nean when
we tal k about | eakage in a
shop.

The first exanple involves
a very sinple business ope-

ration. It is about Charlie
who has a stall at the
mar ket .

e One norning, Cbharlie goes to a supplier and buys 400
or anges.

e Charlie intends to sell the oranges for 25c each.* (O

course, that is not what he hinself paid for them He
has added a snmal| anpbunt because he wants to nmke a
profit.)

e SO, in the norning, Charlie has a stock of 400 oranges.
if the price of each orange is 25c, the total STOCK
VALUE at SELLING PRICE is T$100. * That is what Charlie
expects to have in his pocket when all the oranges have
been sol d.

e By the end of the day, Charlie has sold out his stock
and counts the noney. There is only T$97!!

e Charlie has somehow | ost T$3. His profit is |ower than
expect ed! Charlie has had T$3 of Leakage

ri. How did it happen? What was your immediate
reaction? Write it down here.

— _

*  We use an imaginary currency here, because this booklet is used in
various countries. We call it 'Training Dollars' and cents, T$ and c.




MORNING: Charlie has EVENING: Charl%ggk’;as no
k worth T$100. stock left but in
stock W ’ cash. - Why not T$100?

What actually happened in Charlie's stall?  \Wat was the
reason for the | eakage? Were sone oranges stol en? Maybe
he did not receive 400 oranges fromthe supplier, maybe only
388. Did Charlie give too many oranges to a custoner by

m st ake? And that fellow who said "I'Il pay later”, - did
he actually pay ...? Vell, Charlie does not know. And
this is the problemwth | eakage. You don't al ways know
where, when and how it happens.

Either Charlie | ost some of the goods, or he |ost sone noney.
I f he lost sone cash, we could talk about a "cash shortage".
But in this case we do not know what happened, so we gene-

rally talk about Leakage.
But Charlie knows that there was some | eakage and how big it

was. It is easy to understand his reasoning: "Wen I
opened the stall | had stock worth T$100. |"ve sold the
stock but I've only T$97 in ny hand. Sonet hi ng went wr ong

and | lost T$3 through | eakage."

The follow ng norning, Charlie opens his stall wth a stock
of 200 kg of potatoes which he sells at 65c a kg. In three
days he sells out his stock and counts the noney he has
received: T$127.40.



([ . Compare the OPENING STOCK VALUE AT SELLING PRICE
with the SALES in order to see if there was any
leakage. Make your calculations in the space

. below.
( Answer: the leakage was T$. y

It was easy for Charlie to calculate the | eakage because he
sol d out everything. First he had stock, then he had
money instead of the stock. It is just a question of com
paring the two.

If you could do the sanme in your shop, it would be just as

easy to check if there has been any | eakage. Here's an
exanpl e:
43|
- T L EE ===
You have a shop with stock 1 —
made up of different itens. e €4 =EEe

Each item has a selling

price.

STOCK
Added together, the stock of VALUE
all the itenms is worth S ¢ 0.09”
T$60, 000. AT SELLING

PRICE
After selling everything, < __—
you have T$58, 800 in cash. SALES
The | eakage is T$1, 200. LEAKAGE @

Now you know t hat goods for T$1, 200 have been | ost in one
way or anot her. But it will not be possible to know exact -
Iy which itens have di sappeared.



Now t hat we have seen the exanples, |let us agree on the
meani ng of the term"| eakage":

"LEAKAGE" REFERS TO THE GOODS WHICH

DISAPPEAR WITHOUT BEING PAID FOR.

I f noney (received in paynent for goods) disappears,
it is included in the |eakage, just as though the
goods had not been paid for.

HOW TO CALCULATE LEAKAGE

In practice, it is seldompossible to calculate the | eakage
using Charlie's sinple nethod. The reason is that you do
not just purchase stock and then finish it before calcula
ting if you have any | eakage. On the contrary, you buy and
sel |l goods continuously, and therefore the goods wi |l never
be conpl etely finished. But it is still possible to cal cu-
| ate the | eakage!

George is the manager of Pal ma Co-op Shop. Let us see how
he cal cul ates the | eakage for one nonth.

In George's shop, the stock-taking is done at the end of
every nonth. Al'l the itenms in stock are counted, the
quantity and the selling prices of each item are recorded.

In this way the total Stock Value at Selling Price can be
cal cul at ed.

So when George opens up for business on the norning of
1 Cctober, he knows that the Stock Value is T$30, 000.



Now CGeorge is going to check how the val ue of the stock

changes fromday to day.
St ock Control Book.

First he wites down the

val ue of the Qpening Stock.

On 1 Cctober he sells goods
for T$2, 000. He enters
this and notes that the

Stock Value is reduced to
T$28, 000.

On the foll ow ng day the
sales are T$2, 400. The

stock value is now only
T$25, 600.

On 3 Cctober he purchases
nore goods. CGeorge cal cu-
| ates that the ' i
of those goods is T$4, 200.
The stock val ue increases.
It is now T$29, 800.

On 3 Cctober the sales are
T$2, 200. The stock val ue
is reduced accordingly.

For that purpose he keeps a

CHANGES STOCK
+ - | VALUE

afwm;n? 30000

/. 10.
Soles 92,000|28,000
2. 10.

Saleo 2,400{ 25,600

3. /0.

Rur- 4200 29,800
chases

3. /0.
Yaleo 2200127, 600

S \\A

In this way George goes on recording every day all the

changes in the stock val ue.

At any time he will be able
to say what the stock val ue ought to be.

(He al so notes

price changes and other things that affect the stock val ue.
You wll learn nore about this work when you study the

topic Stock Control.)

On 31 October George ought
to have a stock value of
T$34,200. This is the
theoretical stock value
according to his book.

e e v e

31. 10.
Jheoretical] 34,200
Hock Uadue
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But how much is the actual :ZZIOTet&xue

value of the '"closing stock"

on 31 October? George must S?locé l&:&c& 34,‘200

do the stock-taking again.

The stock-taking reveals 240)‘(10.5

that the actual value of the
closing stock is only \97/004/%&6@ - 33,700

T$33,700.

That is T$500 less than the “QZQA&%9€~ = 500

theoretical stock value in
the book. Why is there a
difference?

The reason is that there

were sone changes in CGeorge's
stock which he did not record
in his book - sinply because
he did not know about them

THAT WAS THE | FAKAGE! !

changes in the stock which George did not know
about? What could have happened to the stock to

. reduce its value by T$500? Write down briefly
some possible reasons for this leakage.

h" Before we go on, have you any ideas about those
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Let us now repeat how to cal cul ate the | eakage over a period
of time.

1. Do the stock-taking at the beginning of the period in
order to find the actual stock value.

2. Keep a record of all changes in the stock val ue during
the period in order to know the theoretical stock value
at the end of the period.

3. Do the stock-taking again at the end of the period in
order to find the actual stock value.

4. The di fference between the theoretical and the actual

stock values is the |eakage.

THEORETICAL STOCK VALUE (according to
the Stock Control Book)

- ACTUAL STOCK VALUE (after stock-taking)

= LEAKAGE

Renenber: Al'l val ues have to be stated
in Selling Prices.
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. he | eal . :
Charlie had T$3 of |eakage one day when he was selling oran-
ges. George had T$500 of | eakage in the Co-op Shop one

nmont h. It may still be that Charlie's | eakage was nore
serious than Ceorge's, because we sinply cannot conpare

t hese two anounts. We have to consider the size of the
busi ness.

| nstead of stating the | eakage in terns of noney, we can ex-

press it as a percentage of sales This is a better neasure
Exanpl es:

Charlie's sales were T$100. H s | eakage was T$3. I'n
ot her words, his | eakage was 3. 0%

George's total sales during Cctober were T$50, 000. H s
| eakage was T$500. What percentage is 500 of 50, 000?
Cal cul ati on:

Leakage x 100
Sales

= Leakage in %

500 x 100
50,000 = L.0%

So Ceorge's | eakage was 1.0%




Another shop had T$2,450 of leakage in one year
when the total sales were T$306,250.

Show how you would calculate the percentage of
leakage.

Answer: The leakage was %

-\
f. One co-operative shop had T$240 of leakage one
month when the sales were T$16,000,
Calculate the percentage of leakage. The correct
. answer is 1.5%
\ y,
e )

J

\—

The manager told the committee that the sales had*j

been T$96,240 and the leakage 1.2% during the last

three months. How much had the society lost
through leakage?

Answer: The society had lost T$ . J
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HOW DOES LEAKAGE OCCUR?

Generally, it is difficult to know exactly how, when and
wher e | eakage occurs. There m ght be many reasons for
| eak2rge in a shop

Let us take two different articles as exanples - sugar and
soft drinks - and see how | eakage can occur if we are care-
| ess.

1. Dd you receive the
correct quantity of goods?

You ordered a 50 kg bag
of sugar. You did not know
but it actually contained
only 48 kg.

You ordered 250 bottles
of soft drinks. Later you
di scovered two cracked bott-
Il es in one case.

2. Ddyou store the goods
safel y?

One bottle standing on
the edge of a shelf was ac-
?;dentally knocked onto the

oor .

Rats got at the bag of
sugar and spoiled sone of
it. The bag was pl aced di -
rectly on the floor and sone
of the contents were damaged
by noi sture.
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3. Didyou sell the goods at
the right price?

By m stake the cashier
charged the wong price for
a soft drink; she m stook
it for another brand.

The price nmarked on a bag
of sugar was not clear and a
Iomercfrice was m st akenly
char ged.

4. Did you cause | eakage
when wei ghi ng?
The scal e was not correct-
ly set.

You over wei ghed.

You dropped sone sugar on
t he counter when wei ghing.

5. Were you careful in hand-
Ling noney?

- You nmade a m stake one
day when addi ng up the sales
to a custoner. She was un-
der char ged.



ana


16 -

6. Were any goods used or
i and
not recorded?

- The Chairman of the Com
mttee was entertaining sone
visitors. They were given
dri nks which were never re-
cor ded.

7. Was anything stolen?

A shoplifter managed to
| eave with sone bottles.

A shop attendant was thir-

sty and had a soft drink.
He al so took 1 kg of sugar
hone for his nother but for-

got to pay for it.

8. Did you demand a deposit
for the enpties?

- Some custoners did not pay
a deposit because they pro-
msed to return the enpty
bottles inmedi ately. They
never did.



ana
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These are the nbost common
reasons for | eakage. When
dealing with perishable
goods, you have to add:

9. Didyou arder the right
quantity?

- You ordered too nuch

fresh food. Sonme of it

perished before you could
sell it.

—
. J
(" T i o)
. ake a second look at the nine reasons for leakage
mentioned on pages 14-17. You can see that cer-
tain words are underlined.

. Write them down below and you will have a ''check-
list" when looking for leakage.

- /

sonnel, incidents like those described will not
happen often, and leakage will be kept to a mi-
nimum. This is because the staff know the most
common reasons for leakage, and how to avoid it.

(ﬁ.' In a shop with well trained and experienced per- A

You too now know the reasons for leakage. Let us see
at once if you can list some good rules for preventing

leakage in your shop.

Under each picture on pages 14-17, there is an empty

box. Write down in each box a rule which refers to the

incident described. (For instance, in the first box
you could write: Always check the goods when you re-

ceive them.)

— p,
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—
. Think about the nine reasons for leakage again
and complete the following sentences:

1. The three most common reasons for leakage

in my shop are:

2. I think that the goods which are spoiled

in my shop every week are worth approximately:

3. The first thing we should do in my shop in

order to reduce leakage is to

THE CONSEQUENCES OF LEAKAGE

M. Leaka was tal king on the tel ephone to
hi s whol esal er.

"Pl ease, you nust sell nme at |east 50 kg of

rice... You see, | have a problemhere..
If I have no rice in ny shop, what w Il happen?"
"Yes, M Leaka, | appreciate your problem

but you rnust understand that you owe us too
much al ready. Qur nanager has instructed us
{ to deliver to you only if you pay cash."

But M. Leaka could not do that. In fact, raising enough
noney to cover expenses and renew the stock had been diffi-
cult for quite sone tine.

M. Leaka did not understand what was happeni ng. O course
there was a surplus, but where did it go? H s books were

not properly kept, so he did not know. If M. Leaka had

kept proper records he woul d have known the root of his prob-
| ens. It was LEAKAGE.

Sal es were good, at |east they had been until recently; ex-
penses were nornal . There should be a little surplus.
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But the | eakage was there all the tine, gradually eating
away the little surplus.

Soon the | eakage was eating into noney which was supposed
to be used for other expenses, like salaries and rent. As
t hese expenses have to be paid in any case, the |eakage
began to eat into noney which should have been paid to the
suppl i ers of new goods.

M. L'eaka found that he had | ess and | ess noney w th which
to buy goods. And now this ...! It was a shock to

M. Leaka to realise that his reputation with the suppliers
was so bad that they refused to deliver goods to him

What shoul d happen now?

Shop. What will happen to the shop, to the mem-
bers, to Mr. Leaka? What do you think? Write

-~
” Well, the future is not very bright for this Co-op
. down briefly your suggestions below.

SUPPLIER

Even if it is not always as disastrous as in M., Leaka's
case, heavy | eakage is always a serious matter. A shop

sel ling goods for 500,000 and which has 2% of | eakage is
| osing 10,000. The result could turn out to be an over-
all loss instead of a surplus for the society - no divi-
dend or patronage refund for the nenbers.
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RESPONSTBILITIES

So far you have |earned that:

+ LEAKACE refers to the goods which di sappear w t hout
bei ng paid for;

 LEAKAGE has to be neasured periodically;

 LEAKAGE will reduce the surplus of the shop,
if it istoo highit will lead to a shortage
of cash and goods;

+ LEAKACE is due to many different circunstances.
Common to all of themis lack of care.

At this stage you will agree that it is extrenely inportant
that everything possible be done in order to prevent |eakage.

You will also agree that everyone working in the shop nust
co-operate in this work. Anyone who can cause | eakage can
al so help prevent it.

The Role of the Manager

The main responsibility lies with the manager. He has to
see to it that the goods and noney entrusted to himare
handl ed with great care.

Even when there are other staff in the shop, the nmanager is

still responsible for telling themwhat to do and for giving
t hem proper instruction and training. He shoul d supervise
their work. Good team spirit and good | eadership by the
manager will result in | ow | eakage. This is the corner-

stone for a successful co-operative.

The | evel of |eakage is so inportant, in fact, that it is

used as a neasurenment of a shop manager's ability. A hi gh
| eakage rate in a shop should be a warning that the manager
IS not able to do his job! And a manager who can show a

| ow | eakage figure is considered to be a good manager (al -
t hough other relevant facts nust al so be taken into consi-
deration, such as financial results, sales devel opnent,
menbers' opinions about the services, etc.)
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The | eakage figures should be reported to the Comrmittee re-

gularly. Shoul d the conmittee find the | eakage unaccept -
abl e, they nust take action inmediately.

But what can the commttee do to inprove the situation?
Here are a few possibilities:

The commttee realises that it has made a m stake in
appoi nti ng a nmanager w thout enough know edge of shop
managenent . The comm ttee should nake sure that the
manager is trained wthout delay, before the nenbers

| ose nore noney through | eakage.

| f the manager already has sufficient training, the com

mttee may consider himunsuitable for the job and dis-
m ss him

In the case of serious m snmanagenent, the commttee

coul d even request the manager to refund the society
for the high | eakage.



22 -

"Normml®  Leakage

However effectively you conbat | eakage, you wll find it
al nost inpossible to get rid of it conpletely. For exanple,
evaporation affects certain goods in a hot climate, and this

is difficult to avoid. Mdst shops have to accept a certain
| evel of | eakage.

What shoul d then be accepted as "normal " | eakage? It depends
on the type of shop and goods you are dealing in. Here are a
few general guidelines:

1]

Leakage (including any re- :
corded danage and wast age) = =l F| &=
shoul d not be allowed to
exceed 0.5%in a counter-
service shop with only a

few perishable itens in C @

st ock.

A counter-service shop.

VEGETABLES

|f you sell a great dea
of fresh food the figure
may be up to 0.5% hi gher.

A counter-service shop
with fresh food.

-
. - ~ (=1 533 (a4 [
ofalc]cle
o Jola[e]o s G
=g = 23 S G el=12

@@@

Al'low up to a further °
0.5%in the case of a
sel f-service shop

A self-service shop
with fresh food.
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Thus the | eakage in a self-service shop with a |ot of
perishable itens in stock should not be allowed to exceed
1.5% of sales.

However, when exam ning the | eakage, the manager and the
conmi ttee should al so consi der

The standard of the building in which the shop is |oca-

ted.  High | eakage could indicate that the building is
not suitable for a shop. A | eaking roof or a bad floor
which is difficult to keep clean will certainly cause a

| ot of | eakage.

The environnent. In a city area with a high crinme-rate
you woul d expect nore | eakage than in a quiet village.

‘ What leakage figures could be considered '"normal"
for the various shops in your area? Write down

your suggestions in the circle at each picture.

Controlling |leakage
You will now understand that it is possible to calcul ate
t he | eakage conti nuously. A manager or a conmttee can,

at any time, organi se stock-taking and find the | eakage
| evel .

But to be able to do this you need proper records of stocks

and sal es. Unl ess your records tell you exactly how much
you are supposed to have in stock when stock-taking, you
will not be able to cal culate the | eakage correctly. So
be careful! If the figures in the books are wong, the

commttee nmay be misled into taking the wong action.

If you are expected to take the responsibility for |eakage
control in your shop, you need to | earn nore about keeping
records, stock control and stock-taking These topics are
dealt with in other MATCOM El enents.

But there is sonething which is extrenely inportant. What
is it? We nentioned it earlier in the book. Go back to
page 4 if you don't renenber
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PREVENTING LEAKAGE

In other MATCOM El enents we will discuss what you should do
in order to prevent |eakage. In this Elenent we have dis-
cussed where | eakage occurs and, just as a sunmary and a pre-
paration for your further studies, we will state the basic

rules for the prevention of |eakage.

Leakage will be prevented if goods and cash are handled with
great care. In particular, you nust observe the follow ng:

No.

1 Order goods in the right quantities.

2 Check the goods when you receive them

3 Store the goods safely.

4 Be careful when wei ghing. Pre-pack if possible.

5 Mark each itemclearly with the correct price.

6 Make sure everything sold is correctly paid for.

7 Check that a deposit is paid for enpties.

8 Bewar e of shoplifting

9 Make sure that the staff renmmi ns honest.

10 Keep correct records of stocks and sal es.

compare with the ones listed above?

r" How do the rules you wrote down on pages 14-17 )
. Please check!

A1l the above rules are important, but in your
shop some may be more important than others when
it comes to reducing leakage. Use the right-
hand column to re-number them according to their
importance in your shop.
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CHECK-OUT

To prove to yourself that you
have fully understood this Ele-
ment, you shoul d now go through
the follow ng questions. Mar k
what you think is the correct
answer to each question. If you
have problens with a particul ar
guestion, go back and read the
correspondi ng chapter again.
Your teacher wll later check
your answers.

1 To avoi d | eakage, you shoul d

A take stock often
work with care
C work faster

2 The | eakage of a small counter-service shop
not dealing in fresh food, should be bel ow
A 0.5%
B 1.0%
C 1.5%
3 To find the anmount of |eakage, it is necessary to:

A prepare a bal ance sheet
B wuse a cash register
C keep records of stock and sales

4 Bad price-marking can cause | eakage because:
A it takes tinme to find the right price

B a lower price may be charged by nistake
C price labels are too dear

5 The actual stock value is T$2,460. The theoretical
stock value is T$2, 560. How nmuch is the | eakage?

A There is no | eakage.
B T$100
C T$2, 560

cont .
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A
B
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12

You are selling kerosene. You nake sone m st akes
concer ni ng:

measuri ng

deposits for containers

storing
Wi ch m stakes coul d cause | eakage?

A Only the m stakes concerning storing and deposits.
B Only the m stakes concerni ng neasuri ng.
C A three types of m stakes.

What coul d cause | eakage?

A High freight costs.
B Low prices.
C Lack of delivery control.

To find the actual stock val ue, you have to:

A check the stock control records;
B check the sal es records;
C take stock.

Rats and insects can cause | eakage because:

A they frighten away custoners;

B they nean that a | ot of noney nust be spent
on traps, etc.;

C they spoil and eat the goods.

To find the | eakage you have to conpare:

the theoretical stock value and the actua

stock val ue _
t he opening and cl osi ng stock val ues;
the stock value at selling price and at cost price.

Ow >

The total sales one year were T$450, 000. Leakage
was 0.8% In noney terns the | eakage was:

A T$360;
B T$800;
C T$3, 600.

You are maki ng up one-kil ogram bags of sugar. You may
cause | eakage by:

A spilling some sugar on the floor;
B putting only 0.9 kg in some bags;
C working slowy.
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COMPLEMENTARY EXERCISES

Bef ore you have conpl eted

your studies of this topic LRI
you have to take part in el ek
some of the follomﬁn? gr oup BEEteEa A
exercises, which wl e or-

gani sed by your instructor.

DISCUSSION

PRACTI CAl GRAUP ASSI GNVENTS

Leakage Survey

Study the work of the assistants, the shop |ayout, the
di spl ay of goods and ot her arrangenents in one sel ected
shop. Wrk out a list of "l|leakage risks" in that shop,
i.e. places and jobs where | eakage may occur

o .
In order to find out about the |eakage problens in the
co-operative shops in the area, interview sonme rel evant
peopl e, such as shop managers, auditors, Departnent
officers, etc. Ask about the normal (acceptable?)
| eakage | evel s, common and speci al | eakage probl ens,
etc. Report your findings to your fellow trainees.

CGRAUP DI SCUSSI ONS

3. The loportant Rules

Wthin the group, conpare your answers to the question
on page 24. Try to agree on a ranking order which

wi Il be applicable to an average shop in your area.



Consequences of |eakage
Wthin the group, conpare your answers to the question
on page 19. Conpare al so your practical experiences

of the | eakage problem Has anybody in the group dis-
covered or been aware of a | eakage problemin his/her
shop and been able to solve the probl enf?

Ihe Best Manager

Three managers were offered the sane shop to nanage for

one year each. We assume that the conditions were the

sane for all three of them Here are their results
Manager A Manager B Manager C

Sal es 200, 000 400, 000 400, 000

Leakage 0.5% 1,000 1.0% 4,000 1.2% 4,800

Net surplus 4.0% 8, 000 3.0% 12,000 3.5% 14,000

A has a | ower | eakage and a hi gher percentage surplus

t han B. I's he the better nanager of the two? But he
negl ected t he sal es. Which is nost inportant?
Di scuss.

B and C are equally good sal esnen. B has the | ower | eak-
age. Is she the best manager? D scuss.

e d -
il
U
MANAGER A MANAGER B MANAGER C
LEAST HIGH HIGHEST

LEAKAGE SALES SURPLUS





