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HOW TO LEARN

Study the Elenment carefully.
Gve witten answers to all the questions in the El enent.
This will help you not only to learn, but also to apply
t he knowl edge in your work at a |ater stage.

After studying the Elenent on your own, discuss it with

your instructor and your coll eagues, then take part in
t he practical exercises organi sed by your instructor.

TRAI NER' S NOTES

are available for this Elenment. See the Trainer's Munual
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INTRODUCTION

Thomas i s the manager of the
Il angu Co-operative shop,
and Betty is one of the

assi stants.

Thomas is busy in the office
when Betty enters.

"I just sold the | ast packet of soap," she tells him

“"Are you sure there isn't another box of soap in the store-
roon?" he replies.

“I can't find any."

"Well, then I'd better go and get sone. Any ot her goods we
need?"

Thomas prepared an order formand went to the whol esal er
A few hours later he returned with two boxes of soap and
sone ot her goods.

"Good you are back. Three custoners have asked for soap
whil e you were away," said Betty.

"Don't worry, they'|ll conme back," said Thonas.

"I don't think so," said Betty. "They went to Watson's
G ocery Store - they never run out of stock, you know. "

Thomas felt a bit ashanmed. It had happened too often lately
t hat goods were out of stock in his shop, and the custoners
had to go el sewhere. As a matter of fact, the shop inspec-
tor had told himthat sonething was wong with his ordering

syst em

Yes, maybe he was right. Thomas decided to do sonething
about it.



SELECTION OF SUPPLIERS

Maybe the cause of the problemwas with the suppliers, the
whol esal ers? Could they be blanmed for Thomas' probl ens?

For a retailer it is very inportant to have good, dependabl e
suppliers of goods. In many places the choice may be very
limted, because the Governnent has given the sole right of
whol esaling to sone national tradi ng conpani es, or there

nmay be a co-operative whol esal e society which serves al
co-operati ve shops.

In Thomas' case, he actually had a choice. There were sev-
eral whol esal ers operating at 1l angu. The Bottling Conpany,
the Dairy and the Textile Conpany were the sole distributors
of their products, but there were several suppliers to choose
between for the supply of groceries and hardware.

When |1 angu Co-operative opened sone tine ago, Thomas had
checked the stock range of all the whol esal ers. Three of
t hem st ocked nost of the goods he needed; MIton's Wol e-
sal e Conmpany, Ruta Brothers and the Southern Tradi ng Conpany.

Thonmas wanted |1 angu Co-operative to becone a regular custo-
omer of _one of these conpani es, because regul ar custoners
normal |y receive better service than the occasional custoner.
For instance, as a regular he could expect priority and a
fair supply in case of shortages.

Ruta Brothers was the snall est conpany of the three. Their
prices were sonetinmes a little | ower. Thomas had ordered

sonme goods from them but had to stop because they could not
deli ver what he had ordered.

MIlton's and Sout hern Traders were chargi ng about the sane
prices. Sout hern Traders offered a to discount on orders
above T$25,000.* MIlton's gave no discount, but offered

* We use an imaginary currency here, because this booklet 1s used in
many countries. We call it "Training dollars and cents"(T¢ and c).



delivery free of charge to the shop once a week. Thonas
found the free delivery nore val uable than the 1% di scount.
He sel dom purchased quantities |arge enough to benefit from
t he di scount, anyhow.

MIton's were known to keep their prom ses and to deal with
conplaints in a fair way. Further, they offered good pay-
ment conditions - 10 days to pay the invoices. So Thonas
and his commttee had decided that MIton's Wol esale Com
pany was the best supplier for Ilangu Co-operative. So far
he had not had any reason to regret that decision. No, MI-
ton's could not be blanmed for the "out-of-stock problens"

I n Thomas' shop, there nust be anot her reason
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Reliability? Delivery costs?

Stock range?  Quality of goods? | Payment conditions?

. Prepare a list of the things you have to think
about when you select a supplier.




ORDERING INTERVALS

"You shoul d have fixed days for preparing the orders and re-
ceiving the goods," - this was one of the remarks of the shop
i nspector when he tal ked to Thomas about his ordering system
"And nmake full use of MIton's free delivery service once a
week instead of going there yourself to pick up goods tine
after time. A good ordering systemw |l help you to avoid
m stakes and you will save tinme and becone nore efficient.”

Thomas decided to take the advice of the inspector. He agreed
with MIlton's Wol esal e Conpany that he would send them his
order every Tuesday, and the goods shoul d be delivered the
foll owi ng Thursday.

But what about the other suppliers like the Bottling Conpany
and the Dairy? Thonas understood that he ought to order re-
gularly, but he had sonme difficulties to decide at what finter-
vals.

The Il angu Co-operative usually sold soft drinks for about
T$4,000 a nonth. First Thomas thought that he shoul d prepare
just one large order every nonth. Then transport would be
cheaper, and they would al so get a special bonus because they
ordered so nmuch at a tine.

Then Thomas realised that there were sone di sadvant ages, too.
It would be very difficult to accombdate so many bottles in
t he shop,there would hardly be any space |left for other goods.
And it would not be easy to predict which types of drinks
woul d be sold during a whole nonth so sone m ght be finished
and he woul d have to send in extra orders anyway. Thomas was
also afraid that the bottles m ght become very dusty or sone
even damaged when stored such a long tine. But the main dis-
advant age whi ch made hi mgive up the idea concerned the use

of the available capital .



I f soft drinks were ordered once a nonth only, the co-opera-
tive society woul d have to pay some T$4,000 to get a sufficient
stock. They could not afford that unless they reduced pur -

chases of other goods. The stock range woul d be decreased

and so would the sales. Thomas conpared the two alternatives:
nont hl y and weekl y purchases.

Monthly purchases Weekly purchases
Thomas orders drinks for Thomas orders drinks for
T¢4,000. It takes a whole T$1,000 only. He uses T$3,000
month to sell this stock. for other goods. All 1s sold

within a week.
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Surplus made in one month: Surplus made in one month:
(107) T$ 400 (10%) each week T$ 400
' x 4
Total T¢ 400
a Total 781,600

The gross surplus earned on the T$4,000 invested in stock
woul d be four times higher if the stock was turned four
times a nonth instead of just one.

So Thomas decided to start ordering soft drinks weekly. In
general it would be practical and econom cal to order nost
goods ance a week. Only fresh food woul d need to be ordered
nore often in order not to deteriorate.

At places where transport is very expensive, it mght be
necessary for the smaller shops to order |ess often, nmaybe
once or twice a nonth only. It may al so be a good idea to
find out if transports, and thus the transport costs, could
be shared with sone other shops.



Wth the new system of regu-

lar ordering on fixed days, | TUES | ( Tuesday!
‘ Order day!

Thomas had to remenber two
t hi ngs only:

to prepare orders every
Tuesday,

to order the right quan-
tities, so that nothing
woul d run out of stock.

We shall soon see how he
managed to do that.

" Why is it a good idea to have a fixed ordering
day?




RE-ORDERING LEVELS

Thomas had decided to order groceries once a week, and he
was now determ ned to avoid any "out-of-stocks" in the
future

On Tuesday norning - order day - there were sone 20 tins of
margarine left in stock. If Thonas ordered nore nargari ne

now, he would get it on Thursday, but by then he would cer-
tainly still have plenty of margarine left of the old stock.

Thomas thought that 20 tins JUng
were quite a lot, so he did zé7

not order any nargarine.

TUES

On Saturday the stock was
exhaust ed. He had to expl ain
the shortage to the custoners.

Next Tuesday he did not for-
get to order margarine.

But he did not receive the

new stock until the follow ng
Thursday. Al nost a week with-
out any margarine in the shop!

Thomas realised that he should definitely have ordered nar-
garine when there were only 20 tins left. He sinply had m s-
calcul ated the sales and the long tinme until the next order
day. Let us help Thomas to properly cal cul ate the order
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TJo deternmine the re-order | evel

Today is order day, Tuesday 6 July. The question is:
shoul d Thomas order margarine or not?

Today!
\
Order Delivery Order Delivery
Day Day Day Day

JULY |} JULY || JULY || JULY JULY || JULY || JULY JULY | JULY |1 JULY

6 78 |9 10 12|13 /14 15 16

TUES WED THUR FRI SAT MON TUES WED THUR FRI

|f he orders now, he will get the delivery on Thursday 8
July.

I f he decides not to order anything this week, he will get
anot her opportunity on Tuesday next week. Then he will re-
ceive the margarine on Thursday 15 July.

So, if Thomas does not order today, the present stock of
margari ne nmust last fromtoday until 15 July. This is one
and a half weeks.

To nmake the correct decision, Thomas needs to know two
things. The first one is easy to find out: how many tins
are there in stock today? Thomas counts. There are 30 tins.

The second one is nore difficult: how many tins wll be
sold during the next one and a half weeks? Margarine is a
rat her common item requested by several custoners every
day. Thomas tries to estimate - well, in a week they may
sell 30, sonetinmes as nuch as 40 tins.

That nmeans in one and a half weeks - the tinme until the
next delivery day - they may be able to sell at nobst 60 tins.

60 is the small est nunber of tins Thonmas needs to have in
stock today, if he is to postpone the ordering and yet be
sure not to run out of stock. 60 is "the m nimum safe stock
| evel " for one and a half weeks.

We can say that 60 is the re-order level for margarine. | f
the stock is belowthis |level we nust order. If the stock
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is above this level, we need not order anything this tine,
we can wait until the next order day.

Thomas has only 30 tins of margarine in stock, and the re-
order level is 60. He has to order sone nore today.

The re-order level is a very useful figure. It helps us to
qui ckly see if we need to order any nore goods, or if we can
post pone the ordering until next ordering day.

Thomas has to determine the re-order levels for all the goods
he keeps in stock. Betty, the shop attendant, hel ps him

"We might sell as nuch as 30
tins of coffee during one and
a half weeks. And sone 100
smal | packets of tea.”

In this way they go through
the stock list and determ ne
the re-order levels for all
the various commodities in

t he shop.

They try not to overestinmate how much they will be able to
sell. But when they do not know for sure, they add a little
because they want to make sure that nothing runs out of stock.

Thomas notes the re-order levels for all goods in a special
book. More about this |ater.

' Mention some disadvantages of setting the
re-order levels

a) too low

b) too high
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ORDERING QUANTITIE®S

Again it was Tuesday norning. In the Ilangu shop, Thomas
prepared the weekly grocery order. The stock of wheat fl our
was sone 30 kg. It was just enough for a few days' sale,

so he had to order nore. How nuch shoul d he order?

The re-order |level for wheat flour is 90 kg. If there had
been at |east 90 kg in stock, there had been no need to
order anything now. Thomas coul d have postponed ordering
until next week, without risk of running out of flour.

But now he actually had a stock of 30 kg only. It was 60 kg
| ess than the |l evel of 90 kg. Therefore Thomas shoul d order
at | east 60 kg.

Re-order - Actual —_ Quantity
level stock - needed
E e B B Hcreer o,

kg | 1kg | 1kg | tkg | tkg 'l

oo o | o o o flowr20al)
90 kg s =%, ot 20k
plotr 201 ) Llotr 20k

30kg 60kg

Thomas needed to order 60 kg of wheat flour. At Mlton's
Wol esal e Conpany they sold wheat flour in bul k packages
of 20 kg. So Thomas ordered 3 such packages.

Suppose there had been 40 kg of flour left in stock. In
that case Thomas shoul d have ordered 50 kg only.

Re-order | _ Actual _ Quantity
level stock - needed
90 kg - 40 kg = 50 kg
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50 kg of wheat flour is 2 1/2 bul k packages. But MIton's
sell only full packages. Thomas nust choose to buy either
two or three packages, that is 40 or 60 kg of flour.

If Thomas had needed just 41 or 42 kg he could have taken

a chance and bought only 2 packages = 40 kg. But since he
needs 50 kg he is likely to run out of stock unless he buys
3 packages = 60 kg. It is better to be on the safe side,
particularly when ordering an itemwhich the custoners are
not wlling to wait for.

To order the right quantity of a coomodity, we need to know
two things:

What is the smallest quantity we need to order?

What is the content of one bul k package?

. How much should Thomas order? Fill in the
column "Number of packages to order".

Content of Number of

Re-order 1 bulk packages
Item level Stock package to order
Tuna fish 28 tins 5 tins 24 tins
Rice 120 kg 40 kg 50 kg
Detergent 32 pkts 25 pkts 20 pkts
Soap 30 bars 9 bars 10 bars
Lrregular supply

Thomas was very careful to prepare the order every Tuesday
mor ni ng. He checked all the stock and conpared it with the
re-order levels. Yet, one day |langu Co-operative ran out

of sugar.

This was due to a general shortage in the region, sugar was
sinply not avail able at the whol esal ers. A nonth passed be-
fore there was again any sugar.
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Thomas coul d have avoi ded running out of stock if he had
ordered the sugar earlier, and if he had ordered a quantity
| arge enough to |ast the whol e nonth.

Last nmonth there had been a shortage of cooking oil and
detergent. Who knows what goods will be out of stock at

t he whol esal e depot next nonth, Thomas thought. If he was
to avoid any nore shortages of this kind, his stock would
need to be increased enornously. The co-operative would
becone nore |ike a godown than a shop. And Il angu Co-
operative had neither the space nor the noney for that.

But Thomas realised that certain goods were nore inportant
than others, e.g. salt, sugar, kerosene and matches. They
were used al nost daily by nost nenbers, and there were no
substitutes for themin case of a shortage. Therefore
Thomas decided to lay in an extra stock (a "buffer stock")
of these essential itens. Thus he woul d probably be able
to avoid the shortages which were nost irritating to the
members.

On pages 10 - 11 we | earned how Thonas cal cul ated the re-
order levels for all the goods in his shop. In order to
form buffer stocks Thomas shoul d now sinply Lhcrease the re-
order levels for these essential goods. For instance, if

he doubl ed the re-order level for salt, he would al ways

have a buffer stock of salt that would | ast for one extra
period in case the supplier suddenly ran out of stock.
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ORDERING TECHNIQUES

Thomas has now devel oped a system for his ordering. These
are the corner-stones of the system

He orders goods at regular intervals [e.g. once a week

for groceries).

He has a fi xed order day (Tuesday for groceries).
He has fixed re-order level s for all goods.

The actual preparation of the order every Tuesday norning
seened to involve a |ot of work. For each commodity, Thomas
had to:

check the actual stock

cal cul ate how nmuch he needed to re-order, if anything;

translate this quantity into a nunber of bul k- packages.

As Thomas feared that this work woul d take too nuch of his
time, he soon found a technique that nade the weekly order-
ing run snoothly.

A stock | st

First of all Thonmas deci ded
he needed a list of all the
goods sold in the shop. That
woul d hel p himnot to forget
anyt hi ng when preparing the
order.

il

NVOICES ]

/
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Sone whol esal ers print special catalogues of all the goods
they sell, or even special order forms, which can be used

by the retailers. Unfortunately, there was no such suitable
list fromMIlton's, so Thomas had to make up his own.
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Thonmas already had a price list for his conplete assortnent.
For practical reasons he decided to use the sane list for
his ordering work, with only m nor additions.

In this list the various goods were grouped together in a
| ogi cal way. Ti nned food of all kinds were witten on one
page, bread and biscuits on another, spices on a third,
cereals on a fourth, cleaning material on a fifth, and so
on. It was very easy for Thomas and his assistant to | ook
up any article in the list quickly.

Al'l the pages were kept in a sturdy ring-binder, and the
lists were filled in with pencil. This nmade it possible

to change prices and other information when needed, and any
page could be conpletely re-witten and exchanged if there
were too many chances.

Here is a sanple page fromthe stock list:

COOKING FATS

1Kk d Trade Cost of Total Unit
Item Bu . Re-order margin 1 bulk selling selling
quantity level o ] .
7 package price price
Margarine
Bong 36 | 20 12 | 46,80 53.18 | [.48
250-g tin :
Margarine
Bong /8 15 12 | 4590 52.16 | 2.90
500-g tin

Maize oil

Sun Prima 24 25 ,0 6720 7467 3”

1/2-1it tin

Maize oil

Sun Prima ([’.) 5 /0 9600 ’0667 2667

5-1it can

Olive oil

Tin-Tin 20 | 10 I5 |52.00| 6l.18 | 3.06

300-g bottle
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All the informati on Thomas needs for ordering can be found
in the colums "lIten', "Bulk quantity" and "Re-order |evel".
The ot her columms contain information which Thomas w Il need
| at er on, when receiving the goods.

Usual | y Thomas had to order full bul k packages, as the whol e-
saler did not agree to split the cartons, boxes, bags, druns,
etc., and this also made the handling of the goods easier for
Thomas.  But to be able to order, he had to know the content

of one bul k package, that is the reason for the colum "Bul k
quantity". | n sonme cases Thomas could buy |ess than a whol e

bul k package. He indicated this by brackets.

In the next columm Thomas noted the re-order levels for al

i tems. He based the figures on his and Betty's experience
of what they used to sell, and he al so | ooked up ol d orders
and invoices. He renenbered to double the figures for those
sel ected, essential itenms of which he wanted a buffer stock.
of course he did not get all the figures right in the begin-
ni ng, but he soon was able to correct his m stakes.

If the stock of a certain
commodity was still above
the re-order |evel after
many weeks, the figure was
probably too high ....

on the other hand, if
an itemwas finished before
t he next delivery day, the
re-order |evel was probably
too | ow.




TIhe stock check

The stock list proved to be a very useful tool for Thonmas'
ordering. Wth the list in his hand he went around the
shop every Tuesday norning and checked the actual stock of
each commodity. Was there enough stock for the com ng
period, or should he order nore?

"The re-order level for the small tins of Bong margarine is
20," Thomas read in the stock list. A quick glance at the
shelf told himthat there were nore than 20 tins left: no
need to order any nore.

O the 500 g tins, there were only 8 tins left. The re-
order level was 15 tins, so he should order 7 (15-8=7).

But in the stock |ist he could al so see that the small est
guantity he could order was 18, the content of one carton
So Thomas noted to order one carton of 500 g Bong margari ne.

| e
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For the stock check to run smoothly, it is inportant to have
a wel | -arranged di spl ay. Al'l goods should be easy to find
and to count. Therefore, in the Ilangu Co-operative shop:

t he goods were displayed in comodity groups - the same
groups as in the stock list;

every comodity had its fixed pl ace;
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if possible, every combdity was displayed at one place
only;

t he packets and tins were displayed in neat rows on the
shel ves.

When Thomas had fini shed the stock check in the sales room
he went to the storeroom He had to nmake sure that none of
t he goods he intended to order were still there.

Checki ng the goods in the 44J
storeroom was al so easy,

because Thomas kept it in
good order. Most of the
goods were in the selling
area anyhow, displayed on

any
the shelves. Only a few I s il a—
PRODUCT 36“ PAX | = )
seal ed cartons and bags M ! N T .Y
_ — Vﬂ 19 sor pRICE by,
were in the storeroom and g 1uﬂ Px¥4J\sum‘ HDOKGA 3k
the content was clearly olf fgm 2#;?: — ;;ii;iL
written on them Mi*' | ) e Al e

The order

Only one thing remained to be done - to send the order to
MIlton's the sane day, so that they could prepare the con-
signment for delivery on Thursday, as agreed.

In sone areas, orders are placed by tel ephone or by mail.
Thomas had a special and very dependabl e arrangenent: he
sent the order with one of MIlton's drivers who happened to
pass the shop every Tuesday on his way back to the depot.

O course, Thomas kept a car-
bon copy of the order form
He woul d need it on Thursday,
to check if he received what

he had ordered.
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After sonme weeks Thomas got used to his new, inproved order-
ing system and the whole procedure of checking the stock
and cal cul ati ng how nuch to order did not take himnuch tine
at all.

Thomas used this system when ordering the groceries and the
nost comon non-food articles fromhis main supplier MIton's.
But he found that he could use the sanme techni que when order-
ing fromother suppliers. He just had to calculate the re-
order levels according to the intervals between orders, and
the delivery tines.

Thomas found that it was much COOP
J

easi er to manage the shop SRY FOOD
with the new ordering system |S=7 Oc===
The "out-of - st ock" situations 5 ”
becane very rare. There was
no need for himany nore to
run down to Mlton's now and
again to pick up mssing
goods; he could stay in the
shop where he was needed.

The nenbers noticed this, and they were al so happy to see
that the shop had nore goods to offer than before. It was
all a result of the new ordering system It hel ped Thomas
to use the working capital in a nore effective way, and to
keep his stock "under control”
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IRREGULAR DEMAND

Thomas' new ordering systemwas very practical for all com

nodi ti es which were sold throughout the year. But it did
not work in a situation like the follow ng:

Every year when the farm ng
season began, people cane to
the Ilangu Co-operative to
buy seeds and fertilizers for
t heir vegetabl e gardens. For
a coupl e of weeks they bought
also quite a | ot of garden

i npl enents.  \Wen the season
was over nobody wanted these
things until next year.

Goods that are bought on certain occasions only should not
be kept in stock all year. They shoul d be avail abl e when

t he season begins, and as little as possible of them should
be left in stock when it is over.

Thomas kept a calendar in

whi ch he marked all the occa-
sions when they sold seasonal
goods. And he al so narked

t he dates when he shoul d
order them as a rem nder.

Wien it was tinme for ordering, Thomas consulted his cal endar
for the previous year. There he had nade sone sal es notes.
For exanple, he could see that he had sold 48 snmall bags of
veget abl e seeds, and 98 bags of fertilizer last year. This
i nformati on was useful to himwhen ordering the sane como-
dities again.



Anot her met hod which could be used in simlar situations is
to ask the custonmers to order in advance. This is especially
recommended for expensive goods. Also, to avoid non-serious
orders, it is advisable to ask the custoners to pay part of
the price in advance.

" Which "seasonal goods" do you sell in your shop
at present?

Which other "seasonal goods" could you possibly
offer for sale?

The people in Ilangu had their special traditions as to the
harvest season, celebration of certain holidays, and so on

on such occasions they would buy certain goods in |arger
quantities than usual. Although the re-order levels in
Thomas' stock list included the highest expected sale, such
aoccasional increases 1 n demand were not included. |nstead,
Thomas had noted foreseeabl e occasi onal demands in his cal-

endar, so that he would renenber in tine to order sone extra
goods.

' List a few items for which demand increases at
certain times of the year in your area.

Time/reason for

Item increased demand
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REPLACEMENT ORDERG®S

To be on the safe side, Ilangu Co-operative kept a buffer
stock of the nost inportant comodities, as we nentioned on
page 14. But what should they do when other goods at tines
were not avail able at the whol esal er?

"I would like a small tin of
Bong margarine, please." = =% I'm sorry, %)

B2y Mrs Salult,but |3
we have ..

"Sorry, Ms. Saluli. Ve
didn't get any small tins
this week. But we have
smal|l tins of Solo Fat, and
we have Bong in big tins."

"Then | will take a smal
tin of Solo Fat."

As soon as Thomas |earned that a commodity was out of stock
at the wholesaler, he tried to find sonething else in his
stock to offer his custoners instead. If there were simla
goods for sale in the shop, he could expect to sell a littl
nore of themthan usual. So he did not forget to order a
little extra.

However, it would be risky to replace the m ssing goods by
sonething they normally did not sell in the Ilangu shop.

For exanple, the Ilangu shop b'w;’vgizz:ipi22izg;" =
al ways carried only one brand |:[ijii ; : D—
of tea, the popular Wite
Star Tea. Once, when it was =
not available, Thomas deci ded 'ZJEzﬁ?‘v
to replace it by ordering .

G een Special Tea.

[ A |
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But the custoners did not like this tea as nmuch as their
usual brand, so they bought |ess. And when they coul d get
Wiite Star again, nobody wanted to buy the G een Special any
nor e. Thus the Ilangu shop had a stock of tea that was very
difficult to sell

Wien there is a general scarcity of goods, one m ght some-
tinmes feel tenpted to order whatever goods are avail able -
just to get sonething to put on the shelves.

This could be a very serious m stake. The shop may becone
filled wwth goods that few custoners want to buy. And when
t he needed goods are avail abl e again at the whol esal er,
there m ght be no noney left to buy them because all the
noney has been invested in the "dead stock” still on the
shel ves.

Therefore, it is usually better to wait for goods that are
tenporarily out of stock, than to substitute them by things
which are normally not included in the stock range.
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SUMMARY

Here is a summary of this booklet. It will help you to re-
view the content. Read the sumary slowy, try to renenber
t he reasoning and the main points under each headi ng.

Sel ect suppliers

® \Wich suppliers are avail abl e?
@® \Wich suppliers are the best?

assortment of goods
- regul ar supply
- services

prices

Decide ordering intervals

@® Short periods nean better econony, but ordering costs
must be consi der ed.

® Fixed days for ordering.

Fix re-order levels

Deci de "m ni rum safe stock | evel s"

hni E lering
Find out the actual stock of each item

Cal cul ate quantity required, if any.

Translate this quantity into a nunber of bul k packages.

Increase orders to neet occasionally increased demands.

Be careful not to replace out-of-stock goods by itens
which are normally not included in the stock range.
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"CHECK-OUT"

To prove to yourself that you have fully
understood this Elenent, you should now
go through the follow ng questions.

Mark what you think is the right answer
to each question. If you have probl ens
with a particular question, go back and
read the correspondi ng chapter again.

Your teacher wll later check your
answers.
1. Wi ch is a good reason for shorter intervals between

order _ days?

a Quantity discounts keep costs down.
b Transport probl ens are avoi ded.
C Less noney is needed for investnment in stocks.

2. To order smaller quantities of each comodity at a tine
could lead to increased sal es. Wy?

a Prices can be kept on a higher |evel.

b The avail abl e capital can be used for a w der
assortnent of goods.

C Sone of the avail able capital can be placed in a
savi ngs account.

3. How woul d high transport costs possibly affect
ordering interval s?
a Intervals should be shorter.
b Interval s should be | onger.

c Transport costs should never affect intervals.

4. How do you cal culate the quantity you need to order?

a The quantity is equal to the re-order |evel

b The quantity is equal to the re-order |evel plus
t he actual stock.

c The quantity is equal to the re-order |evel mnus
t he actual stock.

5. Your re-order |level for tea is 80 packets. You have
36 packets in stock. There are 30 packets in a carton.
How many cartons should you order?

a One carton
b Two cartons
C Three cartons



=]

10.

11.

12.

O whi ch goods should you keep a buffer stock to be
prepared for a supply shortage?

a Al foodstuffs
b Essential goods for which there are no substitutes
C Goods which are not sold by your conpetitors

What docunent should you use when preparing an order,
to be sure not to forget anything?

a Alist of the conplete assortnent
b A copy of the previous order
c The stock control register

Whi ch information should be included in the stock |ist
to make the orderina easier?

a Last year's average sales
b Trade margi ns and mar k- ups
c Re-order levels and bul k quantities

How shoul d the re-order level be adjusted if a comodity
runs out of stock?

a The re-order |evel should be increased.
b The re-order |evel should be decreased.

c The re-order |evel should never be changed.

What shoul d you do to make the stock check easy?

a Keep nost of the goods in opened cartons.
b Keep a special register.
c Keep a wel |l -arranged and tidy display.

VWhich is the best information to help you deci de order
quantities for seasonal goods?

a  The stock control register
b The whol esal er' s advi ce

c Your own notes about | ast season's sal es

What is the best alternative, in nost cases, when a
commodity is out of stock at the whol esal er?

a Make sure Kou have enough stock of other simlar
goods which are usually sold in the shop.

b Order a new article that possibly could repl ace
t he m ssing one.

C order anything el se so that the shop is always
full of goods.
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COMPLEMENTARY EXERCISES

Practical Goup Assignments in a Shop

1 Eixing re-ordecr levels

a

Interview the manager and the sales staff of a shop
in order to find out the average weekly sal es vol une
for 10 conmon articles. [Conpare, if necessary, with
I nvoi ces, orders, etc.)

Based on the interviews and the actual ordering in-
tervals and delivery tinmes, calculate the re-order
levels for the 10 articles.

Conpare your re-order level figures with the figures
on which the manager is actually basing his orders.
In case of large differences, discuss possible rea-
sons with the manager.

) : | ler i

Study the ordering systemof a selected shop in the
foll ow ng way:

a

Interview the manager. Note the ordering intervals,
ordering procedures, delivery tinmes, etc. for all the
suppl i ers used.

Find out what technique is used to decide the re-order
| evel s and the order quantities. Find out which goods
were out of stock and how frequently.

Study the actual stock of goods in the shop. Conpare
with your notes and | ook for articles which seemto
have been ordered in too large or too small quantities.

Look for possible "slownovers" in the stock and inter-
view the staff about the sales of these articles.

Wrk out a joint report on your findings and reconmmend
actions to be taken in order to inprove the ordering
system of the shop.
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