








































































































































































































































































































There are so many variations of the uses of special
stubs that these are offered for illustration only.

Prepunching

Prepunching techniques are applicable to most sys-
tems. Whenever this is possible, it reduces the amount
of time needed by inventory clerks. For example, if
warehouse locations were recorded in the cards and
the cards sorted into this sequence, the job would be
considerably simplified.

Mark sensing can be applied to many phases of the
inventory-taking operation. This tends to eliminate
peak loads in card punching and has the further ad-
vantage of reducing the problem of illegible hand-
writing ( Figure 108).

Rotating or Cycle Inventory

Some organizations count their stock quarterly or
semiannually, but this is unusual. In the majority of
cases, a physical inventory count is performed once a
year, at the end of each fiscal period.

In recent years, however, there has been an increas-
ing trend toward the use of a rotating or cycle inven-
tory, in which a permanent staff counts a section of
the inventory each day. This method has a number
of advantages:

® Peak loads are avoided.

e It is not necessary to shut down an entire plant

or store; in many cases no shutdown of any kind is

necessary.

® Thoroughly trained personnel are used.

e Counts can be taken at a time when stock is low.
In general cycle inventory offers a high degree of con-
venience and accuracy.

A problem to be overcome in this type of audit is
the difficulty of achieving uniform record-closing at
the time of counting stock. One simple solution is
the use of colored, printed envelopes placed in the
stock bin by the count clerk when he has established
the quantity. All clerks are instructed that records of
further issues or receipts must be put in the envelopes
instead of with current transactions.

Each morning the audit clerk picks up the envelopes
from the bins involved and removes the transaction
cards. These cards are included in that day’s trans-
mittal of records and are so dated.

Remember that only a small section of the inventory
will be counted each day. Furthermore, the purpose
of the physical inventory is to corroborate the book-
record or adjust it, and determine the reason for any
needed adjustment. The inventory summary as of the
date of the physical count will include all transactions
up to the time of the actual counting, and the objec-
tives of physical inventory taking will have been
fulfilled.

Check for Missing Tags

During the inventory taking, every bin, shelf, carton
or container had a stub attached to it to indicate that
it had been included in the count. Supervisors could
very quickly check to see that there was no stock
without a stub, and consequently, that nothing had
been overlooked.
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Figure 108. Mark-Sense Processing Speeds Up the Job
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Each one of these stubs is serial-numbered—every
inventory taker had been issued tags, and the numbers
of his block of tags had been recorded in the tag-issue
record. By accounting for all the serial numbers, the
accuracy of this phase of the counting effort can be
assured. Each clerk was instructed that unused tags,
whether blank, mutilated, or voided, were to be re-
turned and reconciled with the tag-issue record. Bal-
ancing the tags that had been issued is the authentic
inventory record. In order to verify that every item
has been inventoried, and that every inventory card
has been received by the machine accounting depart-
ment, a missing-tag check is applied, either on the
collator, or on the accounting machine with the con-
secutive number control device.

Pricing the Inventory

The greatest speed in the processing of inventory rec-
ord cards can be achieved when preliminary planning
provides for a minimum of manual punching. Item
identification and the count must be manually
punched or mark-sense-punched, but all other infor-
mation should be entered mechanically at machine
speeds. /

This is easily accomplished by merging the inven-
tory cards with the stock balance cards. The stock
balance cards will serve as masters for gang-punching
the desired data. The proper unit price will be in-
cluded in the gang-punched information and will serve
as the multiplier when the calculating punch extends
the value for each inventory card. After the cards
have been extended they can be sorted in the desired
sequence, placed in the accounting machine, listed
and accumulated to produce the inventory report.

Analyzing the Inventory

With the establishment of the inventory value, the ac-
counting requirements have been satisfied. The books
can be closed. But the inventory record cards can
now provide high-level management with analyses
and studies that are extremely valuable—sometimes
indispensable—for proper control of business opera-
tions.

These record cards can be sorted for listing or
group-printing by any desired classification. The cards
can be placed in sequence by tag number and listed
in full detail. This could be valuable as a reference
during the audit, and also as a permanent record.

Another listing usually found desirable is by part
number. This report shows all the available stock
with breakdowns of quantity by location in different
plants, warehouses, stockrooms or departments. Com-
parisons could be made with previous inventories, and
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planning, production and logistics men would find
this report significant.

Awareness of stock-by-location is an important aid
to planning. Unsatisfactory distribution of total stock
among various locations is immediately detected, and
apparent overages or shortages corrected by transfer
of stock from one location to another.

For work in process, similar reports can be prepared
by department and last operation; for raw materials
and finished stock, they will be significant if listed by
plant, warehouse, storeroom and section. The inven-
tory at each point can be evaluated against the re-
quirements of that location. It may be found that
decisions resulting from these and other studies will
bring about inventory reductions without interfering
with the manufacturing, sales and service programs.

Many concerns, particularly retail and wholesale
distributors, find it important to have an analysis of
inventory by vendors (Figure 109). These are most
useful in such items as ready-to-wear, furniture, and
large or costly items for which a unit-control plan is
maintained.

The purchasing department wants to know whether
materials have been purchased in the right quantities,
at the right prices.

The engineering department is vitally interested in
an analysis of the stock condition, suitable to their
purposes. New products may be developed to utilize
obsolete parts or subassemblies; slow-moving products
may be reworked into products of a different nature;
or planning for technical changes may be predicated
upon the stock condition.

The planning department relies upon having exact
knowledge of quantities on hand, in order to plan fu-
ture production efficiently.

For the sales department, knowledge of quantities,
rate of turnover, months’ supplies, and other factors
will be important in planning sales campaigns and
fixing commission rates.

These are some of the many places where accurate
and well planned inventory reports can form an integral
part of the management picture. Data processing pro-
cedures make it possible to provide management with
the information they require to control their inventory
more effectively.

STOCK ANALYSIS
(BY VENDORS)
DATE 7-15-6~-
veNDOR cope  |rmem No. Jctass| quanTiry By ToTAL

A R BROWN CO. ‘ 1001 ) 1056 | 1 6| 24.00 [$ 144.00
T K BOWMAN CO. 1050 | 1056 | 1 12| 10.00 120.00
BURTON AND WILSON LTD 1175 ] 1056 | 1 4 | 31.50 126.00
JONES AND SMITH INC 1540 | 1056 { 1 16 6.25 100.00
- =] | i ]

Figure 109. A Study of Suppliers, by Unit and by Dollar
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