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CHAPTER - IV.

SALES AND STOCK CONTROL AT JANATA BAZAR,KOLHAPUR.

A) Sale s

Sales Organisation ;

Successful selling requires planned and co-ordinated 

sales efforts. This task can only be achieved by a viable, 

sound and balanced sales organisation. Sales organisation is 

a part of the total business organisation of the firm and it 

is concerned with profitable and efficient distribution of 

goods and services to the ultimate consumer.

The ultimate aim of every business is to " sell well 

Therefore sales organisation is a vital necessity for any 

business. The sales organisation provides enough, efficient 

and economic administrative set-up to achieve the best results 

with the minimum efforts.

Organisation structure for Sales function in Janata Bazar : 

Kolhapur Janata Centra 1 Co-operative Consumers' Stores

Ruikar Colony 
Janata Bazar

Varuntirth 
Janata Bazar

Rajaramouri 
Janata Bazar
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Varuntirth Janata Bazar

Sales Manager

Supervisor Head Cashier

Grodery,Provision 
Cosine tic .Medicine ,

Cashier Cashier Cashier

Sr.Salesman(4)
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Supervisor
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I
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Rajarampuri Janata Bazar

Sales Manager
1«
Ift
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.. . . . . . . . . . I. . . . . . . . . . . . . . . . . *..... —
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S 12)
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I
I

t
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'Salesman' includes, sometimes, salesgirl.



70

Sales effected in the three Janata Bazars under study 

during 1982-83 through 1985-86 were as given in the following 

table.

Table No.4.1 : Statement showing Sales Effected by the Janata

Bazars During the Four Years under Study.

(Figure s_in Rs.lakhs|

Name of the Dept. 1982-83 1983-84 1984-85 1985-86

Ruikar Colony 34.75 39.08 35.52 37.97

Varuntirth 84.25 126.48 122.41 135.09

Rajarampuri - - 110.41 155.85

Total 119.00 165.56 
(39)

268.34
(62)

328.91
(73)

Source : Compiled from the records of Janata Bazars.

Notes : 1. Rajarampuri Janata Bazar was started; in the year 

1984-85.

2. Figures shown in brackets, alongwith totals are 

percentage increases over the respective previous 

year.



Section-wise Sales of all Janata Bazars, taken together 

are CJiven in Table No. 4.2

Table No. 4.2 : Statement showing Sectionwise Sales of

Janata Bazars.

71

(Figures irrRs. lakhs).

Sec ti on/ Year 1982-83 1983-84 1984-85 1985-86

Grocery 38.27 57.10 98.56 138.95
(49) (73) (41)

Stationary, provi' 20.95 28.45 54.52 67.44
sion, cosmetic 
and stall (41) (92) (24)

Household 13.61 15.28 27.99 33,54
(12) (60) (20)

Textile & Ready- 9.43 19.04 35.62 34.95
made. (10) (87) tu

Cus tom 25.03 33.39 37.48 37.51
(33) (12): (0.08)

Medical 2.72 3.18 4.57 5.84
(17) (44) (6)

Kerosene 4.60 4.74 4.20 4.71
(3) I------rLl3J (12)

Ration 4.39 4.38 3.80 4.55
foil (10) (20)

Radio & Shoes - - 1.90 1 .42
|_34]

Total 119.00 165.56 268.34 328.91

SAffi. BA1JSMF8!
Source : Compiled from the records of Janata J;)( ; .- J



Notes : 1. Radio and shoes were not kept upto 1983-34.

2. Figures in the brackets show percentage increases over 

the previous year, while figures in squares; indicate 

percentage decreases over the previous year.

Departmentwise and Sectionwise Sales :-

Sectionwise sales of Ruikar Colony Janata Bazar for the period 

of four years are given in Table No.4.3

Table No. 4.3 : Statement showing Sectionwise Sales pf Ruikar
Colony Janata Bazar effected from 1982-83 to 1985-86

(Figures in Rs. Lakhs)

Section 1982-83 1983-84 1984-85 1985-36

Grocery 6.67 9.17 10.36 11.43

Cloth 2.22 2.46 2.38 1.90

Cosme tics 1.56 1.50 1.26 1.30

Stationary & 
Provision

3.78 5.22 5.53 5.69

Household 3.56 3.98 3.59 3.22

Kerosene 4.60 4.74 4.20 4.71

Rati on 4.38 4.38 3.78 4.55

Custom 7.97 7.62 4.41 5.21

Total 34.74 39.00 35.51 38.06
(12) m (?)

Source : Compiled from the records of Janata Bazar.

Note : Figures in the brackets show percentage increases over the

previous year, while figures in the square indicate percentage 

decreases over the previous year.
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Sectionwise sales of Varuntirth Janata Bazar for the period 

of four years are given in Table No. 4.4.

Table No. 4.4 ; Statement showing Sectionwise Sales of Varuntirth

Janata Bazar effected from 1982-03 to 1985-86

(Figures in Rs. Lakhs)

Section 1982-83 1983-84 1984-85 1985-86

Grocery 31.60 47.93 53.79 62.14

Cloth 5.12 8.82 9.05 9.14

Provision and 
Stationary

13.92 20.04 22.56 26.88

Household 10 .05 11.30 10.91 12 .51

Custom 17.06 25.77 15.68 16.00

Medical 2.72 3.18 2.67 2.92

Read ymade 2.09 7.75 5.78 4.02

Stall 1.69 1.69 1 .97 1.49

Total 84.25 126.48 122.41 135.09
(50) I2_. (10)

Source : Compiled from the records of Janata Bazar.

Note : Figures in the brackets show percentage increases over

the previous year, while figures in the square indicate

percentage decreases over the previous year.



Sectionwise Sales of Rajaramouri Janata Bazar for the period 

of two years are given in Table No. 4.5

Table No. 4,5 : Statement showing Sectionwise sales of

Rajarampuri Janata Bazar effected During 

1984-85 and 1985-86.
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(Figures in Rs.Lakhs)

Sec tion 1984-85 1985

Grocery 34.41 65 .33

Provision and
Cos me tics 21.98 31.01

Household 13.49 17.81

Cloth 3.60 3.69

Custom 17.44 16.30

Medical 1.90 2.92

Readymade 14.81 16.30

Radio 8. Shoes 1.90 1.43

Exercise & Note Book 
Stall

1.22 0.08

TOTAL 110.75 155.87 
_________(411 .

Source : Compiled from the records of Janata Bazar.

Notes 1.Figures in the bracket show percentage increases over 

the previous year.

2.Radio and Shoes are the additional products included

in Rajarampuri Janata Bazar.
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Sales Operation report of three Janata Bazars is given in the 

following Table.

Table No.4.6 : Statement showing Sales Operation Report of

the Janata Bazars.

Year Sales
Rs.in lakhs

Gross Profit 
Rs.in lakhs

Net Profit 
Rs.in lakhs

% of op.
to sales

% of N.P. 
to sales.

1982-83 119.00 08.20 02.91 06.67 05.13

1983-84 166.08 09.81 02.65 11 .46 02.57

1984-85 280.97 18.06 02.94 18.99 02.58
1985-86 342.22 20.67 02.93 17.69 02.00

Source : Compiled from the records of Janata Bazars.

Sales Operation Report of each of the three Janata Bazars is 

given below in Tables 4.7, 4.8, & 4.9.

Table No. 4.7 : Statement of Sales Operation Report of Ruikar

Colony Janata Bazar.

Year Sale s
Rs.in lakhs

Gross Profit 
Rs. in lakhs.

Net Profit 
Rs.in lakhs

% of G.P. 
to-sales

% of N.P. 
to sales

1982-83 34.75 02.33 00.33 00.70 02.07

1983-84 39.60 02.14 00.28 C5 .40 00.70

1984-85 36.50 02.31 00.18 06.36 00.36

1985-86 39.35 02.18 - 05.54 -

Source : Compiled from the records of Janata Bazar.



Table No. 4.8 : Statement of Sales Operation Report of

Varuntirth Janata Bazar.

Year Sale s
Rs.in lakhs

Gross Profit 
Rs. in lakhs

Net Profit 
Rs.in lakhs

% of G.P. 
to sales

% of N. 
to sale

1982-83 84.25 05.87 02.58 05.97 03.06

1983-84 126,48 07.67 02.37 06.06 01.87

1984-85 127.53 07 *83 01.88 05.86 01.47

1985-86 140.87 08.26 02.13 05.86 01.51

Source : Compiled from the records of Janata Bazar.

Table No. 4.9 ; Statement of Sales Operation Report of

Rajarampuri Janata Bazar.

Year Sales Gross Profit Net Profit % of G.P. % of N.P.
Rs.in lakhs Rs. in lakhs Rs.in lakhs to sales to sales.

1984- 85 116.94 07.92 00.88 06.77 00.75

1985- 86 162.00 10.23 00.80 06.29 00.49

Source : Compiled from the records of Janata Bazar.

Other operation reports regarding sales are given below 

in three Tables.



Table No.4.10 ; Statement of Sales Operation of Ruikar

Colony Janata Bazar.

Year Sales Area Sales per
Sq.Ft. Sq.Ft.

Rs.

Sales pe 
day Rs.

r Sales Staff Average
No. No.of

cus tom- 
ers/day

1982-83 3,425 3.31 11,324 11 380

1983-84 3,425- 3.70 12,685 11 435

1984-85 3,425 3.32 11,383 11 481

1985-86 3,425 3.52 12,050 10 50C

Source :: Compiled from the records of Janata Bazar.

Table No. 4.11 : Statement of Sales Operation of Varuntirth

Janata Bazar.

Ye ar Sales area Sales per
Sq.Ft. Sq.Ft.

Rs.

Sa le s oe r 
day Rs.

Salefe staff 
No.

Average
No.of 
cus tomers 
per day

1982-83 7,400 00.09 N.A. 18 1209

1983-84 7, 400 00.13 N.A. 18 1437

1984-85 10,000 00.18 39,001 23 1639

1985-86 10,000 04,35 43,525 23 1639

Source: Compi led from the records of Janata Bazar.

Note : N.A. : Not available.
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Table No.4.12 : Statement of Sales Operation of

Rajarampuri Janata Bazar.

Year Sa le s are a 
Sq.FT.

Sa le s oe r 
Sq.Ft.

Rs.

Sales per 
per day

Rs.

Sales staff 
No.

Average
Number
of
cus tome rs 
per day.

** • ” » *"**•*•

1984-85 25,000 1.82 45,480 30 173 i

1985-86 18,000 2.82 50,765 30 1750

Source : Compiled from the records of Janata Bazar.

Conventional Method of Retailing :

From the year 1962-63 upto the year 1979-80 during which 

period, there were no department stores, the Society had 22 retail 

outlets with annual sales of around Rs. 400 lakhs, out of which 

retail sales were Rs. 175 lakhs. Before opening the department 

stores, Q0% of the business was covered by 17 small outlets which 

dealt with foodgrainsr cosmetics, other essential items etc.

Almost all the branches individually had the selling area of 200 

to 800 Sq.Ft,

Modern Method of Retailing :

From 1980-81 and onwards department stores have been started 

with active assistance from C & P Cell of National Consumers'
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Federation. Many attractive facilities like self service 

system, sufficient space to move and do shopping, electronic 

cash registers to have control over cash, modern furniture 

and fixture etc. are provided at these Departmental Stores.

Active Price Policy :

'Active Price Policy followed in Janata Bazar takes 

into account market price of the article and the article is 

priced accordingly disregarding margin or cost , e.g. price 

charged for groundnut oil will be the market price prevailing 

on a particular day without any consideration to the cost 

or margin.

Difficulties of Selling goods on self-service system :

Janata Bazar has always treated customers as a V.I.P.'s or 

King. Efforts are therefore, being made to develop an amicable 

and healthy relation with them. Janata Bazar has adopted self- 

service system to facilitate customers' purchasing. Self- 

service system helps the customers in many ways and it also 

helps management and the sales persons. However, following 

difficulties are frequently encountered :

i) Breakage and spoilage of goods

ii) Greater possibility of shop-lifting

iii) High Labour turn-over creates the problem of untrained 

salesman.

These untrained salesmen aggravated the problems of breakage,

spoilage and shop lifting.
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Concessions to Share holders :

The Society gives every year the following concessions to

the share holders.

i) Each and every shareholder gets 1% cash discount for his 

monthly purchases of Rs. 1,000/- per month, excluding 

controlled commodities.

ii) In the month of June and July, shareholders get 3 dozen note 

books at concessional rate and b% discount on text books 

for standards 1st to 12th.

iii) For Diwali, Dasara, Sankrant and Gudipadwa, shareholders 

get discount on purchases of spices, readymades, textiles 

etc. discount ranges from 3% to 5% of the Purchases made.

iv) The shareholder is given purchase rebate at the end of 

every year. The Board of Directors is the authority 

deciding rebate.

Special stalls :

During the festivals, special counters are opened to 

accommodate the increasing number of customers.

Following is the list of special counters normally 

opened

i) Textile and Readymade garments stall :

During Diwali, Id, Gudipadwa and marriage season.
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ii) Crackers and items like Oil, Soap, Scents stall for 

Diwali Season.

iii) Rakhi Stall :

During Raksha Bundhan day.

iv) Books, Note Books and school uniform stall;

During the month of June and July when schools and 

colleges open for acadamic year.

V) Stall for images of Lord Ganesh :

Before Ganesh Chaturthi Festival.

vi) Fruits stall :

For seasonal fruits like Mango, Water-Melon, Alfonso, 

Grapes etc.

vii) Rainy Shoes, Raincoats etc.stall :

During rainy season.

viii) Warna Milk is also sold at the Janata Bazars.

ix) Loona Booking facilities are given to the customers.
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B) Stock control

Stock control is nothing but to make available material 
of the correct quantity and quality as and when required, by 
taking into account economy of storage, ordering costs, purchase 
price and working capital.

In case of Consumer Co-operative societies goods which 
are readily available from manufacturer or stockists need not 
be stocked, if deliveries are directly made by the suppliers 
to meet operational demand. Hoarding is not necessary in such 
an ideal situation but difficulties arise in actual practice 
and there are stoppages on account of a variety of reasons.
The Society's central godown is in the ground floor of Varuntir* 
Janata Bazar. For taking into considerstion the operational 
aspects of stock control, stock figures of the three Janata 
Bazars under study and purchases and sales figures are given 
in Tables 4.13, 4.14 and 4.15.

Table No. 4.13 ; Statement showing stock position of Ruikar
Colony Janata Bazar in 1982-83 to 1985-86

(Figures in Rs. lakhs)
Particulars 1982-83 1983-84 1984-85 1985-86

Opening Stock 03.22 03.15 03.10 03.51
Purchases 34.68 37.85 34.97 36.99
Sales 34.75 39.60 36.50 37.97

Closing stock 03.15 03.10 03.51 03.39

Source : Compiled from the records of the Janata Bazar.
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Table No.4.14 ; Statement showing the stock position of Varuntirth

Janata Bazar in 1982-83 to 1985-86.

(Figures in Rs.lakhs).

Particulars 1982-83 1983-84 1984-85 1985-86

Opening stock 05.20 06.56 11.25 12.00

Purchase s 81.79 126.00 126.03 130.84

Sale s 84.25 126.00 127.53 134.93

Closing stock 06.56 11.25 12.00 10.86

Source : Compiled from the records of the Janata Bazar.

Table No. 4.15 : Statement showing the stock position of

Rajarampuri Janata Bazar in 1984-85 and

1985-86 •

(Figures in Rs.lakhs).

-Particulars 1984-85 1985-86

Opening stock «• 14.50

Purchases 123.33 149.4^

Sale s 116.94 162.48

Closing stock 14.50 11.8^

Source : Compiled from the records of the Janata Ba^ar.
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Consolidated stock position of Ruikar Colony, Varuntirth 

and Rajarampuri Janata Bazars is given in Table No. 4.16

Table No, 4.16 : Statement showing Consolidated Stock

Position of Janata Bazars in 1982-83 

to 1985-86.

(Figures in Rs.lakhs).

Particulars 1982-83 1983-34 1984-85 1985-86

Opening stock 08.42 09.71 14.35 30.01

Purchases 116.47 163.85 279.33 317.31

Sale s 119.00 165.56 268.34 328.91

Closing stock 09.71 14.35 30.01 26.13

Source : Compiled from the records of Janata Bazars.

Shortages and Excesses :

Operational aspects of shortages and excesses
1

arej given

in the following Tables :-
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Table No.4.17 : Statement showing Shortages and Excess Report

of Ruikar Colony Janata Bazar.

(Figures] in__Rs. lakhs)

Ye ar Liabi li ties Ac tua 1 Shortage Excess Sales Remarks 
(Shortage 
as % of 
sa le).

1982-83 3.49 3.48 00.05 00.04 34.75 0.03'%

1983-84 3.47 3.28 00.20 00.O'! 39.08 0.49%

1984-85 3.88 3.80 00.11 00.01 35 .55 0.28%

1985-86 3.66 3.67 00.00 00.01 37.97 -

Source *. Compiled from the records of the Jana ta Bazar.

Table No. 4.18 Statement showing the Shortages ajbd Excess Report

of Varuntirth Janata Bazar.

(Figures in Rs. Lakhs).

Ye ar Liabi lities Actual Shortage Excess

i

Sales Remarks 
(Shortage 
as % of 
sale .

1982-83 07.62 07.53 00.08
i

84.25 0.09%

1983-84 12.53 12.33 00.21 - 126.48 0.16%

1984-85 13.67 13.68 - oo.oi ; 122.41 -

1985-86 11.86 11.92 00.05 - 135.09 -

Source : Compiled from the records of the
1

Janata B^zar.



Table No. 4.19 : Statement showing Shortages and Excess Report

of Rajarampuri Janata Bazar in 1984-85 and 

1985-86
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(Figures in__Rs. lakhs)_

Year Liabilities Actual Shortaoe Excess Sales Re marks 
(Shortage 
as % of 
sale .

1984- 85 1 6.44 1 6.29 00.33 00.18 110.41 00.13%

1985- 86 13.31 13.02 00.34 00.05 155.85 00.18%

Source : Compiled from the records of the Janata Bazar.

The Consolidated position of Shortages and Excesses Report 

is given in the following Table.

Table No. 4.20 : Statement showing Consolidated Shortages and

Excess Report in the years !9?f2-83 to 1985-86.

Name of the 
Janata Bazar

Ruikar Colony

Varuntirth

Rajarampuri

1982-83 1933-84 
(Shortages as

1984-1-85 
percentage of

1985-86 
s a le s) .

00.03% 00.49% 00.28% -

00.04% 00.16% - -

00.13% 00.18%

f • • • • • •*

Source : Compiled from the records of the Janata



Stock Turnover ;
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Sectionwise and departme ntwise stock turnover number is 

given in the following Tables.

Table No. 4,21 : Statement showing stock Turnover lumber for

Ruikar Colony Janata Bazar from 1982-83 to 

1985-86.

{Figures in numbers)

Se c ti on 1982-83 1983-34 1984-85 1985-36

Grocery 19.96 25.38 16.80 18.45

Provision and 
Cos me tics

08.76 08.76 06.74 12 .00

Household 03.24 05.19 03.31 03.45

Cloth 03.53 04.96 05 .93 03.55

Cus tom 12.04 09.89 06.43 04.90

TOTAL 10.28 12.25 09.18 o00•
C

Oo

(For all sections)

Source : Compiled from the records of the Janata 

Bazar.



Table No. 4.22 : Statement showing Stock-Turnover Number for
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Varuntirth Janata Bazar for the years 1984-85 

and 1985-86.

(Figures?in numbers).

Section 1984-85 1985-36

Grocery 46.13 53.35

Provision, and 
Cosme tics

13.59 16.45

Household 4.25 4.70?

Cloth 3.58 4.10

Cus tom 6.35 7 .50’

Medical 3.81 5.15

Re adymade 1.67 1 .50

Total 8.50 10.2d

(For all sections )

Source : Compiled from the records of the Janatja Bazar.

Notes 1 • Medical and readymade are new sections).

2. Figures of the year 1982-83 and 1983-3p are not

available.
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Table No. 4.23 : Statement showing Stock Turnover Number

for Rajarampuri Janata Bazar for 1934-8b 

and 1985-86.

(Figures in numbers )

Sec tion 1984-85 1985-36

Grocery 31.51 44.50

Provision and 
cosmetics

11.76 13.50

Household 4.59 4.85

Custom 11.30 6.40

Medical 2.76 3.85

Stores 3.24 7.10

Cloth and
Hogiery

3.44 6,90

Total
(For all sections ) .

7,84 9450

Source : Compiled from the records of the Janata ijjazar. 

Note : Medical and Stores are new sections.

Consolidated stock Turnover Number of three Janat$ Bazars 

is given in the following Table.



Table No. 4.24 : Statement showing Stock Turnover Number of the

Three Janata Bazars for years 1932-33 to 

1985-86.

90

(Figures in numbers )

Name of the 
Departmental 
Stores.

1982-83 1983-84 1984 -85 1985-86

Ruikar Colony 10.28 12.25 09. 18 08.80

Varuntirth 12.84 11.24 08.5b
| 10.20

Rajarampuri — 07.84 09.50

Source : Compiled
ji

from the records of the Janata bazars •

Stock Productivity :

\
Consolidated Stock Productivity Report of the Jana-ta Bazars

is given in the following Table.

Table No. 4.25 : Statement showing Stock Product ivi ty in

year 1982-83 to 1985-86.
(Figures in percentage)

Name of the 1982-83 1983-84 19844 85 1985-86
Departmental
Stores. ;

Ruikar Colony 68.71 67.28 61.78 50.20

Varuntirth 72.46 74.17 54.71 62.80

Rajarampuri — — 55.98 63.00

Source : Compiled from the Records of the Janata Bazars.



Stock taking at Janata Bazars :
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Stock taking in Janata Bazars is done twice every year. 

For stock taking, representatives are selected and appointed 

for each shop. An order is enclosed as Annexure 4.1. The 

store representatives are informed previously about the date 

of submission of statement, date of starting the stock-taking 

work, names of persons who would assist in stock-taking work 

etc. For making physical stock-taking efficient ^nd effective, 

guidelines for verification of stock in trade is <|iven to the 

representatives. These guidelines are as given as the Annexure 

4.2.

Recording system of stock :

The Society follows two methods of stock recording

1. Stock book method* -

When items are Limited in the Society, this method is 

adopted.

2. Value Control system/Double compartment system:-

When the items are unlimited, this method is adooted in 

the Society.

In the Janata Bazars value Control System is adopted.

In this method, Stock Liability Register is prepared with the 

help of stock control form. Stock Control Form and Stock
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Liability Register Form are given in Annexure Nos. 3.3 and 

.3*2 respectively. Difference between the figures of the 

actual stock taking and the book entries is recortciled in the 

manner described in the following example.

Varuntirth Department Stores
1 . . . . . . . .  ■■■ . . . . . . . . . . . . .  —. . .  —. . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . -i

i* 1

As on 30th June 85-Provision and Cosmetics i
........mi     .mi.   — ■ —      ■ ■ I,   —■ m" -    ........................ ......... 1

Figure as per Sales-man liability

(From closing stock statement i.e. Rs. 1,27,998.65
physical stock).

Stock as per Liability Register Rs. 1,30,893.25

(As per office record).

Difference - Rs. |2,894.60

Here actual stock is less than that of the recorded stock.

It means a shortage of provision and cosmetics to the 

extent of Rs. 2,894.60. Percentage of shortage is 0.12,5 to 

sales. After this, reconciliation statement is prepared.

If the shortage in recorded stock is more than 00.05;^ 

it is reported to the Board of Directors through the General 

Manager. The shortage is treated as the salesman's liability. 

He has to pay the difference.
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Management Report :

At the end of the year Management Report is prepared for 

the period and submitted to the Board of Directors. Management 

Report for the period from 1.7.84 to 30.6.85 is enclosed as 

Annexure 4.3.

Selective Control :

All items are arranged in the racks.. Some itejms are costly 

items, which can easily be lifted. To prevent, shjop lifting 

supervisors and salesmen are appointed to supervisee the entire 

shop area. In custom section, seperate salesmen ajre appointed 

and goods are not sold on self-service basis. Some costly 

goods are arranged near the counter so that supervision becomes 

easy. Although goods are sold on self-service basis, salesmen 

are appointed to watch customers, which may help the Janata 

Bazars in doing business with minimum of shop lifting.
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ANNEXURE NO: 4.2

GUIDELINES i PHYSICAL VERIFICATION OF-STOCK IN-TRADE.

GUIDELINES

PHYSICAL VERIFICATION OP STOCK-IN-TRADE 7 7 , ’

1. Objective: '

The annual physical verification of stock of-merchandise 
against the book value at selling prices shown in the liability 
register on the balances of the stock register on the last 
business day of the year is made

(a) to work out the asset value of the stock, for drawing the 
balance sheet as on the last business day of the year, and 
ascertaining true gross profit on trading .operations:

(b) to acquaint the manager and the sales staff with the cong>-
osition of the stock and to inform them about slow moving, 
absolets, damaged, unsaleable articles etc.; ....

(c) to provide information for guiding the decisions on changes
in the assortment with a view to giving better.customer i 
service and achieving better economy 5 •*.: : j

(d) to reveal shortages and overages in relation to a recon- ' 
ciled and acknowledged book balance, in terms of money

- or quantities. - . .

2. Advance Preparation and Pre-Verification Arrangement'': y -

The sales personnel and the accounting staff must; make 
advance preparation for the verification at the end of the 
business year, as under : ...... ■ 7./ i:.;

(i) The shop must be cleaned throughly. ,i

(ii) Measuring tapes and weighing equipments to be checked to ;
ensure that they are in perfect working condition.' «. |

(iii) The empties must be sorted out and returned to the godown .j j 
or to the office authoritie to sell them. It is adviseablei 
to sell the empties before.annual physical ^verification. - .7

" of -stock. , 7’ . , .--f

(iv) All shop-soiled and damaged goods must be sorted out,-ins­
pected and returned for disposal to :the godown.. Again,-it •• 
it always advisable to sell such goods before physical 
verification of stock. At least, their selling prices should 
be reduced to the extent these, can fetch. , .... ,yj

(v) Precautions against duplicate counting must be taken by. j 
. demarcating the shop into sections.for stock taking;purpose)

(vi) Before the stock verification date, ail. liability accounts :
should be completed in all respects by.posting entries.for | 
all issues and transfers, price variations,, shortage, . • :
allowances and other adjustments.

.2.
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Balances in the individual liability accounts must be recon­
ciled with the Salesman, Godown-Keeper, Branch-in_charge etc.
Arrangements for stock taking should be checked again and put 
right : . '
(a) If goods are wrongly placed.
(b) If prices are wrong.
(c) If goods are hidden behind other or conceeled in

darkness or kept in locked drawer. . ;
Special Attention must be given to the Invoice cut off and 
other cutoff in the Godowns' Account._______________________
It may so happen goods have been received from the supplier 

on the day of stock-verification. In that case such goods must be 
booked in the purchase on that day and counted for stock-verifica- ( 
tion. If, however, goods have been received but supporting purchase^ 
bill not received and hence purchase has not been booked, such goods! 
should not be taken for stock verification and be kept separately to; 
avoid any confusion. ' i
4. The verification must be recorded by the stock-takers on the j 
printed Inventory list issued by the head office of the store and i 
on this list only. The Inventory List is written in quadruplicate . j 
by using carbon paper. The original is for the head office and the j 
carbon copies may be retained by the salesman-in-charge and auditors! 
The salesman-in-charge must, however, be given access to the list i 
during stock taking and after its completion so that he can satisfy 
himself that the quantities and prices listed are correct. The 
stock-takers should alternate in the two functions of the inventory; 
for one section of the shop, usually an almirah or a shelf, stock- 
taker A may count and call whilst .stock-taker B writes the list, 
keeping at the same time an eye on the counting so that he can get
a rough impression that-the counting and the calling of quantity 
and retail price is correct. When stock taking in a.section has. • 
been done, the stock-takers change roles.
5. The inventory in retail outlets is taken at retail sales 
prices only. Where the Management Accounting System is used, the 
asset: value of the stock-in trade is computed with a high degree
of accuracy in.relation to the cost price with the use of rates of j 
write-down based upon the gross margins calculated for each J
category of goods. j
6. Management control during the stock-taking is most important;j
the General Manager and’the person nominated by TheCooperative' ‘ 
Department to be in overall charge of the operation must go round j 
from branch to branch and section to section/counter to counter and i 
supervise the verification. They must pay surprise visits'to . j 
branches/counters where stock' taking is going on the spot-check j 
the inventory list for quantities and prices, putting their initials 
against the items checked. jj

tvii)

(viii)

3*

..3
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7. When the stock taking has been completed, the salesman-in­
charge must he invited to make such additional checks as he wi.shes.
It is most important that the salesman, accepts the liability for 
the retail value of stock with an unwavering conviction that the 
verification has been throughly fair and correct. After such 
checking, the carbon copy of the inventory list, with all sheets 
consecutively numbered, should be handed over to the salesman and 
he will, independently of the stock-takers, calculate the retail 
value of such item and cast each sheet of the list as well as. add 
up the sheets into a grand total of the stock at Sales price_for , 
the branch/counter. The stock-takers make the same calculation and 
casting in the original copy of the list and when this has been j 
done they handover in the original to the person in overall incharge 
at the head office. This must be done immediately after the stock! 
taking is over and it must be done on the same day as the inventory 
started. . .. j
8. As the inventory lists from the branches/counters are received
in the head ofice, a team of checkers, verify the retail price pet 
unit, the calculation of the retail value on each line as well as j 
the totals of each sheet and the grand total showing the retail 
sales value of the stock of merchandise found in each branch/counter. 
The stock is then brokern down by commodity-groups, and it is veryj 
important that this break-down is ag accurate as possible, becauseA 
as said in para 5 above the asset value of the stock is computed j 
by the application of calculated sales value of the different cate-f 
gories of goods. The Head Office checking, totaling and analysing! 
operation must be completed on the same day as the inventory is I 
made, and the person in overall charge must not disperse the term 
engaged in these job before they are completed. . j
9. In the morning of the day following the inventory all salesmsjn 
must, without fail, reconcile their copies of the inventory list with 
the original as processed by the Head . Office. All discrepancies j 
must be settled on the spot and the salesman must reach agreement wjith 
the Head Office on the .amount of the difference between the book j 
value and the physical verification value of the stock in his charge. 
He must then sign a form called Acknowledgement of Liability by 1 
which he undertakes to adjust "the shortage,found.

BY NOON OF THE FOLLOWING THE START OF THE STOCK­
TAKING THE WHOLE OPERATION HOST BE OVER_________

10.° As mentioned earlier, all damaged, shop soiled obsolate and 
unsalable articles should be sorted out much before the stock taking 
is carried out and their selling prices should be reduced in accor­
dance with their condition. A campaign should be launched to sell ! 
them before annual stock taking. However, value of such stock should 
be soberly worked out to avoid inflation in gross profit and their ■ 
value should be shown distinctly. A follow up on their sale should; 
continue even after annual stock taking. j

...4.
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11. Where the Management Accounting System(IiiiS) developed by
C&P Cell of NCCF with the assistance of foreign experts has been
adopted, the following steps are important to be taken.
(a) The stock-in-trade as mentioned in the stock taking lists ■

should be worked out in different commodity groups. ■ o
(b) The gorss margin rentes which are worked out for every 

commodity group should be used for bringing down the 
valuation of stock from retail value to cost price 
level,

(c) Since value control systemCliability system) has been 
introduced in the godowns- also in addition to unit cont- 
rol system, value of stock is worked put at retail price" ■ 
to check the balance as shown by godowns liability account.' 
Therefore, the stock-in godowns is al3o worked out commodity 
group-wise as in the case of retail outlets, mentioned 
above. ®he gross margin rates are used for reducing the ; 
value of stock in godown(s) from retail value to cost-value.

(d) The total balance of all the laibility accounts, including
godowns, must tally with the control account in the general 
ledger 390 - stock laibility control account (at-resale . 
value). a a-- '• :

- - . ' ■ . - ■ • • ■

(e) There should be maintained a seperate personal account’ in ' 
respect of shortages recoverable from salesman/godown keeper. 
The amount of shortages recoverable should be, debited to-the 
coneerned/persons Stock Shortages Recoverable A/c. and the 
liability account suitably adjusted so that the balances of 
each liability account shows retail'value of jctual stock, 
as found on physical verification.
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ANNEXURE NO 4.3 contd...

GUIDELINES FOR PREPARING MANAGEMENT REPORT 

COLUMN 1 - OPENING STOCK AT COST(1.7■1984):

The.amount of the total opening stock on 1.7.1984 is given 
in the form of closing stock in' the balance sheet as on 30.6.84 
and also in the Trading a/c for 1984-85 in the form of an opening 
stock. The amount of stock is also posted in the general ledger 
account 040 - Stock in Trade Account. We have been advising 
from time to time that the value of closing stock must always be 
worked out commodity groupwise. However, in case you did not 
-work out commodity groupwise value of closing stock as on 30.6.84
(opening stock of 1.7.84), the same should now be worked out.
future, value of stock must be worked out commodity groupwise
immediately after physical verification of stock because the
information is needed for working out:

a. Commodity groupwise stock turnover 1
b. It n stock productivity
c. It it gross profit
d. It ii gross margin percentage
e. II it stock holding
f. 11 n investment in relation to total 

investement in stock
g. n ii share of gross profit in the total 

gross profit.

The above information will help in working out viability 
of each line of business.

The figures of the stock at cost should be given commodity 
groupwise in the column I of the Management Report.

NOTE;- VALUE OP STOCK SHOULD BE WORKED OUT BOTH
AT COST PRICE AND -SSLLXKE PRICE AFTER' EACH 
PHYSICAL VERIFICATION OF STOCK.

..2



ANNEXURE NO 4.3 Contd

COLUMN 2- PURCHASES AT COST

The Purchase Book under the MAS Is maintained commodity
group-wise. Accordingly, commodity groupwisa purchases at
cost are known from the left hand side of the Purchase Book. 
Therefore, commodity groupwisa purchases for the period from
July 1984 to June 1985 may be aggregated. When the Purchase 
Book is closed at the end of each month, commodity group 
totals are made for the month. Twelve months' totals of the 
Purchase Book will give commodity groupwisa purchases at cost 
for 1934-85.

However, the figures of Purchases at Cost may be readily 
available from the classification register also (MIS), if ’ 
maintained.

In Column 2 of the management report, the figures of 
purchases at cost.may be stated.

COLUMN 3 - TRADE. CHARGES;

As repeatedly advised by us, trade charges are to be 
worked out commodity groupwisa. Trade charges for the period 
from July 1984 td June 1935 may be available in the 
classification register. -

In column 3 of the Management Report, commodity group- . 
wise Trade Charges may be stated for the year 1984-85 (July'84 
to June’85). In order to find out viability of various lines 
of business, it is necessary to work out commodity groupwise 
gross profit, hence commodity groupwise trade charges, an 
important component of trading account. •

COLUMN 4 - STOCK IN HAND AT COST(30.6■85):

On the basis of the physical verification of stock, you 
must have worked out the value of the stock as on 30.6.1985

• • 3



ANNEXURE NO 4.3 C©ntd

at cost for the purpose of trading account and Balance Sheet 
relating to the , year 1984-85, .

• • • - ■ 3.

We have been advising you times and again to work out’ ■ , 
commodity groupwise value of the stock on the basis of physical! 
verification. We hope, you have worked it .put accordingly.as on 
30.6.85 also. Therefore, commodity groupwise value of stock in ' 
hand is to. be stated in-jColumn-:.-4'.-&f it:ha»:Mahaaeinetrtt.Mteport. •>

NOTE:- 1. In case, you have not worked;out commodity vr; i 
....... groupwise cost_value of. stock, in hand as ... ,,J

' J' • ' on '3o.6v85,‘ -it’must be done'now immediately. *• x j

. . 2.: The.value.of.stock in hand 'in -.this'column'- -f
would be given at cost price. ._ ■■■- ‘

COLUMN 5 - SALES:

Under MAS, commodity groupwise sales are worked out in daii\ 
sales summary for each branch/counter and are recorded in the j 
classification register(MIS), As such, commodity groupwise salps 
for the month are available. It is further hoped that commodity 
groupwise sales have been totalled for the year 1984-85(July 19B4 
to JUne 1985) in the classification register. Accordingly, . j 
commodity groupwise sales figures are to be given in column 5 of 
the Management Report from the classification register(MIS). ]

COLUMN 6 - GROSS PROFIT: , . v.,.’ 4 / . -jj

On the basis of the information given in column 1 to 5. of j 
the Management Report,’commodity groupwise Gross Profit is worked 
out as under: ■ ' '' ' ' J

Opening Stock at Cost ■ - (Column - 1) :
Plus Purchases at Cost (Column - 2) ■ j
Plus Trade Charges (Column - 3) ]

.. . \
minus stock in hand(30.6.1985) (Column - 4) j
minus sales (Column - 5) ’ j
is equal to Gross Profit. (Column - 6) I

• 5.... ]
In the above manner, gross profit of each commodity group:is 

worked out. {
..4



ANNEXURE NO 4.3 Contd...

COLUMN 7 - COMMODITY GROUPS (

As you know, commodity groups have been standardised for" 
all the consumer cooperative stores in the .state ..under. MASdsor... 
the purchase book. The same commodity groups1 are' to be given ?' 
in column 7 of the management report. Hew Over, if there is : 
different or extra commodity group in your store, blank lines. 
provided in this column may be used.

COLUMN 8 - RESALE VALUE OF PURCHASESt

The purchase book maintained under MAS is divided into 
two parts i.e. Purchase value and resale value for different 
commodity groups. The left hand side of the Purchase Book 
shows the cost value while right hand side shows the resale 
value of purchases. Both sides of the Purchase Book are 
totalled and closed at the end of each month. Monthly totals 
on the right hand side of the Purchase Book are the resale 
value of purchases of each commodity group for that month. 
These are recorded in tha classification register(MIS) in the 
purchase chapter.

You must have totalled the purchases at cost as well as . 
resale value for the year 1984-85(July 1984 to June 1985)i 
The figures of resale value of purchases for 1984-85 may be;"" 
stated commodity, aroupwise in column 8 of the Management 
Report. ■

COLUMN 9 - STOCK AT RESALE VALUE(1.7.1984):

As mentioned earlier, value of. stock as at the end of 
the year should be worked out commodity groupwise at resales 
price on the basis of the physical verification of the stock. 
If not done already, it should be dona now immediately.
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5.

Thus commodity groupwise stock at resale value as bn 1.7.1944
ton the basis of Physical Verification of stock as on 30.6.1984 ma|y 

be stated in column 9 of the management report. j

COLUMN IQ - STOCK AT RESALE VALUE(30.6.85) t

As stated above, it is hoped that you have worked out commocuuy 
grouowise resale value of stock as on 30.6.85 on the basis of ‘ jThysical Verification.gtherwise this maybe sorted out now immediaitely 
and stated in column 10 of the management report.

COLUMN 11 - GROSS MARGIN PERCENTAGE:

For the purpose of this management report, the Gross Margin !
S

Percentage would be worked out corrmodity groupwise as unders- I

Gross Profit(Column 6) X 100 :
Sales (Column 5) !

S
‘i

Thus gross margin percentage worked out as above in respect j 
of each commodity group may be stated in column 11 of the 
Management Report.

COLUMN 12 - STOCK TURN RATE:

It is a basic principle of inventory management that stock , 
should be held in proportion to the sales in each commodity group! 
Stock should not be on.the higher side. -High stock holding has j 
caused.serious damages to many stores. .Stock Tarn Rate is an ' 
important measurement of stock performance. Stock Turn Rate is 
worked out in times. Stock turn -meanb the number of times the 
average stock has rotated during the year. Stock turn rate is 
worked out in respect of each commodity group as unders- ;

_________Sales_______________ ■ <
Average Stock at resale Value

Sales - Commodity groupwise sales are available in the record 
maintained under MAS. , . i

..6
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6.

Average Stock - The average stock can be worked out 
scientifically in respect of each commodity group as illustrated 
below s-

Decontrolled Cloth (Ps.in !
(a) Sales for July to June = 6.00
(b) Opening stock at 

on 1st July
resale Value as 0.90

(c) Closing stock on 31st July. = 1.25
■ -do- 31st August = 1.50

-do- 3oth Sept. = 2.00
-do- 31st October = 5.00-
-do- 30th November = 3.00
-do- 31st December = 3.15
-do- 31st January = 1.75
-do- 28th February = . 2.00
-do- 31st March = 1.00
-do- 30th April 1.50
-do- 31st May 1.25'
-do- 30th June = 1.25

TOTAL =5 24.75

(d) No.of stock figures = 13 (ona figure of
opening stock + 

- 12 figures of 
Stack at the end 
of 12 months as 
given above)

Average stock = (90,000 + 24,75,000) i 13 
= 25,65,000 i 13 
= 1,97,307 *

Stock turn rate .= 6,00,000 = 3.04 say 3 times
1,97,307'

Under the MAS, commodity groupwise resale Value of stock can be 
easily worked out at the end of each month quickly without physical

7



ANNEXURE NO 4.3 Contd...

verification as stated below :-

Opening stock at resale value(Commodity groupwise) - (1.7.84)j 
plus rurchases at resale value (commodity .groupwise upto the 
end of each month - from purchase book) minus Salas (commodity 
groupwise upto the end of each month - from.classification 
register(MIS) plus Price increase (commodity groupwise) minus 
Price decrease (commodity groupwise) upto the end of each j 
month is equal to (=) commodity groupwise stock at the .end off 
each month. ;

In the above manner, average Stock of each commodity group 
can be worked out at the end of each month starting from July 1984; 
to June 1985. '

COLUMN 13 - STOCK PRODUCTIVITY(FERCENTAGE);

The investment in stock must earn atlreast 60 percent during ; 
one year. An an illustration, if Rs.100/- ate invested in stock, ; 
there should be a return of Rs,60/- on the investment of Rs.100/-.
This stock of Rs.100/— is purchased and then sold and again purchased 
and sold and so on during one year. Therefore, this stock of |
Rs.100/- rotates a number of times and each time gross profit is j
earned. If the gross margin is 12 percent in the above stock, Rs.48 
are earned as gross profit if the stock rotates four times. Stockj 
rotation differs from commodity group to commodity group depending* 
upon the Gross Margin Percentage. j

As an example stock of Groceries rotates more frequently but jithe margin is lesser. Whereas, rotation of Textile is lesser but } 
the gross margin is higher. Productivity of stock is worked out to 
know whether investment in the stock is rewarding,or. not. Stock J 
productivity plays important role in evaluating the performance of’ 
stock. Stock productivity is worked out as unders-

Gross M -.rgin % x Stock Turn Rate 
(Column 11) (Column 12)

• * 8



ANNEXURB NO 4.3 Contd....

8.
If the stock turn rate,is 3 tiroes and the gross margin is 

■12%, then stock productivity works out to 3x12 = 3ft,

Stock productivity of each commodity group for 1984-85 may 
be worked out as above and stated in column 13 of the management 
report.

COLUMN 14 - PRICE INCREASE;

Whenever there is a price increase in the market- or at the 
time of fresh purchases, the selling price is also increased 
which is reflected in the liability account. .These entries are 
passed commodity groupwise in the Journal and’ commodity groupwise 
lotal amount of increase' in' prices is worked out at the end of 
each month and then recorded in the classification register(MIS).

Furhter, commodity groupwise amount of price increase is 
recorded for each month in the classification register(MIS) and 
then totalled for whole of the year.

Commodity groupwise amount of price increase for 1984-85 will 
bo stated in column 14 of the Management Report.

COLUMN 15 - PRICE DECREASE: - "

The same as stated in column 14. ' ' '

Thus, the amount of price decrease for whole*, of the year ' 
1984-85 may be stated commodity groupwise in column 15 of 'the 
Management Report.


