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publication by the Institution, if the study turns out to be
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greeing Committee member or members may, if they deem
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DIRECTOR’S PREFACE

Of the many pronounced changes with which busi-
ness men found themselves confronted when the post-
war boom collapsed in 1920, few caused more uneasi-
ness or uroused more discussion than the practices which
came to be called ** hand-to-mouth buyving.” The con-
cern which was felt at that time-—when the phenomena
were ascribed to the business depression—inereased dur-
ing the following vears as it became apparent that hand-
to-mouth buying continued even with greatly increased
activity of business. It came indeed to be held responsi-
ble in many quarters for so-called * profitless pros-
perity.”

This study takes the business man's phrase ** hand-to-
mouth buying” and interprets it in terms of both the
business and the economic issues involved. On the basis
of a great mass of business statistics, it undertakes a
measurement of the changes which have been going
on and of their actual significance in the organization
of production and distribution of goods. Examination
is made of the relation of all of these phenomena to the
problem of business stabilization; and the forces which
are likely to determine the future of hand-to-mouth
buying are set forth.

The atudy represents perhaps the most extensive ap-
plication of trade statistics to a practical problem that
has vet been made. Through first-hand contacts with

vii
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business, the author has supplemented the large volume
of data which the Department of (ommerce and the
Federal Reserve Board have been eollecting over a dee-
ade with statistics obtained from trade associations and
individual concerns. The result is a volume which
should be valuable not only to business men who have
found hand-to-mouth buving a matter for consideration,
but to all those who are concerned with problems of
trade, business stubilization, and ceonomies generally.
The members of the statf appointed to aid the author
in the preparation of this book were Charles O, Hardy
and Cleona lewis.
Evwin (. NOuRSE,
Director.

Institute of Economics,
September, 1929.
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PART I
THE SETTING






CHAPTER 1

THE PHRASE AND ITS BUSINESS
BACKGROUND

The American genius for coining or adopting pic-
turesque phrases is nowhere better exemplified than in
the parlance of business. The same rhetorical adroitness
that characterized “ taxation without representation ”
and created such slogans as  protection of infant indus-
tries,” “ the American system,” “ the full dinner pail,”
and “ make the world safe for democracy ” has given
us, in business, “ trust-busting,” “ unfair competition,”
‘ business as usual.” “ mass production ”’ and “ simplifi-
cation.” Sometimes such phrases are slogans for the
creation of a business attitude, as was the case, in 1917,
with ¢ business as usual.” Sometimes they are used to
characterize a sitnation in business or a condition of
cconomic affairs, and of this sort American economic
history furnishes many examples.

The period following the war brought a variety of
situations which found their descriptive tags. Around
such concepts and phrases as “ buyers’ market,” ¢ excess
capacity,” « plethora of funds.” ** Fordizing,” ** back to
normaley,” * disparity of prices,” “a depressed agri-
culture,” “ orderly marketing,” and “ profitless prosper-
ity we have organized much of our post-war thought.
or at least much of our discussion.
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Beginning about 1920 the recorders of current busi-
ness history became widely articulate on a subject called
“ hand-to-mouth buying.” ' Tn the years that have fol-
lowed, written and oral dizcussion of this topic has been
general and profuse. Magazines of business have given
extended space to the theme; numerous trade journals
have discussed it; the economic surveys have commented
upon it; it has been repeatedly mentioned in the reviews
of Federal Reserve Districts;’ even the most widely
read American weekly has honored it.

Trade associations have circularized their members
concerning hand-to-mouth buying. Many business con-
vention programs have discussed the question. Confer-
ences to consider the subject have hrought together
manufacturers, railroad men, wholesalers, publishers,
bankers, and university professors.” Much of the dis-

*This was by no means the first time the term was used; see
for example Chapter XXII.

*See for example those of the 4th District for October 1, 1928.

?One such conference was that held in Chicago in February,
1927, under the auspices of the Metropolitan Life Insurance
Company and participated in by such men as M. J. Gormley of
the American Railway Association; Walter C. Carroll, Vice-
President of the Inland Steel CompanﬁWheeler Sammons, Presi-
dent of A. W. Shaw Company; and Roy L. Davidson, President
of the National Wholesale Grocers’ Association. The papers given
were published by the Metropolitan Life Insurance Company in
a little volume called Hand-to-Mouth Buying.

A symposium on the subject was published by the Farmers’
Loan m(i Trust Company of New York. It includes statements
by President DuPont of the DuPont Company; Louis F. Bwift
of Swift and Company; J. Edson White, President of Armour and
Company; Alexander ee, President of the International Har-
vester C{m y; H. 8. , President of the Central Leather
Company; Fairfax Harrison, President of the Southem Railway

om; S I Markham, Chairman o the Bonrs Shubber Gonn
; P. W. Litchfield, The r Tire and Ru om-
pany; Jac Johnson, at that time Chairman of the Board of
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cussion, a8 might be expected, has been entirely superfi-
cial; some of it has been thoughtful and thought-
provoking; and a considerable part of it has been of a
character well calculated to make the business man be-
lieve that he confronted a problem which needed analysis
and consideration.

The problem of hand-to-mouth buying is in certain
senses a war baby. It was neither a planned for nor an
anticipated offspring. Rather it was a foundling which
American business found upon its door-step, when the
confusion of war and immediate post-war activity had
passed.

The business antecedents of post-war hand-to-mouth
buying are the events which began with the outbreak of
the war in Europe in 1914. At that time the United
States was in a period of minor depression which had
been becoming increasingly serious since the latter half
of 1913. The first shock of war was paralyzing to Ameri-
can business. In July, 1914, the New York Stock Ex-
change was closed, to remain closed until December.
Pig iron production declined from 2,348,000 tons in
March to 1,516,000 tons in December. Unfilled orders

The Interational Shoe Company; and Edward Prizer, Chairman
of the Board of the Vacuum Oil Company, among those of nearly
60 comparable “ captains of industry,” not to mention Professors
Tnussi%vOgburn, and Kemmerer.

Mr. Wheeler S8ammons reported in System for April, 1927, that
for “ over seven months hand-to-mouth buying has been among
the subjects pointed to as of greatest current intercst by the
members of the Council on The Trend of Business.”

Nor has the subject lacked discussion in academic circles. It
was made the central topic for the marketing section of the
American Economic Association in 1927 and was given con-

siderable prominence in the Annals of the American Academy for
September, 1028
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of the United States Steel Corporation went down nearly
25 per cent; building permits for the last quarter of the
year were barely more than half those for the second
quarter. The index of production in basic industry de-
clined abruptly. The end of the year found the country
in a state of serious depression.

But in 1915, as orders for war supplies poured into
the country, conditions began to improve rapidly. Dur-
ing the year prices advanced, production grew, and ex-
ports expanded. The year, indeed, marked the beginning
of an expansion which, with increased production, ex-
panding trade, active employment, and general pros-
perity, grew into the vast and powerful industrial ma-
chine organized for the United States’ participation in
the war. With our entrance into the war in 1917, gov-
ernment price control was introduced into a number of
industries. (C'ompulsory military service and enlistment
drew their millions into the army, but the industrial
mechanism continued to function with tremendous
energy.

With the close of the war there came a momentary
recession and confusion. Foreign trade hesitated, stock
prices slumped, business felt that the cra of war boom
was over. But this recession quickly gave way in 1914
to what was probably the most excited business activity
the United States has ever experienced. Building, which
had been neglected during the war went into a revival
which made an enormous demand for materials and
labor. New securities came out in unprecedented
volume, the funds being used for building, for the ex-
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pansion of our industrial equipment, for state and
municipal developments, and for railroad improvements.’
This expansion of equipment, a climax to the expansion
of the war period, was accompanied by a rise in com-
modity prices, the index of which rose from 193 in
February, 1919, to 247 in May, 1920. Sky-rocketing
of prices induced a mad scramble for commodities.
Speculation in goods was rampant, inventories piling
high in physical form and even higher in dollars-and-
cents value. To many people no price seemed too high,
as the price was always higher when another purchase
was made. Consumers and merchants complaining of
high prices were told repeatedly : * They will be higher
when you buy again.” The demonstrated truth of this
statement led eventually to a degree of acceptance on
the part of consumers and added to the willingness of
retailers, wholesalers, and manufacturers to expand
operations and inventories in prospect of better prices.
The old price landmarks were inundated in the flood of
rising prices. For manufacturer, for merchant, and con-
sumer all sense of price perspective was lost. The gen-
eral spirit of the time was to ride with the flood rather
than to attempt to stem it.

The peak of this post-war boom came in the spring
of 1920. Commodity prices reached their top in May.
A rapid decline followed. Two facts, important for our
purposes, began to impress themselves upon the general
mind. The first was the large inventories of finished
goods, partly finished goods, and raw materials. The

* Review of Economic Statistics, 1921, p. 98.
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second was our enormous physical capacity to produce
goods. This enormous physical capacity has repeatedly,
since that period, been called overcapacity. There ap-
pear to be but few major industries concerning which
overcapacity has not been alleged.

Orders which had been avidly placed in the preceding
period were, in 1920, slashed mercilessly with cancella-
tions. Inventories, which had made men rich in the
preceding period, bankrupted them now. Forced sales,
cut prices, liquidations, were rife. A new phrase, “ buy-
ers’ strike,” was heard on everv hand. Condition of
purchase and sale were soon characterized by the term
“a buyers’ market,” not because buyers would buy but
because buyers could buy more or less as they would.
And *“as they would” was said to include placing no
orders ahead, buving in small lots, buying only for im-
mediate requirements—that is, buying from hand to
mouth.

While the changes thus briefly described are the busi-
ness facts out of which hand-to-mouth buying is said
to have come, these changes are by no means the only
causes belonging in a list of origins of modern buying
attitudes. To some extent these attitudes come from
causes much more remote than the expansion and col-
lapse of war and post-war business. While a somewhat
more extended consideration of these causes is under-
taken at a later point,’ it is worth while to remark here
that many agencies and influences played a part. Edu-
cational forces have long been at work, tending to induce
purchasers to strive for lower inventories, more rapid

* Chapter XXIL
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turnover, and greater efficiency in purchasing methods.
[mprovements in transportation and communication
lend themselves to the buying attitudes now common.
Price decline is vital.

But when considering the business changes and the
cven more remote causes which have brought hand-to-
mouth buying, we are likely to overlook the most signifi-
cant implications of the matter. Business problems have,
usually, a setting, a significance that runs deeper than
the symptoms most easily observed and most commonly
discussed. The problem of hand-to-mouth buying is no
exception to this rule. While distinctly a problem of
husiness, it is as definitely a problem that has its sources
in and its effect upon our methods of economie produe-
tion, and our scheme of organizing industry. While it
may raise difficult issues for any particular business, it
is at bottom concerned with business as a method of
organizing industrial activity. To discuss it without a
consideration of its relation to these matters would be
to omit those phases of the problem which are of most
concern and of most interest.

We may turn. therefore, for a beginning, to the eco-
nomic setting of hand-to-mouth buving.



CHAPTER II

THE ECONOMIC SETTING OF THIS BUSINESS
PROBLEM

Hand-to-mouth buying is a business phrase for a
business problem. But the phenomena involved have
their origin in a certain institutional setting, and the
problems they raise have economic bearings of great
significance. These arise from the peculiar importance
of buying and selling in the organization of modern
economic life.

I. SPECIALIZED UNITS AND THE FLOW
OF TRADE

It is unnecessary to do more than remind the reader
that specialization is one of the most important methods
of mass production. It not only exists in factories, but
is used in banks, stores, offices, and every other unit of
our productive mechanism where output is large and
management efficient. Tts use always requires that one
specialist after another be moved to “the work,” or,
as is far more common, that “ the work " be moved from
one specialist to another. It is the latter method which
has brought the high development of work routing and
scheduling in manufacturing plants.

But specialization of economic units is more impor-
tant for our purposes. This is the specialization which

12
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gives us not a series of operations within a plant, or
store, or office, but a series of plants, stores, and offices.
This is the specialization which has substituted for the
farmer selling his product to the village consumer, a
farmer, a produce exchange, a wholesaler, and a retailer.
This is the specialization which gives us brokers and
merchants, commission men and sales agents, advertising
agencies and transporting companies. It gives us all the
specialists of trade.

But this specialization gives us also many specialists
who are not in trade in the ordinary sense. It gives us
the specialization of mining companies, farmers, and
manufacturers as well. A farmer raises cattle. From
these one manufacturer—the packer—produces hides,
a second leather, a third shoes. These are shipped to a
wholesaler or a retailer and come eventually, fully pro-
duced, to the consumer. In bringing them there, contri-
butions have also been made by the railroad, the trucking
company, the telegraph and telephone concerns, the bank.
the insurance company, and many other businesses the
specialized work of which though less obvious is none
the less real.

Production by spectalized untts results in what may be
termed the flow of trade. Such production, by specialized
units, makes necessary a continuous process of physical
adjustments, the adjustment of the work done by one
unit to that done by others, The iron-mining company’s
output must be related to the transporter’s capacity, and
this to the stecl manufacturer’s needs, this to what the
maker of agricultural implements will handle, and this
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to the farmer’s requirements. The farmer’s production
of wheat may be carried toward further production by
cobperatively or privately owned elevators ; and the phys-
ical activities of these must be related to central market
buyers, to millers, to exporters, to bukers, and to retailers.

It is in this constant physical adjustment of the work
of the specialized units that there is effected for industry
as a whole a tlow of partly finished goods in the process
of production, comparable to that existing in any single
factory. The specialized economic units of the nation—
indeed of many nations—are but one great plant, with
the work of cach geaved with the work of others as care-
fully as its managers are able to effect that relationship.

II. CONTRACTUAL ORGANIZATION OF SPECIAL-
IZED UNITS—THE FLOW OF ORDERS

The task of relating and organizing the array of spe-
cialized units which make up our productive mechanism
might well challenge the ambition and defeat the ability
of the greatest production engineer, planning com-
mission, or board of industrial strategy. But it is well
enough known that there is no production engineer, or
planning agency, in charge of activities of American
industry as a whole. The process of directing our pro-
ductive machine is quite different from that which we
find within a manufacturing plant. Tn the latter the
work of one man is related to the work of another by the
scheming of a manager, or a superintendent, or a plan-
ning department, the officers of which comprehend the
whole arrangement of work. But the organization into
a system of our specialized units (some of which are
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themselves gigantic integrations of many units) is left
to the judgment and skill of the individuals in charge of
each of them. These men—business men—are the organ-
izers, not only of their own businesses but, in effecting
relationships with one another, of the system as a whole.
There is no general organization of industry excepting
as business men agree upon relationships.'

The specialized business units are organized into a
system by means of buying and selling. The character-
istic method of establishing a relationship between two
businesses is by an agreement or contract to buy and
sell. The method is made possible through a great vari-
ety of markets. Some are highly organized and institu-
tionalized, some are altogether informal: some work
crudely, some smoothly. In some the parties meet on
even terms, in some one party may have an advantage.’
but all have a single use—to effect the adjustments be-
tween one specialized producer and another, or the last
of a series of producers and a consumer.’

Tf the term “order ” is used to designate all types of
contractual arrangements, we may say that the flow of

'To speak thus of business organizing industry is something
of an exaggeration. Important industrial activities such as road
building, education, carrying on wars, distributing mail, and deter-
mining justice are organized chiefly in more socialistic ways. So,
too, it would be an exaggeration to say that our economic units
are all business unite, for our more socialized activities are carried
on by governmental rather than business units.

*What are even terms and when advantage is taken are, of
course, matters of judgment, sometimes determinable by legal
process.

* Through it all runs a constant series of computations of prices
and profits, prices at which materials, equigglent. and labor, and
goods at all s of production may be bought and sold. The
pervasiveness of these price calculations has caused our system
of adjustments to be frequently characterized as a price system.
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goods among our specialized business units is organized
by a flow of orders. With few exceptions the physical
transfer of goods is at every step attended by, indeed
predicated upon, an order or contract explicit or implied.
The actual physical movement of goods is in terms of
these agreements.

Production may be “on order” or in advance of
orders, While goods do not ordinarily move from one
producer to another excepting on orders,’ they may be
made ready to move long before orders exist. The busi-
ness man is guided in production in two ways: (1)
orders in advance ; and (2) “ observation of the market.”
The latter may be little more than a hope of the future,
or a comparatively casual observation of price move-
ments, or it may be the most careful and intensive mar-
ket analysis and measurement of sales potentialities.

Agriculture furnishes a most striking case of a gigan-
tie indunstry with eomparatively small amount of order-
placing in advance. The great bulk of the nation’s erop
of corn, wheat, livestock, and cotton are produced at the
risk of the farmer without the hedee of advance orders,
with, indeed, comparatively no commitments on the part
of anvone to buy at a satisfactory price, or even to buy
at all.® Even in agriculture, however, the advance order

(3

¢ Consignments are an exception, for example.

* This is far from saying that the farmer has no assurance in a
realistic sense. Producing, as he does for the most part, the
elementary necessities of life, he has an assurance of demand which
is equalled in few, if any, industries. This assurance of demand,
in general, always apparent and always expressing itself through
organized markets, is one of the strong and at the same time weak
elements in the farmer's position. It is one of the factors which
causes many persons to undertake farming who would not other-
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is by no means unknown. Wool is bought “on the
sheep’s back ” months beforc the sheep has grown it.
At times calves are contracted for before they are born.
C'rops of vegetables for canners are frequently produced
* under contract.”” Wheat and cotton are often bought
before harvest.*

From the standpoind of « given producer, there are
obvrous advantages in having commitments precede pro-
duction. A3 one can see clearly enough, any specialized
producer ““ with orders on the books ” can proceed with
comparative assurance. In line with the orders received.
he may plan his own production program. He may, as
the phrase goes. ¢ budget his activities.” He may lav out
a labor policy and employv workers to the degree that his
orders justifv. His purchases of materials and equip-
ment may be pre-planned as to quantities, qualities, and
time. If the orders have been taken at sufficiently high
prices, he may do these things with a partial, and at
times a considerable, insurance against loss. The insur-
ance would be complete if commitments (including labor
agreements) were absolute, but cancellations or resigna-
tions become frequent when bhuyvers ov sellers find them-

wise undertake it. For the staple crops there are always buyers
at “the market price.” It is much less apparent that there is
slways a market for all non-agricultural types of goods which
may be produced. Accordingly the difficulty of selling offers a
greater deterrent to entrance into some lines.

® At times, also, a profit is attempted through a stoppage rather
than an encouragement of the flow of goos:s. Men buy goods
and hold them for no purpose but an expected advance in price.
Such activities may be in form of merely speculation in inventories
used in one's regular business, or they may be the purchasin
and holding of goods by a perron who has no other contact wit
the movements of trade,

3
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selves confronted with losses, or even with possibilities
of buying or selling on materially better terms.

But there are also certain disadvantages of commit-
ment in advance. Most important of these is the elimina-
tion of the chance of profit by price advance. The man
who agrees to deliver goods three months hence at a
stated price, although hedged against many risks, does
at the same time bhar himself against gain from rising
prices.’

Indeed the desirability of a steady tlow of advanee
orders has often been presented as a basis for business
stabilization. Such an ideal low of orders is thought of
as one which would make possible a sort of ideally sta-
bilized production; an ideally stabilized flow of goods."
An ideal program for the flow of orders might be con-
ceived as one in which consumers gave orders in advance
for all goods of all kinds which they wounld consume in a
given period. On the basis of such a concept, it is easy
for an active imagination to construet a scheme of social
budgeting, or pre-planning for all the activitics of spe-
cialized production. Consumers’ orders might be col-
lected by retailers, who would transmit them as their
own orders to wholesalers or manufacturers. When each
manufacturer had received his quota of the orders, he

*In the ordinary course of trade, however, advance orders are
rded as a benison, not a danger. This assumes necessarily
that the orders are taken at a price offered by the seller, or at
least one to which he has agrced. One might assume, therefore,
that contract prices would include a calculation by both parties
of the possibilities of price advance before time of delivery.

* Utopians as well as business men have pointed out the merits
of such social organization. The concept of business stabilization
and the concept of complete pré-planning by gocial agencies are,
in certain respects, interestingly near alike.
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would proceed to secure funds, labor, and materials and
to organize his production program. Thus one may imag-
ine society performing its economic activity under a
grand plan—a gigantic system of budgetary control,
which if perfected would eliminate unemployment, ex-
cess capacity, and periods of business depression.’
Magnificent as such a notion appears when one’s engi-
neering attitudes are uppermost, such a pre-planned
svstem of social production, such complete stabilization,
based on complete orders, would be extremely difficult
under any conditions yet proposed. Tt is apparently
impossible under a system of free consumer choice and
freedom of individual decision in business. In the first
place, consumers “ do not choose ” to order in advance.
The desires of tomorrow may not be desires of today,
and the consumer knows that fact. Moreover, most goods
are bought for a period of use, and even for an indi-
vidual, the point at which an article is consumed and
the rapidity with which that point is reached varies
from time to time.” For many tvpes of goods also,
the consumer will desire to see samples if not the
* Through the philosophy of consumer codperative organization
there has run a strain of the ideal industry organized from such
a point of view. In England and Scotland integration has been
carried back from the retail store to wholesaling, manufacturing,
and importing. So prominent an observer as John Stuart Mill
hopefully viewed the possible “social justice " and “ beneficial
ordering of industrial affairs” which he believed might grow from
consumer organization. (See his Principles of Political Economy,
Book IV, Section 6.) Other discussions of the possibilities and
the limitations of economic organization based on consumer co6p-
eration may be found in Fay, C. R., Codperation at Home and
Abroad; Woolf, Leonard 8., Co-6peration and the Future of Indus-

try; and Webb, Sidney and Beatrice, The ("onsumers Codperative
Movement.

» Unless one assumed some scheme of fixed prices, the price
difficulties outlined above would probably be insuperable.
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actual unit to be delivered.” The preparation of a
sample of a complicated article implies at least that the
productive machinery for making that article in quan-
tity has already been designed and constructed. The
business man at present is under great pressure
while producing a line of samples, therefore, to meet
what be believes will be the desires of purchasers. Where
the machine technique exists he must not only establish
a plant and equip it with the machinery and fixtures
necessary for production, but he may also have found it
necessary to have planned for the machines which made
his machines, the machines which made those, and so on
through long series of actions.

Seasonal production and the vagaries of nature make
impossible perfect pre-planning of industry or perfeet
fulfillment of much pre-planning that exists or might
be attempted. No system yet devised will eliminate
nature from the problem of controlling the flow of goods.
Contemplating the difficulties of a planned and stabil-
ized production based on stated consumers’ wants, onc
must conclude that the satisfactory invention of such a
riskless and non-speculative economic order is farther
in the future than the devising of mechanisms to place
risks where they can best be borne.

Social arrangements which formally limit consumers’
choice and which formally limit business men from prof-

“ It was on a basis of widely distributed samples that even the
Ford Model A became extensively ordered in advance. Yet con-
fidence in Mr. Ford as a super-capable and reliable manufacturer
is little short, of a religion and the forthcoming Model A received

an unequalled amount of free publicity. Its prospective appearance
was surpassed in general interest by few national eventa.
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iting by the miscalculations of others or by their own
superior shrewdness to the extent neeessary for budgeted
social production is simply not our system of free con-
sumer choice and individual decision in business, It is
entirely conceivable that such arrangements might be
constructed and that certain gains would accrue. That
the consumer’s freedom and opportunity for varied con-
sumption would be decrcased is probable.” That the
losses from bad guesses as to what consumers will want
or can be made to want, from production at too high
a cost, could be lessened seems more likely.

The most dramatic conflict in American economic
ideas ts the struggle between our “ engineering” and
our “ private enterprise ” attitudes. This is not a con-
flict between classes: it is a clash of ideas—of ideas
found in ncarly every one of us. In the American busi-
ness man, indeed in most Americans, there is no notion
more deeply imbedded than that of orderliness of
procedure, of dependability, of efficiency, of organiza-
tion. Few ideas appeal more to us than an all-embracing
scheme of engineered production ; a “ planned economy.”
Almost all Americans have an “ engineering complex.”
On the other hand, private property, freedom to experi-
ment and invent, the right to strive for improvement,

*The writer belicves he is under no serious hallucinations as
to the present freedom of the consumer. Salesmanship and adver-
tising, and window display and what the neighbors think, as well
as other factors, control the consumer; but similar and equally
potent forces control all human actions in a society; and, in
spite of the nature of the controls at work, the individual appears
to be about as free as a consumer as he is in voting, marrying,
church-going, choosing a vocation, or carrying on any of the
other major activities of life.
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and the freedom of individual choice are parts of most of
us. The two ideas do not harmonize overly well. Effec-
tive ** planning " in the grand manner appears to involve
planning by some for the many. If America is ever
ready for the great economic strategy, for the supremacy
of the engineered society, she will have modified greatly
her faith in individual enterprise and consumer freedom.
In the meantime, Ameriea embodies both faiths in a
marked degree. Russia is the only modern country in
which there is, as some see it, the vision and the imagina-
tion, or, as others see it, the blindness and despotism,
to undertake the planning of national economy.”

If we view the flow of orders as it actually occurs in
the organizalion of our industrial life, we find that ar-
rangements are various and that they may shift. For
most goods the consumer places orders only momentarily
ahead of the transfer of goods and title. He * goes and
buys ”; and vet, as is well known, the consumer may
give an order for an automobile months before delivery
can be expected, or make an application for the services
of an edueational institution, for which he believes there
is cousiderable demand, far in advance. The retailer,
wholesaler, or manufacturer may order certain supplies
for immediate delivery or he may order weeks or months
in advance. There is no unanimity as among individuals
or trades. As orders vary in being given, so they vary in
heing received. Tt is with these variations and the shift-

¥ For discussions of economic organization in Russia see Chase,
Tugwell, and Dunn, Soviet Russia in the Second Decade; Dobb,
Maurice, Economic Development of Russia; Nearing and Hardy,

The Ecomomic Organization of Russia; and Zimand, Z., State
Capitalism in Ruasia.
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ing basis thus furnished for planning that the next Part
of this hook is concerned.

III. THE PROBLEM

Trade custom, judgments as to the balancing of risks,
and a sense of business fairness, are among the forces
which tend ro bring about somewhat established practices
in the flow of orders and in the How of goods. These
practices have a greater stability than one might imag-
ine. Yet as conditions vary and business men see oppor-
tunities to advantage themselves, changes take place.
When an accepted flow of orders or of goods is subjected
to extensive changes, serious problems are raised for
many business men. Certain far-reaching effects on
distribution may result.

At presenl there is a widespread feeling, and in some
industries an intense feeling, that the practices of giv-
ing and receiving orders are being seriously modified.
These changes are caught up and expressed in the phrase
*“ hand-to-mouth buying.” Somewhat specifically. what
statements and complaints are made ? They include the
declaration that orders are not given so far in advance
as was formerly the case, or that so large a proportion
is not placed so far in advance, or that none is placed in
advance. There is complaint that goods will not be ac-
cepted in shipment as far in advance of scasons as
before; or that so large a number of them will not be
accepted, or that they are demanded in small lots through
the season or the year with attendant increased costs.
Both orders and shipments are said to be given on a
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hand-to-mouth basis. The failurc to order in advance
and the practice of ordering in small lots is said to re-
quire that the manufacturer and others ** farther back
along the line ” have supplies making possible ordering
from stock. This means, it is said, that far larger in-
ventories must be carried.

1f these are statements of fact, they are indeed of
concern to business men. But they are also of concern
to society. If orders are placed less far in advance, is
not the organization of our whole productive process
weakened ¢ Does it not lead to an inability to plan ahead,
which results in poorer adjustments, less effective use
of resources, more idle factory time, more unemploy-
ment, more risk and loss?

On the other hand, if shipments are in small units
but in a more or less continuous stream, is not the flow
of goods more uniform and industry more stable? From
such a possible stabilization is there not better use of
the transportation facilities and of the productive equip-
ment of the country? Are there not smaller inventories
and quickened turnover and the accompanying social
economy of goods in process ?

Moreover, if it is true that all these things are occur-
ring, certain inferences may be drawn which are worth
testing. If orders are placed less far in advance, if they
are placed in small units and recurrently, it may be that
there is an elimination of a former seasonality, and that
the flow of orders through trade has become more uni-
form through the year and more stabilized. Tf orders
are placed for small lots and shipments are demanded
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in small units, it is possible that this has had a steadying
effect on trade, that the flow of goods through trade has
become more uniform and more stabilized. So also with
inventories. If in former periods inventories piled up
preparatory to certain scasonal shipping dates but have
now been replaced by inventories which must meet a
steady demand for continuous small-lot shipments, stocks
of goods may have become more stabilized.

Aside from these matters, some attention must be
given to the effects of changes in the size of orders and
changes in the period of ordering, if these exist, upon
methods of distribution. The effects on costs and who
pays them, and the effects on the position of various
middlemen need to be considered. Finally, there must
be a consideration of the probable permanency of such
changes as have taken place.

Hand-to-mouth buying is indeed a social as well as a
business problem. 1t is the purpose of this study to keep
in mind both the business and the social aspects of the
problem, but to approach it through a study of those
business symptoms of which there is complaint.
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CHAPTER [Il1I

THE ORDER BASIS OF INDUSTRY:
THE CONCEPT

In our economic world, where individuals decide what
production shall be carried on, there are; as has been
indicated, two bases upon which they may build their
plans. One is *observation™ of the markets, It is
possible to ealeulate, roughly at least, from prices being
paid for products and from prices at which materials
and labor can he bought, the kinds and quantities of
goods that it will be profitable to make or purchase for
sale. .\ sceond method is to seenre orders in advance
and make goods to order. With orders in advance, busi-
ness men may pre-plan with some seeurity ; they may or-
ganize programs of produetion, schedule horrowings and
expenditures, and engage employees.,

A period of hand-to-mouth buying s a period tnwhich
one of the bases of industrial pre-planning ts weakened.
That advance orders have heen falling off is one of the
most common connotations of the phrase “ hand-to-mouth
buving ™ as the business man nses it. With a falling off
in futures buving, so say business men, go certain con-
sequences : there is uncertainty: goods, if made in ad-
vance, must he made for stock: manufacturers must
carry unprecedented inventories. These are all matters
with which any business may well be concerned. But
orders in advance may be looked at also from the point of

3
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view of industry as a whole. So viewed, a single unfilled
order means that some part of our industrial machine
has been committed to a certain activity. So viewed,
the total of unfilled orders reflects the total amount of
activity which has been agreed upon. So viewed, the
total of unfilled orders reflects the extent to which in-
dustrial plans, which relate the specialized business
units, one to another, have been determined upon ; they
show the measure to which individual businesses are, at
a given moment, tied into a svstem.’

It follows that a change in the amount of unfilled
orders is of social as well as business concern. More
hand-to- mouth buying in the scnse of less futures buying
means a lessening of the pre-planning in industry gen-
erally; a loosening of the ties that bind the many eco-
nomic units into one. If all other conditions remained
the same and unfilled orders fell off, it would indicate
that there was a weakening of what mav be called the
order basis of indusiry.

Unfilled orders used nlone are an unsatisfactory mea-
sure of indusirial pre-planning. They have been ex-
tensivelv =0 nsed however. Particularly popular has
been the record of nnfilled orders of the United States
Steel Corporation ax a measure in business forecasting.

The assumption behind such use is that the amount
of unfilled orders measures the productive activity which

* It must be remembered, of course, that unfilled orders may be
cancelled. The degree to which this occurs when u less promising
business outlook presents itself varies greatly from industry to
industry. It depends not only upon the law concemlng execution
of contracts hut also upon customs in_the trade. the type of

persons common in trade, and the seriousness of the changed
conditions.
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will take place in the industry. Such is often a mistaken
assumption, however. .\n increase of unfilled orders
may indicate a subsequent increase in production and
sales, or it may indicate only that there is a larger
amount than before of advance ordering in proportion
ComPARISON OF UNFILLED ORDERS WITH SHIPMENTS
Enameled Ware Baths, January 1922-December 1928
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to the amount of business which will actually be done.’

A smaller amount of unfilled orders at one time than at

another may indicate a subsequent decrease in ship-

ments, or it may mean only less advance ordering in

proportion to the shipments which follow. Unfilled

. "The unfilled or advance orders on a company's books may be
increased by an increase in the number of orders received for
the customary period in advance, or by an increase in the period
of ordering ahead or by a combination of these.

4
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orders may be declining while shipments are steadily
improving. How futile would be the attempt to estimate
shipments from unfilled orders is shown in the chart on
page 33." Moreover, advance orders are not all equally
far in advance, and the length of time makes a difference
in the inferences that can justifiably be drawn from
observations of the amount of unfilled orders.

Better than unfilled orders as @ measure of the extent
to which activity is postulated on commilments is the
ratio of unfilled orders to the aclivily which follows.
Probably the best measure is the ratio of unfilled orders
to shipments, or sales in the sense of shipments. Where
lack of data makes this comparison impossible, other
activity figures are useful. For example, the ratio of
orders to produection is in certain cases a good indication
of the order basis.*

The commitments made in advance are usually re-
corded in one or both of two places. On the books of the
company making the sale they appear as unfilled orders:
on the books of the concern making the purchase they
may be set down as orders outstanding. For a con-
siderable number of industries advance commitments
have been compiled by certain publie agencies.' For

*Data are unfilled orders on hand at the end of cach month
and shipments during the month of enameled ware baths, as
rePortetr in the Survey of Current Business.

While several methods of measuring the order basis have been
employed in this study, the ratio of orders to shipments has been
employed wherever possible.

*The U. 8. Department of Commerce has, for a number of
years, gathered these statistics; the Federal Reserve Board has
carried on the work less extensively in certain fields of trade.
Trade associations have also collected figures from their members

which in some instances are valuable direct sources and in many
cases have been included in the Department of Commerce figures.
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the purpose in hand, data from a large number of indi-
vidual companies have also been obtained. Where the
number of individual companies in a single industry
is considerable these data have been compiled for presen-
tation.' Tn other cases the experiences of individual
concerns are shown separately.

A study of hand-to-mouth buying thus leads to a study
of the degree of pre-planning among industries. Of par-
ticular concern are the changes in this situation during
the so-called hand-to-mouth period, commonly spoken
of as beginning with the collapse of activity in 1920
and continuing through the present. \What has been
happening to the order basis of industry ? Has the busi-
ness man’s basis for making plans been improved or
impaired? Has the contractual integration of our in
dustrial mechanism been growing stronger or weaker ?
Have the changes during the period been uniform in
trend or have there been variations in tendency ! Have
such changes as have occurred been similar in various
industries? So far as data make it possible to sav, how
do the recent and enrrent sitnations compare with the
pre-war situation ?

It goes without saving that in studying this matter
a sampling method has been necessary. By no means
all industries are represented, but the varietv is reason-
ably satisfactory.

*The courtesy of the National Canners Association and its

membership has made it possible to secure information from a
large number of canning companies.



CHAPTER 1V

THE ORDER BASIS: CERTAIN INDIVIDUAL
COMPANIES

A study of the order basis of industry is best begun
with certain individual companics concerning which
some detail can be given. Specific cases serve hetter
than composite industry pictures to illustrate the con-
cept. Moreover, the records of the companies used have
great significance either because of the outstanding im-
portance of the concern in the industry, or because there
is reason to believe that the specific case is typical of
the industry, or for both of rhese reasons.

1. A LARGE SHOE COMPANY

The expericnce of one very large shoe company is
first to be studied. This concern sells shoes for men,
women, and children through hundreds of dealers
scattered widely over the country. While not disregard-
ing style, the company’s emphasis is upon staple lines.'

The data presented were obtained directly from the officers
of the company concerned, the courtesy of whom can be acknowl-
edged only in anonymity, as it was their wish that the company's
identity be not disclosed. .

erence and correspondence with many shoe companies
and shoe trade association officials indicate that this company’s
experience is a very general one. One concern selling “ high " style
merchandise gives a report somewhat at variance with the record
of this company.

36
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To understand the experience of this company, it is
necessary to be familiar with a merchandising policy or
practice which has for many years obtained with refer-
ence to a large part of its business. This practice con-
sists of the solicitation in the late summer and fall of
orders for spring goods (that is, goods to be sold by the
retailer in the spring), the opening shipping date for
which, from the factory, is December 1. For fall goods—
that is, goods to be sold by the retailer in the fall—the
practice consists of solicitation of orders beginning
with January, and with the opening shipping date on
May 1. The company’s agrcement with its customers
on such orders postpones the requirement of payment
until the heaviest part of retail selling is over. The
business so handled is for this reason conveniently
referred to as the * future pavment husiness.”™ With
arrangements thus made, it follows that upon the open-
ing shipping dates—namely, May 1 and December 1-
of each year this company may have on hand orders
which have been booked over a series of months and
which as they accumulated formed an order basis upon
which the company could plan its operations.

What, if anything, has happened to these advance
bookings? Ilave orders taken in advance of opening
shipping date continued to be as large a part of the
vear's net shipments as was formerly the case, and have
such orders been sccured as far in advance as before?

The evidence shows an extreme falling off tn advance
bookings. When 1927 and 1928 are compared with the
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earlier years, the table on page 39 shows that an almost
revolutionary change has taken place. In 1916 orders
for spring goods, for example (those which were sold
by the retailer in the spring of 1917), were taken in such
a way that 8 per cent of the vear's net shipments were
secured four months in advance of opening shipping date
(December 1, 1916), 10 per cent more three months in
advance, another 10 per cent two months in advance, and
6 per cent more one month in advance. A total of 34 per
cent of the year’s net shipments were thus on the books
as orders for spring goods one month in advance of the
opening shipping date. In 1918 and 1919 no orders
for spring goods were secured four months in advance
of opening shipping date, but large advance bookings
veere secured two or three months ahead. In 1928 there
were no orders four months in advance, no orders three
months in advance, only 1 per cent of the year’s net
shipments two months in advance, and 1 per cent taken
just one month in advance. If we examine the total
bookings of spring goods, it appears that in 1919 there
were 58 per cent of the year’s net shipments on the
books of this company at least one month in advance
of opening shipping date, while in 1928 there were
only 2 per cent as an order basis one month or more
in advance.

A comparable situation obtained for fall goods, as the
second section of the same table shows. The summary
for a year’s goods in the last section of the table presents
the relation of total advance bookings to the vear's
business.



ORDER BASIS: CERTAIN COMPANIES 39

ApvaNCE Bookings, 1916-1919, 1927-1928 »

(Bookings for indicated period in advnnee of the opemng nhxppmg datc cxpreued
as a percentage of net shipments for respective cal

1. Spring Goods, Booked in Advance of December 1 of Precedmg

Year

Length of Period 1916 1918 1919 1927 1928
4months......... 8 0 0 0 0
3months......... 10 13 18 0 0,
2 months. .. ... .. 10 10 30 1 1
ITmonth...... .. .. 6 5 10 4 1

Total, 1 month

or more. .. ... 34 28 58 5 2

I1. Fall Goods, Booked in Advance of May 1 of Given Year

Length of Period 1017 1918 1919 1927 1928

4months ... ... .. 1 1 1 0 0
3months. .. ... .. 12 5 1 0 0
2 months ... ... 11 19 15 1 2
lmonth.. ... .... 7 14 19 2 6
Total, 1 month
ormore...... 31 39 36 3 8

II1. Year's Goods, Booked in Advance of Opening Shipping Date

Last | First
Length of Period] Half | Half | 1918 | 1919 | 1927 | 1928
of 1916 of 1917

4 months....... 8 1 1 1 0 0
3 months....... 10 12 18 19 0 0
2 months....... 10 11 29 47 2 3
1month....... 6 7 19 27 6 7
Total, 1 month
ormore....| 34 31 67 94 8 10

* Data for advance bookings cover the last six months of 1916, the
first six months of 1917, and the years 1918, 1919, 1927, and 1928.
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In the chart on this page is shown graphically the
advance bookings which have just been described in
detail. The bars show the relative amount of orders
for spring goods, fall goods, and year’s goods on hand
at least one month in advance of the opening shipping
dates.”

Varving Orper Basis For A LARGE SHoeE CoMPANY

(Bookings received one month or more in advance of opening
shipping date expressed as a percentage of net
shipments for respective calendar years)

1. SPRING GOODS II. FALL GOODS IHI. YEAR'S GOODS
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The most important change, when 1919 is compared
with 191K, is the increase in total advance bookings.
In 1919 more than two-thirds of the company’s business
was booked at least two months in advance of the opening

*Both in this chart and in the table discussed above, advance
bookings are expressed as a percentage of the net shipments of
the year in which they are taken. This method of expressing the
order basis, while the only one available, is open to some criticism,
particularly for spring goods, not all of which are included in the
year’s shipments with which advance orders for them are compared.
The error, however, is not serious, as the heavy shipments of
spring goods in December place a considerable part of such goods
in the calender year in which advance orders for them are taken.
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shipping date, and 94 per cent was booked one month
or more in advance. In 1927 there were no orders either
three or four months in advance, only 2 per cent two
months in advance, and a total of only 8 per cent as
much as one month in advance of opening shipping date.
In other words, a very large part of the business which
the company formerly handled through advance book-
ings had fallen into the class of “ current business.”’
This condition continued through 1928.

The data just examined give us a vivid picture of the
relative amount of advance bookings obtained in several

* An officer of the company gives the following comments on the
advance booking experience of 1916-1919. His observations that
the earlier years are approximately “ normal ” make all the more
interesting the change in 1927,

The last six months of 1916 and the first six months of 1917
are the oldest records available covering the information shown.
It is believed, however, that the advance bookings in these two
periods were reasonably close to the normal condition during the
pre-war ycars of 1912 to 1915.

While it is true that a rapid price advance occurred during
1916 and 1917 and this would seem to have stimulated advance
bookings and made these greater than normal in these two years,
it will be noted that the year 1918 does not show a very different
condition. In this year of 1918 there was very little price change.

Starting in 1918 at about the level existing at the end of 1917,
prices fell off almost 10 per cent during the second and third
quarters, then recovered in the last quarter to a point slightly
in excess of the starting level. On account of the price gituation.
it is felt that there would have been no special incentive toward
advanced bookings during the vear 1918. For this reason the
advance bookings actually made appear to have been the re-
sult of regular habits existing over a long period of time. This,
taken together with the 1916-17 figures, would seem to
indicate that these first two years show about the normal situa-
tion with respect to advance bookings in the pre-war period.

The year 1919 is shown as being typical perhaps of an ab-
normal year with respect to advance bookings. This was, no.
doubt, due to the rather ugectacular price advance which oc-
curred during this year. This is rather borne out by the fact

that the larger advance bookings occurred almost entirely
during the last six months of this year.
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vears for that large section of this company’s business
which is called its future payment business. Additional
information makes it possible to compare the advance
orders on hand at the close of each month for several
vears." Such a comparison enables us to see to what
degree, if any, advance ordering for all the company’s
business has changed in its distribution through the
vear. Particularly, we may ask, was there the same
seasonal cumulation of advance orders in 1927 and in
1928 that existed in earlier years?

The seasonal cumulation of orders noticeable in the
carlier years had disappeared in 1927 and 1928. A
DISAPPRARANCE OF SEASONAL PEAXS IN ADvANCE ORDERS OF A
Larce SHoe CoMPANY

(Orders on hand at clo~ of indicated month, expressed as per-
centage of net shipments for the respeetive ealendar year)
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glance at the table on page 43 and the chart on this page
makes this strikingly apparent. Considering the situa-
tion in 1916, one observes that at the close of July there
were only a few advance orders on hand. During the
next four months salesmen were securing business which

*The fact that these data are concerned not only with the future
payment business, but with other business as well, makes them
not strictly comparable with those discussed above.
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was being freely placed in advance, and orders cumu-
lated to a peak in November, declining abruptly when
heavy shipments began on December 1. Tn the next year
orders for fall business were solicited beginning in Janu-
ary, and such orders given freely for advance shipment,
cumulated to another scasonal peak in April.

ADVANCE ORDERS, BY MONTHS

(Orders on hand at close of indicated month expressed as a percentage of net
shipments for respective calendar years)

1916 | 1917 | 1918 | 1919 | 1927 | 1928

January........ - 7.23 7.33 | 13.67 | 2.91 4.46
February..... .. ... | 13.98 7.93 582 | 3.02 2.08
March. . .. .. ... | 25.01 | 25.67 | 19.75 | 1.63 2.51
Aprl. . ... .. e 32.37 | 39.28 | 37.23 3.75 8.38
ay.. ..., .. 10.68 | 24.73 | 23.72 3.22 6.18
June........... .. 2.64 816 | 11.26 | 3.90 4.38
July........ ... 1.47 .. 78 2.31 3.69 1.16
August......... 8.58 .. 18 .69 | 3.50 1.20
September. . . ... 18.95 ... | 1567 | 2093 | 1.45 .69
October......... 29.78 ... | 2851 | 53.82 | 1.92 .89
November. ..... 35.86 ... | 2948 | 59.84 | 5.53 2.03
December...... 18.09 ... | 2554 | 5864 | 4.04 .64

They were again sharply reduced by the heavy ship-
ments starting in May. The 1918 and 1919 pictures are
different only in detail. Worth noticing are the cnor-
mous volume of orders in the last three months of 1919
and the apparent fact that so many were received in
December of that year that little decline was registered
in spite of December shipments.

But what of 1927 and 1928 ¢ Four facts stand out
concerning 1927. (1) The advance orders on hand at
the end of each month varied but little. (2) There
were no accumulations of advance orders comparable
to those in the former periods; buyers were placing their
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orders close to shipping date. (3) Consequently there
was no seasonal placing of orders for future delivery.
(4) Orders in 1927 furnished only the most fragile basis
for planning production for more than a brief period
ahead of shipment. In 1928 orders on hand were much
more uniformly distributed through the year than in the
period 1916-1919 but somewhat less so than in 1927,
How frail was the basis for future planning is em-
phasized in the chart which follows and the table on
Pavcrry oF Orosrs More THaN ONe MoNTH IN ADVANCE OF
SHIPMENT, 1927 aND 1928

(Orders on hand at end of indicated month as a percentage of
net shipments for the respective years)

1927 1928

L
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MONTH OF SHIPMENT MONTN OF SNIPMENT

P,

Oll'

Puc{nv r46E Rarso

page 45. It will be scen that the orders to be shipped
in the “second” and in the “ third or later months ™
ahead are few indeed. In point of fact, at the end of
December, 1927, of January, 1928, and of \ugust, 1928,
there were no orders on hand for shipment after the
“ second month.”

One conclusion must nof be drawn, namely, that order
placing has become less scasonal. What has happened is
a shifting of the seasons of ordering to correspond more
closely to the seasons of shipping. A study both of this
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company and of others, which was made, shows that shoe
shipments still have a definitely seasonal movement.
This fact coupled with the data here shown necessitates
the conclusion that there is a scasonal flow of orders
but that it is now close to the flow of goods—indeed so
close to it that a large part of the orders are filled during
the month received.

ADVANCE ORDERs, 1927 AnNp 1928, wiTH DESIGNATED MONTH OF

SHIPMENT
(Orders as a percentage of net shipments for the respective year)
Following Second Third or Later
Orders on Hand Month Month Month
at Close of :
1927 1928 1927 1928 1927 1928
January........ 1.38 3.60 1.27 .86 .26 —_
February. .. 23R 1.94 26 .07 .38 07
March. . .. .67 .30 .83 1.41 13 .80
April. . . .. .. 3.34 4.93 .13 2.02 .28 1.43
May........... .81 2.61 2.37 3.55 .04 .02
June...........] 3.78 4.33 .07 .03 .05 02
July........... 1.82 .70 1.80 .32 .07 .14
August.........|] 3.28 91 .18 .29 .04 -
September...... 81 56 05 .04 .59 .09
October......... 27 19 1.29 .56 .36 14
November. ..... 3.41 1.59 1.07 .43 1.05 .01
December. . . ... 1.74 .60 2.30 .03 — .01

II. A MANUFACTURER OF WOMEN'S HOSIERY

Figures showing changes in advance orders for
women's hosiery have been obtained from an important
manufacturer.’

I'n recent years this company has oblatned fewer ad-
vance orders than formerly and those less far in advance

* While the aid of the president of this company is here::ir
acknowledged, the name otp the company may not be published.
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of shipping date. The ratio of advance orders to total
business done by this company has declined steadily
since 1923.° (See chart on this page.) A very large part
of this drop, however, is between 1923 and 1924. In the
DEecLINE IN Orber Basis roR A MANUFACTURER oF WOMEN's
Hosrery, 1922-1927

(The ratio of advanced orders to shipments in 1922 was taken
as 100)

50r 1 50

I!!u

vear 1923 this company sccured a considerably larger
part of the year’s shipments in advance orders than it
had in 1922. As we shall see in examining subsequent
material, this is in line with the movement in many other
industries.

The tendency for advance orders to be placed less far
ahead has been most noticeable since 1924. This tend-
ency may be seen in the table on page 47, where total
advance orders on hand June 1 of each year are divided

8
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¢ Advance orders (that is, orders to be delivered a month or
more after the receipt of the order) on hand June 1, were used
in place of total advance orders. The ratio of advance orders to
total volume of business is expressed relative to 1922 = 100.
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into those which were placed for various periods ahead.
Prior to 1924, orders one month and two months in
advance were a larger part of the advance orders of this
company than they have been in recent years. So far
as placing advance orders less far in advance is an evi-
dence of hand-to-mouth buying, this company, therefore,
was experiencing the condition to a greater degree in
1922 and 1923 than during recent vears.

NuMBER OF Hosk 0N ORDER JUNE 1, TO BE SHIPPED IN INDICATED

MoNTHR
(As a percentage of total number on order June 1, to be shipped on or after July 1)
,,“:3;':,‘; g,‘,’{’:p':d 1922 | 1923 | 1924 | 1925 | 1926 | 1927
July........... 22.4 18.4 11.2 13.1 10.9 15.2
August......... 26.8 20.3 8.1 16.3 179 18.8
September-....... 29.6 26.2 10.5 15.1 30.3 38.0
October........ 11.1 15.8 7.5 11.3 10.7 12.8
November. ... .. 2.8 48 3.3 5.0 3.0 1.4
December. . . ... 4 9 2 1.3 1.0 4
Unspecified. . . . . 6.9 4.6 59.2 37.9 26.2 13.4

The changes shown above, however, do not tell the
whole story of what has happened in the relationship of
orders and delivery. The company is now receiving a
large number of orders which require such prompt ship-
ment that they do not appear at all on its books as ad-
vance orders (one month in advance of shipment). An
officer of the company writes:  Prior to 1924, three
and four weeks delivery would not cause complaint from
our customers. Two weeks constituted good delivery
prior to 1924. In 1925 one week or ten days was con-
sidered good delivery, and even now that is fair delivery.
However, during 1926 and 1927 the bulk of our orders
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went out in the wholesale trade within three days after
the receipt of the order, and the maximum for the aver-
age order is about one week.”

In the past three years, then, there has been less
placing of future orders: the future orders placed have
tended to be placed less far in advance; and, at the same
time, the period within which shipment is expected for
orders not considered advance orders has been greatly
shortened.

III. A MANUFACTURER OF MEN’S CLOTHING

One of the largest manufacturers of men’s clothing,
by supplying data, has made it possible to study advance
orders, net shipments, and the ratio of these for the
period from 1912 to 1927

Advance orders were a greater proportion of ship-
ments in 1926 and 1927 than in any of the five preceding
years. (See chart on page 49.) Such an experience
is quite out of line with that of the two manufacturers
previously studied. Indeed, this company’s experience
with advance orders has averaged better since 1920 than
between 1914 and 1920. During the period 1921 to
1926 the percentage of its business which was ordered
in advance was never less than 72 per cent and never
more than 75 per cent. In 1920 it had advance hook-

' The figures reflect the actual business done by the company
with 35 accounts representing all sections of the United States.
The company has not designated how long before time of ship-
ment an order must be received to be called an advance order,
but has applied the same standard through the period. The officer
of the company furnishing the figures has asked that the com-
pany’s name be not published.
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ings of 109 per cent of the shipments made. This anoma-
lous situation is explained by the heavy cancellations
which occurred after orders had been placed.

The variations from year to year are due to various
causes. The company explains, for example, that 1912
was a vear of great advance ordering followed by can-
cellations, with the result that advance bookings were

VARYING OrpER Basis For A MEN'S CLOTHING MANUFACTURER,
1912-1927

(Advance orders as a pereentage of net shipments of
corresponding year)

1|J 11

more than 100 per cent of shipments. In 1915 the ad-
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vanee bookings were lower than in any of the three pre-
ceding vears and, according to the company, were very
low until late in the scason. Buyers held off but ecame in
heavily just hefore shipping date. The chart shows for
1917 a rather low pereentage of advance orders. s a
matter of fact, the company received what they regarded
as good advance buying in that year: but after shipping
had begun, vetail sales went so far bevond the expecta-
tions of dealers that a large number of @ fill in " and

5



50 HAND-TO-MOUTH BUYING

“repeat” orders were placed. This swelled the ship-
ments of the company and caused the advance bookings
to appear small as a proportion of shipments. In 1919
the history of 1917 was repeated. There was heavy ad-
vance buying, but again the amount of goods needed by
retailers far exceeded their expectations and gave rise
to heavy “ fill in ” buying. The company’s experience
in 1920 has already been explained.

The merchandising policy of this company may ac-
count for its success in obtaining advance orders. This
concern for many years has advertised extensively. Its
goods are known and accepted as quality merchandise.
It is one of those companies which have established
consumer acceptance, if not consumer demand. Dealers
handling its goods are carefully selected, ordinarily
carrying little competing merchandise, and count their
own success as identical with their success in selling
this company’s goods. Under such conditions postpone-
ment of placing orders would seem to be of little concern
to dealers. In the experience of this company there is
possibly the moral for business that advertising lessens
the probability of hand-to-mouth buying and for society
that advertising may improve the pre-planning of
industry.

IV. INDIVIDUAL FOOD CANNING COMPANIES

In the canned food industry complaint of declining
future buying has been very prevalent. Access has been
had to the records of a large number of canning com-
panies, which make it possible to show, for a long series
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VARIATIONS IN THE ORDER Basis AMoNG Foop CANNING COMPANIES
(Futures as a percentage of sales of corresponding year)
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of years, for certain individual packers of various food
produets, the percentages which “ futures” were of
shipments.” \s canners must carry out their entire pro-
duction program in a short scason, an order basis as fur-
nished by their future sales or advance orders is par-
ticularly important to them.

The order basis upon which food canners have oper-
uted has varied greatly from company to company and
from year to year. The basis upon which individual
companies have planned is best seen hy ohserving the
charts on page 51, which show the pereentage of busi-
ness for which orders were received in advance by two
tomato canners, two pea canners, fwo corn canners,
two salmon canners, and two fruit canners. The differ-
ences between individual companies are not to be ex
plained in terms of size, as all arve regarded in the trade
as coneerns of good size. In most eases they are to he
explained only by the general eonditions of the trade.

Jut the sneeess of certain companies in continually
seeuring a large amount of advanee orders is nsually
the result of having established comparatively fixed
relationships with their buyvers. These conneetions are
to some extent, and in certain instances almost wholly,
based on an ability and willinguess to produce a good
grade of goods of a uniform quality. Wholesalers, or
other large buvers, who in turn have an established
elientele for a certain quality of goods, do not hesitate

* These records were obtained from the replies to a questionnaire
which was sent to members of the National Canners Association.
Each company which replied was given a number which will he

used to designate it wherever its record appears in the ensuing
discussions.
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to make contractz in advanee. Indeed, certain whole-
salers who specialize in high quality are emphatic in
pointing ont that they must place orders in advanee
to assure themselves of their requirements,

Just following the war these companies all experi-
enced a drop in the percentage of future orders. Some,
however, were affeeted far more seriously than others.
A number of them show a bad period in 1913 or 1914
a majority saw poor advance buving in 1921 while six
out of the ten show a falling off in future business in
1927. But the differences even in the similarities are
interesting. Even in the vears when several move in
the same direction, some move mueh farther than others.
Observation of these companies must not be translated
into a general picture of the canning industry (a more
general statement will be made later on page 73), yet
the variations in the histories of individual companies
noted above do give place on some oceasions to uniform
movement.

V. A LARGE STEEL MANUFACTURING COMPANY

Material has been obtained from a leading steel manu-
facturing company which has made possible the caleula-
lation of its order basis.” Its prominence in the field
makes its record of significance. There is good reason to
believe that the experienee of this company is like that of
others in the industry. \s the history extends from 1910
through 1927 it is possible not only to see what has

* The data were in part secured from officers of the company

and in part from Poor's and Moody's Manuals. The company has
agked that it be not identified.
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happened in the post-war period but to compare that
period with the pre-war and war years.

This company has experienced a “ new era” in ils
order basis since 1923." (See chart on pp. 54-55.) To
some extent the new period is evident from the end of
1921. What is this “new era” ¢ It is a period when
the ratio of unfilled orders to shipments is unlike any-

»

ORDER BasiS FoR A LEADING STEEL MANUFACTURING
(Unfilled orders at the end of each month as percentage

|
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* For the yecars 1909-1912 the ratio is for December

thing that occurs elsewhere in the eighteen years studied.
The new features are: .

1. There is a longer continuous downward trend of
the order basis (four and a half years) than has occurred
elsewhere during the 18-year history.

2. The average of the order basis for the period is far
lower than it has ever been before for a similar number
of years. Indeed, its average is lower from 1924-1927
than at any other time, excepting December, 1910.

* Order basis is measured in this case by unfilled orders at the

end of each month expressed as a percentage of total shipments
for the ensuing twelve months.
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3. The cyclical movement which appears to have been
the most pronounced characteristic of the order basis
prior to 1922, and possibly until 1924, has disappeared.

4. A clearly defined seasonal movement of order basis
began with 1924 (possibly with 1923) and continued
through 1927. There was some tendency for this to
flatten out in 1926 and 1927.

CompANY, DEcEMBER 1909-OcTOoBER 1927 *
of estimated shipments for the ensuing twelve months)
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only, monthly shipments not being available.

If we examine the order basis for the years before
1923, the cyclical swings—as has been suggested—are
the most noticeable features. Between 1910 and 1922
three cycles were completed. In each successive case the
peak rose higher than ever before. At the end of
October, 1920, at the highest point reached in the record,
the order basis was 106.9 per cent; that is, there were
more orders on hand than were filled during the twelve
months following. This peak was followed by a rapid
decline to a low in 1922 (the order basis had been
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slightly lower in 1914 and in 1915 and, as noted, has
frequently been 10\\"(‘1‘ sinee) and a moderate rise to
March, 1923 Then begins the period of gentle but
steady decline throngh 19270 which has alveady been
disenssed.

Shipments of steel also have, sinee 1923, a4 definite
seasonality not to be found elsewhere in the record. This
seasonitl movement, elearly beginning with 1924, and
observable to some extent in 1923, shows shipments
rising rapidly in January, sometimes slowing down or
falling off in February (perhaps due to the shorter
month), and rising again to a peak for the vear in
March. From this high point shipments declined gradu-
allv to a low, which is in Deceember in three of the five
vears of the period 1923-1927. In 1924 and 1925 it is
in GIalve Inoeach of these two vears the improvement
was less rapid during the autumn than it was after the
turn of the year.

The experience of this company furnishes a most
striking example of an extended change in order basis
in what has been called the hand to-mouth buying period.
It is a change which may well have the most eareful
study by those forecasters who tind significance in un-
filled orders for steel or indeed for any other commaodity.
There is strong evidence that the movement of untilled
orders corresponds (sinee 19235) mneh more elosely to
the shipments curve than ever before. Moreover, there
has been sinee 1923 a regular lag of shipments behind
anfilled orders of approximately one month. Nothing
approximating cither of these observations can be made
from the data prior to 1923,
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It is clear that no single conclusion concerning the
order basis will accurately state the experience of the
five commadities studied. What has been most strikingly
true for the companies nanufacturing shoes, hosiery,
and steel hasg not been true for the manufacturer of
men's elothing and was not true for every canning com-
pany studied. General conelusions may well be deferred
until after the examination of the order basis of a
number of industries, which is undertaken in the next
chapter.



CHAPTER V

THE ORDER BASIS: CERTAIN INDUSTRIES

A study of the order basis of individual companies
indicates the differences and similarities which occur
from industry to industry, from company to company,
and from year to year. They reflect the vicissitudes
which confront business men in their efforts to plan their
activities. Necessarily, however, the experiences of
many businesses must be combined into a composite
picture, if one is to make generalizations concerning the
order basis in various industries, or in industry as a
whole. The making of such composite pictures of the
order basis in some fourteen industries is attempted in
this chapter.” These industries, large in themselves, and
embracing many businesses, may to advantage be thrown
into some half dozen groups, and under such groupings
they will be considered.

* The sources of unfilled orders and shipments data which were
used to compute the order basis ratio for each industry will be
indicated where the industry is discussed. In every case, except
where otherwise specified, these data are published in the Survey
of Current Business. The order basis in every case in this chapter
excepting in the section pertaining to canned goods, is compubed
by dividing unfilled orders at the end of each month by total
shipments for the ensuing twelve months. Advance orders are
placed for shipments which are to follow; and while the period
during which they follow no doubt varies somewhat from industry
to industry, it is believed that the period used is as satisfactory
as any which might have been chosen.

58
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I. THE ORDER BASIS FOR IRON AND STEEL

The several commodities which have been grouped in
the iron and steel industry show sufficiently different
trends to make it advisable to deal with them separately.

Variation rather than uniformity is shown among the
samples. The order basis for merchant pig iron shows
a definite downward trend.” (See chart on this page.)

Orber Basis rorR MERCHANT Pic IroN, 1919-1925

(Unfilled orders at the end of each month as a percentage of
shipments for the ensuing twelve months)
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From slightly under 25 per cent in 1919, orders accumu-
lated until at the peak in August, 1920, there were
orders on hand for 102 per cent of the shipments
which were actually made during the next twelve
months. Then followed a decline, abrupt and almost
continuous, until February of 1922. Since 1922 the

* Unfilled orders and shipments, representing about 90 per cent
of the production in strictly merchant furnaces, are compiled
by the American Pig Iron Association and published in the Record
B %c of Business Statistics, Part II, “ Metals and Machinery,”
p. 18.
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order basis has improved and deelined with considerable
regularity. During this time it has never reached more
than 37 per cent—which point wax almost touched in
March, 1923-—nor fallen below 15 per cent. The trend,
however, has been a declining one. Moreover, the ratio
of orders to shipments has been more stable sinee 19233
than in the three years preceding.

The ratio of unfilled orders to shipments of stecl sheets
shows a curve somewhat like the ratio for pig iron’

ORrpeER BASIS FOR STEEL SHEETS, 1919-1927

(Unfilled orders at end of each month as percentage of shipments
for the ensuing twelve months)

g winIdvid

REACEN 8L RATO
ouvy

(See chart on this page.) The high, as in the case of
pig iron, was reached in August, 1920, but it was less
than 60 per cent. The deeline also continued to Febru-
ary, 1922 save for a slight increase in the latter half
of 1921. Sinece that time, however, there have been dif-
ferences in the two ratios. The order basis for steel sheets
is tending to become hetter at the point at which the
data on pig iron lapses. During the last three yvears,

' Basic data for steel sheets—black, blue, galvanized, and full
finished—representing almost all of the independent shect-steel
manufacturers are compiled by the National Association of Flat
Rolled Steel Manufacturers.
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especially in 1925 and 1926, the order basis for steel
sheets has shown a tendency to improve.

The data for steel barrels make it possible to show
the ratio of untilled orders to shipments for the six and
a half year period from July, 1921, to December, 1927.*
(See chart on this page.) From the lowest point of the
series in December, 1921, the order basis for this product
rose in 1923 to a higher point than it has ever reached
since that time. The order basis fell from early in 1923

Oroer Basis ror SteRL Barkers, 1921-1927

(Untilled orders at end of each month as percentage of shipments
for the ensuing twelve months)
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until the middle of 1924, rose until the last of 1926, and
dropped conziderably in 1927, During the three years
1924-26 the influence of the winter season is strongly
marked, advance orders being high in November, Decem-
ber, and January. The seasonality of the order basis
for this produet is similar to that of the order basis for
steel sheets. Manufacturers of this produet, however,
have through the period had a better basis for planning

—

‘ Basic data were compiled by the Steel Barrel Manufacturers’
Association, 1921-1923, from reports of from 45 to 65 per cent of
the industry, and by the U. 8. Department of Commerce, Bureau
of Census, 1924-1928, from reports of almost the entire industry.
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their operations than have the manufacturers of steel
sheets.

The curves for the three iron and steel products con-
sidered are similar in certain respects. The order basis
has greatly declined since 1920, though more in some
than in others. It improved noticeably for each product
with the improvement in business in 1923, and for each
it shows a considerable seasonal movement since that
time.

II. THE ORDER BASIS FOR BUILDING MATERIALS

The order basis in the field of building materials is
represented by face brick, common brick, oak flooring,
and enameled ware baths.

Unfilled orders for face brick have formed a more
uniformly satisfactory order basis during the past few
years than have those for common brick. The order
basis for face brick has been steady during the period
1925-1927, with a slight tendency downward which is
particularly noticeable in the last year of the three. (See
chart on page 63.) The situation has been slightly
better than in 1922, but not so satisfactory as in 1923
In 1923 advance orders in proportion to shipments
were greater than in any other year.

In the six years considered, the seasonal movement is
very definite. Unfilled orders come in rapidly from

*Data are those compiled by the American Face Brick Associa-
tion representing about 70 firms; by the Common Brick Manu-
facturers’ Association of America representing about 30 per cent
of the total output; by the Oak Flooring Manufacturers’ Associa-
tion representing about 90 per cent of the industry; and by the
U. partment of Commerce, Bureau of the densus, repre-
aentmg from 98 to 100 per cent of the enameled ware industry.
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January through April or May and are lowest in Decem-
ber. Shipments start upward one or two months later
and drop off usually in January or February. The order
basis reaches its highest point in April or in June and
reaches its lowest in December. In 1923 the improved
order basis is largely to be accounted for by the increase
of advance orders. Shipments advanced as compared
with 1922, but forward buying increased even more
rapidly. The more recent downward tendency in order

Orper Basis ror Face Brick, 1922-1927

(Unfilled orders at end of each month as percentage of shipments
for the ensuing twelve months)
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basis, particularly in 1927, was due to the fact that orders
were not placed in advance to the extent that they had
been in preceding years. Shipments held up, but advance
orders came down, the seasonal peak for shipments being
slightly higher than in any of the preceding years of the
series, and the peak for advance orders definitely lower.

Unfilled orders for common brick rose rapidly from
the middle of 1921 to the middle of 1923. The rise was
broken by a six months’ decline in the latter half of
1922, but then went forward to a point not reached
since. Following 1923 the trend was downward. From
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1923 on, the order basis was constantly weakening.
(Sec chart on this page.) The cause is made clear by a
study of the detailed data, which show that while untilled
orders were declining, shipments were at first increasing
and later decreasing less rapidly than the unfilled orders.
The seasonal movement of untilled orders and shipments
is definite. There is some slight evidence that advance
ordering begins earlier than it did two or three years

Orover Basis ror Cosatox Brick, 1923-1927

(Unfilled orders at end of each month as percentage of shipments
for the ensuing twelve months)
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ago. ‘The low point i 1925019270 1926, and 1925 was
in October or November, untilled orders heginning to
increase hefore the turn of the vear. In 1924 unfilled
orders did not begin to rise until February, and in 1923
they started upward in January. The movement of ship-
ments usually follows the movement of antilled orders
by from three to four months. There seems to be no
evidence that orders for common brick are heing placed
nearer to shipping date.

Extreme changes in the order basis of an industry are
shown by comparing unfilled orders and shipments of
enameled ware baths. (See chart on page 65.) The
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record of this industry is the morve interesting because,
perhaps as well as any single produet, it furnishes
an index to the domestic building trade. From 1919
through 1927 the order basis in this industry has passed
through four stages. During 1919 and 1920 unfilled
orders rose from a very low point to one at which there
were at the end of certain months orders for more than

Oroer Basis ror E~xaMeLep Ware BaTtus, 1919-1927

(Unfilled orders at end of each month as percentage of shipments
for the ensuing twelve months)
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SO per cent of entire next vear's shipments. During
this period shipments came fo he many times as great
as at the carly part of the period, but orders were
pouring in so rapidly that they far outstripped ship-
ments. Then eame a rapid decline to a low point in
December of 1921, Shipments followed a dissimilar
course part of the time, rising vigorously while unfilled
orders declined. There was thus a brief period in 1921
and the early part of 1922 when the order basis was
extremely low, being at the end of eertain months less
than 4 per cent of the orders for the ensuing year.
6
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Shipments of baths continued to increase rapidly
through 1923 and into the spring of 1924, but orders
again poured in even more rapidly, causing the ratio
curve to rise so that at the highest point in 1923 pro-
ducers had orders for nearly 30 per cent of the following
year’s output. Orders continued to furnish a good basis
for production until the middle of 1924. From that
point through 1928 a new era developed. The ratio of
unfilled orders to shipments fell continuously. Unfilled
orders at the end of certain months became less than

Orper Basis For OAK
(Unfilled orders at end of each month as percentage

shipments for the same month; and during almost three
years, from April, 1925, to March, 1928, the unfilled
orders on the books of the industry, at the end of any onc
month, were only once as large as the shipments of the
ensuing month. Yet the volume of shipments has not
noticeably declined. The peaks have been as high or
higher in every year since this situation has begun than
they were in any other years of the series. It is a clear
case of hand-to-mouth buying in the sense that while
shipments are good, which necessarily means a good
supply of orders, many of the orders are not being
placed in advance sufficiently far to permit them to show
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at the end of the month as unfilled orders. This condi-
tion is most striking in 1927, during which year the
order basis is below 4.5 per cent every month. There
is evidence of change in the late spring of 1928.

The changed order basis in this industry has been
accompanied by a marked increase in seasonality of
shipments. In this instance, hand-to-mouth buying has,
without doubt, resulted in a less stable flow of goods
than was formerly the case. Orders being placed for
immediate shipment are apparently not placed until the

Frooring, 1912-1927
of shipments for the ensuing twelve months)
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product is needed for building purposes. The building
industry, in spitec of recent improvements, is still a
seasonal one, and the combination of forces results in
a seasonal movement of the product. In 1920, 1922,
1923, and 1924, when many unfilled orders were on
hand, the product moved out with comparative uni-
formity. Evidently the buyers were taking the goods
when they could get them, and holding them until the
time of use. It would be surprising were we to discover
that stocks in the hands of cellers had not increased in
this recent period of ordering for immediate shipment.
(See pages 247-251 for discussion of this point.)
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The order basis in the ouk flooring induslry is more
substantial in the post-war than in the pre-war period.
(See chart on pp. 66-67.) This is the more significant
because the industry has become mueh more important.
Shipments in June, 1928, were approximately ten times
what they were in June, 1912,

Hand-to-mouth buying appavently prevailed in this
industry from 1912 until late in 1915, Unfilled orders
at the end of the month during that period were often
no greater than the shipments for the ensuing month,
and in 1914 and 1915 they were frequently less. The
ratio of unfilled orders to shipments was deelining.  Late
in 1915 a change oceurred. Both shipments and untilled
orders inercased. Shipments in May, 1917, were more
than three times as high as they had beenin June, 1912
but orders had come in so vapidly that the ratio of
untitled orders to shipments for the ensuing vear was
higher in that month than at any point from 1912 to
19250 This condition of the order hasis beeame less
satisfactory (from the point of view of sellers) until
toward the close of 19152 having was hack on a hand-
to-month basix, and shipments were extremely low. The
bhoom of 1919 and early 1920 gave the oak Hooring
manufacturers an inerease of shipments and an im-
proved order basis almost equal to that of 1917, But
this position was again lost by late 1920, when orders
at the end of each month fell below shipments for the
same months and remained there until late in 1921,
Beginning carly in 1921 shipments rose rapidly and

-

tended upward strongly until late in 1925, The forward
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buying did not appear until late in 1921, and even
during the boom of 1923 unfilled orders never became
nearly as great in comparison to shipments as they did
in 1917 or 1919. While unfilled orders were high and
the basis upon which tlooring manufacturers could pro-
ceed was fairly good, buvers in this field never piled
unfilled orders ax far hevond immediate requirements
ax was the case in certain other industries in the heetie
post-war years. By the middle of 1926 advance ordering
had become quite conservative and has continued close
to the shipment line ever sinee. In 1927 the movement
of the ratio wasx downward, and untilled orders scem to
indicate that the ratio in 1925 will probably average
about the same axn 1927,

The situation, on the whole, is, as was indicated in the
opening sentence, a hetter one for sellers than it was
prior to the war. The ratio curve is higher. The buyers
of oak looring have, nevertheless, appeared to evidenee
a relatively conservative attitude even during the boom
vears of 1923 and 1924, The years 1915 and 1921, in
this industry, are almost identical in the ratio of unfilled
orders to shipments. The yvear 1927 shows a very similar
ratio, although the business is enormously expanded
in the last year. A study of the detailed curves shows
how similar has been the attitude of buvers in those
three periods, and this has bronght about a similarity of
the order basis in spite of the differences in the volume
of trade concerned.
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III. THE ORDER BASIS FOR TEXTILES

Unfilled order data for the hosiery and knit under-
wear industries make it possible to add an industrial
view of these representatives of the textile trade to the
view given in the preceding chapter, by an examination
of certain individual companies.’

The basis upon which hosiery manufacturers may
plan production declined from the middle of 1925 to
1927. (See chart on this page.) This was almost en-
tirely due to the decline in unfilled orders, as shipments

Orber Basis ror Hosiery, 1924-1927

(Unfilled orders at end of each month as percentage of shipments
for the ensuing twelve months)
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showed very little change during the period. During
1927 there was a very slight increase in order basis, but
during 1928 unfilled orders dropped so much that
it seems probable to suppose that the order basis will
follow a similar course. There was a weakening of the
order basis in the first half of 1924 and a considerable
improvement in the last half of that year and the first
half of 1925. These changes also are to be accounted for
by the change in orders rather than the change in ship-

¢ Data representing about 44 per cent of the hosiery industry
and about 61 per cent of the knit underwear production are

compiled by the U. 8. Department of Commerce, Bureau of the
Census.
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ments. Indeed, the greatest improvement in the order
basis which occurred in a series of years came while
the shipments curve was rising. Orders on hand, how-
cver, were rising faster. Although much has been said
of hand-to-mouth buying in hosiery, the charts do not
show that as severe requirements are being made of
vendors in this commodity as in many others. Even at
times when the order basis is lowest, unfilled orders at

OrperR Basis For KNI1T UNDERWEAR, 1920-1927

(Unfilled orders at end of each month as percentage of shipments
for the ensuing twelve months)
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the end of the month call for more than 10 per cent of
the next year’s requirements. Nor is there any time
(except October, 1928) when the unfilled order curve
sinks below the shipment curve. \We have noted other
instances where this has occurred and have drawn the
conclusion that under such conditions orders in consider-
able part are being filled within the month of receipt.
It seems certain that in this industry some companies
are operating on advance orders to a much greater ex-
tent than others.

The basis of planning tn the manufacture of knit
underwear has been much more varied than for the
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commodity just discussed. (Sce chart on page T1.)
With considerable scasonal movement the order basis
advanced steadily from 1921 to the end of 1923, This
was due, as can be seen by comparing the monthly data
for unfilled orders and shipments, to a great inerease
in orders: for shipments were also advancing during
this perioed. Although shipments declined somewhat in
1924, there came a great drop in orders, vesulting in a
comparable drop in the order basis. In Nugust, 1924, a
new inrush of orders, with oulv a slight increase in ship-
ments, improved the order basiz. Sinee the spring of
1925, however, the trend has been downward. This is
clearly due to less advance ordering, as shipments have
not changed noticeably. There has been in this industry
less placing of orders ahead after 1925 than in 1923 and
1924, but no less than there was in 1921 and 1922,
Indeed, the curve of unfilled orders has never bheen
below that of the curve of shipmwents excepting in De-
cember, 19200 Since the beginning of 1925 manuface:
turers in this industey at the end of the month have had
on their books, on the average, orders for about 20 per
cent of the business which was shipped in the ensuing
twelve months,

IV. FUTURES BUYING OF CANNED FOODS

The preceding chapter furnished an illustration of the
varied experiences of certain canners of food products
of several types. Data have been colleeted, however,
from a sufficiently Targe number of canning companies
to give an idea of what has been happening to futures
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buying in all the important divisions of the canned foods
industry.’

For every type of canned foods the order basts shows
a recent decline. Yet in the year 1921 corn canners
received advance orders for a smaller percentage of their
sales than in any other year of the 17-year series. (See
chart in this page.) Iowever, buying of futures im-

Okper Basis ror CaNNeED COorN

(Future orders as a percentage of total sales for the
imdicated years)
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proved greatly from 1921 through 1924, but has declined
continuonsly sinee. In 1927 the order basis was lower
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than at any other point in the series excepting 1921,

"The pereentage of the vear's sales sold as futures is used to
measure the order basis of canning companies. Data are replies
to u questionnaire sent to selected members of the National Can-
ners Associntion. Each company which replied was given a number
which will be used to designate it whenever its recond is discussed
individually. Sulmon is not represented in the industries that
follow, as information was obtained from only two salmon packers,

and the experience of cach of these with futures appears on
p. 51,
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Moreover, the trend of futures buying has been definitely
downward since 1911. Where the records of the same
group of companies could be used for a series of years,
the curves for their experience and for that of the all-
companies group arc very similar.” Corn canners are
justified in their belief that “ futures buying is not as

ORroEr Basis rorR CANNED PEas

(Future orders as a percentage of total sales for the
indicated year)
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good as it used to be.” But they are not justified in
the statement commonly heard, that a hand-to-mouth
method of placing orders has existed since 1921 and has
grown steadily worse.

The order basis for canned peas has had a downward
trend since 1917. (See chart on this page.) Although

* The records of all companies reporting in each year, 1911-1927,
and of eight companies each regorting for the period 1918-1927
are shown in the chart. The combined experience of 16 companies
each reporting for five years, 1923-1927 (not charted), is almost
the same as that of all companies reporting for the same years.
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in 1921 a smaller percentage of the pack was sold as
futures orders than in any preceding year, 1926 marked
the low spot for the series. In 1927 conditions were
somewhat better than in 1926, Certain companies, as
indicated in the curve which gives the history of four
companies for the ten years 1918-1927, have been able

Orber Basis ror CaNNED TortaToEs

(Future orders as a percentage of total sales for the
indicated year)

II. FIVE COMPANIES REPORTING

I. ALL REPORTING TOMATO CAN- FOR THE CONBECUTIVE
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to withstand the tendeney towards less futures buying
reasonably well.” Since 1925, however, even these com-
panies have suffered severely from postponement in
the placing of orders. In buying, both of canned peas
and canned corn, 1915 was a bad year for futures, but
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*The combined experience of ten companies each reporting
for the five years 1923-1927 (not charted) is almost the same as
that of all companies reporting for those years.
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the drop was much less noticeable in the sale of canned
peas than in the sale of canned corn.

The order basis for tomato canners has consistently
heen less high than for canners of peas and corn. (See
chart on page 75.) The proportion of the annual
tomato pack ordered in advance, however, has not de-
clined as abruptly since 1921 or 1925 as have those in
the other industries discussed. For tomatoes, as for the
other food produets, 1921 was a bad year for futures
buying. Following 1921, however, futures were sold
freely through 1923 or 1924, Since that time the decline
has been steady, but even now the order basis for eanned
tomatoes is not shown to be worse that it was between
1913 and 1919.”

The order basis ax shown by the proportion of orders
placed in advance is becoming less satisfactory for every
major type of canned fruit. (See chart on page 77.)
Whether we consider cherries, pears, or berries, the per-
centage of futures sold in 1927 is far below that sold in
1923. Future sales of peaches also deelined greatly
in 1927. Data for pears, available from 1919 through
1927, shows futures buying in 1927 to be even lower
than in ecither 1920 or 1921, That i3, in each of the
four types of canned fruit, there was less advance buy-
ing in 1927 than in any other reported year. Movement

*The charts showing futures buying of canned tomatoes are,
prior to 1923, not wholly =satisfactory, because of the limited
number of companies. In 1921 there were six compnnies reporting.
Only two companies reported from 1911 to 1917. The combined
experience of nine companies, 1923-1927 (not charted), s similar
to that of all companies reporting for those years.
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toward less futures buying has not been regular, how-
ever, in any of the canned fruits, and for three of them
conditions were better in 1926 than in 1925, Neverthe-
less, as in the instances discussed earlier, fruit canners
are justified in the feeling that futures buying is de-
¢lining.

Oroek Basis por Cansep Fruir, ALl REporTIiNG COMPANIES

(Future orders uas a percentage of total sales for the
indicated vear)
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The canned foods industry has had a remarkably
strong order basis. Oue of the most noticeable faets
concerning the order basis in the canned foods industry
is that for all products a very high pereentage has been
futures business in all of the vears considered.

Frequently eanning companies receive advanee orders
for more than 90 per cent of their ontput yvear after
year. Indeed, there are some companies that receive
orders for 100 per cent of their output.” No other in

"“See p. 51.
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dustry for which advance orders have been examined has
shown a basis for estimating future shipments com-
parable to that of the canning industry. Tt would prob-
ably be a mistake to infer that the recent futures decline
in the canning industry means that this business is to
turn into one which essentially produces for stock to be
sold on some competitive basis after production. But
it is indeed interesting that this great industry, de-
pendent upon agricultural production and similar in so
many ways to agrienlture, should have a marketing sys-
tem organized on a vitally different basis. The high
order basis in the canning industry is about as far re-
moved from the order basis upon which farmers operate
as one can well imagine. An industry in which the
individuals have consistently averaged sales of from 50
to 90 per cent of its output in advance of production has
attained a system of marketing strikingly different from
that of selling through a competitive exchange after
production is complete.

V. TWO UNCLASSIFIED INDUSTRIES

Household furniture and industrial pumps, not fitting
readily into any of the groups made, are considered
here.” Unfilled orders and shipments of houschold
furniture manufactured by the companies in a number
of associations are reported in the Survey of Current
Business. Similar data for one of these associations
were obtained directly from the association for a some-

 Again the ratio of unfilled orders at the end of each month

divided by shipments for the ensuing twelve months is used to
measure order basis.
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what longer period. The changes shown by these two
groupings are so nearly the same that only the grouping
giving the longer history will be discussed here.
Unfilled orders for furniture at their highest point
since 1919 furnished only about half the order basis
that was provided in the 1919-20 peak. (See chart on
this page.) The order basis steadily improved during
1919, reaching about 40 per cent of sales for the ensuing
year in January, 1920. It then declined rapidly to the

Orber Basis rorR HousenoLp FURNITURE

(Unfilled orders at end of each month as percentage of shipments
for the ensuing twelve months)
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lowest point in the entire period, about 1 per cent in
December, 1920. During 1921 and 1922 the improve-
ment was slow, but steady except for seasonal fluctua-
tions. During 1923 the order basis declined to the
moderately low level which has been maintained since
then. During this last pericd there have been definite
spring and fall scasons but very little change in yearly
average.

The order basts for industrial pumps has been good
throughout all of the period 1919-1927.* (Sce chart on

¥ Data for steam, power, and centrifugal pumps, re%I senting
abouti;.wo-thxrde of the industry, are compiled by the Hydraulic
Socie
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page 80.) The ratio of unfilled orders to shipments has
varied a great deal, but it was only for about sixteen
months, from Oectober, 1923, to February, 1923, that
hand-to-mouth buying existed in the industry. During
that period it did exist in the sense that unfilled orders
on hand at the end of each month were almost continu-
onsly less than orders shipped during the month. In
March and April, 1923, the order basis for industrial

ORrber Basts ror INDUsTRIAL PUMes

(Unfilled orders at end of each month as pereentage of shipments
for the ensuing twelve months)
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pumps moved upward, and the ratio of untitled orders
to shipments for the following vear has remained i the
neighborhood of 19 per cent. For the past three years
untilled orders show a somewhat evelical movement, with
a high during the sunnner or spring and a low late in
the year.

Changes in the ratio of untilled orders to shipments
in this product have resulted alnost entircly from
changes in the volume of orders on hand. Shipments
have remained surprisingly aniform from year to year.
There was some inerease in 1919 and 1920, but no such
striking growth of output as has been noted in many
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industries. This is an industry in which for the past ten
vear the actual unfilled orders could be taken as a very
close approximation of the ratio of unfilled orders to
shipments.

An attempt to summarize the experience of the several
industries considered leads to the word  variety.” From
industry to industry the order basis has varied, and
within the groupings made there has seldom been con-
sisteney. The evidence is elear, however, that a down-
ward trend has been common sinee 1920, although a
rise which often oceurs between 1921 and 1927—fre-
quently in 1923—makes doubtful statements concerning
trend for the whole period. In those industries where
the order basis in the pre-war vears can be studied, onc
finds conviction that the order basis symptoms which
we call hand-to-mouth buying have been present upon
more than one earlier occasion. Morcover, we may con-
clude that a changed order hasis may result from various
canses. Declining orders or mounting shipments may
produce similar effeets, or a combination movement may
show the same result. Finally, in certain lines of busi-
ness the order basis is much higher than in most others
and for certain goods the order basis remains at a high
point throughout the period studied.



CHAPTER VI

THE ORDER BASIS: BUYERS' REPORTS

Those who purchase view unexecuted contracts of sale
differently than do scllers. Tnstead of speaking of ad-
vance orders, orders booked, or unfilled orders, they
speak of outstanding commitments, or outstanding
orders. Data on these, as well as on unfilled orders,
may be used to measure order basis. Enough of such
data would picture the order basis of industry; for a
given type of purchaser, they show the nature of the
order basis furnished to his vendors by such a purchaser.

Evidence on outstanding orders of two important
types has been obtained and studied. First will be con-
sidered the order basis furnished by department store
purchases as shown by the ratio of their outstanding
orders to their sales; second will be examined infor-
mation sccured from about onc hundred thirty pur-
chasing agents, which makes it possible to analyze the
changes, if any, in the period of ordering ahead during
the fifteen years 1914 to 1928.

1. THE ORDER BASIS FURNISHED BY DEPART-
MENT STORE PURCHASES

Over six hundred department stores reported out-
standing orders by months to the Federal Reserve Board

82
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during the period 1920-1927) The Federal Reserve
Board then summarized these reports for each prin-
cipal city, for each Federal Reserve district outside of
these cities, for each Federal Reserve district as a whole,
and for the United States as a whole. The data for six
of these districts and for the United States as a whole
have been handled in such a way as to ascertain whether
the orders placed by department stores have been provid-
ing a better or poorer order basis for the many manu-
facturers from which purchases are made.’

*The general collection of reports of department store orders
outstanding by the Federal Reserve Board was discontinued in
January, 1928. The data used in this study were furnished by the
Federal Reserve Board from unpublished records.

*These data as reported were not entirely satisfactory for this
purpose, as they were expressed as percentages of total sales for
the preceding year. Used thus, a change in the volume of business,
as well as a change in the proportionate amount of advance
ordering, would change the ratio. For example, suppose sales
to be the same for 1922 and 1923 but larger in 1924. Then suppose
outstanding orders to be a constant proportion of the sales for
each year. When outstanding orders are expressed as a percentage
of sales for the preceding year, the 1924 ratio would be greater
than the 1923 ratio. Obviously this would not be a true measure
of the change in order basis. To remedy this, an estimate was
made of the ratio of outstanding orders for each month to total
sales for the same year. About half of the stores which report
outstanding orders to the Federal Reserve Board also report sales.
These are summarized for Federal Reserve districts and for the
United States as a whole and put in the form of an index number
(Survey of Current Business, April, 1928, pp. 20 and 21). The
average for each year of outstanding orders at the end of each
month, expressed as a percentage of sales for the preceding year,
was mulu'xllied by the index number of sales for the preceding
%g:.r and divided by the index number of sales for the same year.

is method gives reasonably satisfactory results for the New
York, Richmond, Atlanta, Chicago, and Dallas districts, where the
number of stores reporting sales is almost as large as the number
of stores reporting outstanding orders. It is somewhat less satis-
factory for the Boston district and for the United States as a whole,
where the difference between the number of stores reporting
outstanding orders and the number reporting sales is greater.
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There ts a tendency for department stores to furnish
& weakening order basis for their vendors. (See chart
on this page.) Five of the six Federal Reserve districts
for which estimates were made show at least a slight
trend downward in the ratio of outstanding orders to
sales during the period 1921 to 1927, In every district

OrpeR Basis FURNISHED BY DEPARTMENT STORE PURCHASES IN

DesioNaTED Frorral Reserve Districrs, 1920-1927

(Average for the year of outstanding orders on hand at end of
months, expressed as u percentage of year’s sales)
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for which data are available the order hasis of 1920
was very mich greater, in some instances twice as great,
as that for any vear sinee then. The Chicago distriet
shows considerable change from year to year but has a
slight trend upward. In most districts the ratio in 1923
is relatively high. In some instances the 1922 or the
1925 ratio, or both ratios, are high. In every case, ex-
cepting in the Atlanta distriet, the ratio in 1924 is
lower than that in cither 1923 or 1925, The ratio of
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outstanding orders to sales in the \tlanta district shows
a steady decline beginning with 1923,

There is much vartation in order basis among the
different districts. The average of the order basis ratios
for each of the distriets for different periods of years is:

Light Years Seven Years Six Years

Distriet 1920-1927 1921-1927  1922-1927

Number 1,Boston ........... 68 6.0 6.0
Number 2,New York .... ... 71 6.3 6.2
Number 5, Richmond .. ... .. 6.7 6.3 62
Number 6, Atlanta .... ..... .. 6.6 6.6
Number 7,Chicago .... ..... 91 8.0 8.2
Number 11, Dallas ........... o 7.1 70

United States, all districts ... . 70

It shows that DBostou departmment stores offer their
vendors the poorest basis for planning, with Richmond
and New York stores giving but little more. From the
standpoint of the stores, this means buving on a com-
paratively hand-to-mouth basis. Chicago has much the
highest ratio of orders to sales.”

A\ study of the outstanding orders each month for the
Boston, New York, Atlanta, and Dallas distriets shows
that the variation of outstanding orders within a year
is greatest in Dallas and least in Boston. New York
shows less variation than \tlanta. The distriet having
the greatest average ratio of outstanding orders to sales
shows the greatest monthly variation in this ratio. In
fact, if these four distriets for which both types of data
have been studied were arranged in the order of increas-
ing monthly variation, they would also be arranged in
the order of increasing average ratio of outstanding

!Some of the most prominent stores in Chicago did not report,
however, which, no doubt, in part accounts for this fact.
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orders to sales. The variations within the year are
definitely seasonal.

There 1s some evidence that department stores in large
cities furnish a weaker order basts than do ““ outside " *
department stores. The monthly variations of outstand-
ing orders were computed for a large city in each of
five districts. These variations were compared with
similar variations for the “ outside.” The comparison of
Boston and “ outside ” shows that outstanding orders
vary much more “ outside ”” than in the city." (See chart
on page 87.) The comparisons in the New York, At-
lanta, and Richmond districts show similar, though
less marked, differences. The Dallas district, on the other
hand, shows very little difference between the two sec-
tions. We have seen above that in those districts where
the order basis was greater the monthly variation was
greater. From this fact and the fact that the “ outside ”
shows the greater variation the inference may be jus-
tified that “ outside ”” buyers give vendors a hetter order
basis than do city buyers; otherwise expressed, do not
exercise 8o extensively a policy of hand-to-mouth buying.
The most probable explanation of the differences between
city and comparatively rural districts is that the cities
are more conveniently located to dealers who will furnish

*In each Federal Rescrve district data arc grouped for one or
more principal cities and also for the remainder of the district.
The part of the district not in any one of the cities separately
considered is called “ outside.”

_*It was interesting to note that in 1920 the order basis for the
city was far higher than for the country. It is probably safe to
infer that the city buyers in that boom period were buying more
speculatively than those in the surrounding territory. This in-
ference is suggested also by the high deviation for Boston in 1920.
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them with goods in small quantities on very short order,
while the “outside” districts must order farther in
advance in order to be sure to receive shipments in time
for expected sales. The monthly fluctuations of the ratio

SeasoNaLITY oF OrDER Basis 1IN BosToN AND “ OuTsme,” 1920-1927

(In each area outstanding orders of department stores at the
end of each month are expressed as percentages
of preceding year’s sales)
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in city and “outside ” districts seem to show a closer
agreement in 1927 than in any other years. This may
well mean that motor trucks, good roads, telephones,
knowledge of stock-keeping, and other factors are urban-
izing the buying practices of the “ outside " districts.
Although department store sales exhibit regular
seasons throughout the period, there is evidence that the
seasons for placing orders vary. (See chart on page
88.) This variation shows an interesting relationship
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to changes in general business conditions. So far as the

spring season is concerned, there are two years—1923

and 1927—when outstanding orders were higher in

February than in January.! In every other case they

OUTSTANDING ORDERS AND SALES OF DEPARTMENT STORES IN THE
UNiTep States, 1921-1927

(Monthly sales and outstanding orders at the end of each month
as percentages of average monthly sales for

1923-1925)
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were either the same or lower. The situation must be
accounted for differently in the two years, however. In
1923 orders were high in January, and the increase in
February was apparently due to the boom in business

* An estimate of outstanding orders which would be comparable
to sales relative to 1923-1925 monthly average = 100 was made
as follows: Each monthly ratio of outstanding orders to sales
of the previous year was multiplicd by total relative sules of the
previous year.
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conditions. This is borne out by the fact that even dur-
ing the spring and summer outstanding orders were
maintained at an unusual height and that the order
basis for the first six months was high. Tn 1927, how-
ever, orders appear merely to have been postponed. The
increase was comparatively slight in January. More-
over, the peak in February was followed by the usual
seasonal decline.

The second seasonal rise in ontstanding orders begins
in May and reaches a peak in July in every case exeept-
ing in 1924 and 1927, In both of those vears the initial
rise was postponed until June, and the peak was not
reached until Nugust. It appears reasonable to relate
the 1921 sitnation to the facr that in that vear the prices
of such important department store items as silk, rayon,
and cotton goods were declining sharply for the first
six months of the vear, while house furnishings declined
considerably, and hoots and shoes somewhat.  Inasmuch
as there was no significant deeline in the prices of im-
portant department store merchandise in the same
period in 1927, it is reasonable to surmise that the hand-
to-mouth buying of that yvear reflected something of a
policy rather than a means of meeting a situation.

II. THE PURCHASING OF PURCHASING AGENTS

About one hundred thirty purchasing agents located
in various parts of the country, representing some twenty
industry groups, and buying a great variety of materials,
answered an inquiry as to how far ahead it had been the
practice of their company to place orders for two or
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more important commodities purchased, in each of a
number of years." They were asked to give the informa-
tion in days for each of the years: 1914, 1918, 1922,
1924, 1926, 1928. In cases where one company gave
data for more than one commodity purchased, that for
each commodity will be considered as one report.

A study of these reports does not give us a direct mea-
sure of the order basis, but it does show what has been
happening to the length of period in which orders are
outstanding. It thus throws light on one of the important
factors that determine the order basis.

As the replies gave a variety of periods for ordering
ahead for the various years, it was necessary to divide
those reported into groups. Eight groups of the number
of days orders were placed in advance were made as
follows:

Less than 14
14 to 30
30 to 60
60 to 90
90 to 120
120 to 180
180 to 360
360 or over

For each year the number of reports of advance orders
falling within each of these groups was counted and ex-
pressed as a percentage of the total number of reports
for the year.
A striking picture of the shortening period for order
ing in advance is made by the reports of purchasing
*Those reporting were members of the National Association

of Purchasing Agents, through the courtesy of which organisation
the study was made possible.
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agents. (See table on this page.) The percentage of
reports showing that orders were placed less than sixty
days in advance increases steadily through the period
so that it is nearly three times as great in 1928 as in
1914. The percentage of those showing ordering from
sixty to one hundred and twenrty days in advance changes
very little through the period except for an increase of -
nearly 20 per cent in 1922 and a similar decrease in
1928. The percentage of those showing ordering farthest
NumMBeR oF REPORTS SHOWING ORDERING IN ADVANCE, FOR PERIOD

INDICATED
(As a percentage of the number of reports for the year)

Number of D 1914 1918 1922 1924 1926 1928
“.mA" ol Days (107 | (128 | (154 | (173 | (182 | (184
in Advance |renorts)|reports) reports)| reports)| reports)| reports)
Less than 14.. 2 1 2 2 5 6
14t030........ 2 1 5 5 6 8
30to60........ 13 13 16 24 26 33
60to90........ 20 16 21 20 22 15
90 to 120....... 25 26 29 23 20 19
120t0 180...... 8 13 8 8 5 4
180 to 360...... 19 17 13 10 9 8
360 or over.. ... 11 13 6 8 7 7

in advance, one hundred and twenty days or more, de-
creases steadily until it becomes just half as large in
1928 as it was in 1914.

The most common period for placing orders ahead was
ninety to one hundred and twenty days in 1914; it was
thirty to sixty days in 1928. The second most common
period in 1914 was one hundred and eighty to three
hundred and sixty days ahead; in 1928 the second most

common was ninety to onc hundred and twenty days
ahead.
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The average number of days of purchasing ahead has
decreased. There were about 127 reports which gave
data for each of the years 1918 to 1928 for which
information was asked. The average of the number of
days that these companics ordered ahead in each yvear
is as follows:"

1918, . . 140
1922, ... 108
1924 ... .0 Lol o 101
1926. ... ... 94
1928.. ... .. ... L 88

Were these changes caused by all or a large propor-
tion of the companies shifting to a somewhat shorter
period ? They might have been eansed by some com-
panies shifting from a very long period to a short one,
while others changed perhaps not at all. To answer
this question, a count was made of the reports to sce
how many indieated a change in the period of ordering
ahead during the vears under consideration. Compari-
sons were made of 1924 with 1911, of 1925 with 1924,
and of 1928 with 1914, The percentage of reports
falling in each gronp is as follows:

1921 1928 1928
than in than in than in
1914 1924 1914
Ordering less far in advance..... 42 40 3R
Nochange ......... ........... 52 19 36
Ordering farther in advance...... 6 11 6

It appears that somewhat more than half of the reports

* It will be noted that in this average reports of small and large
concerns are given the same weight, and timt no account is taken
of the fact that some commodities are included more times than
others. It is, therefore, as stated, mercly an avernge of the number
of days reported in each report and not an average number of
days of ordering ahead for the concerns included,
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show a shortened period of ordering ahead when 1928
is compared with 1914. Thirtv-six per cent show no
change, and 6 per cent show placing of orders for the
same product farther ahead than before. The analysis
of the reports for the two shorter periods shows that in
cach instanee ahont half of the reports showed a change
in practiees, some showed an extended period, and about
40 per cent indicated buying on a more hand-to-mouth
basis.

The final conclusion on the order basis in the light
of Chapters IV, V. and VI must be that the trend of
the order basis of American industry has been downward
since 1920, The variety of experiences through which
industries and individual companies have passed. how-
ever, muke sweeping statements hazardous. Cases are
not wanting which contradiet the general trend. and
many instances have been eited in which the trend began
several vears later than 1921, or appeared before 1920,
or was broken in 1923, or in other yvears. Morcover,
throughout the period some industries have maintained
a higher order basis than others have ever enjoyed.
There is some evidence on pre-war vears: that from
the purchasing agents suggests that their pre-war prae-
tices were quite different from those now in vogue; that
from the studies of advanee orders of industries and
individual companies indicates that post-war order bases
have been known in pre-war days.

It ix indeed an interesting paradox that during a
period when industry has been expanding rapidly the
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basis upon which it could be somewhat rationally pre-
planned has been commonly a declining one. While
business men must, since 1921, have been greatly con-
cerned about future business, because of the lack of
advance orders, the business has nevertheless generally
been forthcoming. It may be said that it has been
necessary for business men to have a greater faith in
recent years than in the past. If so, it has been a faith
in the general growth, prosperity, and stability of
American industry rather than in the sanctity of
contracts.



B. THE SIZE OF UNITS IN THE
FLOW OF TRADE






CHAPTER VII
THE MEANING OF THE SIZE OF UNITS

In carrying on the work of modern production, the
task of organizing speeialized producers into an effective
unit is not the only problem io which specialization gives
rise. .\ second problem, one which has been the subject
of much reeent discussion among business men, is con-
cerned with the size of units in the flow of trade. It is
with the size of units in the flow of trade that the next
three chapters deal.

The business man in speaking of the size of units in
trade speaks of ** the size of orders.” DBut there are in
reality two concepts which must be distinguished. These
are ‘“orders ” and ¢ shipments.” An order may call for
a single shipment, or it mayv ecall for many shipments.
It is possible that many orders may be combined in a
single shipment. Taken together, orders and shipments
may be spoken of as the units in the flow of trade, the
orders organizing trade, and the shipments following
most commonly from the orders, but being by no means
always of corresponding size.

Because the term “orders ” is so generally used to
apply to orders or shipments, or to both, without sharp
distinction, it has heen impossible in gathering data
to distinguish definitely at all times, for all companies

8 97
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reporting, between orders and shipments. This being
true, and it being the fact that in many lines of business
orders and shipments correspond in size, it is best, while
realizing that the units in the flow of trade are both
orders and shipments, to follow the business man’s
practice and use the term “ orders ” in his general sense.
In certain cases, however, the distinction between the
two can be made clearly and certainly. In Chapter X
the relation between the size of orders and the size of
shipments has specific consideration.

For a number of years there has been widespread com-
plaint that an increasing proportion of orders are small
orders. This alleged decline in the size of orders is
one of the most important business connotations of the
phrase hand-to-mouth buying. The manufacturer com-
plains that the wholesaler sends in orders which are so
small that they frequently must be filled at a loss. The
wholesaler complains that the retailer no longer buys
in goodly units but demands an unaccustomed frequency
of delivery of small orders. Even the retailer has joined
his voice in the general chorus, complaining that the
consumer is buying in smaller units and requiring more
frequent delivery than has been the case in the past. All
declare that the changed condition has brought new costs
and new problems of market administration.

Although it is the discussion of business men that has
brought the “ small order question ” into the limelight,
it is an eonomic as well as a business problem. It does
not arise from the fact that we organize our industrial
activity by private enterprise; it is a problem which
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would concern a Socialist state as well. It is one with
which Soviet Russia has to deal. Itis inescapably related
to specialization. As goods flow through the process of
specialized production (discussed in Chapter IT), costs
can be kept at a minimum only if orders and goods move
in the most economical “ quantities.” It is the alleged
added costs of smaller units that brings complaint from
business men; it is the probability that such increased
costs in our productive machinery, if they exist, will
eventually find their way to the consumer, that gives
rise to social concern. Whether there are growing distri-
bution costs due to smaller orders depends, first, upon
whether there are smaller orders. The effects of dimin-
ishing size, the probabilities that added costs will be
absorbed or that they will be passed on, and a variety
of methods used in passing them on, will have considera-
tion later on.

Our first question is, what is happening to the size
of units in the flow of trade; or, in the language of
business, to the size of orders?



CHAPTER VIII
COMPARATIVE SIZE OF ORDERS

The study of the order basis, just conecluded, fur-
nished sufficient evidence that no one husiness and no
one industry can be taken as an evidence of the existence
or extent of hand-to-mouth buying conditions in another.
This leads us to a study of the changes in the size of
orders, with the presumption that a rather varied amount
of material should be examined. It is, of course, im-
possible to study the changes in the size of orders for all
tvpes of American industry, much less for all businesses
in an industry. Evidence has been colleeted, however,
from a wide range of samples. The method of collecting
that evidence has not been the same in every case; nor
is the most satisfactory method of presenting it always
the same. The samples, taken all together, justify gen-
eral conclusions concerning 1ceent and current trends in
the size of orders.

The first sample to be considered is in itself a collec-
tion of samples. It is a study of the size of orders among
115 American manufacturers.

I. SIZE OF ORDER CHANGES AMONG
115 MANUFACTURERS

As will become at once apparent, this study is an
attempt to determine what has been happening to the

100
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size of orders among manufacturers generally." No
criteria were applied to the concerns studied excepting
that they be manufacturers. In view of the often ex-
pressed belief that orders are becoming smaller, the
inquiry began with the question, Are orders becoming
smaller ¢

A decided majorily of manufacturers reported an
tncrease tn the proportion of small orders, but this re-
port was not universal. In the statemeuts from 115
manufacturers concerning whether there had been a
significant increase in the proportion of small orders
received in the past ten vears, cighty-nine indicated that
there had been such an increase. This is 77 per cent
of the total. Twenty-six; which is slightly under a
quarter of those reporting, replied that there had not
been such an inerease. Thus the report shows that
approximately three times as many concerns have heen
experiencing an inerease in the proportion of small
orders as have not. These companies are of many sorts.
The first ten that come to hand are:

A manufacturer of paint and varnish
“ " g

drugs
“ « “ choes
« “ “ dairy and poultry feeds
& “ {3 pnper
“ “ “ refrigerators
€« [ « je\\'(‘h'y
“ “ “ textiles
«“ “ “ soft drinks
[43 ({3 “" soap

! This study was carried on with the codperation of the American
anagement Association. The data was collected chiefly by
questionnaires supplemented by correspondence.
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Quite as interesting even though less numerous are
those companies that have found no problem of small
orders. Among these are:

A manufacturer of asphalt
“ « “ spark plugs

“ “ “ grinding wheels
«“ « “ floor sweepers
“ “ “ folding boxes
“ “ “ greeting cards

alarm clocks
iron foundry products

A number of companies reported that their orders were
increasing in size. One such case was a manufacturer
of laundry machinery, whose experience may reflect the
decline of home industry in the transfer of the family
washing to commercial laundries, or, if one prefers,
the rise in the standard of living as shown by a demand
for cleaner clothing. Another company reporting an
increase in the size of orders was a manufacturer and
retailer, through a chain system, of grocery products.
Another was a manufacturer of typewriter ribbons and
similar office supplies. Still another was a maker of
school and church equipment who reported: “ We are
constantly building bigger and better schools and
churches and these more elaborate structures make
their orders average larger.”

Not the least interesting report on increased size of
orders came from the compilations of a number of life
insurance companies which showed that the average size
of ordinary life policy increased from $1779 in 1913 to
$2953 in 1927. This is a gain of 66 per cent. When we
realize that sales of life insurance in 1927 totaled ap-
proximately $8,532,000,000—a figure more than a fifth
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as large as the estimated volume of retail trade—we
realize that there is at least one large field of purchase
and sale where the small order problem is not pressing.’

It is one thing to believe that orders have grown
smaller, another to know that such s the case and to
know the extent to which it has occurred. Curiously
enough many manufacturers who “know ” that orders
are growing smaller are very ready to admit that they
might have difficulty in proving the change or its extent ;
that is, they have no carefully analyzed figures that
demonstrate just what is happening in their business.

Of the 89 that replied “ Yes, the proportion of small
orders is growing,” 20, or 22 per cent, said that they had
figures that showed the change. Of the 26 replying that
small orders are not increasing in proportion to large,
8, or 31 per cent, said they had figures. Thus the manu-
facturers who report no small order problem have statis-
tics to support their opinion in 9 per cent more cases
than those who report the proportion of small orders
to be on the inerease. These findings are summarized
as follows:

Manufacturers reporting...115

Having figures .......... 28, or 24 per cent of those having an
opinion
Reporting an increase. ..... 89
aving figures .......... 20, or 22 per cent of those reporting
an increase
Reporting no increase ..... 26
aving figures .......... 8, or 31 per cent of those reporting
no increase

Dunnl_g approximately the first half of this period we were
experiencing a rising price level which might cause men to buy
arger policies than before with a view to securing proportionate
protection. But during the latter part of the perlodp the increase
In sige of policies went on at about the same rate.
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For any individual company, one conclusion may be
drawn promptly from such evidence; that is, the need
to know its own situation. Any concern may well dis-
cover whether it actually has a small order problem and
the extent to which it exists, if it does. No matter what
exists in other business, a diagnosis of any particular
business may show no small order problem, or it may
show a very serious case of small orders.

The need for tinding out the true state of atfairs is
not only indicated by the evidence we have just dis-
cussed, which shows that not all companies know the
facts, but it is emphasized by further evidence which
shows that often what is known about small orders is
known wrongly. A number of concerns which had re-
plied that they had figures showing the increase in small
orders made them available. In scveral instances a scru-
tiny of these data showed no trend whatever toward
smaller orders, and in some cases an increase in the size
of the order was shown. This statement intends no dis-
paragement to any reporting company. Such facts
simply show how easy it is for anyone to misjudge a
situation before he looks at the evidence.

Below we shall look at figures showing the changes
in the size of orders, not only for companies answering
the inquiry being discussed here, but for others. Before
these figures can be understood, it is necessary to see
how they may be presented.

There is more than one method of measuring the size
of orders, but certain methods may be misleading for
some purposes. One plan is to find a general average.
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This may be accomplished by dividing the total sales
by the number of orders or invoices. Such a general
average is worth determining, is usually indicative of
changes from year to year, but may be misleading. If
in a given year a concern has received a few very large
orders, the result may be to make the average size of
order larger than in another year, even though a much
larger percentage of the orders was made up of small
orders. A hypothetical case which anyone may translate
into terms of his own type of business will illustrate this
point. Total sales for a given company in 1926
amounted to $10,000; and in 1927, to $12,000, let us
say. These sales, classified by size of orders, were as
follows in the two vears:

19206 1927
0 orders at #150.00 cach ...... $7,600 10 orders at $765.00 each ...... $7,650
10 ¢ 10000 ¢ L. 1.000 30 ¢ ¢ BOOO L. 2,400
0 3760 ¢ Ll 1,500 60 “ 8250 ¢ ..., 1,950
100« ‘“ $100,00 average ... $10,000 100 “* $120.00 average ... $12,000

In 1927 the average order of Company A was $20
higher than in 1926, but the proportion of its small
orders was greatly increased. Sixty per cent of its orders
in 1927 were smaller than any taken in 1926. In 1926
only 40 per cent of its orders came into a class called
$80 or below, but in 1927 there were 90 per cent of its
orders in that class.

A second, and generally more satisfactory, way of
measuring the size of orders is to work out some classifi-
cation of orders which will fit the particular type of
business involved and determine to what extent, if at all,
the small orders are becoming a larger proportion of the
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total. No such classification can be made which will
be satisfactory for every business. A thousand-dollar
order may well be small in one business and unprece-
dentedly large in another. A thirty-dollar order is good
for one concern, whereas for another it can be filled
only at a loss.

Below is shown a classification which has been used in
studying the actual orders of a given company. The
data show, as did our hypothetical case, how the distri-
bution of orders may shift from one year to another.

1926 1927
Number of orders which were for:

Under 85 ....... .. e 895 1,059
$5to$10 ... 938 1,030
$10to 815 ... ... ...l 677 633
$15t0 825 . ... 733 685
$25t0 850 .................. ... 650 524
$50 to 875 ... 148 137
$75t0 8100 .......................... 81 49
$100 or more.... ... 72 54

Only a glance at this table is needed to see that the
proportion of larger orders fell off in 1927, while the
proportion of smaller ones increased.

Order history has not run a clear course. 1ts variation
can be seen in the table on page 107, in which is sum-
marized the experience of a number of manufacturers
who contributed their experience *‘ with consent to pub-
lish.”* In scrutinizing the figures in such a table, one
must take account of several facts. First of all is the
question of price changes. In this table most of the data
are recorded in dollars and cents and are therefore some-

*In practically every case there was also a request that the
name of the company be withheld.
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what affected by price changes. For those companies
whose recorded experience goes back ten years there
is the double danger of two trends. From 1918 to 1920,
at least until early in 1920, prices in general were ad-
vancing, following which there was a general decline.
From 19138 to 1920, therefore, the average size of order,
if the price of the goods in question was moving with
general price changes, might be growing larger because
of the change in prices. After that time, under the same
conditions, it might have grown smaller.’ But if we
assume that the prices of all the goods have moved with
general prices, it is significant if some are reporting
larger and others smaller orders.

Nor would much be gained if all of these data were
in some physical unit term rather than in dollars and
cents, as changes in the kind of goods =old take place
very rapidly with certain manufacturing companies.
Most agricultural machinery manufacturing companies,
for example, have a number of items of importance in
their lines now which either did not exist or were of
comparatively small importance ten years ago. More
over, an article of a given name is often not the same
article from year to vear. The tractor of 1927 is not
the tractor of 1918 ecither in size, weight, character, or
value. The same conditions hold true for other manu-
factured articles to greater or less extent.

Whatever the effects of price changes and of other
modifying conditions, it is interesting indeed to see how

‘It hardly needs to be pointed out that it is impossible to

determine an index number for each of these particular companies
which would enable one to make price adjustments for them.
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differently they have worked in different industries.
Jewelry orders, for example, are lower on the average
in 1927 than they were in 1922, for the company cited
here. But for every year between 1922 and 1927 orders
averaged higher than in either of those years. Tf we
look at the figures only from 1925 to 1927, there has
been a rather marked decline. The optical goods com-
pany, on the other hand, has experienced a comfortable
increase in the average size of order in 1927 as compared
with that in 1925, but the size of order drops noticeably
in the one vear between those two. Sales books went out
in smaller average orders, from the company whose
experience is shown here, in 1927 than they did in 1918,
but they have been larger for the past three vears than
for any vear preceding until we get back to 1919. If
we compare 1927 with 1921, we find a very substantial
gain in the size of the average order for this company.
The company manufacturing metal specialties has made
a most decided increase in the average size of its orders
during the past six vears, advancing such orders each
vear, with one exeeption, until at present it is two and
one-quarter times as large as it was in 1923. The agri-
cultural machinery company has also made a substantial
zain in the average size of its orders in 1927 as compared
with the period nine years before. But in the yvear 1921,
which we ordinarily think of as a depression year in
agriculture, its average order was at the highest point
of the period. In 1922 the average size of order dropped
to 55 per cent of that of the preceding year. In each
year since, however, there has been a gain.
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Orders received by the manufacturer of paints and
varnishes increased in average size from 1919 to 1920,
but suffered a sharp break in 1921. There was a small
advance in 1922, but the average size of order of this
company has gone downward each year since that time
with the exception of the year 1925, when a slight ad-
vance was scored. The pump manufacturer experienced
a drop in the average size of orders in 1922 as compared
with 1921, but this was much more than regained in
1923. A still further advance, though only a slight one,
was made in 1924, and orders have remained at practi-
cally the same size through 1926. The average size of
orders for cameras has increased, ranging around an av-
erage of about $62 for the years 1921, 1922, and 1923,
then advancing to slightly over $67 in 1924, to $70 the
next year, then falling off slightly in 1926 to reach an av-
erage of over $73 in 1927. The gencral trend of the
period has been decidedly upward." The manufacturer
of band instruments experienced a decline in the average
size of order in 1921, when orders fell from $36+ to
$32+. This loss was more than made up in the ensuing
year, however, and orders have advanced steadily in size
every year since that time. The series of figures for
heavy hardware show a considerable variation. However,
1924, is the only year in which the average size falls
below the average size in 1922, which was the first year
of this series. The period closes with orders definitely
larger than at the beginning of the period.

_*This manufacturer reports that the increase in the avernge
size of orders may be accounted for partly by the addition of
whc&ea;l.en, and partly by the addition of a moving picture camers
to the line.
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Not the least interesting is the experience of the two
manufacturers of electrical supplies. Company A and
Company B make essentially the same type of materials.
Both are companies with a very wide distribution, but
Company A sells a larger proportion of its goods in the
East, while Company B is more particularly a Mid-
western concern. Company A is the larger of the two.
These two concerns have had experiences almost the
reverse of one another. Company B’s orders have in-
crease since 1924 from an average of $67.98 to an aver-
age of $80.00. Company A’s orders have decreased from
an average in 1920 of $76 to an average in 1927 of $52.
Both have been working on the problem of small orders
and in their communications have described some of
their efforts to lessen the decline in size or order, which
they believe to be general. The different results are with-
out any doubt in part due to different policies with ref-
erence to small order buyers.*

It thus appears that the experience of nearly cvery
one of these companies with respect to the size of orders
has varied somewhat during the period for which its
history is available. Yet certain gencral conclusions
can clearly be drawn. Iere are twelve companies, the
experience of which ranges over somewhat different
periods, but each of which has furnished figures run-
ning well down into the years when hand-to-mouth buy-
ing has supposedly been most widespread. Out of these
twelve companies cight show a larger average size of
order than they did in the year for which their figures

* Methods of meeting the small order problem are discussed in
Chapter XXI.
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are first available, while four show a decrease in the
average size of orders. That these changes are not al-
together due to changes of price level or of types of goods
sold is indicated when we note that exactly the same
cight companies show a larger size of order in the last
vear for which they have furnished figures than they
did two years earlier. Put another way, every company
which has a larger average order in its last reported
vear as contrasted with its first reported year has also a
larger average order for the last year ax contrasted with
the second year prior to that time. Precisely the same
statement may be made for the other four companies,
excepting that in each instance the more recent orders
are smaller.

These data should not lead us to the conelusion that
more manufacturing companies are experiencing in-
creases in orders than are experiencing deereases. A
good many companies which were unable to furnish sta-
tistics capable of tabulation did, nevertheless, show some
reason to believe that their average size of order was
growing smaller. One soap manufacturer, for example,
states: “ Our orders received during the five vears pre-
vious to 1922 averaged abont eight boxes to the order;
and from 1922 to 1925 about six boxes to the order:
and from 1925 to the present time this average has kept
to about four boxes.” Such expressions need to be taken
into consideration in drawing conclusions about the
general condition of the size of orders. There are, more-
over, further data in some of the evidence produced
below which should be considered before a conclusion
as to the size of manufacturers’ orders is reached.
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II. THE SIZES OF ORDERS IN THE CANNING
INDUSTRY

In answer to the questionnaire sent to members of
the National Canners Association, seventy-three reports
on sizes of orders were secured from more than forty-five
canning companies scattered over nineteen states of the
United States.” The figures dealt with canned corn,
canned peas, canned tomatoes, canned fruits of various
kinds, and canned salmon. The longest single company
history on sizes of orders covered the 21 years 1907-
1927, inclusive; another began with 1910 the others
covered shorter periods of various lengths. The sizes of
orders for cach product are discussed separately.”

A. The Varying Sizes of Orders for Corn

Data showing orders over various periods were
secured from some twenty-three corn canning companies.
The number of companies reporting on canned corn
orders for each vear was as follows:

1910...... 1 1916...... 5 1922...... 12
1911...... 2 1917...... 6 1923...... 14
1912...... 3 1918...... 9 1924...... 15
1913...... 3 1919...... 9 1925...... 21
1914...... 4 1920...... 11 1926...... 21
1915...... 1 1921...... 12 1927...... 23

*Several companies packed more than one commodity and, as
a result, made more than one report. Each company has been
given a number by which it will be designated wherever its record
18 glven mdmdual consideration.

*In using the phrase “ size of orders” in conneetion with canned
goods, it should be borne in mind that it is orders in the sense of
orders placed that are involved. Orders are often taken which
crop conditions make impossible of fulfillment. They are not.
therefore, an adequate mensure, in the canning business, of what
transpires in the shipping of the goods.

9
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As the number of companies reporting in each year
increases, the data obviously become more representa-
tive and less influenced by the record of any one concern.
The information made possible a tabulation of orders in
the following size groups:’

Less than 50 cases

50 to 100 cases

100 cases or more, but less than half a car

Half a car or more, but less than 1 car

1 car or more, but less than 5,000 cases

35,006 to 10,000 cases

10,000 to 20,000 cases

20,000 cases or more

ProporTION oF CoRN CANNERS' ORDERS IN

(Each size-group—in number of cases—as a percentage

LESS THAN S0ro 100 r0 V2 Car 10
50 100 V2 Can Can

”Is
2.

1. NumBER oF ORDERS OF INDICATED SizES

In examining the chart on this and following page, it
is worth while to begin with those scctions that deal
with the smallest orders, as they are the major subject
of current discussion.

The evidence on very small orders, those for less than
fifty cases, supports the current belief that small orders
are increasing. Small orders have averaged a distinctly
greater part of the total number since 1920 than in the

*For of approximation one may think of a carload of
eanned g as 1000 cases, although it is frequently somewhat less.
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period prior to that time. Very striking, in looking
through the sections of the chart which deal with these
orders, is the sharp increase which is observed following
1920 and the way in which this increase is maintained,
reaching a high point in 1927. Equally noticeable is the
fact that in 1915 canners received a proportion of orders
of this size unequalled by anything that has followed,
although in recent years the percentage of these orders
has advanced, and in 1927 was almost as great as in
1915.

Inpicatep Size-or-Oroer Grours, 1910-1927

of designated yearly total, all reporting companies)

K000 10 2000 ro 20000 anp
10000

20000 ovem £y

g

i R

ieo%

Ui

e BABARG, MAMAIER . e e ecasBecmtesa . o . esesccccasee i)
o n Q:\Q"\
HERE SRR 383

The 1915 situation, so much like that in 1927, may be
accounted for by several phenomena. It is, of course,
possible that the data themselves are not representative,
as there were only four companies which reported orders
for canned corn in 1915. Yet this explanation seems
doubtful, as each one of these companies reported a much
greater number of orders of this size in 1915 than it did
in any nearby year. It is probable, therefore, that the
explanation is to be found in economic conditions. The
year 1914 was one of depression with extensive unem-
ployment, many failures, and definite commodity price
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decline. Canned corn prices were also depressed in that
year, and continued to decline until the laust month or
two of 1915, when there was a slight advance followed
again by a decline. 1t is casier to account for the in-
crease in the proportion of small orders following 1920
than it is to explain their continuance since that time.
There was a strong downward trend of corn prices from
the end of 1918 to March, 1921. Then came a vigorous
rise, running into the fall of 1921. This was followed
by a decline until the middle of 1922, when there came
first a gentle and then a sharp rise, reaching a peak in
the spring of 1925. The sudden drop to the fall of 1925
changed into a slowly rising price through 1926 and
1927. The period from the middle of 1922 until the
spring of 1925 did not, therefore, give the same price
reason for small orders as did 1915, or 1920-21. Indeed,
the trade journals report little hand-to-mouth buying
in that period, so far as placing husiness ahead was
concerned.

Orders for lots of fifty (o one hundred cases have
varied widely as a percenlage of the tolal number of
orders. They show materially less evidence of increase
than the smallest size of order. The number of such
orders declined in general from 1910 to 1917, rose again
to a high point in 1922, and after a second decline be-
came a higher percentage of total in 1927 than in any
year since 1910. A first glance at the chart showing the
fluctuations in the percentages of these orders is likely to
suggest that they have not varied greatly from vear to
year. But a more careful observation will show that,
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measured in terms of a percentage of change, there has
been wide variation. Tn 1917 these orders were 5.2 per
cent of the total, as compared with 9.8 per cent in 1913,
In 1922 they were up to 11.5 per cent, and in 1926 were
down to 7.5 per cent. By 1927 they had increased to
11.9 per cent. If we take only the last two years into
consideration, one i3 justified in the statement that there
has been a sharp increase in the percentage of orders
which are in this class. If the past two years are com-
pared with the vears 1921 to 1923, this increase is much
less apparent. The average percentage for the seven
years since 1920 is definitely higher than that for the
preceding seven years, or for the whole of the period
before 1920.

The percentage of orders for one hundred cases or
more but less than half a car has been more uniform
from year to year than the percentages of the groups
previously considered. Two distinet trends are observ-
able, however. The first of these is a downward trend
from 1912 through 1917, and the second an upward
trend from 1917 through 1927. The year 1917 with
14.8 per cent has the lowest percentage for the series.
As this order is in the “small” class, infrequency
might well be expected in a war yvear. There was an
increase to 20.3 per cent in 1918, however. In 1919
these orders had reached 23.9 per cent of the total and
never since have fallen below 20 per cent. The highest
point reached since 1912 is 29.1 per cent of the total in
1927. The average percentage of these orders is higher
in the seven years following 1920 than in the seven years
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preceding it, and higher for the second half of the period
than for the first half. '

Taking the period as a whole, orders of the type under
discussion are the second most frequent type of order
received by corn canners. Indeed they have been second
highest in frequency for every year of the period except
1915 and 1927. In 1915 they were a smaller part of the
total than orders of less than fifty cases, and in 1927
they surpassed all other sizes of orders in frequency.
Orders of this type have averaged 24.1 per cent of the
number of orders received.

The number of orders for one-half car or more, but
less than a car, in the period 1921 to 1926, made up an
almost constant proportion of the total number of orders
received. They became a larger part in 1927. Not only
are they constant, but they are comparatively few. In
the period 1921 to 1926, inclusive, there is not a single
year when these orders are as large a part of the total as
in any year prior to 1921.

The period before 1921 contrasts with the later
period in its irregularity. It shows sharp upward move-
ments followed by gradual declines. From 20.4 per cent
in 1910, there came a decline to 13.2 in 1912. From
17.2 per cent in 1913 these orders dropped to 11.8 per
cent of the total in 1917. The following year they were
up to 19.0 per cent, following which came another
decline.

If these orders are counted as “large,” there is evi-
dence of a drop in large orders following 1920 from
which recovery has been made only in 1927. TIf they
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are counted ‘ small,” it is obviously small orders that
have declined.

In 1927 the carload order—that is, the order for a
carload or more but less than five thousand cases *—for
the first time in the eighteen years studied lost its place
as the order of most frequent occurrence. The one hun-
dred case order took its place as the modal order.”

There was.never a year prior to 1927 when orders
of the carload type were not a plurality. Moreover, with
the exception of three instances, every company re-
ported orders in this group for every year. In 1927 the
carload order not only yielded first place to the one
hundred case order but the less than fifty case order was
within one-tenth of 1 per cent of equalling the carload
order in frequency. Thus while the carload order retains
second place in frequency, that place is insecure.

The significance of the carload order in the past is
further emphasized by the fact that a third to a half
of all the orders received have been in this class. Ex-
cepting only three years, these orders have for every
vear before 1921 been more than 40 per cent of the
orders received. Since 1920 they have never been more
than 35 per cent of the total.

In the period 1910-1921 orders for a car but less than
five thousand cases varied in frequency, reaching a peak
in 1917 and touching a low point for the period in 1921.

“There is good reason to believe that a very considerable
majority of these orders are for a carload rather than for amounts
in the larger sizes of this gro

group.
“That is, the sise of order which occurs more frequently than
any other.
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Since 1923 the trend has been definitely downward. The
varied frequency has low spots in 1910, in 1915, in
1921, and in 1927, thus giving it some appearance of a
cyelical swing. No doubt to some eyes the form of the
bars of the chart will suggest, rather, a trend upward
from 1910 through 1917 and a downward trend sinee
that time.

One of the most striking conclusions o be drawn s
the great increase in the frequency of the larger types
of orders in the post-war as contrasted with the pre-war
pertod. This is shown particularly by noting what has
happened to the three classes of orders for five thousand
cases or more.

Orders for five thousand cases or more but less than
ten thousand are much more frequent in the post-war
than in the pre-war years. While this is readily seen
in the chart which shows the average percentage of
orders for all companies reporting, the number of com-
panies involved, as well as the number of orders of this
size secured by any one company, is so small that con-
clusions concerning these orders expressed in percentages
are unsatisfactory. The experience of particular com-
panies is more revealing. Company 12 and Company 48
are most worth considering. With the exception of
1917—a war year—(Company 42 never received three
orders of this size in any onc year before the year 1922,
But it obtained three or more orders of that size in each
of the years 1922, 1923, 1924, and 1925. It received
two such orders in 1926 and none in 1927, Company

2 Only one company reported for 1910, however.
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48 never received as many as ten orders of this size,
with the exception of the war year 1917, until the year
1921, in which it received cleven. It has secured ten
or more orders of this size every vear since 1921, reach-
ing the highest number in 1926 with fifteen such orders.
In 1927 it received ten orders of this size.

The observation that those companies which have
received orders of the larger sizes received themn most
abundantly in the post-war period is emphasized by a
study of orders for ten thousand cases or more but less
than twenty thousand cases. These large orders were a
rarity until after the war. This is best shown by the
experience of those companies which extends over the
greater number of yvears. Company 42, for example, re-
ports one such order in the year 1911, the earliest year
for which it presents data. This company reports another
such order in 1913 but no more until 1918, From that
vear through 1927 orders of this size are reported each
vear with two exeeptions, and in the last two vears,
respectively, three orders of this size were secured by
this concern. Company 48, coneerning which data are
shown since the yvear 19100 shows no such order until
the year 1914, For every vear sueceeding for which
data are given, with one exeeption, this company reports
orders of this size.

Orders of the largest size—twenly thousand cases or
more—are wholly a war and post-war phenomenon.”

® Recalling the fact that there are approximately 1000 cases of
corn to a carload, it will be scen that an order for 20,000 cases
means a 20-carload order.
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The year 1917 is the first year in which any orders of
this size are reported.

Again, the best way of sceing the increase of these
large orders is by examining the records of particular
companies. There are two companies, the experiences of
which were obtained as far back as 1910 and 1911, re-
spectively, which at one time or another received single
orders for twenty thousand cases. These two companies
taken altogether received only onec order of this size,
and that one in the year 1917, until the year 1922. One
of these companies, Company 48, received its first order
of this size in 1922, and has had one or two such orders
every year since. The second, Company 42, received its
first order of this size (except the 1917 instance) in
1923 and has had from one to three orders of this size in
each succeeding yvear. For Company 34 there is a record
running back through 1918. This company received a
twenty thousand case order in 1918 and one each year
since. Whether it had similar orders prior to 1918 there
is no way of telling. (On page 130 will be found a chart
which shows the proportion of all orders for canned corn
which were for less than a carload and those which were
for a carload or over. The chart shows also the propor-
tion of volume represented by these two types of orders.)

The most natural explanation of this development of
large orders in the post-war period is in the growth of
chain stores and mail order houses and, in later years,
of group buying. The gigantic buying power of these
enterprises makes possible such purchases, and the neces-
sity of supplying their many outlets may be regarded
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as an urge toward assuring themselves of a large supply
of required quality.

Siz conclusions are justified concerning changes in the
proportion of orders of various sizes. These may be
stated as follows:

(1) There are three types of less than carload orders
received by corn canners that have shown a marked in-
crease in relative frequency during “the past few
years.” * These are orders for:

(a) Less than fifty cases. Such orders have aver-
aged a larger percentage of the total number of arders
for the nine years since 1918 than for the nine years
preceding that date. The percentage of such orders is
higher in 1927 than in any other vear but one for
which data were secured.

(b) Fifty to one hundred cases. These have aver-
aged higher since 1920 than for the preceding vears.

(¢) One hundred cases or more, but less than half
a car. For these the average percentage for the seven
years since 1920 is higher than for a similar period
preceding 1920. The percentage was higher in 1927
than in any other year excepting 1912,

(2) No one of these three types of orders has made
up a larger percentage of the total number of orders tn
any post-war year than in cerfain pre-war years.

“The phrase “the past few years” is used partly because it
fits the current notions of the period when this phenomenon is
supposed to have occurred and partly because the period of years
when the facts described have oocurred has been longer in some
instances than others. In no case does it extend before 1918.
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(3) There has been a marked tendency for orders
of these three types to be relatively infrequent in years
of relatively high prices.

(4) Twice before the current period—in 1915 and
1921-22 respectivelv—have orders of the smallest size
been a large part of the total number received. Follow-
ing 1915 the relative frequency fell immediately and
sharply; following 1921-22 it fell slowly and less far.
Beginning with 1925 it has again risen constantly
through 1927. Orders of the other two types in this
small order class evidence a less marked and less uniform
response to the forces at work.

(53) The changes that have occurred in the relative
frequency of orders have dethroned the carload order
as the dominant one in the canned corn industry. With
an almost continnous fall in frequeney since 1924, the
frequeney of carload orders has been execeded in 1927
by the one hundred case order.

(6) Orders of the three largest sizes—orders for five
thousand cases or more---have become far more impor-
tant in the post-war period. Of these, the largest size—
twenty thousand cases or above-—none was reported
before 1917,

The corn canning industry is in a small order era,
but it is also in a big order era. The significance of
the two types of orders as parts of the canning business
will be given attention in the next section.

2. VorLumEe 1N Various Sizes or ORrpERS

In what has preceded the change in the relative fre-
quency of orders of various sizes has been under exami-
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nation. But what of changes in the volume of business
done in orders of various sizes? It is obviously possible
that a company may handle a considerably increased
percentage of small orders and shipments and yet ship
but little more of its product in small units. 1t takes a
great many small orders to equal one large one in volume.
Our question here 13, then, to inquire what changes have
taken place in the proportion of business done in orders
of various sizes.

But the reporting companies gave information only
in number of orders and no returns on volume. To
determine an approximate volume, represented by orders
of the various sizes for all the companies, it was there-
fore necessary to assume an average number of cases per
order in each order group and multiply this by the
number of orders reported for that group for each com-
pany for cach vear. It scemed reasonable for the purpose
in hand to assume for the various order groups the fol-
lowing number of eases.™

Assumed
Number of
Cases Per
Order Group Order
Fess than 50 cases....... ... ...... .. ...... 25
A0 to 100 cases. ... il e 75
100 cases or more, but less than half a car.... 300
Half a car or more, but less than 1 car....... 750
1 car or more, but. less than 5000 cases. ... .. .. 1.000
5000 to 10,000 cases. ... ..., 7.000
10,000 to 20000 cases. .. ..ot i, ... 15,000
20,000 CageS OF MOMC. . ... vitt oo o 20.000

Tt is not of great importance that these cstimates be more
than approximately accurate, so long as the same oncs are applied
or each year and to all the compunies. It is only the changes
from ycar to year that arc under consideration.
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Strikingly different from the story told in the preced-
ing section ts that revealed by these data when we con-
sider them from the point of view of volume. The most
important difference is the fact that increases in the
number of small orders seem of comparatively little
consequence. This does not mean, of course, that small
orders have not increased to the degree indicated in the
earlier section, but it does mean that such increases seem
relatively insignificant when we realize how small has

ProporTiON oF CorN CANNERS' Business Done
(Volume of business represented by each size group—

yearly total, all
LESS THAN S0ro 100 ro vz Cam 10
s0 00 vz Can Can

PERCENTNGE OF Tou

<
19/0}
1915
195
2.

§ 38 ERR s

33

1910
1915

been the increase in the proportion of output which such
orders represent.

The changing proportion of volume represented by
various sizes of orders for all companies for all years
considered is shown graphically in the chart on this and
following page. We shall sec that an examination of
these verifies the general conclusions given above.

Although the number of orders for less than fifty cases
was over 20 per cent of the total in 1927, these orders

“Bee pp. 114-116 for discussion of the number of orders in this
group for various years.
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call for only 0.6 per cent of the volume of canned corn
shipped. Indeed, in only one year (1915) of the entire
period 1910-1927 have these orders ever accounted for
more than 0.6 per cent of the total volume.

Nor are orders in the fifty to one hundred case group
of significance when translated into volume. While these
orders have been a little higher fraction of 1 per cent
than has the preceding group in most years, there are
only two years in the series when they are more than

IN Orpers oF INDICATED Sizes, 1910-1927

in number of cases—as a percentage of designated
reporting companies)

Can ro 5000 ro 20000 ro 20000 ano
! 10000 20000 over

0L 20 ININTINIS

1 per cent of the total volume. These two instances are
in 1910 and 1927, when they represent 1.2 and 1.1 per
cent of volume, respectively.

It is only when orders for one hundred cases are
reached that the volume represented becomes significant.
Accordingly, changes in the frequency of this size or
greater are of real importance to canners. As will be
seen at once from the chart, orders of more than one
hundred cases but less than half a car advanced in 1927
to 11 per cent of the volume shipped, and had been
running in the neighborhood of 6 per cent for the five
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or six years preceding. From 1917 to 1921 they had
averaged roughly 5 per cent, and prior to that time were
about the same part of the total that they were in 1927.
The 1927 situation, therefore, appears to be a return
to a condition which was somewhat normal before the
war rather than a climax of post-war experience.

Even in this group of orders the pereentage of volume
represented is much less than the percentage which such
orders are of the number of orders received. To illus-
trate specifically, orders of this size were 29.1 per cent
of the number of orders received in 1927, but they ealled
for only 11 per cent of the corn shipped.

Orders for one-half a carload or more but less than a
car have been of declining importance as a part of the
volume, but they exhibit a sharp gain in 1927. The
downward trend is observable whether we begin in 1910
or in 1918, the year in which the war ended. Increases
in 1925 and 1926 were very slight. Even the 14 per
cent of the volume represented by these orders in 1927
is a smaller part of the total than that represented in
several pre-war years. Yet these orders, like the one
hundred case to half-a-car group, are important. They
have never been less than 6 per cent of the orders
received.

The proportion which these orders are of the total
number of orders received is close to the proportion of
the total volnme which these orders represent. In 1927,
for example, 14.8 per cent of the number of orders re-
ceived were of this kind, and 14 per cent of the volume
was in such orders. In 1910 also 20.4 per cent of the
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orders received were of this kind, and they accounted for
20.8 per cent of the total volume.

Orders in the carload group have shown a marked
decrease since the war. While there was not a year in
the series, prior to 1917, when these orders did not ac-
count for more than half of the business done, there
has not been a year since 1917 when they have accounted
for as much as 37 per cent of the business done. In 1917,
the first year of a big drop, 40.8 per cent of the volume
was in orders of this size.

Moreover, the trend in carload business has been
definitely downward in the past five years, the low being
in 1927, when only 25.3 per cent of the business was
done in orders of this size. This is roughly half of
what was normal prior to 1917. Well may the corn
canner ask what has become of the carload business.

The answer is that the volume of carload business has
declined because the grealer than carload business has
grown. More marked than any other change except the
decline of carload orders is the increased percentage
of business done in orders of five thousand cases and
above. This will be seen at once from noting the relative
importance which these orders assume from the year
1917 on. In the group of orders five thousand cases or
more but less than ten thousand there is a definite trend
upward. While the trend is less certain on orders of ten
thousand cases or more, such orders were a small part of
the total before 1917. They are, indeed, lacking wholly
in many of the vears before that date. If orders in the
three very large order groups were to be translated into

10



130 HAND-TO-MOUTH BUYING

carload orders and put into the chart showing the decline
in carload orders, they would occupy a large part of the
space left as a result of that decline.

The significant growth of large orders for corn is most
strikingly shown by contrasting a cumulation of orders

GrowTH IN LArGe Orpers For CaNNep CorN, 1910-1927

(Data for each size group are given as percentages of yearly
totals, all reporting companics)

1. NUMBER OF ORDERS
Less than Car Car and Over g
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for a carload and over with a cumulation of those for
less than a carload. In the chart on this page the busi-
ness done in orders of less than a carload is shown at the
left ; those for a carload or more at the right. This chart
indicates at once that the percentage of business done

Pencenmce oF  T¢
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in less than carload lots shows no significant changes
from 1921 until 1927. In general there was a slightly
downward trend, with a sharp upward jump in 1927.

It should be noted that although the percentage of the
number of orders for less than a carload was slightly
higher in the post-war than in the pre-war period, the
percentage of the volume done by such orders was much
smaller after than before the war. In other words,
canners have had to handle more of these small orders

GrowiNGg IMPORTANCE or VERY LARGE ORDERS FOR CANNED
CornN, 1910-1927

(Orders for 5,000 cases or more as percentages of respective
yearly totals, all reporting companies)

I. NUMBER OF ORDERS II. VOLUME OF BUSINESS
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8 3
§ “ §
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2 2 } 2 3 ]

since the war to get the same volume. On the other
hand, the business done in orders for a carload or more
tended upward until 1925 and showed no decline worth
noticing until 1927, This increasing volume was, more-
over, done with fewer orders.

A cumulation of all orders for five thousand cases or
over emphasizes the new importance of large orders since
1916. (See chart on this page.) In 1917 these large
orders accounted for more than twice as much of the
volume as they did in 1916. They have averaged more
than half the total volume since that time and have
increased in importance until 1927.
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B. The Sizes of Orders for Canned Peas

The canners of peas have expressed as much concern
about diminishing size of orders as have corn canners.
\WVhat have been the facts regarding their orders? Data
were obtained from seventeen companies representing

Sizes or OrbERS OF ALL REPORTING

(Number of orders and volume of business represented
of respective

I. NUMBER
LESS THAN 50 ro 100 ro V2 Can 0
S0 100 2Can Can
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IS
3
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twelve states and all of the principal pea-growing arcas.
One company reported its experience from 1911 to 1927,
inclusive, a period of scventeen years. The histories
of the other companies varied from sixteen years to two
years in length.

(lanners of peas are juslified in their impression thal
small orders are increasing as a percenlage of the lotal.
(Sce chart on pp. 132-133.) This is the fact whether we
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consider orders of less than fifty cases, orders of fifty
to one hundred cases, or orders of one hundred cases
to half a car. The second of these three groups has
advanced least in relative frequency. Both of the others
have shown sharp gains since 1920.

Pra CANNERs, 1911-1927

by each size group—in number of cases—as percentages
yearly totals)

OF ORDBERS
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In their growing relative frequency orders of these
three classes show a more pronounced gain since 1921
than do orders for corn in the same size groups. This is
particularly true of the orders for less than fifty cases.
(See pages 114-115.)

Moreover, the increased frequency of orders of these
three sizes is, for peas, more definitely a post-war matter
than is the case with canned corn. If we look again at



134 HAND-TO-MOUTH BUYING

the chart showing frequency of various kinds of orders
for corn, we shall see that small orders have at various
times in the past been as frequent as they are at present.
This is not true for peas.

Orders of the three small sizes, particularly the two
smaller sizes, represent even now a very small part of
the total volume." The volume of business now done in
lots of one hundred cases to half a car has, however,
increased considerably, being slightly above 10 per cent
of the volume in 1926. The noticeable increase in the
amount of volume called for by these orders has occurred
since 1920.

Orders of one-half car up to those of the largest size
show various changes through the period. Some of them
are decidedly different from the movements noticed in
studying corn orders. The orders for one-half of a car
to a car are becoming relatively less frequent, though
they have, since the war, been a slightly larger percent-
age of the volume.” Orders for a carload or more but
less than five thousand cases have become almost con-
tinuously less frequent since 1918. They are at the low-
est point in 1927. While orders of this size represented
more than half the total number of orders until 1918
and were by far the most frequent type of order received
until 1923, they lost this place in 1925. In 1925, 1926,
and 1927, they have been outnumbered in relative fre-
quency by orders for one hundred cases to half-a-car and
by orders for less than fifty cases. In 1927 they were

¥ Volume is estimated by the same weighing process that was
used in estimating the volume of corn. (8ee page 125.)

* ®Orders of this size, for corn, with the exception of th
1927, show almost opposite trends. P © year
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only 18.7 per cent of the orders reccived, while orders
of one hundred cases to one-half a car were 28.2 per
cent. The percentage of volume represented by these
orders, however, does not show any serious decline. This
conclusion differs radically from that reached in con-
sidering orders of this size for canned corn. (See
page 129.)

Orders for peas in the larger size groups appear to be
trending downward in relative frequency and to show
no gain as a percentage of the volume. This is true of
all of the three groups considered. While in all three
the proportion of volume represented by these orders is
holding up reasonably well, there is a contrast with the
gain in this respeet noticed in the study of canned corn.

We may conclude concerning orders for peas: (1)
that smaller orders are showing a greater tendency to
increase in relative frequency than is the case with
orders for canned corn; (2) that carload orders are
being received with less relative frequency than for-
merly, are no longer the modal order, and are of some-
what less importance as a part of the volume: and (3)
that orders for five thousand cases or more are less fre-
quent and are not accounting for an increased proportion
of the pack.

In the chart on page 136 there are cumulated into
orders for less than a carload and orders for a carload
and over the same data that we have just been con-
sidering.

Orders for a carload or more are becoming of less
significance than formerly (o pea canners. In this cumu-
lative chart the great growth in relative frequency of
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orders for less than a carload stands out strikingly, while
the decline in orders for a carload or more is corre-
spondingly noticeable. This chart shows, as did our

DecLiNg IN Larce Orbers ror CANNED Pras, 1911-1927

(Data for each size group are given as percentages of respective
yearly totals, all reporting companies)
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more detailed study of peas, that the sharp growth in
small orders has occurred since 1920. But it shows also
that certain earlier yecars saw a very large number of
such orders, 1915 being an outstanding case. This
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cumulative chart also indicates the inerease in per-
centage of volume in less than carload orders since
1920, and corresponding decline in volume called for
by orders of over that size. The pre-war year 1915 is
again noticeable as a year of small-order business. It
was, indeed, a year when a larger proportion of volume
went out in small orders than in the post-war year 1922..

VARYING IMPORTANCE OF VERY LARGE ORDERS FOR CANNED
Pras, 1911-1927)

(Orders for 5,000 cases or more as percentages of respective
vearly totals, all reporting companies)

I. NUMBER OF ORDERS II. VOLUME OF BUSINESS
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Orders for five thousand cascs or more have apparently
been less in relative frequency and in-relative impor-
tance since 1920. (See chart on this page.) Yet this
conclusion must be reached with caution. There was a
steady decline from 1911 to 1915 to a point where they
were a smaller part of the volume than they have been
in any post-war year. There is rcason to believe that this
fall was halted by war demands and that by the time
these were over new buying forces—the expanded chain
store and mail order house, and group buying—had
checked the tendency to decline which was so clearly
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noticed prior to 1916. It is quite probable, therefore,
that orders for five thousand cases or more are in a
more promising position than before the war.

C. Sizes of Orders for Canned Tomatoes

The evidence secured on sizes of orders for canned
tomatoes is less satisfactory than that obtained for corn
and peas. The period covered by certain reporting com-
panies is gratifyingly long, one company’s record run-
ning from 1907 to 1927, inclusive. The data furnished
by a second company cover the years 1911 to 1927, but
with an unfortunate gap at an important period, due
to a discontinuance of packing. Sixteen companies
reported altogether; but a considerable number of these
provided information only for a three-year period, and
the great influx of companies in the last three years
caused the data for those vears to be incomparable with
those that preceded. The records of four companies were
obtained for the five years 1923-1927, and a careful con-
sideration leads to the conclusion that the combined
records of these ‘four companies is sounder evidence of
conditions generally than the combined records of all
the companies reporting. To show what has been happen-
ing to the sizes of orders of canned tomatoes, it has,
therefore, seemed best to present the history of two
different companies for the entire period for which each
reported and to follow this with the data of the four
companies above mentioned.
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1. Tur Recorp or AN EasTerN CANNER

In the chart on pp. 140-141 is shown, for a period of
twenty years, the variations in the sizes of orders of an
important Eastern tomato canner (Company 35).

This company shows no increase in frequency of small
orders during the past three years. At least this is true
of the two smaller types of orders. There has been an
important increase in the frequency of orders of from
one hundred cases to half a car. Curiously enough,
orders of this size, which for this company one would be
inclined to think of as in the small order class, have
been most frequent in 1909, 1917, and 1927. It is diffi-
cult to relate this situation either to a theory that such
orders increase in years of business depression, or to the
idea that 1927 has been, in the number of small orders
received, comparable to years of business depression. It
should be noticed too that orders for one hundred cases
to less than half a car were higher in 1908 than they
have been in any but the three years just mentioned.
The carload business of this company has been declin-
ing almost steadily since 1920, although the years 1922,
1923, and 1924 showed an advance in the frequency of
such orders. On the other hand the volume of business
done in carload orders has been increasing during the
past three years and is now well up with the average
of all the years shown. The most severe decline in car-
load business as a proportion of the volume for this com-
pany came between 1911 and 1916. The years since 1921
have averaged much better in this respect than the years
in that period.
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An examination of the distribution of the three larger
types of orders explains some of the conditions just dis-
cussed. For example, the volume of business done by
this company in orders of ten thousand to twenty thou-

Sizes oF ORbERS FOrR CANNED

(Number of orders and volume of business represented
of respective
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sand cases advanced steadily from 1907 to 1916. 1t was
into this group of orders that the carload business was
going. In 1917 carload orders again came to the front,
taking 81 per cent of the company’s business; but in
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1918 such orders lost much of their importance, for the
company secured two orders for over twenty thousand
cases, which altogether called for nearly half of their
volume.” Tn 1919 this company had no orders in the

Tomaroes, CompaNy 35, 1907-1927

by each size group—in number of cases—as percentages
yearly totals)
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smaller classes and did only 16 per cent of its business
in the carload group. Eighty-two per cent of its volume

* As a matter of fuct, one of these orders was for 40,000 cases
and the other for 23,000.

¢
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was taken up by orders of ten thousand to twenty thou-
sand cases.

The real post-war shift for this company has not been
to “ small orders” but from large orders to orders in
the carload class. Study of the volume in specific years
since the war will show that the shifting in business has
been in three groups ranging from a car to upward of
twenty thousand cases.

This company’s history contrasts interestingly with
the experience of corn canners in that we have here a
larger number of very large orders prior to the war than
has been the case since. A glance at pages 120-122 and
129 will remind us that big orders in corn were practi-
cally unknown prior to 1917.

This company’s records should not be left without
indicating that much of its historv can he explained
in terms of its own business practices and achievements
fully as well as it can in general business conditions. In
certain vears it has been able to seeure enormous orders
from well-known preservers and chain-store huyvers and
to secure very large orders from wholesalers. Such orders
account for the situation in 1918 and 1919 particularly.
They account for it in part in 1920. It would be difficult
to bring better evidence to show the necessity of any
one company studying its own situation before conclud-
ing that it was wholly within the grip of general busi-
ness conditions. While those conditions which were
supposed to multiply small orders were plentiful in 1920
and 1921, this company was not troubled by them.
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2. TueE Recorp oF A WrsTERN CANNER

As this company (Company 42) canned few if any
tomatoes from 1918 to 1923, its record breaks into
two sections. These may be compared to advantage.

A comparison suggests at once that the smaller types
of orders were relatively fully as frequent in the earlier
period as they are in the latter. (See chart on page 143.)
This is true of all orders up to half a car. It is also
noticeable at once that a given percentage of small orders
is now calling for a smaller proportion of volume than
was formerly the case. Half carload and carload business
is much less important to this company since the war
than it was before it, but orders for five thousand cases
or more have become significant. Beginning with 1922
such orders have always been more than 70 per cent of its
business. In only one year prior to the war period were
any such orders secured. Because of the gap in the
record it is impossible to tell at what point these larger
orders began to be significant, but the shift to such orders
in the post-war situation is obvious. In its post-war
growth in larger orders, the record of this tomato can-
ning company is quite in line with records of corn
canning companies.

3. A Stupy oF Four COMPANIES FOR A
Five-Year PEriop

The five-year history of four companies combined
Jeads to the conclusion that the most important shifting
in sizes of orders for tomatocs is among the larger types
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of orders. The chart on this page shows a decline in the
frequency and significance of the smallest orders and a
sharp inerease in the frequencey and significance of orders
from one hundred cases to half a car. But the shift in
volume accounted for from vear to year has been taking
place in orders from a carload up. Carload orders have
been declining both in frequeney and as part of the
volume. But in the first three vears of the period orders

Si1zes oF OrpErs oF Four Tomato CANNERs, 1923-1927

(Number of orders and volume of business represented by each
size group—in number of cases— as percentages of
respective yearly totals)
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of five thousand to ten thousand cases advanced rapidly
to take up the volume lost to carload business; and while
these dropped off, as did carload orders. in 1926, a still
larger type of order appeared for these companies—
the order from ten thousand to twentyv thousand cases.
Tt appears then, that for these four companies two
significant things are occurring. The smallest types of
orders are diminishing in frequency: the moderate
orders—those from one hundred cases to half a car—are
hecoming more common ; and orders of large rize, that is,
tive thousand cases and above, have been playing an
increasing role.
1
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D. Sizes of Orders for Canned Fruit

The fruit pack of the United States represents a very
wide variety of commodities grown in various propor-
tions in widely scattered sections of the country. Data
concerning the sizes of orders received for pears, peaches,
pineapples, berries, and cherries were obtained for vary-
ing periods of years. The data on berries and cherries
were secured from only one company, but these data
fortunately cover a period of seventeen years, from 1911
to 1927, inclusive. The same concern (Company 42)
also furnished data on orders for canned pears for the
same number of years. Seven other companies furnished
information on canned pears for periods varying from
one to nine years. The statistics on the size of orders
for peaches were secured from four companies for
periods of from one to four years. Only one company
(Company 25) reported on pineapples, this report cover-
ing a three-year period. Because of differences in the
data and in the periods involved, it is best to consider
these commodities separately rather than in a general
compilation. We shall examine first the returns on
pineapples, thus disposing of what is the least signifi-
cant data. )

1. PINEAPPLES

Company 25, a very large concern, reported on sizes of
orders received for pineapples. The record covers only
three years.

For all of the period reported this company has done
a large part of ils business in small orders. In each
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of the years reported, more than 90 per cent of the
orders received have been for less than half a car. Over
65 per cent of the company’s volume has also been done
in these small orders. The two smallest types of orders
have been decreasing in relative frequency. The volume
done in the three smallest types of orders has been
increasing ; the volume done in orders of half a car or
larger has been decreasing.

2. PEAcHEs

Next let us give attention to the reports of the four
companies which gave information on peaches. These
are shown in the chart on this page.

The fact that orders for less than fifty cases have
trebled in relative frequency during the puast four years
1s the outstanding feature of these data. The decline
in relative frequency in other groups which accounts
for this increase in orders of the smallest type is to be
found in the orders from one hundred cases to half a car,

Stzes o OrbERS OF ALl ReporTING PEACH CANNERS, 1924-1927

(Number of orders and volume of business represented by each
size group—in number of cases—each year, as per-
centages of respective yearly totals)
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and from a car to five thousand cases. An appreciable,
though less marked, decline has also occurred in the im-
portance of orders for half a car to a car.

Volume changes are less obvious, except in the group
for a car to five thousand cases. The volume in the larger
groups has fluctuated considerably from year to year,
but no trend for the period is observable. Large orders
are a far less significant part of the volume for this
commodity than they are for the standard vegetables.
Volume represented by the smallest tvpes of orders has
increased but is still a small part of the total volume.

3. PEars

The order history of pear-canning companies will be
studied through the evidence of all companies reporting
from 1919 to 1927, of what is believed to be a typical
company for the same period, and of another company
for a longer period. In the study of the experience of
the group of all companies, it is well to bear in mind
that there are great variations between the experiences
of different individual companies.

The combined record of pear-canning companies shows
that a plurality of orders placed in each year were for
less than fifty cases. (See chart on page 149.) While
this record does not go back far enough to furnish evi-
dence for the depression period of 1914-1915, there were
many small orders in 1920. This was followed by an
almost steady improvement to 1925, and then a tendency
toward more small orders.
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A greater part of the volume of orders each year was
in sizes of one hundred cases to a carload. Both the
number and volume of orders of from one hundred cases
to one-half a carload increased rapidly from 1919 to

Sizes oF OrbEkRs OF ALL RePORTING PEAR CANNERS, 1919-1927

(Number of orders and volume of business represented by each
size group—in number of cases—as percentages
of respective yearly totals)
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1922, reaching 70.4 per cent of the volume in 1922.
After 1922, the volume in this group dropped rapidly
until 1925, and has been rising rapidly since then.
The record of what is believed to be a typieal fruit
canning company (Company 14) shows tendencies in
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line with those observed for vegetables. This company’s
experience is in canning pears in the New York fruit
belt, for a period of nine years. The smallest size of
orders has been pretty steadily on the increase since
1922, although 1925 is the vear when they registered
greatest relative frequency. This company, however,
had a rapid growth of such orders from 1919 to 1921
and then a sharp decline.

The volume of business done in these orders of less
than fifty cases has, for this company, followed in gen-
eral the same trend as the relative frequeney with which
orders have been received, although the volume done in
these orders in 1927 is disproportionately large. The
declines have been mostly in orders of from one hundred
cases to half a car, and of from one-half car to a car,
though in 1927 the orders and volume in the latter group
advanced very strongly.

Company 42, though probably less typical, is worth
considering, because its record is complete from 1911
through 1927. It is important to know that this con-
gern does a comparatively small business in this produet,”
also that a very large proportion of its orders have al-
ways been for less than fifty cases. The proportion of
orders of this size dropped significantly during 1918,
1919, and 1920, but since 1920 has never been less than
95 per cent of the total, and has in three different years
been 100 per cent of the total. That is, in every year

®This notwithstanding the fact that it is one of the largest
companies reporting and one which does a very large volume in
certain canned vegetables.
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since 1920 there has been a larger proportion of the
orders in this class than there was in any year before
1918. The company has had an order for as much as half
a car only once during the entire period, the occasion
being in the year 1919.

The volume of business done in the various sizes of
orders has also been largely in the less than fifty case
division, although this has been more pronounced since
1920 than before. Striking exceptions are in the years
1916, 1918, and 1920, when there was a considerable
volume shipped in lots of from one hundred cases to
one-half a carload.

4. BERRIES

The best evidenee on size of orders for berries is the
record of C‘ompany 42 from 1911 through 1927,
inclusive.

The record of this concern for a period of seventeen
years is excellent evidence lhat the present ts not the
first period of small order buying in this commodity.
(See chart on page 153.) From 1911 to 1915 orders
for less than tifty cases as a proportion of the total in-
creased in cvery year, reaching in 1915 as high a point
as they have reached in any but three years since 1920.
Following 1915 came a decline in these orders, with
the low in 1919. What followed may be interpreted in
either of two ways. We may conclude that there has
been a steady trend upward with certain years leaping
ahead of the general tendency. To the writer a more
accurate interpretation is that there have been two
periods when small-order buying has been pronounced.
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A first and rapid increase came in the years 1920 and
1921. Then there was an immediate improvement coin-
ciding with improved business conditions, followed in
turn by a rapid increase in small orders, running
through into the present time. The vears 1921, 1925,
and 1927 were years when these orders were most com-
mon. In orders from fifty to one hundred cases a less
marked eyelical movement has taken place, and the highs
and lows fall somewhat differently. Orders for onc
hundred cases to half a car followed an almost opposite
tendency so far as frequeney was concerned, while the
same tendency in a much more striking way occurred
in the orders of onc-half a car to a car. The examination
of the frequency of orders ranging from a car to five
thousand cases shows the same tendencey as the two large
groups just considered. There have been few orders for
more than five thousand cases.

A scrutiny of the relation of orders to volume shows a
double movement for the period. The significance to
volume of the three smaller types of orders increased
from 1911 to 1915. It declined sharply in 1917, and
with some variations increased in importance to 1921,
1922, or 1923, depending upon the particular group of
small orders under discussion. Since that period the
importance of these three types of orders in volume
terms has been growing less. For the last two years, as
in certain other years during the period, orders for more
than five thousand cases have been significant in the dis-
tribution of the volume. This is particularly true of
1927, when an order for ten thousand cases or more was
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received. As this order alone accounted for 48 per cent
of the volume, it is easy to see what its effect would have
been if it had been distributed over the smaller groups.
As this is the only order of this size received by the com-
pany for this commodity during the whole period, it
furnishes some reason for believing that large orders are
beginning to play a larger part in the distribution of
this commodity, as we sce to be the case in some of the
vegetables discussed above. Such a conclusion must be
drawn, however, with a recognition of the fact that this
is the experience of a single year. In considering the
preceding statements one should turn to the charts on
pages 114-115, 126-127, and 132-133 to notice similari-
ties and differences suggested. For both corn and peas
1915 and 1920 were, as here, years with a large number
of small orders.

5. CHERRIES

The data secured on cherries cover the same period as
that covered by the berries record—the seventeen years
from 1911 to 1927, inclusive.

Orders for cherries have passed through a cyclical
movement similar to that observed in orders for berries.
(See chart on page 155.) But this evidence, furnished
by Company 42, which alone reported for this com-
modity, indicates that there has been a marked difference
during the period since 1923, which is to be accounted
for by rapid relative increase in orders for one hundred
cases and above. The smallest type of orders dominated
the trade in this product from 1911 to 1915, these orders
being 72.5 per cent of all orders received in 1915. Their
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decline in frequency was rapid until 1920, but in that
vear and in 1921 they were again important. Then came
a drop, followed by a sharp increase in 1927. Except
for 1927 one would undoubtedly draw the conclusion
that small orders were on the decline rather than on
the increase in this product. The movement for larger
orders, however, has been under way. .\s a percentage
of the number of orders, it is noticeable in all of the
classes of orders for one hundred cases or more, and
as a pereentage of volume it is outstanding in orders
ranging from half a car to five thousand cases. In 1926,
for the first time in the history of the company as re-
corded, an order for five thousand cases or more was
received. .\s in the case of berries, this may well be an
omen of a new type of order in the canned cherries trade.

E. Sizes of Orders for Canned Salmon

Reports on the sizes of orders for canned salmon were
received from only two companies, and these companies
with somewhat different characteristies. The first, Com-
pany 43, is a very large packer of salmon whose informa-
tion covered the vears 1919-1927, inclusive. The other,
(C'ompany 44, appears to be a smaller concern, the ree-
ords of which run from 1924 through 1927. The larger
packer sent figures only for orders ranging in size from
a half carload up; data for smaller units not being avail-
able. (See chart on page 157.) Such changes in the
sizes of shipments as appear, therefore, are probably
not significant. The changes in the sizes of orders re-
ported are shown herewith. In both cases because the
years are so similar, and in the second case because the
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period is short, it has not seemed worth while to translate
the data into proportions of volume. In the casc of Com-
pany 43 the comparative uniformity of these percent-
ages can hardly be taken as reflecting business conditions

Sizes or Onrvers ror CANNED SALMON

(Number of orders represented by each size group—in number
of cases—each year, as percentages of respective
yearly totals)
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as the shipments, because of the integrated character of
this concern, are largely intra-company.

The distribution of orders for the second company is
undoubtedly more indicative of buying practices of dis-
tributers. This record for the four vears which the data
cover appears in the chart on this page. The increase
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in orders for less than fifty cases, and the increase in
1927 of orders for fifty cases to half a car, together with
the decline in orders for one-half car to a car, are all
apparent. This packer has not been losing orders for a
carload to five thousand cases. Such orders are much
higher than in 1924 and show no signiticant decline for
any of the last three years. Although the period involved
is brief, it may be worth while noting that this last fact
is rather in line with conclusions reached for the largest
types of orders when studying canned vegetables.



CHHAPTER IX

COMPARATIVE SIZE OF ORDERS (Continued)

The study of comparative size of orders is continued
in this chapter with samples from a rather wide variety
of industries and trades. The samples have not been
grouped together, as was done in the first section of
the preceding chapter, nor has any trade been given the
extensive study allowed the canning industry. The
chapter, rather, furnishes a somewhat specific picture
of the changes in the size of orders in a number of
businesses where there has been some discussion of the
small order problem.

I. THE SIZES OF ORDERS OUT OF WAREHOUSES

Tn this section we shall consider the sizes of orders
shipped out of that interesting institution known as the
merchandise warehouse. Of all types of warchouses®
the merchandise warehouse is least known to the layman.
It is necessary to outline briefly its significance in the
marketing scheme. These warehouses, existing in all
larger citics, are repositories where many manufacturers

* The Department of Commerce classifies warehouses as follows:
merchandise, household goods and storage, bonded warehouses,
special commodity warehouses, cold storage, and field warehouses.

Department of Commerce Bulletin, “ The Merchandise Ware-
house in Distribution.”

159
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hold goods in store between the time of form production
and the time of sale to other manufacturers, or to whole-
salers, jobbers, or retailers. They are also used to a
considerable extent by wholesalers and large retailers to
house reserve purchases. The general merchandise ware-
house is essentially  a service link ” utilized by buyers
or sellers because they find purchase of storage space a
more economical or effective part of their scheme of
buying and selling than a warchouse operated by them-
selves.

The merchandise warchouse is a business enterprise
privately operated for profit. Tts work cannot be ap-
preciated without realizing fully that besides storing
goods it is a distributor of merchandise, ready to act as
the agent of its clients in receiving orders and shipping
goods by rail or truck to any point directed. To perform
his work effectively, the warchouseman must, therefore,
not only provide safe storage, insurance, the conditions
required by the physical properties of the goods left in
his charge, and warehouse reeeipts which can be used as
collateral, but facilities for opening packages, re-mark-
ing, re-wrapping, re-directing, delivering, recording, and
at times billing for his customers. More commonly such
actions are taken upon an order from the client of the
warehouse, but it has now become not unusual for a
warchouseman to provide oftice space for the representa-
tives of his elients, the warchouse thus becoming an
office of the enstomer. ““ The warehonse,” as one promi-
nent warchouseman putsit, * does practically evervthing
exeept sell goods for the manufacturer.”
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There has been a growing complaint among warehouse-
men that they are being asked to make “ an excess num-
ber of deliveries.” Mr. W. V. Little, Executive Secre-
tary of the American Warehousemen’s Association, says:

The warehouseman is being called upon to make deliveries
in increasingly small lots from stocks that are carried with
him by manufacturers, making the unit cost to the warehouse-
man much greater than heretofore.!

A prominent warehouseman, following a study of the
size of his deliveries, stated:

In making an investigation I find that our average number
of deliveries per carlond has greatly increased in the past
few years. For example, on a washing powder account where
we formerly delivered in 50, 70, or 100 case lots I found our
present average deliveries to be about 15 cases!

Such statements and the important place of the mer-
chandise warchouse in distribution make significant a
sample of the change in the size of orders shipped out.

What has actually been happening to the size of ware-
house deliveries? Iigures were secured from the tallies
and orders of two of the three warehouses of Griswold
and Walker. Inc., Chicago." The data cover all of the
outgoing shipments from these two warchouses for the
vears 1919 to 1927, inclusive. Figures were taken for
proprictary medicines, which include such items as Sal
Iepatica, Nuxated Tron, Calotabs, S.S.S., Milk of
Magnesia, and Syrup of Figs: for canned fish, including

*In a letter to the author, dated October 21. 1927.
*D. S. Adams in a letter to the author dated March 7, 1928.
‘In connection with these data I am indebted to Professor
E. A. Duddy, through whose courtesy a contact was made with
the company in question, and to Mr. E. E. Ferebee, who took off
the figures from the records of the company.
12
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canned salmon, tuna fish, codfish, and shrimp; for canned
vegetables, including canned corn, peas, beans, tomatoes,
spinach, and sweet potatoes; and for canned fruit, in-
cluding peaches, pears, apricots, plums, apples, pine-
apples, and certain preserves and marmalades.

In dealing with commodity classes so inclusive as
these, and with an institution which handles goods for
s0 many customers and delivers to so many buyers as
does the merchandise warehouse, many things must be
considered in examining the figures. For example, if a
merchandise warchouse having a set of clients who had
been in the practice of selling to wholesalers lost these
clients and obtained others whose goods were sold to
retailers, we might expect a decrease in the size of orders
as a result. Obviously the opposite sitnation might
equally easily obtain. So, also, a change in the amount
of one type of article stored might make a change. The
more commonly used medicines, for example, are ordi-
narily shipped out in larger orders than the less popular
ones.

The sizes of orders for the various types of commodi-
ties considered have been classified in cach case in a
manner which seems appropriate to the goods in ques-
tion, and the percentage of the total number of “ orders
out ”’ of various sizes arc shown for the period of years
1919 to 1927, inclusive. ("anned vegetables will be dis-
cussed first.

The proportion of small orders for canned vegelables
out of warehouses has increased. (Sec chart on pages
162-163.) While the chart classifics orders into ten
groups, with all of which warehousemen are concerned,
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what has been happening to orders of the smaller sizes
may be emphasized by considering as one group the
smallest three classes. This puts together all orders for
less than 300 pounds. The percentage which such orders
are of the total number in each year is as follows:

1919............ 71 1924............ 139
1920............ 45 1925............ 31.2
1921............ 6.5 1926............ 318
1922............ 138 1927............ 17.2
1923............ 106

It will be scen at once that 1926 shows the highest per-
centage, as 31.8 per cent of the orders fall in that class
in that year. The yecar 1925 ranks next with 31.2 per
cent, followed by 1927, with 17.2 per cent. A rather
sharp change seems to occur between 1921 and 1922,
when there is a jump from 6.5 per cent to 13.8 per cent.
The warchouseman handling a large volume of canned
vegetables seems to have real occasion for complaint con-
cerning the increased number of small orders when we
notice that for the years 1925, 1926, and 1927 an aver-
age of 26.7 per cent of his shipments of this commodity
have been in lots of less than 300 pounds, while in the
vears 1919, 1920, and 1921 an average of only 6.0 per
cent of his deliveries were in orders of that size.

It is obvious that the number of orders for less than
100 pounds increased in relation to the total rather
markedly in 1925, 1926, and 1927, and that orders in
the 100 to 200-pound group increased even more sharply,
especially in 1925 and 1926. This latter group of orders,
however, shows a sharp decline in 1927. The next
higher class, orders for more than 200 but less than 300
pounds, shows a trend towards increase in number for
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the period. The same can hardly be said for those of
300 but less than 500 pounds, which seem to be running
rather uniformly. Orders weighing 500 pounds or more
show a definite decline, especially those from 500 to
1,000 pounds. The orders for more than 1,000 but less
than 2,000 pounds show some tendency to be going down
in numbers, but the tendency is not strongly marked. In
examining the chart on pp. 162-163, onc gains definitely
the impression that orders for over 2,000 pounds are
tending to decrease as a proportion of the total, although
there is considerable variation from year to year. As the
larger classes are reached the number of orders involved
is too small to make conclusions very satisfactory.
Orders for canned fish out of warehouses may also be
a matter of concern to warehousemen. In the chart on
pp- 162-163 one sees quickly what a marked increase oc-
curred in 1925, 1926, and 1927, compared with previous
years, in orders of less than 100 ponnds. There was a
rise in 1923 and 1925, particularly, in orders of 100
and less than 200 pounds. In the orders in the 200 to
300-pound group a sharp advance took place in 1922
which was maintained, with some inereases, to 1927 with
the exception of the year 1926. Orders in the 300-pound
group, since 1921, appear to be definitely declining as a
proportion of the total, as do those in the class 500 to
1,000 pounds. On the other hand, the orders, ranging in
size from 1,000 to 2,000 pounds, appear to be increasing
as a proportion of the total, while the evidence concern-
ing orders of larger sizes seems to indicate that they are
declining as a proportion of the total. The number of
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orders involved in the upper classes is too small to make
conclusions very safe.

In handling this commodity the warehouseman again
has some justice in his complaint that small orders are
increasing. During the first three years of the period
under consideration only 6.3 per cent of the orders deliv-
ered out were under 300 pounds in weight. An average
of the last three yecars shows that 21.6 per cent of the
orders handled were in that class.

Orders for canned fruits out of warehouses show ten-
dencies similar to those described above. (See chart on
pp. 162-163.) The proportion of all orders below 500
pounds, excepting possibly those in the 200 to 300-
pound group, tends to increase. Those in the 500 to
1,000-pound class pass through a sort of double cycle
ending, in 1927, more than three times as large a part
of the total as they were in 1919, but only a little more
than half what they were in 1922, 1923, or 1924. The
general tendeney for orders of 1,000 pounds or more to
fade out is quite evident, though the ups and downs of
the movement are worth noting. As in the preceding
cases, conclusions must be drawn less certainly as we
pass into the larger classes and the data become more
sparse.

For canned fruits ordered out of warehouses, how-
ever, as for canned vegetables and fish, the figures bear
out the warehouseman’s complaint. Lumping together
all orders for less than 300 pounds reccived in the years
1919, 1920, and 1921, and doing the same for the years
1925, 1926, and 1927, we find that a yearly average of
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only 9.9 per cent of all orders were under 300 pounds in
the first period, while an average of 26.9 per cent were in
that group in the later period.

Shipments of proprietary medicines out of ware-
houses show markedly different tendencies from those of
canned foods. (See chart on pages 162-163.) It is evi-
dent that there has been less increase in the proportion of
smaller orders for this commodity. Orders under 50
pounds,” with a single.exception, are a considerably
smaller percentage of the total in each of the years 1925,
1926, and 1927 than in any of the years 1919, 1920, or
1921. For the same comparison no exception is needed
for orders between 50 and 100 pounds, and this state-
ment is strikingly true for orders of 100 but under
200 pounds. In this class such * small orders” are less
than half as frequent on the average during the last three
years as they are in the first three. T’utting together all
orders under 200 pounds, we find that while about half
of the orders for proprietary medicines out of ware-
houses fall in this class during 1919, 1920, and 1921,
less than a third of the orders may be so grouped for
1925, 1926, and 1927. The average of the percentages
for the two periods are 54.1 and 31.9, respectively.

The classes of 300 pounds and over show many
small variations but on the whole are marked by their
uniformity. The group of orders from 1,000 to 2,000
pounds is the only exception. Here the size of the bars

*The distribution of proprietary medicines made necessary a
class ef(tl)r‘ordem of smaller size than any used in connection with
cann
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in the chart suggests that an increase in the percentage
of orders of this size has been scored and maintained.

Summarizing: The orders out of warehouses indicate
that sweeping generalizations as to changes in the size
of such orders are risky. For canned foods all of the
evidence is one way though in somewhat varying degree.
Without doubt, however, a larger proportion of the
orders for such commodities out of warehouses are
“ small orders.” The single piece of evidence available,
however, for another commodity shows a somewhat con-
trary tendency in small orders and a decided lack of
change for orders of the larger sizes.

Individual warehousemen or their associations could,
with profit, conduct investigations to determine the lines
in which orders are growing smaller and those in which
an opposite tendency or no tendency is discernible. If
the warchouseman is bearing added handling costs (see
pages 390-393), he is justified in charges which cover
them. Dut such charges cannot, with justice, be applied
promisenously. They should be applied to the goods from
which the new cost incidence arises. This is a proper
field for trade association study.

II. VARYING SIZES OF ORDERS RECEIVED BY
WHOLESALE GROCERS
The wholesale grocery trade is one in which com-
plaints concerning the declining size of orders are heard
very frequently. Yet accurate information on the matter
is extremely difficult to obtain. The number and detail
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of wholesale grocery orders appear to act as forces
preventing cither files or records being kept for any
extended period. There has been secured, however, data
showing the distribution of orders and changes in the
average size of orders of scveral companies, representing
various parts of the United States and for various
periods of years, and material making it possible to com-
pare the average size of orders received by 25 concerns
in 1922 with the average of the same concerns in 1927,

The figures of six companies will be examined first.
The chart on page 171 shows graphically the changes
in the relative frequency of orders of cight different
sizes as they have been received by these grocers over
the periods of years indicated.’

An examination of the chart shows that small orders
have become relalively more common and large orders
relatively less common during the past few years, bul
that changes have been by no means universal. The
Delaware wholesaler and the Missouri wholesaler may
be discussed together, as they have had very similar expe-
riences. The record of each shows an increase in the
proportion ot small orders and a deerease in the propor-
tion of large ones. Orders under $5 became materially

* This material was obtained directly from officers of the com-
panies concerned or from their books, excepting in the case of
the Tennessee grocer, in which the data were obtained through
the courtesy of Mr. J. W. Millard of the Department of Com-
merce. In each case it is based on a sample, as follows: for the
concerng in Pennsylvania, Delaware, Missouri, and Wisconsin,
a record of orders for the month of March for the years indicated ;
for the New York concern, the month of September for the years
indicated; for the Tennessce grocer, one week in September for
the years indicated. The Missouri, Pennsylvania, and New York

grocers correspond to wholesalers A, B, and D, respectively, whose
sales records are shown in the chart on p. 334.
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more common, especially for the Missouri wholesaler,
from 1926 to 1927. Orders of from $5 to $10 also ad-
vanced in frequency for both of these grocers, and orders
from $10 to $15 in each case show only 1 per cent of
change. All orders for $135 or more became less fre-
quent relatively for both of these concerns in 1927 than
they had been in 1926.

The records of the Wisconsin and New York grocers
are interestingly different.” These two companies are
alike in showing comparatively little change for the two
years considered, and both are different from the two
companies considered above in that the smaller orders
have shown no tendency to increase as a percentage of
the total—indeed, the tendency has been rather the
other way—while orders in the groups above $50, with
one exception, show an increase in comparative fre-
quency.

The Pennsylvania grocer furnishes in some ways the
best evidence of what is happening inasmuch as the ree-
ord covers a series of six years, from 1923 to 1928, in-
clusive. The graphic representation shows very vividly
the increased proportion of orders under $5 and from
$5 to $10 as contrasted with the downward trend in
relative frequency of orders for $10 or more. The chart
is interesting in that while the movement has not been
extreme in any case it indicates that there has been a
fairly continuous tendency of the sort described. The
year 1928, however, seems to have marked something of
a change in this company’s business. Orders of the

"It should be noted that the Wisconsin figures are for 1927 and
1928 rather than 1926 and 1927.
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smallest type are less relatively common, and those of
$25 to $50 and those of $100 or more show a slight
comparative increase.

The record of the Tennessee grocer is less uniform
than that of the Pennsylvanian just discussed, although
the general conclusions reached above are supported so
far as the two smaller types of orders and the three
larger types are concerned. This is especially true if we
look only at the city sales of the Tennessee grocer. In
that part of the chart where city and country sales are
combined there scems to be no general upward trend of
small orders until we reach the $10 to $15 orders. The
middle groups have maintained a decided uniformity
when both city and country sales are considered; the
larger groups have shown a slight tendency to decline.

One interesting difference between city and country
sales should be noticed. Orders in all three of the groups
under $15 are less relatively frequent in country sales.
The difference is particularly noticeable in orders under
$5. All clases of orders above $15 are more frequent
relatively in country sales. Country merchants are still
giving this Tennessee grocer 7.4 per cent of their orders
in sizes of $100 or more, while city buyers are sending
in only 1.6 per cent of their orders in this size.

It is worth while for any one particularly interested in
the changes in the size of grocery orders to compare,
especially for the two companies with long histories, the
percentage of orders in each size for the first year and
the last year shown. When this is done, one is struck
with the comparatively small changes which have taken
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place, but at the same time with the fact that there have
been changes pretty consistently moving a larger pro-
portion of the orders towards the small size of order
groups. What has occurred has been a general move-
ment towards smaller orders rather than a decided shift
out of any one tvpe of orders and into any other one
type.

Some additional light on changes in the size of orders
received by wholesale grocers can be had by noting the
average size of order over a series of years. The table
CHANGES IN AVERAGE SIZE OF WHOLESALE GROCERY ORDERS

1921-1927

(Average in dollars for each of six companies)

Y Com- | Com- | Com- | Com- | Com- | Com-
ear pany 1| pany 2| pany 3| pany 4| pany 5| pany 6
1921........... 33.99 ..

1922........... A e S . 33.69 | 22.30
1923........... - C - 25.41 | 34.20 | 25.70
1924........... . - o 24.89 | 35.85 | 29.20
1925........... . S 18.77 | 2298 | 38.32 | 30.00
1926........... 17.17 | 16.38 | 18.10 | 22.04 | 37.78 | 28.90
1927........... 17.57 | 15.47 | 19.26 | 20.91 | 35.81 | 28.00

The period covered by Companies 1 and 2 is too brief
to make the record of much significance, although it is
worth while to notice that while the average size for one
company has increased, that for the second has declined.
Company 3 shows a slight increase in average size of

*Data were obtained directly from officers of the companies.
Companies 1, 4, and 5 correspond to the Delaware, Pennsylvania
and New York grocers, respectively, whose orders are discussed
on pp. 170-174. Companies 3, 4, and 5 correspond to whole-
salers C, B, and D, respectively, the deviations in whose sales
are shown in the chart on p. 334.
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order for the three-year period 1925-1927. Company
4, through a period of five years, shows a continuous
decline with a total loss of, roughly, 20 per cent. For
Company 5, for which the longest series of data is avail-
able, the period ended with an average size of order con-
siderably larger than that with which it started. It
showed an almost continuous gain from 1921 through
1925, with a decline in 1926 and 1927. The changes
through the period, however, are not great.

When one compares the experiences of these compa-
nies, especially Companies 4 and 5, he is impressed with
the different records made under supposedly similar
business conditions. The difference between the record
of Company 4 and the record of Company 5 is probably
accounted for by a difference in merchandising policy.
To a greater extent than Company 4. Company 5 sells
a recognizedly high grade, throughly branded, and ex-
tensively advertised merchandise. Its sales are made
through retailers® who consider the brand of this com-
pany as their major one, who depend upon its popularity
for sales, and who are believed to patronize this house
largely to the exclusion of others. Expeeting to continue
to buy this company’s merchandise in the future as well
as in the present, and relying upon the propriety of its
prices, they are less concerned about carrying small
stocks than are those retailers who buy from more varied
sources and with perhaps a sharper eye to immediate
price conditions. This is by no means the only case in
which there is evidence that the manufacturer or whole-

. *This company also does a fair volume of jobbing business, and
it was impossible to separate this from strictly retail sales.
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saler selling a branded and advertised product is less
influenced by the general forces conducive to hand-to-

AVERAGE S1ze oF ORbpERs RECEIVED BY 25 WHOLESALE GROCERS *
(In dollars)

Company 1922 1927 19%&{?,32“""’
) SR 26.23 29.31 Up
2 22.43 23.45 Up
3 38.54 39.32 Up
4. . 30.00 30.00 Same
5. 22.24 22.63 Up
6.............. 14.00 14.00 Same
T 33.69 35.94 Up
8. . 40.43 40.47 Up
9. ... 22.30 28.00 Up
10.............. 26.29 20.84 Down
11....... ..., 22.00 16.00 Down
12.............. 40.00 30.00 Down
13, ... 36.92 28.67 Down
) L 25.00 20.00 Down
15.. .. ... ... 25.00 17.00 Down
16.............. 30.00 24.00 Down
17, 25.00 20.00 Down
18.... ..., 23.50 18.25 Down
19.............. 29.50 24.00 Down
20, ... 28.58 26.19 Down
20 ... 27.73 21.46 Down
22 .. 27.37 19.00 Down
23. .. 75.00 40.00 Down
24, 19.29 27.30 Up
25. 100.00 90.00 Down
All companies. . . . 32.44 28.23 8 Up; 15 Down;
2 Unchanged

* This table was compiled from data obtained through the courtesy
of the National Wholesale Grocers’ Association and the Metropolitan
Life Insurance Company. It is believed not to include any of the
companies heretofore discussed.
mouth buying than are others. (Sec pages 48-50.)
Also it has been the policy of this wholesaler to reduce
the number of lines and to push the more profitable
lines.
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Company 6 has had an experience similar to that of
Company 5; that is, size of orders increased each year
from 1922 to 1925 and declined slightly in 1926 and
1927. This company has been reducing the number of
brands carried in a single line.

A comparison of the average size of orders received
by 25 wholesale grocers in the two years 1922 and 1927
shows that the size of orders has declined. The average
size of order for all companies declined from $32.44 in
1922 to $28.23 in 1927. The average, however, conceals
the fact that by no means all the companies registered a
decline in average size of orders. Of 25 companies re-
porting, 8 reported an increase and 15 a decrease. Two
companies recorded no change.

III. IN THE WHOLESALE DRUG TRADE

The small size of orders has been a problem of the
wholesale drug trade for some years. In this business,
indeed, orders are often of a size which make the term
wholesale seem inappropriate if not somewhat ludicrous.
The ¢ twelfth-of-a-dozen ” order for a proprietary medi-
cine is by no means new, and the order for a sixth of a
dozen, a quarter of a dozen, and a half a dozen has been
frequent.”

But to what extent, if at all, have the smaller types of
orders become a greater part of the total orders of whole-
sale druggists in the period since 19207 While many

* It is estimated that 55 per cent of the wholesale drug trade
is in proprietary goods: that is, thosc articles which certain
individuals have the exclusive nght to manufacture and scll.

13



178 HAND-TO-MOUTH BUYING

comments have been made by wholesalers to the effect
that small orders are on the increase and that they are
a menace to the trade, quantitative evidence was dif-
ficult to secure. Information was obtained, however,
which vividly contrasts the size of orders received for
proprietaries in 1920 by a large Middle Western drug
wholesaler with those received by the same company in
1925. The data cover both city and country sales.
Orders for small quantities of proprietaries have
greatly increased in relative frequency; the reverse 1s
true for larger orders. The facts on this matter are so
clearly shown on page 181 " and in the chart on page 179
that therc is no need to discuss them at length. If we
look at the city sales, it will be seen at once that in each
type of unit—10 cent unit, 25 cent unit, 50 cent unit,

171t is particularly desirable in a business which handles thou-
sands of items, as does the wholesale drug trade, that the size of
orders be considered in some physical, rather than monetary, term.
There are few lines of merchandising in which costs of handling
vary so completely with the variety of items ordered. An eight
dollar order, for example, may be for an original shipping case
containing one dozen units. Another eight dollar order may ecall
for two dozen items, one-twelfth dozen of each different item. In
the latter case each one-twelfth dozen would require for ship-
ment the performance of eight or nine operations, such as
scanning, checking, picking up, ok.ing, ticketing, pricing, ex-
tending, and billing. These operations would have to be repeated
24 times on the second order, while the single shipping case
would go direct from the scanner to the full stock floor and from
there to the shipping room. Such work as pricing would be
greatly simplified, and there would be no extending whatever.
So far as relative costs of handling are concerned, it is the number
of small items on the order which the wholesale druggist regards
as serious. As one druggist states the matter: “ A business like
ours, if it must handle a very large quantity of items that are
excessively small, will have a very high operating cost. If by any
means we can increase the item quantily we shall be able to
reduce the nercentage of operating cost.” :
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and 1 dollar unit "—the orders of smaller size have
materially increased as a percentage of the total orders
received, and the orders of larger sizes have materially

Sizes or OrDERS FOR DRUG PROPRIETARIES RECEIVED BY A LARGE
Drua WHoLESALER, 1920 AND 1925
(Number of orders of each size, for the several price units, as a
percentage of total for each price unit for
indicated year)
1. CITY SALES
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decreased. In the 25 cent unit, for example, orders for
one-twelfth of a dozen increased from 3 per cent of the

" The terms “seller,” “number,” and “size” are often used
rather than unit; thus a 10 cent seller is a size of package that
retails for 10 cents. The term unit rather than size has been
used here to distinguish the concept from the size of order.
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total in 1920 to 14.5 per cent in 1925, while orders for
more than a dozen of the same unit decreased from 10
per cent to 1 per cent. The 1 dollar unit shows a marked
increase in the frequency of one-twelfth dozen orders
and a decrease in the frequency of every larger size.
Observation will show similar changes in the relative
frequency of other sizes.

Country sales by the same concern show comparable
changes in the same direction. An examination of the
percentage increases shows that changes towards smaller
orders have been more extreme in country sales than in
city sales. It appears, therefore, that while city orders
run actually smaller, those changes in communication,
transportation, and the technique and philosophy of re-
tailing which have led to diminution in the size of orders
given by drug retailers, have been more significant in
country districts than in the metropolitan area. Con-
cretely this appears to mean that those facilities of
telephone, trucks, busses, and parcel post which were
common in city trade in 1920 advanced more rapidly
for country than for city use in the five-year period
1920-1925.

Between 1920 and 1925 the increase in the proportion
of volume handled in small orders was much less than
might be expected from the increased percentage of
small orders. (See table on page 182 and chart on
same page, which may be compared with the chart on
page 179 and the table on page 181.) For both city and
country trade the wholesale druggist has been manipu-
lating a larger number of orders for the same volume of



NUMBER OF ORDERS FOR DRUG PROPRIETARIES AT WHOLESALE,
BY S1zE AND PrICE UNITS, 1920 AND 1925 *

(Number of orders of each size as percentage of total,
for each price unit)

10 CENT UNIT

City Sales Country Sales
Size of Order Percentage Percentage
1920 | 1925 | Increase or| 1920 | 1925 | Increase or
Decreasev Decrease®
Less than 1{
dozen........ ° 13.0 177 — | 4.0 -
14 dozen....... 13.0 | 23.0 6.0 | 19.0 217
Y5 dozen....... 20.0 | 24.0 20 18.0 | 22.0 22
1dozen........ 41.0 | 23.0 —44 45.0 | 49.0 9
3dozen........ 0 4.0 —865 31.0 | 16.0 —48
25 CENT UNIT
¥y dozen....... 3.0 | 14.5 383 5 4.5 800
16 dozen....... 50| 15.5 210 3.5 8.5 143
1{ dozen....... 39.0 | 49.0 26 19.0 | 37.0 95
14 dozen....... 21.0 | 13.0 —38 24.5 | 25.0 2
1dozen........ 22.0 7.0 —68 32.5 | 22.0 —32
More than 1
dozen........ 10.0 1.0 —90 2001 3.0 —85
50 CENT UNIT
Kadozen....... 13.0 | 35.0 169 2.5 12,5 400
16 dozen..... .. 14.0 | 24.0 71 9.5 | 16.5 74
1{ dozen....... 35.0 | 33.0 — 6 26.0 | 42.0 62
15 dozen... .. .. 13.0 4.5 —65 31.0| 17.0 —45
ldozen........ 12.0 3.0 —276 20.0 | 10.5 —48
More than 1
dozen........ 13.0 .5 —96 11.0 1.5 —86
$1.00 UNIT
Yedozen....... 41.0 | 65.0 58 14.0 | 35.5 164
146 dozen....... 18.0 | 17.0 — 6 18.0 | 17.5 — 3
Y{ dozen....... 24.0 | 13.0 —46 26.0 | 31.0 19
15 dozen....... 6.0 4.0 —33 21.0 9.0 —&57
1dozen........ 4.0 5 —88 120 | 6.0 —50
More than 1
dozen........ 7.0 5 —93 9.0 1.0 —89

» These figures were obtained from the records of a large Mid-
Western wholesale drug corPomtion. Data, having been read from
charts, are accurate only to 1% of 1 per cent.

b The minus sign indicates decrease. .

¢ There is reason to suppose that in 1920 there were some orders
fox"i less than }{ dozen, but that they were lumped with the }{ dozen
orders.

181
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ProporTION OF A LARGE WHoLBSALE Druccist’s BusiNess DoNg
IN ORDERS OF INDICATED SIZES
(Value of orders of indicated sizes expressed as a percentage of
total sales)

1. CITY SALES II. COUNTRY SALES

PROPORTION OF A LARGE WHOLESALE DRuUGGIST'S BusiNess DoNE
IN ORDERs OF INDICATED SizEs, 1920 AND 1925

(Value of orders of indicated sizes expressed as a percentage of total

sales)
City Sales Country Sales
Size of Order Percentage Percentage
All Price Units | 1920 |1925+| Increase or | 1920 | 1925 | Increase or
Decrease ® Decrease®
Ys dozen....... 10 | 15.4 64 5 5.0 0
lg dozen....... 12 | 14.6 22 12 80| —33
14 dozen....... 35 1260 —26 27 1199 | —81
14 dozen....... 20 15.9 —21 15 17. 13
1dozen........ 16 19.0 19 26 | 30.5 17
More than 1
dozen........ 7 8.1 16 15 19.6 31

1925 percentages do not total exactly 100 because of discrepan-
cies in data.
b Minus sign indicates decrease.

business. The disparity between the increased percent-
age of small orders and the business done in them is less
striking in city trade than in country business. In coun-
try sales small orders in no case represent a larger part
of the volume in 1925 than in 1920,
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Orders of one dozen or more, though declining in
relative frequency in both city and country, represent in
both cases an increased percentage of the business done.

Country trade s still a comparatively “ large order”
trade. While it has nothing to do with changes in the
sizes of orders, some readers may be interested in the
comparative size of orders in city and country trade in
a single year—1925. These are accordingly set out in
the table on this page. It will be seen that city buyers

CoMPARATIVE S1zE OF ORDERS RECEIVED BY A LARGE WHOLESALE
DruaaisT FrRoM CiTy AND COUNTRY, 1925

Value of orders of indicated sizes for indicated price units, expressed
as a percentage of total sales of respective price units)

I. CITY SALES

. M

Price | % | % | % | % | Dogen| than | Total

Unit | Dozen | Dozen | Dozen | Dozen 1 Dozen
10 cent o o 16.0 23.0 37.0 20.0 96.0*
25 cent 4.0 19.0 29.0 19.0 20.0 9.0 100.0
50 cent 15.0 20.0 39.0 12.0 12.0 2.0 100.0
1 dollar | 42.5 19.5 21.0 9.0 6.0 2.0 | 100.0

II. COUNTRY SALES

10 cent — — 6.5 10.5 35.0 48.0 | 100.0
25 cent 1.0 2.0 18.0 22.5 38.5 18.0 | 100.0
50 cent 3.5 17.5 24.0 20.0 26.0 9.0 | 100.0
1 dollar | 15.5 12.5 31.0 15.0 22.5 3.5 | 100.0

* Failure to total 100 per cent is caused by discrepancies in data.

take a much larger part of their volume in small orders
than do country buyers—this in spite of the forces tend-
ing to urbanize rural areas.

IV. RECEIVED BY TEXTILE MILLS

In 1926 the Harvard Bureau of Business Research
included in a survey of textiles distribution a study of
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the size of orders received by three cotton mills and one
selling agent for the period 1921 to 1925, inclusive.”
The Bureau found a definite decline in the size of orders
for the period, the arithmetic average in 1925 proving to
be 44 per cent smaller than the average in 1921 and the
median order in 1925 being 45 per cent smaller than
the median order in 1921. The changes found are set
forth in the table on this page.

ORDERS RECEIVED BY MiLLs—By YEARS ®

Size and Number of Orders Reccived by 3 Cotton Mills and 1 Selling
Agent from Sample of All Types of Customers for All Classes
of Products, 1921-1925

Quotal . | Total |AverngeSize| Median

Year of Orders Number | (Arithmetic, Size (in
(in linear of in linear linear
yards) Orders vards) yards)
1921........ 83,060,613 2,451 33,888 8,000
1922........ 57,578,020 | 2136 26,956 5,400
1923........ 73,078,711 2,316 31,554 6,000
1924 ....... 55,943,537 2,735 20,455 4,300
1925 (9 mos.)] 45,082,035 2,383 18,918 4,400
Total. . ...| 314,742,916 | 12,021 26,183 6,000

* Taken from Bulletin No. 56 of the Bureau, p. 163.

In commenting on this table, the Bureau points out
that the average size of order varied directly with the
aggregate quantities of goods purchased, excepting in the
year 1925. The year 1925 exhibits in this respect a
tendency contrary to that shown in the other years
studied.

 Harvard Bureau of Business Research, Distribution of Textiles,
Bulletin No. 56.
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The chart on this page shows graphically the distri-
bution of orders under 10,000 yards, according to size,
for the five years studied by the Bureau.* A study of
this chart shows at once that there was a great increase
in the proportion of orders of small size in 1925 as com-
pared with 1921. The sharpest increase in the ratio of
such orders to the total occurred between 1921 and 1922.

The trend towards the 1925 situation was not a uni-
form one; indeed, a study of the records in 1923 might

INCREASING PRroPORTION OF SMALL OrbErRs For CoTroN PIECE
Goops Receivenr By TeExTie MiLs, 1921-1925°

(Number of orders in indicated size groups expressed as a percen-
tage of the total number of orders of all sizes)
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* For data sce Harvard Bureau of Business Research, Distribu-
tion of Textiles, 1926, p. 170.

PER CENT

have led to the conclusion that the situation was defi-
nitely on the mend.

An examination of orders by types of purchasers led
the investigators to the conclusion that, while the size of
orders from wholesalers showed a downward trend, such
orders showed “less variation in size than did orders

¥ The data for this chart are taken from the Bureau’s publica-
tion, Distribution of Textiles, p. 170. A similar distribution ap-
pears on p. 168 of the same publication, but the years 1922 and
1923 are omitted. It seems worth while to include them here
ag the distribution, particularly in 1923, shows some variance to
the trend suggested ﬁy examining only 1921, 1924, and 1925.
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from cutters up and mail order firms,” and that “ the
size of direct orders placed by department stores appar-
ently varied more widely during the five years following
1920 than those from wholesalers, cutters up, or mail
order firms.”

While the Harvard study presents no evidence beyond
1925, there is reason to believe that small orders have
not ceased to be a problem in the industry. A statement
of Walter D. Hines, President of the Cotton-Textile
Institute, on June 1, 1928, declares:

I may say that it is the general belief of the Institution’s
staff that hand-to-mouth buying conditions as described in
the bulletin, Distribution of Textiles, have been continuing
since that time.”

This statement is supported by letters from mill own-
ers and managers in 1928 which include such comments
as: “T should say that the tendency towards small or-
ders is, if anything, more aggravated than at the time
the study was made,” and ““ Lots have become smaller as
time goes on.”” Such statements however, when unsup-
ported by quantitative data, must always be regarded
with some scepticism.

V. RECEIVED BY SHOE MANUFACTURING
COMPANIES
Data have been obtained from two of the largest shoe
manufacturers in the United States. Both of these are
companies with enormous sales, and their experience
reflects the buying attitude of the retailers very widely
scattered over the country.

** Ibid., Conclusion 4, p. 188.
*In a personal letter to the author.
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The first of these two companies™ reports a decrease
in the size of orders but believes there are certain modi-
fying conditions which should be taken into account.
This company hesitated to give data of a statistical char-
acter on size of orders, expressing the belief that new
conditions in the shoe trade, or at least in its own trade,
which might account for such changes would lead
to their misinterpretation. It reported, however, as
follows:

Comparing our record of the number of invoices issued in
1922 with 1927 indicates an increase of approximately 31 per
cent ™ in the number of invoices for a given quantity of goods,
but we are quite sure that it is altogether wrong to draw the
conclusion from this figure that there were 31 per cent more

orders received for a given quantity of goods in 1927 than
in 1922,

There are so many conditions with reference to stocks on
hand and the necessity for issuing back orders—new styles
adopted and separate orders taken for these styles because
they will not be ready for delivery until a somewhat later date,
etc.—that we are somewhat loath to give you these figures.

The reader must make his own interpretation of this
statement. But the conditions referred to are exactly
those which are complained of by shoe manufacturers
and are important among those which are alleged to
to have been the cause of the increased number of orders
for a given quantity of goods. It seems therefore reason-
able to conclude that this company’s statement not only

** This is Shoe Company A, the same company from which were
secured the figures on advance bookings, discussed on pp. 36-45.

* Judging from the trade comment the hand-to-mouth period
was well under way by 1922. This statement is, therefore, the

more striking. It is unfortunate, however, that no precise data
on the period 1916 to 1919 could be obtained.
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justifies the belief that its average order is smaller, but
that the decrease in the size of the order has been due to
those forces to which decrease in the size of orders are
very commonly ascribed.

The records of a second lurge shoe company show defi-
nitely a decrease in the average size of the order received
during the years 1923 to 1927." These facts are shown
clearly by an examination of the table below, which

Si1ze oF ORDERS FOR SHOEs, CoMpPANY B

(Average number of dozen pair per order for indicated periods)

Period 1923 | 1924 | 1925 | 1926 | 1027 | 1928
—_— ————
January.......... 4.4 34 2.7 3.1 2.5 2.6
February......... 4.4 3.7 4.3 3.5 3.5 3.2
March........... 3.6 3.7 3.5 2.8 3.2 2.7
18t Quarter. . . .. 4.1 3.6 3.5 3.1 3.1 2.8
April. ............ 2.6 2.7 2.4 2.2 2.2 2.0
May............. 2.5 2.6 2.1 2.2 2.2 2.0
June............. 3.7 2.4 2.0 1.8 2.1 1.8
2nd Quarter. . ... 3.1 2.6 2.2 2.1 2.2 1.9
1st Half........ 3.5 3.0 2.6 2.5 2.5 2.3
July.............. 3.4 2.6 2.4 2.5 2.4 ..
August. . ......... 38 | 36 | 32 | 33 | 34
September. . ...... 3.8 2.9 2.8 2.7 2.6
3rd Quarter. .. .. 3.7 30| 28 2.8 2.8
QOctober........... 3.4 2.2 2.3 2.2 2.0
November. . ...... 2.7 1.9 2.4 1.8 1.9
December......... 2.8 2.6 1.9 1.6 1.6
4th Quarter. .. .. 3.3 2.1 2.3 1.9 1.9
2nd Half........ 3.3 2.4 2.4 2.3 2.3
Year......... 3.42 2.85 2.67 2.48 2.41

sets out the average number of dozens per order for
each month for the years 1923 through the first half
of 1928, inclusive. In every month of 1927 the average

®This company will be referred to in this section as Shoe
Company B.
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order received is smaller than the average order received
in corresponding months in 1923. The average size of
order received in 1923 is 3.42 dozen pairs and in
1927 is 2.41.

The decline in the average size of order was some-
what greater in the period 1923-1925 than in the period
1925-1927. This is shown not only by the averages for
the year but by the fact that if we take the first of
these two periods and compare the average size of order
received in cach month of the years 1924 and 1925 with
the corresponding months for the preceding years re-
spectively, we find 18 instances out of the 24 possibili-
ties in which a decrecase in the average size of order is
shown. There are six instances of increase. Comparing
cach month of the yvears 1926 and 1927 with the corre-
sponding months, respectively, for the vears 1925 and
1926, we find eight cases in the two vears in which the
average size of order received has increased over the
average size for the corresponding month in the preced-
ing year, and four cases in which there was no change,
thus leaving only twelve instances in which there was a
decline. The period of sharpest decline corresponds
exactly with the period of greatest smoothing out of the
flow of goods for this company, which indicates that
small orders and stable flow are concomitant phenomena.
The same period shows the greatest smoothing out of
flow in the shipments of Shoe Company A.”

® Data on monthly shipments sccured from both of these com-
panies made it possible to compare for the years considered the
changes in seasonal movement. The method used is the same as
that deseribed on page 280.
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Such conclusions drawn from the data do not agree
wholly with the observation of one officer of this concern,
who stated that it was the feeling of the company that
“from the beginning of 1925 hand-to-mouth buying
began to make itself felt, and it reached its worst stage
during the last six months of 1926 and then gradually
improved.” A scrutiny of the figures leads rather to the
conclusion that it was at its worst, so far as most marked
decline was concerned, between 1923 and 1924. Decline
in size of orders continued, even though less rapidly,
through all the vears studied and, so far as data for
1928 are available, was still in progress.

VI. SIZE OF ORDERS IN FRESH MEAT SALES

Although the methods of distributing fresh meat are
probably familiar in a general way to many readers, a
brief description of those methods may be helpful in
understanding order changes. By the large packers two
principal schemes are employed. The first involves ship-
ment from their packing plants to their branch houses,
located in cities of such size and character as they
believe will justify their establishment, and sales from
these branch houses to the various retail outlets—hotels,
restaurants, institutions, and, chiefly, retail meat mar-
kets or stores. The branch house, which is thus the key to
the system, is a combination of cold storage warehouse,
sales force, and accounting office. Owned by the packer,
it serves him as a wholesale agency.

The second principal method of distribution by the
large packers is through their car routes. A car route
consists of a series of customers located in towns along
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a railway line, who, it is believed, can be reached more
advantageously by direct freight shipment than by truck
delivery from branch houses. A salesman assigned to
one of these car routes takes orders from the customers
and transmits the orders to the central office at which
a refrigerator car is loaded accordingly with the orders
placed by the car route customers.

Fresh meat, being a highly perishable product, must
be moved and stored under refrigeration except only
when short distances or periods are involved. Tt is cooled
by artificial means after slaughter, is kept iced during
freight transit, is iced at branch houses, and is kept in
refrigerators or refrigerator counters in retail stores.
The expense involved ™ in such care is one of the prin-
cipal forces tending always to keep stocks of fresh
meats low as they flow through the marketing process.”

Moving as these goods do, always under the pressure
of risk from deterioration and consequent high costs
for protection, one might assume that retailers would
long ago have learned to order in the smallest possible
units, and that an examination of the facts would show
no change in the size of retailers’ orders for fresh meats.
All packers agrec that in recent years more frequent

% This should not be interpreted to mean that handling of fresh
meats is a more expensive process than that for many other
commodities. The National Distribution Conference of the United
States Chamber of Commerce reported that the operating expenses
in the wholesale branch of meat packing was 39 as compared
with 88 for lumber wholesalers, 106 for wholesale grocery com-

anies, 15.8 for wholesale drug concerns, and 194 for wholesale

ardware dealers. Swift and Company, 1928 Yearbook, p. 35. The
costs of retailing meat have been estimated at 17.3 per cent of
sales by the Harvard Bureau of Business Research.

" 8tocks of ments are discussed on pages 243, 356-357, and
changes in the flow of meats through trade on pages 306-307
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deliveries to the retailer have been required, but some
believe that this has not been caused by smaller orders.
These contend that more frequent deliveries, by bringing
the product to the consumer in a better condition, have
increased consumption, thus enabling the retailer to buy
in as large orders as before, even though more fre-
quently. The figures from one of the larger plants of a
national packer give some color to this view, as is shown
in the table below. These show the average weight per
order received at one typical plant of a national packer
for the years 1914-1927.7

Average
Year (In pounds)
1914, 219.1
1915, .. 2179
1916, ... e 2211
1017 . 2394
1918, e 237.7
1919, e 2335
1920, ... e 213.1
1921 e 186.1
1922, e 197.8
1923, . 2109
1924, . . 2103
1925, . 2012
1926. . ... o e 202.1
1927 . 202.7

The weight of evidence, however, indicates that orders
by and deliveries Lo retailers are decreasing in size. The

% These weights include all products sold by this company at
this outlet. The high average for the years 1914-1920 are, in the
words of the packer concerned, “largely due to activities in
canned goods which were discontinued in 1920. The low average
during 1921-1922 was largely due to industrial conditions.” This
packer continues: “QOur general experience indicates that in
buying packing house products the dealer buys a smaller quan-
tity of each item per order; but that he has increased the variety
of items so that the total weight varies very little,” The packer
has requested that the name of the company he not disclosed.
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table on this page is in point. Figures which show for
a period of three years the average tonnage per sales
ticket in 13 large cities scattered well over the United
States were furnished by one of the large packers.

AVERAGE S12E OF ORDER RECEIVED BY A NATIONAL MEAT PACKER

(Average number of pounds per order, in 13 cities—actual data
multiplied by an unknown constant *)

City 1925 1926 1927
Atlanta®. ................ 173 123 118
Birmingham?........... .. 173 151 146
Cleveland. .. ............. 143 117 117
Dallas.................... 113 109 99
Denver................... 134 111 103
Boston®.................. 116 110 104
Houston.................. 89 84 87
Los Angeles............. .. 78 74 70
Philadelphia®. ............ 161 153 112
Pittsburgh®............... 128 118 121
St. Louis. . ... e 105 94 84
San Antonio. . ............ 186 152 132
San Francisco............. 69 66 72

* The number in cach case has been modified to conceal the com-
pany’s actual operations. This has no effect, however, on their efficacy
in showing changes in the size of orders.

"A Great Atlantic & Pacific Tea Company warchouse is
located in this city.

A scrutiny of the table shows that in every one of the
13 cities, with the exception of San Francisco, the aver-
age size of order is lower in 1927 than in 1925. Not only
is a decline shown when comparing 1925 with 1927, but
with the exception of three out of the twelve cases where
a decline has occurred there has been a decline for 1926
as compared with 1925 and again for 1927 as compared
with 1926. In Pittsburgh and in Houston, a decline is

14
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registered for 1926 as compared to 1925, but in each
case a gain has been made in 1927. In Cleveland a drop
from 143 to 117 occurred as between the years 1925 and
1926, but the average of 117 was maintained in 1927.
The same company reported that the change in average
“ tonnage >’ per sales ticket, for the business as a whole
was, for 1925-1927, as follows:

Per cent
1926 less than 1925........................ 025
1927 less than 1926........................ 201
1927 less than 1925............... .. . ... 226

Data have also been secured from the records of a
Texas branch house of one of the large national packers.
The average weight per order delivered by this branch
has been declining, as the figures below clearly indicate.

Average
Year (In pounds)
82

The decline has been practically continuous during
the period. In 1928 the average size of order is 85 per
cent of what it was six years earlier, a decline of 15 per
cent.

There 1is some evidence that chain stores call for
smaller meat deliveries than do unit stores. The fact
that in five of the thirteen cities represented in the table
on page 193 sales are being made to the Great Atlantic
and Pacific Tea Company, which is really a purchaser in
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wholesale quantities for its retail outlets, must not mis-
lead the reader, as the packer makes store door delivery
and a separate sales ticket is made out for each such
delivery.” Of those cities having A. & P. purchasers all
show a lower average size of order in 1927 than in 1925;
and in the eight other cities, seven of the eight show a
lower average. Moreover, the percentage of decline has
been greater for the five cities where meat is sold to the
Great Atlantic and Pacific Tea Company than in the
eight other cities. The relationship is as follows:

Per cent

1925 1927 Decline
Average order, A. & P. cities..... 150 120 200
Average order, other cities....... 114 95 163

In a study issued by the Institute of American Meat
Packers * it was shown that the average size of order for
two meat packers was as follows in 1928: for Company
A, $35.00; for Company B, $32.50. The relative num-
ber of what were called small orders and the sales volume
produced by them was reported for the two companies
as follows:

CoMPANY A CoMmpraNY B
) Per Cent.  Per Cent Per Cent  Per Cent
8ize of Order of Total of Total of Total of Total
rders Volume Orders Volume
Less than $ 5... 224 19 252 23
Less than 10... 39.1 55 437 66
Less than 15... 505 96 54.7 109
Less than 50... 80.7 348 829 356

*The packer in question reports that warehouse delivery is
made in Philadelphia and Boston, but the figures do not indicate
suenﬁcantly larger deliveries in those cities.

Greer, Howard C., The Cost of Handling Small Orders and
Accounts.



196 HAND-TO-MOUTH BUYING

The forces making for smaller meat orders are found
both in trade practice and in changed habits of life. Of
the trade practices a packer says: “ Some years ago re-
tailers of meats generally bought both sides of a dressed
beef animal. With improvements in packer service and
the assurance of regular supplies, retailers found it
practicable to buy only one side of a beef at a time. Still
further improvements and the fact that retailers in some
neighborhoods found that their customers want cuts of
beef from only certain parts of animals have caused
dealers to buy their beef in quarters, or in certain whole-
sale cuts.”

The changes in the customers wants have been the
results of a variety of influences. Behind such change
in demand there is the force of many changes in Ameri-
can standards and habits of life. To our grandparents
it might have seemed strange to buy fresh pork other-
wise than by the pound (the quarter was a common unit
of sale in country districts during the winter), but to the
modern apartment-dwelling housewife there is nothing
peculiar in asking for two pork chops, and to many
such housewives the idea of purchasing a ham, or a side
of bacon would seem, and indeed might well be, pre-
posterous. If families are small, or if meals must be
cooked in small quarters and perhaps in brief hours be-
fore or after employment, menus will be planned
accordingly.

Competition, especially as it expressed itself through
a desire for service to modern housekeepers, has been

» Swift & Company, 1928 Yearbook, p. 18. A wholesale cut is
in most cases a comparatively small part of a carcass.
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another force tending to reduce the size of orders given
to meat distributors. In some cases the new types of ser-
vice have taken the form of package goods which, coming
in units appropriate to apartment living, has made it
convenient for the retail meat dealer to purchase accord-
ingly. A complementary influence has been the willing-
ness of the packers to give the dealer a more frequent
delivery service and to encourage him to improve his
own methods of meat handling and his stock turnover.
Where the salesman previously called once a week, he
has been encouraged to solicit orders more frequently, in
some cases for city trade as often as every two days.

VII. IN THE HARDWARE TRADE

The belief that orders were declining in size and that
many purchasers were buying in such small lots that
their trade was hardly worth its cost caused the Hard-
ware Council ™ to make a study of the matter, the results
of which were presented to the Council in 1926.%
Although the published returns did not contain figures
making possible an accurate comparison of the size of
orders for a series of years, it was the conclusion of those
making the study that the percentage of small orders had

" The Hardware Council is composed of four manufacturers

from the American Hardware Manufacturers’ Association, four
wholesalers, two each from the National Hardware Association
of the United States and the Southern Hardware Jobbers’ Associa-
tion, and four retailers from the National Retail Hardware Asso-
ciation. The secretaries of the several associntions are members
cz officto. It is an advisory body devoted to the study of trade
questious of common interest,
_ ™ This report, called “The Small Order Problem.” was included
in a bulletin on Trade Betterment published by the Council in
March, 1827. The report has been supplemented by correspondence
with the Secretary of the National Hardware Association.
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been increasing. There was considerable indirect evi-
dence that this conclusion was justified. Many manu-
facturers, for example, reported methods which they
were introducing to overcome what they referred to as
the tendency towards ¢ small order parcel post business.”

The chief value of the report was the evidence fur-
nished as to the size of orders current in the hardware
trade. To a question asking manufacturers whether they
received orders as small as $20 or less, and if so what
percentage of their business was done in orders of that
size, 75 replied that relatively few of the orders received
by them were for less than $20. The figures presented
by the remainder indicated that from a fraction of 1 per
cent to 75 per cent of their orders were in that class.”
Information as to the size of orders received by whole-
salers was somewhat more satisfactorily presented. The
following statements from the summary of wholesalers
reports are pertinent.

Percentage of customers’ invoices over $20.......... 35
Percentage of customers’ invoices of $20 and less... 65
Average amount of invoices over $20 .. ........... 885
Average amount of invoices of $20 and less........ $7

Data for this study were also collected from retailers
concerning their orders to wholesalers. A few excerpts
are appropriate.

Percentage of orders over $20............... 46
Percentage of orders for $20 or less.......... 54
Average amount of orders over $20.......... $55.98

Average amount of orders for $20 and less.. $6.71

Percentage of orders which came parcel post.. 287

® The total number replying to this inquiry was not stated.
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Concerning retailers’ purchases, the following com-
ments were included in the report:

Retailers’ purchases amounting to more than $20 range
from a low of $22.12 to a high of $123.18.

Two retailers ordering from two jobbers reported all their
orders to be under $20 and to average $3.94.

The smallest reported percentage of orders under $20
was 22.3.

What conclusions may be drawn concerning the
comparative size of orders during the ““ hand-to-moulh
period ’? A number of statements are needed for a
summary answer:

1. Tt is certain that the evidence does not justify the
conclusion that small orders, since 1920, have been be-
coming a larger proportion of the total in every line of
business. Not a few concerns have been experiencing
an increase in the average size of order received.

2. An increase in the relative frequency of small
orders and a decrease in the average size of order, though
by no means universal, have been occurring in many
types of American trade. There is some reason to
believe this condition to be more general in whole-
saling than in manufacturing.

3. Even where the average order in 1927 is smaller
than it was five, six, or seven years earlier, or where the
proportion of small orders has increased, the trend has
seldom been a continuous one. In manufacturing this
fact is particularly noticeable. The year 1923, in
which business generally improved, brought in many
cases large orders and a smaller proportion of small ones.
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4. In certain industries, of which food canning is out-
standing in the data studied, the proportionate increase
in the number of small orders has by no means been
accompanied by a proportionate increase in the percent-
age of business done in small orders. This suggests:

a. That in so far as a small order is secured and
handled at no less expense than a large order, an in-
crease in the percentage of small orders adds to selling
costs.”

b. That for a business in which a large dollar vol-
ume is sold in relatively few orders, even a consider-
ably increased percentage of small orders, though an-
noying, adds nothing significant to costs of marketing
expressed as a percentage of the dollar volume.

c. That for a business in which there are typically
many orders in proportion to the dollar volume of
business done, a considerable percentage increase in
the number of small orders may add significantly to
marketing costs.

5. While the period 1920-1927 has been a small order
period, it has to a striking degree in certain industries
been a large order period. In those industries, commit-
ments of a size never known before the war have become
a common post-war phenomena.

6. A considerable amount of pre-war evidenee fur-
nishes a basis for concluding that “ small orders ” were
known at certain times before 1917. There is reason to
believe, however, that small orders have been a more
serious phenomenon and a more continuous one since
1920.

* For a discussion of costs of small orders, see p. 373.



CHAPTER X
HAND-TO-MOUTH SHIPPING?

In the two preceding chapters attention has been cen-
tered on the changes which have taken place in the size
of orders for a secries of years and for various com-
modities. .\s was pointed out (see page 97), it was not
always possible in that discussion to distinguish sharply
between orders received and shipments made, although
ordinarily, where the two did not correspond, it was or-
ders as commitments that were involved. The central
theme in this chapter, however, is shipping rather than
ordering. To what extent, if at all; is it a falling off in
the size of shipments rather than of orders that fur-
nishes ground for complaint? Perhaps the current
phrase should read ** Hand-to-Mouth Shipping.” There
are two questions:

1. What changes, if any, have been taking place in
the size of shipments?

2. How do changes in the size of shipments gompare
with changes in the size of orders?

The study of these questions has been limited to cer-
tain data from the canning industry—data which are
not necessarily significant for other industries.

201
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I. ARE SHIPMENTS GROWING SMALLER?

Reports were secured from twelve canning companies
showing the number of shipments for various products
for a series of years and showing also the number of
cases of each of the given commodities shipped in each
of the years. From one company was also obtained the
size of each order received and the number and size of
shipments made in filling each order, for the 21 years
1907-1927. We shall first consider shipments of canned
corn.

AveraGge Size or SHIPMENTS oF CaxNep CornN, 1924-1927
(Six companies combined)
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A combination of the reports of six corn-canning com-
panies for the period 1924-1927 shows a marked decline
in the average size of shipmenls. (Sce chart on this
page.) The average shipment was 515 cases in 1925 and
399 cases in 1927, being thus 22.5 per cent smaller in
the latter year. The average size of shipment for the
six companies was, however, lower by 54 cases in 1924
than it was in 1925. The size of shipment in 1927 was
thus only 13.5 per cent lower than in 1924.'

o
2

*Data from a seventh company were added to that of i
for the period 1925-1927. It effected no significant changetil::&z
average.
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From certain of the companies just discussed records
were obtained which run well back into the pre-war pe-
riod. Because of possible cancellations of significant
differences if they are combined, these records are pre-

AVERAGE S1zE oF SHIPMENTS OF CANNED CoRN
(Three individual companies)

8 ¥ 3
sented individually. (See chart on this page.) Compa-
nies 46 and 27 have had in 1926 and 1927 a decline in
the average size of shipment. In this the history of each
is similar to that of the six companies. Company 34, on
the other hand, experienced a marked increase in the
average size of its shipments in 1927. Company 46,
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like the combined companies, had smaller average ship-
ments in 1924 than in 1925, but the other two companies
had definitely larger shipments. The variations between
1922 and 1924 are so great that they can best be ob-
served in the chart.” An examination of the chart for
the whole period for which these records run brings out
foreibly the fact that year to year fluctuations in the

AveRAGE Size oF SHIPMENTS oF CANNED Peas

. SEVEN COMPAN
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average size of shipment did not begin with 1920. Par-
ticularly worth obscrving are the two or three years of
noticeably small and large shipments for each company.
Such observations will lead to the conclusion that there
has been a considerable variation in the size of shipments

*Company 27 was the only one for which data were obtained
for 1921. This company shows, for that year, s smaller average
gize of shipment than for any year since that time. While this
company’s puck was small in 1921, it srems doubtful whether
the small size of its average shipment is to be accounted for on
that basis, for although its pack was three times as great in 1922
the average size of shipment gained only slightly.
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from year to year among different concerns, and will
yield some evidence, at least, that a size of shipment
comparable to that of 1926 and 1927 was not unknown
prior to the war.

AvEraGE S1zE oF SHIPMBNTS oF CANNED Pras, CompaNy 27
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A combtnation of the expericnce of four pea-canning
companies for 1924-1927 shows a steady decrease in the
average size of shipments for the period. (See chart on
page 204.) The actual decline is from 713 cases in
1924 to 417 cases in 1927, a decline of 41.5 per cent.
The records of seven companies—including the four
spoken of above—for the years 1925-1927 show a simi-
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lar decline. Data concerning the pea shipments record
of Company 27 were secured for certain years beginning
with 1913. This company’s history shows a decline since
1925 comparable to that of the companies studied in the
combination, except that shipments in 1927 averaged
approximately the same as in 1926. (See chart on page
205.) Nor does this company’s shipments show any
great variation, excepting for the drop in 1926 and 1927,
since the year 1920. Average shipments were unusually

AVERAGE S1ZE oF SHIPMENTS OF CANNED ToMATOES

1. THREB COMPANIES
COMBINED

II. COMPANY 10

i
i

large in 1917 and 1919, while 1913 and 1915 may be
compared with the years since 1920. Worth noting is
the fact that in 1915 the average size of shipment was
lower than in any other year of the series. Although the
pre-war years are few, this scems to be further evidence
that shipments of canned foods did not average higher
in pre-war years than they have since 1922.

A combination of the experiences of three tomato-
canning companies for the wyears 192)-1927 shows
that the average size of shipments increased somewhat
in 1925 and declined in 1926 and 1927. (See charts
on pages 208 and 215.) The chief decline was from
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1925 to 1926. The total decline from 1925 to 1927
was from 312 cases to 269 cases—a drop of nearly 14
per cent.

The shipment histories of ("fompany 10 and Company
35 are worth study. Company 10 shows, except for a
sharp decline in 1922, no serious change in the average
number of cases per shipment. The average shipment
was small through the period, the highest average being
153 cases.’

The history of Company 35 shows clearly certain
facts:

1. There was a period from 1907 to 1909 when the
average size of shipment was low, in the sense that it
is comparable to the period since 1922.*

2. The size of shipment in 1926 and 1927 shows an
average lower than the average for the three years prior
to 1910.

3. From 1909 through 1919 there was a definite
upward trend in the average size of shipments.*

4. Beginning with a sharp drop in 1920, there has
been an almost continous decline of the average size
of shipment since 1919.

5. The period as a whole shows first a rise and then
a decline in the average size of shipment, with the last

*This company's annual pack averages around ten thousand
cases of tomatoes.

*This gives support to the idea suggested earlier by limited
data that a similar low shipment existed for corn and peas.

*The trend was not continuous, there being several years
showing declines, 1917 being a rather extreme case. There is some
reason to believe that government purchases were not included
in the 1917 data.
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few years of the period showing an average size not
greatly different from the first few years.

It is possible to set out this company’s experience in
more detail than can be shown by the average size of
shipments. 1t was possible, for example, to study the
changes in the number of such small shipments as those
for less than 25 cases. There were also other groupings
made which were quite different from the groupings
of the sizes of orders made in C‘hapter VITT. The eight
groupings of shipments were as follows:

Less than 25 cases
25 to 50 cases
30 to 100 cases
100 to 200 cases
200 to 300 cases
300 to 500 cases
500 to 1300 cases

1.300 cases or over

From a study of the data, it became quite clear that
when this company made a shipment of from 500 to
1,300 cases, it was almost invariablv a carload lot.
This accounts for the group including this wide range
of shipments. This company during the whole period
considered had only two shipments of more than 5,000
cases and only two for exactly 5,000 cases." The gronp
1,300 cases or over includes, therefore, with the excep-
tions noted, shipments from 1,300 to 5,000 cases.

The percentage of the number of shipments which
fell into each of these classes and the proportion of
volume represented by each class of shipments for each
year of the series is shown in the table on pages 210-211.

*There was one shipment in 1909 for 6,000 cases; one in 1908
for 7,000. There were 5,000 case shipments in 1908 and in 1914.
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Perhaps the most noticeable fact shown by the table
is the decline in the percentage of shipments of less

Sizes or Tomato SurpMmenTs, CompaNY 35, 1907-1927

(Number of shipments and volume of business represented by
each size group—in number of cases—as percentages
of respective ycarly totals)

I. NUMBER OF ORDERS
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than 25 cases in the period 1907-1919 and the increase
in the period 1920-1927. The percentage of shipments
in the group 25 to 50 cases behaves in a very similar

fashion.
15
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In the chart on page 209 the same data put into three
classes are shown graphically.

The proportion of shipments of Company 35 which
were tn lols of less than 500 cases has been increasing
rapidly since 1918. On the other hand the proportion
of shipments in the 500 to 1,300-case group (carload
group) has been declining markedly since 1921. In

Sizes oF SHIPMENTS oF CANNED ToMmaToks, CoMPANY 35

(Number of shipments and volume of business represented by each
size group each year, as percentages of respective yearly totals)

I. Number of Shipments

Less 25 50 100 200 300 500 | 1,300
- than| to | to | to | to | to | to |Cases
ear 25 50 100 | 200 | 300 500 | 1,300 | or

Cases | Cases | Cases | Cases | Cases | Cases | Cases | Over

1907... 5.7 6.3 3.2 8.9 5.7 89 | 59.4 1.9
1908... 521 103 3.7 | 1564 | 11.7 59 | 46.3 1.5
1909... 5.0 8.9 6.7 | 156 | 13.4 5.6 | 43.1 1.7
1910... 4.0 5.4 50| 154 7.4 4.0 | 54.8 4.0
1911 2.9 4.0 6.2 7.3 9.4 55 | 60.7 4.0
1912 6.9 3.8 5.4 7.7 6.2 6.2 | 56.1 7.7
1913 1.9 3.8 5.8 9.6 | 13.9 58 | 52.0 7.2
1914 2.5 5.1 8.6 8.6 2.5 51 | 53.4 | 14.2
1915 1.5 4.4 73 | 12.4 2.9 7.3 | 54.7 9.5
1916 1.1 2.9 1.7 8.0 4.6 80 | 628 | 11.5
1917... — — 1.7 | 26.7 | 10.0 6.7 | 51.6 3.3
1918... 0.8 1.7 4.9 3.3 49 | 645 | 17.4
1919... — —_ —_ — | 12,9 0.7 | 548 | 22.6
1920... 2.8 — | 13.9 — 56 | 72.1 2.8
1921... 4.1 — 52 | 10.3 41 3.1 | 73.2 —_
1922... 2.9 3.4 6.3 | 13.0 8.8 6.7 | 58.5 0.4
1923.. 3.6 3.6 | 150 | 13.6 5.0 6.4 | 52.8 —_—
1924... 4.4 88 | 12.1 | 187 | 11.0 6.6 | 35.1 3.3
1925... 6.3 47 | 109 | 164 7.8 8.6 | 43.7 1.6
1926... 53| 174 9.9 | 1561 | 1211 9.1 | 20.6 1.5
1927... 49 | 140 | 140 | 16.1 7.7 6.3 | 34.2 2.8
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II. Volume of Business

Less 25 50 100 200 300 500 | 1,300
¥ than | to | to | to | to | to Clses
ear 25 50 100 | 200 | 300 500 |1,300| or

Cases | Cases | Cases | Cases | Cases | C Cases | Over

1907... 0.1 0.4 0.3 2.4 2.8 8.5 773 | 10.2
1908... 0.1 0.7 0.5 3.6 5.9 5.1 62.6 | 21.5
1909... 0.1 0.6 0.8 4.1 7.2 59 68.1 | 13.2
1910... 0.1 0.3 0.5 3.2 2.9 2.5 72.1 | 18.4
1911 0.1 0.2 0.7 1.6 3.8 3.4 76.1 | 14.1
1912 0.2 0.2 0.5 1.6 2.4 3.1 68.0 | 24.0
1913 0.1 0.2 0.6 2.0 5.5 3.9 66.9 | 20.8
1914 0.1 0.2 0.6 1.5 0.8 2.6 52.7 | 41.5
1915 . 0.2 0.6 2.3 1.0 44 | 61.1 | 30.4
1916 ) 0.1 0.1 1.3 1.2 3.9 | 60.2 | 33.2
1917. .. —_ — 0.2 6.4 4.1 4.0 74.1 | 11.2
1918. .. . 0.1 0.1 0.6 0.7 1.6 | 60.6 | 36.3
1919... — — — — 2.4 3.5 48.7 | 454
1920.. 0.1 0.1 —_— 2.6 — 3.1 88.2 5.9
1921. 0.1 — 0.5 1.8 1.6 2.0 94.0 —
1922... 0.1 0.2 0.6 2.9 3.4 4.3 87.0 1.5
1923... 0.1 0.2 1.8 3.1 2.2 4.6 88.0 —
1924. 0.1 0.7 1.8 5.4 5.9 6.0 63.9 | 16.2
1925. 0.2 0.3 1.3 43 3.9 6.9 78.4 4.7
1926. 0.2 1.3 1.6 4.7 7.4 8.7 64.2 | 119
1927....] 0.1 0.9 2.1 4.4 4.3 5.6 67.7 | 149

* The volume of shipments of this size was less than .05 per cent.
of the total for the year.
1927 these shipments were less than one-half as fre-
quent, relatively, as in 1920 or 1921. The proportion
of the volume going in this class of shipments has also
been declining since 1921 but by no means so rapidly as
the proportion of the number of such shipments. The av-
erage proportion of volume so shipped in the period
1925-1927 is higher than the average for 1914-1919.
Since 1920 this company has made comparatively few
shipments of 1,300 cases or more. The percentage of
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its volume taken in such shipments is also much lower
than for the earlier years of the period, but has been
much larger since 1923 than for the period 1920-1923.

From 1909 through 1916 there was a definite down-
ward trend in the proportion of shipments which were
less than 500 cases and a less marked downward trend
in the volume accounted for by such shipments. It
appears that this decline may be explained by the in-
creasing percentage of shipments which were going out
in lots of 1,300 cases or more. The proportion of the
company’s volume which has gone out in shipments of
1,300 cases or over has also been tending upward during
the same period.

One significant effect of the increasing importance
during recent years of less than 500-case shipments as
compared with those of 500 cases or over is the resulting
increase in marketing costs. Office costs for recording,
billing, and collecting and to some degree costs for
packing, loading, and trucking are about the same for
each shipment whether it is large or small." Therefore
decrease in the size of shipments causes the cost per case
of these scrvices to increase. Even more important, how-
ever, is the increase in freight charges. Assuming that
Company 35 shipped 100,000 cases in each year, the
freight, as the result of an increased proportion of less
than 500-case (less than carload) shipments, was approx-
imately $1,800 more in 1926 than in 1918."

*8ee discussion of costs on pp. 384-390.
*These calculations are based on the compilations of canners’
reports on costs tabulated on pp. 386-387.
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Limited data secured from fruit and salmon com-
panies give further evidence as to changes in the size
of shipments. (See chart on this page.) The experience
of two pear-canning companies seems to show a steady
decline in average size of shipment from 1924 through
1927, On the other hand, the experience of one peach-

AVERAGE S1zp oF SHIPMENTS OF CANNED FRUIT AND SaLMoON
(Four individual companies)

I. PEARS, 1I. PEARS,  III. PEACHES, IV. SALMON,
COMPANY 38 COMPANY 14 coMPANY 13 COMPANY 44

[

MBER OF CASES
—&

SISVD 40 ¥IGNON

8

¥ LR
canning company shows the same average size of ship-
ment in 1926 as in 1925 and a slight rise in 1927. It
is noticeable that all of these three fruit companies
show a very small average size of shipment.

One salmon-canning company shows a large average
size of shipment in 1924 and a still larger average in
1925. Averages for 1926 and 1927 are considerably
smaller, with 1927 slightly smaller than 1926.
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II. SIZE OF SHIPMENTS COMPARED WITH SIZE
OF ORDERS

Now that the evidence on changes in size of shipments
has been reviewed and changes in the size of orders
have had discussion (Chapters VII1-IX), it is pertinent
to compare the two. The most important piece of evi-
dence secured on this point was the size of every order
received and every shipment made by Company 35 for
the 21-year period 1907-1927.

Has the number of shipments per order changed?
If so, can an explanation be given? A general impres-
sion of the relationship of the size of orders to the size
of shipments can be gained from the part of the chart on
page 215 which shows for cach year the average size of
each. But a more accurate picture is obtained in the
first part of the same chart, which shows the actual num-
ber of shipments per order for the period.’

Shipments per order declined from 1907 to 1909,
inclusive. The decline results from an increasing num-
ber of orders accompanied by an increasing number of
shipments, the latter, however, increasing less rapidly.

The number of shipments per order remained fairly
uniform from 1910 to 1915, inclusive. Shipments at
the beginning of this period are high in number and
tend downward with much variation. The number of
orders does the same. But the two maintain a practi-
cally identical relative variation which results in the
uniformity of the ratio. Shipments per order are much
higher in 1916, 1918, and 1919 than in any other years.

*For each year the number of shipments was divided by the
number of orders.
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In 1916 the number of shipments advanced considerably
over the number of 1915, while orders declined in num-
ber.” The same is true for 1918 as compared with 1917.
In 1919 both shipments and orders declined in number,

Si1ze oF SHIPMENTS CoMPARED WITH Siz& oF ORDERS, CANNED
TonmaToes, CoMPaNY 35, 1907-1927
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but the decline in orders is greater, so that the number
of shipments per order is still higher than in 1918.

®1t is worth while to note the difference between this and
the period 1907 to 1909, when a change took place, although the
numger of shipments and the number of orders were both moving
in the same direction.
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One might conclude from observing the large number
of shipments per order in 1916, 1918, and 1919 that
shipments were small in these years. This, however, is
exactly contrary to the facts. The average size of ship-
ments for each of these three years is higher than in
any other year. This paradoxical situation is brought
about by the fact that orders in these three years are
extremely large, averaging 3,328 cases in 1919. In
one of these years this company received an order for
40,000 cases, all of which went out in shipments of a
carload or more. In all three of these years there were
numerous large orders.

The number of shipments per order was lower in
1917 than in any other year of the series. This was a
real year of hand-to-mouth buying for this company in
certain senses. It received very small orders, the largest
being for 2,000 cases. .\ great many were for less than
a carload, and in more instances than in any other year
the order went in a single shipment. Three shipments
was the largest number used for any order. In the
period 1921 to 1925, inclusive, the number of shipments
per order rose steadily. Tt was somewhat smaller in
1926 and 1927. In the first two years of the period,
both shipments and orders were increasing in number,
but shipments were increasing more rapidly than orders.
The next two years both orders and shipments were
declining, but shipments less rapidly. Since that time
both have been advancing, shipments more rapidly in
1925, orders more rapidly in 1926, and orders and
shipments uniformly in 1927.
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There are three striking gemeral conclusions to be
drawn.

1. Shipments per order have increased for most of
the period since 1920.

2. An increase in shipments per order does not neces-
sarily indicate that the size of shipments is growing
smaller; shipments per order during the period have
increased and decreased at different times for very
different reasons.

3. The number of shipments per order, since 1920,
is similar to that of pre-war vears; shipments per order
for the nine years 1907-1915 averaged slightly higher
than for the eight years since 1920."

“In the years 1907 to 1915 there was an average of 193 ship-
ments per order; from 1920 to 1927 an average of 1.76 shipments
per order.
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CHAPTER XI
THE CONCEPT

As was suggested in Chapter II, one may imagine a
system of specialized production in which every engi-
neering ideal has been realized to the last degree. One
may even dream of production so organized that no
business coneern or other economic unit would be
obliged to carry stocks of raw materials or of finished
goods. Faney may picture supplies of every sort flowing
into factories just as machines are ready to use them;
goods flowing out to freight cars and trucks just pulling
up to shipping platforms; merchandise arriving at
dealers’ shelves just when space was made available by
housewives carrving off goods to supply their husbands
and children, who were just ready to consume them upon
arrival. Under such conditions the burden of expense
and risk borne by society because of the stocks neces-
sary to the production process would be at a minimum.
But such a picture is fanciful indeed when we consider
the problem of production, even in terms of our best
available technique and knowledge of organization. The
necessity for seasonal production of many products, the
economy attendant upon shipments of certain sizes,
the preparation for possible breakdowns in transporta-

! See discussion of costs for various sizes of orders on pp. 373-

223
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tion are only a few of the causes of inventory, quite aside
from speculation for price advance.

Yet inventories are at best a necessary evil. As every
business man knows, the necessity for stocks is un-
fortunate. Inventories represent ‘“money tied up”;
they represent danger of loss through spoilage, fire, and
obsolescence ; they represent risk through price change.
There is always the urge, on the one hand, to keep at a
minimum such costs, losses, and risks, and, on the other,
to have in stock all needed stvles, types, and varieties
and to be protected against the limitations of supplying
agencies.

The effort to keep down inventories is in the center
of any picture of hand-to-mouth buying. Some persons,
indeed, define hand-to-mouth buying as little else than
buyers’ efforts to sccure lower inventories and more
turnover. “ It is considered [to be] the purchase of
stocks of merchandise . . . . =0 as to encourage more
rapid turnover and reduce inventories.”* Also, “ More
turnover was the expression used in 1912 for what we
happen to call now hand-to-mouth huying."’

More common, however, has been the statement that
inventories are not so much lessened as that their burden
has been shifted. * The burden has simply been shifted
from one pair of shoulders to another.” * This supposed
shifting, it is widely believed, has enabled merchants
to carry a smaller part of the total volume of goods going

* Industrial Management, June, 1927, Vol. 73, pp. 344-7.

* S8ammons, Wheeler, in “ Hand-to-Mouth Buying ” Metropolitan
Life Insurance Company Bulletin, p. 98.

* Masters, Chester, tbid
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through the process of trade, foreing those less far along
the line of specialized producers to carry the inventory.
We hear, for example: “Distribution costs for the
manufacturer are increased because they are forced to
carry larger stocks. The burden of carrying stocks is
shifted from the distributor to the manufacturers.”*
Again. “ The system of purchasing in small lots has
forced the manufacturer into the distribution husiness.™

But inventories may be considered from a social point
of view. So considered, two matters are important.
First, it is important that such inventories as must be
held should be held at the points of greatest economy.
So long as goods are available as needed, it is not of
great social significance whether stocks are carried by
producers of raw materials, manufacturers, or mer-
chants, provided the carrving is done at the place where
it can be done most cheaply. The calculations of business
men in the competitive struggle are constantly at work
to place or keep stocks at points of lowest cost. It is
also of great consequence from a social point of view that
total stocks in any or all trades are higher, or lower. Tf,
as a society, we can do our total business on a relatively
smaller social inventory, we have gained: if with the
same volume of trade our total inventories have in:
creased, there is a loss. Total inventories constitute a
burden of social investment and risk which it is desira-
ble to keep as low as possible. In a study of stocks, there-

*Plumb, Fayette R., Printers Ink Monthly, January, 1927,

p. 21.
¢ Carroll, Walter C., in “ Hand-to-Mouth Buying " Metropolitan
Life Insurance Company Bulletin, p. 39.

16
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fore, it is worth while not only to ask whether the stocks
of manufacturers and other specialists early in the line
of production have increased and whether the stocks of
merchants have decreased, but to give thought also to the
question whether, under current buying methods, the
total social inventories are expanding or contracting.

Variations in the volume of stocks are an inadequate
measure. The average stock or inventory of a manu-
facturer, packer, mining company, or other producer
may become greater or less from year to year, but a
comparison of such variations tells very little. An in-
crease in sales may have required an increase in in-
ventory; a decrease of sales, a diminution of stocks
carried. To determine whether stocks are of more
serious concern to a business at one time than at another,
they must be compared with the volume of business
done. Such a comparison gives us a concept which we
may speak of as the stock burden. The average of the
stocks on hand at the end of each month of a calendar
year divided by the average of the sales for the twelve
months of the same year would be one simple way of
determining the stock burden for a year. The peculiar
conditions of a business may make other comparisons
of stocks and volume of business more desirable ways
of determining stock burden.’

In the discussion of inventories in this study, it is
the stock burden which is considered. Tn many instances
figures on both stocks and shipments could be secured.
Dividing stocks by shipments gives a satisfactory

" Or limitations of data may make them necessary.
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measure of the stock burden, and where used this ratio
is spoken of as the stock-shipments ratio.' In other cases
stock burden has been determined by obtaining a ratio
of stocks to apparent consumption, or stocks to orders
to be shipped out of warchouses, or by using other
devices which will be indicated as used. Stock burden
may also be conveniently measured hy measuring stock
turnover. Indeed, in measuring the stock burden of
merchants, this is the method most easily employed and
most commonly used. In the discussion of the stock
burden of merchants in Chapter XIV turnover has been
used as the measure.

An examination of our total social stock burden would
require a study not only of goods for sale but also of
supplies for manufacture and consumplion. Producers,
other than merchants, have two types of stock burden.
On the one hand, they have a stock of finished goods for
shipment and, on the other, a supply of raw materials.’

*In instances in the study where the monthly figures for both
stocks and shipments were obtained, it would have been possible
to divide the average stocks of the calendar year by the average
shipments of the same year. It is assumed, however, that to some
degree managers attempt to keep inventories of finished goods
in line with prospective sales. Therefore, in certain cases the
shipments-year was computed as beginning somewhat later than
the stocks-vear. In a number of instances the average of stocks
on hand at the ends of the months of each calendar year were
divided by the average of monthly shipments for twelve consecu-
tive months beginning with July of the same year. Probably
this, in some instances, allows too long a period of preparation
for sales. In others, it is perhaps too short. It is believed to be,
however, as satisfactory as any single adjustment that might have
been used. Where the phrase “stock-shipments ratio” is used,
it will refer to a ratio so constructed, unless otherwise indicated.

*The farmer’s inventory of raw materials, especially if one con-
siders his growing crops and immature livestock, is a particularly
interesting one.
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Manufacturers often refer to the second as  stores.”
The merchant, in his packing materials and the like,
has a small “ materials stock,” but, for the most part,
what the merchant buys he has for sale.

We are, then, ready to ask:

1. Is there evidence that the burden of stocks has
been materially shifted from one tvpe of producer to
another ?

2. Has the burden borne by society in the form of
stocks of materials and goods in the process of produe-
tion been declining or increasing under modern con-
ditions of trade?

To throw light on these questions, a wide range of
material has been studied, which, for purposes of anal-
ysis, has been classified as follow:

Stock burden of goods for sale by others than merchants;

Stock burden of raw materials, chiefly of manufacturers;
Stock burden of goods for sale by merchants.



CHAPTER XIT

STOCK BURDEN OF GOODS FOR SALE
BY OTHERS THAN MERCHANTS

The stock burden of goods rcady for sale. at mines,
at refineries, on farms, in warchouses, and at manu
facturing plants is represented in the samples discussed
in this chapter.! ’

Manufacturing has furnished a plurality of the cases.
Certain of the samples have been classified into six
general industry groups: non-ferrous metals; iron and
steel products: textiles; food products; building mate-
rials; and agricultural products. Samples which were
not classified are: hoots and shoes, gasoline, and pneu-
matic tires.

I. SAMPLES AMONG THE NON-FERROUS METALS

The non-ferrous metals are represented by zinc ore
(Joplin District), refined copper, and tin.

The stock burden of non-ferrous metals, as measured
by the stock-shipments ratios of three samples, has been

! Except where otherwise indicated, the stock burden has been
computed by the method described in footnote 8 on p. 227.
That is, the average of the stocks on hand at the ends of the
months of each calendar year. was divided by the average of
monthly shipments for twelve consecutive months beginning with -
July of the same year. .

Sources of stocks and shipments data which have been used to
compute stock burden for each industry will be indicated where
the industry is discussed. Except when otherwise specified these
data are published in the Survey of Current Business.

229
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decreasing in recent years. (See chart on this page.)
Taking zine ore as a first example, there is found a de-

Stock BurbEN For Non-Ferrous MperaLs

(Monthly average of stocks for calendar year as a percentage
of average monthly shiﬁmonts for 12 consecutive months,
beginning with July of the saume year)
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« Concerning copper data sce footnote 3, page 231.
* See footnote 4, page 231.

cline from 103 in 1923 to 37 in 1925." The same per-
centage was maintained in 1926. In 1927 it was 54.

? Stocks are those at Joplin District mines, which produce about
65 per cent of the ore mined in the U. 8. Silipments are recorded
as loaded at mines by buyers for shipment to smelters. Data are
from the Joplin Globe.
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In other terms, this means that in 1925 and 1926 stocks
at mines at the end of the month were sufficient to supply
about ten days’ shipments. In 1923 they were high
enough to supply a month’s shipments. Current buying
practices in zinc have not caused higher inventories at
the mines.

The stock-shipments ratio of refined copper at refin-
eries has been declining rapidly since 1921." The ratio
is somewhat higher in 1927 than in 1925 and 1926, but
much lower than in any earlier year. In 1920 and 1921
there averaged enough stocks on hand to supply about
five and a half months’ shipments; while in 1926 stocks
were not sufficient for three weeks’ shipments. The
carlier series (United States only, and not strictly com-
parable with the latter one) shows a steady'decline in
stock-shipments ratio from 1909 to 1912, with both 1912
and 1913 less than half as high as any carlier year. The
similarity of this movement to that of the stock burden
of tin for the years 1909 to 1913 is worth noting.

The stock burden of tin has been declining steadily
since 1924.' With the exception of the year 1918, it was
lower in 1927 than in any year of the nineteen from 1909

* Data for 1909-1914 were compiled by the American Copper
Producers’ Association and published in the “Metals and Ma-
chinery " section, Record Eook of Business Statistics. They
represent domestic conditions only. Data for 1920-1928 were
furnished by the American Bureau of Metal Statistics and repre-

sent stocks on hand at, and total shipments from, twelve refineries
in North and South America.

¢ Practically no tin is produced in the U. 8. The stock burden
figure, therefore, is determined by a ratio of stocks at port ware-
houses in New York to deliveries from those warehouses; these
deliveries may be thought of as shipments. Stock burden is
therefore again, in effect, a stock-shipments ratio. These de-

liveries indicate approximate consumption. Data are from the
New York Metal Ezchange.
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to 1927. The stock burden reached 122 in 1920, far the
highest year of the series, with the year 1909 next high-
est. Current practices in this trade show, therefore a
decreasing rather than an increasing stock burden.
Stocks at port warehouses in New York at the end of the
month in 1927 averaged about nine days’ consumption
requirements.

I1I. SAMPLES FROM THE IRON AND STEEL
INDUSTRY

The stock burden of merchant pig iron, steel sheets,
and steel barrels for the industry generally and the stock
burden of a leading stecl company are the samples con-
sidered from the iron and steel trade.

The samples from the iron and steel trade show no
Justification for positive conclusions requrding the trend
of stock burden. (See chart on page 233.) The move-
ments are conflicting. Available data for merchant pig
iron, making possible comparisons for the years 1919 to
1925, show mixed trends.” The stock-shipments ratio
is lower in 1925, the last year of the series, than in the
preceding year, but at the same time it is higher than in
any other year excepting 1921 and 1924. The lowest
burden was in 1922, with 1919 and 1920 almost as low.
While there is no trend that is definitely indicated, the
average for the last three vears of the series is higher

*Data from the American Pig Iron Association as reported in
the “ Metals and Machinery " section, Record Book of Business
Statistics, representing about 90 per cent of production in strictly
merchant furnaces; that is, those making iron for sale instead of for
further use in their own plants. Stocks are those at merchant
urnaces.
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than that for the first four. The stocks carried have
varied from the requirements of less than one to those of
more than two and a half months’ shipments.

The stock-shipments ratio of steel sheets has varied
considerably since 1921.° In 1920 and in 1921 the bur-
den was high, amounting to 59 in 1920, and 83 in 1921.

S1ock BurpeN 1N THE IRoN AND SteEEL INDUSTRY

(Monthly average of stocks for calendar year as a percentage
of average mpnthly shipments for 12 consecutive months,
beginning with July of the same year)
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For every vear since it has been very much lower, being
highest in 1923. In 1926 and 1927 it was higher than
in either of the two preceding vears, but not so high as in
1923. The stocks carried average somewhat more than
the amount required for a half-month’s shipments.

¢ Data, compiled by the National Association of Flat Rolled Steel
Manufactyrers, represent almost all of the independent sheet steel
manufacturers. Stocks, both sold and unsold, and shipments of
black, blue, galvanized, and full finished steel sheets were used for
calculating the stock burden.
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The stock-shipments ratio of steel barrels declined
from 1924 through 1926, but was higher in 1927." The
stocks of steel barrels compared to other products con-
sidered (and also to other products which will be con-
sidered) are extremely low. Stocks on hand at the end
of the month average slightly less than 10 per cent of
the average month’s sales. This means that the inven-
tories on hand were less than sufficient for three days’
shipments.

Stock BumrpEN INDEX ror A LArce STEEL. MANUFACTURING
CoMpANY, 1909-1926

(Stock burden in 1913 = 100; see footnote 8 on this page)
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The stock burden of a leading steel company in the
last vear for which data are available was far below the
peak reached in 1920.° (Sce chart on this page.) Yet
the average burden for the years since 1920 is not low
when compared with the earlier years. During the period

" Data, compiled by the U. S. Department of Commerce, Bureau
of the Census, cover almost the entire industry.

* Inventories of finished products (in dollars) as of December 31,
for each year were adjusted by using Bureau of Labor Statistics
Index of Iron and Steel Prices (averaged for the same December
and the following January). Adjusted inventories, as of December
31, were divided by the average monthly shipments (both domestic
and export, in tons) of rolled and finished steel products for the
ensuing year. The ratio thus obtained is expressed as relative to
1913 =100. Data were taken from Poor's and Moody’s Manuals.
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1909-1914 this company carried about the same stock
burden as it has since 1921. A very low stock burden
was maintained from 1915 through 1919. It is worth
noting that while the trend sinee 1920 has not been regu-
lar the last two ycars have seen a dccreasing stock
burden.

Srock BurpeEN IN THE TeEXTILE INDUSTRY

(Monthly average of stocks for calendar year as a percentage of
average monthly shipments for 12 consecutive months,
beginning with July of the same year)
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III. SAMPLES FROM THE TEXTILE INDUSTRY

02,
192

Samples from the textile industry include raw silk,
finished cotton goods, work clothing, and hosiery.

The samples from the textile industry show the stock
burden to be decreasing itn some industries and tncreas-
tng in others. (See chart on this page.) The stock
burden of raw silk shows considerable variation but no
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significant trend between the years 1921 and 1927." In
1920 the burden was 267, over twice as great as in
1923, which is the highest after 1920. One of the
curious features of the series is the fact that the burden
was lower in 1921 than in any other year of the series
and that 1921 and 1922 show almost the same propor-
tion of stocks to deliveries as is shown in 1926 and 1927,
respectively. In 1920 there were enough stocks on hand
to supply over two and a half months’ shipments, while
in 1927 there were only enough to supply about one
month’s deliveries.

The stock-shipments ratio for cotton goods in the
hands of finishers has been declining since 1923.° It
was lower in 1921 than for any other of the seven years
studied. Tf hand-to-mouth buying has been affecting
the stocks of cotton finishers during the past four years,
it has been to lower them. In 1927 stocks on hand at the
end of a month averaged about three weeks’ shipments;
in 1923 they averaged about a month’s shipments.

The stock-shipments ratio of manufacturers of work
clothing declined from 1924 through 1926." The series
on which this is based has been discontinued, making

* Raw silk, like tin, is for the United States an imported product.
To determine the stock burden of raw silk, the calendar year
average of stocks on hand at the end of the month at the port ware-
houses in New York City have been divided by the average
monthly deliveries from these warchouses during the year begin-
ning in July. Both figures are compiled by the Silk Association
of America.

* Data, compiled by the National Associntion of Finishers of
Cotton Fabrics, are estimated to cover about half of the industry
outside of regular textile mills. Finished stocks on hand are used
for calculating stock burden.

“ Data are compiled by the U. 8. Department of Commerce,
Bureau of the Census. Stocks are of finished goods only.
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it impossible to compute the ratio for 1927. The inven-
tories of work clothing manufacturers are noticeably
higher in proportion to shipments than are those of other
textiles which we have considered. In 1924, for example,
these manufacturers had on the average enough goods
on hand at the end of the month to supply nearly seven
weeks’ shipments.

The stock-shipments ratio of hosiery manufacturers
has been increasing.” While lower in 1925 than in 1924,
it advanced noticeably in 1926 and 1927. Tn 1927 ho-
siery manufacturers had on hand at the end of the
month, on the average, enough stocks to supply more
than two months’ shipments. It is quite probable that
this increasing ratio is to be accounted for by the ener-
getic efforts of many hosiery manufacturers to control
the stocks and purchases of retailers. This in turn has
been brought about by the inecrease in the number of
styles, weights, and colors of hose, which has markedly
changed the purchasing of dealers and the production
plans of manufacturers. The methods tend in the diree-
tion of smaller and better sclected stocks for dealers,
with the manufacturer assuming the burden of stocks
but at the same time assuming in large part the deter-
mination of what stvles shall be purchased. (For further
discussion of this point, sce page 412.)

For hosiery as for work clothing, the stock burden
for all years is high as compared with that for cotton
goods or raw silk. This may be accounted for in the case
of hosiery by the facts just cited. It is probable that for

* Ibid.
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work clothing also, it is color, style, size, and other ele-
ments of variety which necessitate larger stocks than are
required in handling raw materials.

IV. SAMPLES FROM THE FOOD INDUSTRY

Data making possible a study of stocks on hand in
food industries have been obtained for canned foods,
meat products, butter and cheese, and refined sugar.

A. Canned Foods

No data on stocks of goods in the canning industry
have, in the past, been compiled by any association or
government agency.” To make an estimate of the effect
of current buying methods on the stock burden of can-
ners, it was necessary to obtain information directly
from the reports to a questionnaire sent to members of
the National Canners Association. Some 76 reports
were secured from canning companies (the number va-
ried considerably with the product) as to their carry-
over on January 1 of a series of vears. (‘arry-over in
each case was reported as a percentage of the preceding
year's pack.”

¥ The Department of Commerce has only within recent months
undertaken the collection of such data.

* In reporting, a majority of the companies considered carry-over
to be goods on hand for which there were no orders. A smaller
number considered carry-over to be goods in stock without regard
to whether there were orders for some of them. While this makes
it impossible to use the data to determine the percentage of the
preceding year's pack unsold as of January 1, it does not annul
their value as a measure of the inventories in the hands of canners
at that date. Save for risk of price change, the inventory imposes
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There is no reason to believe that the inventory on
January 1 represents an average or a typical condition.
Indeed, in so seasonal an industry no date could be ex-
pected to be typical. Canners state, however, that in
earlier years their pack was largely shipped by Christ-
mas. A measurement of the situation as of January 1,
for a series of years, therefore, gives a good basis for
determining whether the inventory load of the canner
is increasing. It is necessary to keep in mind, however,
that for canned goods the term stock burden means, as
already indicated, the stocks on hand on January 1,
expressed as a percentage of the preceding year’s pack.”

In every type of canned food product the stock burden
of the canner has been rising sharply since 1925. (See
chart on page 240.) In the case of some products the
rise has been practically continuous for a longer period
of years. Tn other instances there has been a rise follow-
ing a sharp decline.

The longest continuous rise in canned food inven-
tories is found in the case of peas, where with only a
slight recession the trend has been upward sinee Jan-
nary, 1919. In January, 1928, the carry-over, whether
measured by all companies reporting or by certain se-

as gerious a load on the canner when there are unfilled orders to
which some of it may eventually be applied as it does when there
are no orders. If all canners had reported carry-over as meaning
goods on hand but unordered, the totals would have been some-
what less in each year.

¥ This stock burden figure is not entirely comparable with most
others appearing in this chapter, because stocks on hand at a given
date are related to a year's pack (approximately same as sales)
instead of average stocks being rclated to an average month’s
shipments.
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lected groups of companies, stood at more than 50 per
cent of the pack. This contrasts with less than 5 per
cent of the pack carried over into January, 1919.

Stock Buroex ror CANNED Foops
(Stocks on hand January 1 as a percentage of previous year's

pack)
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The stock burden of canned corn went up sharply
from January, 1919, through January, 1922, but de-

clined to a low point in January, 1925. As measured
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by the returns from all the companies reporting, the
inventory of January 1, 1928, was not quite so large in
relation to the pack as on the same date in 1922. A
study was made of the inventories of ecight compa-
nies that reported consecutively from January, 1919,
through January, 1928. The combined experience of
these concerns showed a movement similar to that first
described, but exhibited a much greater increase of
stocks carried in the past two years. A comparatively
high stock burden was not unknown in corn-canning,
however, prior to the post-war period. The data show
that in January, 1913, it was at a point higher than
most years, exceeded, indeed, by only three years since
that time.

The movement of the stock burden of tomatoes in can-
ners’ hands on the first of January has been similar to
that of corn, the burden being higher in 1928 than in any
other year for which data were obtained. It was also
high in January, 1922. The decline following the peak
of 1922 is more rapid than in the case of corn, reaching
its lowest point in the following year. Since January,
1923, the trend has been steadily upward.

The companies reporting on carrv-over of fruit in-
clude canners of pears, peaches, pineapples, cherries,
and berries. As the number reporting for ecach type of
fruit was somewhat limited and varied somewhat from
year to year, as certain tvpes were not represented at all
in certain years, a compilation of the returns is at best
a somewhat doubtful picture of stock burden of canned
fruit. 1t is interesting to observe how, in spite of the

n
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limitations of the data, the changes in stock burden
since 1914 follow closely those already shown for stock
burden of canned corn. The charted records of all com-
panies reporting carry-over for pears and for peaches
show a record almost identical with that for all fruit.
The stock burden of canned pears showed the greater
increase, the carry-over on January 1, 1926, being
about 7 per cent of the preceding year’s pack and mount-
ing to over 50 per cent on January 1, 1928.

Only two salmon canning companies reported on
carry-over. Both of these, however, were very large con-
cerns. Both show a great increase in the percentage of
the pack carried over for the past two years. The records
of Company 43 whose reports begin with January 1,
1919, show, however, that in every year from January,
1920, through January, 1924, the carry-over represented
a larger proportion of the pack than has been true in
any other year for which a report-was made. While the
records of Company 44 go back only to January, 1925,
its experience follows so closely the experiences of the
company with a longer history that there is reason to be-
lieve that the two companies have had a similar history
throughout the period.

Thus every type of food-canning industry studied
shows that canners are carrying an increased percentage
of the load which must be carried in each annual food
pack. If canned goods alone were to be considered, the
belief that merchants are compelling those from whom
they buy to carry the inventories of the trade would he
fully justified.
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B. Meat Products

Beef and pork furnish representative samples of the
meat industry.

The packers have been able greatly lo decrease their
stock burden during the past ten years. (See chart on
this page.) The stock burden of beef has declined almost

Stock Buroen ror Mear Propucts, 1916-1928

(Monthly average for stocks as a percentage of average monthly
“apparent consumption” for corresponding calendar year)

1. BEEF PRODUCTS II. PORK PRODUCTS
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continuously since 1919. The only exception to the
continuous decline was in 1923, when there was a
slight advance over 1922, Since 1921 the ratio has
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*The ratios for beef, pork, butter, and cheese have been com-
puted on a calendar year basis; otherwise the method is the same
as that used in preceding cases. Stocks are cold storage holdings, as
reported by cold storage companies, and these have been compared
to “ apparent consumption ” (ar roximately shipments). Packers
usually own the cold storage holdings of meats, and manufacturers
the cold storage holdings of butter and cheese. Data, compiled by
the U. 8. Department of Agriculture, Bureau of Agricultural
Economics, are published in the Survey of Current Business and in
the U. 8. Department of Agriculture Yearbooks.
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continuously been much lower than in any of the six
years preceding. And in 1927 it was lower than in any
year of the series beginning with 1916. The evidence
shows a far lighter burden for the packer under current
conditions than formerly. In 1927 he carried, on the
average, only inventory enough for slightly over three
days’ shipments as compared with inventory enough for
over two weeks’ shipments in 1918 and 1919,

The stock burden of pork products, like that of beef,
has declined almost steadily since 1919. The year 1926
is the low for the series of 13 vears covered ; but in this
case, as in the case of beef, the ratio has been uniformly
low since 1921. The difference between the post-war
years and the pre-war years is less marked than in the
case of beef, however. During all the period the stock
burden has been very much greater in pork products
than in beef, being at the peak in 1919, when it was
240 as compared with 55 for beef products in the same
vear. The greater seasonality of pork slaughter possibly
in large measure accounts for the greater average cold
storage holdings. The ratios both for beef and pork
indicate that current conditions of buying are causing
smaller rather than larger inventories to he held by
packers. Tt is noteworthy that the largest stock burden
in each product was built np during the period 1916
to 1919.

C. Butter and Cheese

The stocks of butter and cheese held in cold storage
are usually the property of manufacturers, though they
may be owned by speculators, or merchants.
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Data on butter and cheese show conflicting trends.
(See chart on this page.) The stock burden of butter
shows very little change over a period of twelve years.
The lowest ratio for the series was in 1923. The highest
of the series was 1919. Such variations as can be ob-
served suggest no relation te buying practice. Nor are
the product and the method of producing and handling
it such as might be expected to show great changes in
buying methods.

Stock BurpeN ror Burrer AND CHEESE

(Monthly average for stocks as u percentage of average monthly
*“ apparent consumption ” for corresponding calendar year)
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Holdings of cheese in relation to consumption have
increased decidedly since 1922, The ratio behaves quite
differently from the ratio for butter. The high vear for
the series of nine years beginning with 1920 is 1928
The ratio gives reason to believe that dealers are carry
ing a smaller proportion of the total trade inventory
and are requiring manufacturers to hold a larger propor-
tion than was formerly the case. It scems altogether
probable that the number of varieties of cheese now



246 HAND-TO-MOUTH BUYING

offered in the American market and the increase of
packaging are important factors in accounting for the
increased stock burden.

D. Refined Sugar

Stocks of refined sugar as related to shipments may
he compared from 1921 to 1927."

The stock-shipments ratio for refined sugar has been
increasing since 1925. (See chart on this page.) Tt is

Stock BurpEx ror ReriNep Svear, 1921-1927

(Monthly average of stocks for calendar year as a percentage of
average monthly shipments for 12 consecutive months,
beginning with July of the same vear)
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nearly twice as high in 1927 as in 1925 and higher in
1927 than in any other year of the series. The second
highest ratio is in 1923, and the lowest is in 1922.
There is evidence that buying practices of the past few
years have been increasing the stock burden of refiners.

¥ Data are from reports of refineries in Savannah and New
Orleans compiled by the Federal Reserve Bank of Atlanta.

The ratio used is again the average stocks on hand at the end
of the months of the calendar year divided by the average of
monthly shipments for twelve consecutive months beginning with
July of the same year.
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In 1927 average stocks were sufficient for over two
weeks’ shipments.

V. SAMPLES FROM THE BUILDING INDUSTRY

The stock-shipments ratio has been computed for
varying periods for Portlard cement, yellow pine, oak
flooring, common brick, face brick, and enameled ware
baths. It was possible to construct the ratio for oak
flooring for 16 years, beginning with 1912. Each sample
includes a picture of post-war years.

1 well defined increase in stock burden ts disclosed
in every sample of the building indusfry. (See chart
on page 248.) While the upward trend is more marked
in some cases than in others and while the movement
began earlier in some branches of the industry than in
others, it is nevertheless general.

The stock-shipments ratio for Portland cement manu-
facturers has been rising since 1923.® This rise was
preceded by an almost steady decline from a high of
1918. Although the ratio reaches 141 in 1927, which
is the highest ratio for any post-war year, every year
from 1915 to 1918, inclusive, except 1916, shows a
still higher ratio. In 1918 stocks would supply about
seven weeks’ shipments: in 1923, about three and a
half weeks; and in 1927 approximately a month and
ten days. It is worth recording perhaps that there has
been a trend upward in shipments of Portland cement
since 1920. Stocks, however, have more than kept pace.

* Stocks and shipments of Portland cement compiled by the U. S.

Department of Commerce, Bureau of Mines, represent complete
reports of manufacturers.
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Stock BumrbeEN IN THE BuiLpinG INDUSTRY

(Monthly average of stocks for calendar year as a percentage of
average mopthly shipments for 12 consecutive months,
beginning with July of the same yeur)
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The trend of the stock-shipments ratio for oak floor-
ing mannfacturers has been upward since 1922." In
1926 and 1927 it is particularly marked. In 1927,
however, the ratio is far below the point reached in
191% and 1920 and considerably below the level of the
vears 1912, 1913, and 1914, Thus, even more notice-
able than in the case of Portland cement is the fact that
a high stock-shipments ratio was not unknown prior
to our entrance into the war. Shipments fell off in
1926 and 1927 and were somewhat more scasonal in
nature than for a series of vears preceding. This sea-
sonality may account for the fact that manufacturers
carried a larger proportion of stocks than in the pre-
ceding period.

There has been a steady inerease in the stock-ship-
ments ratio for sonthern yellow pine since 1924.” This
trend was preceded by a deeline following 1921, with
1921 showing a somewhat higher ratio than 1927, The
stock-shipments ratio for yellow pine shows considerably
less variation from year to year than does that for either
of the products just discussed. Throughout the period,
also, the ratio is very much higher than for either of
those products, stocks on hand averaging some two and
a half month’s shipping requirements.

» These data, compiled by the Oak Flooring Manufacturers' As-
sociation, represent about 90 per cent of the oak flooring industry.

® Data are compiled by the Southern Pine Association and
represent an estimate of the condition of the industry as a whole
based on a large sample. For details, sce footnote No. 1 in Survey
of Current Business, August, 1928, p. 68.
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The stock-shipments ratio of enameled ware baths
increased rapidly from 1923 through 1927." The 1926
and 1927 ratios, which are almost the same, are larger
than the ratio for any other of the nine years studied.
In 1921 the ratio is considerably larger than in any
vear except 1926 and 1927. The 1923 ratio is low for
the series, showing average stocks equal to about ten
days’ shipments as contrasted with a supply for over
seven weeks’ shipments in 1927,

The stock-shipments ratios for both face brick and
common brick have been rising.” For face brick this
rise has been rapid since 1924. The 1927 ratio is in
fact 50 per cent larger than the 1924 ratio. The average
stock-shipments ratio for the whole period for which
data are available is higher than that for any other of
the building industries. The stock-shipments ratio of
common brick has been increasing sinece 1925, The
ratio in 1924 was high, but not as high as the 1927
ratio. Apparently common brick manufacturers do not
find it necessary to carry as large stocks as do face brick-
makers. In 1927 the former had stocks equal to about
nine weeks' shipments, while the latter had nearly
twelve weeks’ requirements on hand.

* Data are compiled by the U. S. Department of Commerce,
Bureau of the Census, and represent complete production of manu-
facturers.

# Data for face brick are compiled by the American Face Brick
Association and are averages per plant because the number of
firms reporting varies somewhat from month to month. Data for
common brick are compiled by the Common Brick Manufacturers’
Association and represent about 30 per cent of the total output
of common brick.
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1t will be observed that in each of the samples taken
from the building industry, stock-shipments ratios have
been increasing. The increase, however, has been going
on only since 1922, 1923, and 1924, prior to which a
decline was in process.

VI. SAMPLES FROM AGRICULTURE

It is impossible under present means of production
for society to escape carrving a large stock burden of
agricultural products. This will continue to be the case
unless we rise so far superior to nature that seasonal
production offers no economies.

In the products of the farm, as in the products of the
factory, stocks may be held at onec point or another.
Has there been hand-to-mouth buying of agricultural
products in the sense that an increasing stock burden
has been carried by the farmer? For those of his crops
which are largely consumed on the farm, the question
has no relevance, but it is highly pertinent for such
market crops as wheat and cotton.

A. Wheat

For many years there has been made an estimate of
the stocks of wheat held on farms on March 1 of each
year, and of the carry-over as of July 1. These data
make it possible to calculate the stock burden of this
crop that is carried by farmers. The figure, like that
computed for canned goods, by giving pictures of the
situation late in the shipping season, shows for each
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vear what the farmer has been carrying to the given
points. The stock burden on farms is first expressed
as the ratio of stocks on hand Mareh 1, to the crop of
the preceding year.”

The stock burden of wheat held by farmers, trending
downmward since 1911, shows a slight increase during
the three years 1925 to 1927. (See chart on this page.)
The downward trend was not continuous for every year.
For the seven yvears following 1921 farmers were carry-

Stock BumbeN or tHE WhEeAT GGROwEr, 1908-1928
(Wheat on farms at given date as a pereentage of preceding year’s
crop)
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® The method used has been to divide the wheat on farms as of
March 1, for each year of the series by the crop produced in the
preceding year. Data are from the Annual Reports of the Chicago
Board of Trade. This stock burden figure is not entirely com-
parable to most others in this chapter, because the stocks on hand
at a particular date are in this case related to a year's production
instead of average stocks being related to an average month's ship-
ments. This was done beeause both stocks on hand and production
of wheat are so very seasonal that averages of one compared to
averages of the other seem to have no meaning.
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A second measurement of stock burden of wheat for
the period 1908-1928 was made by using stocks on
farms at the end of the crop year instead of on March 1.
This disclosed that the farmer is carrying over into the
new crop year a smaller proportion of wheat than was
formerly the case.™ (Sce chart on page 252.) The stock
burden on the farmers’ hands on July 1 was lower for
the years 1917, 1918, and 1919 than for any other year
since 1908 ; and the period from 1914 to 1919 was a
period of low carry-over as contrasted with the six years
preceding. The farmer was assuming a larger stock
burden at the end of the vear both in 1920 and 1921
than in each preceding vear respectively, but has been
carrving a smaller proportion since that time. The
most striking fact shown was the very high percentage
of the crop carried over in all the vears 1908-1913.

Putting the conclusions from both measurements in
current terms of trade talk, it may be said that there
was more hand-to-mouth buying of wheat from farmers
during the six vears following 1921 than in the four
years preceding that vear. There has been less hand-to-
mouth buving of wheat since 1921, than was the case
prior to 1916. From 1908 to 1916 hand-to-mouth buy-
ing of wheat from the farmer was more general, by
bhoth measurements, than it has been since.

It is common, when stocks accumulate in farmers’
hands, to speak of a holding movement. It would per:

* In computing these ratios, wheat on farms on July 1. of each
year respectively was divided by the production of the preceding
vear. Data are published in the Annual Reports of the Chicago
Board of Trade.
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haps, therefore, be more accurately descriptive to refer
to the periods of high stocks of grain as periods of hand-
to-mouth selling.
B. Cotton

The stock burden of cotton held by farmers has varied
widely since 1916. (See chart on this page.) A similar
conclusion is reached whether we consider the percent-
age of the year’s crop in the hands of farmers at the
end of November, January, or March. The load carried

Stock BurpEN oF THE CoTroN GROWER, 1916-1927

(Cotton unmarketed at given date as percentage of the crop for the
crop year beginning preceding August 1)
1. AS OF NOVEMBER 30 1I. A% OF JANUARY 31 III. AS OF MARCH 31
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increased with a good deal of uniformity from 1916
through 1920 and then declined steadily through 1923.
It increased noticeably from 1923 to 1926 but was less
in 1927.

®™ The percentuge of the year's cotton crop not yet marketed at
certain dates, November 30, January 31, March 31, is used to indi-
cate year to year changes in the stock burden of cotton farmers.
The percentage of each year's crop marketed in each month is
compiled by the U. 8. Department of Agriculture, Bureau of Agri-
cultural Economics, from a moderate number of reports to in-
quiries sent to farmers July 1, of each year. Here again stock
burden is a ratio of stocks on hand at a given date to a year’s pro-
duction and is not, therefore, dirrctly comparable to the stock
burdens which are ratios of average stocks to average monthl
shipments. Data are published in the U. 8. Department of Agri-
culture Yearbooks.
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VII. UNCLASSIFIED INDUSTRIES

The preceding sections have been given to samples
of industries in groupings which are commonly recog-
nized. There are many commodities, however, which
cannot be so readily placed in recognized and useful
categories. This is true of those studied in this section,
The fact that these samples have not been classed in
industry groups is in no way intended to imply that
they are less significant than those discussed above.

A. Boots and Shoes

The changes in inventories of eight shoe manufactur-
ing companies wu.re studied. As no data showing
monthly inventories for these specific companies were
available, it was necessary to use the inventory at a
given data rather than the average.” (Clearly enough,
conditions of hand-to-mouth buying might cause the
significance of inventory at a given date to be different
from what it is under forward buying conditions.) Stock
burden was then computed by converting this inventory
into a percentage of the average monthly sales of the
company. Though there was found to be much variation
among the eight companies, certain of them were found
to follow similar trends and were therefore grouped and
averaged instead of being considered separately. The
chart on page 256 presents averages of three companies
for the period 1915-1927 and of two other companies
for the period 1918-1928. The experience of the three

* Data are those published in Poor's and Moody’s Manuals.
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other companies for which only four or five years’ data
are available was not charted but is shown in the table
on page 257.

Stock BurbEN oF SHoOE MANUFACTURERS

(Inventory at a given date as a percentage of average monthly
sales for the year ending at that date)

1. AVERAGE FOR THREE COMPANIES, 1I. AVERAGE FOR TWO COMPANIES,
13 YEARS 11 YEARS

- r -

8
§

wJoot N0 %
x ~
L »
S
« R
a:m- 1 :200:
o 4 00
i
. U
IR ERER] R ERER]

The three companies for which 13 years’ dala are
avatlable show an average stock burden much lower be-
ginning with 1920 than for the five preceding years.
There was a slight upward trend in the average burden
from 1921 through 1926, with a deeline in 1927. The
average stock burden for this group in the pre-depres-
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sion period contrasts with that in the post-depression
period as follows:

1915-1920 ................. 384
1921-1927............ ... ... 304

The average of two companies reporting for a sertes
of eleven years shows a somewhat heavier stock burden
beginning in 1921 than for the three preceding years.
There was a marked trend toward heavier stock burden
from 1926 through 1925, Except for a rather wide
spread in 1919, when the stock burden of the Endicott
Johnson Corporation increased and that of the Inter-
national Shoe Company declined, the experiences of
these two companies have been almost identical.

The ratio of inventory to sales in this trade is strik-
ingly high when compared to some of the commodities
studied. This is, no doubt. in part accounted for by the
fact that the inventory statements are in most cases made
towards the close of the year, when shoe manufacturery’
inventories are typically near one of the seasonal peaks.

B. Gasoline and Pneumatic Tires

The tremendous increase in the production of gasoline
lends interest to the stock burden of that product.”™ Al-
though pneumatic tires are produced by a completely
distinet industry their association with gasoline in con-

7 Data are stocks of gasoline ready for sale held at refineries and
estimated consumption of refined gasoline as compiled by the U. 8.
Department of Commerce Bureau of Mines. Since June, 1923,
marketers’ stocks have been included, and consumption figures
since then take account of this change. Data for stocks (1917-1919)
and for shipments (1917-1923) were melishcd in the Standard
Daily Trade Service of April 21 and of January 21, 1924, re-
spectively.
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sumption permits of their being logically discussed in
the same paragraphs.

The stock burden for gasoline has been declining since
1925 ; that for pneumatic tires has tended toward an in-
crease in recent years. (See chart on this page.) The
declining stock burden for gasoline is significant in

Strock BURDEN FOR GAsOLINE AND FoR PNeumaTtic Times

(Monthly average of stocks for calendar year as a percentage of
average monthly shipments for 12 consecutive months,
beginning with July of the same year)e

I. GASOLINE 1. PNEUMATIC TIRES
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« For gasoline a figure for consumption, which approximates
shipments, is used instead of shipments.
view of the rapidity with which stocks have been ad-
vancing and the alarm which the industry has felt over
these increasing stocks. There was held in stock in 1925
enough gasoline for almost two months’ supply. In 1927
stocks averaged only a little more than enough for six
weeks’ needs. Up to 1925 the stock burden had advanced
from a low point in 1920. The 1923 and 1924 ratios
are almost the same as the 1925 ratio; the 1921 and
1922 ratios are as low as that of 1927, and the ratios
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for every year before 1921 are lower than that of 1927.
Thus while the stock burden situation in gasoline has
been improving during the last few years, it was in
1927 no lower than in 1921 and 1922, and not so low as
in still earlier years.

Data make it possible to measure the stock burden of
tires for a series of seven years.” The stock shipments
ratio of pneumatic tires increased from 1924 to 19286,
but dropped somewhat in 1927. (See chart on page
259.) The highest ratio of the series of years beginning
with 1921 was in 1923 ; the lowest in 1924. The manu-
facturers of tires carry, on the average, stocks for about
two months’ tire requirements.

It seems best to postpone general conclusions until the
end of chapter XIV when further evidence will have
been considered. Conclusions concerning the stock bur-
den of the specific commodities and industries discussed
have been made in each section.

® Data on pneumatie tires are compiled by the Rubber Asso-
ciation of America and represent over 75 per cent of the industry,
Stocks are those owned by factories whether they are held at
factories or elsewhere in the U. 8. Shipments represent only
domestic shipments to purchasers where a transfer of ownership
occurs.



CHAPTER XIII

STOCK BURDEN OF RAW MATERIALS

The preceding chapter was devoted to determining
whether the stock burden, with particular reference to
finished goods, has been increasing or decreasing. The
measurement was made by comparing stocks with vol-
ume of business done in various vears. In this chapter
attention is given to inventories of raw materials in the
hands of manufacturers. The question is, are those in-
ventories increasing or decreasing in relation to the re-
quirements of manufacture? Are they constituting a
greater or less stock burden for the manufacturer? It
i possible that even though the manufacturer is carry-
ing a lighter burden in finished goods, he has not es-
caped a heavier one in his raw materials storeroom.

To secure an answer to the question of stock burden
of raw materials, data were obtained from about 130
members of the National Association of Purchasing
Agents, scattered in various parts of the country, repre-
senting over 15 commodity groups, and buying a great
variety of materials." These purchasing agents reported

' This inquiry was made possible through the courtesy and co-
operation of Mr. G. A. Renard and Mr. B. W. Hall, of the National
Association of Purchasing Agents.

261
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their stock burden for a series of years by answering
the following question:

What was the average inventory of your company as a percentage
of the year's requirements in each of the following years:

1914 1918 1922 1924 1926 1928
Commodity........

Some companies reported on only one commodity,
some on more. The data as given in these returns ex-
pressed stock burden as a ratio of inventory to twelve
months’ requirements. Computations have been made
so that the stock burden as presented is the aver
age inventory expressed as a percentage of a month’s
requirements,

The reports showed great range of stock burden as
among different materials, among different companies
reporting on the same kinds of materials, and as among
the various years. In some cases it was reported that less
than 120 per cent of a month’s requirements was carried
as average inventory ; in some cases more than 900 per
cent was reported. Did the reports showing low stock
burden become a larger proportion of the replies covering
a given year as 1928 was approached? Or, as the years
from 1914 to 1928 were passed, did the reports more
commonly show that a larger supply of materials was
necessary in relation to manufacturing requirements?

To answer these questions, it was necessary to make
an appropriate classification of the replies on the basis
of stock burden reported. With stock burden defined as
above—to mean average inventory as a percentage of
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monthly requirements—the reports for each year were
sorted into the following stock burden classes:

Less than 120
120 to 240
240 to 360
360 to 480
480 to 600
600 to 900
900 or over

The number of reports in each class, being counted,
was expressed as a percentage of the total for the given
years, thus making it possible to compare one year’s
data with another.

The stock burden of materials shows a marked decline
during the last ten years. The table on this page shows
that an increasing number of cases fall into the low
burden classes as the vears pass.

NuMBER OF REPORTS SHOWING INDICATED  STOCK BURDEN

(As a percentage of the total number of reports for each year)

Stock Burden
(Averageinventory | 1914 | 1918 | 1922 | 1924 | 1926 | 1928
as 8 percentage of | (78 92 (115 (126 (131 (129

the r:("lfl'.‘:g;“f'l‘l&f‘)“"“ reports)[reports) freports) [reports) {reports) {reports)

less than 120...1 10 11 15 17 17 25
120 to 240 .. . 21 18 22 25 32 36
240 to 360.... .. 30 25 33 33 37 26
360 to 480...... 15 18 15 12 6 7
480 t0 600.... .. 5 8 4 3 1 0
600 to 900. ... .. 14 13 3 5 5 5
900 or over.. ... 5 7 8 5 2 1

The proportion of the eases in which a stock burden of
less than 120 was reported more than doubled from
1914 to 1928. While in every year from 1914 through
1926 a stock burden of from 240 to 360 is the one
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most commonly reported, in 1928 a stock burden of
from 120 to 240 has become the most common.

Reports of cases where stocks were 900 per cent or
more of a month’s requirements declined from 5 per cent
of the replies in 1914 to 1 per cent in 1928. They rep-
resented a larger proportion of the total, however, in
19138 and 1922 than in 1914.

The increasing proportion of reports showing a
smaller stock burden is strikingly brought out by ex-
pressing as a percentage of all the reports for the given
vears those showing a stock burden of less than 360 and
those giving a burden of 360 or more.

Stock Burden 1914 1918 1922 1924 1926 1928

Less than 360..... 61 54 70 75 86 87
360 or more...... 39 46 30 25 14 13

“ On the average ” American manufacturers are car-
rying a constantly diminishing burden of raw materials.
There were S8 returns which reported stock burden for
cach of the vears 1918, 1922, 1924, 1926, and 1928,
The average of these dropped steadily from 372 in 1918
to 216 in 1928. Averaging the ratios—stock burdens—
for each vear we have:®

1018, .. i e 372
1922 . . 314
1924, ... ..o 276
1926. ... ..o 240
1928....... o o 216

But have the changes discussed been brought about
by a great change in a small proportion of the cases, or

3 It must be noted that in this average small and large concerns
are given the same weight and that no account is taken of the fact
that some commodities are included more times than others. It is,
therefore, as stated merely an average of the ratios and not the
average stock burden for the concerns included.



RAW MATERIALS 265

is it true that in a large proportion of cases inventory
burden has been lightened? To answer this question,
the reports showing a decrease, no change, or an increase
in stock burden were counted. These counts, expressed
as a percentage of the total, were as follows:

1924 Compared 1928 Compared 1928 Compared

With 1914 with 1924 with 1914
Decrease .......... 50 47 64
No change ........ 41 44 29
Increase .......... 9 9 7

It appears that in over 60 per cent of the cases stock
burden decreased between 1914 and 1928. In nearly
half of them the burden decreased between 1924 and
1928. In each of the periods considered, less than 10 per
cent of the repo=ts show an inerease in stock burden.



CHAPTER X1V

STOCK BURDEN OF GOODS IN THE HANDS
OF MERCHANTS

In a preceding chapter the stock burden of pro-
ducers other than merchants was considered. The
method employed was to compare stocks with shipments,
apparent cousumption, or some other appropriate meas-
ure of volume of business. One way of determining the
stock burden is by an examination of stock turnover,
and in dealing with the stocks and sales of merchants
this method is the most convenient one to use.! If the
stock burden is lighter, this is shown by an increase in
turnover. Or, to put it the other way around, an in-
crease in turnover refleets a lessened stock burden--a
smaller proportion of inventories to sales. In the dis-
cussion that follows samples from wholesale and from
retail trade are considered.

I. STOCK BURDEN OF WHOLESALERS

Stock turnover figures in six major wholesale lines
were examined.’

* Annual stock turnover is commonly determined by dividing the
total cost of sales for the year by the average of the monthly in-
ventory taken at cost. A discussion of methods for determining
turnover and of app(l{yin it to various phases of business may be
found in any standard work on management, marketing, or
retailing.

*For the years 1923-1925 the turnover figures presented were
obtained from the Federal Reserve Board. For the years 1926-1927,

266
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In a considerable majority of trades the stock burden
of wholesalers has been decreasing. (See chart on
this page.) In some cases this is more marked than in
others, but in no instance is it revolutionary.

Stock TuRNOVER oF WHOLERALERS, 1923-1927 ¢
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The turnover in wholesale dry goods has been tending
upward. Every year since 1924 has shown an advanee,
The 1924 turnover was slightly less than that in 1923,
Although the total change is not great, there iz no
evidence here of added inventory burden.

they were cstimated on the basis of the turnover figure for 1925
and the data for stocks and shipments furnished by the Federal
Reserve Board. The method of estimating used was to convert the
stocks and shipments relative to a 1925 base: to multiply the new
shipments relative by the turnover of stocks in 1925 and divide this

bg the new stocks relative. Data for 1923 and 1924 were not avail-
able for furniture
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The stock turnover of boots and shoes in the whole-
sale trade has been increasing steadily since 1923.
Particularly sharp was the increase in 1926 and 1927.
From a low of 3.67 in 1923, a high of 4.96 was reached
in 1927, Of course these expressions of stock turnover
can easily be translated into the terms of stock burden
used in the preceding chapters. An annual stock turn-
over of four, for example, means that there has been on
hand an average inventory of one-quarter of the goods
sold during the vear. That is to say, there has been an
average inventory sufficient for three months’ sales. If
we think of stock burden as the percentage ratio of
average inventory to one month’s sales, it follows tbat,
stock equivalent to one month’s sales is a stock burden
of 100. Stock equivalent to three months’ sales is a
stock burden of 300. Thus a stock burden of 300 is
cqual to a turnover of four.' In terms of stock burden,
the low turnover of 3.67, reached in 1923, equals 327;
and the turnover of 4.96 reached in 1927 equals a stock
burden of 242. This conclusion checks very closely with
that reached in the study of stock burden for eight shoe
manufacturers as presented on pages 255-258.

The turnover of drugs at wholesale has increased al-
most uniformly during the past five years. The turnover

*The data collected by the Research Division of the Federal
Reserve Board, which were obtained for calculating this series,
include the sales of a considerable number of important manufac-
turers, as well as sales of wholesalers. It is probable that this series
could as justifiably be used to show the stock turnover of manu-
facturers as of wholesalers. For a discussion of the construction of
these data see Federal Reserve Bulletin, December, 1927, p. 820.

* A short cut to computing stock burden from annual turnover is
to divide 1200 by the stock turnover.
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in 1927 is 5.35 as compared with 4.69 in 1923. Here
is evidence of decreased rather than heavier inventory
burden.

The stock turnover of wholesale grocers declined from
1923 through 1926. This is evidence that wholesale
grocers have carried a heavier inventory burden since
1923. But if 1927 is an indication, this situation
is on the wav to improvement. It is worth noting
that in every vear the turnover is higher, which means
that the stock burden is lower, than in any of the other
wholesale trades considered. The turnover in the whole-
sale grocery trade showed no significant trend from
1916 to 1923.° although there are some sharp changes
from year to vear. From a turnover of 5.7 in 1916
there was a decline followed by a rise to 6.1 in 1920.
In 1921 the turnover was the lowest for the 1916-1923
series of vears. In 1922 it was the same as in 1916.

The hardware trade shows no significant change in
stock turnover during the period 1923-1927. There is
no evidenee that eurrent buving methods have affected
stock burden of hardware wholesalers. Turnover was
down in 1924, but higher in the last two years of the
period than in the others.

The stock turnover in the wholesale furniture trade
was higher in 1927 than in either of the two preceding

*Stock turnover data for wholesale groceries for 1916 to 1923 are
published in the Bulleting of the Harvard Bureau of Business Re-
search. While these figures make it possible to study the changes
from year to yvear for the period covered, the series must not be
compared directly to the series discussed in the preceding part of
the paragraph, as the data obtained by the Federl Reserve Board

ow continuously a higher turnover than the Harvard figures.
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. . . . .
years." So far as this short period gives any evidence,
it indicates that stock burden is decreasing.

II. STOCK BURDEN OF RETAILERS

The stock burden of retailers, as of wholesalers, is
best seen in terms of stock turnover. As in the latter
case, an increasing turnover means a decreasing in-
ventory in proportion to sales.

The evidence shows very little change in stock burden
of various retail lines. The stock turnover for retailers
of shoes, groceries, jewelry, and hardware for a series
of vears is presented in the chart on page 271

Studies in particular localities give some evidence
concerning the turnover of grocery retailers. In Colo-
rado, for example, grocery retailers’ stock turnover is
reported as shown in the chart on page 271.° A study of
stock turnover of retail grocery stores in Omaha and
Lincoln and in stores located elsewhere in Nebraska is
shown in the chart on page 271" The data from the

“In this trade, a¢ in boots and shoes, the data are heavily
weighted by the reports of manufacturers. The turnover is,
therefore, perhaps as representative of manufacturers’ as of whole-
salers’ experiences. (See footnote 3, p. 268)

*Data for shoes, 1912-1923. for groceries, 1914-1924, and for
jewelry, 1919-1927, are from Bulletins of the Harvard Bureau of
Business Research. Data for shoes, 1924-1926. compiled by the
National Shoe Retailers’ Association, were published in National
Footwear for August, 1925, June, 1926, and August, 1927. The 1925
turnover was reported as 18 in the 1926 issue and as 2.1 in the
1927 issue with no explanation of the change. Data for hardware,
1922-1927. are from The National Retail Hardware Association.

* Data are from Bulletins of the Bureau of Business and Govern-
ment Research of the University of Colorado.

*Data are from Bulletins of the Committee of Business Re-
search of the University of Nebraska.
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Stock TURNOVER IN Various REeTAIL LiNES®
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Nebraska study do not show improvement in the situa-
tion either for city or country dealers. Indeed, the trend
of turnover seems downward in both cases. It is interest-
ing to note, however, that stock burden in larger cities
i3 disclosed as being much smaller than in outside points.

The turnover in department stores ts increasing
slightly, thus evidencing a lessening stock burden.” (See
chart on page 273.) The vear 1920 was a bad year for
department stores with respect to turnover. Taking the
['nited States as a whole, the rate was only 3.05. Tt
was 1925 before the turnover for the whole United
States was again as high as it had been in 1919, After
1925 the turnover continued to inerease through 1928,
when it reached 3.67. Each of the last four vears (1925-
1928) has been better than any of the six (1919-1924)
that preceded.

The variations among several distriets are interest-
ing. The New York distriet shows an unbroken upward
trend of stock turnover from 1920 through 1928, Dallas
and Boston show similar upward trends, but each of
these is broken by the turnover in 1921, which was
higher than in 1922, The San Francisco district shows
an upward trend from 1920 through 1928, broken only
by the turnover in 1924, which was lower than in 1923,

* Basic data for 1919-1924 are from the Federnl Reserve Bullctin
for May, 1925, p. 332; and for 1925-1928 are from mimeographed
releases of the Federal Reserve Board on the subject of retail
trade. The number of stores reporting has increased from about
300 in the earlier years to about 650 in Inter years., As these data
are not compurable throughout the serics, n chain relative was
computed, using the actual turnover in 1928 as the base figure.
Six Federal Reserve districts were considered separately to deter-
mine possible differences in different parts of tﬁo country. Data
for Dallas and Atlanta are not available for 1919.
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Atlanta is unique in that it shows a declining turnover
from 1925 through 1928, with 1928 showing the lowest
rate in the whole serics of nine years. The Boston and
Stock TURNOVER OF IDEPARTMENT STORES IN SPECIFIED FEDERAL
Reserve DisTrICTS ¢
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New York districts show higher turnover in every year

than does the United States as a whole. Fach of the

other four districts considered (except Cleveland, in

1923) is lower in cach yvear than is the average for the

United States. In fact, the highest turnover ever at-
19
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tained in the San Francisco district (3.04 in 1928) is
lower than the lowest turnover in the United States as
a whole (3.03 in 1920).

Considering all the evidence on retail stock turnover,
it is clear that while there has been some improvement,
chiefly in department stores, the stock burden for re-
tailers shows very little indication of current improve-
ment.

A general conclusion on stock burden. The general
conclusions that ean be drawn as to stock burden vary
somewhat with the nature of the industry considered.
American production as a whole may be divided into
two classes so far as stock burden is concerned. In
agriculture, in many industries definitelv related to
agriculture, and in some others the economies of seasonal
production make large stocks unavoidable. Tn many
lines of manufacture, stocks can be reduced by improved
practice in manufacturing, selling, and in purchasing.
Obviously in wholesaling and retailing the buying
policy of the merchant may be a dominant factor.

There is evidence showing that a larger burden of
the stocks of agricultural products has been carried by
the farmer since 1921 than for the period between the
outbreak of the war in Europe and that date. Of canned
foods, sugar, and cheese, all immediately dependent
upon seasonal production, the manufacturer or storer
has in recent years been carrying a heavier stock burden
than formerly. In such products where the burden must
be borne by someone, there has bheen, in other words,
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a tendency to kecp an increased part of it at the point
of first or early incidence.

The other industries studied, however, give no reason
for concluding that in general manufacturers are, com-
pared with those to whom they sell, worse off in
the matter of stock burden than they were a number
of years ago. A fully satisfactory opinion on this
point would require a more complete comparison of the
present and the past division of burden among succes-
sive participants in many industries than has been made.
Yet it 18 significant that the evidence shows only a slight
lessening in the stock burden of retailers and somewhat
more lightening of the burden carried by wholesalers
and, omitting the building trades. more cases of de-
creased than inereased burden among manufacturers.
From such observations it seems a reasonably safe con-
clusion that where the conditions of production make
it possible to control stocks, current buying methods
have shifted no new load to manufacturers or whole-
salers generally and thate on the contrary, either by
adjusting their production to these methods or by revis-
ing their own purchasing practices, or both, they have
in many cases deereased the stock burden earried.

There is indication in these facts that American in-
dustry as a whole is doing its business with a consid-
erable tendenev towards smaller proportionate invest-
ment in stocks of raw materials and finished goods.
Excepting, of course, the seasonally produced products
and the building industry. which constantly injects
itself as an exception in this study of stock burden, the
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weight of evidence points in that direction. Retailers
have made some improvement; wholesalers some gain;
and manufacturers an improvement in more cases than
otherwise, particularly in their stocks of raw materials.
The effects of this situation and of its possible con-
tinuance are worth careful consideration. To the degree
that the stock burden of raw materials and of finished
goods has been lightened in the period since 1920, our
national business has been carried on with less money
invested in proportion to the amount of business being
done. It is quite probable that this has contributed to
the “ plethora of funds,” the low interest rates, and the
credit freely available for instalment buying and specu-
lation. These trends tend also to shift the purposes for
which and the points at which funds are most needed.
If farmers or canners of food products, for example, are
required to carry a larger part of their products for a
longer period than before, short term credit will be
needed by them to a greater degree than formerly, and
facilities will be required for making it intelligently
available. Tf the releasing of funds from the stocks of
industry permanently affects prices of securities, impor-
tant stock exchange centers will become increasingly
important as banking centers. It may easily be that
such trends will give a new importance to certain types
of borrowers, to certain horrowing areas, and to certain
money markets.
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CHAPTER XV

IS THE FLOW OF ORDERS BECOMING
MORE STABLE?

Chapter II was in part devoted to pointing out that
our method of specialized production’results in a flow
of partly finished goods from unit to unit of the produe-
tion mechanism. Tt was shown that this flow is in consid-
erable part controlled by a flow of orders. The two
together constitute what we call trade. The question is
now raised whether current methods of buying—current
trade practices—are resulting in an improved stability
of trade. The flow of orders and the flow of goods will
have separate consideration. The flow of orders which
controls the flow of goods may, like a stream, vary in
the uniformity of its current. During a given year
commitments may be given from month to month with
little variation; in another yvear they may flood through
the channels of trade in one month, and in another drop
to a listless rivulet.

The purpose of this chapter is to consider whether
the flow of orders is becoming more or less uniform.
This question raises a preliminary one: How can the
uniformity of the flow be measured ¢

279
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1. A METHOD OF MEASURING RELATIVE
STABILITY OF FLOW

The method used in this study for measuring the
uniformity of flow of orders is one with which statisti-
cians are entirely familiar." 1t is known as determining
the average percentage deviation from the arithmetic
mean. Lay readers, however, may welcome the follow-
ing brief explanation of the steps involved in the calcula-
tion. First the arithmetic average of the series is ob-
tained; and the difference between each item of the
series and this average is secured. These differences are
then averaged without regard to whether they are above
or below the mean, and the result thus obtained is ex-
pressed as a percentage of the arithmetic average of
the series.

The use of this method in measuring uniformity of
flow of orders, can be readily seen from a specific exam-
ple. A\ company, for example, receives orders in two
consecutive years as follows (in thousands of dollars):

Month 1920 1921
January .... .. ...l 64 12
February .. .................... 33 14
March .............. .. .. ...... 38 24
April ... ... 37 27

BY . iet e e e e 35 25
June ... 22 23
July .. 25 24
August .. .. ........ ..o 28 25
September .............. ... ... 18 28
October ....... .. .. ........ ... 10 32
November .............. .. ..... 5 33
December ........ ............... 3 15

' The same method is used in subsequent discussions to measure
the uniformity of the flow of goods, the uniformity of stocks held,
and the uniformity of production.
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The arithmetic average of these for each year is:

1920 1921
26 5 23.5

The deviations of the monthly data from their re-
spective averages are:

Month 1920 1921
January ....... o0 oo L 375 115
February ..................... 6.5 95
March ...... e 115 05
April Lo o 105 35
May ...ttt 85 15
June ... ...l Ll L 45 05
July ... 15 05
August ...l el 15 ‘15
September .... .. .. ... ..., 85 40
October ....... .. ... ......... 16.5 9.0
November .................... 215 9.5
December ................. ... 235 85

The average of these deviations for each year is:
1920 1921
12.7 50

The average of the deviations expressed as a per-
centage of the average monthly value of orders received
for each yearis:*

1920 1921
47.8 21.1

Finally, these ** average percentage deviations ” may
be charted so that a visual comparison of the flow of
orders in one year may be made with that for another,
and the uniformity of flow can readily be seen. If this
method of measuring uniformity is applied to the orders
received for a series of years, the variability of the
flow of orders for the different years may be compared

*If one had more or less frequent data the method would be
the same.
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with one another. If the same method is applied to
several commodities, the uniformity of flow of orders
of any one commodity may be compared with that of
others.

While average percentage deviation is under ordinary
business conditions a satisfactory measure of seasonal
movement, it becomes much less satisfactory where therc
are violent changes which cannot be ascribed to ordinary
seasonal influences. In succeeding chapters it is oc-
casionally remarked that the deviations for certain years
are not to be taken too seriously. In those cases it is
usually such an influence as here noted that causes the

difficulty.

There are certain industries in which the placing of
an order for a given unit of goods takes place coin-
cident with or, at most, only slightly before, the goods
themselves move. The marketing of wheat by the farmer
and by the country buyer furnishes an example. *“ ('ash
and carry ” retail selling is an even better case. It has
seemed best in this chapter, therefore, not to consider
the flow of orders in such types of industry.

For this study of orders it was possible in some cases
to obtain compiled data for certain commodities and in
others to secure statistics for individual companies.
The two types of data are considered sceparately.

*The sale of certain products wherc orders and goods move
almost aimultnneouslg receives consideration on pp. 301-303, 308-
311, 336-342, where the flow of goods is discusamf and these sec-
tions may be referred to as examples of the flow of orders for
such products.
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II. VARIATION AND STABILIZATION IN SEVERAL
INDUSTRIES

By means of the method explained in the preceding
section, the flow of orders in a number of industries has
been measured and the results set forth in the chart
on page 28+. The industries studied have been classed
into four groups: iron and steel, represented by mer-
chant pig iron, fabricated structural steel, steel sheets,
steel castings, and steel furniture; the building in-
dustries, represented by building contracts awarded,
oak flooring, southern pine, and cnameled ware baths:
the textile industries, represented by finished cotton
goods, hosiery, and knit underwear; and furniture,
represented by the orders of one large manufacturers’
association.’

‘Data are orders received by the manufacturers of the goods in
question for steel eastings (in tons), representing about 80 per cent
of the industry ; for steel furniture (* business group.” in dollars),
representing all of the industry; for cnameled ware baths (in
number of pieces), representing 100 per cent of the industry; and
for hosiery (in number of pairs), representing 44 per cent of the
industry, all compiled by the U. S. Department of Commerce,
Bureau of the Census; for merchant pig iron (in tons), represent-
ing about 90 per cent of the production in strictlv merchant
furnaces, compiled by the American Pig Iron Association. and pub-
lished in the * Metals and Machinery Section ” of the Record Book
of Business Statistics; for fabricated structural steel (in tons),
compiled first by the Bridge Builders and Structural Society and
later by the U, S. Department of Commerce, Bureau of the Censue;
for steel sheets (in tons) representing almost all of the independent
steel sheet. manufacturers, compiled by the National Association of
Flat Rolled Steel Manufacturers; for oak flooring (in board feet).
representing 90 per cent of the industry, compiled by the Oak
Flooring Manufacturers’ Association: for southern pine (in board
feet), compiled by the Southern Pine Association:; for finished
cotton goods (gray vardage). compiled by the National Associa-
tion of Finishers of Cotton Fabrics; for knit underwear (in num-
ber of garments). representing about 61 per cent of the industry,
compiled by the U. 8. Department of Commerce. Bureau of the
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THE FLow oF ORDERS IN SPECIFIED INDUSTRIES

(Average percentage deviation of monthly orders from the arith-
metic mean for the given calendar year)

I. IRON AND STEEL
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In every industry group studied there is strong evi-
dence of improvement in the stability of the flow of
orders since 1919 or 1920. This improvement is most
striking in the building industry, every sample showing
a decided improvement during the period. In four out
of five of the steel samples the gain in stability is also
considerable. In the textile industry two of the three
samples show a materially improved stabilization of
flow. There is also decisive improvement shown in the
furniture sample.

The increasing stability since 1919 or 1920 has by no
means been continuous in every industry. Disregarding
the industry groupings and examining each sample, it
will be seen that in a number of cases there occurred an
inerease in uniformity, followed by an increase in vari-
ation and then again an increase in uniformity. The
years 1923 and 1924 are those which most frequently
interrupted the trend toward improving stability. In ten
of the thirteen samples the deviations in 1923 or in 1924
or in both vears were higher than in the years immedi-
ately preceding or following. Striking examples are or-
ders for knit underwear, the flow of which in 1923 was
more erratic than that in any other vear of the series.
and orders for merchant pig iron, in which 1923 was the
peak of a scries of three years during which the flow had
been growing less uniform.

Census, and by the Associated Knit Underwear Manufacturers of
America; for building contracts awarded (in dollars). published
in the F. W. Dodge Corporation Building Statistics monthly; and
for furniture (in dollars), furnished by one association. In each
case, except where otherwise specified, these data are published in
the Survey of Current Business.
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In certain commodities, of which knit nnderwear is
a good example, the trend towards stability is more con-
tinuous since 1923 or 1924 than since 1919 or 1920.

The flow of orders was better stabilized in the years
1925-1928 than in any other period for which data are
available. For eight of the thirteen samples considered,

Orbers RECEIVED BY MoNTHs, SouTnHerN Ping, 1919-1928

LIONS OF B0ARD FEEY N MILLIONS OF BoARO Fw
. R Pl G A anie

-
|
1

] | SR SN TS S

I e R e e

the percentage deviations in the years 1925-1928 aver-
age lower than the percentage deviations in any preeed-
ing year for the same commodity. This conclusion gives
support to the widely accepted idea that business has
been running on an even keel for the past few years.
Details with regard to the increased uniformity in the
period 1925-1928 are disclosed by an examination of the
actual movement of the new orders placed each month.
As new orders for southern pine furnish a good example,
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the monthly data are shown in the chart on page 286. It
will be seen that the high peaks of 1919, 1921, 1922, and
1923 disappear in the later years, and a comparatively
uniform flow appears. In other words, the one or two
annual peaks and valleys of those earlier years give way
to three or four small peaks and valleys in each of the
later years. The same phenomenon occurred in new
orders for knit underwear. The years 1921, 1922, and
1923 and, to some cxtent, 1924 show high peaks and
low valleys, apparently at definite seasons. In the years
1925-1928 these peaks and vallevs have virtually dis-
appeared, and a series of smaller ups and downs have
succeeded them.

A similar though different tyvpe of change was found
in the new orders for enameled ware baths and for cer-
tain of the steel products. In these cases a fairly definite
seasonal movement seems to have taken the place of a
swing extending over two or three vears. Steel fur-
niture is the only one of the steel produets considered
which does not show this change.

The flow of orders was often (in seven of the eleven
samples showing 1928 data) less uniform in 1928 than
in 1927, in fact less uniform than an average of the
three preceding years. There is, of course, no possible
way to judge whether this indicates that these industries
are entering an era of less regular placing of orders or
whether this is only a slight step out of the trend toward
a more even flow. Tn three of the scven cases showing
1928 less uniform than 1925-1927 there is a trend to-
ward less uniformity from 1925 or 1926 through 1928.
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In eight of the twelve products for which 1927 data
are available, the flow is less stable in 1927 than in 1926.
In general the year 1926 may be said to be a year of no
change when compared with 1925. Not only arc vari-
ations, where they occur, very slight; but for the thir-
teen products studied, six products show increased sta-
bility, five show decreased stability, and two show no
change.

THE Frow oF ORDERS IN PRE-WaR AND PosT™~War YEArs

(Average percentage deviation of monthly orders from the arith-
metic mean for the given calendar year)

1. FABRICATED STRUCTURAL STEEL II. OAK FLOORING

PERCENTISE DEVIATION

191,
”.
92

The flow of order data in lwo of the industries studied
make possible a pre-war and post-war comparisen. (See
chart on this page.) The two products concerned are
fabricated structural steel, for which the flow of new
orders is measured from 1909 through 1928, and oak
flooring for which new order data were obtained begin-
ning with 1912. In the period 1909-1919 there seems
to be a definite cyclical movement in the regularity with
which orders for structural steel were secured. Since
1919 there has been a fairly consistent trend toward
greater uniformity, and a greater stability has been
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reached in each of the last five years than in any earlier
year except 1912. New orders for oak flooring, on the
other hand, do not show so definite a cyclical movement.
There was a period, 1912-1915, in which the variation,
although considerable, was about the same in one year as
in another. The year 1916 shows the most uniform
flow of the series. From 1917 through 1921 there was
very great variation both in the flow of orders within
each year, and in the stability in one year as compared
with another. Since 1921 the flow has been comparable
to the period before 1916, but has been slightly less
stable in this later period than in the earlier one.

III. THE FIOW OF ORDERS TO PARTICULAR
COMPANIES

Since such industry figures as we have been studying
necessarily conceal the experiences of individual con-
cerns, it is worth while to examine the flow of orders to
certain specific companies. Three cases will be used:
a blanket manufacturer, a food manufacturer—whose
orders for canned pork and beans and for canned spa-
ghetti have been obtained—and a leading steel company.*

The individual companies have had varied experi-
ences with the flow of orders, and one company has had
different experiences with different products. The busi-
ness of a blanket manufacturing company came to it
with increasing regularity from 1923 through 1926.

*In each case the data were furnished by officers of the com-
pany who asked that the name of their company be not used.

20
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(See chart on page 291.) A study of the monthly data
shows that the seasonal ordcering so pronounced in the
carlier years had almost disappeared in 1926.

In examining the charts showing the flow of orders
received by a single large food manufacturing company,
worth noticing is the much greater variation in the or-
ders received for pork and beans than in orders received
for spaghetti. (See chart on page 291.) .\ study of the
monthly distribution of orders through each year shows
changes in the scasonality of these orders which are
surprising when one considers the fact that they are for
staple food products. Striking is the uneven flow of this
company’s orders when compared with those of the manu-
facturer of blankets, a seasonally consumed product.

The steel manufacturing company studied has re-
ceived orders in a much more uniform flow during each
of the consccutive years 1926, 1927, and 1928 than in
any other year of the series which begins in 1913, (See
chart on page 291.) While this uniformity was closely
approached in 1922 and almost equalled in 1913, it was
never before continued for more than one year.

Striking as is the degree of stability for the period
1926-1928, one is inclined to doubt the probability of its
continuance for any great length of time. While the flow
of orders in 1927 and in 1928 was more stable than in
any year before 1926, it was less stable in each of these
years than in the year just preceding. Although order
flow was most irregular in 1921, it was also very irregu-
lar in the years 1914 and 1919.
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ORrbkrSs RECEIVED BY A BLANKET MAN UFACTURER, 1923-1927

(Average pereentage deviation of monthly orders from the arith-
metic mean for the given calendar year)
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OroeRs RECEIVED BY A Foob MaxuracrvrinGg CoMpPANY

(Average pereentage deviation of monthly orders from the arith-
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A general view of all the data leads clearly to the con-
clusion that business as represented by the uniformity
of the flow of orders through the year has tended towards
a greater degree of stability since 1919 and 1920. Such
a general conclusion, however, needs certain specific
modifications: the trend towards stability was seriously
disturbed in 1923 and 1924—apparently by the boom
in business—and movement shows great variations from
industry to industry and business to business; in general
the years 1925, 1926, and 1927 have been years of re-
markably even flow, with 1927 somewhat less uniform
than 1925 and 1926. The meager evidence that is avail-
able suggests that the present stability is comparable to
the pre-war situation, but that we have reached in the
past three years a greater uniformity of order flow than
existed prior to the war. In other words, there is some
reason to believe that the change since 1919 and 1920
has been a “ back to normalcy ” movement in the sense
that pre-war conditions were “ normal.” But we have,
in the uniformity of order distribution, perhaps sur-
passed in the last few vears the condition which existed
before the war.



CHAPTER XVI
THE FLOW OF GOODS: EARLY STAGES

A second aspect of trade is the flow of goods. Is this
phase of trade becoming more stable? The uniformity
of the flow of goods is of far more practical significance
than the uniformity of the flow of orders, as it reflects
much more directly the regularity of employment, the
investment of liquid capital, and the utilization of
many types of equipment. One might imagine an ideal
flow of trade to be one with no deviation whatsoever;
one which moved with the same volume every month,
week, or day. Such a movement would be in conformity
with a steady production, a minimum of stocks, and
uniform inventory. But such a uniform movement of
goods is by no means ideal in view of the production
methods which we actually employ. It may be more
economical to move iron ore when the lakes are open
than to do so when they are ice-bound, even though this
lack of stability involves a cost for storage, a shut-down
of production, and a shift of employment. Nor is such
an extreme case the only instance in which more may
be said against complete stability than for it. Nature
makes unduly expensive anything but seasonal produc-
tion of many types of goods, and where there is seasonal
production there are usually found reasons for more or
less seasonal shipments. Seasonal consumption also
argues for irregular trade movement. Almost every

203
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manufacturer, even if not directly atfected by these
forces, finds them reflected in the flow of shipments
desired by his customers or urged by those from whom
lie buys. Thus some deviation from a uniform flow may
be expected in every industry.

In this chapter attention is given to the tlow of goods
in comparatively early stages of production and in
general in groups of related commodities. In the next
chapter the flow on to the consumer is considered. We
shall begin by making a very general measurement of
the flow of goods through trade and then study the
movement in a considerable number of important in-
dustries. The method used is the same as that employved
in measuring the flow of orders. (For explanation of
method, see page 280.)

I. THE FLOW OF GOODS IN TRADE GENERALLY

A general picture of changes in the flow of goods is
afforded by a study of changes in the number of tons
of freight reccived for shipment by the railroads. As
goods move out of the manufacturer’s shipping room,
or the wholesaler’s warchouse, they go to some trans-
portation agency, most commonly to the railroad. The
irregularity of this movement can be measured (as the
flow of orders was measured), thus providing a com-
posite view of the stability of the flow of all goods
shipped.

A composite picture of the flow of goods shows con-
siderable variation and little consistenl trend during
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the eight years studied.! (Sce chart on this page.) Be-
tween 1920 and 1927 stability gains, loses, improves,
loses, and improves again. In 1927 the situation is at
its best; in 1922 it is at its worst. 1f one had viewed
this picture at the end of 1924, he would have been
Justified in the belief that American trade was being
rapidly stabilized: at the end of 1926 he would have
felt that irregularity was gaining ground. With 1927
data in the scene, it appears that general conclusions

Tus Frow or Goops ThHrovcHouvT THE UNITED STATES, 1920-1927
(Measured by tons of revenue freight originating on Class I rail-
ways—average percentage deviation of quarterly data from
the arithmetic mean for the given calendar yvear)

PERCENTAGE
DEviaTion
NOIIVIAN]
FOVUNIONIS

g ¥ ¥ ¥ 2 ¥ @

nmust be withheld-—at least until studies of particular
products have been made. To such studies we may,
then, proceed.

Shipment figures representing the tlow of goods have
been seceured from a broad range of industries.” A
majority of these have been elassed into six industry
groups; others are considered without grouping; and
two are grouped as services.

! Data are tons of revenue freight (both carload and less than
carload) originating on Class I steam railways, by quarters, as
compiled by the Interstate Commerce Commission and published
in its Quarterly Report on “ Freight Commodity Statistics.”

Sources of data will be indicated as each industry group is dis-
cussed. Carload shipments are those published in the Quarterly
Report of the Interstate Commerce Commission, “ Freight Com-
modity Statistics of Class I Steam Railways in the United States.”
All other data are published in the Survey of Current Business
unless otherwise specified.



296 HAND-TO-MOUTH BUYING
II. IRON AND STEEL

The iron and steel industry group includes iron ore
shipments from upper lake ports; shipments of iron
originating on Class T steam railways; and shipments
of merchant pig iron, steel sheets, steel barrels, fabri-
cated structural steel, and rolled and finished steel prod-
ucts from factories.’

There has been a new stability in iron and steel ship-
ments since 1922. (See chart on page 297.) Every
iron or steel commodity for which there are data ex-
hibited a more irregular flow of trade in 1921 or in 1922
than it has in any year since. It cannot be said that
there has been a steady trend toward greater stability
since 1922, nor has the movement been similar among
the various commodities. The year 1924 was one of
noticeably increased deviation in six of the eight
samples.

In four of the six cases where the data precede 1921,
strong suspicion is cast on the newness of the * new”’

* Data are iron ore “ shipments from mines” (in tons) represent-
ing 85 per cent of the industry as compiled by the Lake Superior
Iron Ore Association; tons of carload traffic in pig and bloom iron
and in bar, sheet, and structural iron and iron pipe originating on
Class I steam railways; shipments of merchant pig iron (in tons)
representing about 90 per cent of the Eroduct.ion of strictly mer-
chant furnaces, compiled by the Merchant Pig Iron Association
published in the “ Metals and Machinery Section” of the Re
Book of Bustness Statistics; shipments of almost all independent
manufacturers of steel sheets (in tons), compiled by the National
Association of Flat Rolled Steel Manufacturers; shipments of steel
barrels (in number of barrels) compiled by the U. 8. Department of
Commerce, Bureau of the Census; shipments of fabricated struc-
tural steel (in tons), oo%piled by the Bridge Builders and Strue-
tural Society and by the U. 8. rtment of Commerce, Bureau of

the Census; and shipments of rolled and finished steel products by
one large steel manufacturing company.
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Tar FLow or IroN AND Steen SHIPMENTS

(Average percentage deviation of monthly or quarterly shipments
from the arithmetic mean for the given calendar year)
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stability. Indeed, for iron ore, where the data begin in
1910, there is no significant change from the years
which precede to those which follow 1921 and 1922
Even in the case of rolled and finished steel produets,
the period from 1913 to 1920 shows only slightly greater
irregularity of monthly movement than does the period
1922 to 192K,

III. NON-FERROUS METALS

Refined copper, tin, and zine ore are the three non-
ferrous metals represented by samples.’ Fortunately,
data for tin deliveries and ziue ore shipments were
obtainable for a series of 20 vears. Refined copper data
cover nine years beginning with 1920.

In each sample of the non-ferrous metals there has
been an improved stability during a series of recenl
years. (Sce chart on page 299.) .\t first glance the
chart gives an impression of downward trend, which is
quite justified in the case of refined copper but has little,
if any, justification in the case of tin. The point at
which this apparent trend toward greater stabilization
begins, differs for the three industries. The year of

*The year 1914, a depression year, is an exception. It must be
remembered that iron ore shipments are forcibly regulated by
natural conditions regardless of trade wishes and requirements, and
therefore do not reflect trude practices as well as do the more
highly fabricated samples.

* Data arc tin deliveries (in tons) from port warchouses in New
York, compiled by the New York Metal Exchange; zinc ore
shipments (in tons) from Joplin District mines, compiled by the
Joplin Globe; and refined copper shipments (in tons) from twelve

refineries in North and South America, furnished by the American
Burcau of Metal Statistics.
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greatest deviation was 1919 for tin; 1920 for refined
copper; and 1922 for zine ore shipments. Zinc ore
shipments hecame incereasingly more irregular from
"Dl”» through 1922, with the exception of a single year

degre of stabilization nnequalled in any carlier vear
was attained in 1926, Nevertheless, the evidence does
not justify the conclusion that zine ore shipments have
arrived at a new degree of stabilityv. Indeed, in 1927

The Frow or SHIPMENTS oF NoN-FErrous METALS

(Average percentage deviation of monthly shipments from the
arithmetic mean for the given calendar vear)
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and in 1928 the deviations were greater than the average
for the whole period. Tin deliveries were more stable
in 1925 and in 1927 than in any carlier years. In faet,
the continued uniformity of tin movements suggests that
possibly a new era has been reached in handling this
metal. The uniformity of flow from 1909 to 1914 keeps
one from being too certain of this conelusion, however.
The improving stability of refined copper movements
suggests the same conclugion, though no comparison
with pre-war data is possible.
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IV. TEXTILES

The textile industry is represented by a variety of
samples, which reflect conditions in various types of
textile businesses handling the product at various stages
of fabrication." Receipts of domestic raw wool at Boston
furnish a picture of the flow of that commodity from
Jocal points to the most important wool market in the
United States. Data on raw cotton marketings by
farmers make it possible to observe the way in which
that commodity moves from farms for a long scries of
years. Shipments of raw silk from warchouses show the
flow of this material to mills. Manufactured goods are
represented by shipments from factories of finished
cotton goods, work clothing, knit underwear, and
bosiery. To these are added the shipments of a single
manufacturer of blankets.’

%It has seemed advantageous to include in this group such
materials as raw wool, raw cotton, and raw silk even though they
are not, strictly speaking, textiles. .

' Data are receipts of raw wool at Boston (in pounds) represent-
ing about one-half of the domestic wool clip, compiled by the
Boston Chamber of Commerce and the Boston Grain and Flour
Exchange; the marketings of raw cotton by farmers, compiled by
the U. 8. Department of Agriculture, Bureau of Agricultural
Economics, from a moderate number of reports to inquiries sent to
farmers July 1, of each year; movement of raw silk from ware-
houses in New York City to mills (in bales), compiled by the 8ilk
Association of America; shipments of finished cotton goods (in
cases) covering work done outside of regular textile mills, com-
piled by the National Association of Finishers of Cotton Fabrics;
shipments of work clothing (in number of garments) from 158
establishments, and shipments of hosiery (in number of pairs)
representing about 44 per cent of the industry, both compiled by
the U. 8. Department of Commerce, Bureau of the Census; ship-
ments of knit underwear (in number of garments) resenting
about 61 per cent of the industry compileg by the U. 8. Depart-
ment of Commerce, Bureau of the Census, and by the Associated
Knit Underwear Manufacturers of America; and shipments of
blankets (in number of pieces) furnished by one company.
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" Vartations tn the flow of raw wool, raw cotton, and
raw silk are mot consistent. (See chart on this page.)
Both raw wool and raw cotton show considerable varia-
tion between different years of the period of two decades
for which data are available. There is a series of years
between 1920-21 and 1923-24 when cotton marketing be-
comes steadily more irregular.’ During this period, in
fact from 1918 to 1924, receipts of wool have been stead-

Tue Frow or SHIPMENTS oF Raw WoorL, Raw CorToN, AND
Raw SiLk

(Average percentage deviation of monthly shipments from the
arithmetic mean for the given year)
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ily increasing in stability. Beginning in 1918 there came
a long series of years in which wool was sent to market
with increasing uniformity throughout the year. That
trend toward greater stability was sharply upset in 1925
and was only partially regained in 1926, while in 1927
and 1928 the movement was the most irregular of any
two consecutive ycars in the series. Cotton, on the other
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* Deviations of cotton marketings were calculated for the crop
year beginning August 1.
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hand, shows in the years following 1923-24 a tendency
toward somewhat less seasonal shipments, though scason-
ality increased slightly in 1927-28 as compared with the
year just preceding. Prior to 1914 the flow of shipments
of both raw cotton and raw wool varied very little from
vear to year. The deviations for both commodities were
higher in those years than they have been for many sue-
ceeding vears, and averaged higher for cotton than they
have for any vear sinee, exeept 1923-24 and 1924-25.

A study of shipments by months was made to discover
kow shipments were spread throngh the vears of low
deviation. In the yvear 1920-21, for example, we find
comparatively low shipments of cotton immediately
following the harvest and relatively high shipments
during the following spring. Indeed, in Mareh, April,
and May, shipments were steadily inereasing, whereas
they are customarily deelining rapidly during those
months.

Sweeping statements on the stability of flow of raw
cotton and raw wool are not justified. For these com-
modities one may only conclude in general that, while
there are many years of improved stability, a steady
trend is not discernible, and the variation from year
to vear is in many cases great.

Shipments of raw silk to mills show a steady trend
toward greater stability from 1920 through 1928.
There is a slight exception to the completeness of the
trend in the last two years, as in 1926 an unusual drop
of shipments in the spring cansed considerable ir-
regularity in the year’s flow. The degree of stability
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attained in 1925 was, however, almost regained in 1927
and 1928, This movement of raw silk strongly suggests
a greater evenness of purchase and production by mills
using the material.

The weight of evidence shows a tendency toward
greater instabilily in shipments of textile manufactures
since 19.25.° (Sce chart on this page.) In the four
textile industries examined, two show increasing va-
riations in the flow of goods in 1926, 1927, and 1928.

Tue Frow or SHIPMENTS oF TEXTILE MANUFACTURES

(Average percentage deviation of monthly shipments from the
arithmetic mean for the given calendar year)

1 \ BLANKET 11, FINISUFD I RNIT UNDER- IV, WORK

MANU FACTURER COTTON GOODR WFAR CLOTHING V. HOSIERY

60 . 60
§ | | 1 ] [ 3
3 D ' o ]
X i i i VL “o}
| | O N .
20 P i J ' 208
3 ’ | ! ! N T3
fo , llklllgm L [Iu!l!g Il Lop .8

) 3 3 ¥yey S8 LR

In finished cotton goods and in knit underwear, while
there was inereased instability in 1927, in 1928 ship-
ments were again more stable. In every instance there
is evidenee of improvement in the stability of trade for
some years preeeding 1926, In finished cotton goods
the improvement was steady from 1923 through 1926;
in knit underwear, from 1921 to 1923. The data for
work clothing and hosiery make it possible to deter-
mine only that there was an improvement from 1024
to 1925.

* As may be seen by the chart on this page, however, the ship-
ments of one blanket manufacturer steadily increased in regularity
from 1924 to 1927.
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A prevalent notion is discredited by a study of the
monthly shipments of hosiery. There is an accepted
idea that seasons for hosiery have been practically
eliminated during the past year or two. The flow of
this product was most uniform in 1925, and the detailed
data show that in that year there was far less seasonal
movement than in the year preceding or in the years
which have followed. ITosiery in 1926, 1927 and 1928,
in spite of the increasing number of styles and in spite
of the improved methods of manufacturers’ control in

THE Frow or SHIPMENTS oF CATTLE AND CALVES, 1900-1928

(Average percentage deviation of monthly shipments from the
arithmetic mean for the given calendar year)
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that industry (see page 412);, beeame a product of
greater seasonal shipment than it had been in the two
vears preceding.

V. FOOD PRODUCTS

Food products are represented by some 23 samples
which may readily be classified into several groups. The
flow of food products through the channels of trade is
represented by the receipts of cattle and calves at four
principal markets, the apparent consumption of pork
products and of beef products, the meat shipments of
packers to their branches, the carload shipments of



THE FLOW OF GOODS 305

fresh meats and of other packing house products, wheat
shipments from primary markets, carload shipments of
flour and meal, rice receipts at mills, fluid milk receipts
in New York, receipts of poultry at four principal
markets, receipts of eggs at five principal markets, ap-
parent consumption of butter and of cheese, shipments
of refined sugar from refineries, carload shipments of
salt; carload shipments of all kinds of canned goods,
and sales of six classes of canned food products.”

* Data are apparent consumption (in pounds) of pork products
and of beef products, of butter, and of cheese; receipts at Boston,
New York, Philadelphia, and Chicago (in pounds) of poultry;
and receipts at Boston. New York. Philadelphia, Chicago, and San
Francisco (in cases) of eggs—all compiled by the U. S. Department
of Agriculture, Bureau of Agricultural Economics, and published
in the U. S. Department of Agriculture Yearbook ; tons of carload
shipments of fresh meats, of other packing house products, of flour
and meal, of salt, and of all kinds of canned goods originating on
Class T steam railways: receipts of cattle and calves at East
St. Louis, Chicago, Omaha, and Kansas city as published by the
U. S. Department of Agriculture in “ Statistics of Cattle. Calves,
Beef, Veal, Hides, and Skins, Statistical Bulletin, No. 20, p. 23,
1800-1925; and in Crops and Markets, 1926-1928; meat shipments
of packers to their branches (“ wholesale distribution of meats.”
dollar volume relatives, unadjusted) compiled by the Federal Re-
serve Board, Division of Research and Statistics; wheat shipments
from primary markets (in bushels), U. S. Department of Agricul-
ture figures from Bulletin No. 982, p. 158, 1910-1919, from Year-
books (11 markets), 1920-1925, and furnished by Mr. John Wilson
of the Bureau of Agricultural Economics, 1926-1927; receipts of
rice at mills (Southern paddy, all except California, barrels or sacks
of 162 pounds), compiled by the Rice Millers’ Association; raw
milk receipts in greater New York (in quarts) from The M:ilk
Reporter; shipments of refined sugar from refineries in Savannah
and New Orleans (in tons), compiled by the Federal Reserve Bank
of Atlanta; spot sales of canned foods as reported in the ques-
tionnaire sent to members of the National Canners' Association;
total shipments of salmon from both the U. S. and Alaska as pub-
lished in the Sureey of Current Business; and sales reported by an
individual food manufacturing company.

21
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Shipments of cattle and calves show, since 1922, a
greater stability of flow than that attained in any simi-
lar period of years since 1900. (See chart on page 304.)
Not only has there been unusually uniform shipping
through each of these vears; but, with the exception of
1926, each vear shows an improvement over the preced-
ing vear. The uniformity of shipments in 1928 was
Tue Frow ofF SHipMENTS oF MEAT AND OTHER Packine House

Propters

(Average percentage deviation of monthly or quarterly shipments
from the arithmetic mean for the given calendar year)
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greater than in any other year of the 29-year series.
The change in stability from year to ycar seems to
follow a rather definite cycle of from six to eight years.
Deviations are high in 1902, in 1909 and 1910, in 19186,
and in 1922. The variations in the several cyclical
movements are easily seen in the chart but attention
should be called to the almost continuous trend toward
greater stability following 1916, a trend which is only
significantly broken in 1922.
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The flow of pork producls and of beef products out
of cold storage for the past eighl or nine years has been
considerably more stable than in the four or five years
just preceding. (Sec chart on page 306.) In both 1918
and 1919 the movement of these two products was much
more irregular than in any other vear observed ; so that
if we make the comparison of recent yvears with those
vears, the improvement is striking. Even when a com-
parison is made with 1916 and 1917, however, there is

SuipMENTS OF WHEAT FROM PRIMARY MARKETS

(Average percentage devistion of monthly shipments from the
arithmetic mean for the given crop vear, and shipments
made during indicated months)
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no doubt of a much greater regularity in meat consump-
tion. For pork products, 1926 is the vear of most stable
flow of shipments; for beef produets, 1927 showed an

improvement over cvery other ycar."

Y The improving regularity of flow in the meat trade is shown
by other evidence as well. Whether measured by shipments of
packers to their branches or by carload shipments of fresh meats
originating on Class I steam railways, there is shown a trend
toward greater stability following 1922. In the case of carload
shipments of packing house products other than fresh meats there
in a slight trend toward greater stability from 1821 to 1923. Follow-
ing a greater irregularity in 1924 there is an even more pronounced
trend towards uniformity from 1924 to 1927.
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The stability of shipments of wheat from primary
markets has been increasing since the crop year 1924-25.
(Sec chart on page 307.) Similar downward trends
may be observed from 1917-18 to 1920-21, and from
1921-22 to 1923-24. Prior to the crop year 1917-18
wheat seems to have moved to the primary markets with
about the same regularity year after year. The crop
vears 1917-18 and 1924-25 are those of greatest in-

Tar FLow oF CEREALS SHIPMENTS

(Average percentage deviation of monthly or quarterly shipments
from the arithmetic mean for the given calendar year)
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stabilitv. The striking differences in month-to-month
shipments of this commodity in different years may
also be observed in the chart. The chart shows the year
of greatest stability, 1920-1921, a year of great stabil-
ity, 1924-1925, and the most recent year studied,
1926-1927.

Carload shipments of flour and meal contrast with
wheat shipments in being inercasingly irregular from
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1924 to 1926. (See chart on page 308.) They were
more regular in 1927, however, than in any other year
for which data are available. The year showing least
stability is 1922, with 1921 not much better.

Shipments of rice to mills show a much greater sea-
sonal movement than either of the products discussed
above. The contrast suggested is particularly interest-
ing with reference to wheat, which, like rice, is a
seasonally produced but continously consumed cereal.
Since 1925 the stability of shipments has improved
noticeably, but from 1921 through 1925 each year
showed an inereased instability.

Tue Frow or Frvip MLk SuieMexts 70 New York, 1920-1928

(Average percentage deviation of monthly shipments from the
arithmetic mean for the given calendar year)
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The year 1921 shows by far the least deviation from
a uniform flow. An examination of the monthly ship-
ments shows the reason for such slight deviation; the
typical seasonal movement was virtually eliminated.
During that year almost as much rice was shipped to
mills in May as in October, and more than in November.
In more typical years May shipments are less than a
tenth of the November shipments and are sometimes
almost lacking. The improvement of 1927, while less
marked than that of 1921, came from maintaining ship-
ments through the spring and summer.
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The flow of fluid milk to New York is becoming more
stable. (See chart on page 309.) The year 1925 is out
of line, but the other four years following 1923 show an
increasing uniformity of flow, each showing greater
uniformity than that attained in any of the earlier
years observed. A study of the detailed data shows that
in 1923 and 1925 there was some unusual occurrence
causing extremely high consumption in certain months.

THe Frow oF SHIPMENTS oF Povrthy, Ecas, Burres, Cueese Our
oF CoLb STORAGE

(Average percentage deviation of monthly shipments from the
arithmetic mean for the given calendar yvear)
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Such a study shows also that the definitely seasonal
movement in the vears 1920, 1921, and 1922 is greatly
smoothed out in the last three years of the series.
Shipments of the various producls generally included
in “ the butter and egy trade " show increasing slability.
(See chart on this page.) Comparing the trend for
poultry with that for eggs, the improvement is much
more noticeable in the former. For poultry the devia-
tion in 1928 is 43.5 per cent as compared with a de-
viation of 58.5 per cent in 1920. The most stable year
of the series for poultry is 1924. Deviations in egg
shipments show a series of downward trends, each trend

=

~——
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beginning a little lower than the one preceding. Ship-
ments were strikingly more stable in 1928 than in any
earlier year.

In recent years both butter and cheese are being con-
sumed more regularly through the year, with a resulting
stability in trade movement. The change in consump-
tion from a sharply seasonal one to a more even one is
particularly noticeable in the case of butter. Butter has
been moving into consumption with a constantly greater
regularity in every year since 1918, with slight excep-
tions between 1924 and 1925 and between 1927 and
1928. The devia‘ion in 1927 is only a little more than
half as great as it was in 1918,

Cheese is also becoming to a much greater extent an
article of vear round diet. The average deviation from
uniform consumption, in 1926, was less than half what
it was in 1920. This was the most uniform consumption
achieved in a series of years in which the trend was
toward more stability. Though the use of this com-
modity was slightly less regular in 1927 and in 1928
than in 1926, it was more regular in cach of these vears
than in any yvear before 1926. .\ study of the detailed
monthly data upon which these deviations are based
shows that in the earlier years of the series there was a
high peak of consumption in May and a second high
point in September or October, with low consumption
in July and December. Similar peaks and valleys are
still observable, but are much less sharply marked
during the past few years than in the earlier ones.
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A study of shipments both of refined sugar and of
salt gives some added evidence of increased stabilization
in the food trades. (Sece chart on this page.) In 1925,
1926, and 1927 there was a considerably more uniform
flow of shipments of sugar from refineries than during
the four years preceding. In 1928, however, there was
greater irregularity than in any earlier year.

Carload shipments of salt attained a much greater
uniformity after 1922 than they had in the two years
preceding. The change following 1922 was not a con-

THe FLow oF SHIPMENTS OF SUGAR AND SALT

(Average percentage deviation of monthly or quarterly shipments
from the arithmetic mean for the given calendar year)
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sistent trend. The flow of shipments was as stable in
1923 as in 1927, though somewhat less stable in the
intervening years. It is interesting to observe the wide
fluctuations in the flow of this product, which has been
the classic example of non-elastic demand and which
because of this alleged characteristic might be supposed
to flow through trade with little variation from year
to year.

While no single stutement adequately describes all
the trends of shipments in canned foods, there is a defi-
nite tendency toward stabilily. 1f we examine carload
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shipments of all kinds of canned goods, we find rapidly
inereasing stability sinee 1925. (Sce chart on this
page.) Shipments were more stable in 1927 than in any
vear sinee 1920, The period before 1925 shows an almost
steady increase in irregularity. This general view,
however, is not sufficient evidenee of the movement of
canners’ output. Including as it does only carloads, the
inereasing number of small shipments is not in the
picture.  Morcover, carload shipments necessarily in-
clude such shipments from wholesalers.

THE Frow or CarLoap SuipMENTS oF ALL Kinps oF CaNXED Goobs,

1920-1927

(Average percentage deviation of quarterly shipments from the
arithmetic mean for the given calendar year)
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While a more detailed study of six different classes
of canned foods shows certain uniformities in the ship-
ments of canned corn, peas, tomatoes, fruit, and salmon,
and of the manufactured produets examined, there are
also significant differences.”

“"The data used for all of these commodities, excepting the
manufactured food products, are the spot sales of canners. They
could, therefore, with propriety, be used to show either the flow
of goods or the flow of orders, exclusive of futures. They must
not be interpreted as showing all shipments, as shipments to follow
future orders are not included. The data were obtained from mem-
bers of the National Canners Association.
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Spot sales of canned corn have been considerably more
evenly distributed since 1920 than before. (See chart
on page 315.) The evidence shows this to be true
whether we consider the history of all the companies
reporting or that of selected groups of companies. The
group including all reporting companies shows great
instability in the period 1914 to 1917. Monthly ship-
ments for these vears show large sales during the fall,
usually at a peak in September or October, with no
sales, or practically none, from January to July or
August. From 1917 to 1922 spot sales show a con-
tinually increasing stability. In fact, 1922 shows the
least deviation of any year of the 14 vears considered.
A study of the monthly shipments of these vears shows
that the marked seasonal movement had largely dis-
appeared. Spot sales were being made in every month,
and for some of these vears a large quantity of goods
was sold in each month from January to July. Spot
sales appeared to be definitely on a hand-to-mouth basis.
After 1922 the seasonal movement became increasingly
more pronounced, resulting in greater instability of
trade in 1923 than in any vear from 1921 to 1927, In
1926 and 1927 shipments were again relatively stable.

A study of a four-company group and a seven-com:
pany group shows similar conditions from year to year.
The four-company group, however, showed little change
in the period 1923 to 1927. Sales of these later years,
though more stable than before 1921, were considerably
less regular than in either 1921 or 1922.

A study of one very large corn canning company
(Company 42), whose history goes back through 1911,
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THe FLow oF SHIPMENTS oF CANNED VEGETABLES

(Average percentage deviation of monthly spot sales from the
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shows that prior to 1921 marked seasonality was the
customary thing in spot sales. Indeed, for many years,
for this company the entire season for spot selling was
concentrated in one or two months in the fall. The
change in this company’s experience is very much like
that scen in the all company chart, seasonality being
greatly maodified in the post-depression years. Trade
has been somewhat less regular in 1926 and 1927, In
both of these years, however, the peak of seasonal sales
came in the spring rather than in the customary fall
months. This company’s history shows a period during
1915 and the first half of 1916 which is very much like
the years 1921 to 1924, Spot sales were spread through
the vear, being higher indeed in March, 1916 than in
any of the summer or fall months of 1915, and being
higher in Febrnary and April of 1915 than in any of
the fall months of 1914,

The spot sales of canned peas have become more
evenly distributed through the ycar since 1923. (See
chart on page 315.) Groups of tive companies reporting
since 1923 and of all companies reporting since 1921
show a similar improvement. In both cases 1927 shows
slightly less stability than 1926. An examination of the
shipments by months shows that the cxtensive sales
made typically in July and \ugust in earlier years
have disappeared in large measure beginning with 1925.
Taking the experience of all companies together, the
evidenee shows that the heaviest spot sales have been
shifting from the fall to the spring. The spot sales of
peas by Company 42 show quite different year-to-year
changes. The sales of 1927 are more stable than those
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of any other year, but the tive preceding years show no
particular improvement when compared to an average
of the eleven years 1911-1921. Taking the whole 17
vears into consideration, there is evidence of at least
two periods when a trend toward uniformity of sales
was under wav. One of these ended in 1916 and the
other in 1919 and 1920.

Seasonality disappeared in spot sales of canned toma-
toes in 1927, (See chart on page 315.) The low devia-
tion reflects the fact that sales ran smoothly through
the year. From 1925 on, the variations are slight in the
group including all companies. The three-company
group considered did not attain the new stability until
1927.

The spot sales of tomato canning Company 35, which
reports for 21 years beginning with 1907, show quite
different vear-to-vear variations than do the sales of
groups of companies. The most interesting fact re-
vealed by this company's history is that the conditions
discussed above are by no means limited to the last six
or scven vears. This company has passed through
several cycles with respect to its spot sales, with high
points in 1907, 1912, 1918 and 1919, and 1925. But the
longest serics of years of noticeable stability is the
series from 1908 through 1911. The vear 1909 shows
the lowest deviation of any vear studied. A study of
the monthly sales shows that this situation two decades
ago was exactly like the one discussed above for recent
years. IHeavy sales of the fall months were in those
vears shifted and in considerable measure shifted into
the spring.
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Tue Frow or SHIPMENTS oF CANNED FruIT

(Average percentage deviation of monthly spot sales from the
arithmetic mean for the given calendar year)
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A study of the detailed data also shows that since
1919, with the exception of 1924, the heavy spot
buying has been done in the spring months, which is a
complete shift from the high peaks of spot selling in
the fall in earlier years. Thus, even though the
seasonal movement was rather marked for this com-
pany from 1923 to 1925, as is shown by the compar-
atively high deviations, the season was then a spring
rather than a fall season.

Sales of canned fruit have been steadily increasing
in stability since 1923." (See chart on page 318.) That
the trend is not equally marked in every type of canned
fruit sales is shown by the record of five peach canning
companies and five pear canning companies for a series
of three years respectively. The year 1927, however, in
each of these cases, as in the case of all fruit combined,
shows the most stable business.

Canned salmon packers found business increasingly
stable through the period 1925-1927 but less stable in
1928 than in any earlier year studied." (See chart on
page 318.) In 1927 the uniformity of shipments was
only slightly better than it had been in 1923.

The spot sales of two large salmon canning companies
show no striking resemblance to the movement of total
shipments. In both cases 1927 is a year of more stable

¥ This includes eleven companies, of which five can peaches,
seven pears, two pineapples, two cherries, and two berries.

* These c‘ata., representing practically the entire pack of United
States and Alaska, cover all shipments for the year rather than
spot sales as is the case in the discussions above.
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sales than 1926. One of these companies (Company 43)
shows comparatively little variation from 1922 through
1927, except for an extreme change in 1926. .\ study
of the monthly shipments of this company in 1926
shows that the cause was a lack of the spring business
which had been enstomary during the preceding years,
Buying was apparently postponed, as its fall sales were

unusually high.

SHIPMENTS FROM ONE CANNED-FooD MAN UCFACTURER

(Average percentage deviation of monthly shipments from the
arithmetic mean for the given calendar year)
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Of two products sold by a canned food mannfacturer,
one shows a trend toward stability of flow. (See chart
on this page.) The other product shows variation but
no trend. Specifically, this manufacturer, or his cus-
tomers, are making purchase and sale of canned spa:
ghetti an increasingly continuous rather than seasonal
matter. This is not true for canned pork and beans sold
by the same manufacturer. The year of most stable
sales of spaghetti by this company was 1927. Sta-
bility in the sale of pork and heans was at its best in
1925, a record which was elosely approached in 1923,

UNTIYIS
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VI. BUILDING MATERIALS

It has been possible to study the flow of shipments
of building materials from five samples of the building
industry : oak flooring, southern pine, Portland cement,
common brick, face brick, enameled ware baths.™

THE FLow or SHIPMENTS OF BUILDING MATERIALS

(Average percentage deviation of monthly shipments from the
arithmetic mean for the given calendar year)
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For a period of several years preveding 1929 the flow
of shipments in the building trade was becoming more

% Data are shipments of oak flooring (in board feet), represent-
ing about 90 per cent of the industry, as reported bv the Oak
Flooring Manufacturers’ Association; of southern pine (in board
feet), compiled by the Southern Pine Association; of Portland
cement (in barrels), comgete reports compiled by the U. S. De-
partment of Commerce, ureau of Mines; of common brick (in
number of bricks), representing 30 per cent of the industry, com-

iled by the Common Brick Manufacturers' Association of Amer-
ica; of face brick (in number of bricks), the reports of 70 firms,
complled by the American Face Brick Association; of enameled
ware baths (number of pieces), complete reports compiled by the
U. 8. Department of Commerce, Bureau of the Census.

22
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trregular. (See chart on page 321.) This increasing
irregularity was found to some extent in every sample
studied with the exception of face brick. The period at
which this tendency began varied somewhat with the
commodity. Enameled ware baths show an unbroken
trend from 1923 through 1928; common brick only
from 1926 through 1928. Prior to this movement for
decreasing regularity there had been a significant im-
provement for a number of vears in every commodity
which data make it possible to examine.

There are two commodities for which there is an
opportunity to study the fluctuations before our entrance
into the war. In the case of Portland cement data begin
with 1915. Trade was more regular in each of the
years 1915, 1916, and 1917 than in any of the eleven
years which followed, except in 1923. For oak flooring
it is possible to study trade movements for 20 years. As
the chart shows clearly enough, the pre-war period is
entirely comparable to the period following 1921. There
is a series of five years from 1917 to 1921 which is
distinetly “ abnormal.” It would scem difficult to find
a case to which the phrase “a rcturn to normaley,”
following the depression of 1921, could be more aptly
applied.

Certain relationships between changes of the regu-
larity of the flow of trade and the increase and decrease
of the volume of trade are worth considering. In
general, in the building industry there was a period of
expansion, as judged by increase of shipments, which
was most noticeable between the beginning of 1921 and
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the end of 1925. In some cases the change in volume
lasted a year longer or began slightly earlier or later.
In the case of Portland cement the expansion of trade
continued steadily through 1928. This, however, might
be expected regardless of the building industry, as
road building increased through those years. For
a number of the commodities studied, the improvement
in the stabilization of trade following 1921 came at the
same time that volume was increasing. This was no-
ticeably true in the case of Southern pine, of oak floor-
ing, and of common brick. More instability appeared
as shipments began to decrcase. Examples are: enam-
eled ware baths, oak flooring, and southern pine. The
conclusion would not be justified, however, that trade
becomes more steady in building materials during eras
of expansion, because for face brick and Portland cement
the flow of trade became more irregular during a con-
siderable series of years, while volume was expanding
rapidly.

VII. BITUMINOUS COAL

The variations in the regularity of shipments of
bituminous coal from mines for a series of 24 years,
beginning with 1905, may be secen in the.chart on
page 324."

Shipments of bituminous coal were more seasonal in
the four years following 1923 than for any other series

¥ Shipments and production are practically identical, although
the data are total shipments from mines (in tons) as compiled by
the U. 8. Department of Commerce, Bureau of Mines. Early data
we);i _’taken from Hardy and Cox, Forecasting Business Conditions,
p. 317.
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of four years in the record. (This statement disregards
the record of 1922.) In the long series, certain years,
particularly 1919 and 1922, show the greatest variation
from regularity of production. These years, however,
were marked by strikes, that of 1922 being of particular
severity. From 1908 until the outbreak of the war in
Europe there was an almost continuous trend toward
greater stability in bituminous coal output. Although the
depression of 1914 and 1915 caused some disruption
in the regularity of the industry, improvement followed,
so that 1917 was the most regular year of the series.

Tus Frow or SHIPMENTS oF Birusinouvs Coar, 1905-1928

(Average percentage deviation of monthly shipments from the
arithmetic mean for the given calendar year)

The increased instability since 1923 (which was a year
of remarkablv uniform production) scems to be due
solely to seasonal influence. The three yvears 1924-1920
show almost identical percentages of output in corre-
sponding months. In 1927, however, as an analysis of
monthly data shows, something different oceurred. The
output in the early months of the vear was higher than
for several years, possibly becanse of strike prospects.
The usual drop oceurred in the summer, but there was
no increase in output in the autumn corresponding
to that which customarily occurred before 1927. The
shipments were low in the spring of 1928, corresponding
to the fall of 1927. There was an improvement in the
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THe FLow oF SHIPMENTS OF UNCLASSIFIED MANUFACTURES

(Average percentage deviation of monthly or quarterly shipments
from the arithmetic mean for the given calendar year)
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fall of 1928, but the season was not as pronounced as in
several earlier years.

VIII. TEN UNCLASSIFIED MANUFACTURES

The trade movement of gasoline, pneumatic tires,
automobiles and auto-trucks, agricultural machinery,
electric washing machines, industrial pumps, furniture,
rubber heels, hides and leather, and cottonseed, all of
which are important products, are discussed in this
miscellaneous group.”

An improved stability is noticeable in a majority of
these industries. (See chart on page 325.) Of none is
this more true than of gasoline, where from 1919
through 1928 the trend is steadily toward regularity.
A slightly greater irregularity occurred in 1927. During
all of this period the consumption of gasoline has been
increasing rapidly, expanding from a consumption of

¥ Data are shipments of gasoline from refineries (“ consump-
tion,” in barrels), compiled by the U. S. Department of Com-
merce, Burcau of Mines, published (1917-1923) in Standard Daily
Trade Service of January 21, 1924; domestic shipments of pneu-
matic tires (in number of tires) representing about 75 per cent
of the industry, compiled by the Rubber Association of America;
carload shipments of hides and leather (in tons) originating on
Class I steam railways; shipments of agricultural machinery and
equipment, representing 80 per cent of the industry, compiled by
the Federal Reserve Bank of Chicago; shipments of electric wash-
ing machines (in number of machines), compiled by the American

ashing Machine Association; shipments of steam, power, and
centrifugal pumps (in dollars), representing about two-thirds of
the industry, compiled by the Hydraulic Society; sales of furni-
ture, furnished by one furniture manufacturers’ association; ship-
ments of rubber heels to domestic shoe manufacturers (in pairs)
representing about 70 per cent of the industry, reported by the
Rubber Association oF America; and cottonseed consumption
(* erush ) by mills (in tons), representing the entire industry as
compiled by the U. 8. Department of Commerce, Bureau of the
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about 82 million barrels in 1919 to over 325 million in
1928. The improved stability is easier to account for in
this than in many industries, being undoubtedly due
to a tendency to use automobiles both for pleasure and
business purposes more regularly through the year.
Quarterly carload shipments of automobiles and auto-
trucks increased in stability from 1921 to 1926, if 1923
is not considered. This year, however, shows more reg-
ular shipments than any other year of the series. The
improved stability in the shipments of these products
is in line with the general idea that automobiles are
securing a more year round use. The trend is also in
line with the greater uniformity of gasoline consump-
tion just discussed.

A very marked tendency toward stabilization is
observable from 1920 through 1926 in the shipments of
clectric washing machines by manufacturers. From
1926 through 1928 the tendency seems to be away from
stability. Since 1921 sales in this industry have been
expanding rapidly. This, like shipments of gasoline
and some other commodities referred to, is a striking
case of improved stability with increasing shipments.

One Jarge furniture manufacturers’ association,
steadily improving the stability of its business from
1920 to 1926, attained in the latter year a uniformity.
of trade materially greater than anything reached in

the seven preceding years. In 1927, however, shipments
were much more irregular.”

® Data for “ Household Furniture and Case Goods,” compiled
by the Survey of Current Business, covering the reports of three
associations, show an 1mprovement in stability from 1921 to 1923
but considerable variation in regularity since that time.
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The quarterly carload shipments of hides and leather
have been increasing in regularity since 1924. This was
preceded by a shorter but more rapid trend toward
greater stability from 1920 to 1922. The deviation in
1927, which is the year of smoothest flow, is less than
cne-third as great as that of 1920.

Manufacturers’ shipments of industrial pumps have
shown a much greater stability since 1921, but there
has been no significant trend during these seven years.

Others of these unclassified industries show no dis-
cernible trend. Shipments of rubber heels show very
little change in stability.” The movement is seasonal,
with late spring or summer usually the low months.
Apparent consumption of cottonseed by mills was some-
what more stable in 1927 than in either 1925 or 1926,
but much less stable in 1925 than in any of these three
vears. The period covered in both of these cases is too
brief to permit important conclusions.

Shipments of pneumatic tires became seasonal in the
years 1925-1928, following a rapid gain in stability for
several earlier jears.” From October, 1921, until
September, 1925, a spring dating plan, in effect protect:
ing dealers against price changes, was in operation.
This was undoubtedly of great significance in the
stabilization of trade during that period. A revival of
the spring dating system just prior to 1927 appears

® These are shipments of rubber heel manufacturers to domestic
shoe manufacturers and do not include shipments to the repair
trade which are about one-third of the tom{)

® Data are manufacturers’ shipments to purchasers. Shipments
to warchouses, to branches, or on a consignment basis are not

included.
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also to be reflected in the improved stability of the latter
year.

Manufacturers’ shipments of agricultural implements
were less regular in 1926, 1927, and 1928 than in any
of the three years preceding. A study of the monthly
shipments of this commodity indicates that the greater
irregularity has been due to an improving business,
which, being seasonal in character, has caused a greater
deviation from stable trade.

IX. TWO PERVASIVE SERVICES

The flow into trade of certain services is as significant
an indication of stability, or the reverse, as the flow
of tangible goods. Two examples, chosen because of
their extent and pervasive character, are advertising
and railway transportation. Advertising has become
the tool of almost every form of business. Our railway
system is by far the largest service-manufacturing plant
in the country. We have no other piece of physical
capital of comparable value devoted to a single purpose.
There is no industry in which the stability of the flow
of servico rendered is so significant. Considering only
freight and omitting from consideration the relative
value of carrving freight of various types, the service
rendered is the net ton-miles of freight carried, both
revenue and non-revenue. The stability of flow of this
service into the market can be measured in the same
way that the stability of flow of any tangible product
can be measured.” The number of lines of advertising

" Data on net ton-miles are reported in Monthly Reports of the

Interstate Commerce Commission, “ Freight and Passenger Ser-

vice O?eratmg Statistics of Class I Steam Railways in the United
States.”
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carried from month to month furnish a basis for measur-
ing advertising.”

What of the stability of the flow of services tn these
two industriesf (See chart on this page.) Magazine
advertising is an extremely seasonal activity with high
points in \pril or May or both and in October or Novem-
ber or both, and low points in January and August.
Over a period of nine vears, 1920-1928, there appears
to be no change in these seasons. Nor has there been

THE FLow oF ADVERTISING AND RArLway TRANSPORTATION SERVICES
(Average percentage deviation of monthly data from the arithmetic
mean for the given calendar year)d
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« For description and sources of data sce footnotes 21 on page
329 and 22 on page 330.

much change in the regularity through the year. The
year 1921 is the most stable of the series. The years
since 1921 have varied slightly among themselves and
all show a somewhat greater irregularity than either
1920 or 1921.

The railways of the country have in every year since
1922 found a more stabilized use for their services (as
measured by ton-miles of freight carried) than in any

® Data on the number of agate lines of advertising carried in 60
leading magazines are compiled by Printer’s Ink.
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earlier year studied. (The period studied was 1917-
1928.) The year of greatest irregularity of service was
1922. There has not been a trend toward improvement,
since that year. Rather, 1923 brought a very marked
hetterment ; and although no year since has equalled
the record of 1923, all give evidence of the new regu
larity already indicated. The last vear of the series,
1927, shows a regularity in the use of railroad service
greater than that for any other of the eleven years
studied excepting 1923.

The flow of our national trade has been tending to-
ward a greater stabilization during the last seven or
eight years. A survey of the conclusions reached for
each industry which was studied shows in a great
majority of cases that stability has been growing.
Tmportant in the evidence is the improvement in the
stability of the flow of railroad service. But the excep-
tions to this conclusion, as well as the conformities to
it, are significant. Certain industries are less stable
than thev were. Where stability has been gaining, it
bas not covered the same years in all cases; and in some
instances where strongly marked, has been sharply in-
terrupted. Tn a few industries the last vear or two have
shown a trend contrary to the tendency which had been
in progress for a series of years.



CHAPTER XVII

THE FLOW OF GOODS: ON TO
THE CONSUMER

Leaving the hands of miners, lumbermen, manufac-
turers, farmers, or others concerned with what may be
called the earlier tasks of production, goods are moved
on toward the consumer, chietly through the operations
of wholesalers and retailers. What has been happen-
ing to the flow of goods in this stage of production?
Has there been a gain in stability of trade or a greater
irregularity 7'

I. WHOLESALERS’' SHIPMENTS

Figures compiled by the Research Division of the
Federal Reserve Board make it possible to study the
sales of a considerable number of wholesale lines.” To
determine the stability of trade from year to year for
a series of ten years beginning in 1919, data in the fol-

! For method of measuring stability sce explanation on page 280.

? Federal Reserve Bulletins refer to them as wholesale sales. An
inquiry to each of the Federal Reserve Districts reporting, how-
ever, discloses that in eight cases—which include Boston, New
York, and Chicago—it is shipments which are reported. In one or
two cases it is believed that orders received rather than shipments
are reported by the individual firms, and in at least two cases un-
certainty was expressed as to what interpretation was given to the
term, together with the belief that both shipments and orders were
to some extent represented. It seems safe to conclude that the data
are typically shipments with some alloy of orders. Data are pub-
lished in the Survey of ('urrent Business.

332
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lowing wholesale fields have been examined: wholesale
dry goods, women’s clothing, men’s clothing, wholesale
hardware, wholesale drugs. The monthly sales of a con-
siderable number of individual wholesalers have also
been obtained.

THr Frow o WHOLESALERS' SHIPMENTS

(Average percentage deviation of monthly shipments from the
arithmetic mean for the given calendar year)
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Wholesalers' shipments show much less variation
from year to year over the last ten years than do manu-
facturers’ shipments. (See chart on this page.) While
the flow of goods in wholesale trades has shown in some
instances tendencies toward stability and in others
trends away from stability, sharp changes or strongly
contrasting sets of years are much less in evidence than
in the flow of goods from manufacturers. Comparing
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SupMENTS oF INDIVIDUAL W HOLESALE GROCERS

(Average percentage deviation of monthly shipments from the
arithmetic mean for the given calendar year)
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one wholesale trade with another, trends are at some
variance. In by no means all wholesaling was there an
increase in stability immediately following 1921. In
the shipments of men’s clothing, for example, the trend
was steadily toward less stability from 1922 through
1928. In the women’s clothing trade, business was less
stable in 1922 than in 1921. The same was true of ship-
ments of dry goods, groceries, and hardware.

If we consider only the period since 1921 there is
improved stabilization of the shipments of women’s
clothing, 1922-1927, and of hardware, 1922-1926. The
flow of shipments has tended to hecome less stable in
men’s clothing, 1922-1928: in wholesale drugs, 1924-
1927; and in wholesale dry goods, 1925-1928. Although
there are slight variations from vear to year, no trend
is discernible in shipments of wholesale groceries.”

II. TO THE CONSUMER

The flow of goods to consumers is represented by the
sales of department stores: of mail order houses; of
chain restaurants; and of chain stores selling groceries,
wearing apparel, shoes, cigars, musieal goods, candy,
drugs, and five and ten cent articles.’

* The shipments of a number of individual wholesale grocers
have been obtained and deviations computed. Companies B, C,
and D correspond to Companies 4, 3. and 5. respectively. referred
to on pp. 174-177. Companies A, B, and D correspond to the
Missouri, Poennsylvania, and New York wholesalers, respectively,
discussed on pp. 170-174. Deviations have also been computed
for the purchases of a variety of commodities by two large Wash-
ingégil epartment stores. These may be examined in charts on
p. 334.

‘Data are sales of about 560 department stores located in 250
different cities, of four large mail order houses, of 34 grocery chains,
of four candy chains, of 13 drug chains, of four cigar chains, o
14 ten-cent chains, of seven shoe chains, of four music chains, of
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A persistent repetition in the time distribution of his
purchases is the most striking feature of the consumer’s
buying. (See charts on pages 337 and 340.) In certain
cases consumer buying is highly seasonal, but the seas-
ons hold from year to year with a remarkable fixity.
The grip of habit on the consumer is most impressive in
his dealings with department stores; perhaps least so in
his mail order house buying. The impress of custom
in time of buying is also marked in the consumer’s
patronage of chain stores, but there is considerable vari-
ation among the several types of chains.

In five of the ten chain store series studied (wearing
apparel, groceries, candy, five and ten, and Childs res-
taurant) there is a slight variation in stability from year
to vear, but no long trends and no one period signifi-
cantly different from any other. Two chains, however,
(eandy, and five and ten) do show a short trend toward
stability from 1926 through 1928, Also, the sales of gro-
cerv and Childs restaurant shain stores were more stable
during the last three vears of the series than in any
carlier three-year period. In all of these cases the most
noticeable fact is that in one vear the flow of trade is
about as stable as in another.

Shoe store sales were noticeably more stable from 1923
throngh 1928 than in any earlier period. In the cases of
drug, cigar, and J. C. Penncy chains there is a slight
trend toward less stability from 1921 to 19235, with 1924

five apparel chains, of Childs Company chain restaurants, and of
J. C. Penney Company chain clothing stores, compiled by the
Federal Reserve Board, Division of Research and Statisties and
published in the Survey of Current Business. Sears, Roebuck and
Company furnished figures of their sales beginning with 1910,
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somewhat out of line. The increase of ‘“notions” lines
rather than a change of buyers’ habits probably accounts

CHAIN Store SaLes To CoNsUMERs, 1919-1928
(Average percentage deviation of monthly sales from the arith-
metic mean for the given calendar year)
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for this in the case of drug store chains. Again the lack
of change in stability from vear to yvear is more striking
than are such changes as do exist.

23
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Chains of stores selling musical goods enjoyed a con-
siderable and continuous improvement in uniformity of
sales from 1922 through 1927. There seems to have
been an increase in the importance of the spring season,
while the fall season showed little change. Apparently
our time of consumption is more variable for music than
for many other goods. This is the only case in which
chain store sales show for a period of more than three
years any considerable trend in their degree of stability.

There is much difference in stability of sales among
these chains. Sales of Childs restaurants are most
smooth, with only a slight deviation from a regular flow.
This is as might be expected. But a study of the monthly
sales of this provider shows a suprising seasonality. The
fact that this restaurant chain has lower sales in Feb-
ruary than in either January or March in each of nine
consecutive years is probably due to there being fewer
days in February. But why has there been a larger pat-
ronage of this restaurant in August every year than in
July ? While the rise in sales in December may be ac-
counted for by Childs’ Christmas dinners, why is it that
September sales are usually higher and never lower than
those of November, which includes Thanksgiving Day ¢

The next most uniform flow of goods to consumers is
through the grocery chains, in which no regular seasonal
movement can be discerned. Drug chain sales are next
in stability, but there is a sharp jump in sales every year
in December, reflecting, no doubt, the department store
character of drug stores rather than a general increase
of illness. The fact that sales are low in January and



THE FLOW OF GOODS 339

February is undoubtedly related to the same character-
istic of “drug” stores rather than to improved well-
being in those months. The greatest variation from uni-
form sales, in any of these chain stores, is found in the
operations of women’s apparel chains.

The most noticeable feature of department store sales
is the regular irregularity which occurs from year to
vear. The seasonal movement is pronounced, with an
extreme high every year in December and a secondary
peak in the spring months of March, April, and May,
with the high most commonly in May. The December
peak is almost twice as high as that in the spring. The
lows are in February and July, with July commonly the
lower of the two. These variations occur with surprising
regularity from year to year. The chart picturing devi-
ation (page 340) in each of ten years shows no striking
trends or differences among the years. There is, how-
ever, a slight tendency toward stability from 1925
through 1928. The years 1920 and 1921 were those of
the smoothest flow, but an examination of the monthly
sales suggests that the reasons were not the same for each
vear. The smoothness of the 1920 flow was considerably
influenced by the fact that late summer sales held up
strongly; in 1921 the most marked influence was the
lowness of both spring and December peaks. The con-
tinuance of the sharp December peak throughout the
period indicates that the consumer is still doing his de-
partment store Christmas shopping on a hand-to-mouth
basis. Campaigns for shopping and mailing early have

changed the seasonal action of department store sales
little, it at all.
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Mail order houses have achieved a somewhat greater
uniformity of sales through the years since 1922, There
was, however, a trend away from regularity in the pe-
riod 1926-1928. The serious collapse of business in 1920
and 1921 makes a comparison of these with the vigor-
ously growing years which followed unwarranted. Sales
are decidedly seasonual, with a spring peak almost invari-
ably in March and a higher one in the fall. Fall sales,
however, have undergone, in the ten years studied, a

DePARTMENT SToRE AND Man, Orpek Savtks To CoONSUMERS

(Average percentage deviation of monthly sales from the arith-
metic mean for the given calendar year)
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very interesting change. Prior to 1924, December sales
were never as high as those of cither October or Novem-
ber. Indeed. in cerrain vears they were decidely lower.
Apparently, mail order customers always did their
Christmas shopping early. But beginning in 1924,
December sales took on a new significance, until in
1926, in 1927, and in 1928 they were far ahead of those
in either October or November. Either Christmas sales
of mail order houses are expanding, or purchases of
Christmas and other winter goods arc heing postponed
and done on a more hand-to-mouth basis. Not only the
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steady improvement of transportation, but the vigorous
policy of filling orders more quickly as adopted by the
larger mail order houses lends color to the inference
that consumers have changed their practices. Undoubt-
edly the establishment of direet outlets in many cities
has added to this changed seasonal movement, as it has
made the mail order houses more nearly resemble de-
partment stores,

A second change which has no doubt aided in smooth-
ing the sales curve of mail order houses is the develop
ment of a new scason. Beginning in 1925, June sales
began to advance over those of May. Prior to that time
they were uniformly lower. Incach year, 1925-1928, the
June sales increased in relative importance, showing,
in a monthly diagram of sales, a June peak, which in
1928 had replaced March as the secondary one. Whether
this is delayed buying of summer goods by consumers,
or the development of more summer consumption, can-
not be stated, but the new situation has aided in sta-
bilizing the flow of goods from mail order houses to
consumers.

A study of the sales of Sears, Roebuck and Company,
for a period of 19 years, justifies the conclusion that the
improved stability in the flow of mail order sales is real
even when compare:d with pre-war business. Here again
there is an increase in instability from 1926 through
1928. While there was a trend toward more uniformity
from 1910 through 1914, there have been since 1922
three years showing more stability than was ever before
attained, and the average of the years 1922-1928 is
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definitely lower than the lowest pre-war year. There
were two pre-war years, 1915 and 1916, when this
company’s December business behaved much as mail
order house business has since 1924. In these years,
December sales were higher than those in October or
November. In 1928 the peak of sales in December was
extremely high.

The experiences of all these retail outlets make it
clear that although the time distribution of consumers’
purchases may be modified, such modification is not
casy. The habit pattern is strong. In other words, con-
sumer buying has retained throughout the period much
the same degree of stability. While buying from certain
outlets shows slight changes, and while an occasional
year is out of line, in general the consumer from 1919
through 1928 has spread his purchases in one year much
as in another.



CHAPTER XVIII
STABILIZATION OF STOCKS

Have modern methods of buying and selling made it
possible to increase the stability of stocks carried by
society in its production activities? Stable stocks would
make it possible to adjust warehouse space, the use of
liquid capital, and the requirements of insurance, ac-
curately and economically. Tf we have been able to
stabilize stocks at the same time that stock burden has
been lowered, the gain to industry generally is signifi-
cant indeed. In studying the stabilization of stocks, as
in other aspects of this investigation, it is the situations
of business men and industries that must be examined.
As business is the chief producer for society, society
can improve the stability of stocks carried chiefly
through the improved stability of individual businesses.
It follows that in this chapter, therefore, as in other
cases, the evidence consists of samples from each of a
number of industries. The industries represented by
more than onc sample are iron and steel, non-ferrous
metals, textiles, building materials, and food products.
Pneumatic tires, gasoline, hides and skins, leather,
rubber heels, and cottonseed are considered without

grouping.’

* Sources of the data will be indicated as each industry group is
introduced. All data, except where otherwise specified, are pub-
lished in the Survey of Current Business. The method for measur-
ing the stability of stocks is the same as that used in the case of
orders. For explanation, see p. 280.

343
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I. IRON AND STEEL

The four samples from the iron and steel industries
are iron ore, merchant pig iron, steel sheets, and steel
barrels.

Only in the fimished products can any tendency lo
wards more uniform stocks of iron and steel be observed.
(See chart on page 345.) Even here the only definite
course 1s in steel sheets, where the trend towards sta-
bility from 1922 through 1925 is marked and almost
continuous. There is a slight trend toward more steady
inventories for steel barrels, 1925-192%, but the series
of years is too short to justify any positive statement.’
Stocks of iron ore became somewhat more uneven from
1921 through 1926 In 1927 and 1928 stocks were
slightly more steady. The variation from a uniform
quantity of stocks is much greater for this product than
for steel sheets and barrels, due no doubt to the seasonal
movement of ore through the Lakes.

Stocks of merchant pig iron, as measured by the
average percentage deviation, were very irregular during

?Data are total stocks (in tons) of steel sheets—black, blue,
galvanized, and full finished—compiled by the National Associa-
tion of Flat Rolled Steel Manufacturers, representing almost all
of the independent sheet steel nunufacturers; and total stocks
(in number of barrels) of steel barrels compiled by the U. S. De-
partment of Commerce, Bureau of the Census, from the reports of
30 establishments.

*These are the total stocks of iron ore held at furnaces and
Lake Erie docks. They are, therefore, as properly considered stores
of raw materials as they are stocks of finished goods. As the only
stocks held at the mines, however, are those produced by the under-
ground mines during the winter, the distinction is without great
significance in this case. Data are tons of stocks on hand at the
end of the month as compiled by the Lake Superior Iron Ore
Association.
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1922 and 1923.° It is doubtful, however, whether thia
type of measurement has much significance for those
vears, as during them sharp trends almost completely
eliminated the seasonal movement which is observable
in other vears of the series. It is possible to draw the
conclusion that stock stability was improving from 1919
to 1924, if we do not consider 1922 and 1923, Positive

STABILITY OF SToCKS IN THE IRON AND STEEL INDUSTRY
(Average percentage deviation of monthly data from arithmetic
mean for indieated calendar vear)®
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conclusions from these data must be drawn with caution
hecause of the significance of cvelical movements.

On the whole, the evidence of iron and steel is some-
what conflicting, with the weight of the data indicating
gome improvement in stability of stocks, particularly as
the later stages of manufacturing are reached.

* Data are stocks of pig iron (in tons) held at merchant furnaces,
compiled by the American Pig Iron Association and published in
“ Metals and Machinery ” section of the Record Book of Business
Statiatics, representing about 90 per cent of the production in
strictly merchant furnaces.
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I1I. NON.FERROUS METALS

Zinc stocks at refineries, tin stocks at New York port
warehouses, stocks of refined copper at refineries, and
zine ore stocks at Joplin district mines are the samples
of stocks of non-ferrous metals that have been con-
sidered.’

In non-ferrous metals there is considerable evidence
of improved stability of stocks since 19.22. (See chart
on page 347.) Stocks of refined zine and copper (except
1928) have shown an almost continuous improvement
in stability during these yvears. (‘opper stocks in 1928,
however, were more unstable than in any other year of
the series 1919-1928. Data on copper stocks for the
years 1909-1914, comparable from vear to vear but not
comparable with the copper data from 1919 on, show
an almost steady increase in the variation of stocks held.
Stocks of tin have varied somewhat more than refined
copper and zinc since 1922, being relatively irregular
in 1925 but showing a more even tonnage through three
years following than for five vears preceding. In this
commodity a comparison can be made among years as
far back as 1909. The year of most stable stocks in the
entire 20-year scrics is 1909. The years 1910 and 1911,
however, show considerable irregularity. The general

* Data are stocks at refineries (in tons) of total primary zinc,
at the end of the month, from American Zinc Institute; stocks of
tin (in tons) at port warehouses in New York from the New York
Metal Exchange; stocks of refined co mrper (in tons) 1909-1914, com-
piled by the American Copper Producers’ Association, represent-
ing domestic conditions, and 1919-1928, compiled 13' the American
Bureau of Metal Btatistics, representmg the holdings of twelve
refineries in North and S8outh America; sinc ore stocks (in tons)
at Joplin district mines from the Joplin Globe.
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StABILITY OF STocKks oF NoN-FErRROUS METALS

(Average percentage deviation of monthly data from arithmetic
mean for indicated calendar year)®

1. ZINC, AT REFINERIFS 1. TIN, AT PORT WAREHOUBES OF NEW YORK
1T

ﬁ
2 OO i R
g 2
! a
i~ 1 :
S
N
*d 3
i r ~
3 >
3 3
z it
~ N
3 >
< S
Q it S
)
. 1 o
N 8 ﬁ S 3 5 3 s NN N
d 2 2 2 @ 2 8 3 3 & 3 & ¥
HL COPPER, AT REFINFRIPS V. ZINC ORE, JOPLIN
DIRTRICT MINES
Twelve Refineries in
Domestic North and South

America

8.8
§ 8

: 8 8
§ 8

g
&

Deviarion
NOILVIAIG  IOVINIINIS

PLRCENTAGE
SR8
ST & §

%

2 2 2 e L

% For nature and sources of data see discussion and footnotes in
Section IT of this Chapter.



348 HAND-TO-MOUTH BUYING

average of stability before 1917 is not materially dif-
ferent from the average since 1921 or 1922 but shows
somewhat less regularitv. The extremely great devia-
tion in 1919 has little to do with ordinary business
movements. There were practically no stocks of tin held
during the first seven months of the vear, a considerable
quantity during July and Aungust, but a far larger
amount in September than for any other single month
for the entire series of years. It is a most striking case
of rapid accumulation of inventories.

Stocks of zinc ore at mines beecame increasingly
regular from 1923 through 1928, except that they were
somewhat more irregular in 1924 than in 1925 or 1926.
This is an interesting contrast to the fact that stocks of
refined zine became increasingly more stable during
the same period except that they were more stable in
1924 than in 1925.

1II. MANUFACTURERS’ STOCKS OF TEXTILES

Textiles are represented by ravon, raw silk, raw
cotton, finished cotton goods, work clothing, and hosiery.®
Variations among the samples make any generaliza-
tion of stability of textile stocks unjustified. (See chart

* Data are pounds of rayon stocks in bonded warehouses, bales of
cotton held at domestic mills and warehouses, stocks of work
clothing (number of garments, reported by 158 establishments),
and pairs of hose (reported by about 44 per cent of the industry),
all compiled by the U. 8. Department of Commerce, Bureau of
the Census; bales of raw silk at manufacturing plants, computed
from data reported by the Silk Association of America, covering
from 35 to 60 per cent of the industry ; and cases of finished cotton
goods as compiled by the National Association of Finishers of
Cotton Fabrics, covering work done outside of regular textile mills.
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on page 351.) It may be well to look first at the varia-
tions in stocks of rayon held in bonded customs ware-
houses. These stocks show very little seasonal move-
ment and have varied so greatly from year to year that
it is doubtful whether the measurement by deviations
has great significance. Growth and violent fluctuations,
especially since 1920, have been marked characteristics
of stocks in this industry. (See chart on page 349.)

If data for only the years 1921-1925 were available,
one would be inclined to say that manufacturers had
improved the stability of their stocks of raw silk. In
1926, however, the stocks were extremely high in the
early months of the vear and dropped rapidly through
July, then rose moderately, resulting in a great varia-
tion for the vear. In the period 1926-1928 the stocks
of raw silk manufacturers increased rapidly in stability
so that thev were almost as stable in 1928 as in 1925,
which was their most stable year.

If we examine the stocks of raw cotton held by mills
and in public storage, an increasing instability from
1920-21 through 1924-25 is very striking.' Improve-
ment was made in the last three years. There was a
steady improvement in the stability of cotton stocks
from 1913-14 until 1920-21. A study of the more de-
tailed data suggests that when cotton stocks tend to
increase for a series of years there is an increase in the
stability of the stocks held, and that the reverse is true.
The period 1920-21 through 1923-24 furnishes a strik-

"The crop year beginning August 1 and ending July 31, rather
than the calendar year, was used for raw cotton.
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StaBILITY OF STOCKS IN THE TEXTILE INDUSTRY

(Average percentage deviation of monthly data from arithmetic
mean for indicated calendar year)s
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ing illustration of declining stocks and declining sta-
bility.

Stocks of cotton cloth held by manufacturers have
been about as stable in one year as in another during the
post-depression period. The year of greatest instability
was 1921 this irregularity was caused by a rapid rise in
stocks held in the latter half of the vear. Tn 1922 there
was practically no deviation in stocks on hand. Since
1923 cotton manufacturers have been lowering their
stocks but retaining the stability indicated earlier.

The stability of manufacturers’ finished stocks of
both work clothing and hosiery has varied little from
vear to vear. Total stocks of hosiery held by manu-
facturers considered have been trending upward rather
rapidly since 19235, but those of clothing manufacturers
show no similar movement. In spite of this difference
these two industries have maintained a comparatively
uniform holding of stocks through the yvear and from
vear to year.

As in the case of the iron and steel samples, it will
be noticed that the stability of stocks in the textile
group improves—apparently becoming more subject to
control—as the product arrives in more nearly finished
form.

IV. THE BUILDING INDUSTRY

In a study of stabilization of stocks, the building in-
dustry is represented hy approximately the same sam-
ples as were nsed for other considerations. The varia-
tions of stocks of southern pine, oak flooring, Portland
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cement, face brick, enameled ware baths, and common
brick were studied.”

The building industry has made a marked advance
toward greater stability in stocks in the period since
1920. (Sec chart on page 35+.) For oak flooring, Port-
land cement, face brick, and enameled ware baths the
trend has been definite and in some cases almost con-
tinuous. The stability of stocks of common brick and
of southern pine is irregular and does not share the
trend of the other building materials. Indeed, stocks
of southern pine were noticeably less stable in 1928
than in any other year of the series. The increased
stability since 1920 may in part be explained by the
fact that stocks have been increasing rapidly during
this period, while shipments have risen less rapidly,
if at all. (See discussion of stock burden of building
materials, page 247.) During the same period the
average percentage deviation in shipments has been
about the same from year to vear. Therefore, that varia-
tion in the amounts of stocks taken out each month by
shipments has become smaller in proportion to the
total stocks held. In other words, the average percentage

* Data arc board feet of southern yellow pine as computed by
the Southern Pine Association; board feet of oak flooring, com-

iled by the Oak Flooring Manufacturers’ Association, represent-
ing about 90 per cent of the industry; complete stocks of Port-
land cement (in barrels), compiled by the U. S. Department of
Commerce, Bureau of Mines; number of face bricks held by about
70 firms, compiled by the American Face Brick Association; com-
plete stocks of enamcled ware baths (number of pieces) as com-
piled by the U. S. Department of Commerce, Bureau of the
Census; and number of common bricks, compiled by the Common
Brick Manufacturers’ Association, representing about 30 per cent
of the industry.

24



354 HAND-TO-MOUTH BUYING

deviation in stocks, in so far as affected by shipments,
has been declining. It appears, therefore, that the
greater stability of stocks attained by building materials
manufacturers since 1920 has been secured at the cost
of holding steadily increasing stocks.

STABILITY OF STOCKS OF BUILDING MATERIALS

(Average percentage deviation of monthly data from arithmetic
mean for indicated calendar year)¢
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As the data on oak flooring have been secured as far
back as 1912, it is possible to compare the period before
1920 with that which followed. Such a comparison
shows that the condition of stability toward which
stocks have been trending in recent years was by no
means unknown prior to 1919. Indeed, in 1916 stocks
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were held at an almost uniform level during the year.
The deviation in that year was 3.3 per cent, while in
1927, the steadiest year since the war, it was 6.5 per
cent. The experience of the Portland cement industry
bears out that of oak flooring manufacturers. Although
stocks varied widely in 1916, they were more stable in
1915, 1917, and 1918 than in any other years in the
series 1915-1928.

V. STOCKS OF FOOD PRODUCTS

The stocks of a fairly representative array of food
products have been studied. The list includes cold
storage holdings of butter, cheese, poultry, eggs, beef
produets, pork products, and stocks of refined sugar at
refineries.” The stocks of all of these, as indeed might
be said of all food produects, are strongly influenced by
the forces of seasonal agrienlture. The monthly varia-
tions within the vear are in every case large (con:
siderably less for pork products than for the other
samples) so that the deviations are much higher than
for many of the produets studied. The high seasonality
of holdings of these products makes especially in

® Data are about 98 per cent of the cold storage holdings (in
pounds) of creamery butter and of all varieties of cheese, in public
and private warchouses; cold storage holdings of poultry (in
pounds) and of casc cggs (in cases) at principal warehouses; and
cold storage holdings (in pounds) of beef products and of pork
roducts, all compiled by the U. S. Department of Agriculture,
ureau of Agricultural Economics and published in the U. 8.
Department of Agriculture Yecarbook and in the Survey of Current
Business. Data on stocks of refined sugar at refineries in Savannah
uAn(‘i New Orleans are compiled by the Federal Reserve Bank of
tlanta.
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teresting a possible improvement in regularity. Also
much has been said in various trade journals about
the spread through the year of the consumption of most
food products. Any considerable reduction in season-

STABILITY OF StocKs oF Foon Probucts

(Average percentage deviation of monthly data from arithmetic
mean for indicated calendar year)®
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ality of holdings, if related to changed technique, would
also imply improvement in the highly seasonal employ-
ment of producers of these goods and might have signi-
ficant implications for farm management.

In only a few of the food industry samples is any
improved stability of stocks perceplible. (See chart on
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page 356.) Stocks of refined sugar show a marked gain
in stability from 1925 through 1928 and a trend from
1923. This industry shows more definite gains than any
other. IToldings of cheese also show a steadying trend
following 1923, averaging after that date a stability
greater than that achieved in any of the six years preced-
ing. Stocks of cold storage poultry were maintained on
an increasingly more uniform basis from 1920 through
1928. This trend was significantly broken between
1923 and 1924, and between 1925 and 1926.

Stocks of cold storage eggs have been maintained at
almost the same degree of uniformity for the entire
thirteen years. This uniformity from year to year, much
greater than that of the stocks of any other commodity
in the group, has existed in spite of the fact that the
seasonal movements are more extreme. Stocks of butter,
of beef, and of pork have shown no continued movement
toward either lesser or greater stability. In cach prod-
uct the gain or loss of a year or two is soon offset by a
movement in the opposite direction. The similarity be-
tween the movements in the stability of stocks of pork
products and of beef produects is worth noticing, how-
ever. Both increase in stability from 1920 through 1922
or 1923 ; decline from 1922 or 1923 through 1925 ; and,
having been very stable in 1926, become less stable from
1926 through 1928.

So far as stability of stocks is concerned, American
food industries have made comparatively little improve-
ment during the last eight or ten years.
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VI. STABILITY OF STOCKS IN A VARIETY OF
INDUSTRIES

Not classified into groups are gasoline, pneumatic
tires, rubber heels, hides and skins, leather, and cot-
tonseed.

Of these commodities only pneumatic tires, hides and,
skins, and rubber heels show a trend toward greater
stability of stocks.” (Sec chart on page 359.) In stocks
of pneumatic tires this trend covers the period 1923-
1928, It is indeed interesting that during three of the
four years when the spring dating system was in effect,
and when the flow of tire shipments from manufacturers
was smoothed (see page 325), manufacturers’ stocks of
tires were less stable than when spring dating was off.
Apparently manufacturers found no gain in stabilized
shipments so far as leveling stocks was concerned. The
year 1922 was the best of the series.

From 1923 through 1928 holdings of hides and skins
showed an almost steady gain in stability. In 1926
stocks were more stable than in any other vear. In this
case the improved stability was a concomitant of declin-
ing stocks. Such holdings declined from 500 million

“Data are domestic stocks (in number of tires) of pneumatic
automobile tires and of rubber heels (in number of pairs) still
owned by the manufacturers, whether held at the factory, in
transit to or at warehouses and branches, or in possession of
dealers on a consignment basis, as compiled by the Rubber Asso-
ciation of America, and representing over 75 per cent of the

neumatic casings industry and about 63 per cent of the rubber
Keel manufactures; and stocks of hides and skina (in pounds) held
by packers, tanners, dealers, importers, and manufacturers, repre-
senting practically complete returns from the leather industry and
S;mpi ed by the U. 8. Department of Commerce, Bureau of the

nsus.
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pounds in January, 1921, to 230 million pounds in
June, 1927. They were 270 million pounds in De-
cember, 1928.

StaBiLITY oF Stocks IN A MisceLLaNeous Grour oF INDUSTRIES

(Average percentage deviation of monthly data from arithmetic
mean for indicated calendar vear)s
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In the case of rubber heels some of the stability
gained in 1924 was lost in 1925 and 1926 but was more
than regained in 1927 and 1928.
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Stocks of gasoline increased enormously between
1917 and 1928." There was an average of less than
10 million barrels on hand in 1918; of more than 40
million barrels in 1927, Stocks show a definite seasonal
movement with a spring high commonly in April.
Perhaps the most striking fact is that stocks since 1925
have shown increasing seasonal variation—this despite
the alleged all-year use of automobiles. (See page 326
for a discussion of seasonality of consumption of gas-
oline.) Evidently there are important factors other than
consumption affecting scasonality of gasoline stocks.

Stocks of leather and of cottonseed oil vary in stabil
ity from yvear to year, but no trends justifying state-
ments of improvement or the reverse are discernible.”
In each of these commodities the occasional gains of a
vear or two are quickly offset by an increase in season-
ality.

As a concomitant of current methods of buying and
selling therc has come some improvement in the stabili-
zation of stocks carried by American industry. This
improved regularity has not been equally noticeable in
all lines. It is most marked in building materials and

2 Stocks of gasoline (in barrels) are those held at refineries, and
beginning with June, 1923, they also include marketers’ stocks.
Data represent total stocks of this product as compiled by the U. 8.
Department of Commerce, Bureau of Mines. Data for 1917-1919
were published in Standard Daily Trade Service of April 21, 1924,

* Leather is here represented by stocks of finished upper leather
(in square feet) held by packers, tanners, decalers, importers, and
manufacturers. Cottonseed stocks are those held at mills; the
include stocks later destroyed at mills but not those re-shi .
In both cases data are complete re compiled by the g}) 8.
Department of Commerce, Bureau of the Census.
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perhaps least in food products, where the strong in-
fluences of seasonal production have not been sur-
mounted. In iron and steel greater stability is notice-
able only in the finished or semi-finished products.
Stocks of the non-ferrous metals samples (other than
ore) have been increasingly stabilized since 1922. The
outstanding case of greater seasonality in a single
product is stocks of gasoline. Here the forces of less
seasonal consumption and of more careful buying (if
any) have been far outweighed by an “uncontrolled”
production.

Where data make possible a comparison with the
period before 1919-20 the evidence is strong that present
trends toward stabilization have not brought us to a
condition unknown before. The extreme stock varia-
tions of most industries in 1919 and 1920 make the
improved situation in succeeding years scem better than
it appears when compared with the yvears before 1919,
While frequently the similarity in the degree of stabil-
ity attained in the vears before 1919 with that since
1920 suggests that those two years rather than the years
that have followed are the unusual ones of the series,
there is reason to believe that in certain industries, at
least, a new stability has been attained.



CHHAPTER XIX

DOES HAND-TO-MOUTH BUYING
STABILIZE PRODUCTION?

Conflicting opinions as to the effects of hand-to-mouth
buying on the stability of production have been repeat-
edly expressed in discussions of the subject. Some ob-
servers believe that difticulty of planning, caused by the
lack of advance orders, brings a hesitant, vacillating, and
unsteady character to production. Others assert that the
spread of orders through the year induces steadier prod-
uction, conforming to the steadier order flow. The very
importance of this issue has been the reason for reluc-
tantly excluding an extended investigation of it from
this study. Such an inquiry, it seemed, would be too
great an excursion from the trade aspeets of the matter
with which this volume is essentially concerned.

Nevertheless, some evidence on the question has been
examined. Four industries, in the histories of which
periods of hand-to-mouth buying had bheen disclosed by
data studied in earlier chapters, were selected as sam-
ples. The stability of production in cach of a series of
years has been measured in each of these sample in-
dustries with a view to determining the effects, if
any, of hand-to-mouth buying. The samples are enam-
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363
STABILITY OF PRODUCTION A8 RELATED To VARIATIONS IN
UNFILLED ORDERS
Enameled Ware Baths, 1919-1928 ¢
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eled ware baths, oak flooring, knit underwear, and steel
ingots.!

In one case the data extend well back into pre-war
years, making possible a post-war and pre-war com-
parison. The method of measurement used in each case
i3, asin the four preceding chapters, sccuring the average
pereentage deviation from the average. It is desirable
to emphasize the fact that it is the stability of produc-
tion within each yvear of a series and a comparison of
the stability from year to year that is undertaken: the
effort is not to compare the quantity of production in
one year with that of another year. The most probable
changes within each year are seasonal ones, and sea-
sonal changes are those to which the method employed
is best suited. Where there are scvere advances and
declines of a non-seasonal character which are peculiar
to certain years, the year-to-year comparison is much
less satisfactory than it would otherwse be.

Shifts to and from hand-to-mouth buying during the
period 1919-1928 have had no significant effect upon
the stability of production of enameled ware baths. The
chart on page 363 shows unfilled orders, production, and

! Production of enameled ware baths was computed from stocks
on hand at the end of the month and shipments during the month
compiled by the U. 8. Department of Commerce, Bureau of the
Census, from reports from the entire industry. Production data
for oak flooring, representing about 70 per cent of the industry,
are com(filed by the Oak Flooring Manufacturers' Association ; for
knit underwear, representing about 61 per cent of the industry, are
compiled by the Associated Knit Underwear Manufacturers of
America and by the U. 8. Department of Commerce, Bureau of
the Census; and for steel ingots, estimated total production on
the basis of a sample varying from 84 to 85 per cent of the
industry, are compiled by R:e American Iron and Steel Institute.
Data are published in the Survey of Current Busincss.
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the variation in stability of production for the series of
years considered. In 1920 and 1923, when unfilled or-
ders were especially numerous, the stability of produec-
tion was not particularly different from that of 1926
and 1927, when unfilled orders were particularly few,
or from that in 1922, 1924, 1925, and 1928, when un-
filled orders were somewhere between these two extremes.
The vears 1919 and 1921 are those of outstanding in-
stability in production. In each of these vears there
were such violent non-seasonal movements of production
that they cannot be satisfactorilv compared with the
other years of the series.

From the middle of 1921 to the end of 1925 there
was a marked upward trend in the production of
enameled ware baths. From the middle of 1922 onward
the industry was producing in even larger quantity than
during the 1920 boom. It scems reasonable to believe,
therefore, that it was operating close to capacity and to
conclude that the stability of production attained from
1922 to 1925 (and perhaps in 1920 as well) finds its
chief eause in growing business and capacity production.
These conclusions have some added support in the fact
that this industry lost something of its stability in 1926,
1927, and 1928, yvears during which the trend of pro-
duction was slowly downward.

In the oak flooring industry periods of good advance
ordering and of hand-to-mouth ordering follow one
another without apparent effect on the stability of pro-
duction. (See chart on page 366.) It is true that the
years since 1921 have been years of notable stability,
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and that these are years commonly thought of as the era
of hand-to-mouth buying. In this particular industry,
however, the unfilled order situation has varied widely.
During the period 1922-1925 there were unfilled orders
in large amount .on the books at practically all times.
In 1926 and 1927, on the other hand, orders were, dur-
ing the first half of each year, somewhat above ship-
ments in each month and, in the latter half of each year,

StasiLity oF Propucriox oF Oak Froorixg, 1912-1928 @

(Average percentage deviation of monthly data from arithmetic
mean for indicated calendar year)
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considerably below shipments. In 1928 unfilled orders
on hand at the end of each month were in each instance
almost identical with the shipments for the next month.
But, as the chart shows, stability of production has not
been great in any of these vears, and a year of high un-
filled orders and a year of low unfilled orders often
show the same degree of stability of production.

If we compare the post-war with the pre-war period,
the first statement which must be made is that on the
average the stability since 1921 is definitely greater than
for the years 1912-1916. There is also evidence that
during the pre-war as during the post-war years hand-
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to-mouth buying was not of importance in affecting the
stability of production in this commodity. Unfilled or-
ders were on hand in good quantity from the beginning
of 1912 to the middle of 1914. In the latter half of
1914 and in 1915, those on hand at the end of each
month were in most cases less than shipments for the
ensuing months. Yet such changes in the stability of
production as occurred during this period appear to
have no consistent relationship to these changes in un-
filled orders.

As in the case of enameled ware baths, a study of de-
tailed production data leads strongly to the conclusion
that improving stability is found during periods of in-
creasing production, at least when such increase is
practically continuous for more than a year. This cor-
relation appeared in the pre-war years 1915-1916—pro-
duction advancing from about 6 million board feet in
December, 1914, to about 11 million board feet in De-
cember, 1916. It is strikingly noticeable from 1921
through 1925—production advancing from 6.5 million
board feet in December, 1920, to about 42 million board
feet in December, 1925. A slight falling off in produe-
tion in 1927 and 1928 has been accompanied by a slight
increase in variation.'

? With such a method as is used here for measuring stability, the

rcentaﬁe variation that is caused by growth in production

comes less important as the average increases. During the years
1922-1925 the growth in oak flporing production was about the
same in one year as another. Therefore, the percentage variation
in production caused by growth becomes less important through
the period. This fact must be taken into account in considering
the gain in stability during these years.
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The years of greatest instability—1919, 1920, and
1921—are in each instance years of a sharp change in
the quantity of production through the year. All three
of these years display such marked trends that they
cannot very satisfactorily be compared with most of the
other years considered.

There is evidence that the production of knit under-
wear is somewhat less stable during a period of increas
ing hand-to-mouth buying than during a period of good

StaBILITY OF ProDUCTION oF KNIT UNDERWEAR, 1920-1928 @

(Average percentage deviation of monthly data from arithmetic
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< See footnote 1, page 364.

advance ordering. (See chart on this page.) Of the
seven years 1922-1928 advance orders were in much
larger volume in 1922 and 1923 than they were in the
period 1925-1928. During these last four years unftilled
orders were declining. Production was more stable in
1922 and in 1923 than in any other of the years studied.
The gap in production data within 1924 makes it un-
satisfactory to consider that year as a part of the series.

A comparison of the order basis of a leading steel
company and the production of steel ingots shows the
co-existence of hand-to-mouth ordering and stable pro-
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duction, 1925-1928. (See chart on this page.) While
there have been in the periods studied some other years
of as stable production of steel ingots as some of the
vears of this era, its continued stability is very notice-
able. The years since 1923 or 1924 have heen years in
which orders have run continuously closer to shipments
(aecording to the record of the steel company presented
on pp. 54-35) than in any other years in the history of
the industry. There is reason, therefore, to believe that

StaBILITY OF PropucTioN oF STEr Incors, 1918-1928 ¢

(Average percentage deviation of monthly data from arithmetic
mean for indicated calendar year)
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¢ See footnote 1, page 364,

this period of inereased stability is related to hand-to-

mouth buying practices in the steel trade during the
past few vears,

From this limited survey of four sample industries,
it is at least possible to conclude that hand-to-mouth buy-
ing has affected stability of production differently in
different cases. In the steel industry the evidence sug-
gests greater stability as a result of increased hand-to-
mouth buying. In the knit underwear trade the conelu-
gion i8 just the opposite. In the production of enameled

25
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ware baths and of oak flooring, stability of production
seems to be affected little, if at all, by hand-to-mouth
buying phenomena, although hand-to-mouth practices
were noticeably present in both these industries and re-
peatedly so in the record of oak flooring.



C. CERTAIN EFFECTS ON COSTS AND
MARKETING RELATIONSHIPS






CHAPTER XX

THE COSTS OF SMALL ORDERS

A considerable increase in the relative frequency of
small orders may bring a variety of puzzling situations
to a business organization. It may be thought necessary
to make purchases of materials or goods in smaller units
than before. Such reductions may require that higher
prices be paid; they may require a revising of trans-
porting and receiving methods; they may bring disar-
rangement, if not confusion, to organization for storage
and handling.

But it is with the possible effect of small orders upon
selling costs that business men have been chiefly con-
cerned. The belief among them that an increase in the
proportion of small orders inereases the costs of market-
ing is very widespread. 1t is essentially with this aspect
of small order costs that this chapter deals. In con-
sidering the question, the points to be borne in mind
are these: assuming that a company is selling a certain
volume of goods, does it cost more or less to secure and
distribute that volume in small units or in large ones?
If more, where do the added costs arise? 1f there are
added costs, how great are they ? Finally, if such costs
occur, what is their incidence: do they fall on the seller,
or are they passed on?

373
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To throw light on these questions, several sets of
evidence are examined:

1. The experience of 115 manufacturers;

2. Reports of canners’ costs;

3. An investigation of warehouse deliveries;
4. Certain studies in the wholesale field.

The experience of the manufacturers will be con-
sidered first.

I. SMALL ORDER COSTS AMONG
MANUFACTURERS

The manufacturers whose reports are discussed here
constitute the same group of 115 whose order history
was considered in Chapter VIII. (See page 100.) That
“smaller orders” were adding to their costs was the
very general opinion. One hundred and four— 90 per
cent—declared this to be the case. Only eleven—10 per
cent—reported no increased cost from smaller orders.

The added costs due to decreasing size of order may,
of course, arise in any phase of marketing. For pur-
poses of this study, the selling process was divided into:
(1) securing orders; (2) the office work involved in
bandling orders; and (3) the physical work of handling
and shipping goods. Inquiry was made concerning each
of these phases of marketing to ascertain whether added
costs were incurred as small orders became a larger
proportion of the total number of orders.

It seemed worth while to try to find out not only
whence came the added costs to those who had them, but,
if possible, how those who avoided them succeeded in
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doing so. The 115 manufacturers were, therefore, di-
vided into two groups: the 104 manufacturers who indi-
cated that small orders are increasing their marketing
costs, and the 11 who indicated no such added costs. We
may consider first the group which has experienced
added costs, and open with the question of securing
orders.

Does it cost more per unit to secure business tn a
small-order cra than in a large-order era? A large pro-
portion of manufacturers find that it does. The 104
who reported that added costs came from small orders
were asked whether part of these costs came from se-
curing their business. Their replies were distributed as
follows: yes, 78; no, 4; not replying, 22. Thus 95 per
cent of those replying to the question believe that costs
of securing business mount as small orders become more
uumerous.

But the cost of securing orders is itself a composite
of several items. Is it added pay for the salesman that
works the mischief ¢ Sixty-nine manufacturers replied
on this point. The opinion of those who answered was
more evenly divided than on the preceding question.
Thirty-eight, or 55 per cent of those replying on pay
to salesmen stated that there was more total pay for the
same volume of business, and 31, or 45 per cent, that
there was no added cost of this nature.

Does the added cost of securing the order arise from
increased travelling expenses? Of 71 manufacturers
reporting, 62 said “ yes ”; 9 reported “ no.”” Thus in a

' It should be remembered that it is added total pay for sales-
men in securing a given volume that is pertinent.
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ratio of almost six to one, manufacturers find smaller
orders bringing added costs from this form of expense.
It is clear that a larger proportion of manufacturers are
troubled by increased expense acounts than by increased
salesmen’s pay.

The frequency with which customers are now de-
manding attention has caused many concerns to resort
to the telephone to replace, in part, a salesman’s calls.
This study clearly showed such increase. Fifty-one
manufacturers, or 77 per cent of those reporting on the
question, said that the incerease in small orders had
added to the costs incurred for telephone calls used in
securing orders. Fifteen, or 23 per cent, said that this
was not the case.

Is more supervision and direction of salesmen re-
quired when the proportion of small orders grows larger ?
Of the 66 manufacturers answering this question, 44
said ** ves,” and 22 said *“no.”" Thus, 67 per cent of
those who replied found inereased cost through super-
vision of salesmen, while 33 per cent did not report such
a cost.

How did some avoid added costs of sccuring addi-
tional small orders? What was said by that group of
eleven manufacturers who stated that although they have
experienced an increase in the proportion of small
orders, this had not increased the costs of marketing
their total volume ? Their replies show that they did not
escape every possible increase. Three of the eleven, for
cxample, said that costs of securing business had ad-
vanced; eight that they had not. The chief point at
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which saving in securing the order was made by this
small group of manufacturers as compared with the
larger group was in the payment of salesmen. Thus this
group, reporting on whether added costs came through
more total pay to salesmen, replied in the ratio of six to
one that such was not the ease. About half of them
found no added cost through telephone calls or added
supervision, but two-thirds did find an inerease in travel-
ling expenses for salesmen. Since these companies were
not asked to report specifically on how they get more
orders with no added cost, the method cannot be stated
with great certainty. Since a larger proportion, how-
ever, have increased salesmen's total pay, it seems rea-
sonable to conclude that the telephone Las to some extent
replaced the salesmen’s call in their activities. More-
over, since salesmen’s travelling expense has gone up
in many more cases than salesmen’s pay, it appears that
several of these companies have found a way to get their
men over more territorv with no added compensation
and apparently with a lower salary cost per dollar of
order.

How are office costs affected by small orders? leaving
the costs of securing orders, we now ask: what of the
office costs for handling orders of different sizes? No
less than 95 per cent of thosc who find an increased
marketing cost as the result of small orders find part of
that cost arising from the added office expense involved.

An attempt was made to mecasure the relative office
costs for large and small orders. It was realized, how-
cver, that it would be ludicrous to attempt to consider
orders of all possible sizes for all the companies report-
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ing. As has been indicated earlier, ‘“ small order ”” and
“large order ” are variable terms, depending on the par-
ticular business house concerned and even more on the
nature of the business. An order which would be con-
sidered large by a toy-maker might be very small for a
steel manufacturer. Moreover, a large order even in a
given line of business and in a given business establish-
ment may have at least two meanings. It may mean an
order for a large number of dollars’ worth of goods or an
order for a large variety of goods, even though the total
value is small. Of course, it may mean a combination of
these. Conversely a small order may mean one for a few
items or a few dollars worth, or both.

To make the question sufficiently flexible to be an-
swerable by a great variety of concerns in a great variety
of businesses, it seemed best to permit those responding
to use their own judgment as to what constituted a large
or a small order in the case of their respective houses.
Therefore, the question concerning office costs were pref-
aced by the statement: ‘ Suppose a ¢ good sized ’ order,
for your business, and an order onec-fifth as large are
going through your office.” “ Assuming in each case the
costs of handling the ¢ good sized ’ order as 100 per cent,
what is your best estimate of the proportionate cost re-
spectively, for recording, billing, granting credit, and
collecting for the order that is one-fifth as large?”

It is unnecessary to give in detail an analysis of the
reported costs for each of the tasks, but certain rather
striking conclusions or summaries are worth presenting.

(1) It will be well to state first that over one-half of
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the manufacturers reporting replied to each of these
questions that the cost for the small order was 100 per
cent of the “ good sized ” order. This is equivalent to
saying that the office costs for these several activities
for a small order are five times as great in proportion
to the size of the order as for the larger one considered.
These statements, of course, cannot be taken at quite
face value, as no doubt many of the firms reporting
found it easy to answer “ 100 per cent’” when more
accurate calculations might have shown a result some-
what above or below this fizure. When they are con-
sidered in the light of other statements submitted, par-
ticularly the fact that in connection with each activity
certain manufacturers found the cost for the small order
more than 100 per cent of that of the larger, one is
inclined to give them more credence than would other-
wise be the case.

(2) In only two cases did manufacturers report that
their recording, billing, credit granting and collecting
charges, respectively, varied in proportion to the size of
the order. Over 95 per cent reported that in connection
with each of these activities the costs were disproportion-
ately large in handling the smaller order.

(3) The range of relative costs for the one-fifth size
order and the “ good sized ” order ran from 20 per cent
to 105 per cent in the case of recording; from 20 per
cent to 105 per cent in billing; from 20 per cent to 300
per cent for granting credit; and from 20 per cent to
300 per cent for collecting.
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(4) The average of the percentages reported for the
three activities are, respectively: for recording the
smaller order, 88 per cent of the cost of recording the
larger order; for billing, 82 per cent; for granting
credit, 97 per cent; for collecting, 101 per cent. The
disproportion in office costs thus rcaches a climax in
collecting, where the average cost is found to be 1 per
cent larger for the ** small order” than for one five
times as great. Indeed, in the extreme instances collect-
ing cost is three times as great for the small order as for
the one five times as large.

While one is at first blush skeptical of such possibili-
ties, that skepticism is to some degree routed by such
comments as this, accompanying one reply :

In dollars and cents of cost it actually costs more per order
to collect for small than large orders.

Or this, made by a min who reported a great propor-
tionate difference for small orders:

The good sized orders always come from the A-1 risks.

How do small orders affect unit cosls of packing,
trucking, and shipping? The reports received con-
cerning the cost of packing, trucking, and shipping for
‘“ good sized ” orders and for orders one-fifth as large
show some interesting differences from the statements
made concerning recording. billing, granting credit, and
collecting. Neither in packing, trucking, nor shipping
are small orders attended by as disproportionately large
costs as they are in office activities. One manufacturer re-
ported that the smaller order actually cost him, for pack-
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ing, less than one-fifth as much as the larger, while two
reported that the shipping cost was less in proportion.

Eight manufacturers out of 63 replying reported
packing costs in exact proportion to the size of the
order—that is, that the order one-fifth as large costs
one-fifth as much to pack. Eleven manufacturers out
of 59 reported similarly for trucking, and eleven out of
60 in the same way for shipping. All others, with the
exceptions noted above, stated that the smaller order
brought a disproportionately larger cost in each of the
activities here under consideration. The range of rel-
ative costs for the smaller as compared to the larger was
from 10 to 115 per cent for packing: from 20 to 125 per
cent for trucking: and from 10 to 125 per cent for
shipping. If we take an average of the percentages re-
ported, we may conclude that it costs 54 per cent as
much to pack the ** one-tifth ” order as to pack the
larger one; 52 per cent as much for trucking this small
order; and 56 per cent as much for shipping it.

What do all of these cost figures amount to if we put
them into some general form? One way to summarize
is to assume a company called The American Manufac-
turers, Amalgamated, made up of all the companies re-
porting in this study, and to assume that this company
is putting through two orders: one for $100, which we
will call a “good sized” order, and another for $20,
which, obviously, is one-fifth as large. We may also as-
sume that the cost for cach office activity, and for pack-
ing, for trucking, and shipping for The American
Manufacturers, Amalgamated, bears the same relation
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to these two orders as the respective averages of the com-
panies reporting.

The documents for the $100 order move through the
office. Since what is sought is a comparison with the
costs of this movement, they might be set down as 100 per
cent. But it may be simpler to keep the matter in dollars
and cents terms. Therefore, let us say that for the $100
order it costs $1.00 for recording; $1.00 for billing;
$1.00 for the work of the credit department; and $1.00
for collection. This gives us a total of $4.00 for the
office work on the “ good sized ” order. The documents
for the $20 order also move through the office. Aec-
cording to the “ cost figures” of The American Manu-
facturers, Amalgamated, this order will require $.88 for
recording, $.82 for billing, $.97 for the work of the
credit department, and $1.01 for collection, making a
total of $3.68." Thus the office costs for the $20 order
are 92 per cent of those for the $100 order. Put in
terms of the respective value of each order, the total
office cost for the larger order is but 4 per cent of its
value, while the office cost for the $20 order is 18.4 per
cent, or over four and a half times as great.

The two orders proceed to the processes of packing,
trucking, and shipping. To make our figures easy, we
will again assume $1.00 for each operation in handling
the larger order. For the order one-fifth as large, how-
ever, the experience of The American Manufacturers,

*These figures are, of course, the average percentages arrived
at as representing the costs for “ an order one-fifth as large.” See
the several pages immediately preceding.
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Amalgamated, shows that the packing charge is $.54, the
trucking charge 8.52, and the shipping charge $.56.
This makes the total of $3.00 for the three operations
on the large order and $1.62 for the three on the small
one. Thus the handling costs of the small order turn out
to be 54 per cent of those for the large order. In terms
of respective values, the cost of doing these things for the
larger order is 3 per cent of its value, and for the
smaller order it is 8 per cent, or about two and two-
thirds as high a cost. Disproportionate as this fig-
ure is, it is not so extreme as the office costs which, it
will be recalled, showed a disproportion of four and one-
half times when related to the value of the order.

If the American Manufacturers, Amalgamated, com-
bines office and handling costs for each of the two orders,
we find results as follows:

$100 OrpEr $20 OrDER
Office costs ........... $4.00 Office costs .... ...... $3.68
Handling costs ........ 3.00 Handling costs ........ 1.62
Total ............ $7.00 Total ............. $5.30

Comparing these total costs, we find that the expense
of “officing ”” and handling the $20 order is 75 per cent
of that involved in handling the $100 order. It is per-
haps not necessary to remind ourselves that if operations
in dealing with the small order cost no more in propor-
tion to its size, it would cost 20 per cent as much as to
deal with the large order. In costing 75 per cent as
much, its costs are three and three-quarters times as
great in proportion to its value.
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II. CANNERS’' REPORTS OF COSTS

Cost-keeping is a phase of business management not
highly developed in the cauning industry. More than
half of the companies reporting in the study undertaken
included no information on comparative costs.” .\ num-
ber of companies made such statements as: * We know
that costs for small orders are disproportionately large,
but we do not know the differences aceurately,” and,
* We would not hazard a guess, but the cost on twenty-
five cases is as high as on 100 cases,” or, “ We have no
accurate costs for different sizes of orders.” The lack
of data on costs is the more significant, as in many cases
such data were not furnished cven by large companies
which gave detailed information on sales matters for
a long series of years.

So far as adequacy of cost records is concerned, can-
ners may be put into three classes—those whose records
vield very little information ; those who estimate costs
by dividing total cost by number of cases packed, thus
reducing everything to a cost per case; and those who
keep their records in such a way that in figuring costs
they can take into account the differences in handling
various sized units. On pages 386-387 there is presented
a table showing the relative costs for different sizes of

*Yet most canners feel sure that small orders are costly. Of 40
vegetable canners who specifically answered the question “ Does
hand-to-mouth buying bring added coxts to canners? ”’ 39 replied
that it did. Ten reporting fruit-canners were unanimously af-
firmative in answering the same question. Data are from replies
to the questionnaire sent to members of the National Canners
Association,
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orders, compiled from the figures reported by eight com-
panies of the last type.' Average marketing costs for
100-case and 25-case orders were expressed as percent-
ages of the average costs for a carload order. If the
marketing cost per unit of goods were the same for each
size of order, thesc relative average costs would appear
as follows:

Carlond ... .............. 100.0
100 cases .................. 10.0
25 CaSeS ... 2.5

All phases of selling activities cost more per unit as
orders grow smaller. An examination of the table shows
that the cost of securing the order is 6 per cent greater
per unit for 100-case lots than for car lots and about 28
per cent greater per unit for 25-case lots than for 100-
case lots. The cost of records, per unit of goods, is three
times as great for 100-case orders as for earload orders
and over eleven and a half times as great for 25-case
orders as for carload orders. Canners appear to esti-
mate the cost of billing to be about the same for each
order regardless of its size. The cost of loading is about
2.4 times as great per unit for 100-case lots as for car
lots and about 2.2 times as great for 25-case lots as for
100-case lots. That is, loading is over five times as ex-
pensive for very small shipments as for carload ship-

‘It will be noticed that there is considerable variation in
certain costs, such as packing, as reported by different companies
for the same amount of goods. This is undoubtedly due to the
fact that somewhat different factors were included under the
various headings by different companies. The table, therefore,
must not be considered as representing accurately the differences
in cost for specific items as between different. companies.

26
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CoMPARATIVE MARKETING CosTs OF VARIOUS Sizes or ORDERS

(In
Items of Cost Corggany Corg;zmny Coulxgany Conéopa.ny
Securing Order
Carload®............ 101.00 101.50° 95.00 120.00
100 cases............ 10.50 11.50¢ 10.30 12.00
25cases............. 3.00 4.00° 3.00 3.00
Records:
Carload®............ .25 1.00 1.00 1.00
100 cases............ 25 1.00 .75 1.00
25cases............. .25 1.00 75 1.00
Billing 4
Carload®............ .25 1.00 1.00 2.00
100 cases............ 25 1.00 1.00 2.00
25cases............. .25 1.00 .75 2.00
Packing for Shipment :
Carload®............ 26.50 9.80 22.00 70.00°
100 cases............ 3.60 1.25 .50 7.70
25cases............. 1.65 .50 .40 2.00
g:
Carload®............ 4.00 2.80 2.00 8.00
100 cases............ .50 .35 .50 .88
25cases............ 25 .15 .40 .25
Trucking:
Carload®............ 35.20 .
100 cases............ 5.50 2.00
25cases............. 1.38 1.00
Freight:
Carload®. ........... .. 92.40 117.60 64.00
100 cases............ 19.80 17.10 11.20
25cases............. .. 4.95 4.30 2.80
Total:
Carload®......... ... 180.00¢ | 243.70 238.60 265.00
40.40 34.65 36.78
12.98 11.20 12.05
151.30 121.00 201.00
20.60 17.56 25.68
8.03 6.90 9.25

s Companies 1 -nd 18 are in the same city.

® Carload is 1,000 cases except for Company 22, for which, there being 850 cases
per carload, the data have been adjusted nccordmgly

e Brokmn ch-ue was not reported by this company but was included on same

basis as r;};oned the preceding compan:;
'n:Colt collocﬁzg v m:dbyp. :v: companies that it could not be used.

evidence ﬂut it was included in ‘'billing’’ in some
¢ Includes cost of labels.
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roB CANNED Foops As ReEporTED BY EigHT CoMPANIES, 1928
dollars)

Average as Per-
Company}|Company|Company|Company)| centage of Carload

41 22 1* 154 Average Marketing Cost
100.00 82.00 60.00 60.00 89.94 100.0
10.00 10.00 6.00 6.00 9.54 10.6
2.50 3.50 2.00 2.00 2.88 3.2
1.00 .05 10.00 10.00 3.04 100.0
.50 .05 2.00 2.00 .94 31.1
.50 .05 2.00 1.50 .88 29.0
.50 .05 1.00 1.00 .85 100.0
.50 .05 1.00 1.00 .85 100.0
1.26 .05 1.00 1.00 91 107.6
30.00 30.00 31.38 100.0
3.00 3.00 3.93 125
1.50 1.50 1.53 4.9
7.50 10.00 6.00 6.00 5.79 100.0
2.00 1.00 3.00 3.00 1.40 24.8
1.00 25 2.00 2.00 .79 138.6
10.00 10.00 18.40 100.0
2.00 2.00 2.88 15.7

1.50 1.50 1.35 7.

54.00 131.30 197.60 197.61 122.07 100.0
10.40 18.92 30.40 30.40 19.75 16.2
2.85 4.73 7.60 7.60 4.98 4.1
163.00 | 223.40 | 314.60 | 314.61 | 244.15¢ 100.0
23.40 30.02 47.40 47.40 35.71s 147
8.11 8.58 17.60 17.10 12.05¢ 5.0
109.00 92.10 117.00 117.00 | 130.05¢ 100.0
13.00 11.10 17.00 17.00 17.12¢ 18.2
5.26 3.85 10.00 9.50 7.27« 5.6

f Includes freight oost of $48.00 for carload and trucking charge of $10.50 for
100-case lot and $3.37 for 25-case lot

¢ Each canner was asked to report both individual items and total cost. Some
reports omitted oertain items of costs. Therefore, in the totals these items “:f,m
a8 zero. In oomputm; uvenﬁo for individual items of cost, on the other
unreported items were consi . not as gzero, but as data unavailal Prohbly
therefore, the eatimate of each detalled item of cost gives a more neuly acourate
comparison between different sizes of orders than does the estimate of total costs.
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ments. The increase in cost of packing is not nearly so
great, yet there is reported an increase of 25 per cent in
100-case over carload shipments and of about 56 per
cent in 25-case over 100-case shipments.
ComPARATIVE FREIGHET Costs OoF VARIOUS SizEs oF ORDERS FOR
CANNED Foops As REPORTED BY SEVENTEEN COMPANIES
(In dollars)

Company Carlond | 100 Cases | 25 Cases

19 . 122.50 15.05 3.75

L 102.60 41.85 3.24
2. . 92.40 19.80 4.95
4. 117.60 17.10 4.30
20, ... .. 64.00 11.20 2.80
41, .. 54.00 10.40 2.85

1.... .. - R 197.60 30.40 7.60
15... . . L . 197.61 30.40 7.60
12... . .. . . .. 108.30 38.84 10.46
2... .. .. . 90.00 13.00 3.25
49... . . o 72.00 12.60 3.15
46 . . o 146.00 19.00 475
8 ... . . 136.00 18.00 4.50
18........ S 86.00 10.00 4.00
48.. ... .. R 55.10 10.26 2.57
34....... . .o R 61.20 13.20 3.30

4. . e 120.00 18.60 4.65
Average... ... ............ 107.23 19.39 4.57
Average as percentage of carload

freightcost ................ 100.0 18.1 4.8

As would be expected, the big inerease per unit in
freight costs comes when the shipment falls below a car-
load. The increase in cost is 62 per cent when the ship-
ment changes from a carload to a 100-case lot. No ap-
preciable increase in cost per unit occurs as the orders
become still smaller. In the table on this page the com-
parative freight costs of a larger number of companies
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are shown, and here we find that the increased cost per
unit for less than a carload is 81 per cent. In the case
of trucking the cost increases about 57 per cent per unit
in 100-case shipments over carload shipments, and about
ST per cent in 25-case over 100-case shipments, making
the cost per unit in 25-case shipments nearly three times
as great as for carload shipments. Trucking thus be-
comes an important additional cost as orders become
smaller.

It will be seen from a consideration of these data that
the most significant increase in costs per case (for such
sizes of orders as we have considered), when shipments
drop below a carload, comes from added freight charges.
For 100-case lots as compared with a carload the added
cost without freight is 32 per cent; with freight it is
47 per cent.

What is the social significance of these figures ¢ What
do they show concerning the increased cost, if any, of
distributing our annual pack of canned goods under
hand-to-mouth conditions ¢

Suppose we compare the cost of marketing a year’s
pack in the sizes of orders in which the pack was han-
dled in 1927 with the cost of handling it in the sizes of
orders in which the 1919 pack was handled, applying
in each instance the itemized cost data given on pages
386-387." By making use of the size of order distribu-
tion for the two yvears as arrived at in Chapter VIIT and

*It will be convenient to assume an annual pack of 100,000,000
cases. The most recent data available show a somewhat higher

figure, but earlier years and estimates of the current year show
that 100,000,000 cases is a reasonable approximation.



390 HAND-TO-MOUTH BUYING

of the relative costs as determined in this chapter, a com-
parison is possible. The chart on this page shows graph-
ically such a comparison for all the more important
items of cost. The smaller orders of the 1927 method
of buying means an added total cost of nearly 8 million
dollars in the distribution of canned goods by canners
to their customers.

CosTs oF MARKETING AN AVERAGE YEAR'S Pack oF CanNep Foobs
IN Sizes oF ORDERS PREVAILING IN 1919 AND 1N 1927

(Based on itemized cost data reported in 1928—see pp. 386-387)
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II1. COST CURVES FOR WAREHOUSE DELIVERIES

That warehousemen have for some years been dis-
turbed by the belief that therc was an increase in the
proportion of small orders delivered out of their houses
has already been stated. The topic has been frequently
discussed in their periodicals and considered in their
conventions. The results of a brief study of the com-
parative size of orders out of warehouses are given on
pages 159-169.

The belief that his “out” orders were’ becoming
smaller has been always accompanied by the fear that
smaller orders brought added costs. What does ware-
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house experience add to the general question of the costs
of small orders?

Studies have shown that warehouse delivery costs
advance as the size of “ orders out” goes down. The
most careful study of the question which has come to
hand is that of Mr. Anson M. Titus, who from 1918 to
1925 was cost accountant for the Quincy Market Cold
Storage and Warehouse Company of Boston. A graphie
presentation of the findings of Mr. Titus is given in the
accompanying chart. As the costs are expressed in man-
hours, they may be considered valid at the present time,
even though several years have passed since their com-
pilation.® In discussing the chart reproduced on page
392, Mr. Titus says: “ Follow cach curve through the
maze and with one or two exceptions the cost of delivery
in man-hours increases as the size of the delivery de-
creases. A further analysis of the exception will un-
doubtedly reveal peculiarities of working conditions
causing the perversity. In all cases, however, when the
size of delivery reaches smaller dimensions, the curves
rise much more rapidly than in deliveries of greater bulk.
Each curve makes its sharpest curve from the transition
from low cost to high cost somewhere in the vicinity of
2,000 or 3,000 pounds per delivery. In other words, if
a delivery of less than this quantity is made, the cost
becomes excessive ; and if such are persisted in from any
one consignment of goods, the number of deliveries be-
comes excessive.”

* The writer is also informed by Mr. Wilson D. Little, Executive
Secretary of the American Warehousemen's Association, that

there have been no technical changes in the warehousing industry
which would invalidate the figures for present day purposes.



ANIAIIX] 424 SO

A\\\ B

I |

AROVY/ M SEOL-NYW T SMGY ANOWY &M
(spunod @01 4ad sinoy-uvtu uj)

$Z6T ‘SAS.1OHENY | SLIASAHOVSSYY 40 L1() SINGArRE( TIVIRS 40 SLSO)) DNISVIHON]

a0| { n VIR Eﬂ.-.lr_
A s o
1 T
/ o




COSTS OF SMALL ORDERS 393

The curves do indeed appear to bear out the observa-
tions of the investigator. A discussion of the detailed
variations of costs shown is not necessary. It is worth
saving, however, that Mr. Titus coneludes ** if deliveries
average less than one ton on a consignment of goods, an
extra charge should be made.™

IV. A WHOLESALE GROCERY SAMPLE

The changes in costs involved as orders vary in size
appear to be far less well known to wholesalers than to
manufacturers.  Correspondence and conference with
a considerable number of wholesalers furnishes evidence
of desire to know such costs but evidence also that little
is known. Among the agencies which are now actively
exploring this field, the United States Department of
Commeree is prominent.’

The relative costs of orders of varying sizes deter-
mined by one of the leading wholesale grocers of New
York City are worth presenting. They may be indicative
of these costs in the grocery field, and they may suggest
a method of approach for other wholesale goods.

The cost of handling small grocery orders is dispro-
portionately large. The table on page 394 shows that
the cost of handling, expressed as a percentage of the
value of the order, increases as the orders become
smaller. It is nearly twice as great for the $5 order as
for the $200 one. It is significant to note, in examin-
ing this table, that the increase in the percentage ratio
is slight until the order drops below $235.

'The Department is projecting a series of distribution cost
studies, of which several have appeared.
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CosT oF HANDLING WHOLESALE GROCERY ORDERS
oF VARIOUS SIzEs®

$5 $25 $50 $100 | $200
Cost Items Order | Order | Order | Order | Order
Buying................ $.05|%.26|8%.51]| $1.02 | $2.04
Sel 'l(lifi ................ 23 1.22 2.31 4.62 9.24
Handling and shipping. . 17 .85 1.70 | 3.40 | 6.80
Delivery . ............. .35 .58 1.01 1.76 3.25
General and administra-
tive................. .39 75 1.43 2.61 4.56
Total................. $1.19 | $3.66 | $6.96 [$13.41 |$25.89
Total as percentage of
value of order......... 23.80 | 1464 | 1892 | 18.41 | 12.94

* Based on figures obtained from a leading New York wholesale
grocer.

The average order for this company in 1927 was $37.
This size of order can be handled at a cost of 14.19 per
cent of its value. This is slightly more than 1 per cent
above the cost of handling a $200 order. But, if this
“ average order ” results from handling a very large
number of orders of about 5 and a few orders for
large amounts, the average as a basis for determining
costs is very deceiving. This is additional evidence that
wholesale grocers, as others, having a wide range of
sizes in orders may profit by classifying their orders in
such a way as to determine what proportion of them are
in high groups." If the proportion is large, they may

* A case is reported by the Service Bureau of the Metropolitan
Life Insurance Company of a wholesale grocer who has deter-
mined that orders for less than $10 will not cover sales cost, not
including warehouse, delivery, and office expense. See its Bulletin
on “ Reducing Selling Costs among Wholesale Grocers,” p. 7.
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find certain devices for lessening the proportion of such
orders or for passing on the cost of handling them, a wise
addition to sales policy.’

The conclusion is inescapable that the trend toward
the transaction of trade in small orders and small ship-
ments has brought added costs. The closeness with
which a rise in cost follows a decline in the size of orders
varies from industry to industry. Morecover, in certain
cases, at least, the order may decline from a very large
one to one considerably smaller before any pronounced
change in cost per unit takes place. If a decline con-
tinues, however, there is a point at which a sharp in-
crease in cost occurs.

Many of the easy generalizations which writers have
made as to the activities which give rise to added costs
as orders decline in size are not supported by the study.
It costs many businesses more to secure orders, but not
all concerns are so affected. A few have found a way
around the difficulty ; and in certain industries, of which
the canning industry is one, the manufacturer feels little
or no extra cost of selling, as he sells through brokers,
and brokerage fees are typically on a unit basis for all
orders.

* An analysis of wholesalers’ operating costs in four fields based
on the average gross margins and the average expenses for orders
for a variety of products indicated that orders of the following
gizes were necessary to “ break even”:

Electrical ............ $2494 Automotive .......... 12.86
Hardware ............ 1607 Drug ................. 1368

Harvard Business Review, October, 1928, p. 20.
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The change per unit in shipping costs also varies
widely among industries where orders arc all typically
less than a carload. Changes in these smaller sizes make
comparatively little change in cost per unit, but when
orders that have typically been carloads fall below that
quantity, shipping costs jump upward.

Oftice costs are perhaps those which most certainly
increase as orders decline. This is due to the compara-
tively flat expense per order for such work as recording
and billing regardless of the value per order.

In general, it is certain that doing business in ‘* small
orders” adds to society’s expense of operating the in-
dustrial machine.

Are the added costs of small orders passed on ¢ This
question is the first one that arises when one realizes the
costs involved in them. It would not be diflicult to make
a theoretical answer to the question at this point. But
it will be better to approach the question more realis-
tically. How are sellers actually meeting the small or-
der problem ? Do the methods they employ enable them
to absorb added costs? Are they distributed among
several agencies? Does better organization dispose of
them? A discussion of these questions finds a place in
the next chapter.



CHAPTER XXI
THE INCIDENCE OF SMALL ORDER COSTS

Like most other changes in economic arrangements,
the mounting costs resulting from an increasing propor-
tion of small orders were not quickly recognized by those
most involved. Indeed, there are many concerns that are
not vet aware of the extent to which small orders have
become a larger part of their total; or of the added costs,
if any, to which such small orders give rise. As has been
indicated in carlier chapters, the problem is one which
varies greatly among industries and among particular
businesses, and it iz not strange that it has not been
analyzed in every instance.

The immediate ineidence of inereasing small order
costs is chiety upon the seller. He does nothing to meet
an unrecognized difficulty. Old prices are maintained:
old trade practices continued. The cost is absorbed not
willingly but unknowingly. Indeed, as late as 1928 in
reports on the question from 115 manufacturers, 38 of
the 89 who reported a recognition of an increasing pro-
portion of small orders indicated either that they were
unaware of ““ added costs ” or, if aware of them, had
taken no action to meet them. A considerable proportion
of these, however, stated that they recognized the prob-
lem but they saw as vet no way of dealing with it.

Profit and loss statements first called the attention of
certain companices to the fact that even with increasing

397
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volume and with no change in gross margin, their net
profits were declining. Those with adequate cost systems
soon discerned that small order costs were among the
causes of the difficulty. Through trade journals, con-
ventions, and word of mouth, the dangers of smaller
orders have been, and are being, broadcasted. The work
of these agencies has been supplemented by the Depart-
ment of Commerce and by trade associations.'

In the following consideration of the incidence of
costs the discussion has not been restricted to the effects
upon profits and prices. Some attention has been given
to their incidence upon marketing structure as well.

When a seller becomes aware of added costs, relief s
usually sought. A study of the efforts of many sellers
suggests that one or several of the following conditions
result:

1. The seller may continue to absorb all or part of the costs;

2. The seller may avoid the costs;

3. The seller may find a way to eliminate or reduce the costs;
4. The seller may find a way to pass on the costs.

Concerning the absorption of costs, it only needs to be
added that this policy will not be followed knowingly
unless it is believed that competition compels it. Many
manufacturers and wholesalers report that competition
does compel it, however. If profits have been small or
at a minimum before and competition does compel it,
there is reason to fear deficit and insolvency and a shift-
ing of the incidence of the costs of small orders back to
stockholders and creditors.

* Among the useful publications of the Department of Com-
merce in this field are a series of distribution cost studies.
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Small order costs may be avoided. The simple and
direct way to avoid them is to refuse small order busi-
ness. Where such refusal has become the general mar-
keting policy of a concern, it has become common to say
that the company has adopted a system of selective
selling.” Selective selling simply means that the manu-
facturer, wholesaler, or other vendor concentrates his
sales efforts upon those customers or prospects who, he
believes, can buy in a sufficient quantity to make the
account profitable. Selective selling schemes of more or
less rigidity have been adopted by many manufacturers
and by some wholesalers. In certain cases a plan of
sclective selling eliminates certain whole territories
from the sales program; more frequently, it takes cer-
tain towns from a company’s hooks; still more com-
monly, it eliminates individual accounts; always it
opens to question those customers whose orders are
small.’

*It is natural that very frequently a small total volume of
business and small orders go together. That a great many
customers handle a very small proportion of the volume of
business done has been made apparent by the investigation of
distribution published by the U. S. Chamber of Commerce in
1928, in which eleven cities were studied. The following, present-
ing the situation in one city, shows the percentage of independent

store business which was done by the 20 per cent having the
largest sales:

Per Cent Per Cent
Women's clothing ........ 47 Men’s clothing ........... 59
Gasoline and oil .......... 48 Furniture ................ 61
Dairy and poultry ........ 51 Meat and fish ............ 63
Drugs ................. .. 52 Boots and shoes .......... 65
Confectionery .......... .83 Jewelry ........iiiiiinn 66
Grocery and delicatessen .. 35 Auto accessories .......... 68
Restaurants ............ ..5 Drygoods ................ 85

Office equipment ........ . 87
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There are numerous reports indicating that selective
selling has enabled manufacturers or wholesalers to
reduce the number of towns called upon, the number
of salesmen required, and, as a result, selling expense.’

SHIFT TOoWARD LARGER ACCOUNTS ACHIEVED BY AN ELECTRICAL
MANUFACTURING CoMPANY THROUGH THREE YEARS OF
SELECTIVE SELLING

I. NUMBER OF ACCOUNTS
(As percentage of total)

Nize of Account
Year Less $100 | $1,000 | $5,000 | $10,000 All
than to to to Or s
$100 | $1,000 | $5,000 | $10,000{ Over asses
1924, .......... 58.8 30.3 8.5 1.2 1.2 100.0
1925........... 53.6 34.0 9.2 1.4 1.8 100.0
1926........ ..l 51.3 35.9 9.5 1.4 1.9 100.0
1927........... 34.9 47.4 13.0 2.2 2.5 100.0
II. VALUE OF ACCOUNTS
(As percentage of total)
1924 ... ... .. .. 2.1 14.7 26.1 11.8 45.3 100.0
1925........... 1.7 13.2 21.5 10.7 52.9 100.0
1926........... 1.7 12.4 20.0 10.0 55.9 100.0
1927........... 1.0 12.1 19.6 11.2 586.1 100.0
II. AVERAGE SIZE OF ACCOUNT
1924 .......... $24 $346 | $2,167 | $6,947 826,143 | & 708
1925........... 29 344 2,077 | 6,654 | 26,750 888
1926........... 32 403 2,045 | 7,186 | 27,503 988
1927........... 41 352 2,075 | 7,038 | 31,135 1,376

The experience of one manufacturer of electrical
goods is indicated in the table on this page.'

* The experience of several companies is summarized by Guy C.
Smith in “ Selective Selling as a Means of Reducing Marketing
Costs,”” Marketing Executive Serics No. 5, Bulletins of the Amer-
ican Management Association.

‘ Data werc obtained directly from the records of the company.
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This reduction of the proportionate number of small
accounts brought about a corresponding increase in the
average size of orders and shipments. The following
table shows these averages.

Year Orders Invoices
1924.............. $ 85.66 $67.98
1925.............. 106.84 77.44
1926.............. 118.51 91.78
1927.............. 112.06 80.00

The Department of C‘ommerce reports a wholesale
hardware firm which worked out:

A rough approximation of the cost of each sales visit which
indicated that accounts which did not show purchases totaling
$600 per year were decidedly unprofitable.

One thousand four hundred thirty-two retail accounts were
carefully measured against this yardstick. Nearly half of the
accounts fell into the category of unprofitable business. The
situation was explained to the retailers and overnight 700
accounts were taken from the books. The elimination of these
accounts reduced the sales territory about 33 per cent. This
restriction of sales territory coupled with a 30 per cent reduc-
tion in items carried decreased the volume of sales 33 per
cent. The eliminated products included such heavy items as
lead and oil, which ran into a considerable dollar volume but
were not profitable.

After a three-vear operating test in the restricted area with
1 reduced line it was found that the dollar volume of net
profits had increased 35 per cent, while the relation of net
profits to sales had increased 68 per cent. Operating costs
were reduced by 4 per cent of gross sales below the average
for similar firms in this particular field*

A second way of avoiding the costs of small orders

consists in shifting to an entirely different class of

*Millard, J. W., U. 8. Department. of Commercee, “ Analysing
Wholesale Distribution Costs,” Distribution ("ost Studies, No. 1,
p. 11.

27
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customers than that served before—as when a manu-
facturer changes from retail customers to wholesalers.
He has, as in the preceding case, avoided the costs of
small orders by avoiding small orders. In this case,
however, he avoids small order costs by a complete
reorganization of his marketing relationships.

There has been a belief in certain quarters that the
manufacturer’s effort to avoid small orders was destined
to mean a great revival for the wholesaler. It is, indeed,
a force working in that direction. It is doubtful, how-
ever, if it is sufficiently strong to recreate wholesaling in
anything like its old glory. It is offset by the fact that
the chain store, the department store, and the mail
order house are all large order buyers as well as the
wholesaler, and are apparently outdistancing the whole-
saler in other ways.

The elimination of at least part of the costs of small
orders is sometimes accomplished. \Where a concern,
under the pressure of the added costs of small orders,
is stimulated to an improved efficieney in its marketing
arrangements or to an improved use of social equipment,
the best solution of small order costs is found. Some
companies have found it possible to eliminate in part
the expenses of small order shipments through the
establishment of branches or field warehouses—fre-
quently rented space to which carload shipments are
made for distribution to local points. Such a plan elim-
inates the expense of many direct small shipments from
the home plant.
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Although it is generally felt that the use of field
warehouses has been expanded as a result of hand-to-
mouth buying,’ the extent of this supposed expansion
has not yet been subjected to any careful measurement.
There are many instances reported, but instances of
almost anything can usually be found. Illustrative is
the case of a Western steel and wire company, which
expanded its branch warehouses as follows: "’

1920................ ... 14
1921, ...l 16
1922, 24
1923l 25
1924, 32

In observing such cases, however, one must always
be aware that other forces than hand-to-mouth buying
may be involved. The company may have expanded
its territory, or resolved to work its old territory more
intensively, or relocated certain of its plants. In such
changing conditions as those that at present make up
our industrial scene, instances are more suggestive than
conclusive.

Moreover, the establishment of branch houses may
be a cause rather than an effect of hand-to-mouth buy-
ing. The manufacturer may establish branches not be-
cause it is necessary to retain business but because he
believes he can use the faster service thus made possible
as an attraction for more sales.

*In answer to an inquiry made by System in 1927, 95 per cent
of those replying, to a question in point said they had found it
advisable to increase warehouse stocks. .

"See Hubbard, Dana, “ How Shall We Make Small Lot Buying
Yield Extra Profits,’ Printers Ink, March 19, 1925, p. 110.
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To the extent that there has been an increase in the
use of branches and warchouses the public warehouse
has been considerably involved. An investigator for the
Department of Commerce writes:

With the tendency among retailers to buy in smaller quan-

tities and increase their rate of turnover, the present day need
of convenient merchandise warehouses to meet the demands
of prompt delivery, to supply adequate quantities of goods to
jobbers and wholesalers, has placed the merchandise warehouse
as a permanent link in the distribution of all commodities
throughout the United States.
But in this case, as in that of branch houses, the
quantitative evidence of change is illustrative rather
than conclusive. C'ertain it is that the warchouseman
is becoming alive to opportunity in the situation. He
ig extending his services from that of a mere storer to
include most of the activities of a wholesaler. He re-
ceives goods: he breaks pool cars, or straight carloads;
he delivers in such nnits as are desired. In many cases
he furnishes the storer with oflice space in which he
can receive orders and direct delivery. In doing all of
these things, he stimulates hand-to-mouth buying. He
is working toward a new organization of trade rela-
tionships. Ilis new activities tend to become a cause
rather than an effect of the changed svstem. The costs
of small order buying may be in part eliminated through
such new organization.

Other very definite methods of eliminating costs
through improved employment of social equipment are

*Cricher, A. Lane, U. 8. Department of Commerce, “ The

Merchandise Warehouse in Distribution,” Trade Promotion Sertes,
No. 15, p. 30.
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the increased use of pool cars,’ of carloading or for-
warding companies, and of communicating services.”

In a majority of cases the reaction to the costs of
small orders has been to attempt to pass on these costs
to others. This is done by a special charge attached to
small orders, or by an inereased selling price for goods,
or, at times, in other ways.

A study of manufacturers shows great ingenuity in
meeting the problem. The 115 manufacturers, whose
experience on various points we have frequently cited,
reported on what was being done to meet small order
costs. Fifty-one of the 89 who reported a small order
problem stated that some action had been taken. Several
companies had done a number of different things.
There were reported 13 elearly distingnishable methods
of dealing with the problem, a considerable number of
which took several forms. If we take into account the
major methods in the several forms that were reported,
it is found that managerial ingenuity has worked out
between 20 and 30 ways of attempting to deal with the
matter. It will be worth while to outline briefly the 13
methods reported in this investigation, adding in each
case a brief explanation and a word of comment.

* Although there is o general belief that the use of pool cars is
rapidly growing there is a paucity of quantitative data on the
subject. Reports on the matter for varying periods were gathered
from twelve food canning companies. These show a definite
increase in the use of pool cars from 1925 through 1927. However,
the records available for vears before 1925 suggest that a relatively
small proportion of goods were shipped in pool cars in 1925, and
that tEe practice was practically as extensive in certain years

between 1920 and 1925 as it has been since.
" See Chapter XXIII.
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1. Increasing the discount with the size of order or
reversing the process by making a definitely higher
price for small lots—30 cases.

Sometimes this is the ordinary quantity discount.
Often it appears to take a form which can only be
interpreted as a definite penalty for small orders. If an
increased discount is given for large orders, the seller
appears to be absorbing the costs, unless there are savings
involved therein; if a higher price is charged for small
orders, the cost is being passed on. If, however, the
increased price causes a decline in purchases, the seller
has been unable, partially or wholly, to pass on the cost.

2. Making a special handling or service charge for
small orders—24 cases.

This remedy takes a variety of forms. In a number
of instances a general charge, more often called packing
charge than anything else, was reported. In other cases
this charge is made only for broken packages. A third
form this remedy takes is a minimum charge. Thus
if an order is for less than a certain amount, the special
charge is automatically levied regardless of the size of
the order. Still other cases which are included in this
group are special charges for drop shipments. A fifth
form is where the purchaser is required to pay trans-
portation on orders under a certain amount while trans-
portation is paid on orders over a certain size. Some
manufacturers reported tbat they made it a point to
put this the other way around, emphasizing the fact
that they will pay the transportation for orders over a
certain amount which thus makes the practice appear to
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be a premium for large orders rather than a penalty for
small orders. One manufacturer reported that for orders
under a certain size he entered on the invoice a charge
for “ parcel post and insurance ” which is larger than
the actual cost of parcel post and insurance and which,
said he, “ would be entered as parcel post, insurance and
packing if we had the courage and if competitive con-
ditions would permit it.” This is clearly a case of at-
tempting to pass on the incidence of costs.

3. Offering, or soliciting for, a more varied line—
4 cases.

Some of these practices are very interesting. Some
of them represent efforts on the part of the manufac
turers to fit into the dealers’ desire for smaller inven-
tories. This is particularly true where we find the manu-
facturer changing his line so that he can sell his cus-
tomer, not a large order of a single item, but a wider
range of items. The total order may thus be made larger
but the quantity of each kind of goods very much smaller.
In one case at least, that of a feed manufacturer, where
this policy has been adopted deliberately, the dealers are
urged to buy carloads, but mixed carloads of the various
goods sold. In other cases pool cars are urged. In still
other cases the effort is made to sell a large order of
many items by taking orders only in assortments.

Not the least interesting feature of these cases is the
fact that they represent a lengthening of the line rather
than a shortening of it, thus being out of accord with the
trend toward simplification.
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This method secks to avoid the costs of small orders
by an adjustment which makes it possible to secure
larger orders than would otherwise be obtained. It is,
however, quite different from the mere refusal to take
orders. It is an attempt to eliminate the small order, so
far as the particular seller is concerned, by organizing
to obtain larger orders.

+. Changing the use of the sales foree in solicitation—-
3 cases.

In using salesmen to meet the small order problem a
variety of things have been done. Before doing these
things there has usnally been a preliminary study to de-
termine what was wise to do. One well-known manu-
facturing company which sells a great variety of prod-
ucts has worked out a quantity which is the minimum
order that can be sold at a profit. The committee work-
ing this out recommends that while the sales force
should not be instructed to refuse orders for quantities
below the minimum it should be informed as to the mini-
mum guantity of the varions items which will yield a
profit, in the belief that salesmen will gradually cease
to canvass prospects and customers who are not poten-
tially buyers of the minimum quantity specified and that
salesmen will strive to get orders of a desirable quantity.

In other instances the sales force has been definitely
instructed to eliminate some customers. In still other
cases the salesmen have been directed to increase the
number of ealls on the better customers and prospects.
The number of reports of this method is smaller than
might be expected in view of the generally prevalent
talk of *“ skimming the market.”
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If carried out in an organized way, this method is
avoiding small order costs through a selective selling
plan.

5. Eduecating the trade to the desirabilitv of larger
orders—:} cases.

Two manufacturers reported that their only effort
had been to try to show their customers the advantages
of larger orders from the customer’s own point of view.
In one case this took the form of preaching to the cus-
tomer the desirability of getting as many items as pos-
sible in each order, even if the quantity of each item was
small.

This is an elimination of the costs of small orders so
far ax the seller in question is concerned. 1t iz probable
that in such cases there is a social as well as a private
gain through the handling of business in more eco-
nomical units,

6. Penalizing the salesman for small orders—1 ease.

In this case the company concerned has a definite
charge which is debited against the salesman of each
order. Althongh the facts were not given, it is assumed
that the salesmen are paid on a commission basis by
this company and that, therefore, unless an order is of
sufficient size all of the commission might be absorbed
by this charge. If the order were large, on the other
hand, the debit would be an insignificant part of the
commission. This is clearly a case of passing on the in-
cidence of cost—but passing it on to the salesmen, rather
than to the customer.

7. Deferred dating plans—2 cases.
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Two companies reported the installation of deferred
datings as a method of getting their customers to place
larger orders at a given time rather than to require sales-
men to call repeatedly. It is not certain that those items
in the added costs of small orders which are due to small
shipments are eliminated by this method.

8. Refusing to handle small orders—2 cases.

Two companies reported that they had fixed a mini-
mum below which they would take no orders under any
conditions. These cases are a variety of the avoidence
method. They differ from No. 4 above chiefly in the
fact that in preceding cases the salesmen were the agency
definitely involved.

9. Charging a larger pross profit—2 cases.

Indicating that the increase was against no particular
item of cost of smaller orders, or orders of any partic-
ular size, two companies stated that they had increased
the mark-up as a device for covering in a general way
the increased costs which they found aceruing.

These cases illustrate another way of attempting to
pass on the incidence of cost. This method attempts to
pass on the costs to all customers rather than merely to
those who purchase in small lots, as is the case in Nos. 1
and 2 above.

10. Making use of branches and warchouses—3 cases.

Three concerns reported a material increase in the
number of shipments from branches and warehouses.
This type of action is perhaps better considered as a
policy of adaptation to the increcase in small orders
rather than as a way of remedying the situation. Some



INCIDENCE OF SMALL ORDER COSTS 411

manufacturers, however, are finding in this practice a
way of offsetting some of the costs which arise from
shipping small orders.

As has been suggested earlier, it is possible that this
plan may be a way of eliminating part of the costs that
would arise if all orders were shipped directly to the
customers from the home plant.

11. Changing trade channels—3 cases.

In three instances there were reports of an increased
use of the jobber or wholesaler. The manufacturers so
reporting stated that they found a relief from the burden
of small orders by concentrating their trade with job-
bers, distributors, or wholesalers who purchased only
in large lots. In at least one of the cases cited, a change
from distribution through retailers to distribution
through wholesalers was made before discussion of the
small order problem became general. The company con-
cerned, however, seems to regard the change as being a
fortunate shift so far as this problem is concerned.
These three cases of changed trade channels do not in-
clude the instances of increased use of branches or ware-
houses. Nor do they include two or three rather vague
comments that the increase of small orders from jobbers
has a tendency to make the reporting company look
more favorably toward direct relationship with the re-
tailers. This method of avoidance and possible elimi-
nation of certain costs of small orders has been discussed
earlier in the chapter.

12. Adopting new policies which aid small order buy-

ing—>5 cases.
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There were at least five reports showing that the
manufacturer in question was definitely striving to fit
into the small order practices of his customers. In two
cases the action taken was to make a change in dis-
counts so that smaller orders than formerly received the
maximum discount. In another caxe a manufacturer
strives to secure a commitment for a considerable quan-
tity of goods but allows the customer to take out these
materials in small quantities. .\t the time the original
order is taken coupons are issued which are promises to
deliver the goods. The manufacturer earries the inven-
tory and sends the goods cut at such times as will give
the best service to the user. A shoe manufacturer reports
that he has met the situation by a stock department
“which i3 by far the largest and most adequate in this
grade of merchandise that is carried by any manufac-
turer in the world. Nearly 530 per eent of our business
is done out of stock.” This manufacturer makes an
additional charge for small orders of one to three pairs.

13. The *“ control 7 of dealers’ inventories—3 cases.

Probably the most constructive cffort to fit into small
order buying is found among those mannfacturers who
have definitely attempted to take over the inventories
of their customers." These plans of controlling dealers’
inventories are not only the most constructive from the
standpoint of the seller, but are the most suggestive of
possible trends in merchandising. They are clear cases

" One of the most completely developed plans is that of the
Gotham Silk Hosiery Company. It i explained at some length by
R. E. Tilles in the Metropohitan Life Insurance Company, tl‘:rﬂ'u-
tive Service Bulletin, April, 1929
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of a tendency to integrate control of the production proe-
ess even though the financial responsibilty has not heen
concentrated. They are definite examples of the move-
ment evidenced prominently by chain stores to reduce
the importance of the judgment of the retailer and to
make him more nearly a mechanieal unit in the planning
of the manufacturer. This is by no means necessarily a
criticism of the system. From the viewpoint of economy,
it may well be that it is far better to concentrate plan-
ning in relatively few centers. On the other hand, it is
arguable that the distribution of planning is more im-
portant than the most rigid efficiency. Whatever the
* rights of the matter,” it is one of the many examples
in modern merchandising of the gain of engincering
ideals at the expense of private enterprise. (For a more
general diseussion of this point see Chapter XXIII.)
If society were ever to attempt to apply engineering
methods and standards to our national system of pro-
duction and distribution, however, it would find many
suggestions in the experience of such companies with
inventory control.

Canners generally have not succeeded in passing on
the added cost of small orders. At least this is the
conclusion that must be drawn from their own report
on the matter. Of 30 vegetable canners reporting, 25
replied that they had not found a way of passing on
the added costs of small orders, and only five reported
that they undertook to pass on such ecosts. Of eight
fruit canners six reported that they were unable to
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pass on the added costs.” The methods used by those
canners who attempt to pass on costs are chiefly three:
(1) Higher prices are demanded for small lots; (2) dis-
counts are given for large orders (which if applied to
all orders of above a certain size would be only the ob-
verse of No. 1); and (3) service charges are made.
An actual service charge was reported in only two in-
stances, 28 companies stating flatly that no such charge
was attempted.”

The attempt to get a higher price for small orders is
much more common among canners than the belief that
they succeed in doing so. Fifteen out of 30 vegetable
canners replying to a question on this point indicated
that they have undertaken to secure a higher price for
small lots, but many of them followed this statement
with such comments as: ‘ Competition prevents us
from doing,” or, “ We do not succeed even though we
try,” or, “ It is pretty difficult to get a higher rate on
small lots.”

The added cost for freight for small lots is one item
which is always passed onward by food canners. It is

' There were ten vegetable canners and two fruit canners who,
though answering other questions fully, did not reply on this
point. It is probably reasonable to conclude that they have not
found a way of meeting the problem.

*That a service charge for small orders is. at least in some
sections, more common than these returns indicate, is suggested
by the following:

“The Wisconsin Canners’ Association, which met in Milwaukee
in November, went definitely on record favoring a ‘service
charge’ on shipments of peas in less than carload lots and issued
a ‘warning’' to wholesalers about economy in methods to meet
chain store competition.

* The Association passed a resolution to lay before the National
Canners Association the pr&mmwn of charging 5¢ per dozen as

an

a ‘service charge’ for less carload lots of peas.
Canning Age, January, 1928,
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the practice of the trade for the consignee to pay
freight; ™ the added cost of less than carload ship-
ments therefore reaches the canner’s customer in every
small order instance. The comparative costs for ship-
ping canned goods in carload and in less than carload lots
as reflected by the actual rates reported by the concerns
covered by the study is shown in the table on page 388.
In considering the effect upon dealers and thus, possibly,
upon consumers of this added cost, however, one should
also note the charts on pages 114 through 157, which
show the approximate proportion of the volume which
moves in less than carload lots.

The packing industry hos been advised to ““ take meas-
ures ”’ concerning small orders. The Institute of Ameri-
can Meat Packers, following a study of small orders and
their costs in the packing business, includes the follow-
ing among its recommendations to packing house sales
executives: *

1. Salesmen should not be urged or permitted to so-
lieit trade of such character as is known to promise an
unsatisfactory total volume of business, or unduly small
individual orders.

2. Emphasis should be removed from the mere ad-
dition of new accounts to the salesman’s list and placed
instead on the development of profitable accounts.

3. When solicitation’ of a new customer is contem-
plated, a rough computation should be made of the pro-
spective sales volume and margin expected to be secured,

% Every canner reporting on “ who pays the freight? " answered
“ the consignee,” regardless of the size of shipment involved.

® Greer, Howard C., Institute of American Meat Packers, The
Cost of I)cndling Small Orders and Accounts, pp. 20-22.
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and the anticipated expense of serving the account. (A
formula for such calenlations was outlined.) If the re-
lation of the expected margin and handling cost is un-
satisfactory, the account should not be solicited.

4. When a prospective customer has been solicited
actively for a reasonable period of time and the account
shows no signs of developing into one which will provide
a reasonable volume, solicitation should be discontinued
and the salesman’s efforts directed into some other
channel.

5. A differential scale of prices should be adopted
by each company individually, the basis being the rela-
tive size and handling cost found to apply to the account
in question in that particular company or branch.

6. Serious attention should be given to developing
means of handling such small orders and accounts as are
unavoidable by some means which will hold the costs of
this business at a minimum.

Wholesale grocers report methods of dealing with
small orders which are similur to those employed by
manufacturers. Forty-five replies from members of the
National Wholesale Grocers’ \ssociation to a question
a8 to how to meet small order problems, were distrib-
uted as follows: " Number

Fducate the purchaser ................. s 13
Co-operate with customers on merchandising policy 3
Educate salesmen ..............................0 9
Give bonus to salesmen for orders ubove a certain size 1
Compensate salesmen with a commixsion on gross
profits ........... ... e e

" For the opportunity to tabulate these replies from the original
data. I am indebted to M. L. Toulme, of the National Wholesale
Grocers’ Associution, and Arthur Lazarus, of the Metropolitan Life
Insurance Research Bureau.
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Number
Have salesmen call less frequently ................ 6
Give quantity discounts........................... 1
al with no customer whose total account is below
a certain minimMuUM ........o.0vueiiiennnnnnnnnn.
Deal with fewer houses (this evidently was meant as
a form of selective selling) ......................
Accept no orders below a certain minimum ........ 6
Total .......cooir i e 45

Not all of these reports were of practices actually en-
gaged in. It is evident that in many cases they repre-
sent plans which the reporting wholesalers were con-
sidering. Other suggestions which wholesale grocers
made as ways of escaping increasing costs of small or-
ders included the following:

“ Cease financing ineflicient dealers.”

‘“ Cut out this continued harping on stock turnover.”
The elimination of general stores.
Fewer wholesale grocers.

It is obvious that all of these suggestions and methods
fall into one or another of the classes of methods de-
seribed earlier in this chapter. Where wholesalers do
not ahsorb the costs, they strive to find ways to avoid
them, to eliminate them, or to pass them on.”

" That other wholesalers are making an effort to pass on small
order costs is exemplified by the activities of the National Hard-
ware Association. A committee appointed by the Hardware Coun-
cil to investigate the problem of small orders included the following
among other recommendations:

“That all wholesalers have their salesmen explain to retailers
the added costs connected with small orders and the wisdom of
placing such orders only as necessary.

“That the manufacturers make an additional charge of 55 to

109% for direct shipment of goods which the wholesaler should
car in stock.
at when, in the opinion of the manufacturer, any whole-
nlers direct shipment orders, or other small orders, become
excessive in number, such wholesaler be informed that unless the
ractice ir curtailed all invoices thereafter will be at sufficiently
nmher prices to compensate the nmnufacturor for the additional
expensaes incurred in handling such business.”
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Evidences of an effort Lo pass on small order costs are
found in many other types of business. They are by no
means limited to manufacturing and wholesaling. An
increased rate for “an order” to haul a less-than-
carload shipment as compared with carload shipment
has long been charged by the railroads. The widespread
banking practice of making a service charge where
accounts are small is an example of the same phenomena.
Nor have the stock market and its “commission mer-
chants” failed to feel the need of adjustment. The
following excerpt from a broker’s letter to clients in
February, 1929, is typical of an action which became
widespread among brokers in the ecarlier part of that
year.

From and after March 1, our minimum commission charge
on security transactions for individual accounts, with exception
of transactions in rights and partial executions of round lot
orders, will be 85.00 per item. Our experience has indicated
that any smaller minimum results in handling orders at a loss,
a condition which is economically unsound and means that in
the long run the small lot buyer cannot get the service which
he expects. Recent conditions seem to have directed general
attention to the fact that minimum commission charges hith-
erto prevailing are insufficient, which has resulted in a wide-
spread movement to increase them to a proper figure.

A prominent Fastern broker states that the amount
of his business which would have been affected by such a
ruling has grown rapidly during the past few years and
that when such a charge was imposed early in 1929,
35 per cent of the total number of trades were affected
by it. He believes that 20 per cent is a more common
figure for brokerage houses, however.
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The Wall Street Journal,” in commenting on the
spread of a minimum commission charge, says:

Behind the plan of the minimum commission charge is the
overstrain and burden put on clerical forces of brokerage
offices by the unusually heavy trading in odd lots.

0Odd lots do not go through the clearing house and for that
reason there is greater amount of work and more cost in trans-

ferring and handling a ten share order than one for a hundred
shares.

Conclusions. In the period of rising costs resulting
from small orders, through which we have been pass-
ing, the vendors were first to feel the edge of the new
situation. As awarcness of the situation grew, efforts
to deal with costs took on the forms that have been indi-
cated in this chapter. Vigorous cfforts are being made
to avoid small order costs, partially or wholly to elimi-
nate them, and to pass them on. It is chiefly in the first
and second tvpes of effort that sweeping changes in
marketing methods, which are having far-reaching
effects on general structure, are being adopted.

In the changes that result there is added strength for
the chain store and probably an added weakness for the
small dealer. The wholesaler may stand to profit, par-
ticularly if strategically located at an important car
breaking point. There is reason to believe that the pub-
lic warehouse will gain, and it is practically certain
that the specialist in carloading and forwarding is ris-
ing to & new prominence.

To the extent that methods of “ passing on ” costs are
employed—and it is considerable—the incidence of the

 February 9, 1929.
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added costs of small orders tends to reach the consumer.
There is no doubt that the consumer is at present affected
by such costs. Two facts must be remembered, however.
First, there are great compensations in other clements of
the system of which small orders are a part, particularly
in the matter of the lower stock burden. 1t is more than
probable that these compensations more than make up
for the costs added by smaller units of trade. Second,
the added costs—to a large extent in some industries—
are the result of the peculiarities of freight rate strue-
ture. If the differences between ecarload and less than
carload rates should disappear, the apparent added costs
of small orders would be greatly affected. This, of
course, is far from saving that the cost to society would
go. If the present difference in carload and less than
carload rates represents an actual difference in costs of
carriage, it would only mean that the incidence of the
cost would fall on the earriers. Tf the difference is too
great, the carriers are at present profiting from small
order gshipments: if too small, they are sharing the cost.

The problem for socicty is the determination of the
size of unit which for cach tvpe of goods is the most
economical to handle under the varied circumstances
of trade and the devising of a method of determining the
reward necessary for having goods handled in units of
those sizes. There is reason to believe that competition
is not a wholly satisfactory method of determining this
most economical size of unit, or of ascertaining a rea-
sonable compensation ; there is reason to believe that no
other method yet suggested would be wholly satisfactory.
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CHAPTER XXII

ARE THE NEW CONDITIONS NEW?

Every attempt to look ahead is necessarily an under-
taking to project a line into the future by considering
the past and the present. To this rule a forecast con-
cerning hand-to-mouth buying is no exception. If the
phenomena called hand-to-mouth buying are so new
that the past contributes nothing by which the future
may be foretold, we must depend upon the present
alone. But to determine whether the past can make a
contribution, its record must be examined. In this
chapter, thercfore, we shall consider the past, asking
first whether the conditions so commonly believed to
have originated in the price collapse of 1920 are really
new. If we find that hand-to-mouth buying is not new,
we must note how frequently it has occurred, the con-
ditions of itz occurrence, and the causes to which it
has been aseribed. In the next and final chapter we
shall consider the present direction and intensity of
the forces which our study up to that point has led us
to believe are important in causing hand-to-mouth
buying. On the basis, then, of the past and the present
we may make some estimate of the future.

What then of the past? The limitations of trade
statistics make it impracticable to carry quantitative
methods very far into history; but by utilizing the

423
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records of trade reporters, it is possible to study the
attitudes and buying practices of merchants for many
years. The reported attitudes and activities in several
trades over long periods have been examined. What
light do they throw on the question: .\re the new con-
ditions new ?

I. A NINETY-YEAR RECORD OF DRY GOODS
BUYING PRACTICE

The trade reports in the dry goods industry were
examined for the period 1839-1927." This study shows
clearly that hand-to-mouth buying is not new and that
there is much in the past which points toward possible
practices in the future.’

More than 75 years ago the symloms of hand-to-
mouth buying were accuralely described and were at-
tributed to developments which are belicved to be im-
portant today. In the year 1850 the reporter for Hunt's
Merchants Magazine penned the following statement:’

Of late, the use of the telegraph, and the increase of railway
communication, has served to prolong transactions through
the year.

The dealer can order goods, and receive them by express in
almost any period of the year. The business, therefore, is now

*For the period 1839-1865 Hunt’s Merchants Magazine was
used as a source. For the period 1866-1927 the source was The
Commercial and Financial Chronicle.

*The writer first pointed out the antiquity of hand-to-mouth
buying in an address before the National Canners Association in
January, 1928. Much of the data used herc was presented at that
time. See Canning Age, Convention Digest, 1928, p. 215.

*This comment is indeed difficult to distinguish from many
that were written between 1921 and 1928. The year 1850 was
regarded as a prosperous one; was it “ profitless prosperity "?
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more distributed throughout the year, and there is no time
when, as formerly, the dealer might say that his business is
entirely quiet.

Reports of what is less clearly hand-to-mouth buying
but in which hesitation as to forward commitments
and cautious purchasing is cited appeared many years
before. The earliest noted was the comment of the
market observer in the dry goods trade, expressing him
self as follows in 1839: .

But at present we feel ourselves called upon to say that
prudent merchants will husband their resources, be chary of

their means, and extremely cautious in their commitments for
some time to come.*

In 1843, there appeared the following:

The dealer, aware that the only means in his power to meet
the obligations [for his purchases] is by making cash sales to a
corresponding amount, hecomes careful not to buy more than
he thinks he can sell.

[The difficulties with the banking system had been mentioned
just before as a cause of hesitant buying. The early part of
the year had been one of depression; there was revival in the
latter half. Author.]

In the period from the close of the C'ivil War through
1870 there were experienced the same trade phenom-
ena which were experienced between 1918 and 1928.
They were given very modern explanations. In 1865,
immediately at the close of the war, prices were firm,
and there was a scramble for goods not unlike that of
1919. On July &, 1865, for example, the following
report appeared :

Commssion houses have but to receive, charge, and distrib-

ute their goods as they reach the market, fixing their own
prices, the jobbers being only too glad to get them.

* Excepting for the opening months, 1839 was a year of recession.
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Almost immediately there was an evidence that high
prices may retard trade; that hand-to-mouth buying
can be brought about by inflated values. In reading
the reports, onc is reminded of the buyers' strike of
1920, On July 29, 18635, one reads:

The high prices of the past few wecks have been adhered to
with such tenacity that trade has fallen off.

Buying was fitfully good, then again feeble during
the autumn. In November, 1863, a comment was made
which might as easily have been written in 1921:

Buyers keep in mind the panic of last spring and conse-
quently purchase only for their immediate wants.

On March 17, following, the small order evil is
stressed by the reporter who declared:

But few goods are bought, and those only at the moment
needed, and forwarded by express. It is said that the express

companies were never before doing such a business as at
present in parcels of goods of all descriptions.

With the coming of 1867 the definite trend toward
hesitant buying became even more marked. Nearly
every week’s report was in a vein similar to the fol-
lowing:

Jobbers as well as retailers decline to buy more than is
necessary for immediate wants.

Buyers take only such goods as their immediate wants
require.

The demand at this time is confined to the small lots neces-
sary for immediate needs.

There was slightly better business done during 1868,
but reports of cautious buying were constant. Buyers
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were said to hold aloof and restrict their purchases to
small orders. Trade, as reported on November 1, con-
tinued to be restricted to small orders to replenish
broken stocks.

In 1868 the actual phrase ' hand-lo-mouth” was
used n the dry goods trade. Repeatedly during that
and the next two years are found the type of comments
which have been so common in the current period.
Says a comment on August 1, of 1868:

Dealers feel indisposed to place any orders for goods which
are not needed for immediate requirements; and it is generally
presumed that this hand-to-mouth policy will rule among the
trade until the new cotton crop comes on the market and
gives some greater degree of stability to quotations.

In 1869 it was again discovered that improved trans-
portation was making possible lower inventories and
more frequent purchases. On September 4, of that year,
the following statement was made:

The greatly improved facilities of transportation enable
them [the dealers of the country] to place goods in their own
stores much more rapidly than heretofore. And also .. ..
the whole tendency of the past few years’ experience has been
such as to make buyers very anxious and inclined to postpone
purchases until the goods are absolutely needed.

In 1869 the phrase “ hand-to-mouth” was again
used. But, more important, it was pointed out that the
sellers of the central markets might look to a new order
of things in which business would have less pronounced
peaks of buying but more steady flow through the
year—a new stabilization. Said the reporter on Oc-
tober 30, of that year:
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As it is, we can only look for a current demand from coun-
try buyers to keep to their stocks; and while our city buyers
miss the great rush of activity which formerly came in August
and early September, they will find now a more steady demand
prevailing during the balance of the season, because the un-
certainties of business and the fluctuations of prices have led
to a general hand-to-mouth business throughout the country,
and this necessarily requires that purchases in this market
shall be kept up with more or less regularity throughout the
year.

The annals of the year were closed with the comment
that the principal business was being done by mail
orders for goods required to keep up assortments and
that trade was almost entirely limited to small pur-
chases.

In 1570 a comment is made which is particularly
like those which have been made since 1920 and from
which one might infer that the reporter believed that
“modern improvements” had made hand-to-mouth buy-
ing an established practice. e writes on July 16, of
that year:

The rapid means of conveyance to all parts of the country
and the very low freight rates enable the interior merchants
to take advantage of any reduction in prices and prevents the
necessity of carrying large stocks at any time; the low rates
of telegraphing also enable them to fill in orders for goods not
on hand rapidly and without great expense, a way of doing
business which is now largely increasing.

The period just described was one in which manu-
facturers, their sales agents, and jobbers might well
bave been disturbed. Excepting for a short time of
excitement at the opening, prices were declining. More-
over, the transportation facilities of the country were
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expanding at a great pace (railroad mileage more than
doubled during the eight years following the Civil
War), opening new markets, upsetting old trade ad-
justments, cutting costs of delivery in ways with which
people had no experience, and all under a system of
latssez-faire and competitive rate-cutting far less stable
than the system which we have today. Certainly the
troubles of sellers are not new, but the merchants of
those days had certain difficulties which have been in
considerable measure surmounted. Before the National
Banking Act in 1863 the instability of the banking
structure as a causc of hesitant buying brought com-
ment from the market reporters. Following the Civil
War there was, among other troubles, paper currency,
the uncertain value of which was a strong force tending
toward small orders and commitments not far in ad-
vance. Stable money and a firm banking structure are
now so taken for granted that we scarcely realize the
contribution which these have made towards business
stability.

The practices which we rall hand-to-mouth buying
were the rule rather than the exception in the dry goods
trade from 1865 to 1897. The period 1865-1870 has
been described in sufficient detail to need no further
discussion, and it is perhaps unnccessary to give for
each year the comment upon which this general con-
clusion is based. There were, however, between 18635
and 1897 only a few periods when good forward buying
was reported. That hand-to-mouth buying was tem-
porarily abandoned and that merchants were commit-
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ting themselves freely in the dry goods trade is well
evidenced only at the following times:
The fall of 1871 and the year 1872,
At least the first half of 1880,
The latter part of 1886,
~ The month of August, 1897.

In 1871 and 1872 the country moved from a state
of serious business depression to one of prosperity and
widespread activity with an advance in commodity
prices. Again in 1880 the country had grown from
several years of industrial stagnation into a period of
prosperity with firm and advancing prices in the cotton
industry. In 1886 there was likewise a year of revival
from the depression of 1883, 1584, and 1885. In the
middle of 1897 a revival in business was under way.
More important than the general business revival,
perhaps, were the advancing prices in that year, specifi-
cally in the cotton textiles market. This was the
beginning of a change in the general trend of cotton
goods prices which was downward from 1865 until that
year.

Forward buying has been more common in the dry
goods trade since 1897 than before. It is reported in
significant amount in February and March of 1899, a
period of prosperity with firm or advancing prices in
dry goods. There was a noticeable spurt of buying
activity in the fall of 1901, apparently influenced by
advancing prices in dry goods. In 1907 heavy advance
purchases were reported until September; during all
of this period prices were firm or advancing; and the
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country generally was prosperous. With the money
panic of the autumn, however, buying attitudes changed -
abruptly. In 1912 and the first part of 1913, during
a period of prosperity, and accompanied also by firm
and advancing prices in dry goods, there was activity
in forward buying. Frequently reports were made that
buyers were covering future nceds and that sales were
expanding. Manufacturers in 1912 appear to have been
caught somewhat short of the demands of their cus-
tomers. In 1913 manufacturers were unable to satisfy
their buyers but curtailed their activities, fearful of
impending tariff legislation. It was apparently a year
of hand-to-mouth manufacturing of dry goods. In 1915,
again with advancing prices and general prosperity,
buyers began to make purchases freely. They bought
freely also in 1916, in the latter part of 1917, and the
carly half of 1918, This was perhaps the longest stretch
of continued vigorous forward buying in this industry
in the whole period examined. With the close of the
war, great conservatism in commitments became the
rule; but beginning in the middle of 1919 and lasting
until the spring of 1920, buyers struggled wildly to get
goods. From the spring of 1920 hand-to-mouth at-
titudes prevailed until the fall of 1922, when there
came a rccurrent note of better forward buying. This
activity lasted into the carly part of 1923, then became
more quiet, reviving slightly in the fall. While 1924,
1925, and 1926 were again years of hand-to-mouth
buying, comments were rather frequent in the spring
of 1927 that “demand has been increasing,” that
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“mills are well sold ahead,” and that “ commitments
»providing for future requirements are very satisfac-
tory.” In the fall of 1927, however, hand-to-mouth
buying was again generally reported.

Certain facts stand out from a study of trade com-
ment in the dry goods industry:

1. The phenomena which we call hand-to-mouth buy-
ing have been the rule rather than the exception in the
dry goods trade since 1865. They have existed to con-
siderable degree in every period of general depression
and decline of prices in the industry but have by no
means always disappeared in periods of comparative
prosperity. The period 1863-1899 was one of more
continuously conservative buying practice than the
period since 1809. The former was a period of down-
ward price trend, the latter of rising prices, until 1921.

2. The causes to which hand-to-mouth buying in the
dry goods trade has been attributed include unsound
money, weak banking structure, prospective tariff
changes, improved railroad service, low freight rates,
improved express service, improved communication,
extremely high prices, falling prices, and the threat of
falling prices.

3. The more speculative buying of the twentieth cen-
tury rose rapidly to a climax in the ycars 1915-1919.
Futures buying has occasionally been reported to be
“ good” since 1920. It was so reported in the fall of
1922, and in the spring of 1927.
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II. THE RECORD OF SHOE BUYING

Market attitudes and practices in the shoe trade were
studied from the middle of the seventies through 1927.

The conditions which we call hand-to-mouth buying
were worrying manufacturers and jobbers in the shoe
trade more than half a century ago.® On August 6, 1874,
it was reported from Philadelphia:

Shoe dealers have given their orders only for such goods
as are most saleable, or for just enough to supply the wants
of their customers; but in the meantime, should circumstances

alter the present state of the market, they will duplicate in
larger amounts.

On August 20, a similar comment was made:

Country buyers are not buying heavily just now but are
confining themselves to small lots.

Again, on August 27:

Buyers are few . ... and, as reported, are not overly
anxious to place their orders over what they actually want.

Present season has been noted for small size orders.

In 1874 we find ‘““shoe styles” advanced as a cause
of such hesitant buyving. For example, in the report
on August 6, of that vear, from Boston:

There are so many different kinds that the buyer has to
purchase sparingly of each, until he finds out by sending off
his runners which style of them will take.

As the fall advanced we find present other phenom-
ena familiar in the present hand-to-mouth era. Again
from Boston came the report in September:

Our buyers are doing well; their customers are buying little
and often.

*The data cited are comments secured from The Boot and
Shoe Recorder.
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In October from New York was the report:
Good business in sorting up orders.

In 1875 hand-to-mouth conditions continued. In
January it was reported of the New York market:
The fact must be in mind that no more goods will be hought

than required, and retail dealers are not going to purchase
stocks ahead of their actual requirements.

Philadelphia reported in February:
Dealers are not buying heavily but cautiously.
New York reported in the same month:

They have bought sparingly of such goods ax they are cer-
tain to require, but there is a notable absence of speculative
purchases.

Frequently through these comments, in 1875, one
finds the statement that mail orders are common and
believed to e inereasing. And in the spring of 1875
we were told that the technique of manufacturing shoes
had so improved and that business had become so spread
through the year that buyers might feel justified in
proceeding with caution. It was reported in Boston,
for example, that:

Few are inclined to risk the earrving of much stocks, par-

ticularly when, by the use of the improved machinery that is
possessed, a year's requirements ean be supplied in six months.

And in New York:

Stocks in warehouses are not heavy, for this time of year,
but then the demand has become so seattered or rather
distributed through so wmuch longer a time that it is not
necessary to lay in such heavy stocks ax were formerly re-

quired at one time, as any specialty ean he r--nomwl in a few
davs’ notice,
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So the comment ran replete with all, or nearly all,
of the phrases with which we have become familiar in
the past few years: “ Purchases are confined to actual
requirements.” ¢ Buyers are making their purchases
cautiously.” ‘“Sales are largely composed of assorted
lots . . . . often being obliged to break cases. . . . . "

And the ery of overproduction was raised. Tn May
of 1875, one finds the comment from Boston:

The manufacturing of boots and shoes is 20 much overdone
that it would seem now time to put a stop to overproduction.

Morcover, the efficient conditions which transporta-
tion had reached left little to be desired, for as a New
York comment said:

The dealers in the interior seemed determined to purchase
no more goods than they absolutely need and depend upon

the quick facilities of transportation to keep their stocks up to
the mark by frequent small orders.

Again in the spring of 1876 we read:

The facilities of transportation make this manner of doing
business much more feasible than formerly,
causing dealers, as a report of the same month said, to
bmy just enough goods to see them through from weck
fo week. Tndeed in the summer of 1876, we find the
statement :

Buyers do not call on warehouses as formerly, but generally
order by mail as goods are wanted.

The phrase * hand-to-mouth ™ is at least 50 years old
in the shoe trade. Conditions appeared somewhat more
satisfactory to manufacturers in 1877, but it was in
August of that vear that from Boston eame the report -
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The drummers are sending in small orders. Some manu-
facturers seem to think that the western buyers will purchase
what they need through the fall in a hand-to-mouth way.

Buying in the shoe markets from 1874 through 1898
was much more commonly hand-to-mouth buying than
forward buying. The periods when any considerable
forward buying was being done are comparatively few.
It was reported in the shoe markets in appreciable
degree only in the following periods:

The autumn of 1876,

The latter part of 1879 and the first quarter of 1880,
August and September, 1882,

August and September, 1888,

The summer and autumn of 1890

In all other periods there is complaint of ‘ hesita-
tion,” “no futures,” *immediate need only,” “ hand-
to-mouth buying.” During the periods of forward buy-
ing we have comment much like that which existed in
the period between 1916 and 1921. Tn August, 1879,
for example, one finds the report from New York:

Orders are coming in earlier than last year and for large

lots; buyers seem to be making their purchases now in
anticipation of an increasing price later in the season.

And again from New York in September:

Sales up to the present show a marked increase over those
of a corresponding period of last year.

And from Boston:

From all sections of the land the report comes that we have
entered fully into a season of permanent prosperity.

And again from Boston in November, 1879:

The spring trade has opened with vigor and in all various
branches some very large orders have been given.
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In 1880 there appeared similar comments. From
New York, in January, came the statement:
Dealers are making their contracts much earlier and for

more extensive lines than they have heretofore been in the
habit of doing.

A little later Philadelphia reported:

Orders from the salesmen are for much larger lines than
was expected.

And in February it was reported from Boston:

Not for many years, if ever, have there been so many orders
in the hands of manufacturers that are as vet un-made as at
present.

Forward buying as opposed to hand-to-mouth buying
became the common rule in the shoe industry beginning
about 1899. There were slight intimations of better
buying in 1898, but on the whole the outbreak of the
Spanish-American war seems to have had little effect.
For the most part the reports of that year indicated
numerous orders for small lots and for immediate
delivery. But in 1899 a different tune began with
spring sales. “ The scason has been prolonged,” we
were told in April. And a little later:

Orders have come in earlier than usual for fall goods.

By the middle of the summer of 1899 we find the
comment:

Some manufacturers are literally buried in orders.

The year 1900 showed a very much more conservative
feeling in the trade, but in 1901 everyone was again
flooded with orders for future shipments. From this
time on there are comparatively few years when good
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buying ahead is not reported at least in certain months.
An exception is 1906, as is also 1914, but in every other
vear from 1900 until 1921 forward buying oceurred.

The period from 1900 until early in 1920 was a
period of almost continuously advancing prices for
shoes. There were slight declines in certain years, but
during the period as a whole there was a strong swing
upward. From 1900 to 1916 the rise was slow, but in
1920 it reached a point higher than any at which shoes
had sold for 60 yvears. From 1912 the advance in prices
was rapid and from 1916 until the break incomparable
to anything since the Civil War.

The conclusions which may be drawn from the past
of the shoe trade are for the most part similar to those
reached from the survey of dry goods; yet there are
some differenees. The conelusions may be stated :

1. It is clear that hand-toanouth buying of shoes, as
of dry goods, is not new. It has been a recurrent
phenomenon, being the rule rather than the exeeption
prior to 1599 and becoming the exception thereafter.

2. While hand-to-mouth buying in shoes has been
attributed to many of the causes noted earlier—pro-
spective and real price declines, quickened facilities of
transportation, better communication—certain other
causes are given as important. These include fashions
and an improved technique of manufacture, making it
possible to make the product in *“ shorter order” than
ever beforc and promising a new stabilization in pro-
duction. The practice of mail ordering seems also to
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have been a more important influence in this industry
than in the dry goods trade.

3. Study of the two trades demonstrates that hand-to-
mouth buying must be regarded as a phenomenon of a
particular industry as well as of general business. In
30 odd years of cautious buying preceding the turn of
the century, good forward buying was frequently ex-
hibited in one trade when there was no report of it in
the other. There was noted good forward buying as
follows:

IN SHoes IN Dry Goobs
Autumn of 1876
Latter part of 1879

First quarter of 1880 First half of 1880
August and September, 1882

Latter part of 1886
August and September, 188S

Summer and autumn, 1890

August, 1897
Spring, 1899
Summer, 1899

4. Certain changes in the organization of the shoe
trade are remarked during the vears considered. It was
the jobber to whom the manufacturer formerly turned
more largely for his orders and whose hand-to-mouth
tactics disturbed him. It was the jobber in turn who was
worricd by the procrastinating purchases of the country
merchants. The jobber is less important now than in
an earlier era. A larger percentage of shoes are sold by
the manufacturer directly to the retailer. To what ex-
tent this change is due to change in the size of manu-
facuring plants; to what extent it results from the efforts
of manufacturers to push their own brands throngh
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advertising, and their strivings toward better control of
their market; to what extent it is due to the increased
importance of mail order houses and department stores
as shoe vendors, shoe manufacturers are reasonably
able to judge. The net effect, however, is to make hand-
to-mouth buying an easier problem for the manufac-
turer. It may be true that he can no longer find jobbers
who may be beguiled into carrying stocks, but there
never were jobbers who would do that satisfactorily
when they anticipated price declines. Where jobbers did
find themselves loaded with overpriced merchandise
the manufacturer could hardly hope to profit by the de-
moralized market that resulted. In making the nice ad-
justment to purchases, that are called for under con-
ditions of hand-to-mouth buying, the manufacturer
gains by being as close to dealers as possible. In selling
direct he is at once better able to sense demand and to
influence it.
I111. CHANGES IN BUYING PRACTICES IN CERTAIN
OTHER TRADES

The discussion of the order basis for steel, canned
foods, oak flooring, and other products, and the charts
considered therewith, have already made it clear that
hand-to-mouth buying in those industries is by no means
solely a post-war phenomenon. It is unneccessary, there-
fore, in this chapter to review for a long period of years
the trade comments for these products. A few observa-
tions are sufficient to serve as a check on the quantitative
data considered earlier.

Market reports on iron and steel, lumber, and canned
foods support the quantilative data already presented.
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A study of the reports on iron and steel through two
periods of decline and revival shows clearly that buying
practices have shifted significantly from time to time,
and that hand-to-mouth buying has been long known and
named in the trade.® In 1912 orders for steel were being
placed well in advance. There was no complaint of
hand-to-mouth buying, but in 1913 the reports stated
that there had been a reversal of buying practices. This
continued until 1915, when it was reported: “ There
is a runaway steel market in every sense of the term.”
With the exception of a period of strong governmental
influence during the war, this vigorous market con-
tinued until 1921, when hand-to-mouth buying appeared.
In 1923, however, there was again what was reported to
be a “buoyant” market. Since the fall of that year,
however, very conservative buying practices have pre-
vailed. .\ survey of the charts on pages 54-61 will show
that in the “runaway” and ‘‘buoyant” periods the
order basis grew rapidly.

In the lumber industry buying practices have also
shifted.” Even within the past ten years there have
been several changes of attitude. While in the first part
of 1019 therc was complaint of hand-to-mouth buying,
the actual term being used, the market was said to be
running wild by April. By October of that same year
“buying had become cautious.” But the following
spring it was again very active, continuing with con-

*The reports on buying practices as they appeared in the Iron
Aqe were read from 1912 through 1927. o
Market comments on this industry were studied in Lumber.
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siderable strength until the fall of 1925. Since that
period it has been upon a hand-to-mouth basis.

Buying practices in the food trades also show marked
changes over a period of years. Not only does the plac-
ing of future orders for canned goods wax and wane, but
there are times when large orders will be placed for peas,
and buying of corn will be extremely conservative.' Over
a period of 20 yvears the market comment supports the
variations in trade practices which have already been
disclosed by quantitative data earlier examined.

Certain general conclusions seem justified from this
look into the past.

If the correlation between a declining price and hesi-
tant buying found in the industries studied holds true
tn general, hand-to-mouth buying must have been the
common rather than the uncommon practice in Ameri-
can business for many years following the Civil War. Tt
must have been much less common from 1900 to 1920.
Immedately at the close of the (‘ivil War there was, in
certain goods, an advance in prices, but this momentary
situation was followed by a long price decline for many
commodities. The evidence indicates that with the ex-
ception of brief intervals buyers practiced hand-to-
mouth buying vigorously through that decline. But
just before the beginning of this century general prices
turned upward, and the rise continued until the close
of the World War. There were periods of very restricted
buying between 1900 and 1920, but the long steady ad-

* Market comment in The Canner was cxamined for a period
of 20 years.
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vance in prices of many commodities caused buyers con-
siderably to modify the caution of the earlier era. Tt
was far easier to buy freely and buy right after 1900
than it had been in the last third of the preceding
century.

Rather than the shock of a new business experience,
the hand-to-mouth buying beginning in 1920 was the
shock of hand-to-mouth bhuving (in a rather intensive
form) upon a seller’s mind which had been softened by
two decades of rising prices ending in three or four years
of a market orgy. It was indeed a new experience for
most of the business men actually concerned, for the
turnover of executives since the change at the turn of
the century had been extensive. But it was far from a
new expericunce to the institution of business.

Although hand-to-mouth buying has been greatly in-
fluenced by the “ general conditions” of business, it ts
not controlled by that alone. Buying practices are highly
sensitive to the conditions and particularly the prices in
the particular trade. In 1897, following a long period
of hand-to-mouth buying, there was advance ordering
on a good scale in the dry goods market. 1t was two years
later before a similar turn for the better took place,
following the long period of hand-to-mouth buying, in
the shoe trade. The occurrence of strong forward buy-
ing breaking through an era of hand-to-mouth buying in
one of these industries while hesitant buying continued
in the other has been discussed fully on page 439. In
the canning industry there have been periods when
there was vigorous forward buying of one vegetable and
hand-to-mouth buying of others. The so-called  buyers’
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strike of 19207 began in .\pril of that year in the can-
ning industry; it was September before it was clearly
defined in the steel trade.

In its frequent recurrences hand-to-mouth buying has
been the same, yet a different thing. This is because
hand-to-mouth buying is compounded of three elements:
one is an attitude of conservatism in buying; another is
the physical condition and organization of the machin-
ery through which trade operates. The third is a tech-
nique of manufacture or of storage which makes produc-
tion or shipment, or both, possible on short-order. The
attitude of conservatism grows from such factors as gen-
eral business depression; falling prices, or very high
prices, in the particular industry concerned; unstable
banking or money conditions; unfavorable tariff or other
legislation ; or fashion factors. As these have varied in
seriousness, the attitude of caution has varied in infen-
sity. The mechanics of trade involved are such matters
as transportation and communication agencies, both as
regards their physical development and their organiza-
tion for making quick deliveries and low rates. Most im-
portant in the third factor are those constantly intro-
duced methods which speed up manufacture. When a
more rapid manufacturing technique has developed in
an industry, when transport is faster, the same degree of
caution means a greater degree of hand-to-mouth buying.
There is, in purchasing practice, a variable attitude oper-
ating upon a variable physical basis. The attitude may
change from the fear found in a buyers’ strike to the
recklessness displayed in wild inventory speculation.
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But the physical basis of trade has tended constantly to
improve, making possible smaller orders, orders less far
in advance, and a steadier flow of trade. Although con-
tinuous, this expansion and improvement has not been
altogether steady, so that sellers have at times been able
to settle into a condition of comparative permanence in
their trade adjustments. From such a condition, how-
ever, they have been frequently, and sometimes sharply,
aroused by a recognition of the fact that mechanical
progress has disturbed the old arrangements. In the
more detailed comment the announcements of the effect
of railroad expansion, of rate reduction, of the develop-
ment of express and mail service, and of the telegraph
have exemplified the recognition of such disturbing
movements.’

There is ever and again a most significant truth in
such comments as: * But things are different now: for
example, consider modern transportation.” While it is
obvious that the commentators of 1850 regard as marvel-
ous transportation facilities which seem ludicrously an-
tiquated to us, consider what the coming of railroads
and the railroading advances of those days meant to
business men who had regurded canals as a gigantic step
forward in rapid transportation and communication.
Such improvements must have brought quite as great
changes in market relationships as those being made to-
day. Improvements, like most other things, are relative.

Hand-to-mowth buying in the present era is more
severe than in earlier periods. The desire to be cautious

* As will be J)oint.ed out in the next chapter, rapid changes are
at present under way.
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is no greater, but mechanical improvements make it
possible for the buyer to buy less far ahead, to demand
quicker delivery. to require smaller units than was ever
the case before. Moreover, the buyer works now with an
improved knowledge of his own business affairs. He is
a better informed buyer and a better trained manager of
his business than was formerly the case. IFurther, he is
more desirous of achieving what he regards as a good
management than he has ever been before. There has
developed a creed of management the subscribers to
which become more numerous daily. The articles of the
faith are those of the engineer rather than the enter-
priser. They urge toward planning rather than specu-
lation in buying.”

Finally, a review of past buving practices brings the
conclusion that the state of the mechanical equipment
of produetion and of trade furnishes the minimum be-
vond which buyers cannot carry their almost always ex-
isting proclivities toward conservatism. The degree of
hand-to-mouth buying which can exist in this or another
era (if this does not continue) depends, finally, more
upon advances in production methods and in communi-
cation and transportation than npon any other factors.
No matter how strong onr desire for shortening the
period between possessing oursclves of raw material and
placing the product in the hands of the consumer, the
physical task of production cannot be avoided. The
celerity of the production process lies not in wishing
lmt in men and machines.

" See also pp. 419452,



CHAPTER XXII1
CURRENT TRENDS AND THE OUTLOOK *

The survey of trade practices over a series of vears
and in a number of industries has made it evident that
hand-to-mouth buying may be ascribed to forces some
of which arc recurrent and affect chiefly the attitudes
of buyers, and some of which are technical and which
are not only more or less continuous but tend to become
continuously more effective.’ The outlook for hand-to-
mouth buying, or the outlook for its severity, depends
upon the stress and strain of these forees and upon others
which they generate. The forces which other forees gen-
crate are an extremely important consideration: for
when we begin a discussion of the origin and perma-
nency of economic institutions, we venture into that
confusing land of social relationships where causes are
also effects, and effects causes, and where either may
start as one and presently become the ether.

*In view of the conclusions which have been given in the

various chapters or divisions of the book, it appears unnecessary
to summarize in this final chapter.

*“ Hand-to-Mouth Buying.” a Bulletin issued by The Policy-
holders Service Bureau of the Metropolitan Life Insurance
Company in 1927, consists of a collection of statements on the
subject. in many of which so-called “ causes” are given.

A good presentation of what have commonly been spoken of
since 1921 as the causes of hand-to-mouth buying is that made
by Clark, F. E.. American Economic Review Supplement, March.
1R,

147
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The most fruitful way to consider the outlook for
hand-to-mouth buying is, therefore, to examine briefly
the more important factors which are operating, giving
heed to their current trends and to developments which
are, or may be, generated by these trends. While all
the forces ultimately center in price movements or
costs of operations, those which are suggested both by
historical survey and current analysis as demanding
attention are:’

. The general business attitude toward buying,

. The penetration of engineering ideals into trade practice,
. Price trends,

. Elements of style,

. Improved communication,
. Improvements in transportation.

[= 3 B I

So long as business conlinues there will be a desire
to buy at the right place, from the right person, at the
right time, and in the right quantity. No business man,
old or new, probably would be willing to admit that he
was thoughtless of any of these elements of good buying.
Tn judging them he has had to consider not only the
risk of buying too far in advance but of not buying in
time; the dangers of too small as well as of too large
inventories (there are many stories current of merchants
who have suffered serious losses hecause of a shortage
of goods or because of carrying too few varieties in
their efforts to keep down stocks) ; of not having style
goods as well as of having on hand those which are out

*In addition to those listed, the quickened technique of manu-
facturing is very important, but this is so definitely a matter of

specific industries that there seems little point in discuseing it
generally.
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of style; of prices rising as well as falling. But the
effort to buy right in all particulars, as was suggested
in the last chapter, may be much stronger at some times
than others and all the mechanical factors in the situa-
tion change. In so far, however, as the purpose of
business men is essentially to take pay for a service
rather than to profit from speculation, their attitude is
constantly a strong force working towards the charac-
teristics of trade which are called hand-to-mouth buying.

A variety of agencies have been, and are, combining
to put into trade the ideals and melhods of engineering.
These forces are various expressions of the steady in-
vasion of exact knowledge into the realm where ex-
perience, judgment, and shrewdness were once con-
sidered supreme. This movement is by no means a
matter of the last few decades. Commercial arithmetic
and accounting had gone far in the business of the
Italian cities cven before the Crusades. In our own
country the enormous growth of business colleges, be-
ginning about 1825, and reaching its peak in 1920
with an enrollment of 336,000 students, is an indica-
tion of a growing use which business has been making
of figures and records. Its growth is shown also by a
demand for similar training in public high schools.’
Engineering ideals made a more significant inroad into
American business in the latter half of the nineteenth
century. The acceptance of a more scientific technology
in manufacture, and the expanding scale of operations

«

*There are now approximately half a million students in high
school commercial courses.
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approximated a revolution in American industry com-
parable to that which had been under way in England
for more than 50 years. A formal engineering training
became a valuable asset in manufacturing. This fact
plus the rapid development of engincering schools
brought many trained engineers into the produetion
phases of business.’ The engineering ideal is one of pre-
planning of an operation or of related operations on the
basis of aceurate ealeulation, and the execution of the
plan by standard procedures. The acceptance of engi-
neering ideals in production has, particularly during the
past 15 vears, been working its way into buying and sell-
ing activities. The more recent literature of marketing
is full of such phrases as ** market research,” ** sales
budgets,” ** purchasing schedules.” ** commercial cost
accounting.” ** standardization and control.” ** sales
engineering.” These are the phrases of exact plans and
methods, phrases expressing the philosophy of the engi-
neer. The ideals of this movement have indeed become
to some degree goals in themselves: research, planning,
turnover, and control have become ends as well as means.
Merchants not onlv vie with one another to excel in
stock turn but strive to make an **ideal 7 average or
* normal ” mark. Keeping sales costs below a ¥ common
figure ” is an object. Reports of suecessful * studies ™

*If we omit the United States Military Academy, the first
engineering school in the U. 8. wns the Rensselaer Polytechnic
Institute founded in 1824. The real growth of engineering aschools
in Amegica however, came after 1862, with the pasage of the
Morrill Land Grant College Act, providing for the ecreation of
colleges of engincering and agriculture. This Act, supplemented
by the so-called Second Morrill Act of 1890, ix said to have been
responsible for the establishment, by 1915, of 67 institutions.
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and “ control methods ”” are made with pride at business
meetings.

The expansion of planning in trade has been
greatly aided by the growth of collegiate schools of
business. Although the Wharton School of Finance and
Economy (later called the Wharton School of Finance
and Commerce) was founded in 1883, this movement
has really been a movement of the twentieth century, as
no other similar schools were announced until 1898.
It is since 1910 that ity growth has been remarkable,
165 schools offering collegiate business edueation being
established in the period 1910-1925.° These schools are
primarily schools of management, management taught
essentially as exact knowledge based on exact records
and exact planning applied to business affairs.

Supplementing these formal agencies there has de-
veloped a trade and commereial press which has made
the business man conscious of his problems as he has
never been conscious before. In addition to private
offorts, the work of government agenetes has been im-
portant in ereating and in raising business standards.
Particularly important have been the Department of
Agrienlture and the Department of Commerce. Both of
these are enormous agencies of business research and
education, the latter expanding under the energetic di-
rection of Mr. Hoover from a staff of 11.294 and a
hudget of $22,000,000 in 1920 to a staff of 15,858 and a
budget of $37,500,000 in 1928, For approximately a
decade it has been bringing together an array of figures

* Ruml, Frances, in The Collegiate School of Business, edited by
L. C. Marshall, p. 62.
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and making studies in a variety of specific business
problems which have not only greatly stimulated the
thought of business men but have given methods and ma-
terials with which they could work.

Will these forces continue to make buying more
planned, more conservative, more knowledgeful and less
speculative? There scems every reason to believe that
they will. Businesses are utilizing trained men; they
are paying generously for the information furnished by
private research agencies; and they are supporting vig-
orously the research of government agencies.

Both general and particular price movements will
have tmportant effects on hand-to-mouth buying. It is
unnecessary to repeat the common sense fact so fre-
quently supported in Chapter XXII that declines in
price lead to an added conservatism in buying. It would
be out of place also to attempt here an exhaustive analy-
sis of the possibilitics of price changes in the future.
It is worth while, however, to be reminded that the evi-
dence has shown that buying practices in a particular
industry appear to be quite as much, or more, influenced
by price movements in that industry as they do by the
general price level, and to realize that the so-called price
level is a composite of many prices which may have
acted very differently individually. The chart on page
453 illustrates the divergent movements of the prices
for several commodities over a series of years. One
would hardly expect the same buying attitudes to have
prevailed at every period in each of these industries as
in every other one. Prices, it should also be remembered,
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may work in devious ways. A price rise may stimulate
forward buying, but cases have been given where an ex-
treme price advance caused a complete stoppage of
purchases. ,
Fashion and style have mized influences upon hand-
lo-mouth buying. It is commonly said—and no doubt
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with truth—that style influences have played an im-
portant part in buying practices since 1920. In certain
lines of goods, of which shoes are an example, style ele-
ments have been very marked. A leading Chicago re-
tailer of shoes has made the following change in the
number of styles carried:

Men's Women's
Year Styles Styles
1020............... 178 500
1928......... veee.. 375 1,000
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.

Another important retailer carried 307 lines in 1920
equally divided between high and low shoes. In 1928 he
carried 306 lines of low shoes. Style trend has caused
bim to discard high shoes and double his variety of low
shoes during the period. But this increase in variety is
not all. It represents the situation only at a given time.
Where formerly the same styles lasted typically for a
season, he reports that he now constantly replaces styles
as they become sold out, thus selling between 600 and
650 lines of low shoes in a year. A large but some-
what conservative middle Western manufacturer has in-
creased his numbers from 450 in 1920 to approximately
800 in 192%. A large Eastern manufacturer who puts
emphasis upon fashion lines was producing double the
number of styles in 1927 that he was in 1921.°

The violent changes in hosiery styvles, of which every
one has been aware, are thus deseribed by the president
of the Holeproof Hosiery Company.

It was as fundamental as the laws of the Medes and the
Persiang that black stockings should accompany black shoes;
brown stockings should be worn with brown shoes; and white
stockings with white shoes. . . .

A change took place; skirts were shortened and women be-

came educated to the wearing of silk stockings as a matter of
daily occurrence. However, the color combinations I have

* There is a difference between varieties and styles. The former
term applies to types or lasts. There may be many styles or
patterns of one variety produced. The same variety may appear
in calf, snake, or cloth, etc. A “number” is one of these styles
rather than a variety. A company may increase its numbers or
styles and nevertheless reduce its varieties.

'A statement in “ Hand-to-Mouth Buying,” a Bulletin issued
by the Metropolitan Life Insurance Company, Policyholders
Service Bureau, 1927, pp. 155-157.
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described remained in effect. Suddenly, however, some woman
conceived a new idea. Somewhere or other (I have never
ascertained just where this took place), a leader in the world
of fashion appeared wearing black shoes and champagne col-
ored stockings. The thing spread over the world like wildfire;
and it was impossible for the manufacturer to meet the demand
for champagne colored stockings. This style or color com-
bination continued for a few months when some other lady
conceived the idea of wearing gray shoes and gray stockings.
Ag is usual in these things, the multitudes followed suit and
women began besieging the stores in an attempt to match
gray stockings and gray shoes. This was only the beginning
of a color eraze in hosiery. . . .

Suddenly from gray stockings, the ladies the world over
changed to flesh-colored, or what iz known as nude shades of
hosiery. This was the beginning of a chaos. It was discovered
by fashion designers and manufacturers of dye-stufis that they
could designate as many different shades in flesh colors as there
are colors in the rainbow. This, of course, brought about a
situation which made it almost impossible for a merchant 1o
place orders for any appreciable period in advance of his
actual needs. . . .

In addition we had to meet a similar situation in connection
with the manufacture of men’s hosiery and children's hosiery.
For many vears the style in men's hosiery called for what we
call plain colors. This entailed the manufacture of only some
eight or ten colors. In the last few vears, however, the stvle
in men's hosiery changed to the use of what we call faney
designs or novelties, which, of course, involved the production
of a great many more numbers in order to meet the popular

demand. The same thing is true with regard to children’s
stockings.

The stock carried by this company in the three types
mentioned, in 1920 and in 1927, was as follows:

1920.......coviienen 480 items
1927............ vee... 8,006 items
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Nor are style changes limited to wearing apparel.
Plumbing manufacturers are urging design and color
combinations formerly unthought of in kitchen and
bathroom fixtures. Kitchens and bathrooms are to be
costumed as well as equipped.” Automobile manufac
turers are advertising hundreds of color combinations.

It is indeed difficult to determine the extent to which
there is a general increase in number of styles, as no
careful effort to measure the change has been made.
Striking illustrations are not difficult to give, but it is
even easier to offer striking illustrations of simplification
which has greatly reducerl the number of patterns and
types of certain commodities passing through trade.
The two are opposing trends. At the moment it seems
probable that the style influence is leading in consumers’
goods (although certain consumers’ goods are tending
toward simplification), while the simplification trend
bas a strong lead in other fields. Style, and rapid style
change, however, is not novel in human experience.’" The
study of trade comment in the preceding chapter showed
that styles were more than once given in the nineteenth

* The reader who still thinks in terms of the bathtubs and sinks
of a decade ago may find verification for this statement in the
following quotation from an advertisement which enjoyed a full
page in the May 4, 1929, number of America’s most widely read
weekly under the title “ What Well Dressed Kitchens Are
Wearing.” “ Exquisitely styled, smart as a Paris frock, gleaming
like a jewel in its sparkling chromium cloak. . . . . Never-tarnish-
ing . ... never wearing . . .. kept dazzling by simply wipin
with a damp cloth . . . . this is the brilliant new Diamond si
ﬁxtulie” by Speakman. Sheer beauty imprisoned in sparkling
metal.

*In this connection the reader will enjoy Nystrom, Paul, Eco-
nomics of Fashion, 1928
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century as a cause of hand-to-mouth buying. But it is
important to realize that there has never been a time
when producers were so well organized to push for style
acceptance, when there was such a potent tool as present-
day national advertising to aid them,” or when general
prosperity made it so often possible for the consumer
to gratify style wishes."

Rapid style change in consumption has, and will
continue to have, curiously enough, some of the same
effects on buying practices as improvements in manu-
facturing technique. The former brings obsolescence
in terms of appearance or design; the latter in terms
of cost. Both factors will need to be watched closely
as they affect individual industries, rather than in any
general way. Careful as the buyer may be, style goods
are risky goods.

Finally, it must be remembered that the “style
element ” in goods is not merely the vogue. It is not
merely the color, design, or what not that is “in” at
the moment. “Style element” includes also a variety
of choice at a given time. While the merchant may buy
sparingly of each style of style goods, the variety of
styles necessary may require more dollars’ worth of
inventory than would otherwise be the case. While he

“The current campaign of The National Shoe Retailers’ As-

sociation with its purpose of emphasizing style in men's shoes
illustrates both points.

1 While it is arguable that a rapid change of the consumer's
interest from one style to another results in waste, it is also
arguable that if the consumer believes he can afford such change,

the opportunity of gratification through following style should
not be denied me
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will have fewer goods of any style to get out of date,
he may have many more styles threatened with that
condition. It may well be that the “ style element,” if
a growing one, may make it unprofitable for a merchant
to reduce the inventory or increase stock turnover by
any degree of conservative buying.

Communication devices used as a remedy for hand-
to-mouth buying have become a polent cause of the
practice. When business men, six or seven vears ago,
began to be conscious of an increasing number of small
orders and to suspect the undue costs of such orders,
many of them instructed their salesmen to omit small
customers from their routes and to substitute a tele-
phone conversation for at least every other one of their
regular calls. This plan became common for taking
“Aill-in” orders between regular seasons, and in lines
where small continuous ordering had greatly reduced
scasonal ordering (as in shoes: see Chapter 1V) the
telephone call came, often, to replace a ** regular ™ call.
As sometimes organized the method of combining tele-
phone calls with personal calls wasg popularly named
the “stop and skip system.” The economies of tele-
phone selling have caused mannfacturers and mer-
chants to use it widely.”

The telephone companies, however, have seen in this
emergency use of the telephone a great opportunity to
establish telephone sclling as a permanent method. They

A volume by J. George Frederick, Selling hr Telephone,
appeared in 1928. Many of the advantages of * selling by wire ”
had been first presented by the telegmph companies.
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have, accordingly, organized their facilities for sales
use and are selling their idea of utilization very energet-
ically. The change has been in the use of the telephone
in long distance calls for trade selling.” Telephone
officials attribute to the growing use of the telephone in
such work most of the following increase in the daily
average number of long distance telephone calls:

Daily Average
1923 ...l 2,000,000

The use of the telephone in selling fits admirably
into many other trends of modern trade, particularly
the declining belief in high pressure selling and the
growing interest in serviee. Its extensive use was stim-
ulated by small order buying, but the discovery of its
cffectiveness and its organized development have con-
verted it into a cause of such buying. .\mong current
forces it must be counted as one making for the con-
tinuance and, to some cxtent, the inercase of hand-to-
mouth buying.

Nothing s more important for the permanency of
hand-to-mouth  buying than {ransportation improve-
ments. 1t has been earlier suggested in these pages

® Among the sales efforts of the telephone companies none
probably iz more effective or conducive to convenience and
economy than the *“ Keytown plan,” which enables travelling
representatives to cover their trade from a comparatively small
number of selected so-called Keytowns, chosen by the telephone
company as those offering the greatest advantage of equipment,
toll connections, and probable relationship to sales organization
already developed. The Keytown telephone offices are provided
with special facilities for salesmen. K credit system makes it
possible for toll bills to be rendered to the home office.
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that transportation is a fundamental technical device
of trade and that its improvement has repeatedly,
through the history of American commerce, been re-
sponsible for lessening the period of ordering ahead
and for making it practicable to order in small units.
Roads, canals, the river steamboat, the steam railroad,
the inter-urban electrie, the motor truck, and the air-
plane have each marked an advance in the mechanics
of transportation. The creation of express services, the
correlation of railways with delivery concerns, and the
inauguration of the parcel post system have all been
steps ahead in the organization of equipment. The
history of each of these mechanical and organization
changes would contribute something to a view of cur-
rent trends in transportation and the probability of the
permanency of present trade practices. Such a review,
however, is beyond the reasonable scope of this chapter.
Since the middle of the last century the fundamental
means of trade transportation has been the steam rail-
way. The increase in railroad eflicicney during the past
eight or nine years may therefore be discussed as illus-
trative of the part which improvements in transporta-
tion play in developing hand-to-mouth buying.”
“While the development of the motor vehicle in tr rta-
tion has been obvious, its real competition with the rail has
been in carrying passengers rather than freight. It secems prob-
able, however, that motor truck transport has replaced the short
freight shipments of some manufacturers, particularly those who
have a considerable proportion of their customers within a lim-
ited area. According to Professor Henry R. Trumbower (Journal
of the Western Society of Engineers, April, 1926), the truck ton-
miles on our public roads which might be regnr&ed as competi-

tive with the railways was, in 1926, less than 2 per cent of railway
freight ton-miles.
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Prior to the World War there was a ten-year period
when the program of railroad extensions and improve-
ments was far below the normal rate of earlier years.”
Upon January 1, 1918, the railroads were taken over
by the national government for purposes of war time
operation and were not released until February 29,
1920. The exigencies of war use made the customary
rehabilitations impossible, and they were returned in
an admittedly run-down condition.” The depression of
1921 and the first part of 1922, supplemented by the
coal strikes and the shopmen'’s strikes of the latter year,
retarded advance. It was not until 1923 that the be-
ginning of a new growth of improvement and efficiency
became manifest among the roads.

Since 1928 the railroads have been steadily increas-
ing the speed and dependability of freight movement.
So long as this improvement continues there will be a
strong force working against advance ordering and
large shipments of merchandise. A judgment on its
continuation requires a brief consideration of the fac-
tors giving rise to the advances made. First, it appears
that railroad construction since 1920 has been chiefly
of a sort contributing to increased efficiency. During
the eight years 1920-1927 the following increases were
made in the various types of railway track:"

* Cunningham, W. J,, American Railroads, 1922, p. 19.

* A story popular in railroad circles at the time was to the
effect that someone remarked to a railroad man, “ The government
has turned back certain numbers of cars to the railroads,” to

which the railroad man replied, “ Not numbera of cars, car
numbers.”

" Computed by the Bureau of Railway Economics from State-

ment No. 3, Interstate Commerce Commission, Statistics of Rail-
ways in the U. 8.
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Increase in Percentage

Miles Increase
Miles of road ............. 427026 18
Second main track ........ 484961 155
Third main track .......... 208.58 7.1
Fourth main track. ete...... 300.03 132
Yard track and sidings .... 14,161. 13.6
All track .................. 23,789.48 6.3

It is clear from a consideration of these figures that
while there has been a slight increase in miles of line,
the significant additions have been in those types of
tracks which most fully contribute to an intensive use
of railway facilities. This is not only true of second
and other main tracks but of yard tracks, which ac-
celerate the formation and break-down of freight trains,
and of sidings, which permit more rapid operation on
single track lines.

The operating equipment of the railroads has also
been expanding toward greater etficieney rather than
toward mere magnitude.” While locomatives have been
declining in number, the aggregate tractive power in-
ereased from 2,341 million pounds in 1920 to 2,606
million pounds in 1927, an advance in tractive power
per locomotive from 36,365 pounds to 42,798 pounds.
Similarly the freight carrying capacity has inereased.
Although the actual number of freight cars barely held
its own in the period 1920-1927, the average carrying
capacity per car increased from 42.4 to 45.5 tons, and
the total carrying capacity from 98 million tons to
106 million tons. These physical advances have been
supplemented by many technical improvements: new

¥ Data from Interstate Commerce Commission, Statistics of
Railways in the United States, Statements 8 and 9.
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types of linings for boilers, new methods of firing and
fuel control,” and improvements in construction and
repair methods ™ which have increased the operating
distance of locomotives and the average speed attained.

The physical changes described are reflected in an
improved operating efficicney. There are three aspects
of this improved cfficiency which are of the greatest
importance to hand-to-mouth buying: the increased
speed of freight service, the *‘on-time ™ schedules for
freight, and the decline in car shortage.® The increased
speed which is being achiceved is evidenced, among other
ways, by the following record of freight train speed
(miles per hour between terminals) over a period of
nine vears:

1920.............. ... 103
1921, ... ...l 11.5
1922, ...l 11.1
1923... ... ...l 109
1924, ... ... ...l 115
1925, . ... ..l 11.8
1926.................. 119
1927 ...l 123
1928. ... 129

* The fuel consumed (pounds) per thousand G. T. M. (gross
ton-miles) dropped from 173 in 1920 to 127 in 1928, an improve-
ment of 26.8 per cent. From Interstate Commerce Commission,
Monthly Reports of *“ Freight and Passenger Service Operating
Statistics of Class I Steam Railways in the U. 8§.” partly es-
timated for 1920 by the Burcau of Railway Economies.

® The percentage of freight locomotives unserviceable was 245
in 1920 and 163 in 1928, an improvement of 33.5 per cent. ibid.

R The so-called index of railway efficiency made up of a large
number of factors, not all of which are significant for the purpose
in hand, has shown a steady and rapid improvement since 1923.
The yearly average for the five years 1924-1928 (1920-1924 — 100)
are as follows:

1924 ...l 1048 1927 .. ... ol 1152
1925. ...t 1094 1928, .. o 118.1
9260 1135

This is a Bureau of Railway Economics index published in their
Bulletin 47, “ A Review of Railway Operations in 1928, pp. 34-35.
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The percentage improvement for the period is 25.2.
The freight car-miles per car-day show a similar trend
and an improvement of 24.7 per cent during the same
nine-year period.”

The significance for hand-to-mouth buying in the in-
creased speed of freight trains is emphasized when one
sees the reduction of time being attained between im-
portant shipping points. The most marked changes in
these schedules have come recently. The table on page
4635, showing some of the more important changes made
by the Santa Fe Railroad and which are reported as typi-
cal, thoroughly illustrate the point.”

The tendency toward faster freight service has been
made doubly effective by the “ on-time ” movement for
freight trains. The “on-time” movement is the out-
growth of a determination on the part of railroad of-
ficials to give freight trains a new degree of regularity
and dependability. While there are available no figures
covering the U'nited States as a whole, the movement
is well evidenced. Of the Pennsylvania Railroad it is
reported for example: ™

A few years ago only 10¢¢ of Pennsylvania Railroad freight
trains, usually those carrving livestocks and perishables, moved
on regular schedule. Trains carrying all other lading were
moved as the freight accumulated, and consequently the time
of arrival was extremely uncertain. At that time, this was
the general practice on American railroads. Now 90% of all
Pennsylvania freight trains are operated on regular schedules,

® Data from Interstate Commerce Commission Monthly Re-
ports of “ Freight and Passenger Service Operating Statistics of
Class 1 Steam Railways in the U. 8.

® These data were furnished the writer by the President of the
Atchison, Topeka and Santa Fe Railwny System.

*In a letter to the author. There are numerous examples of
similar attainments by other roads.
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just like passenger trains. This system has revolutionized the
prior situation} which existed as late as 1920, when freight

INCREASE IN FREIGHET TRAIN SPEED, SANTA FE RAILROAD

Old Schedule | Present Schedule
Terminals %chw"m
Hours Minutes | Hours Minutes
Chicago to:
Kansas City. . .. 29 30 23 — 22.0
Tulsa......... 71 30 11 — 42.7
Wichita....... 72 40 42 30 42.7
Hutchinson. .. .. 46 10 42 30 7.9
Denver....... 82 30 82 30 —
Albuquerque. ... 101 35 92 —_ 9.4
Amarillo. . .. .. 85 40 60 15 29.7
ElPaso....... 156 — 108 — 30.8
Phoenix....... 169 — 152 30 9.8
Los Angeles. .. .| 204 15 141 30 30.7
San Francisco...| 219 40 154 30 29.7
Oklahoma City.. 58 — 57 40 .6
Fort Worth. ... 75 25 74 30 1.2
Kansas City to:
Tulsa......... 22 30 16 30 26.6
Wichita. ... ... 23 40 17 30 26.0
Albuquerque. .. 70 50 65 — 8.2
Amanllo. . .. ... 46 10 34 15 25.8
El Paso. ... ... 116 30 81 — 31.3
Phoenix....... 129 30 125 30 8.1
Los Angeles. .. .| 164 45 115 30 29.9
San Francisco...| 180 10 128 30 28.7
Oklahoma City.. 27 30 27 10 1.2
Fort Worth. . .. 44 55 44 30 9
Denver to:
Wichita....... 16 40 | 33 55 27.0
Oklahoma City.. 70 —_ 46 10 34.0
Fort Worth.... 86 -— 62 10 2.7
llas. . ...... 104 — 81 10 220
Houston. . . . .. 116 30 92 40 20.5
Kansas City. ... 62 30 35 40 42.9
Chicago.. ... .. 104 — 69 10 385
Albuquerque. ... 57 — 54 10 5.0
El Paso....... 80 — 70 10 12.8
Phoenix....... 117 — 114 40 20
Los Angeles. .. .| 154 15 115 10 26.8
San Francisco...| 169 40 128 10 24.6

shipped from the Middle West to the Eastern seaboard might
be on the road one week or two weeks.

31
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The Santa Fe has a freight schedule between Chicago
and San Franeisco, 2,533 miles, which cox!templates an
eighth morning delivery. This road reports for a recent
month that 97 per cent of its deliveries were in the
terminal on time or ahcad of time and that such a
record is typical rather than exceptional.® The effort
of the roads to achieve dependability is being stimulated
by the work of Chambers of Commerce, traffic clubs,
and other orgapizations which have at heart the in-
terests of buyers in their respective cities.® The new
certainty of freight movement has alzo made it possible
to link schedules at terminals with a minimum of delay.
Such a linking has resulted in a freight speed between
such points as New York and Topeka or Tulsa, via
Chicago, which is not greatly inferior to express service.

Probably no single factor in railway operation has
been so significant for the buver who does not wish to
order ahead and who buvs for numediate needs as the

® Certain of the railroads have, us a means of stimulating the
public’s interest in freight transportation, adopted a policy of
naming their scheduled freight trains. The Pennsylvania System,
for example, has among its so-called “ Limiteds Of The Freight
Train Service” The Purple Emperor. between Baltimore and
Norfolk; The Challenger, between Chicago and Cincinnati; The
Big Smoke, between Chicago and Columbus; The Ace, between
Pittsburgh and Eastern points.

*The Chicago Association of Commerce is only one example
of such an organization giving publicity each month to the rec-
ords of the railroads operating in their territory. Such a report
for a recrnt month takes the following form:

Total cars merchandise shipped .... 46,991

On-time arrivals at destination..... . 42,773—91.02%
One-day-late arrivals at destination.. 3214— 6.84%
Two:i:g—lat.e arrivals at destination. 709— 4806
Three-day-late arrivals at destination 1— 04%

Such publications for each railroad net as a constant spur upon
punctuality.
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improvement in the car shortage situation.™ The in-
ability to get freight cars promptly has, throughout
railroad history, been a cause necessitating advance
ordering and delays in shipment. .\ remarkable im-
provement has been brought about through the effective
work of the Car Service Division of the \merican Rail-
way Association. The activities of this agency are a
striking example of the possible effects of group or-
ganization in applying high standards to individual
action. The average daily freight car shortage for the
period 1920-1928 was as follows: ®

1920, ...l 81.592
1921..... ... 1.454
1022, 47 882
1923, 29.216
1924, ...l 1.047
1925, 443
1926 286
1927 ..o 170
1928 ... 12

A consideration of this table in the light of the fact
that there are some 2,300,000 freight cars in service
indicates that car shortage has practically disappeared
from American railways.

Other developing transportation agencies are being
correlated with railroad freight sevice for further con-
venience and expedition and for economy as well. This
may be illustrated by the alignment with motor truck
transportation, the rapid increase in which is suggested

™ A car shortage consists of the unavailability of a car for
loading within 24 hours of the time for which it is requisitioned
by a shipper.

* Data furnished by the Burcau of Railway Eeonomies.
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by the following tabulation of the number of motor
trucks and road tractors operating: *

1925. .. ..ol 2.442,000
1926, 2,764,000
1927 ..o, 2,914,000
1928.......iiiiiinient, 3,114,000

While motor truck companies continue as competi-
tive agencies, the railroads, either through ownership
of equipment or through contractual arrangements with
trucking or “ carloading and distributing " companies,
are using motor vehicles to supplement their steam car-
rier service. Motor trucks are employed by the railroads
to transfer freight from road to road at terminals; to
concentrate less than carload freight for car shipment;
to provide pick-up and store-door delivery service; ™ to
replace local freight trains.” The railroads report added
economy as well as improved service in these uses.”
There is no doubt that the integration of transport ser-

* As obtained from the U. S. Bureau of Public Roads.

® In one particular form utilized by the Pennsylvania Railroad,
this pick-up and delivery service is based upon the use of portable
steel containers which, carried upon motor trucks, are filled at the
shipper’s plant. They are then placed upon specially constructed
freight cars; and, if the shipper wishes, delivered to the consignee's
door. The Pennsylvania ilroad experimented to some extent
with portable containers as long ago as 1869. Sce “ The Limiteds
of the Freight Train Service,” a Bulletin published by the Pennayl-
vania Railroad, January, 1929.

® For general discussion of these uses see Railway Age, Vol. 79
No. 24, p. 1077; and Vol. 84, No. 25, p. 1476. The U. S. Bureau of
Public ds reports, on the basis of studies in several states, that
the principal truck activity is limited to a zone of 29 miles or less
(ibid., Vol. 79, No. 23, p. 1,023). Presidents of railroads operating
in various territories report comparable distances. tbid.

®See reference to Long Island Railway, Railway Age, Vol. 81,
No. 4; Duncan, C. 8, ¢ %hat the Motor Trans rt Investigation
Has S8hown,” Vol. 81, No. 17,2g. 811; “ Motor 'l'egnspomtion and
the Railways,” Vol. 84, No. 25.
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vice involved in some of these practices goes far toward
controlling the flow of goods through trade as it is con-
trolled in the production process of a modern factory.

The extent to which railroads are developing truck
service is suggested in the following data: ™

1927 1928

Number of roads operating trucks, tractors, and
trailers ... e i 31 45
Number of trucks, tractors, and trailers operated. .3,300 4,902
Number of routes and terminals served. . ......... 259 298
Aggregate motor truck route mileage............ ... 3,521

The significance of railway efficiency in hand-to-
mouth buying makes it particularly important to con-
sider the probable future of the trends that have been
discussed. Will these current tendencies be continued
into future years? Have the railways already reached
the peak of cfficicncy ? While such questions defy ab-
solute answers, certain observations may be made with
some certainty.

Considering first so important a matter as car short-
age, it is evident that there is little, if anything, left to be
done. A practical maximum of efficiency has been at-
tained. The energies of the Car Service Division are al-
ready being turned to heavier loading campaigns and
other activities calculated to aid in effective transpor-
tation. Moreover the dependability of the freight sched-
ules of the better roads, at least for certain trains, is at

<« Motor Transportation and the Railways,” Railway Age,
Vol. 84, No. 25. The New York Central leads (in 1928) in use of
motor trucks about 1,500 operating in its service. The Pennsyl-
vania opemtes 57 motor trucks over 39 routes, aggregating 1,489

miles and serving 588 stations. At terminals it operates 485 trucks
hesides 118 tractors and 688 trailers.
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a point which leaves little to be accomplished. On the
other hand, the end is certainly not yet in many aspects
of railroad operation. Mechanical improvements of
many sorts are going forward which will improve still
further both the speed and certainty of freight move-
ment. The time taken for switching and terminal oper-
ations is still being reduced by better mechanieal facili-
ties and better organization. Finally there are the im-
provements which may be expected by extending to the
roads which have been lagging behind, the standards
attained by the leading carriers. In this area there are
still, in the opinion of informed railroad men, important
advances to be made.

The gains in transportation efliciency achieved during
the past six or seven years, and those still anticipated.
will be of the greatest significance in continuing and
extending the closer correlation between buyer and
seller—the closer integration of our specialized produe-
tive units—which is of the essence of hand-to-mouth
buying. If such improvements can keep in advance of
the growth of production and be maintained through
periods of exceptional business expansion and decline,
it should, more than any other single factor, tend to
bring a smoother flow to the movement of goods; to re-
duce the stocks requirements of merchants and manu-
facturers; to release for other purposes capital invested
in supplies and inventories; to make American industry
less speculative and more nearly a matter of planning
and control.

[eaving to one side the changes in attitude which
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accompany changes in price or style trends, the tenden-
cies toward hand-to-mouth buying which are based on
improvements in the mechanics of trade indicate an
extension of the principle of the moving platform from
individual plants to the vast workshop which we call
industry as a whole.



BIBLIOGRAPHICAL NOTE

In cases where charts are shown without supporting
tables, the results of the compilations or computations
made, whethér from original data or from published
statistics, are available at the Library of the Institute
of Economics. In those instances where basic data were
obtained especially for this study they also are available,
excepting when their strictly confidential nature makes
this impossible.
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Order Basis for Industrial Pumps, 80

Order Basis Furnished by Department Store Purchases in Desig-
nated Federal Reserve Districts, 1920-1927, 84

Seasonality of Order Basis in Boston and * Qutside,” 1920-1927, 87
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ORDERS, FLOW OF

The Flow of Orders in Specified Industries, 284

The Flow of Orders in Pre-War and Post-War Years, 288

Orders Received by a Blanket Manufacturer, 1923-1927, 291

Orders Received by a Food Muanufacturing Company, 291

Orders Received by a Steel Manufacturing Company, 1913-1928,
291

ORDERS, SIZE OF

Proportion of Corn Canners’ Orders in Indicated Size-of-Order
Groups, 1910-1927, 114-115

Proportion of Corn Canners’ Business Done in Orders of Indi-
cated Sizes, 1910-1927, 126-127

Growth in Large Orders for Canned Corn, 1910-1927, 130

Growing Importance of Very Large Orders for Cunned Corn, 1910-
1927, 131

Sizes of Orders of All Reporting Pean Canners, 1911-1927, 132-133

Decline in Large Orders for Canned Peas, 1911-1927, 136

Varying Importance of Very Large Orders for Canned Peas, 1911-
1927, 137

Sizes of Orders for Canned Tomatoes, Company 35, 1907-1927,
140-141

Sizes of Orders for Canned Tomatoes, Company 42, 1911-1918 and
1922-1927, 143

Sizes of Orders of Four Tomato Canners, 1923-1927, 145
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Sizes of Orders of All Reporting Pear Canners, 1919-1927, 149

Sizes of Orders for Canned Berries, Company 42, 1911-1927, 153

Sizes of Orders for Canned Cherries, Company 42, 1911-1927, 155

Sizes of Orders for Canned Sulmon, Company 43, 1919-1927, 157

Sizes of Orders for Canned Salmon, Company 44, 1924-1927, 157

Sizes &l’ Orders Out of Merchandise Warchouses, 1919-1927, 162-
1

Sizes of Orders Received by Six Wholesale Grocers, 171

Sizes of Orders for Drug Proprietaries Received by a Large Drug
Wholesaler, 1920 and 1925, 179

Proportion of a Large Wholesale Druggist’s Business Done in
Orders of Indicated Sizes, 182

Increasing Proportion of Small Orders for Cotton Picce Goods
Received by Textile Mills, 1921-1925, 185

PRODUCTION, STABILITY OF

Stability of Production as Related to  Variations in Unfilled
Orders (Enameled Ware Baths), 1919-1928, 363

Stability of Production of Oak Flooring, 1912-1928, 368

Stability of Production of Knit Underwear, 1920-1928, 368

Stability of Production of Steel Ingots, 1018-1028, 369
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SHIPMENTS (OR SALES OR SERVICES), FLOW OF

The Flow of Goods Throughout the United States, 1920-1927, 295

The Flow of Iron and Steel Shipments, 297

The Flow of Shipments of Non-Ferrous Metals, 299

The Flow of Shipments of Raw Wool, Raw Cotton, and Raw
silk, 301

The Flow of Shipments of Textile Manufactures, 303

The Flow of Shipments of Cattle and Calves, 1900-1928, 304

The Flow of Shipments of Meat and Other Packing House Prod-
ucts, 306
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The Flow of Shipments of Sugar and Salt, 312
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1920-1927, 313
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The Flow of Shipments of Canned Fruit, 318

The Flow of Shipments of Canned Salmon, 318

Shipments from One Canned-Food Manufacturer, 320

The Flow of Shipments of Building Materials, 321

The Flow of Shipments of Bituminous Coal, 1905-1928, 324

The Flow of Shipments of Unclassified Manufactures, 325

The Flow of Advertising and Railway Transportation Services,
330

The Flow of Wholesalers’ Shipments, 333

Shipments of Individual Wholesale Grocers, 334

Shipments to Two Department Stores, 334

Chain Store Sales to Consumers, 1919-1928, 337

Department Store and Mail Order Sales to Consumers, 340

SHIPMENTS, SIZE OF

Average Size of Shipments of Canned Corn, 1924-1927 (Six com-
panics combined), 202
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companies), 203

Average Size of Shipments of Canned Peas, 204

Average Size of Shipments of Canned Peas, Company 27, 205

Average Size of Shipments of Canned Tomatoes, 206

Sizes of Tomato Shipments, Company 35, 1907-1927, 209

Average Size of Shipments of Canned Fruit and Salmon, 213

Size of Shipments Compared with Size of Orders, Canned Toma-
toes, Company 35, 1907-1927, 215
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STOCK BURDEN

Stock Burden for Non-Ferrous Metals, 230

Stock Burden in the Iron and Steel Industry, 233

Stock Burden Index for a Large Steel Manufacturing Company,
1909-1926, 234

Stock Burden in the Textile Industry, 235

Stock Burden for Canned Foods, 240

Stock Burden for Meat Products, 1916-1928, 243

Stock Burden for Butter and Cheese, 245

Stock Burden for Refined Sugar, 1921-1927, 246

Stock Burden in the Building Industry, 248
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Stock Burden of the Cotton Grower, 1916-1927, 254

Stock Burden of Shoe Manufacturers, 256

Stock Burden for Gasoline and for Pneumatic Tires, 259

STOCK TURNOVER

Stock Turnover of Wholesalers, 1923-1927, 267
Stock Turnover in Various Retail Lines, 271
Stock Turnover of Grocery Retailers in Colorado and Nebraska,

271
Stock Turnover of Department Stores in Specified Federal Re-
serve Districts, 273

STOCKS, STABILITY OF

Stability of Stocks in the Iron and Steel Industry, 345
Stability of Stocks of Non-Ferrous Metals, 347

Stability of Stocks in the Textile Industry, 351

Stability of Stocks of Building Materials, 354

Stability of Stocks of Food Products, 356
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Advance Orders [of a Large Shoe Company], 1927 and 1928, with
Designated Month of Shipment, 45

Number of Hose on Order June 1, to be Shipped in Indicated
Months [by a Manufacturer of Women's Hosiery], 47

Number of Reports [Received from Purchasing Agents] Showing
Ordering in Advance, for Period Indicated, 91

Changes in the Average Size of Order of Twelve Manufacturing
Companies of Various Types, 107 :

Changzs in Average Size of Wholesale Grocery Orders, 1921-1927,
1
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Advertising, 329-330 )

Agents (see purchasing agenls
reports)

Agriculture (see cattle and
calves; cotton, raw; ma-
chinery; silk, raw; whcat)

Asphalt, 102

Assortment orders, 407-408, 411-
412

Automobiles (see motor vehi-

cles)

Bathrooms, 456 .

Baths (see cnameled ware
baths)

Beef products
shipments, flow of, 304-307
stock burden, 243-244
stocks, stability of, 355-357
Berries, canned
order basis for, 76-77
orders, size of, 151-154
Bevernge, non-alcoholic, 101,

Blankets
orders, flow of, 289-291
shipments, flow of. 300. 303
Books, sales, 107, 109
Boxes, folding, 102
Brick, common and face
order basis for, 62-64
orders, unfilled, 62-64
shipments, flow of,
321-323
stock burden, 248, 250
stocks, stability of, 353-354
Brokers, 418-419
Building trade
brick, common and face, 62-
64, 248, 250, 321-323, 353-

cement, Portland, 247-24R,
321-323, 353-355

62-64,

contracts awarded, 8, 284-288
cnameled ware baths, 33, 64-
67, 248-250, 283-288, 321-
323, 353-354, 363-365
lumber, history of buying
practices, 440-442
oak flooring, 66-69, 248-249,
283-289, 321-323, 352-355,
365-367
pine, southern yellow, 248-
249, 283-288, 321-323, 352-
355
Building contracts awarded, 8,
Business education, 449-451
Busses, motor (see motor vehi-
cles)
Butter
shipments, flow of, 304-305,
310-311
stock burden, 244-246
stocks, stability of, 355-357

Cameras, 107, 110
Candy chains, 335-339

Canned goods (see  food,
canned)

Cards, greeting, 102

Carloading and forwarding

companies, 405
Carryvover (see stock burden)
Cattle and calves, 304-306
Cement, Portland
shipments, flow of, 247, 321-
323

stock burden, 247-248
st%tglgs. stability of, 247, 353-

Chain stores, 122, 142, 194-195,

335-339, 419
Charges, service, 406-407, 414
Cheese
shipments, flow of. 304-305.
310-311

179
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stock burden, 244-246

stocks, stability of, 355-357
Cherries, canned

order basis for, 51, 76-77

orders, size of, 154-156
Chocolate, 392 .
Ch“ﬁﬁg and school equipment,

Cigar chains, 335-339
Clocks, 102
Clothing (see also hostery, knit
underwear, shoes)
order basis for, 48-50
orders, advance, 49-50
shipments (or sales), flow of,
49-50, 300, 303-304, 332-339
stock burden, 235-238
stoatgks, stability of, 348, 351-
2

Coal, bituminous, 323-324, 326
Colleges of business, 449-451
Companies, individual
food canners
Company 10, 206-207
Company 13, 213
Company 14, 149-150, 213
Company 25, 146-147
Company 27, 51, 203-206
Company 34, 122, 203-205
Company 35, 51, 139-142,
207-212, 214-217, 315-317,
319
Company 38, 51, 213
Company 42, 51, 120-122,
143-144, 150-156, 314-317
Company 43, 51, 156-158
C%tln3pany 44, 51, 156-158,
Company 46, 203-2056
Company 48, 120-122
shoe manufacturers
Company A, 36-45, 187-189
Company B, 188-19Q
wholesale grocers
Company 1 (Delaware),
170-174
Company 2, 174
Company 3 (Company C),
174-175, 334-335

INDEX

Company 4 (Company B,
Pen;s%lvania), 171-176,

334
Company 5 (Company D,
:Ifagw York), 171-177, 334-

Company 6, 174-177
Company (Missouri),
170-174, 334-335
Tennessee, 171-174
Wisconsin, 171-174
Consumer, 335-342, 419-420
Copper
s{:ipments. flow of, 298-299
stock burden, 229-231
stocks, stability of, 346-348
Corn, canned
order basis for, 51, 73-74
orders, size of, 113-131
cumulation of sizes, 130-131
number of orders, distribu-
tion of, 114-124
volume of orders, distribu-
tion of, 124-130
shipments, flow of, 305, 313-
316
shipments, size of, 202-205
stock burden, 240-241
Clorn syrup, 392
Costa
incidence of, 397-420
office, 377-383, 385-387, 390
of packing, trucking, and
shipping, 380-383, 385-387,
300

of securing order, 375-377,
381-383, 385-387, 390

of small orders, 212, 373-396

summary, 395-396

Cotton, finished goods

orders, flow of, 284-288

shipments, flow of, 300, 303,
334-335

stock burden, 235-236
stocks, stability of, 348, 351-
352
Cotton, raw
shipments, flow of, 300-302
stock burden, 254



INDEX

stocks, stability of, 348, 350-
352

Cottonseed
sh%ggaents, flow of, 325-326,

stocks, stability of, 358-360
Defetred dating plans, 328-329,
10

Delaware  wholesale grocer
(Company 1), 170-174
Department stores
org;r basis furnished by, 82-

orders, outstanding, 85-89

orders, size of, 185-186

sales, flow of, 87-89, 335-336,
339-340

shipments to, flow of, 334-335
stock burden, 272-274
Discounts, 406-407, 414
Draperies, 334-335
Drinks, soft, 101, 392
Drugs (see also medicines)
costs of small orders, 395
orders, size of, 101, 177-183
shipments (or sales), flow of,
332-333, 335-339
stock burden, 267-269
Dry goods
history of buying practice in,
424432, 439
shipments, flow of, 332-335
stock burden, 267

Eggs
shipments, flow of, 304-305,
310-311
stocks, stability of, 355-357
Electrical supplies
costs of small orders, 395
orders, size of, 107, 111
selective selling of, 400-401
Enameled ware baths
order basis for, 64-67
orders, flow of, 283-288
orders, unfilled, 33, 64-67,
production, stability of, 363-
365

32
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shipments, flow of, 33, 64-67,
321-323

stock burden, 248-250

stocks, stability of, 353-354

Feeds, dairy and poultry, 101
Fish, canned
order basis for, 51
orders, size of, 156-158, 162-
163, 166-167
sh:iégwnts, flow of, 305, 318-

shipments, size of, 213
stock burden, 240, 242
Five and ten cent stores, 335-
339

Flooring (see oak flooring)
Flour and meal
costs of deliveries, 392
shipments, flow of, 305, 308-
309

Food, canned (see also compa-
nies, individual food can-
ners)

costs of marketing, 212, 384-
390, 413-415

history of buying practices,
440, 442

order basis for, 50-53, 72-78

orders, flow of, 290-291

orders, size of, 113-158, 161-
168, 214-217

shipments, flow of, 305, 312-
320

shipments, size of, 201-213
sizegsof-order groups, 114, 162-
1

stock burden, 238-242
volume-of-order  estimates,
125
Food, not canned (see also cat-
tle and calves; flour an
meal; wheat) .
be;;zmge, non-alcoholic, 101,

buter, 244-246, 304-305, 310-
11, 355-357
cheese, 244-246, 304-305, 310-

311, 355-357
chocolate, 392
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corn syrup, 392
eggs, 304-305, 310-311, 355-
357

groceries, 102, 169-177, 267,
269-272, 332-339, 393-395,
416417

meats, 190-197, 243-244, 304-
307, 355-357, 415416

milk, 305, 309-310

poul;ry. 304-305. 310-311, 355-
35

rice, 305, 308-309
salt, 305, 312
sugar, 246-247, 305, 312, 355-
357
Fruit, canned
order basis for, 31, 76-77
orders, size of, 146-156, 162-
163, 167-168
shipments, flow of, 318-319
shipments, size of, 213
stock burden, 240-242
Furniture (see also steel furni-
ture)
order basis for, 78-79
shipments, flow of, 325-327,

334
stock  burden, 267, 269-270,
284-288

Gasoline
production, 258
shipments, flow of, 325-327
stock burden, 258-260
stocks, stability of, 258-260,
58-360

3

Goods, flow of (see shipments,
flow of)

Groceries (see also companis s,
individual wholesale  gro-
cers)

costs of small orders, 393-396,
416417

orders, size of, 102, 169-177

shipments (or sales), flow of,
332-339

stock burden, 267, 260-272
Group buying, 122

INDEX

Handling charges, 406-407, 414
Hand-to-mouth buying

causes of, 5-11, 424-429, 431,

433-435, 442, 444, 446, 448-
470

banking system, 425, 429,
444

business buying attitude,
448-449

communication  facilities,
424, 428, 444, 446, 458-
459

engineering ideals, 434, 444,
446, 449452

overproduction, 431, 435

prices, 425, 426-428, 442,
444, 452-453

stvles, 433, 444, 453-458

tariffs or other legislation,
444

transportation facilities,
424, 426429, 435, 444, 446,
459470

evidences  of,

437, 445446

mail order buying, 428, 434,
435, 445

small inventories, 425-428,

424-428, 433-

433-436
small  orders and  «<hip-
ments, 426-428, 433-436,
445, 446

spot buving, 425-428. 434-
436, 415, 446
stabilization  of business,
424, 427, 428, 433-437, 445
future of, 447-470
history of, 423-446
the problem, 12-25
Hardware
costs of small orders, 395
nr(llgss, rize of, 107, 110, 197-

selective gelling of, 401
sh:i&menta, flow of, 332-333,
5

stock burden, 268-268, 270-271
Heels (see rubber heels)
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Hides, skins, and leather
shipments, flow of, 325-326,
328

stocks, stability of, 358-360
Hosiery

merchandising policy, 237, 412

order basis for, 45-48, 70-71

orders, flow of, 283-288

orders, unfilled, 70-71

shipments, flow of, 70-71, 300,
303-304, 334-335

stocks, stability of, 348, 351-
352

style changes, 454-455

Insurance, life, 102-103
Inventories (sce stocks)
Iron and steel
history of buying practices,
440-441
iron, bar, sheet, structural,
and pipe, 296-298
iron, merchant pig, 59-60, 232-
gi»g 283-288, 296-298, 344-
iron ore, 296-298, 344-345
iron, pig and bloom, 296-298
order basis, conclusions, 62
steel barrels, 61-62, 233-234,
206-298, 344-345
steel castings, 283-288
steel, fabricated structural,
283-289, 296-298
steel furniture, 283-288
steel ingots, 368-369
steel, rolled and finished
products,  53-56, 234-235,
200-201, 296-298, 368-369
steel sheets, 60-61, 233, 283-
288, 206-298, 344-345
st«;e_k U. S. Steel Corporation,

Iron, bar, sheet, structural, and
pipe, 296-298
Iron foundry products, 102
Iron, merchant pig
order basis for, 59-60
orders, flow of, 283-288
shipmenty, flow of, 296-298

483

stock burden, 232-233

stocks, stability of, 344-345
Iron ore

shipments, flow of, 296-298

stocks, stability of, 344-345
Iron, pig and bloom, 296-298

Jewelry
orders, size of, 107, 109
stock burden, 270-271
Jobbers, 334-335, 411

Kitchens, 456

Knit underwear
order basis for, 71-72
orders, flow of. 283-288
orders, unfilled, 71-72, 368
production, stability of, 368
shipments, flow of, 71-72, 300,

303

Laundry machinery, 102
Leather (see hides, skins and
leather)
Lumber
history of buying practices,
440-442 (see also oak floor-

ing; pine, southern yellow)

Machinery
agricultural, 107, 109, 325-326,
329

laundry, 102
washing, 325-327
Mail order houses, 122, 185-186,
335-336, 340-342
Manufacturers (see purchasing
agents; manufacturers, one
hundred fiftecn; and sepa-
rate commodities)

Manufacturers, one hundred
fiftecn
American Manufacturers

Amalgamated, 381-383
costs of small orders, 374-383
incidence of costs, 405-413
methods of determining

“good sized” order, 377-

378
orders, size of, 100-112
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Meat (see also beef and pork)
costs of small orders, 415-416
megliods of distribution, 190-

1
orders, size of, 190-197
shipments, flow of, 304-307
stock burden, 243-244
stocks, stability of, 355-357
Medicines, proprietary, 162-163,
168-169 (see also drugs)

Mer(_:ha)ndising policy (see pol-

icy

Metal specialties, 107, 109

Metals (see iron and steel and

metals, non-ferrous)

Metals, non-ferrous
co&p;r, 229-231, 298-299, 346-

tin, 229-232, 298-299, 346-348
zix;;,s 229-231, 298-299, 346-

Milk, fluid, 305, 309-310
Missouri  wholesale  grocer
égsompany A), 170-174, 334-

Motor vehicles
costs of small orders, 395
increasing importance, 460,
467-469

shipments, flow of, 325-327
styles in, 456
Musical instruments, 107, 110
Music chain stores, 335-339

New York wholesale grocer
(Company §, Company D),
171-177, 334-335

Oak flooring
order basis for, 66-69
orders, flow of, 283-289
orde;u, unfilled, 68-69, 365-

36
production, stability of, 365-

367
shipments, flow of, 68-69, 249,
321-323
stock burden, 248-249
stocks, stability of, 352-385
Oils, 392

INDEX

Optical goods, 107, 109

Orders, advance (see also order
basis; orders, outstanding;
and orders, unfilled)

advantages and disadvan-
tages of, 17-22, 31

purpose of, 31

variations in, 22-23

Orders, assortment,
411-412

Order basis (see also pre-plan-
ning and individual com-
modities)

concept, 31-35

definition of, 34-35

for individual companies, 36-
57

for industries, 58-81

furnished by buyers, 82-94

summaries, 81, 93-94

Orders, flow of, 14-23, 4445,
279-292 (see also individual
commodities)

method of measuring, 280-282

relation to flow of shipments,
282, 293

summary, 292

Orders, future (see order basis;
orders, advance, oulstand-
ing, unfilled)

Orders outstanding, 86-89 (see
also order basis; orders,
advance, unfilled)

Orders, size of, 100-200 (see
also individual commodi-
ties) .

compared with size of ship-
ments, 97-98, 214-217

encouragement of small or-
ders, 411-412 (see also 407-
408)

methods of measuring, 104-
108

summaries, 199-200

Orders, unfilled (see also order
basis; orders, advance, out-
atamfing)

as a measure of business ac-
tivity, 32-34

407-408,
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as a measure of order basis,
32-34

effect on stability of produc-
tion, 362-370
Overcapacity, 10

Packing charges for small or-
ders, 408-407, 414

Paints and varnishes, 107, 110,
392

* Paper, 101, 392
Peaches, canned
order basis for, 76-77
orders, size of, 147-148
shipments, flow of, 318-319
shipments, size of, 213
stock burden, 240, 242
Pears, canned
order basis for, 76-78
orders, size of, 148-151
shipments, flow of, 318-319
shipments, size of, 213
stock burden, 240, 242
Peas, canned
order basis for, 51, 74-76
orders, size of, 132-138
sh:iipr;lents, flow of, 305, 315-
1
shipments, size of, 204-206
stock burden, 239-240
Pennsylvania wholesale grocer
(Company 4, Company B),
171-176, 334-335
Pineapple, canned, 146-147
Pine, southern yellow
orders, flow of, 283-288
shipments, flow of, 321-323
stock burden, 248-249
stocks, stability of, 352-356
Policy, merchandising
canners, 52-53
ho:ilezry manufacturers, 237,

men’s clothmg manufactur-
ers, 50

wholesalers, 52-53
Pool cars, 405, 407
Pork and beans, canned 290-
201, 320

Al
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Pork products

shipments, flow of, 304-307

stock burden, 243-244

stocks, stability of, 355-357
Poultry

shipments, flow of, 304-305,

310-311

stocks, stability of, 355-357

Pre-planning (see also order

basts)
desirability of, 17-22
measure of, 32, 35
methods of, 31-32
possibilities of, 17-22
variations in, 22-23
Prices, 8-9, 41, 115-116 (see
also hand-to-mouth buy-
ing, causes of, prices)
Production (see also individual
commodities)
index of, 8
method of measuring stabil-
ity, 280-282
planning of, 16-17, 31-32
stability of, 362-370
summary, 369-370
Pum s, industrial
er basis for, 79-81
orders. size of, 107, 110
orders, unﬁlled, 79-81
shipments, flow of, 79-81, 325-
326. 328
Purchasing agents’ reports
order basis furnished by
manufacturers, 89-93
stock burden of raw mate-
rials held by manufactur-
ers, 261-265

Railways (see also pool cars)
ch:{ges for small orders, 417-

growth of and improvements
in, 460-467
seasonality of originating
freight tonnage, 294-295
seasonality of ton-miles of
freight carried, 328-331
Rayon, 348-350
Refrigerators, 101
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Regularity (see orders. produc-
tion, shipments, stocks)

Restaurants, Childs, 335-339

Retail stores (see chain, de-

partment, drug, grocery,
hardware, jewelry, and
shoe stores; mail order
houses)

Rice, 305, 308-309
Rubber heelx, 325-326, 328, 338-
359

Sales (see books, sales; ship-
ments)

Sales, future (see order bass;
orders, advance, outstand-
ing, unfilled)

Salmon, canned fish,
canned)

Salt, 305, 312

School and church equipment,
102

(see

Schools of business, 449, 451

Seasonality (sce orders, pro-
duction, shipments, stocks)

Sclective selling, 399-401, 408-
409, 410, 415-417

Service charges, 406-407, 414

Shellac, 392

Shipments, flow of (see also in-
dividual commodities)

compared to flow of orders,

early stages of production,
4445, 293-331

later stages of production,
332-342

method of measuring, 280-282
Ship;lxgnts, size of, 97-98, 201-

Shoes (see also companies, in-
dividual shoe manufactur-
ers; rubber heels)

history of buying practices,
433-440

order basis for, 36-45

orders, size of, 101, 186-190

shipments (or sales), flow of,

INDEX

stock burden, 255-258, 267-
268, 270-271
style changes, 453-454
Silk, finished goods, 334-335
Silk, raw
shipments, flow of, 300-303
stock burden, 235-236
stocks, stability of, 348, 350-
351
Size of units (see orders, ship-
ments, unils)
Soup, 112, 392
* Skimming the market,” 408-
409
Skins  (see  hides, skins, and
leather)

Spaghetti, canned, 290-291, 320
Spark plugs, 102
Stabilization, 18-22 (see also
orders, production, ship-
ments, stocks)
Steel (see tron and steel)
Steel barrels
order basis for, 61-62
shipments, flow of, 296-298
stock burden, 233-234
stocks, stability of, 344-345
Steel ecastings, 283-288
Steel,  fabricated  structural,
283-289, 296-298
Steel furniture, 283-288
Steel ingots, 368-369
Steel, rolled and finished prod-
ucts
order basis for, 53-56
orders, flow of, 280-291
orders, unfilled, 56, 368-369
shipments, flow of, 56, 296-

208
stock burden, 234-235
Steel sheets
order basis for, 60-61
orders, flow of, 283-288
shipments, flow of, 206-208
stock burden, 233
stocks, stability of, 344-346
Stock burden (see also individ-
ual commodities)
concept, 223-228
conclusions, 274-276



INDEX

methods of measuring, 226-
227

of goods for sale by mer-
chants, 266-274

of goods for sale by others
than merchants, 229-260

of raw materials, 261-265

Stock turnover (see stock bur-

den)
Stocks (see also individual
commodities)
as a measure of stock bur-
den, 226
control of, by manufacturers,
412-413
method of measuring stabil-
ity of, 280-282
stability of, 343-361
Stores (see chain, department,
retatil, and wholesale
stores; mail order houscs)
Stores burden of manufactur-
ers, 261-265
Styles, 433, 444, 453-458
Sugar
shipments, flow of, 305, 312
stock burden, 246-247
stocks, stability of, 355-357
Supplies, office, 102. 107, 109
(see also stores burden of
manufacturers)
Sweepers, floor, 102
Tin
stock burden, 229-232
shipments, flow of, 298-299
stocks, stability of, 346-348
Tires, pneumatic
stock burden, 259-260
shipments, flow of, 325-326,
8-329

32

stocks, stability of, 358-359

Tomatoes, canned
order basis for, 51, 75-76
orczie;a, size of, 138-145, 214-
1

shipments, flow of, 305, 315,
317, 319

shipments, size of, 208-212,
214-217

stock burden, 240-241

487

Trade, flow of, 13-14, 280-282,
294-295 (see also orders,
shipments)

Transportation (see railways,
motor vehicles)

charges, 406-407, 414

Trucks (see motor vehicles)

Typewriter ribbons, 102

Underwear
wear)

Units, size of, 97-99 (sec ulso
orders, shipments)

(see knit under-

Vegetables, canned. 162-166
(sec also corn, peas, toma-
tocs)

Varnishes and paints, 107, 110,
392

Warehouses
costs of small deliveries, 390-
393
deliveries, size of, 159-169
description of, 159-161
growth in, 403-404
remedy for costs of small or-
ders, 402-404, 1410411
Washing machines, 325-327
Wheat
shipments, flow of. 305, 307-

308
stock burden, 251-254
Wheels, grinding, 102
Wholesalers
costs of small orders, 393-395
importance, change in, 402
411, 419
orders, size of, 169-183, 185-
186, 198-199
shipments, flow of, 332-335
stock burden, 267-270
Woolen dress goods, 334-335
Wool, raw, 300-302, 392

Zinc
shipments, flow of, 208-299
stock burden, 229-231
stocks, stability of, 346-348
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