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| Paul T. Cherington.® After each period of seri-

ous commercial disturbance or financial depression

' 'some rearrangement of merchandise distributing -

methods is likely to occur. After the Boston fire of

1872 had destroyed. the fall supply of shoe samples,

" shoe | selling never again resumed its old concen-
trated market form. After the panic of 1873, dry
goods jobbers in western railway centers were able
to give retailers quicker service and therefore to
set in process the final dissolution of the great gen-
eral,dry goods jobbing houses of the eastern sea-
board. ; )

To be sure other factors entered. The growth of
. ready-to-wear clothing, the development of larger
. store units, the migration of industries, and changes
in transportation facilities or freight rate structures
.all have been a factor, but in case after case some
- definite financial or commercial ‘shock of this sort
has caused a new alignment of business.

This hand to mouth buying movement of the past
three years seems to me to be quite manifestly a
development of this sort, following the shock of
general shrinkage in inventory values during our
recent so-called “period of deflation.” To bg sure,
the recovery of the railroads from the minisfrations
of public operators, the betterment of freight move-
ments and of freight train performance, the con-
struction of new and better warehouse facilities,
the better facilities for financing bulk transit move-
ments—all these, and perhaps other changes, have
helped the movement along; but the fact remains
that this change in business methods first developed -
in about 1920-21 and has since given evidence of
being here to stay. The wise' manufacturer will
adjust to this apparently permanent change.

"+ Perhaps a nucleus of advance orders can be got
to serve as a basis for mantfacturing operations,

but as a rule these must be paid for at-about what-

ever terms the buyer chooses to impose. Perhaps
the line may be one which will lend itself to stock
production so that staplé items may be made on
speculation and stored at convenient points to meet
demand when it develops. This means added risk,
and when it cannot be hedged, must, in the long
' run, be allowed for in the price. Perhaps it may be
possible to curb in some measure the wildest vag-
aries of the consumer’s will so that staple items may
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play an increasing part in the business. Pei‘hapé
other forms of minimizing the worst features of
the new situation will be found. But the funda-
mental thing is to recognize the presence of this
change in business methods, and to atta¢k it, not
as afi evil to be eradicated but as a new condition
to be met. C

Mr. Paul H. Nystrom.* Mr. Jelleme has stated
the facts about “Hand to Mouth Buying” very well,
indeed. There can be little or ;o disagreemerit
with all of his conclusions. ~ I must, h‘ov\"ever, take

. exception to his statement on how “Hand to Mouth

Buying” originated. ' .
You will recall that Mr. Jelleme said that “The
depression of 1920 and 1921 came about through
a decline in purchasing by retailers who feared a
fall in the price level.
held their volume long after there had been a radi-
cal decline in wholesale sales, indicating that the

decline of buying by retailers was caused by fear.” -

Th‘isvstatement places heavy responsibility on the
retailers, but can hardly be justified by the facts
regarding that period, now available to everyone.

Retailers began to cut down their purchasing

about the middle of 1920, as evidenced by the fact
that wholesale trade began to ‘decline in July of
that year. It is true that wholesale prices had
begun to fall sharply as early as March, but the
volume of sales continued for at least three’ months
longer. - c ‘
In: the meantime manufacturing had begun to
decline as early as February or March and with it
unemployment gradually began to assert itself.
Prices of farm products showed declines begin-

* ning in March and prices of live stock had started

downwards as early as the middle of 1919.

The indexes of retail trade do not tell an accurate
story for the reason that they are not sufficiently
comprehensive: Chain stores sales for the most
part showed increased volumes throughout the year,
but chain stores were almost alone in this tendency.
Department store volume continued to hold its own
throughout the year, but the available indexes for
department store trade do nqt show how this vol-
ume was maintained. Mail otder sales had begun
to fall off sharply as early as February, 1920, and
the failure rates of retailers generally began to rise
in Match. Department store volume ‘was main-
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_ stimulation of special sales.

* * much farther than 1920.

jy direct and the

February, 1927 i
| e of profit and’'by artificial
The so-called “con-
nd “over-all parades” began ez.xrly
1920. Taking all these facts into

seems too much to assume that
; an with re-

tained. at the expens

sumer” strikes a

in the Spring of

consideration, it c

the declirle in business and buying beg:
tailers. As a matter of fact, retailers stopped buy-

ing when they could no longext sell and a.dver};‘
large proportion of ﬂlem, to their sorrow, di hno
stop buying soon enough' w1th.the result that t eyi
in common with most industries, lost a great deal
of money during 1920. b buying” goes back

igi “hand to mou uyi

T than It can probably be said
" to have started [in the period back in' the 90's when

nationally advertised branded goods ﬁ.rst began to,

* . be important. |Some of these .adverhsers became

dissatisfigd with their distri‘butlor} ‘thrmfgh whole-

salers and established means of selling direct to t}{e

fetail trade. Wholesalers naturally rgsented this

. and used such |methods as \} ere at their command

* to'heck this development. One of the methods

used was to Jhow the ret%xiler the advantage of

- dealing with wholesalers father than manufact.urers

. : main advantage offered was the op-

portunity for more ‘frequent buying and in smalll
was

quantities. “Buy little and buy often”
preached by the wholesalers to the retail trade for
years.

In"1911 there occurred three events w?xich helpe.d
to erﬁphasize the education of the retail dealer in
buying little and buying often.
| First of all,|scientific management was popular-
ized -and advertised to the pusiness world by t?xe
Hearings before the Inter-State Commer.ce Commis-
" sion, conducted by Justice Brandeis, w1th.the help

. of the leaders of this movement. Scientific man-
did nof, of course, start with these Hear-

agement ‘ .
ings but the jnews about them brought this sub-
ject to the a tention of great numbers of people

who had never heard of it before. ‘Retailersl, among
others: began‘ to consider' whether they might ?ot
also profit frqm such practices as time and motion

studies; standardized operations, perpetual inven-

tories, etc., and it is a very short step from the
establishment of a  thorough working perpetual
inventory toqhand to mouth buying. i
‘Later, in 1§11,‘ the Supreme Court ‘handed_down
the Dr: Miles Medical Co.’s Egice Maintenance De-
cision, which made price maintenance by contract
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illegal. Manufacturers of branded goods, in their

efforts. to reduce price cutting, had observed{-thatt f)i
large part of price Q‘ting on the part o 1;‘1e a~1.
dealers was due to igndrance of the costs ?f se mgl,
hence, when direct methods of controlling resa;
prices were declared illegal, both manufacturers an
trade associations of manufacturers begaf'l cam‘;
paigns to educate retail deplers on accountxr.ng an
particularly on keeping a{ proper account ‘of ex-
pe;s]f:re had’ also been beginnings before 1911' in
certain educational institutions to'wards pn‘)motmg
the study of retailing and of retail accountmgﬁbu.t
during that, summer the Harvard ?ureat} of~ usi-
ness Research undertook its ﬁrsF mves’ug:.;txon on
the costs of selling among reta:lers: This study
has been followed by many others. “Harvard pm-
versity has earned a very creditable place for' itself~
in the history of business by this work. Wlule the
number of accounts collected from retailers was
actually fiot very large, the iuﬂuence} created F)y the
effort spread very widely. A c'loser attgntlon to
accounting and the costs of selh.ng led directly tg
a comparison of buying by various methqu an
frequently to the conclusion that it was more profit-
able to buy little and buy often. -
Following 1911, there wa's,. scarc.ely a retail
dealer’s meeting of any magnitude in whxcb tl;le )
subjects of scientific manage;nent and costs of se (; |
ing in their relation to retailing were.not d.\scusse
in one way or aﬂother, and in connec'fxon with the.se
discussions the subject of better buying, oftén with
the emphasis on buying less and more frequently,
rought out: N )
WZ}IS‘}I)ese geducational movements among retan%ers.
continued in a flourishing way down to t}.le Flme
of the war. During 1917 and 1918 all prmcqz]es
of business were more Or less upsef an(.l during
1919 and the early part of 1920 the insatiable de-
mands for goods from consumers \ere such tha;
retailers had apparently.forgottefl a.ll they ha
learned before the war about scientific manage-
turnover, buying, etc. o
m'e\:’t}’xen the consumers’ strikes began in 1920 re-
tailers received sharp reminders of the sound pn}r)l-
ciples of buying they had been taught befcwre1 the
war and which they now sought rather abruptly tf’ )
blish.
ret;::ailers are now practicing the good lessons that
they had been learning gradually foAr at least



