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Over the past 20 years of presenting to distributorsydyad ask audiences to show me
the hands of those having dead stock on hand. | am anfeeddmost everyone raises
his/her hand; and, I've heard endless stories of bigtis dealing with dead stock.
Some are happy stories in that they found it hiddenein Warehouse and actually got
rid of it. Some are sad stories of misfortune andriamtey because the dead stock
continued to grow and soon overtook the good stock in termarm@house space. Dead
stock is a product of purchasing, sales, accounts recemadleompany philosophy.
There is no one person or group of people to blame for deatbsk.

Dead stock is too often purchased because of lack of knowdeyeommunication
between sales and purchasing. It is sad how many tistedbdiors have actually bought
dead stock, received dead stock and put away dead stock, witkouealizing that it

was dead on arrival (D.O.A.). Oh! | know it soundsgrdout it happens all the time. It
could be the edict of the company president to bring ikiradls of stuff to enhance

selling opportunities, not looking closely enough at the proaiirxcto know some of it is
D.O.A. There are many reasons why dead stock still imwelsbreathes in our businesses.
Some of the reasons actually do make sense (well — rgetgone, but to at least a few
in the organization).

Dead stock happens! It would be great if each day you couildtiwaugh your
warehouse (vault), take a very deep breath, and justt findwalking toward the foul
odor. Yes, if dead stock began to stink once it got ¢lmbeing really dead (like fruit or
veggies), we would act more quickly to eliminate it fromn wault. We've all had the
experience in our kitchens when we open the fridge aodlamell greets us while
looking for a cool drink. It would be great if that weéhe case in our warehouses —
simply sniff, investigate the source of the odor, and theal with it.

Unfortunately, dead stock does not smell bad and it ieasy to find. Therefore, you
need some hound dogs in your business to sniff it out. Tiwasel dogs need more than
a good nose; they need system-generated reports to pmirtithe right direction.

They need sales reports by: product; product class, regies;@erson; and date. They
need to use the “hits report” telling them how many tima$e past year each product
was sold, comparing it to the number currently on hartiey need to know the dollars
invested in the products on hand, to determine a selling thiatdelps move those items
out of inventory. They need help and support by everyortbeomanagement team to
move those products. Dead stock management requires atgps that must be
carefully planned and followed throughout the year.



Step 1 — PREVENTION. Prevent dead stock from coming in as D.O.A. inventory;
Prevent new items from being loosely managed — it altbver to become dead stock
instead of ridding yourself of the investment; Preventssadégsonnel from directing the
purchasing department on what to buy, instead of using gwedtory practices to
determine inventory levels; and, Prevent branch masdg®en keeping excess, slow-
moving and dead items in their inventory, without sommcétive in their
compensation plan.

Step 2 IDENTIFICATION.  Identify those items with dying sales and/or no sales
activity at all; Use of a HITs report is very helpfalitdentify dying and dead inventory;
Use of a HITs report allows comparison of the onehguantities, the sales (or HITS) in
the last 12 months and then calculate a months supgtgaid; Maintain inventory costs
on this report; and, to give yet another figure to fockg the month’s supply quantity &
multiply it by the carrying costs. You quickly begindee how expensive it is to keep
this inventory on hand. It might spur you to take actiomengickly than

in the past.Once dead stock has been identified, it is a good idea tgagate it from
the good stulff.

You might want to move it to a certain area of theltyahus having it quarantined for
ease of movement. You might do this by putting diffexibred stickers or labels on it,
keeping it on the shelves. However, if you move it specified area, it is easier to see,
identify and it creates more of a focus on the growhmgjlenges at hand. Once
identified, go back into the system and freeze the purchasimgols for those

products. Freeze codes allow you to freeze purchasing paramaet not allow those
items to be reordered, unless done so on a special ordker Basne distributors think
that if a product is dead, it cannot reproduce. Wrongt idfmot quarantined in the
software, it always has the possibility of showinguigdy head again in your inventory.

Step 3 —COORDINATION. Coordinate the efforts of management, sales and
purchasing to keep new items to a minimum, if possible; Coatelthe efforts of
purchasing and sales personnel to keep the dead stock itdradaefront in an effort to
move them; Coordinate the efforts of all personneirtderstand what steps will be taken
to move those items; and, Coordinate the timeframedoh action step implemented,
establishing goals and cutoffs for the action steps taksallpwing plans to

run on and on).

Step 4 — DISPOSITION. Disposal of dead stock can take many forms. It canvengi
to: the sales personnel for them to sell — evemgithhem incentives for moving blocks
of it at a time. [However, if it hasn’t sold in tpast, this usually yields mild results.];
Lower the price just to get it out of stock usually yieddsne success; Donate it to a
charitable organization, taking the tax write off; Rekaaye it with “good items,” selling
it as part of a package deal; Bundle it into groups akddatour better customers,
asking them to take the entire bundle at a certagepHold a semi-annual or annual
“garage




sale,” grouping dead stock with good items -- setting a gaaltdt all during the one-
day “garage sale;” Or, you could just throw it away!

Over the years, the most effective method | haveamphted is to create the position of
a Dead Stock Manager. This person has the responsilfitékiog all dying and dead
stock items and making them disappear. They are compdrmatheir success of
reducing the dead stock inventory — thus, you average inveratug.vThey also can
take any new items that have not sold, and coordinatedispbsition (remember, new
items are the #1 source of dead stock). This persoridsteport directly to the President
of the company, as tough decisions will have to be matiey are theupreme cash
hunters. They should be given an “inventory obituary,” at the endwefry month (those
items with no sales, or dying sales in the past 12 montisy is their list from which to
work for the next 30 days. It is their job to make suwee of the items listed on the
obituary are still in the vault, by the time the nelxitwary is printed.

Understand that this person will not be able to get fidlepr maybe not even half price
or cost. Their job is to get something — anything in teshtash recovery. To pick up a
huge gain on these items is not the goal here, but naikerying to cut losses and
reduce carrying costs. The Dead Stock Manager also shandtdehall returned
merchandise — another pot of cash sitting in many sabftany times | hear, “someone
will handle that stuff sometime.” But, as most okasw, there is never enough time
and usually no one to deal with it. Often it sits ait&land builds! Then someone takes
a whack at it every six months or every year. With pecific management area, you
have a person whose job it is to turn all that baak @aish. They process the returned
merchandise credits, and handle the dispositioneofdéturned items. They determine if
it should go back into stock, should be returned to thdoefor credit, is covered by
warranty, or should be thrown away.

Dead stock will be around as long as distribution exi$tseere are no easy or simple
answers; but, there are action steps that help eapaithand cash burden. 1 always ask
those attending my seminars to share any creative teaddisposition ideas. | am
encouraged by the creative approaches used — creativity andtaadare key
ingredients to success. | encourage you to make dead stoegenaent, using all the
steps mentioned as a priority. Hopefully, someday your skea#t manager will work

his or her way out of a job. That would be the marulofmate success. Good Luck —
and, please start now!
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