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ANTHONY JOIDT COSCIA ABJSTRACT

A number of times during the relatively short but colorful history
of the automobile industry Congressional investigations have aired some
of the menifold problems which exist in marketing automobiles. In the
wake of such investigations, numerous magnzine articles appear discussing
various aspccts of the industry. Inasmuch es many of the accounts are
illuminating but, at the same time, controversial in nature, curiosity is
aroused as to what conditions actually exist within the industry.

A problem which may have come to the attention of any consumer in
the role of new car buyer is that of trying to get immediate delivery of
the exact car he desires. Possibly the dealer may have had the car in
stock. On the other hand, it may be that the dealer had a car which fui-
filled some of the requirements, but not all. Then either the pyrospect
modified his original desires or waited until the dealer could secure
the car. The problem the dealer has of keeplng a sufficienf number of
cars on hand to satisfy the greatest number of prospects and, at the
same time, keeping his inventory at a minimum because of the size of
each unit and because of capital requirements is a difficult one. This
thesis deals with that problem.

This thesis is an exploratory study of the inventory control
practices of the retail automobile dealer. It was mede with the intent
of contributing to the limited amount of existing knowiedge in this

area so that & better understanding of new passenger automobile
distribution might be gained. An attempt waes made to determine the

effectiveness of some of these practices.
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The material was divided into five chapters in the foliowing
manner.

Chapter I is introductory. A basis for the project was estab-
lished, a statement of the problem was made, and the limitations of
the study were reported. A glossary of terms was included in this
chapter.

Chapter II is a presentation of the characteristics of the
respondents. The size and representativeness of the sample was
discussed in detail.

Chapter III is a presentation of the factory side of the picture.
It was not possible to make an accurate appraisal of the inventory
control practices of the retail automobile dealer without including
an examination of the dealer resources.

Chapter IV 18 the main body of the study which deals primarily
with the inventory control practices of the retail autamobile dealer
as revealed by the dealer Questionnaire. Factory practices and proce-
dures gathered from the factory questionnaire were interjected in line
with the area of study.

Chapter V includes a summary, overall conclusions, suggestions
for improvement, and other problems which during the course of the
project suggested themselves as interesting areas of investigation.

In order to establish a practical and reasonsble basis for the

study, interviews were conducted with retail automobile dealers of
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various mekes and with factory representatives. Pertinent questions
concerning the subject area were assembled, and two Questionnaires

were developed: one to be sent to automobile manufacturers, and one
to be mailed to dealers. A mailing list of retail automobile dealers

was obtained from current issues of Autamotive llews. The names and

addresses of dealers of all makes of domestic cars, of various size

and from all sections of the country, were obtained. The name of one

individual of menagement status in the dealership was also secured. A ‘-
list of all automobile manufacturers was secured fram the April 29, 1957,

Almanac Issue of the Automotive News, and questionnaires were mailed to

automobile manufacturers of various makes of cars.

In many aspects of the business the dealer operates as an inde-
pendent businessman, meking those decisions which contribute either to
his success or failure. The factory he represents is ready and willing
to assist him whenever needed, for the retail automobile dealer and the
factory are bound together by means of a selling agreement. Thus the
factory is only as sound as the dealers that represent it, and the
dealers are only as strong as the factory that is backing them.

To take a camplicated product such as the automobile, to build it
in the quantities in excess of 5,000,000 per year since World War II,
to distribute it from one end of the country to the other, and to provide
for servicing it in the field so that the qQquality that is built into it

can be enjoyed is a difficult marketing project.
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Information obtained from this study shows how the retail automobile

dealer and the factory operate through a complex marxeting situation

in meeting custamer demand for automobiles.
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CZAYTIR I
IITTRODUCTION

Just fifty years ago the automobile industry was a struggling ncw-
born infant. Total reglstered vehicles numbered only 150,000. Since
those early days, the country has grown, the people have prospered, cnd
the ownership of automobile vehicles las risen to approximstely €05,000,000.
If the sales of allied industries, such as perts and accessories arnd
gasoline service stations, were included, then it can be stated that the
retail scles of the automotive industry soared to $55,000,000,000 in 1957.
The magnitude and importance of the automotive industry is pointed up by
the fact that it provides Jobs for 10,500,000 persons. This is one out
of every seven employed people in the coum:x'y.l

The effects of this development bave been widespread. Mr. Harlow
H. Curtice, President of General Motors Corporation, stated rececntly that
"the impact of this growth has brought far-reaching social, cultural and
economic benefits on every hand."?

Many problems were encountered and resolved along the way in order

for this industry to develop to such an extent. Mass production methods

bad to be developed in order to fulfill the demand and to expedite

lHarry A. Williams, Managing Director, American Manufacturing

%;;gciation, "Auto Sales Set Record," Detroit Free Press, January 5,
? p' lo

2'Advez't'.1eemem; , "'General Motors Celebrates Its Golden Milestone
Anniversary," Automotive liews, October 21, 1957, p. 8.
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servicing in the field. To enable more pecople to purchase new pagsenger
cars, radically new methods of financing and insuring were introduced and
developed. The rapid growth of the automobile industry was made possible
by the combined efforts of those whose responsibility it was to bulld cars
together with those whose responsibility it was to sell cars. The relation-
ship of one phase of this industry with the other was expressed recently

by Strom Thurmond, former Senmator from South Carolina. The following is

an excerpt from an address made befare a group of dealers:

The pecople who meke and sell cars have done the most amezing Jjoo of
effective manufacture and distribution of a product that the world has
ever seen.

You will notice that I did not limit the credit for this job to
the manufacturers or to the merchents who sell the cars. The Jjob
could not have been done without both scgments of the automobile
industry. They are as inseparable as Slamese twins. If one dies,
the other will also. When one goes hungry, even though the other
may be temporarily gorging on the food at the same time, both will

be anemic before long.J>
Since credit for the growth of this industry must be shared by both

the production and the distribution phases, since each is dependent on the
Other, then the better the working relationship that exists, the healthier

the industry.

Statement of the Problem.

A number of times during the relatively short but colorful history

Of the automobile industry Congressional investigations have aired some

Of the menifold problems which exist in marketing automobiles. In the

3strom Thurmond, Former Semator from South Carolina, "The Automo-
bilgsgattle," Vital Speeches of the Day, Vol. XXII-21, August 15, 195G,
p. 656. -
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wake of such ilnvestigations, numerous magazine articles appear discussing
various aspects of the industry. Inasmuch as many of the accounts are
i1l1luminating but, at the same time, controversial in nature, curiosity is
aroused as to what conditions actually exist within the industry.

A problem which may have come to the attention of any coasumer in
the role of new car buyer is that of trying to get immediate delivery of
the exact car he desires. Possibly the dealer may have had the car in
stock. On the other hand, it mey be that the dealer had a car which ful-
filled some of the requirements, but not all. Then either the prospect
modified his original desires or waited until the dealer could secure
the car. The problem the dealer has of keeping a sufficient number of
cars on han& to satisfy the greatest number of prospects and, at the
sane time; keeping his inventory at a minimum because of the size of
e&ach unit and because of capital requirements is a difficult one. This
thesis deals with that problem.

This thesis is an exploratory study of the inventory control
Practices of the retail automobile dealer. It was made with the iantent
of' contributing to the limited amount of existing knowledge in this
area so that a better understanding of new passenger automobile distri-
bution might be geared. An attempt was made to determine the effective-

ness of same of these practices.

Limitations of the Study.

The dealer sample used in this study was small. Therefore, the

information presented may not be an accurate indication of the character-
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istics of total dealers. Limitations of time and money prohibited a larger

and more extcnsive investigation.

Methodolog.

In order to establish a practical and reesonable basis for the study,
interviews were conducted with retail automcbile dealers of various makes
and with factory representatives. Pertinent questions concerning the
subject area were asscmbled, and two questionnaires were developed: one to
be sent to automobile manufacturers, and one to be mailed to cealers. A
mailing list of retail automobile dealers was obtained from current issues

of Automotive News. The names and addresses of dealers of all makes of

domestic cars, of various size and from all sections of the country, were
obtained. The name of one individual of management status in the dealer-

ship was also secured. A list of all automobile manufacturers was secured

from the April 29, 1957, Almanac Issue of the Automotive News, and ques-
tTionnaires were mmiled to automobile manufacturers of various makes of

carg. This survey was made during the last quarter of 1957.

Organization of the Thesis.

The material for this thesis was divided into five chapters.

Chapter I is 1ntroduc;tory. A basis for the project was established,
a gtatement of the problem was made, and the limitations of the study were
Teported. A glossary of terms was included in this chapter.

Chapter I1 is a presentation of the characteristics of the respond-

ents. The size and representativencss of the sample was discussed in detail.



Chapter III is & presentation of the factory side of the picture.
Xt was not possible to make an accurate appralsal of the inventory coatrol
practices of the retail automobile dealer without including an examination
of the dealer resources.

Chapter IV is the main body of the study which deals primarily wita
the inventory control practices of the retail automobile dealer as revealed

by the dealer questionnmaire. Factory practices and procedures guthered

from the factory questionnaire were interjected in lipe with the area of

study.

Chapter V includes a summry, over-all conclusions, suggestions
for improvement, and other problems which during the course of the projcct

suggested themselves as interesting areas of investigation.

Definitions g Terms.

Accessories. All automobile manufacturers do not classify acces-

sories and options in the same manner. The simplest and clearest distinc-

tion 1is that accessories are those items made available to the public
which can be installed either at the factory or at the dealership, such
as radios and heaters, while options are items which can be installed on

the new car at the factory only, such as automatic transmissions, V-0 or

s8ix cylinder engines.

Balanced stock. The textbook definition applies here: keeping

inventory balanced with the rate of sale. This term applied to automo-

bile stock has reference not only to total units, but also to varieties

of series, models, colors, and options.
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Bulk order. /[n order placed by the dealcr in advance of the stock
p€riod. It indicates the number and t;pes of cars in total nceded for

tBlat period.

Denonstrators. Cars used by the dealership, salesmen, or personnel.

They are called demonstrators because they are used in meking a sales

demonstration to prospective buyers.

Dual g_e_aler. A dealer who has a franchise for two or more diffcrent

mekes of cars. Cars mcy be of the same or a different manufacturcr.

Factory. The factory is the manufacturer. As used in this thesis,
the menufacturer could be the campeny itself or a division of the campany

responsible for menufacturing & particular make of car.

Factory representative. A representative of an automobile menutac-

turer. The representative calls on retail automobile dealers in the field.

Floor planning. This is the common term for wholesale financing.
A dealer mey floor plan his stock of new cars by letting & finance company
pay the factory for the merchandise. He in turn will pey the fioance

compeny &8 he sells each unit of the stock, paying a low rate of interest

for the service.

Individual order. An order placed by the dealer for & specific

car. Placing individual orders is part of the regular ordering procedure.

Loaded. The opposite of stripped. A car that is loaded is equipped

with a great number of accessories and optlons.

Y
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Model. This term has a dual meaning, s0 its usage must be examined
for specific meaning. It is used to denote a particular model year such
ac the 1957 model car, and aiso to indicate the body style of a car,
whether it is a two-door, four-door, hardtop, convertible, or station

wagon.

Options. Those items made available to the public which can be
installed at the factory only, such as automatic transmissions and V-0

or six cylinder engines. (See Accessories also.)

Overallowance. Most deals in selling new automobiles involve a

used car trade. The term overallowance means that the dealer has allowed,

in lieu of cash, an amount over the market value of thé car taken in trade.

In effect, the overallowance is a discount from the list price of the new

automobile.

Series. Price lines of & particular make of car. Comparable to
multiple price lining in other products. For example, Chevrolet was
available in the following series in 1957: the Bel Air, 210, and 150

gseries.

Special order. A supplemeatary order by the dealer for a specific

car for which he hes a deal.

Stripped. This term indicates that the car is equipped with few,

if any, accessories.

Volume planning. This term as used in the automobile industry

corresponds to the term forecasting in other industries.



CHAPTER II
CHARACTERISTICS OF RESPOMDENTS

Tnis chapter is a presentation and explanation of the techniques
used and the success achieved in securing information for this study.
This project was designed to investigate the lnventory control practices
of the retail automobile deeler. In order to do a satisfactory job it
was necessary to take into consideration the contingent practices of
their resources. Since it was found that there was a peucity of infor-

mation on this subject in secondary source material, the two primary "

sources of informetion used were the manufacturers and the dealers.

Factory Participation.

During the year 1957, twenty makes of automobiles were manufac-
tured in the United States by the five automobile manufacturers. Ameri-
can Motors Corporation produced three different makes in 1957. The
Metropolitan, which is distributed by this company, wes omitted pecause
it is not produced in the United States. Chrysler Corporation, Ford
Motor Compeny and General Motors Corporation each produced cuars of five
separate makes. The Studebaker-Packard Corporation produced two differ-
ent makes of new cars.

Table I shows the names of the menufacturers together with the

makes of automobiles each manufactured.






TABLE T

CAR IMIUFACTURIRS AID CARS TIHEY MOQWUFACTURED IH 1957

Manufacturer take of Car

American Motors Corporation . . . . . . . « .« + o . . Hudson
liesh
Rambler

Chrysler Corporation . . . . . ¢« =« . « ¢« « « « « . . Chrysler
Imperial
Douge
DeSoto
¥lymouth

Ford lHotor Company e 6 e 6 s e e o s o e o 4 e o s Ford
Lincoln
Fcreury
Continental
Bdsel

General Motors Corporation . . « .« « ¢ ¢ &« o 0 o . . Chevrolet
Fontiac
Cadillac
Buick
Oldsmobile

Studebalker - Packard Corporation . . . . . . . . . . Packard
Studebaker
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The ma jor manufacturers assign the responsitility for the production
and distribution of one or more mckies of cars to a division. Because of
this internal organization wherein each division may operate more or less
independently of other divisions, it could not be assumed that all divi-
sions of a mejor manufacturer had identical practices.

Although twenty separate makes of automobiles were rmenufactured,
only fourtecn divisions were contacted. Scame divisions produced more then
one make of car. All of the various mekes of cars were produced by a
separate division except the following: Eudson, Nash, and Rambler which
wvere all produced by American Motors Corporation; Chrysler and Imperial ”';l
produced by the Chrysler Division of Chrysler Corporation; Lincoln and
Continental produced by the Lincoln Division of the Ford Motor Company;
and Packard and Studebaker produced by the Studebaker-Packard Corporation.

Factory questionnaires were mailed to the sales manager, distri-
bution executive, or marketing director of each manufacturer or car divi-

sion. Table II shows the manufacturers or separate divisions of mmau-

L =

facturers to whom the questionmaires were mailed. The makes of cars b
each menufactured are also shown. (A copy of the letter and question-
naire mailed to the fourteen separate manufacturers mey be seen in the

Appendix in Figures 1 and 2.)



ABLE II

MANUFACTURERS AND CAR DIVISIONS OF MAJCGR MANUFACTURERS

TO WHOM CUESTIONNAIRES WERE MAILED

Car Manufacturer or Division

American Motors Corporation . . . « ¢« « & ¢+ o o o .
Chrysler Division . . . . . . .« . ¢« ¢« . .« . .

DeSoto Division . . . . ¢ ¢ ¢ ¢ ¢ o o o o o &+ o W
Dodge Division . . . . ¢ ¢ ¢ ¢ ¢ ¢ 4 0 e o e .
Plymouth Division . . . . . ¢ ¢« ¢ ¢ ¢ ¢ ¢ ¢ & ¢« &
Fordmtorcmny.ov..0...00..000

Lincoln Division

Mercury Divigion . . . . . ¢ ¢« . ¢ ¢« ¢ ¢ o o o o .
Cadillac Motor Car Division . . « « « « « ¢« « « .
Chevrolet Motor Divisiomn . . . . . . . . . . . . .
Buick Motor Division . . . . . . . . . . . ¢« . . .
Oldsmobile Division . . . . & ¢+ ¢ ¢ v ¢ ¢ o o & &
Pontiac Motor Division . . . . . . . . . . . . . .

Studebaker-Packard Corporation . . . . . « . . . .

Make of Car
Manufactured

Hudson
Nash
Rambler

Chrysler
Ioperiel

DeSoto
Dodge
Plymouth
Ford

Lincoln
Continental

Mercury
Cadillac
Chevrolet
Buick
Oldsmobile
Pontiac

Packard
Studebaker

NOTE: At the time the mailings were made, the Edsel Division of
the Ford Motor Company, while formed, did not have a car in the field.

NOTE: The Lincoln Division of the Ford Motor Company was combined

with the Mercury Division in 1957. At the time of the mailings, they

were still separate.
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Of the fourteen questionmaires mailed, responses of varying descrip-
tion were received from only eight. Three of the eight answered the qQues-
tionneire completely while one answered the first three questions only.
One campany wes very helpful. Even though they did not return the completed
questionnaire, they sent the Report on Volume Planning mace by Mr. J. H.
Sloan of the Chrysler Corporation. This was very helpful as will be seen
in a following section of this thesis. Another company promised to f£ill
in the questionnaire at same later date, but no further word was received.
Two coumpanies reported that this type of information was confidential end
not available to the publiec.

The amount of informetion obtained fram this source was not as
extensive as it was hoped. EHowever, that which was secured was used in

the appropriate subJect areas throughout the thesis.

Dealer Farticipation.

Since the bulk of the study was concernecd with the retzail automobile
dealer and since this portion of the study was more exacting, the following
steps taken were with reference to the questionnaires mailed to them. A
stratified sample design was used wherein the respondents were contacted
by mail. It wes considered that greater homogeneity would exist in each
of several classifications of dealers. Therefore, an effort was made to
secure a proportionste sample with respect to the following characteris-
tics: manufacturer represented, location and size of dealership. A random
sample was then taken in each group. (A copy of the letter and question-

naire mailed to dealers may be seen in the Appendix in Figures 3 and 4.)
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Size of sample. According to Automotive News, the estimated number

of retail autamobile dealers in the United States in February, 1357, was
39,6&3.l This figure included dealers of all mekes of cars, but a dual
dealer was counted only once. (The total number of dealers by car make
may be seen in the Appendix in Table YXOoXVIII.) |

Two hundred ninety-one questionncires were mailed. There were 116
returns; so the percentage of returns was 40 per cent and the sample size

expressed as a percentage wes .2326 per cent.

Automobile manufacturers' dealer representation. It was planned

that the study be representative according to the percentage of registra-

tions grined for the year 1956 by each of the five automobile menufacturers:

American Motors Corporation, Chrysler Corporation, Ford Motor Compeny,
General Motors Corporation, and Studebaker-Packard Corporation. Imports
were excluded from the study. Teble III shows the percentage of cer
registrations for each of the five mmnufacturers for 1956 and the number
and percentage of total responses from dealers of each menufacturer. (A
graphical presentation of the information in Table IIX appears in the
Appendix in Figure 5. Table XXXIX in the Appendix shows the percentage

of new car registrations in 1956 by particular car make.)

J“I‘tr:tble, "Passenger Car Dealers in U. S.," Automotive lews,
February 11, 1957, p. 1.
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TABLE III

SOLE RETKUSENTATION ACCQEDING TO

AUTOMOBILE MANUFACTURERS'
REGISTRATIONS FOR 1956

t.J

Car Manufacturer Per Cent of Number of Per Cent of
Registrations* Responses Responses

American Motors Corporation 1.9 5 4.3
Chrysler Corporation 15.5 21 18.1
Ford Motor Compeny 20.4 30 25.9
General Motors Corporation 50.8 56 L3.3
Studebaker-Packard Corporation 1.8 L 3.4
Miscelleneous 1.6

Total 100.0 116 100.0

*Teble, "New Car Registrations By Makes, 1956-1955," Automotive

News (1957 Almanac Issue), April 29, 1957, p. 42.

"
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The greatest proportion of responses obtained were from General
Motors Corporation dealers. General Motolrs obtained a 50.8 per cent of
industry in 1956 and the questionnaire responses obtained were 43.3 per
cent. The second largest sample group was Ford Motor Company cealers.
The Ford Motor Company per cent of industry in 1955 was 28.4 per cent.
The per cent of responses obtained was 25.9 per cent. Chrysler Corpora-
tion dealers were the third largest sample group. Chrysler Corporation
accounted for 15.5 per cent of industry in 1956 and the sample size pro-
portion was 18.1 per cent. American Motors Corporation dealers and
Studebaker-Packard Corporation dealers accounted for 1.9 per ceant and
1.6 per cent of industry respectively in 1956. The sample taken from
each was purposely larger tban their industry proportion, since a true
proportiomate sample would have been so smll as to be insignificant.
The sample proportion taken was 4.3 per cent from American Motors Corpora-

tion dealers and 3/4 per cent from Studebaker-Packard Corporation dealers.

Geographic representation. An attempt was made to make the study

representative according to territory. The popular nine territory break-
down of t.he United States was used. Table IV shows the percentage of
new car registrations by territory and the. number and per cent of total
responses by territory. (A graphi;:al presentation of this information

on Table IV appears in the Appendix in Figure 6.)

."t
”e.






TABLE IV

SAMPLE REPRESENTATION ACCCORDING TO NEW
PASSENGER CAR REGISTRATIONS BY '

Fegions

New England
Middle Atlantic
South Atlantic
East North Central
East South Central
West North Central
West South Central
Mountain States

Pacific States

Total

GZOGRATPHICAL DIVISIONS
FOR 1956

Per Cent of 1956
Registrations *

55
16.8
13.0
2k.y

5.1

3.3

9.7

3.4

11.8

100.0

Number of
Responses

2l

Kk o & K o 3 F

116

Per Cent of
5.2
18.1
9.5
23.3
5.2
10.3
12.9
5.2

110.3

100.0

*Table, "New Passenger Car Sales by Months in States and Geo-
graphical Division, 1956," Automotive News (1957 Almenac Issue),

April 29, 1957.

The East North Central group of states consisting of Illinois,

Indiana, Michigan, Ohio, and Wisconsin accounted for the largest number

of registrations in 1956.

The per cent of industry attained by this

group was 24.4 per cent. The sample size proportion from this group

was 23.3 per cent.



17

The group of states which accounted for the second largest nuaber
of registrations was the Middle Atlantic group consisting of New Jerscy,
New York, and Pennsylvania. These states accounted for 18.8 per cent of
total registrations. The sample size proportion taken from this group
was 18.1 per cent.

Third in group size by proportion of registrations was the South
Atlantic group of states. This group consisted of Delaware, District of
Columbia, Florida, Gecorgia, Maryland, Norta Carolinma, South Carolina,
Virginia and West Virginia. This group of states accounted for‘l3.0 per
cent of registrations in 1955. The sample size proportion taken from this
group was 9.5 per cent.

The Pacific States consisting of Califormia, Oregon, and Washington
accounted for 11.8 per cent of new passenger car registrations in 1950.
The sample size proportion taken from this group was 10.3 per cent.

The five other groups of states, namely, West Sauth Central, West
North Central, New England, East South Ceatral, and the Mountain states,
accounted for less than 10.0 per cent each of registrations in 1955.
Their proportionmate share of the 1956 market was respectively: 9.7 per
cent, 8.3 per cent, 5.5 per cent, 5.1 per cent, and 3.4 per cent. The
sample size proportion taken from each group was respectively: 12.9 per

cent, 10.3 per cent, and 5.2 per cent for each of the next three groups.

Representation with respect to size of dealersnips. An attempt

was also made to obtain an equal number of responses from dealerships of

various size. The total number of dealers was divided into four groups.
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Each dealer was assigned to a particular group on the basis of the number
of units he delivered for the year 195€. This four group classificetion
of dealers by size is the one used by the National Automoblle Dealers
Association for reporting various dealer business activities. Table V

1}

shows the four group dealer clasgsificetion.

TADLE V

SIZE OF DEALERSHIPS BY GROUP CLASSIFICATION

Group Number Units Delivered
In One Year i
CGOUP I & v ¢ ¢ o o o« o « o o o o o s 4 e e e e e e . 1toll9
Group IT . & « ¢ ¢ ¢« o « 4 o o o o o o o o o« o o « « « 150 to 399
Group IIT . . « « o s o o o o o o o « o o o o o s o « + 40O to T49
GrouP IV & &« ¢ o v v ¢ « « o o o o o « o o o o « « « . {49 and over

Number and per cent of responses by group size is shown on

Table VI. (A graphical presentation of the information in Table VI

appears in the Appendix in Figure 7.) R ]

TABLE VI

SAMPLE REPRESENTATION ACCORDING TO
DEALERSHTP SIZE

Group I Group ITI  Group ITI Group IV  Total

Numbexr of Responses 30 31 28 27 116

Per Cent of Total 25.9 25.7 24,1 23.3 100.0

]

i
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Representation according to manufacturer and group size. Teble VII

shows a ﬁreakdown of the sample according to manufacturer and dealerships
by group size.

The total number of responses was 116. The number of responscs
from each group by size was as follows: thirty for Group I, thirty-one
for Group II, twenty-eight for Group III, and twenty-seven for Croup IV.
The proportion of total sample for each group respectively was 25.9 per
cent, 26.7 per cent, 24.l per cent, and 23.3 per cent.

An attempt was made to secure dealerships of various sizes repre-
senting each manufacturer as respondents. o Group III and Group IV
respondents, however, were obtained either for American Motor Corporation
dealers or Studebaker-Packard Corporation dealers. The proportion of
the sample for these two manufacturers was as follows: of the total
Group I dealers responding, American Motor dealers had a 6.7 per cent
representation, while Studebaker-Packard dealers had a 10.0 per cent
representation. Of the total Group II dealers responding American
Motors dealer representation was 9.7 per cent, while Studebaker-Packard
dealer representation was 3.2 per cent.

Chrysler, Ford, and General Motors dealers were represented in
each of the four group sizes as follows: in the Group I size, for
Chrysler, 10.0 per cent; Ford, 26.7 per cent; and General Motors, 46.6
per cent. In the Group II size, Chrysler, 19.4 per cent; Ford, 29.0
per cent; and General Motors, 38.7 per cent. 1In the Group III size,
Chrysler, 28.6 per cent; Ford, 17.9 per cenmt; and General Motors, 53.5
per cent. In the Group IV size, Chrysler, 14.8 per cent; Ford, 29.6

pver cent; and Ceneral Motors, 55.6 per cent.
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CHAFTER TIII

In order to gain & better understanding of the retail automobile
dealers' practices and problems, it was considered essential to examine
first some of the problems which the dealers' resources have 1n supplying
dealers adequately. This chapter is divided into two sections. The
first section is an explanation of the factcry-dealer relationship while
the second secil'.ion is a presentation and a brief analysis of same of
the problems automobile manufacturers are confronted with in merchandise r'

[

control.

Factory-Dealer Relationship.

The marketing of new automobiles is big business. Since World
War II, upwards of five million vehicles have been registered annually.
It is a tremendous task not only to menufacture that number of units,

but also to distribute them throughout the country. _

The franchise dealer system. The retail autamobile dealer is an

exclusive dealer and is franchised. This method of distribution is used
by all car manufacturers. While some manufacturers do operate a few
retail outlets, these are in a very small minority. The franchise dealer
method of distribution does not give the factory the total control it
would have with its own retail outlets, nor does the franchise dealer
have the freedom of operation that an independent dealer would have.

Yet throughout the years other methods of distribution that have been
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tried have given way to it. It has been by means of the franchise dealer
system that the industry has grown to its present size.

Under this sytem the dealer operates in many respects as an inde-
pendent. He capitalizes'the business and makes the day to day decisions
of management. He is, however, bound to the manufacturer by a selling
agreement, renewable periodically, which, among other things, requires
that the dealer handle exclusively a particular meke of car. Thus the
retail automobile dealer is limited to one resource for supply. There
are a number of dealers that have franchises for several makes of cars
manufactured by the same company. These are called dual dealers. Some "'.:i
points cannot support individual dealers for each make of car, so two or o
three makes of one company may be represented by one dealer. Only

recently has permission been granted by some automobille manufacturers

for their dealers to stock cars of a different manufacturer. These

additional franchises are for imported cars or cars vwhich could be
classified a8 non-competitive with the dealer's regular car line.
In the automobile industry there are usually three people involved » ’
in distribution: <the factory, the dealer, and the customer. It is the i
role of the factory to place offerings each year in the market hoping
that it has guessed correctly as to what .the public wants. It is up
to the new car buyer to approve or reject and to choose that which is
most appealing to him. It is up to the dealer to take that which the
menufacturer produces, be i1t good or bad, and do the best he can with

it for one model year at least.
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Balancing factory production with dealers' orders. Guestionnaires

were mailed to automobile manufacturers in order to find out how each
menufacturer works with its dealers in distributing cars throughout the
country. It was hoped that the information gained from the manufacturers
would supplement that obtained from the dealers. The following section
is a presentation of the information obtained from questions asked with
respect to balancing factory production with dealers' orders.

When asked whether autamobiles were assembled in advance of dealers'
orders or on dealers' orders only, one manufacturer replied that it did
manufacture cars in advance of dealer orders while three manufacturers
replied that they did not. The manufacturer that reported it did assemble
cars in advance indicated that 10 per cent were assembled in advance.
Thus only one of the four companies that replied produced cars in advance
of dealers' orders, and this company built a relatively small percentage
in advance.

Automobile campanies project the total number of cars to be built
for the next model year. Then it is necessary for them to break down
the yea.rh/ projection into actual production schedules for each month.

In answer to the question "How do you break down yearly scheduled
production to monthly output for dealer orders?"”, the manufacturers
replied as follows:

Company A:

Monthly schedules are developed from market studies, industry

volume, seasonal patterns, projected deliveries, and current and
anticipated inventories.
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Company B:

For advance planning, 1t 18 based on estimated sales. For near
planning, it is based on projections received from dealers.

Company C:

Monthly output is increased or decreased based on sales trends.
A yearly schedule is a present goal and not a firm schedule.

Campany D:

A model year total production is determined well in advance of
that year's actual production and also the per cent of each model
and body type that we estimate we will produce so that necessary
tools, dies, and fixtures can be secured.

The model year total to be built is divided into the number of
working days that that model will be produced and the figure arrived
at will give you the daily rate necessary to build the model year
production. From this figure you can also arrive at the monthly
production.

Records are maintained covering the total number of cars that are
sold at retail and also the total number of cars in dealer stock.
Retail deliveries for future months are estimated and, using the
mmber of cars to be built in future months, dealer stocks can be
determined as follows: Stock on hand end of prior month with
dealers, plus current month's production, minus estimated retail
sales, equals estimated stock end of current month.

It can be seen that systematic and comprehensive statistical means

are used by automobile .calpanies in breaking down yearly production
schedules to monthly production figures.

The final question asked on this subject was: '"How do you deter-
mine in adv.ance wvhat per cent of cars for which to plan production with
respect to series, nodcls‘, colors, and options?"

The replies given appear as follows:

Company A:

Based on dealers' forecasts and historical data with close control

exercised over usages to gquickly determine and evaluate shifts in
consumer preferences.
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Company B:

By an analysis of recent trends, plus consideration of new malels,
new options, prior changes, industry trends, etc.

Company C:

We use sales trends plus projections from deaslers.

Company D:

A record is meintained covering models, colors, and equipment that
our dealers sell at retail and also the number they have in their
inventory. A record is also maintained of the orders received. As
the model yearxr progresses, we recelve from our cdealers their estimmted

requirements by month, and these figures are compiled for the country as

a whole so that we can determine just what the dealers estimate they
will require to take care of their anticipated retail sales. From
this information, charts are maintained and trends are established by
using the information which we originally receive from the dealers as
to their anticipated requirements, plus their actual retail deliveries
to customers, plus actual orders received from the dealer, plus cars
that are currently in dealer inventories, and from this information
we can determine what particular models and body types to build for
any certain month's production. Colors, upholstery material, and
options are also kept track of in the same manner.

There are many problems which confront the factory in making pro-
Jections. It is mot the purpose of this paper to examine in detail the
procedures and practices involved in forecasting. J. H. Sloan of the
Chrysler Corporation presented an excellent peper adequately covering
this area to the National Conference of the American Marketing Associ-
ation in Detroit, Michigan, June 20, 1957. The title of the paper wes
"Volume Planning in the Automobile Industry.” The point that is important
here is that in order to provide retail automobile dealers with a vni'iety
of cars 80 that they can maintain a balanced stock, month for month
throughout the model year, factories must make plans well in advanée.

In dealing with the future there is no crystal ball that can be used,

K L
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no magic formula, but neither is it Just a guess. Statistical methods
have been developed by the automobile companies so that the many var-
iables can be considered to arrive at & sound basis for producing the

number and types of cars needed.

-

Problems g{ Volume Planning.

%he term volume planning as used in the automobile industry is
similar to the term forecasting as used in other industries, but is more
inclusive in that it includcs a consideration of future sales together
with the financing and facilities needed to meet the projection. v.:
Mr. J. H. Sloan of the Chrysler Corporation has pointed out that
there are seven problems which the automobile menufacturer must take into
consideration in volume pmnning.l These problems are:
1. Forecasting sales that fluctuate widely from yecar to year.
2. Long lead time required to design, test and produce a new
model.
3. Increasing emphasis on styling. -
4k, Mounting costs of new model development.
5. Increasing number of options and accessories being offerecd.
6. Purchasing procedure whereby commitments fo::; material are
made months in advance.

7. Automobiles cannot be stored in large quantities.

15, m. Sloan, "Volume Planning in the Automobile Industry" (Paper
read at the National Conference of the American Marketing Association,
Detroit, Michigan, June 20, 1957). '
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Let us examine each of these problems in turn and see how each
affects the manufacturing function of the factory and the inventory
function of the retail automobile dealer.

First, sales fluctuate widely from year to year. The automobile

companies must plan their menufacturing in advance. Facilities must be
obtained, materials must be secured, and organizations assembled in order
to produce a specific number of cars. The fluctuation of sales from
year to year is difficult to medict. There is no way to predict
accurately the increase or decrease , not to mention the degree of
fluctuation. It i1s qQquite probable that a change will occur. The
differences year for year in same cases are very great. For example,
in 1955 there was a sales increase over 1954 of 30 per cent. (Figure 8
in the Appendix shows year by year registrations of cars.) How meny
cars should the factory plan to produce next year? How many cars
should the factory plan to produce next year? How many can the

dealer sell next year? This is the problem of forecasting.

Second, unusually long lead time required to design, test, and

produce a mew model. Mr. J. H. Sloen reported in June of 1957 that the

design of the 1958 models had already been "put to bed" and design work
was well along on 1959 and 1960 models. Preliminary design work had
already started on 1961 and 1962 models. ‘

The intensity of the distribution problem would be reduced if the
produce were one which could be easily and quickly changed to the demands

of the buying public.
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Third, increased empli:sis on styling. Autamobiles can be clossed

as a8 type of fashion goods. Each year a new and differcnt styling is
offered to the public. Of course, like other fashion goods, the consuner
does have some distinct preferences with respect to color and design, but
until the product is actually seen these preferences are not crystallized
into specific desires.

The autamobile menufacturer, by means of consumer rescarch, attempts

to anticipate the characteristics of the product that will be most desirable

to the consumer and camits himself to a model year's run with that product..

It is from the offerings of each car manufacturer that the consumers pick
and choose. Whenever a prospect buys a particular make of car, it is a
vote for that product, and the greater the sales, the more pronounced is
the acceptance of that imterpretation of the styling of that product. It
is needless to say that anticipating desirable results even with the use

of the latest techniques of consumer researchis uncertein, and no reasonable

emount of success can be guaranteed in advance.

Fourth, mounting costs of new model development. Engine tooiing

and body dies run into millions of dollars; so when the model is set up
for a year's run, it is not possible to test the market first and then
scrap the dies and start over if not accepted. The model must run its
course.

Mr. J. H. Sloan reports that the Chrysler Corporation spent in

excess of $300,000,000 in developing its present line of cars.
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Since the menufacturer has little or no flexibility in making any
major changes during a model-year run, he must do the best he can during
that year. This lack of flexibility during the yecar also applies to

the retail automobile dealer because he has an exclusive franchise.

Fifth, increasing number of options and accessories being offered.

Not only options and accessories, but also series, models, and colors,
all contribute to camplicating the problem of production and distribution.

Segnentation stratepgy is practiced to a high degree in the auto-
mobile industry according to a recent marketing report by Alderson and
Sessions. This strategy assumes that the ''core" mrkets for a particular
product have been exploited to a polnt where increased efforts yield
diminishing returns, but an equal amount of effort applied to fringe
markets yield‘mch greater returns. Segmentation as defined more
exactly by these market consultants 'consists of converting (for purposes
of analysis) a hetcrogeneous market into a number of smeller hamogenecus
markets, in response to differing product preferences among important
market segments. It is attributable to the desires of consumers or
users for more precise satisfaction of their varying wants."?

The five damestic automobile manufacturers offer at least three
series of cars in different price ranges or series. For example, Chevro-

let in 1957 had the 150, 210 and Bel Air while Ford had the Custom,

2‘.~lroe Alderson and Robert E. Sessions, "Marketing and Manmagement

Counsel Cost and Profit Outlook," June, 1957, Vol. 10, No. ©., Threce
Penn Center Plaza, Fhilacdelphia, Pennsylvania.

re
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Custam 300, Foirlane, and Feirlane 500 series.

Lach series 138 camposed of e number of models such as two-door,
four-door, two-door hardtop, four-door bardtop, convertitle, and station
wagon. N.t all models are offered in each scrics. Usually the hardtops,
convertibles, and station wagons are offered only in the higher priced
series. (Table XL in the Appendix shows the combinations available for
1957.)

In 1957, 235 differcrnt models of cers were mide available by the
five autamobile manufacturers.

Another consideration in trying to satisfy customer wants with
mnufacturers’' offerings is the tremendous number of options from which
a consumer may choose. If all the options, series, models, and colors
offered by one manufacturer were multiplied mathematically, the manu-
facturer could produce over one million cars and never have two the same.
In 1957, from the lowest priced Chevrolet to the highcst, a range of
$2,300 existed. The lowest priced car, of course, was strippec". The
highest priced car included expensive options. Cenerally the lower
price line of cars are offered stripped and the higher price linecs
include options and accessories. Same dealers prefer to offer cars
fully equipped and take off whet is not wanted. Others prefer to offer
the car stripped and add on what is wanted.

In a seller's marxet it was the practice after World War II to
offer cars to the public 'loaded’ with accessories and to take off as
few as possible in meking the sale. In a buyer's market, it is not so

easy to overcame the problem of selecting options and accessories that

custamers prefer.

.3
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The problem of options is a difficult ome for-the fuctory as well
as the dealer because reny options cun be installed only at the tactory--
for exmiplie, Basy Eye glass, automatic or stunderd transmissions, V-C or
8ix cylinder engines and power equipxnt. Cptions such as radio, heater
directional signals, and, in some cases, color and power equipment, to
pame some of the most popular, can be added or tazen awzy from the car
at the dealership. (Table XLI and Figures 9, 10, 11, and 12 in the Appen-
¢ix show current preference trends for options.)

A recent article in Business ‘eek revealed the following;

}Motor Division, says, 'We build for five markets. The five mirkets are:
(1) economy; (2) economy, but something more too; (3) luxury, but modest
performance; (4) performence; (5) high performance plus maximm luwxury."

At one time cars were manufactured as standard, deluxe, and super
deluxe. This is no longer true. licw you aeal either witih “stripped’
models cr you deal with options. Variations aren't limited to engine
and transmission, power gadgets, body styling, and paint. They are
spreading to other mechanical parts, differential, suspension systems,
frames, axles.

Victor G. Raviolo, Assistant Director of Engineering, Ford Motor
Campany, said, “We build standard parts and elemcnts from wkich we

can asscmble a great variety of autamobiles.' » g

Instead of dramatic new "cars of the future" you'll sce moic new
fixtures sneaking into current models as optional equipment. It's
more like buying a prefabricated house. You are ofrered a stundard
lot and foundation; then you choose your floor plan and built-in
equipwent.

That's a long way from the days when Detroit offered even li hts
and bumpers as optiomal extras. But few outside the industry realize
how far it has moved since Henry Ford's model heyday of “any color
as long as it is black.” Today's production strategy is: 'Make
every car sell to the broadest possible mrket. "3

3"0ptional Ixtras: Detroit’'s Way of Making Cars Fit lMany Tastes,”
Business ieek, April o, 1957, p. 1l12.

[ e
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Edward N. Cole, Vice President and General !knager of the Chevrolet "‘






Cixth, purchasing proccdurc whereby commitrents for mterisl are

made months in advance. The automovile is one of the largest and most

complicated products the consumer buys. Time is nceded to rEnulacture
and assemble the thousands of parts needed to produce an automobile.
These perts are not all manufactured by the automobile factorics. For
example, General Motors points out that they depend on over 20,000 sm:ll

suppiiers for parts and accessories.

Severth, cutomobiies cannot be stored in large quentities.

Automobiles, unlike many procducts, cannot be stored in lerge quantities.
The factory builds and ships them to dealers. Dealers, in turn, caanct
store too many cars as they talke up too rmuch roam, and so cers mst be
produced and sold on a continuing basis so &s mot to require too much

s8tcrage space.

From the foresoing range and magnitude of the mejor problens
confronting the factory, and the dezler too, in meking accurate fore-
casts, the problems can be summed up as follows:

1. The automobile menufacturer cttempts to produce sufficient
numbers of cars of the types the dealer will went, no more
and no lcss.

2. The dealer, in turn, orders from the factory autamobiles
he believes his customers will want.

3. Each model year the factory end the dealer must clear out

all cars produced.

o



CIAYTE IV

IERCHANDISE COLMZiOL

This chapter is devoted primmrily to a discussion of' the practices
used by the retall automcbile dealer with respect to inventory control
as revealed by the dealer Questionnmaire. The subject metter is crronged
to show what methods ere used in (1) ordcering stock, (2) determining whet
to buy, (2) obtaining supplementary stock, and (4) cisposing of cxcess
stock.

Interspersed throughout is additional informetion secured in an
attempt to determine the effectiveness of the methods used and to portray
the attitude that dcalers heve with respect to various aspects of inventory

coatrol practices.

Ordering Stock.

In this section the importance of dealers having stocx on hand
and the methods of obtalning it are presented as rcported on the Ques-

tionnaire.

Importance of stock at the retzil outlet. 3Because of the diversity

of cholce that exists in stocking new cars, since the cost of each unit
is so great 1t might be presumed that automobile dealers would not try
to stock cars but would sell from samplcs as much as possible, certainly
the smller cGealers. Such, however, is not the case. The term "Sclling
from sample"” as used here mcans thet a product is shown at the point of
sale to a prospective buyer and when & sale is mede anotiaer unit is

ordered from the factory to fill the ordcer.
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Table VIII shows the nuber end per cent of dealers who stoclk oew

curs.
TAZLE VIII
DISTRIZUTION OF DCAIZRS AT GURIED
4 OTOCK QF NEW C.JiG DURING
T SULLING SAS0nN

Annual Unit Total Number IHuber Who Per Cent Who

Sales of Dealers Stock Cars . Stocx Cors

1 to 1L9 30 30 100.0
150 to 399 31 31 100.0
400 to 749 25 23 100.0
750 and over 27 o7 100.0
Total 115 115 100.0

All dealers, reiardiess of size, kept a stock of autacawobiles on
handi. This indicates that automobile dealers do not sell from sample.
All automobile dealers stock cars even thoush they might not;, have the
exact cars that customers went.

Floor planning or wholesale financing mrxes it possible for &ll
deelers to stock cars without tying up capital in inventory. Althouch
a number of dealers pay cash for cars a8t the time of delivery (a factory
requirement), many avail themselves of the services of finence compenies
and banks who floor plan a desigmated number of cars, depending on the
financial strength of the cdealer. Thus automobile dealers can stock

cars without tying up their working capital.



Of course, the number of cars stocked by éiffercent size dealers
varies from a few cars to severcl hundreds. An idea of the number

stocked by dealers can be gnined from Table IX.

TABLE IX

ATIROGIMATE NUMRIR OF GARS5 CATEIED IV STOCK
BY RETATL AUTOMOLZILE DEALERS

Group I Group II Group III Croun Iv
least 2 10 20 50
Most 33 €3 100 250
Modex 12 24 50 100

*huaber gi'_ren most frequently by the group.

While there may be no great significance attached, it is interesting
to note that the number given most frequently in each group was twice that
of the preceding group.

Demonstrators are used by sare cdealers to supplement their stock
of new cars. Dcmonstrators are cars that salesmen or dealership personnel
use to show to prospective buyers. The cecmonstration ride is considercd
the "backbone of the automobile sale.” Same smaller dealers assizn a
different model car to various responsible employes, and even members
of their families, so that if the occasion arises that a prospect wants
to try out a particular model, it is availablie for demonstration. Den-
onstrators may in a sense be reparded as samples. iHowever, use of samples
agssumcs ordering of stock fram a central source to fill orders. Dcmonstrators

as used in the automobile industry meke it possible for the priespect to

re
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apvyraise the quality of the product in opcrction in the some Elner &g &
samp’e. lowever, 1if a car i_.s ordercd on the basis of the decmonstrution
ride, the order is, in most cases, filled from dealer stock.

Table X shows the number and per cent of dealers who included
demonstrators as part of their new cur stock.
TA3LE X
DISTRIDUTION OF DEALIRS WHO ITICLUDED DEMONOTRATORS

IN TIEIR STOCK FIGUL.E

Annual Unit Total Number Mumber Yho Included Per Cent Who Included

i

Sales of Dealers Demonstrators | Demonstrators ".:-
1 to 149 30 6 20.0
150 to 399 31 8 25.8
Loo to 7h49 2T* 6 22.2
750 and over 27 3 -1
Total 115 23 20.0

*One dealer did not enswer the question. TR

Few dealers included demonstrators. The figures shown in Trble X
indicate that new car stock was regarded as separate from new car den-
onstrators used by salesmen and other dealcrship employes.

A total of only 20.0 per cent of the dealers included demonstrators
as part of their stock figurcs. This may be due to the fact that in sowe
cases salesmen must buy demonstrators and in other cases dealers furnish -

demonstrators. Where dealers provide demonstrators for their salesmen,
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they may be rcgprdéed by the dGealer as part of the new car stock. If sales-

men buy their own demonstrators, they mey not be regmrded as stock and

also, they may Just not think of them as stock in an ordinary sense.
Although all dealers carry a stock of new cars, depending in

number on the volume of sales in the dealership, the question might

arise as to the extent the stock carried enters into the picture of

satisfying custamer demancs. The importance of having stock on hand

is clearly shown in Tuble XI.

TABLE XI
DISTRIBUTION OF DRALFRS WHO DZILIVERED 50 PER CTUT
OR MOFE CARS FiQif STOCK

Number Who Delivered Per Cent Who Delivered
Annual Unit Total Number 50 Per Cent or More 50 Per Cent or lore

Sales of Dealers Cars fram Stock Cars from Stock
1 to 149 30 23 T6.7

150 to 399 31 26 €3.9

Loo to Th9 28 25 £9.3

750 and over 27 26 *%.3

Total 116 100 86.2

It is apparent that most dealers delivered mainly from stock. As
one dealer stated, it would be an ideal situation if a dealer could
deliver 100 per cent from stock, but due to the great variety of choices
the gutomobile companies make available for the customers, it is a task

of great magnitude on the part of the retail automobile deealer to stock

e
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new cars 80 thet the greatest part of his customers' desires can be ful-
filled. A total of 86.2 per cent of the dealers delivered 50 per cent
or more cars fram stock. It can also be seen that the larger dealer
ves in a better position to stock cars for immediate delivery.

Table XII is a different breakdown of the data in Table XI, which
shows what per cent of their new car orders each dealer filled fram
stock. |

How stock is obtained. The most common trade channel used by

automobile manufacturers is to ship directly from assembly areas to
their retail dealers throughout the country. Bome of the larger manu-
facturers have in the pest shipped first to regionmal warehquses and
from these warehouses to retail dealers. Although all manufacturers
meintain regional sales offices, the practice of regional shipping was
found to be too costly to be used extensively. The larger manufacturers
have established assembly areas throughout the country. The prime menu-
facturing of parts and assemblies is done in one or more locations and
the parts are then shipped to the assembly plants. Cars are shipped
from the final assembly plants to the retail dealers in the arca.

When the retail dealer places an order for new passenger cars,
the orders are routed through the zone sales office, to the regional
office, and then to the factory. To expedite delivery copies of the
orders, in some ceses, are sent direct to the shipping point. In order
to understand the method of ordering used generally throughout the
industry, it is necessary first to distinguish two terms cammonly used.

These are ''bulk order" and "individwl order."

It

e



TAZLE XIT

PER CENT OF RETAIL AUTOIIOBILE ORDELS
DELIVERID FROM DLALER STCCK

Number 9{ Dealers Ez Groups

Per Cemt  Crowp I Growp II  Group IIT  Croup IV

o
2
10
15

[
<

25
30
35

Total 30 30%* 27
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*One dealer did not answer the question.
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While policies, procedures, and timing mey vary from company to
campany in actual practice, the systems of the various camenies are
similar. The bulk order is mede out by the dealer in advence of the
month for which tbhe merchandise is needed. To the best of his ability
the dealer projects the number of various units and the number of various
types of options and accessories that he will need for that period. The
bulk order is then sent in to the factory, which uses bulk orders as a
basis for adjusting their projection of stock requirements. (A copy of
a bulk order may be seen in the Appendix in Figure 13.)

Individual orders are, as the name implies, a particular order
for a specific car. The form 18 so decsigned that a particular car,
including all options, accessories, and colors,my be desigmated. (A
copy of an individual order mey be seen in the Appendix in Figure 14.)

With the beginning of the period for which the bulk order was
intended, the dealer may start sending in individual orders to the
factory against his bulk order. The dealer may choose to send in
sufficient individual orders to cover the total number of cars ordercd
in bulk. On the other hand, the dealer may send in individual orders
to cover only a portion of the bulk order, allowing the factory to ship
against the balance of the units on the bulk order at their discretion.
The factory specifies the period of time during the month when individual
orders should be sent in. This period generally is the last ten days of
the previous month and the first half of the current month. Provisions

are made for ordering more or less cara than specified on the bulk order.

v
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Table XIII shows the number and per cent of dealers that ordered

100 per ceot of their stock on an incdividual order basis.

TABLE XIII

DISTRI3ZUTION OF DEAIXRS THUAT OFDERED
100 PER CENT OF THEIR STOCK ON AN
INDIVIDUAL ORDER BASIS

Annual Unit Total Number Number Per Cent
Scles of Declers That Do That Do
1 to 149 30 20 0.7
150 to 399 31 17 5k.8
400 to 749 23 18 4.3
750 and over ot 7 63.0
Total 116 T2 2.1

A total of 62.1 per cent of the deelers ordered 100 per cent of
their stock on an individual order basis.

The mejority of dealers preferred to send in sufficient individual
orders to cover their total bulk order. To present & complete picture
of how dealers order, those who did not cover 100 per cent of their bulk
orders with individual orders must be considered. Data 1s arranged
beldw to show the per cent of bulk orders those declers covered with
individuwal orders:

Per Cent 10 20 25 30 S0 60 75 80 9 95 98 100

Dealers 1 2 2 2 110 2 5 1 6 3 1

Tuble XIV shows how dealers reported in answer to the question, Do

you alweys receive the exact mumber ordered?"
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The survey rcvealed that T¢.7 per cent of the total dealers elmost
always receive the exact number of cars they ordered while 15.9 per cent
received less than they ordered, and only 2.7 per cent reported that they
received more. Conceivably a greater percentage could have reported "less”
because in cases where a particular car line is in great demund, shortages
could exist to a much greater extent.

Table XV shows the results reported by dealers to the question, "Do

you almost always receive the exact cars ordecred with respect to series,

models, colors, and options?”

TAJLE XV

HOW DEALERS FARED ON REGULAR STOCK ORDERS TO FACTORY
WITH REFERENCE TO RECEIVING EXACT CARS ORDERED
IN SERIES, MODELS, COLORS, AND OPTIONS .

Number Who Per Cent Who
Annual Unit Total Number Almost Always Almost Always
Sales gg Dealers Received Exact Received Exact
Cars decred Cars Orderec
1 to 149 30 29 9.7
150 to 399 31 26 £3.9
400 to 749 27+ 26 9.3
750 and over 27 2L 88.9
Total 115 105 91.3

*0One dealer did not answer the question.

A total of 91.3 per cent of the dealers reported that they almost

always received the exact cars ordered.

*r.
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The basic method of ordering stock, together with a report on its
degree of effectiveness, has been presented. Before moving on to another
area, it might be well to consider another associated aspect of securing
stock. In order to end the model year well, it is necessary to begin well.
Information was secured with respect to common practices with reference
to the initial order. Since no sales experience has been established on
the new models, does the factory ship out cars to dealers as they wish,
or may the dealer order his initial stock on the same basis as his regular
stock order? Table XVI shows the number and per cent of dealers that

placed orders for their initial stock.

TABLE XVI

DISTRIBUTION OF DEALERS WHO PLACED ORDEKS
FOR THEIR INITIAL STOCK OF NEW CARS

Annual Unit Total Number Number Who Per Cent Who
Sales of Dealers Flace Orders Place Crders
1 to 149 29% 26 69.7

150 to 399 31 2L 7.4

400 to T49 28 19 67.9

750 and over 27 2k 88.9

Total 115 93 80.9

*One dealer stated that he secured initial stock with purchase of

dealership.

More deealers of the smallest and the largest dealerships place

orders for initial stock than the dealers of the two middle groups. It
can be seen that 80.9 per cemt of the total dealers placed their own



orders for the initial stocii while only 19.1 per cent received initizl
stocs from the factory without having placed a specific order for it.
While a dealer may place an order for his initial stock require-
ments, & question may arise as to his latitude in prefereace selection.
Tkere is a great variety of combinaticns of new pussenger cars from
wnich a dealer mey order. 1In & previous section of this study, it was
pointed out thet a particular menufacturer could produce a jxreat anumber
of cars without duplicatica. lowever, those consideraticns wkich are of
greatest importance in tue selection of an assortment of stock could be
sumarized under the following headings: number of cars, series, models,
colors, and options. Tables XVII, XVIII, XIX, XX, and XXI show the
dealers' variety of choice with respect to various characteristics of

their initial stock orders.

TABLE XVII

DISTRIBUTION OF DEALERS WITH RESPECT TO
CHOICE OF NUMZER OF CARS
ON THE INITIAL SHIFMENT

Annual Unit Total Number Number Who BHave Per Cent Who Huve
Sales of Dealers A Choice A Choice
1 to 149 30 21 70.0

150 to 399 31 25 80.6

LOO to 749 26 16 57.1

750 and over 27 22 81.5

Total 116 Sl 72.4

"o,
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TABLE XVIII

DISTRIBUTION OF DLALERS WITH RESFECT TO
CHOICE OF SERIES IN THE

Annuil Unit Total Number Humber wWho Have Per Cent Who Have
Sales _o_{’_ Dealers A_ Ckoice _A_ Choice
1 to 149 30 21 70.0

150 to 399 31 16 56.1

LOO to T49 o3 13 6.4

750 and over 2% 19 73.1

Total 115 71 61.7

*One dealer did not answer this question.

TASLE XIX

DISTRIBUTION OF DRALERS WITH RESPECT TO
CHOICE OF MODELS IN THE
INTTIAL SHIFTEN

Anmaal Unit Total Number Number Who liave Per Cent Who Have
Sales of Dealers A Choice A Choice
1 to 149 30 21 T70.0

150 to 399 31 , 19 61.3

400 to T49 28 14 50.0

750 and over _20% 18 69.2

Total 115 T2 2.6

*One dealer did not answer this question.

m
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TA3LE XX
DISTTIBUTION OF DEALERS WITH REGPECT TO

CIIOICE OF COLORS IN Tilo
INITIAL SHITMENT

Annual Unit Total Number Number Who Have Per Ccnt Who Have
Sales of Dealers A Choice A Choice
1 to 149 30 o4 0.0

150 to 399 31 20 ol.5

LOO to T49 28 15 53.6

750 and over o6+ 18 €9.2

Total 115 ' ifé €7.0

*One dealer did not answer this question.

TABLE XXI

DISTRIBUTION OF DEALERS WITH RESPECT TO
CHOICE OF OPTIONS IN TIIE
INTTIAL SHIPMELT

Anmaa Unit Total Number Number Who Have Per Cent Who lave
Sales _o_:t: Dealers A Choic_e é Choice
1 to 1149 30 23 76.7

150 to 399 31 21 ' 67.7

400 to 749 27%* 16 59.3

750 and over 26 18 69.2

Total 114 70 63.4

*One dealer did not answer this question.
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Again it wus apperent that the dealers of the smllest and the largest
dealerships had greater choice in their initial orders, in this case with
regspect to various choices which made up the order. The dealers in the
third group appeared to have less choice in their initial orders than
any other group.

The greatest choice was "number shipped” with a high of 72.4 per
cent. The choice of "series" was lowest with €1.7 per cent followed
closely by choice of "models" at 62.6 per cent. Dealers had greater

choice of color and options on their initial orders for new models.

Determining What to Buy.

The retail automobile dealer, as other retail merchants, endeavors
to keep his stock balanced with the rate of sale. The methods autamobile
dealers employ to accomplish this were investigated and are discussed in

the following section.

Buylng to meet customer wants. The following qQuotation on the neces-

sity and importance of effective merchandise control is taken from a widely

read retailing textbook.

In both small and large retail stores, effective methods of merchandise
control must be adopted to insure, among other things, the prompt re-orcer

of merchandise that is selling, to prevent the re-order of goods that are

not selling, and to minimize the investment in merchandise consistent with

the satisfactory fulfillment of customers' wants. The accoamplishment of
these objectives is no easy matter.l

lpelbert J. Duncan and Charles F. Phillips, "Merchandise Control,"
Retailing Principles and Methods, Chapter XII, p. 310.

e
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Table ¥XII shows the methods dealers reported using to keep their
stock balanced with the rate of sale. (A detailed breakdown of this data

appears in Table XLII in the Appendix.)

TAZLE XXIIX

HOW DEALIRS RANKED MLDTHODS
OF INVINTORY CONTZOL

Grou
Method Group I  Croup II Croup IIT  Group IV IQ&QE

Your own experience 1st 1st 1st 2nd 1st
Your own stock control

system 2nd 2nd 2nd 1st 2nd
Factory representative

assistance 3rd 3rd Lth 3rd 3rd

Factory stock control Lth Lth 3rd bth  Uth

Most automobile dealers relied on their own experience to replenish
stock. Their own stock control systems were the next most common method
of usage. Assistance of the factory representative was reported third
while use of factory control system was ranked fourth.

The question may arise as to why factory control systems are not

used to any great extent. A number of answers may be made to this questicn.

First, small dealers do not need a detailed control system to keep

stock in balance. Quoting again from a basic retailing text:

Although stock control is needed in stores of all sizes, the methods
employed to attain this goal differ widely. In small stores the desired
relationship between stocks and sales is sought through close and constant
supervision by the proprietor, who studies his records and inspects his

stock at various periods. As stores grow in size, however, and as the
assortments of merchandise they handle become greater, the meintensnce

e,
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of & balanced relationship between stocks and sales vecanes increasingly
difficult. Consequently, person2l inspecticn becomes less practicavle;
and morc¢ written merchanaise records of various types are required us
aids to the Jjudgment of the bgyer. These records constitutce an importent
phase of merchendise control.-
Second, not all menufacturcrs make stock control plans available to
their dealers. Of the thrce manufacturcrs who answered in reply to the
question, "Do you make a new car stock control plan avcilable to your

dealers?", one reported that they did make a stock control plan eveilable
while two reported that they did not.

Third, while a stock control plon as such mey not be macde available
for dealers, other means of assistance in ordering rmy be offcred. In
answer to the qucstion, "What assistance do you give dealers in ordering

new cars?“,'mlnufacturers mede the following replies:

Company A:

Our fileld men contact dealers personally and assist them in fore-
casting their needs.

Campany B:

District sales representatives periodically contact the dealer and
counsel with him on all phases of the ordering procedure and aid tue
dealer in completing individual specifications.

Caapany C:

Our wholesale men counsel with the dealer when he makes his monthly
projection.

Autamobile manufacturers have widespread field organizations. The
nation is divided into regions, and the regions further broken down into

zones. Factory representatives at the zome level call on dealers in the

area to assist tuem with various operationil problems.

21pid.
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Cuides for ordering. It was reported previously that the retail
automobile dealers must anticipate their stock requirements for future
periods on their monthiy dbulk orders The guldes dealers uce to enuble
them to do this were determined by means of the survey and are presented

below. These puldes are ranked in thelr order of importance in Table
[

KXIII. (A detailcd breakéown of this cata anpears in Table XLIII in the

Appendix. )
TADLE £XIII
HOW DLALETS RAITTED GUIDES
FOr ORDELING
Guddes Group I Group II Croup III Group IV Group Totel
Last month's salcs 1st Znd 1st lst lct
This year's sales 2nd lst 2nd 2nd 2nd
last ten days' sales Ltk Ln 3rd 3rd 3rd
Last ycar's sales 3rd 3rd Lth Lth Lth

The returns ran quite close for all cctegories. There wes no
perticular favorite. This would indicate that no general system for
ordering is in current usc.

One mnufacturer mekes available to its dealers a control system
in which it is suggested that the dealer record montnly sales for eleven
months of a model year. It is pointed out thet these fijurces would be
of great wvulue in helping the dealer to project his future months'

requirements on the bulk order.

'l
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From inquiries mode to dezlers and manufacturers it appears that
all manufacturers co not mke new car stocit control programs available
faor their dealers. These sime menufacturers provide their dealers with
comprehensive parts control systcms. t would scem that provisions
would be rmade to male available for dealers equally good new passenger

car stock control programs.

Frequency of ordering. Tinally, in order to complete the picture

of stock control, the followinz question was asiked: '"How often do you
plece a regular stock order for cars--deily, weekly, tea doys, monthly?"

Teble XXIV shows the ordering periods renked in order of use.

By far the greatest mumber of dealers placed regulur monthly
orders for new pessenger automobiles. Sixty-seven or 57.0 per cent of
all dealers contacted placed monthly orders. The second most cammon
ordering period was the "ten-day" period followed closely by the "weekly"
ordering period. The percentape of responses was 17.2 per cent and
16.4 per cent respectively. The least common ordering period reported
was "daily" with a 3.4 per cent occurrence.

Although in each group the great majority of dealers placed
monthly orders, and in each group an extremely small proportion of
dealers place dally orders, no pattern is apparent in each group with
respect to the number placlng orders on;a ten-day or weekly basis.
Three or 2.6 per cent of the dealers reported that they ordered cars
"when needed." Two or 1.7 per cent of the dealers reported that they
ordered cars "semi monthly,"-while one dealer or .9 per cent reported

that he ordered cars'anytime."
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In light of the previous explanation of bulk orders and individual

orders, it may be that this question might have been misinterpreted by

some of the dealers. Reference should have been made to bulk order or

individual order.

Effectivencss of stock control. There are rany choices thot a

wprospect must make in selecting a car, and though he may compromise on

some, still on others he will stand fast. An attempt wcs made to find

out how many deals dezlers lose because they do not have the right car

in stock. The replies to the question, "About how many deals did you

lose last year because you did not have the right car in stock?” are

sumierized in Table X(V.

TABLE XXV

ITRMEER OF DEALS LOST LAST YEAR

Groug I Group ll Groug III Group IZ

Least 0
Most 50
Mode* L

p 0 o]
50 100 100
10 15 10

*IJumber given most frequently by the group.

N

This qQuestion was a difficult one to answer because it would not be

possible for a dealer to keep an accurate record of deals lost. Returned

deposits for inability to deliver a car in time would be very tangible

evidence of lost decals.

The answers as shown reflect the dealers'






Judgment with respect to what they consider a lost deal whether a deposit
was made or not.

It mizht be that even though the car was in stock, the customer
would not buy it or perhaps could not buy it because of lack of credit,
insufficient down payment, or various other reasons.

The mode indicates that in most dealers' Jjudgment they are not
losing many deals becaise they did not have the right car in stock.

Table XXVI shows the most common reasons for not being able to
deliver a car from stock. (A detailed breakdown of this data appears

in Table XLIV in the Appendix.)
TABLE XXVI

HOW DEALERS RANKIZD REASONS FOR NOT BEING ABLE
TO DELIVER CARS FROM STOCK

Group I Group IT Group IIT Group IV Group Total

Colors 1st 1st 1st 1st lst
Options 3rd 2nd 2nd 2nd 2nd
Models 2nd 3rd 3rd 3rd 3rd
Series Lith Lth lith Lth Lth

Dealers were asked to show order of importance by numbering. It can
be seen that color was ;judged the most trouble by all groups.

Changing the color of a car at the dealership is possible and could
be practical from & cost stcndpoint depending on the profit possibilities

in the deal. It would seem that the choice which could most easily be

e
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changed at the dealership should not be the number one cause of not being
able to cdeliver a car fram stock.

Obtaining Supplementery Stock.

Locating stock needed. If a dealer does not have the particular car

in stock the customer wants, then the dealer has a choice of (1) trying to
get the prospect to take the one that cames closest to filling his require-
ments or (2) trying to get the prospect to wait until he can secure one.

Deals may be lost to competition if the dealer cannot deliver from
stock immediately.

If the dealer does not have the porticular car in stock that a
customer wants and the customer is willing to place his order and weit for
it, to whom does the dealer turn to get bne as soon as possible?

Table XXVII shows the methods ranked in order of most common usage
that dealers use to locate needed cars. (A detailed breakdown of tais

data appears in Table XLV in the Appendix.)

TAZLE YXVII

HOW DRALERS RANKED METHODS FOR
LOCATING CARS NEEDED

Methods Group I Group II Group III Croup IV Group Total
Contact other
dealers 2nd 1st 1st 1st 1st
Contact factory
representative 1st 2nd © 3rd 2nd 2nd
Contact factory 3rd 2nd 2nd - 3rd 3rd

Contact car locating .
service Lth Lth Lth Lth Lth

e,

—
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It can be seen that most decalers preferred to contact other dealers

first when they were trying to locate a perticular car. The Group I dealers

preferred to contact the factory representative. It may be that the smaller

dealers in less populated areas did not bave meny dealers near by to assist
them whereas the larger decalers in more populated areas found it more con-
venient to contact dealers that were close by.

Car locating service wes fourth choice., This is a service which
dealers mey call when in need of a particular car. Each dealer sends in
current lists of cars to a central location. When a dealer calls, he is
notified which dealers have the required caer. The dealer pays a small
fec for the service and saves time and expense of making long distance
"calls to find the car he wants.

When a dealer bhas a firm order for a new car but does not have that
car 1n stock, it has been scen that he tried to obtain this cer from other
dealers. Failing to do this, his second choice was to see if the factory
" representative or the factory could locate one for him.

In emswer to the question, '"What provisions do you meke to transfer
cars from dealers who have them to dealers that need them?”, thrce menu-
facturers replied as follows:

Compeny A:

We invite the dealer to contact our zone office for information on
cars in the stocks of other dealers.

Company B:

None. However, district offices essist dealers in locating particular

cars required for immediate delivery.
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Company C:

We offer to re-purchase from owning dealer and re-sell if dealcer is
agreeable. We also assist dealer in locating cars at other dealers,
but cannot force dealer to sell to other dealer against his wishes.

In this section one finel question was asked with reference to
factory assistance: 'Does the factory give you sufficient help in
locating cars you need?”

Table XXVIIXIshows the number and per cent of affirmative and nega-
tive replies to this question.

A totel of eighty-three of 116, or 71.5 per cent of the deal.wrs
reported that the factories did give them sufficient help in locating
cars needed, Twenty-four or 20.7 per cent reported that they did not
receive sufficient help, while nine or 7.8 per cent did not answer the
question. The number and per cent of dealers who did not answer this
question is shown because it was thought this type of question might be
avoided. A greater percentage, 83.3 per cent of Group I dealers answered
affirmatively to this question, while the smellest percentege, 54.8 per '%
cent, occurred in'Group II dealers. No explanation is readily apparent
for this occurrence.

Group III and Group 1V dealers reported on this qQuestion in
approximately the same proportion. The totals were 75.0 per cent, and
7h.1 per cent respectively in the affirmative. Four dealers ia Group II
or 12.9 per cent did not answer this question, while only two dealers in
Group I and two in Croup IITI failed to do so. Only one dealer in Group IV
did not answer the question. Agein there.is no explcnation of why more

Group IT dealers did not answer the question.
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Special order procedure. Specilal order is used here 1ln the scnse

that a custaoner would place an order with the dealer and wait for the
éealer to procure the car. If tie specific car cannct be located, then
an order must be placed for the car. If the plant is in production of
that particular series at the time, then immediate delivery to the ceuler
can be cssured. A dealer is not always tnat fortunate. To (et a view

of how well the factory serves the dealer on speciul orders, the follow-
ing question was esked: 'Do you et cars on speciul order from the
factory in time to complete the dezl? licst cf the time? Sometimes?

Seldam?

Table YXIX shows the dealers' response to this gquesticn.

A total of 100 or 8G.2 per cent of the dealers reported that they
recelved speclal orders from the factory in time to mexe the deal. Twelve
or 10.3 per cent reported that they received cars from the factory 'somc-
times” in time to close the deal, and four or 3.5 per cent reported that
they "seldom” received cars from the factory in time to close the deal.
Group II and Group III dealers reported greater success under this
category than Group I and Group IV dealers. Group I dealers reportcd
the lowest incidence of success. The proportionate breakdown by group
was as follows: Group I, 0.0 per cent; Group II, 90.3 per cent; Croup
III, 69.3 per cent; and Group IV, 85.2 per cent. The smallest dealers
showed the lowest percentage. This was probably due to the fact that

they use special order procedures more often than larger dealers.
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It is of interest to note the nwiber of days required to get a car
on & special order basis. Table XXX shows the length of time required to

receive special orders as reported by the dcalers.

TABLE XXX

II3ER OF DAYS REQUIRED TO SECURE SYECIAL ORDEKRS

Group I Group II Group III Croup IV Groun Totel
least 8 10 10 10 o
Most Ls 60 L5 40 60
Mode 21 20 21 20 20.5

It takes generally about a 20 to 21 day wait for a custamer if an

order for a car is placed with the factory.

The manufacturers were asked & similar question: '"Generally, how

long does it take to fill a specisal order for a dealer?"

Their replies are listed below:

Company A:

Twenty-one days.

Company B:

Varies, depending on model and speéifications. Assuning '"special”
refers to standard and optional equipment and accessories, epproxi-
mately ten days.

Compeny C:

This time would depend on what special feature is desired. We
require approximately two weeks for regular production orders.
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It can be seen that the automobile companies do a relatively good
Job of getting the cars needed into the dealers' hands in time to close

deals.

Disposing of Excess Stock.

The measures taken by dealers to secure needed stock have been
presented. On the other end of the scale it becomes necessary &t times
for a dealer to dispose of excess stock in order to keep his stock in
balance. The term, excess stock, is used to indicate stock that is cither
slow-moving or more than a normel amownt of fast moving merchandise. The
normal supply of new passenger automobllcs as recommended by a particuler
manufacturer is a fifteen to thirty day supply. Since the autamobile is
a large stock unit, some dealers stock less than the recommended days'
supply because of space limitations. As in other businesses, demand may
be heavy for a particular model, series, color, or optlon at the beginning
of the season and then for no apparent reason change abruptly to other
types. Thus a dealer in one area could have an excessive supply of cars
of a particular type and a dealer in another area could be in need of
that particular type. In retailing marking down the merchandise is a
comnon method of disposing of excess stock.

Table XXXI shows the methods used by retail automobile dealers
to dispose of excess stock. These methods are ranked in order of usage.
(A detailed breakdown of this data appears in Table XLVI in the Appen-

dix.)






TABLE XXXI

HOW DEALERS RAIKED METHODS FOX
DIGYOSING OF DEXCiiGS STOCK

Methods Croup I Group IT  Croup IIT Croup IV GCroup Total
Overallowance 1st 1st lst 2nd 1st
Bonus to salesmen &nd 2ncd 2nd 1st 2nd
Other dealers 3rd 3rd 3rd 3rd 3rad
Factory help Lth Lth Lkth Lth Lth

" The most common method reported of moving slow stock was by means
of making o erallowance on deals, followed closely by giving bonuses to
salesmen. The least used method wes esking for factory help.

Manufacturers were asked the following question on the same subject:

"What assistance do you give dealers in disposing of excess stock?”

Their replics were as follows:

Company A:

Special plans which vary with circumstances.

Company B:

By sales incentive programs, promotional meterials, etc.

Campany C. |

Re-purchase offer is available. Sales contests with bonuses for
meking quotas. Liquidate through other dealers who may be short of
cars.

The assistance given in this area varies with each factory. It is

of concern to the factory as well as the dealer when excessive numbers of

old models are in the dealer's hands; so this problem is given attention
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depending on the extent and gravity of the condition.

\' Initial order excess stock. One area which may give the dealer

unusual difficulty is disposing of his initial order since the stock
was either shipped out from the factory without an order from him or,
if he placed the order, he did so without having previous knowledge of
this acceptance of the new model by the public. Taeble XXXII shows the
number and per cent of dealers who reported difficulty in disposing of

their initial stock of cars.

TABLE XXXTI

DISTRIBUTION OF DBEALERS WHO USUALLY HAVE DIFFICULTY
IN SELLING THE INITIAL SHIPMENT

Number Who Per Cent Who
Annual Unit Total Number Have Have
Sales gz’Dealers Difficulty Difficulty
1 to 149 30 9 30.0
150 to 399 31 7 22.6
40O to T49 28 7 25.0
750 and over 27 6 22.2
Total 116 29 25.0

It must be kept in mind that "difficulty" as used in the question
might mean one car or many. It is each dealer's own interpretation that
is reflected in the answers.

Nine of thirty, or 30.0 per cent of Group I dealers reported

difficulty in moving their initial order of new passenger cars.

65
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TABLE XXXIII
PER CEIT OF INITIAL ORDERS

DEALERS HAD DIFFICULTY
IN MOVILG

Number of Dealers by Groups

Group I Group IT Group IIT Group IV  Group Total

Per Cent
2 1 ) 1
> 2 1 3
10 1 1l 3 . p)
15 1 1
20 1 2 1 L
25 2 2 2 6
33 1 1
Lo 1 1 2
45 1 1
15 1 1
Miscellaneous
Answers
lor 2 cars 2 2
8 or 10 cars 1 1
No answer __ 1 _ _ 1
Total 9 1 7 6 29

NOTE: Only 29 of 114 reported difficulty. The results include

only answers given by the 29.

- 1:.'.' -
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Seven of thirty-one, or 22.0 per cent of Group II dealers reported Giffi-
culty. Seven of twenty-cight, or 25.0 per cent of Group III dealers and
six of twenty-seven or 22.2 per cent of Group IV dealcrs also reported
aifficulty in moving their initial stock of cars.

The data shown on Tuble XXIII is the same thet wes used for
Table XXII; however, the data is rcarranged so that a more camplete
picture mmy be presented. Of the twenty-nine dealers that reported having
difficulty in moving their initial shipment, twenty had difficulty in
moving at least 25.0 per cent of the stock while nine had difficulty
in moving over 25.0 per cent of their initial stock.

One car that is difficult to move in a smll dealership may crecte
a greater problem than a.number of cars in a larger dcalership. However,
any businessman that stocks products for sale, perticularly new products,
at times experiences difficulty in moving them. It would seem that the
overall problem of selling out the initial order is not & greet one for

most autamobile dcalers.

-+ End of model year excess stock. Another area of even greater

importance than the beginning of the model ycar in the retail automobile
dealers' merchandise control picture is disposing of excess stock at the
end of the model year. While no retail dealer would wish to have an
excessive supply of merchandise &t any time, the survey rgvealed that
all retail autaomobile dealers do not consider it good business to sell
completely out of stock by the end of the model year. Tuble XXXXIV shows
the number and per cent of dealers' attitudes on clearing out of stock

at the end of the model year.
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It can be seen that the mBjority of dealers preferred to sell out
their old stock before the new models arrived. VWhen asked why, the most
comxnon reply was, "To concentrate on new models.” The second most popular
answer was, "Can make more money on new models," and the third was, "last
year's model is one year old."

A surprisingly large percentage preferred to carry same old models
over. The most common reasons of the many given were: First, "Better
deals with more profit made on old models carried over.”’ Second, '"There
are alweys some customers that prefer the old models after sceing the
new.”" Third, "Because of the rising prices on new models, old models
can be sold more easily."

Even thouzh a dealer might consider it good policy to .sell out of
stock completely at the end of the model year, it may be that he was
unable to do so. On the other hand, a dealer might prefer to carry same
stock over into the next model year but sold out of stock in advance
and was unable to secure more of the types he desired. The survey re-
vealed that most dealers usually clear out stock é.t the end of the model
year. Table XXXV shows the number and per cent of dealers who do.

There may be an explanmation for the reason why the Group I dealers
rank highest; being small, they are careful not to overstock. There is
no apparent explanation of why the Group II dealers rank lowest. Over
75 per cent of all dealers usually clear out their old stock at the
end of the model year, thus eliminating the chance for any problem in

this area.
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TABLE 225GV

DISTRISUTION OF DDALERS WHO USUALLY CLEARID OUT THEIR STOCK
AT THE EID OF THE MODLL YEAR

Number Who Per Cent Who

Annual Unit Total Number Clear Out Clear Out

Sales of Dealers Their Stock Theilr Stock

1 to 149 30 o7 90.0
150 to 399 31 20 th.5
LoO to T7h9 28 22 76.6
750 and over 27 20 Th.1
Total 116 &9 76.7 I

Dealers were questioned concerning their usual past performence
in selling out of stock at the end of the model year. Table XXXIV shows

that 59.5 per cent of the dealers thought it best to sell out of stock

at the end of the mocdel yetr. In actual pest performance as shown 6n

Teble XXXV, 76.7 per cent of the dealers reported that they usually

- -—
3 »-

sold out of stock at the end of the model year.

In order to get a better idea of actual performence at this
critical period of the model year, dealers were asked: 'What per cent
of stock did you carry over to the new model year last year (1956-1957)2"
Table XXXVI shows the dealer response to this question. varying percentaics
of total new passenger cer stock carried over is shown together with the
number and per cent of dealers who carried over those amounts. These

percentages are of total new passenger car stock for the year.
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2
At the end of the 1950 model year, 4(.2 per cent of the rctail auto-

mobile dealers reported that they had sold out completely before the new

models came out. Another 12.3 per cent carried over cnly 1 per cent of

stock while a total of 82.2 per cent had carried over less thzn 5 per

cent of stock. The largest dealers scored lowest.
In the event that deaslers do have an excessive supply of cars at

the end of the model year, then steps must be taken to dispose of this

stock so that the dealer will bein a good position to handle the new

model. Table XXXVII shows the methods employed by dealers to dispose of

excess stock at this period of the model year. (A detailed breakdown of [.;g

this data appears in Table XLVII in the Appendix.)

TABLE XXVII

HOW DEALERS RANIED MLTHOGDS OF MOVING EXCESS STOCK : ;
AT END OF MODEL YEAR '

Methocs Group I Group II Group ITI Group IV Group Total i

j

Overallowance 1st 1st 1st 1st lst Ll
Heavier advertising 2nd 2nd 2nd 2nd 2nd
Bonus to salesmen 3rd 3rd 3rd 3rd 3rd
Factory help Lth Lth Lth Lth Lth

The survey revealed that the most poruler method used was mking
overallowances on deals. The second was increased advertising; third,
bonus to salesmen; and fourth, factory help.

The foregoing shows the most popular methods of moving an excessive

supply of new cars at the end of the model year. 1In addition to the
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effort of the dealer in moving an excessive supply of cars, all automobile
mnufacturers now allow an additional discount (of 4 per cent or 5 per ccnt)
on all old models carried over into the new model yea.r.3 This helps the

dealer's prof'it picture in disposing of his old models.

3'Dealer Contracts , Factory Conceasions,”" Automotive HNews,
April 29, 1957, p. 1.

I*

[






CHAPTER V

SUITARY AID CONCLUSIONS

This final chapter consists of a summrization of the findings,
conclusions, and recommendations of this survey. Areas which would
meke interesting subjects for further research are suggested.

The obJective of this thesis was to conduct an exploratory investi-
gation of the current inventory practices of retail automobile dealers in
order to gain a better understanding of their inventory practices and
problems. An effort waa made also to determine the effectiveness of
some of these practices.

In Chapter I, Introduction, the background of the subject area
wvas presented. The points of greatest interest and importance expressed
were that the autamobile industry is a relatively young industry, being
a little over fifty years old. Its rate of growth has been exceedingly
rapid. The total unit registration fifty years ago was only 150,000
units compared to a total registration in 1957 of nearly €6,000,000
units. Credit for this amazing growth can be attributed not only to
methods of production, but also to methods of distribution.

In the next phase of the Introduction, the problem was formulated
and expressed as it appears at the beginning of this chapter. The
limitations of thé study were then pointed out. It was noted because
of the small size of the dealer survey, only .2925 per cent of total
dealers, the findiﬁés anl conclusions should be considered as tentative

rather than final.
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The mcthodology procedure wuas reported. Iaformetion on the survey
subJect from secondory sources was extreumely limited. Thercfore, desired
informmtion was sccurced by two basic methods: Intervicws were conducted
with fuoctory men and dealers, and questionnaires were developed and mailed
to car manufacturcrs and a sclected number of retall auvtomobile declers.
The questionmalrces meiled to the mnufucturcrs differed from those sent
to dealers. The data securcd from these sources were then analyzed aad
organized for prescntation.

The pottern of prescntation was sct up in this order: Charter I,
Introduction; Chapter II, Characteristics of Fespondents; Chapter III,
Resources; Chepter IV, Merchandise Control; and Chapter V, Conclusions.

A glossary of terms used in this thesis and commonly used in the auto-
mobile industry was included in the Introduction.

Chapter II, Characteristics of Respondents, was divided into two
min areas, factory participation and dealer particlipetion.

The pertinent polnts with respect to factory participetion were
then reported. These points are sumnerized below. There were twenty
different mkes of cars on the mrizet in 1957 offered by the five auto-
mobile manufacturcrs, American llotors Corporation, Chrysler Corporation,
Ford Motor Campany, General Motors Corporation, and Studebakcer-Packard
Corporation. The twenty makes of cars were mnufactured by various
divisions of each menufacturer. The smeller mnufacturers were not
organized in divisions. Same divisions manufacture more than one make
of car. Thus qucstionnaires were maiiled to the sales mmnager, distri-

bution executive, or mrketing director of only fourteen different
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manufacturers. Ieplies of verious types were received from eight monu-
facturers. It was hoped that the information gathered from this source
would be more ample and camplete, but that which was rcceived was uscful.

The dealer questionnaire required more cttention since a scmple
was used of total retail dealers of various size, selling twenty
makes of cars and located throughout the United States.

There was a total of 39,543 retail automobile dealers opercting
in the United States as of February, 1957. This figure does not include
exclusive import dealers, and dual dealers are counted only once. Ques-
tionnaires were mailed to 291. There were 116 returns so that the per-
centage of returns was 40 per cent and the sample size percentoge was
?2926 per cent.

The sample selected was rcpresentative with respect to the five
automobile manufacturing companies and geographically. .Returns propor-
tionmate to 1956 passenger car registrations by company and to 1956
pagsenger car registrations by territory were received. Tables III and
IV in Cbhapter II show the number and per cent of questionnaire returns
to registration figures. Total dealers were divided into four groups
according to size. Reglstration figures for 1956 were used. Croup I
dealers registered 1 to 149 cars; Group II, 150 to 399; Group III, 40O
to 749; and Group IV, 750 and over. It was desired to secure an equcl
nunber of returns from each group size. Table VI in Chapter II shows
the number and per cent of returns from the questionnnire by group size.
Table VII in Chapter II shows the breakdown of the sample according to

car mnufacturing company and group size.
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In order to gain a better understanding of the retail autamcbile
dealers' practices and problems, some knowledge of the relationship of
dealer to manufacturer was considered necessary; so Chapter III, Resourccs,
was devoted to pertinent information concerning this relationship. The
first part of this chapter deals with the distribution organization, and
the second part is a presentation of the problems the manufacturer is
confronted with in inventory control practices. The exclusive franchise
dealer method of distribution was the method used by all car manufacturers
for the marketing of new passenger cars. A dealer could have franchises
for several makes of cars. Each dealer then can look only to the mnu-
facturer he represents as a source of supply. Each dealer must take the
product manufactured by the company he represents and do the best he can
with it for the model year regardless of its degree of acceptance by
prospective customers.

With respect to inventory practices, the factory questionnaire
revealed that one of the four manufacturers that replied to the particular
question assembled cars in advance of dealer orders. One menufacturer
stated that it produced 10 per ceant of its stock in advance.

It was reported by the manufacturers that systematic and compre-
hensive statistical means are used to project the total number of cars
to be built for the next model year. Past records, surveys, and trends
are used to break doﬁn the total number of projected cars into types by
series, models, options, and colors. Past performance records are used
to determine potential demand of individual dealers. Current records

of registrations are kept to adjust projections to actual conditions.
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In order to produce a sufficient number of cars for a modcl year,
a great deal of advance planning must be done with respect to facilities,
meterials, and organization. This is called volume planning. No crystal
ball can be used to foretell the future nor can production be based on
a guess. Statistical methods have been developed by autamobile manu-
facturers to assist in making sound forecasts. The problems which are
pecullar to forecasting in the automobile industry were discussed in a
presentation by Mr. J. H. Sloan! of the Chrysler Corporation. They are
sumarized below:
1. New paséengexj car sales fluctuate widely from year to yeer.
2. A long lead time is required to design, test, and produce
a new model.
3. There is an increasing emphasis on styling.
4. -Costs of new model development are mounting.
5. There is an increasing number of options and accessories.
6. Purchasing procedure requires that commitments be made
months in advance.
7. Automobiles cannot be stored in large quantities.
The seven items listed above constitute the major problems that
confroot the autaomobile manufacturer in volume planning.
The manufacturer attempts to build a sufficient number and types

of cars to satisfy dealer requirements, no more, no less. The dealer

lJ. H. Sloan, "Volume Planning in the Automobile Industry" (peper

read at the National Conference of the American Marketing Association,
Detroit, Michigan, June 20, 1957).
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working from the other end must order from the factory those cars which he
believes his customers will want. Each model year both the factory and
the dealer must clear out of all stock for that year.

Most of the information presentea in Chapter IV, Merchandise Control,
was obtained from the data gathered fram the dealer questionnaires. Some
information-waa obtained from the factory questionnaire. Chapter IV wes
divided into four areas. These were: (1) obtaining stock, (2) determining
what to buy, (3) obtaining supplementary stock, end (4) disposing of excess

stock.

; L
Obtaining ‘fio‘s_l_(.. :1§ f(

With respect to ordering stock, the survey revealed that all reteil
automobile dealers, regﬁrdless of size, carry a stock of cars during the
selling season. Using the mode, the number which occurs most often, it
was found that Group I dealers stock 12 cars, Group II dealers stock 2,
Group III dealers stock 50, and Group IV dealers stocklOO cars. Each !

group doubled the stock carried by the next lower group.

i iR

While demonstrators can be used to supplement stock on hand, it
was found that only 20 per cent of the dealers reporting included demon-
strators as part of stock. Although dealers mry not consider demonstrators
asApart of new car stogk, in actual practice if a prospect desired a
particular demonstrator, it could be purchased. Some smaller dealers
in order to increase their variety of stock assign different types of
cars to each of their key employes so that they will have on hand and

be able to show the particular type in which the prospect is interested. ‘
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The survey revealed that stock carried on hand is of great importance
in satisfying customer demands. The larger the dealership, the larger the
per cent of ncw cars delivered fram stock. A total of 76.6 per cent of
Group I decalers deliver 50 per cent or more of their orders from stock
whereas .3 per cent of the Group IV dealers deliver 50 per cent or more
of their orders from stock. In total, 8G.2 per cent of the dealers deliver
50 per cent or more of their orders from stock.

The retail automobile dealer, regardless of the multiplicity of
choice in types of cars, regardless of their high initial cost and large
unit size, delivers merchandise from stock at the time the sale is made.
He does not sell from sample but plans to deliver orders from stock at
the point of sale.

It was found that it is gencral practice for dealers to place bulk
orders monthly, in advance of the period for which the stock 1s needed.
The bulk order specifies the total number and types of cars neceded. The
manufacturers use the bulk order to adjust their projections for the
particular inventory period. The factory may ship at their discretion
the difference between the total ordered on the bulk order and the total
ordered on individual orders, if any. Then immediately preceding and
during the first part of the inventory period individuel orders are sent
in by the dealer to apply against his bulk order. The dealer may order
a specific car for each of the total number ordered on the bulk order.

It was revealed that 62.1 per cent of the dealers place individual
orders against 100 per cent of the total bulk order while 37.9 per cent

of the dealers do not send in individual orders in a number sufficient
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to cover the total bulk order cntirely although they could if they chose
to. Thus the retail automobile dealer may stock the number and types of
cars he considers best for his operation.

Several questions were asked in order to determine the degree of
success that dealers experience in securing the number and types of cars
ordered.

The answers to these questions revealed that with respect to the
number of cars shipped 70.7 per cent of the total dealers reported that
they "elmost always' received the exact number ordered. A total of 15.9
per cent reported they received less, and 2.7 per cent reported they
received more. Conceivably the percentage reporting "less" could be
greater, especially if a particular model were in great demand.

The survey further revealed that 91.3 per cent of the dealers
"almost always" received the exact cars they ordered with respect to
color, series, models, and options.

If compareble information were available, it would be of interest
to compare the degree of success experiex;ced by retail automobile dealers
with other types of retail merchants in obtaining merchandise from
suppliers.

Special consideration was given to how dealers secure their initial
shipment of stock since no history of past sales can be used to determine
stock requirements. It was found that £0.9 per cent of the total dealers
place orders for their initial shipment of cars for the new model year

and that 65.4 per cent of the totel dealers can make choices on this

shipment with respect to mumber shipped, series, models, colors and options.
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Determining What to Buy.

The most common methods of stock céntrol , listed in thelr order of
reported use, are: (1) own experience, (2) own stock control system, (3)
factory representative assistance, and (4) factory stock control system.

Some of the dealers were ermll so that no comprehensive stock
control plan would be needed for adequate stock control. The dealer
would be able to keep track of individual transactions and thus be able
to order needed stock properly. As a business becomes larger, it is
difficult for one individual to keep track of all transactions; so some
system must be devised to keep track of them. Inquiry revealed that
not all manufacturers make inventory control systems ‘availa.ble to their
dealers. Perhaps in the past when it was necessary to keep track only
of units, series, and models, no system or a very elementary one was
needed for inventory control purposes. It would seem that because of
the cwrrent nature of the product (the multiplicity in choice of types),
even though they make thelr factory representatives available to the
dealer to assist in ordering, the manufacturers should also provide a
new pessenger car inventory control system.

Past sales is one of the important guides for ordering. Sone
periods of past sales could be more indicative than others. When
dealers were questioned as to which period of past sales was of greatest
importance to them in forecasting future requirements, the returns
tallied as follows: first, last month's sales; sccond, this year's

sales; third, last ten days' sales; and fourth, last year's sales.
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There was no great differcnce among these four choices. It would seem that
some uniform basis for ordering new passenger cars should be established.
If one exists, then it can only be concluded that the dealers are not
aware of it.

The survey further disclosed that 57.8 per cent of the dcalers
place regular orders monthly, 17.2 per cent every ten days, 15.4 per cent
order weekly, and 3.4 per cent order daily.

It was pointed out by one large dealer that regardless of the
ordering period it was necessary for him to keep track of his stock daily
80 that he would be in a position to order stock properly, especially so
since the market is a competitive one meking it necessary to have the
right car in stock so that a deal can be finalized on the spot.

The survey revealed that the average dealer lost between four and
fifteen deals a year because he did not bhave the right car in stock and
that the most common reasons for not being able to deliver a car from
stock were reported as follows: first, color; second, options; third,
‘modela ;3 and fourth, seriea. If a prospect desires a different series,
model, or factory installed option from that on the cars that a dealer
has in stock, then it can be accepted that there is nothing the dealer
can do but try to obtain & car equipped as the prospect desires. How-
ever, it does not appear reasonmable that the one factor, color, which
can be changed lat the dealership should be the number one cause for
loss of a deal.

Obtaining Supplementary Stock.

When & dealer does not bave a car in stock that a prospect wants

and is umeble to influence him to compromise on a second choice, en
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attempt is made to secure a car that is acceptable to the customer. It
was found thot the most popular methods of sccuring a car that is needed,
listed in order of use by the dealers, are: first, to contact other
deelers; second, to contect the factory rcpresentative; third, to contact
the factory; and fourth, to use the cur locating scrvice.

It was found that the larger declers were morce prone to contact
other dealers first for needed cars, and the smaller dealcrs were more
prone to seek assistance from the factory representative or the factory.
The reason for this mey be that smaller dealers located in smaller murlketing
areas have little opportunity to contact other dealers because of distances
and because neighboring dealers most likely are smmll also and the chances
are that they would not have the car nceded in stock.

The car locating service is an indecpendent operation that functions
by obtaining current lists of cars in stock from dealers of a purticular
area. Dealers needing cars call the car loceting service office and eare
informed which dealers mey have the car they secek. A fee is charged for
this service. This service appears to be little used. This moy be cue
to the fact that the factory functions in the same manner in trylng to
locate cars for dealers and without charge.

The survey revealed that most dealers feel the factory gives
them sufficient assistance in locating cars needed. A total of 71.5
per cent acknowledged that the factory does give them sufficient help
while 20.7 per cent reported the factory does not. A total of 7.8 per

cent of the dealers did not reply to this question.
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If a car cannot be located for the customer, the dealer must place
a special order for it from the factory. The car must te manufactured.
When special orders are placed with the factory, 86.2 per cent cf the
decalers reported that they reccived their orders "most of the time" in
time to close the deal. A much smaller per cent of the decalers, 10.3 per
cent, reported that they "sometimes’ rcceived cars in time to close the
deel while only 3.5 per cent reported that they "never’ got a car on
special order in time to close the ceal.

Dealers reported that a 20.5 day wait was necessary on special
order cars. Information provided by the manufacturers substantiated
this fact. - |

If the manufacturer is in production on the particular type of
car ordered on special order by a dealer, then immediate shipment can
be made. Otherwise the dealer must wait until that type 1is scheduled
for production.

The retail automobile dealer functions not unlike other retail
dealers in his attempt to satisfy the customer. Because the product he
handles is such a large, camplicated, and expensive mechanism, con-
cessiong must be made in size and variety of stock carried to satisfy
all customers. The measures he adopts to sccure stock nceded are
practical and productive. The factory, it can be assumed, desires to
assist its dealers in obtaining the cars needed, for one more car
leaving the dealer’'s stock means one more car to be replaced by the

factory.
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Diagggigg 9£ Excess Stock.

The practices used by dealers to secure supplementary stock have been
examined, While the need exists for securing supplementary stock at tines,
by the same token the need exists for some dealers at times to dispose of
excess stock.

The survey revealed that the most common methods for disposing of
excess stock, ranked in order of use by dealers, were: first, overallowance;
second, bonus to salesmen; third, other dealers; and fourth, factory help.
Overallowance wes found to be the most common method. It is in reality a
discount. Inasmuch as most new car transactions involve a trade, the
term overallowance signifies that the dealer offered more than the estimated
resale value for the used car being traded. The manufacturers assist
dealers in various ways to dispose of excess stock. Some reported methods
are sales incentive plans, information concerning dealers who need partic-
ular cars, and re-purchase plans.

The end of the model year can be a critical period in new passenger
car marketing a8 stock must be cleared out in order to make room for the
| new model. In order to end right, it is necessary to start right. It
has been pointed out that in most cases the retail automobile dealers
can place their own orders for the initial stock of new cars. It wos
found that whether they place their orders for it or the factory ships
the initial stock without a specific order from them, the dealers have
relatively little difficulty in selling the initiel shipment.

It was revealed that 75 per cent of the dealers do not have diffi-

culty in moving the initial shipment and that "options" constituted the
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main source of trouble in moving out the initial shipment with models,
series, and colors following in thet order.

If dealers start the year right and do a good Job of keeping
inventory balanced with the rate of sale throuéhout the year, they will
be in a good position at the end of the model year to clear out their
remaining stock and concern themselves with the new mocel.

The survey revealed that 59.5 per cent of the dealers feclt that
it was best to sell out of stock completely before the new models are
shown whereas 3.0 per cent of the dealers felt it was best to carry some
over into the next model year. The main reeson given for those dealers
who wished to sell out of the o0ld model completely was so that they could
concentrate on the new models. The most common reason given by the
dealers who desired to carry some of lest year's new passenger car stock
into the new mocdel year was that better deals could be made on last year's
models after new car ennouncement rather than Jjust before. It was polanted
out that there are always bargain hunters looking for special decals on
last year's models.

A total of 76.7 per cent of the dealers reported that they usually
sell out of stock before new car announcement time. The 23.3 per cent
of the dealers that reported they do not usually sell out of stock before
new car announcement time reported that they carried over about 5 per cent
of total stock at the end of the 1956 model year.

In case a dealer does find himself with an excessive supply of
cars at the end of the model year, the survey revealed that his most

common means of disposing of them were, in the order of choice: first,



overallowance; second, heavier advertising; third, bonus to salesmen;

fourth, factory help; and fifth, contact other dealers. All manufacturers

provide an additional discount plan on cars the dealers carry over into
the next model year.

In every aspect of the business the dealer operates as an inde-
pendent businessman, making those decisions which contribute either to
his success or failure. The factory he represents is ready and willing
to assist him whenever needed, for the retail automobile dealer and the
factory are bound together by means of a selling agreement. Thus the
factory is only as sound as the dealers that represent it, and the
dealers are only &8 strong as the factory that is backing them.

To take a complicated product such as the automobile, to build it
in the quantities in excess of 5;600,000 per year since World War II, to
distribute it from one end of the country to the other, and to provide

for servicing it in the field so that the quality that is built into it

can be enjoyed, is a difficult marketing project. The present distribution

system which makes this possible is one which has been developed through-
out the years. Information obtained from this study shows how the
retail automobile dealer and the factory operate through a complex

marketing situation in meeting customer demand for automobiles.

Areag for Further Study.

An area that would be of especially great interest and of great
value would be to set up a project to determine what preconceived choices
the new car buyer entered the dealership with and what concessions were

made after actually buying a new car.
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Aqother project of interest would be to find out where dealers
ovtained the supplementary stock needed for the past year and then
examine each source with a view to improving the process of getting
cars from the dealers that have them to the dealers that need them.

Still another project of intercst would be to analyze the stock
control plans made available by passenger cur manufacturcrs for dcalers.
It would be of interest to examine more closely the ordering practices

and procedurcs used by the various car manufacturers.
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I am taking graduate work at Michigan State University and am
writing a thesis on "Inventory Control Practices in the Automobile
Industry."

I would like to gain an understanding of how the various eutomo-
bile companies handle this important function and so would apprecilate it
very much if you would supply me with the informetion entailed in the
questions on the attached sheet.

There are a few questions under each of these headings: Balancing
Production with Dealers' Orders; Assisting Dealers in Stock Control;
Assisting Dealers to Dispose of Excess Stock.

Cordially yours,

FIGURE 1

- COPY OF LETTER MATLED WITH QUESTIOITIAIRE
TO AUTOMOBILE MANUFACTURERS
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A. Balancing Production with Dealers' Orders.

1. Do you assemble cars

a. In advance of dealers' orders? Yes No
b. On dealers' orders only? Yes No
c. Vhat per cent are assembled in advance?

2. How do you break down yearly scheduled production to monthly output
for dealer orders:

3. How do you determine in advance what per cent of cars for which to
plan production with respect to series, models, colors, and options?

B. Assiating Qgg}g{g 32 Stock Control.

—— e e

1. Do you make a new car stock control plan available to your dealers?
Yes No

2. What assistance do you give deelers in ordering ncw cars?

3. Generally how long docs it take to fill a special order for a dealer?
days.

4. What provisions do you meke to transfer cars from dealers that have
them to dealers that need them?

C. Assisting Deelers to Dispose of Excess Stock.

1. Do you extend an additional discount for cars in dealers' hands
after announcement of new models? Yes No

2. Hhat assistance do you give dealers in disposing of excess stock?

Any additiomsl information relative to this problem, and copies of forms
used, would be greatly appreciated.

FIGURE 2

COPY OF CUESTIONNAIRE MAILED TO
AUTQMOBILE MANUFACTURERS
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I Need Your lelp

It is of great importance to me to have the benefit of your
experience and comment.

As a student encaged in graduate work at Michian State Uni-
versity, my thesis is "Inventory Control Practices in the Automobile
Industry."” ;

This being an industry-wide study, would you give me a few
moments of your time and check the answers to the questions on the
following pages?

Cordially yours,
FIGURE 3

COPY OF LETTER MATLED WITH CQUESTIONNAIRE
TO RETAIL AUTOMOBILE DEALERS
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A. Initial Order for New Modcl Year.

1.

IIow do you get your initial stock?

a. Do you place en order for it? Yes No

——t——

b. Does the factory make the initial shipment without a specific
order fram you: Yes No

Do you heve a choice with respect to

a. Number shipped? Yes Nlo
b. Series? Yes No
c. Mocels? Yes jefe]
d. Colors. Yes llo
¢. Cptions? Yes lio

Do you usually have difficulty in moving any of the initial
shipment? Yes No

About what per cent do you have difficulty in moving?

What is the most common czuse of difficulty in selling all of the
initial.shipment? (Please show order of importence by numbering
1, 2, 3, k.

Serics
Models
Colors

Options

Whot methods do you use to get rid of slow moving models? (Pleasc
show order of importance by numbering.)

Overallowance
Bonus to salesmen
Factory help
Other dealers

COPY OF GQUESTIONNAIRE MAILID
TO RETAIL AUTOMOSILE DTALERS




B. Supply of Cars During Selling Season.

1. Do you carry a stock of new cars on hand during the gelling season?
Yes No

2. What is the approximete number carried in stock?

3. Did you include demonstrators in your stock figures?
Yes No How many?

L. In selling cars

a. Do you deliver mainly fram stock Yes lio
b. Mainly from specisl order? Yes Io
c. What per cent are delivered from stock?
d. What per cent are sold on special order?

5. About how many deals did you lose last year because you did not have
the right car in stock?

6. When you do not have the car a prospect wants in stock, what means
do you use to locate one? (Please show the order of importance by
numbering.)

Contact factory ‘
Contact factory representative
Contact other dealers

Use car locating service
Cther

(Please specify.)

T. Do you get cars on epecial order from the factory in time to complete
the deal? (Please check oms.)

Most of the time
Sometimes
Seldom

How many days does it generally take?

8. Does the factory give you sufficient help in locating cars you need?
Yes No

(Figure b4, continued)




9. What is the most common reason for not being able to deliver a car
from stock? (Please show order of importance by numbering.)

Series
lodels
Colors
Options

10. Please indicate size of your dealership by checking one of the
following:

Croup I - 1 to 149 units socld last year
Group II - 150 to 399 units sold last year
Group III - 40O to 749 units sold last year
Group IV - 750 and over units so0ld last year

C. Controlling Stock.

1. In ordering new cars

a. Do you order all of the cars on an individual order?
Yes. lio

b. Order a certain number of cars only (bulk order)?
Yes No

c. Send in individual orders on part of the total order?
Yes No

d. Other? ___ (Please specify.)
2. On vhat per cent'éf your total do you specify preferences? ___
3. How often do you place a regular order for cars?
Deily

Weekly
Ten days

Monthly

k. In order to replenish your supply, what methods do you use to
determine what series, models, colors, and options to order?
(Please show order of importance by mumbering.)

Factory stock control system
Factory representative assistance
Your own stock control system
Your own experience

Other (Please specify.)

(Figure 4, continued)
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5. Which do you consider the most important guide to ordering? (Please
show order of importance by numbering.)

This year's sales
last year's sales
last month's sales
Last ten days' sales
6. Do you almost always receive from the factory the exact cars you
order with respect to series, models, colors, and options?
Yes No

T. Do you almost always receive the exact number you order?
Yes No ‘

Do you receive more?
Do you rececive less?

D. End of Model Run.

l. Do you uswally clear out your stock of new cars at the end of the
model year? Yes No

2. What per cent did you carry over into the new model year last year?

3. Do you feel it is better to clear out all previous year's cars
before new car announcement? Yes No

If yowanswer is yes, why?

L. Do you feel it is better to carry some over into the next year?
Yes RNo

If your answer is yes, why?

5. What means do you use to dispose of an excessive supply at the end
of a model year? (Please show order of importance by numbering.)

Reduce prices
Increase advertising
Bonus to salesmen
Factory help

Other (Please specify.)

Any additional informntion would be greatly appreciated.

(Figure 4,continued)
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TA3LE XXXVIII

PASSENGER CAR

Americen Motors Corporation .

Hudson e e
Nash .+ ¢« ¢ ¢ v o« o« o &
Fambler . . . . . . « .

Chrysler Corporation

Chrysler . . . . . .
DeSoto . . . . . . .

Dodge . . . .

Imperial . . . . .
Plymouth . . . . .

. . . .

Ford Motor Company . . .

Continental . . . . . .
Ford . . . . . « .+« « &
Lincoln . . . . . . . .
Mercury . « « « + o o .

General Motors Corporation

Buick . . . . . . . .
Cadillac . . « « .« . .
Chevrolet . . . . . . .
Oldsmobile . . . . . .
Pontiac . . . . . . . .

DEALEFRS IN U. S.

. .
. .
.
. .

.
. .
. .
. 0
.

.
e o
. .
e o
.
. .
o o
. .
0 .
. .
. .

Studebaker-Fackard Corporation .

Paclard
Studebaker e e e e

Total U. S. Franchises . .

Minus Dual Franchises

Total U. S. Dealerships
*Automotive HNews, February

.

. 3
.

. .
. 0
. o
. .
.

.

. .
. .
. .
.

. .
. -
. .
. °
. .
-

. .
. .
. .
. .
. .
3 .

o« o .
. . .
. . .

. .
. .
. .
. . 3

- 1957%
(Estimated by Automotive lNews)
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TARLE ZZXXIX

IEW CAR REGISTRATIONS ZY MAXES - 1950%

American liotors Corporation .

uéson . .
Nash . . .

Chrysler Corporation

Chrysler .
Imperial .
DeSoto . .
Dodge . . .
Plymouth .

Ford Motor Company

Ford . . .
Lincoln .
Mercury .

Continental .

General Motors Corporation

Buick . . .
Cadillac .
Chevrolet .
Oldsmobile
Pontiac . .

.

e« o . . . . e o .
. . 3 . . . . .
. . . o o o o . . . o o
. . o . . . e o . . .
. . . . . . . . . .

. . o o L] . . .

. . . . . . . . o e .
. . ] . . . e o . .
e o . . . . . o o . .
. . . - 3 . . . .

. . . 3 . . e e o o .
. e o o . . . . . . . .
. . o e . [ . ] . o e L]
. ¢ e e o . . . . .

. e« 0 . 3 . .

Studebaxer-Packard Corporation . « « « o o o « o &

Packard
Studebaker

Miscellaneous .

#*Compilations from R. L.

.

] . L] . . 3 o o e o .
. . . . . . . . . .
e o o 3 . . . . o e . .

(1957 Almenac Issue), April 29, 1957, p. k2.

Tercentage Share

9_1_‘ Market

.51
1.42

1.79

10
1.69
3.70
.12

23.09

L.61
.03

Polk & Campany data, Automotive Ilews

1.9

(93]

15.4&

50.75

1.7

1.00
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FIGURE 7
QUESTIONNAIRE REPRESENTATION ACCORDING TO SIZE OF DEALERSH P
(By Number Per Cent)

NOTE: Dealerships grouped according to size as shown.

e et peie

| 1 to 149
GmpG'"II 150 1o 399
Growp Il 400 1o 749
Grows IV 750 and over




- FIGURE 8
NEW CAR REGISTRATIONS BY YEAR - 1922 TO 1956*

* Automotive News (1957 Almanac lssue), April 29, 1957, p. 41.

1922
1923
1924
1925
1926
1927

1929
1930
1931
1932
1933
1934
1935

1937
1938
1939
1940
1941
1946
1947
1948
1949
1950
1951
1952
1953
1954
1955
1956
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TABLE YL
MODELS AND BODY STYLES AVAILARLE FOR 1957%
2-Dr. 2-Dr. 4-Dr.

Sedzans, 4-Dr.  Hard- Hard- Stat. Total
Coupes Sedans tops tops Conv. Wagons }odels

General Motors

Buick 1 1 L L 4 3 17
Cadillac 0] 2 3 3 2 0 10
Chevrolet 5 3 3 2 1 6 2
Oldsmobile 2 3 3 3 3 3 17
Fontiac 1 L 3 3 1 L 16
Ford .
Continental 0 0 1 0 0 0 1
Ford 5 4 3 2 1 5 20
Lincoln 0 2 2 2 1 0 7
Mercury 1 2 2 2 2 6 15
Chrysler
Chrysler 0 3 3 3 1 2 12
DeSoto 0 3 3 3 2 4 15
Dodge 2 L 3 3 2 5 19
Tmpe 0 5 2 2 1l o 10
Plymouth 4 3 2 1 1 6 17
Anerican Motors
Hudson o] 2 2 o) 0] 0] L
llash 0 2 2 0 0 0 L4
Rambler o] 5 0 2 o] 6 13
Studebaker-Packard
Studebaker Z & 1 o o L 18
Totals 25 54 Lo 35 22 Sk 235

*#John X. Teahen, Jr., "Makers Shoot the Works to Revive Boom',
Automotive News, December 3, 1950, p. 23.
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B 88

o
T

0
1946

1947 1948 1949 1950 1951 1952 1953 1954 1955
FIGURE 9

CUSTOMER PREFERENCE TlENDS-—AUTOMA';IC TRANSMISSIONS*
Output,

(Per Cent of Total

' ’

’ ) 3 L s By
~ ! [N | ! | s
i ) f | +

Power Brakes  +s=e+

Power Steering —°-°— , :
Power Windows ce+=soe
Power Seats _
Power Antennas --=---

1947 1948 1949 1950 1951 1952 "1953 1954 |9557

FIGURE 10

CUSTOMER PREFERENCE TRENDS—POWER OPTIONS*
(Per Cent of Tetal Output)

Autometive News (1957 Almanac lawe), April 29, 1957. 0. 9
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1946 1947 1948 1949 1950 1951 1952 1953 1954 1955 1956
FIGURE 11
CUSTOMER PREFERENCE TRENDS—6~CYLINDER ENGINES*
(Per Cent of Total Output)
—- ~ e S e r— - 4 —
50
] H
o
1946 1947 1948 1949 1950 1951 1952 1953 1954 1955 1956

FIGURE 12

CUSTOMER PREFERENCE TREND S~—8-CYLINDER ENGINES*
(Per Cent of Tetal Output)

* Aytomstive Mows (1957 Almsnac issus), April 29, 1957, . 9.




DEALER CAR ORDER FORM

Please enter our order for

in the quantities indicated cbove for delivery beginning in____ R
orders on form GSD-803 cross-referenced against this commitment specifying colors and factory installed accessories and
optional equipment combinations in sufficient time to meet production schedules for said month ond to provide an orderly
flow of shipments to us. If such individual orders are not so furnished by us, you are authorized at all times to schedule the
models hereby ordered for shipment to us in such combinations of the factory instolled occessories and optional equipment
hereby ordered and in such colors you may determine to be most appropriate for sale in our area. Any units remaining on
this commitment on the last day of said month which have not been covered by individual orders on GSD-803 forms or which
you have not scheduled with the factory for production are to be automatically cancelled.

.

" (DEALER NAME) " TiLocaTions (DATE}
MODEL orT EQUIP OPTIONAL
OROER MODELS RECORD OF MODELS DROERED ORDER EQUIPMENT RFCORD OF OPTIONAL FOUIPMENT ORDERFD
1121 Super
Utility Sedan £ Turbo-Fire
1221 B ve | _ _
1141 G | Turbo-Thrust
2-dr. Sed. 'l‘ v-8
»7712417 N ) v Soper - -
1541 Turbo-Thrust
2-dr. Sed. V.3
U Lo LU - Ouol
1741 i Exhaust
2-dr. Sed.
1841 7| Powergiide
1149 I - o - —
4-dr. Sed. N Turboglide
249 -—s - _ _
1549 T * | Overdrive
4.dr. Sed.
- IML - ': Deluxe
1749 —— ¢ [ _
4-dr. Sed. € i
1849 H Recir.
1731 HE
Spt. Cpe. Push | ¥
. | E
| st . o Ak
1739 A 'A‘ [}
Spt. Sed. o} - at-1-
839 ] NiF
o T
1747 Mon £
Impalo Cpe.
1847 : L
1767 - Power
lempolo Conv. - 5"’_":‘9 B o o -
Power
1191 Brokes
2.dr. STW. White o
B B l291 o J Wall Trres
1193 €21 o T
4.dr. STW, Glass
1293 - — - [
— 4 - S - Inst.
1593 P. Pad
4.dr. STW.
Ram Jet
1693 Fuellnp | & 8 S
1793 Power "‘ E
4-dr. STW. Seot o B -
1893 Power ‘L‘ [3
1594 Windows | g & . o
4.dr. STW. Air ° T
9 Paoss. Cond. M o
- = _4...716944; S Level Air L = o T
6 Cyl. Suspension v €
TOTAL - 1o ® —-
8 Cyl. N
TO: MOTOR DIVISION,_ - ZONE OFFICE

Passenger car models and factory installed accessories and optional equipment

o — .. We will furnish individual

GSD 799 . DIS_REV 1057

'Siqned__

FIGURE 13

COPY OF DEALER'S BULK ORDER
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