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PREFACE

This thesis has been prepared primarily to bring
tc the attention of the credit world the laxness and
antiqueness of the methods now being euployed. The
author has attempted to set forth the results of the
present system as well as the revisions which he believes
will remedy the undesirasble conditions.

The need for a thesis of this kind has been brought
to the attention of the author, not only through actusl)
oxperience in this fleld, but also by Professor T. W.
Enote of the Department of Business idministratiom at
the Virginia Polyiechnic Institute.
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The mechanies of marketing has yet to wholly meet the
demands placed upon it by the rapid movement of society.
Seelety has capitalized the word "SERVICE", 1% has been
made to stand out in huge letters, The retaller has at-
tempted to meet society's demends and has been most suoe
cesasful, It has provided: delivery trucks, telephones,
pleasing surroundings, attrastive sales people, gquality
and variety of merchandise, and lastly but extremely im-
portant, the item of credit. |

The retailer, however, 4id4 not wish to carry this
burden himself, therefore he has shifted the greater part
of it to the wholesaler and manufacturer. They have besen
made to supply the service that the retailer gives to the
consumer, and thus, we find that the wholesaler's duties
are many: he must edueate the publie as to the quality
and benefits derived from the use of his products, he mmst
help defer the merchant’s cost of advertising, he mmat
furnish show-window displays, he must provide a2 high quality
of merchandise, he must provide great varieties of mercham-
dise in order that every taste may be satisfied, he must
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keep an adequate supply of goods on hand for immediate
shipment, he wmust provide eighi-hour shipping service,
he must keep his cusiomers informed as to the cheapest
and guickest mode of tramsportation, and he must even
carry the retailer's oredit burdem. It is this last
factor, its causes, how it has been made possible, its
results and approaching disaster, and the pocssible reme~
dies to prevent the dissster, it is these phases of the
wholesaler's credit system that are to be considered here.

We find then, mercantile agencies, credit men's as~
sociations, local bureaus, coredit departwuents all over
the country each trying to do their share %o keep this
economic phase in pace with soclety's rapid development.
However, conservative credit extension has not kept pace
with other developments and will not unless a radical
change is made. Thus we are confronted with the follow-
ing question: why bhasn®*t it? To answer such a broad
question, the following points must be investigated: the
internal wechanics of the credit system, the cost of an
up-to-the-minute credit file, the time allotted for w»
extension of credit, ete.

CBAPTER X

Internal Mechanics. The oredit manager, in extending oredit,
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Fig, 1. Sources Available to Credit lianagers
Note: Importance indicated by sise.




has many channels from which he may secure his source of
information, as may be seen im Fig. 1. -

He may, as it may be seen above, use the individual
customer's balance sheet and profit and loss statement.

If such has been certified, the statements are quite de~
sirable. However, wost statements of this kind which are
submitted are drafted by the customer himself, If all
business wen were honest and dependable, amd would pre-
sent a true condition of their business, there would

be little use for the credit memager. But we find for
all practical purposes, that the individual®s submitted
statement 1s not a desirable scurce of information be-
cause of the fact that there is a tendenoy for the sub-
mitting individual, whenever it is possible, to so draft
his statements that his oondition appears to be guite
favorable. Thus the conclusion 1s drawn that such a state-
ment cannot be relied upon as a besis for extendimg the
eredit,

Personal opinions are often resorted to as a source
of information., The credit mamager often uses attormey's,
bank eashler's, or fellow ecredit Mr‘a opinion as a
basis for extending credit. A manager must, in most cases,
discount all information that he receives in this manner,
because often times it is a biased opinion, usually in-

.



complete as to the true revealing facts that are neccssary.
And under this head, but which should be considered separate-
ly, is the salesman®s report. This report, in most cases,

is wholly umdesirable, is usually influenced by his desire

to make a good showing for himself,

The last, and in =211 probability, the most importamt,
is the aid given to the credit memager by mercantile ecredit
companies and assocliations in the form of credit reports.
The credit associations have in some cases provem 1o be
undesiraeble as a basis for extending credit. Their report
to an inguiry is not complete in any semnse of the word,
‘owing to the fact that they only make available the paying
experience which the other wember concerns have had with
the prospective custower. However, that phase of the in=
formation is quite complete inasmuch as it reveals: the
Years of experisnce, date of last credit, highest recent
eredit, terms of extension, how paid,~-whether discounted,
or paid when due, or slow, how many days, and if foreeful
collecting was necessary, the method employed. In most
cases, the report may be relied upon and used in good
faith as a basis for extension. However, in some cases,
it 18 out of date or it may contain several biased opinions}
either fact would render the report unfit as a basis for
the extension of credit.



¥ercantile eredit coupany®s reports m the most
extensively used basis of extending eredit, (Hefer to
Fig. 2.) This condition may be attridbuted to the faot

//////| Bom-users of e Credit lercentile Company
Users of the Credit Mercantile Mw
'Figure 2, The Use of the Credit Mercantile Compeny

fhat an original investication on the part of oredit
manager would necessitate a large mmﬁw, be
quite msggmiw, and would require ecomsiderable time,

as may be seen im Fig. l. Vhereas, if the inveatigation
is dome by a large wercantile eredit coupany specislizing
in this field, the advantages of large seale produstion
are employed. Naturally, these advamtaces sccrue 1o the
individual subscriber who secures the results of the fne
vestigation in the form of a yreport sheaper than he could
4o 1t himself,

Dun & Bredstyeet, formerly known as R. G, Dun's and
Bradstroet's, whe consolidated on larch 1, 1933 is the
forenost wercantile sgency in this fleld, Perhaps at
this poins 1t 1s desirable to iavestigate the Rature of
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the service rendered by companies of m: type. The re-
port that is submitted to the subscriber covers the fol-

lowing pointa:

1. The firm or trading name
a, The phee or places of dbusiness,
b. The members of the firm.
t}';' , |
2). Domestic relations
2, Record of business activity
&. When and where it began.
b. Experience of the owners,
¢. Originel capital set-up.
d. Growth.

3, Statments of the firm as presented by
the firm--whether certified or not.

4. OGeneral information
a, Shady dealings, 1f any.
b. Style of living.
©+ Property records
4. location of businesas,
e, Volume of buaineas.

5., Subscribers® trade opinions
a, Highest credit, terms of eredit,
Amount now owing
» Gemeral remarks as to the desirabllity
of the account.

6. Fire record.
™ KS‘W
b, Type of insursnce now carried

7. The agenoy's conclusion--expressioa
of a genersl opinion.

8. Rating--as found in the quarterly eoredit
listings manuel.,

48 a matter of organization, we £ind the home office,
state, and district offices. These offices are supplied
with men who have becn especially trained in their field.
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The work consists of: the writing of reports, the hand-
ling of subscribers' correspondence, the exchange of re-
ports, the collection of accounts, and other miscellansous
office details, Numerous traveling credit ageatn supply
the district office with credit information whieh they
have secured through investigation. In these imvestiga~
tions they not only interview the individual about whom
they are seoking credit data, but they also searsh court-
house records for property transfers, interview local
benkers and lawyers. (Sources summarized in Fig. 3.)
This procedure is necessary to produce a true and reliable
report upon which the subsoriber may extend the credit
desired, . |

This information, when eomplete, is turmed im to.the
district officer where it is writtea up in report form
and filed. Thus 1t is held in readiness for the sub-
seriber's inquiry. A eopy is sent to the home and state
offices where it is used in ecompiling the guarterly
eredit listings manuel, as has been mentioned.

Mercantile companies keep their traveling agents
in the field throughout the year; this is done in order
that the companies will be able to keep their files up
to date. However, this has proven unsatisfactory im

many cases because it is frequently impossidle for the
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Mercantile Company

mde a detailel study of
individwml or fim about

the indiecsted channels.

_ Subscriber
- The credit manager who is desir-

The employes of the mercantile o Inguiry \ = — |ing information sends an inquiry

company eitler make or have — — - — Report to the mercantile company and

the subscriber desires informa= | ™
tion. Such is done throsgh ™~

the acis according to their reporst.
whom ‘ '

Other
gubscriberts
opinions and
experiences

TRAVELING AGENT

014 reliable
citizen's and

Personal
attorney's interview with
opinions and the firm or

rems rks individual

Fig, 3. Sources of Informiion used by Mercantile Credit Company
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agent to cover the territory assigned to him, At this
point it is wise to remind ‘tha maﬁar that a credit
manager, in extending eredit must have up-to-date infor-
mation; in other mlraa. the credit meanager camnot »m}a’
on information compiled the previous year because of the
fact that in modern times a business or firm eam be &
bankrupt almost over night.

CHAPTER II

The results of the preseant system are few; however,
they may prove to be quite Qthau Profit and service,
as we have seen before, are the all important elements
in any modern dbusiness undertaking; with thess factors
in mind, we must study the results of the present system
in order that we might prescribe some remedy if such is
needed, It is admitted that orders for old customers,
upon whom the company has an up~ito-date file or upon
whom the ¢redit wmanager has other accurate information,
may be shipped immediately or within the customary eight
hour service period. But the question is raised, how is
the credit manager to give the new customer the desired
shipping service if he has no credit information om file?
The answer will be brought out in a later m:atsr.
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Research in this field has brought to light several
interesting ocases; they well illustrate the coaditions
under discussion. |
Case l. ‘The Cash Bargain Store of Irontomn, Ohio, ordered
$700.00 worth of dry-goods and dresses through a sales-
man from the Charleston Dry Goods Company of Charleston,
wWwest Virginie, This bill of goods which was ordered on
Monday was purchased for a special sale of $2,95 dresses
which was to be held on the followimg Saturday. The sale
was advertised. The bill was to be shipped by American
Railway Express which gives sevem-hour delivery out of
Charleston to Iromton. The saleswan wrote up his orders
as usual Mondey night and marked the above mentioned order
for immediate delivery. His orders were mailed that night.
They were received the next morning at tem ¢*olock, The
oredit manager, fiading that he 4id not have any informa~
tion on rile, sent out an imquiry to the credit mercantile
orcdit company iz the twelve o'slock out-going mail.

The inguiry wes received by the mercantile oredit compeny
the following morning which was Wednesday, and owing to

the fact that there was no information on file at the local
office, the inquiry had to be forwarded to the Portsmouth,
Ohlo office. The inquiry was received m:-aaay ROTnig

and the desired information sent out Thursday noon. It
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was received in the Charleston office Friday morning and
forwarded to the subscriber at noon. The eredit manager
received tle information that evening as he was working
late; and after studying the file, he approved the order,
which was shipped the following worning, Saturday, about
ten o'eloek, The shipment was received in Ironton at six
o*clock that evening, t00 late for the Express company to
make delivery. The shipment was delivered lionday morning
only to be returned by the consignee., It is cases like
the above that cause a bitterness that ceam never be over-
ooms by amy explamation that either the company or sales=-
nan ﬁay have to offer., How can such a condition be remedied?

Case 2. The imerican Shoe Company of Richmond, Virginia
had in its employ a new saleeman by the mame of John Saltz,
Saltz was new at the selling game dut had been highly re~
commended. It was the policy of the comcern to rely
wholly on the oredit report of their salesmen except u'
cases that the salesmen rocommended a eclearing of a
eredit bureau or wmercantile company. Saltz, in writing
up his credit reports, did not realize the importance that
was placed in his ability to analyse the customer as a
eredit risk, even though he had had six weeks training by
one of the compeny's best salesmwen. Due to this failing
on the part of Saltz the company lost approximately
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$4,500,00 which amounted to twelve per cent of his gross
sales, This condition may in part be attributed to the
orﬁﬂit policy of the company; however, it could have easily
besn corrected through the use of other sources of infore
mation which are open to the credit manager. '

Case 3, On December 1, 1932 a certain coal cowmpany of
West Virginiz went inio voluntary bankruptey, This action,
according to all rumors, was teken to relieve the con-
trolling intercats of the heavy fixed charges that were
being ¢arried because of & large outstanding bond issue
upcn which the company defaulted the June interest pay~
ment; and to satisfy a few large creditors that were
making persistent dewands for the amount due them. The
assets of the corporation, whish were so0ld at publie
auetion, brought about om fifth of their book value, The
financial set-up was such thaet the bond holders reseived
about forty per cent of their original investament, the
stockholders and unsecured creditors received nothing.
However, through the action, the stockholders beeame the
absolute owners of the company and in reality lost nothing
because of the fact that they now owned & company whose
assets, according to the book value {which was & fair
value) amounted to $1,200,000.00. The property was pure
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chased at $240,000.00, whioh together with their origimal
investuent of $400,000.00 made a total investment of
{640,000,00. Thus, the stockholders did not lose; the
only total losers were the unsecured ﬂz&éiﬁﬂ#ﬁviﬁﬁ lost
$196,000.00 This is a case that camnot often be foreseen;
however, the oreditor could have knnsﬁ the financial com=-
dition of the business, but beounase the company was an

eld and established consern, a situation of this type was
unthought of. ird again we ask the question, how e¢an the
present systeu be changed to reuwedy such eanﬁitiﬁi#?r‘

Cese 4. 1. U. Jomas, who was selling groeeries for the
Virky Crocery Company of Bristol, decided that he had a
plan wheredy he could, in a years time, acoumulgte quite

a8 bit of money for himself. Consequently he formed a.
 ®gang’ composed of five members--a new store was opened

in his territory--it was fairly well squipped—-the store
was given a rating of 3500 to §$2,000 which is a good rating
for a country store-~it paid its bills either by dis-
counting them or by paying when they were due, thus it
built up a very good roputation. The exact detalls of the
dase are not known but 1t seems that the salseman used

the goods of that store to open another and another,
§2anlly, the first store that was organized tock voluntary
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bankruptey owing a little over eight thousand dollars
and having assets of $600. The same thing happened in
tive other instances; the creditors lost more than $40,000.
| The snlesman quit just before the last store closed.
He organized, together with the otheor associates, a
wholesale cash grocery. The creditors of the several
enterprizes have beem unable t¢ sue decause they have been
unable Lo secure any definite faets that wiil insure cone
viction. They know that they have been made victims
of fraud but have no way of proving it. Even this case
could have veen avoided had the proper precautions beem
taken in the very beginning. That 1s: if the origimsl
c¢learing had not brought the conditioms to the surface,
periodical supplements would, in all probability, have dome
80, By the term "perlodical supplementa" we have reference
to the securing of additional eredit clearings periodieally
and adding the same to the credit information om file;
by 80 doing the oredit mamager 1s able to keep hia files
up to date and thus eliminste the evils that arise from
the granting of oredit based om a oredit file that has been
allowed to become out of date.

Periodical supplementing of the oredit file offers
another advantage besides that oz’kaepxng the eredit rile

up to0 datve for the purpose of extemding oredit. It may
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be used as an intermal check on the company's salesmen

if they collect as well as sell the accounts, The oredit
clearing has a section known as trade opinions whieh is
nothing more than the experience that other subseribers
have had with the individual conesrned in the oredit e~
port, The following is an example:

Thus, if the eredit manager sees that the individual

is paying other wholesale houses when the indebtedness
MQ%awdmyinghmmmﬂm,hsmamrmm—
clusion that something 1s wrong with the oredit poliey

of his firm. That 1s: if the salesman is doing the
colleocting or supposed to be collecting, he is doing a
very poor Jjob of it., Thus, the condition needs changing,
It is in the credit manager's power to effect such a em@s, |
Again, 1t is possible for the salesmen to misuse the colw
lected funds of a wholesale firm that extends lihar#l terms
(met 90 days, for example) to its customers. A salesman
may be paid by the customer and use the funds for his per-
aonal use with the expectation of payimg the customer's

=16~



obligation when it comes due. 4 salesman could, in the
employ of a fairly active wholesale house, misuse as wuch
as twenty thousand dollars in four months' time and then
skip the county. But if the periodiocal check was used

by the firm, the oredit manager sould demand an explanatiom
of the fact that those accounts that normally discount
their obligation had not done so in the past month or so.
In this way it is possible to use the periodical supple-
ment as a check on the salesmen and do away with the cost
of bonding the salesmen. ;

| These cases and Fig. 4., infrequent as they are,
may be said to be relatively unimportant. However, they
do point out the following facts: First, that something
should be done to give the retailer the service that he
demands eventhough he is only an applicant for credit,
Second, that with the periodical supplementing of the
subscriber's credit file there would be less possibility
for an 0ld account to su&dqnly infliet & loss on the con-
cern. Third, that there is a great deal of slackness due
to the delay that is sometimes necessary to secure a oredit
elearing. Fourth, that there is a tendency for a salesman
to over~rate his applicant in order to have the goods
shipped, because he is usually Jjudged by his gross sales,

And last, that a very good method of checking upon the

17w



'
Se o bad debts., Investigate after Soliciting.

f
1,04%, bad debts. Imvestigate before soliciting.

Explanation: From the above figure we draw the fact
- that the credit manager who secures his information
before instructing the salesman to solicit the cus~
tomert's trede seems to have considerably fewer dad
debts than the one who attempts to act om any and.
every order that the salesman sends in., The above
difference in figures may be attridbutei t0 a laxe
ness, which regardless of the cause, should de

gorrected,

Fi&. 40""

Bad Debts for the Year 1832,
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soupany's salesmen when they collect for the company is
the use of periodical supplements to their files (previcus-
1y explained).

CHAPTER III

To remedy the present conditions as were set forth
in the preceeding chapter, the author has bdbut three sug=
gestions: {first, the consolidation of the two major oredit
mercantile companies of this country; second, the securing
of credit information by the credit manager before the pros-
pective customer is solicited and the periodical supple-
menting of such a file with new ﬁam; third, the use of
centralized credit bureaus by the credit mercantile com=
panies which are to be made possible by the euployment of
some improved method of commnication.

4s to the concolidation of the two major credit mer-
santile companies {R. G. Dum Inc., and Bradstreet’s), such
has materialized and became effective on March 1, 1953.
Owing to this fact, a detailed discussion is not mcam‘t'y,

However, in combining, seversl pronounced advantages
acerue to the new organization. They may take advantage
of the opportunity of the low eost of produetion which
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accrues to & large socale prbducar. Thia adventage results
from the fact that only one staff will be necessary to handle
the business of the firm. It may, however, be necessary

to increase the force, dbut such should not be double that

of the present organization. Again, at the time of the
merger, the two firms had soms three hundred and thirty-
eight (338) offices throughout the United States a large
number of which may be cut out because of duplication in
wmany cases, Thus, the overhead may be cut t0o a wminimum,
Second, the subscribers of the old companies will in most
cases become subscribers in the new and consequently,

the income of the new enterprize should de preactieally
double that of the older forms. If such is the case,

the coneclusion is drawn that the additiomal income should

in part be given to the subscriber in the form of additional
services. |

Little may be said in regurd to the securing of oredit

 information by the erdit manager before the prospective
customer is solicited and the periodieal supplementing of
such a file with new data, because under the present system,

the credit mercantile companies allow the subscriber a
specified number of credit inquiries, which are a part of
the service rendered to the subseribers. Additional ine

quiries are available to the subscriber at a rate of seventy-
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five cents to one dollar and a half each, the cost varying,
of course, with the number of additional inquiries made.

An ordinarily acotive wholesale house will in the course

of a year, use more than the number of inguiriea allotted
it as part of the company's service., A4All additional in-
guiries add materially to the cost of the oredit departmeat,
which might, in the most extreme oase, exceed the cost
incurred by unwise credit extension (or bad debis).

If we consider the point of view of the credit manasger,
we may be able to understand his predicament. The first
requisite of every cocredit manager is that he be most
thrifty and very conservative, Om the other hand, we have
the sales manager whose duty 1t is to, at most any cost,
except jeopardizing the enterprize, inorease the firm's
volume of turnover (sales), whether through additionmal
sales to-0ld custowers, or through new oustomers. Thus,
we may find the two factions working against each other,
when they should, under all conditions, work together
in order that any desirable end may be accomplished.

There are no available means that the oredit manager
wmay use that will not add substantially to the cost of his
departuent. If he and the sales manager decide that the
best bolicy 1s to investigate all likely prospects in a

salesman’s territory, the results would be comparatively

21w



small, if the cost of such an extensive investigation is
taken into consideration; i.e., a very small portion of

the individuals investigated would be desirable customers
and they would have to bear the total cost of the investi-
gation. Thus, the undertaking would not be very profitable
to the subsoriber at least for the first two years., Why?
Because a great number of merchants 4o bdusiness on borrowed
wholesale credit, they accomplish this end by paying their
obligation from one to six monthe slow--in rare cases the
account must be collected by attorney. Again, some few
merchants have an excess of llabilities over assets.
Either condition mantiagéabave is quite undesiradble and

no credit menager will grant oredit to an individual who

is laboring under such conditions. Probably forty per
cent of the accounts investigated would be of this type

and of the remaining sixty per cemt the salesman would

be able to sell approximately twenty per cemt or twelve

out of every hundred investigated, Those that were sold
would, in all probability, be merchants who were dissatis-
fied with the present lay-ocut, who are probably crabdy,
and wbo have a small volume of bnainsaé and yet they are
placed on the books of the firm at a cost of $75.00 to
$150,00; according to an average of sixty dollars per
account for the year and on a seven per cent net basis, the
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new account would require ‘two to three years,at least, ta
pay for the cost of the original investigation. We can
see that a plan chosen at random as was the one mentioned
above, would not profitably increase the volume of sales,
considering the cost of the additional customers,

However, the author believes that the plan as stated
above can be used in a way that would prove profitable to
the wholesale house. DBut for it to succeed the eredit
manager must have the utmost cooperation that the sales
department has to offer.

If it is possible for the wholesale house to employ
a sales manager that has been trained in this field and
truly knows his busineas, the work required of the credit
manager would be relatively simple. That is: the sales
manager would train his men to sell only the most desirabdle
of merchantsg and this may be accomplished by giving the
salesuen a thorough training in this field or by using
the "bad debts sharing plan". The latter plan has come
into existence during rseént years and has been adopted
by the better managed wholesale houses throughout the
country. The wholesale house has attempted, by its use, to
minimize the bad debts incurred, by requiring that the

salesmen bear ten per cent of such losses. In other

words, the salesman that sells the account that later results

-



in a bad debt must m:r‘ m per cent of the loss, This
amount is deducted from the salesman's salary or coumissions,
This plan is very effeective if the salesman be notified

at the time of the deduction and not at the end of the
month when his salary or commission is paid. The salesman
is made to be more cautious as to whom he sells. It is
quite natural that the salesmen n!f the company ﬂn, Trom
time to time, ean on new prospects and meke new contacts,
which in the future may materialize and be guite profitable
to both the concern and to the individual salesman. Bowe
ever, if the salésman would reelize, when he is meking such
ealls or contacts that he .am not try to sell the pros-
pect but should direct his entire efforts toward the
making of a sincere business acquaintance, and should,

to the best of his ability, attempt to amalyze the indivi-
dual as 2 credit risk, his results would be more satis-
factory., If the salesman believes him to be a duimbh |
account, he should then ask the credit manager to get a
¢learing from a mercantile credit company. If the report
is favoradble, the account -shoald at all events be sold,
However, should the account be doudbtful, the salesman should
be instrusted not to ¢a2ll on him again. It is muech better
to break off relations at this point rather than to have
hard feelings prevent his being sold at some future time
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in the event conditions change and should he become &
desirable account.

The credit manager, by using a plan similar to the
one mentioned above could more than cut the original cost
of investigating in half, in view of the fact that those
merchants upon whom a clearing wes made can, in approxi-
mately ninety per cemt of the cases, be sold by the sales-
man. Such being the case, sixty out of evar;f hundred
investigated would become new accounts at a total .euﬂ
to the concern of approximately $1.92, This cost would
be defraysd by the new customers purcheses in less than
four wonths, Periodical supplementing, ;rcﬂmly ex=
plained, should be used in comnnection with this plan
in order to prevent the evils of an antiquated oredit
file. The third plan, ‘

~of communication, is at the present tm a mere dream.
But a dream that will be forced into materialization
because of the rapidly increasing demands of this wodern
world.

This plan, fantastliec as it may seem, could be ao-
complished most simply. It would mean, as has been
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indicated, the centralization of all the ecredit filss
within a certain district. The point of centralization
should be that e¢ity which can be said to be the center
of the wholesale district. The states of West Virginla
end Virginia have been used for the sake of illustration
(see Figure 6. A Suggested Lay-out for the Districts
of West Virginia and Virginia). For these distriocts,
the cities of Charleston and Lynchburg respectively,
have been selected because they are the approximate
eenters of the industrial as ugli as the marketing busi-
ness of their distriets. |

The second factor that is necessary to be considered
is the systematic functioning of the present investiga-
ting organization of the wercantile eredit company.
There 1s little or no reason why the traveling ageats
could not work out of the present offices in the future,
because it will still be necessary for the compeany to
maintain small ome-room bramch offices throughout the
district for the purpose of receiving and dispatching
inquiries to and from the local subsoribers., The travel-
ing agents will receive the inquiry from the branch
office (1l.e., inquiries in regard to individuals or
firms upon whom the district office doces not have infor-
mation) which are to be investigated. Having completed
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this investigation, the information will be dispatched
to the district office where it will be sent %o its
proper destimation. It will not be necessary for these
branch offices to be large in any sense of the word,
The size will depend on the type of communication that
is adopted to be housed in the loeal office, Only one
or two individuals, at the most, will be necessary to
operate the local offices excluding, of course, the
investigating staff, the size of which will depend omn
the service policies of the new company., For -m@le,
if the new company decides that the territory should be
investigated semi~annually and thus supplement the sub-
scriber's file with the new clearing, the staff would
necessarily be larger thamr if the territory was covered
only onece in each year. This supplement could be fur-
nished each subscriber that has submitted am inquiry
previously in the current yeari that is; the subscriber
would receive two credit clearings for the price of ome,
Third, an improved method of communication must be
considered; nemely, the radio, tslevision, and the
teletype. Of the avallable types, the teletype is believed
to be the best due to the economy of installation and
operation. A teletype could be installed completely
for approximately $1,200.00; a teletype~simplex for



approximately $2,400,00; a teletype-duplex for approxi~
mately §3,600.00, Each machine would be installed

with reference to the expected traffic, The teletyps

is oapable of sending or receiving but one message at a
time, the teletype-simplex can send and receive a message
at the same time, while a teletype~duplex is capable of
sending and receiving two messages at the same time.

The advantage of these wmachines lies in the faet that

- only one wire is necessary for the machiae regardless

of the kind employsd. Again, these machines may be
operated by any oene that can typewrite, thus ths company
oould employ a dependable typist to handle the local
office. In this manner, the praaenx_evaxﬁua& could be
out surfiesiently to offset the cost of operating the
machine. These machines would require a net-work of
telegraph wires all over the sountry, hﬂ!uvar,}it !uﬁlﬁ
not be neceasary for the credit mereantile company to
build this net-work, as it may be leased from the American
Telephone & Telegraph Company, which rents private wires
all over the United States to private individuals and

coneerns. These are quite expensive, but with the large
net-work that would be necessitated it is believed that
considerable deductions would de made to credit mercantile
~ companies.
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The radio and television, because of the iremeandrous
- c0st of equipment, licences which are paid to the Govern~
ment for the privilege of operating, and operating ex-
penses (code operater and radio experts being necessary
to send and receive messages), these two types of come-
munication are out of the question, practically speaking.
To illustrate the plan, let us assume that the
Hardwood Furniture Company, & subsoriber located in
Bristol, Virginia, wants a report on the Gold Furniture
Company of Gm%ﬁeoﬂﬁ %st,?mmim The report, at the
present time would be sent to the loecal sgeney in Bristel
by mail, where it would be forwarded to wheeling, Vest
Virginia, which is the closeat agenecy in Greenweood's
vieinity; this request also goes by mail. The returm
or answered inguiry would be returned in the same wmanner,
thus the time required, varying according to the distance
involved, would, in interstate communications, require
from five to nine days; intra-state, from two to five days.
The loss and delay of time is indicated in detail in
Figure 5. However, if the proposed plan is used {as-
suming that Lynchburg and Charleston are chosen as distriet
£ile offices--see Fig. 6), the inquiry will be telephoned
to the local office in Bristol where it will be forwarded
by wireless teletype to Lynchburg and there relayed to
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Wholesale house receives
application in form of erder.
Sends credit inquiry to local
Credit Mercantile Agency,

Inquiry reaches agency in
twelve to twenty-four hours,

wholesale house
in eighteen
' hours.,

osder shipped or refused in six tonine dsyBs | oerty approval.

Salesman®s order
ususlly reaches

Inquiry.

Local Credit Hercantile
Agency supplies desired oredit
information if such iz on file;
if not, it forwards by mail in-
quiry to proper office,

Reaches destination in twentiy-
four to seventy-two houre.

Traveling agent and other
sources of information.
Point illustrated without

eomsidering delay due to
this factor,

Tme required for reports
Five to eight days.

Fig' B,

Iaqairy.

Customer applies for
eredit by purchasing
through salesman sub=
Jeot to credit mans-~

Time required Using Present Systen,

Agency has credit infomation
on file, which is forwarded
to0 locel agency immédiately
unless it is necessary to
obtain desired fnformation,
Same time required on retum,
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Charleston, West Virginila, where all the reports for the
West Virginia Distriet are filed. Thus, cmxﬁwn office,
having the desired report on file, will dispatch it back
over the same routing and the entire communication ean
easily be completed in twenty minutes. The subseriber
will have his clearing in an hour and will have elther
extended or rejected the application as he belleves the
case to jJustify,

In conclusion, it is most desirable that the benefits
or results of this plan be explained to the reader.
Suech ﬁay be classifiesd under the two heads of benefits
to the subscoriber (fimancial and non-financial), and
bepefits to the Mercantile Company (ti:_nanaial and non-
finanoial).

Beginning by considering the benefits that acerue
to the subseriber; i.e. the wholesaler; we find that
he is able to supply the service to the retail merchant
that is demanded of him, Regardless of the charaster
of the prospective purchaser, whether old or new customer,
eredit can be rejected or extended to him in ome hour,
thereby making it possible for the wholesale merchant to
render the ordinarily desired eight hour service. Second~
ly, with the suggested semi-annual clearing supplement,
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wholesale house receives
application in form of order,
Telephones credit inquiry to
loeal Credit Kercantile Agemoy.

Inquiry reaches agency in
five minutes.

Salesman's order
usua lly reaches
wholesale house
in eighteen

order shipped or refused in one and a half days.

Imecal Credit Mercantile
Agency supplies desired credit
information if such is on file;
if not, it transmits by tele-
type inquiry %o proper offiee.
heaches destination in fifteen
minuten.

Traveling agent and other
sources of information,
Point illustrated without
considering delay due to
this facto )

Time required for report:
Pifty mimutes,

Fig. 7s

Inquiry

Cus tomer applies for
eradit by purchasing
through salesman sub~
Joct to credit mana~
ger's approval,

Time Required Using Proposed System

Agency has credit informstion
on file, which is transmitted
by teletype to local agency
immediately unless it is neces~
sary to obtain desired informa-
tion, Same time remuired on
retum,
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it will be possible for the c¢redit manager of the whole~
sale house to have an active check on those accounts that
are listed as his "Accounts Receivable”, and the oredit
manager should be able to reduce his bad ﬁl‘@é&t extensions
%0 a minimum. lastly, the colleotions manager, whoss |
duties are usually ocombinsed with that of the eredit menager
under one head, would have a general, and in most cases,

a positive check on the sctivities of the firu*s salesmen
- as eollectors. {See page 16 for explamnation). 4is ia
proven in the followiag paragraph, these benefits are all
possible without additional cost to either the subsoriber
or the eredit mercantile company.

Our attention is now directed to the bemerits that
soerue %to the oredit mwanuis eompany. First, through
the installation of this plan, the eredit company will de
able to render a greater service to the aubscriber without
additional cost to the company or to ihe subsoeriber<-this
results from the fast thet 1t will no lomnger be necessary
for the credit company to msintain large loeal offices
in which it employs a large office force. The additional
service possidble will attract new subscribers, whioh will
mean added income., Second and finally, the credit company
will supply society with an up-to-deate, adequate oredis
system that is long overdue, and for which there 1s a
pressing demand.



mo th raremm ‘has been used ia commection
with the mm of this ma. Purely wmrim and
m wra used as & Msu.

The author owes a debt of ‘appreeiation to several
oredit men throughout West Virginia and Virgimia, but
because of the nature of informstiom smd aid gives, he |
is umable to mention the mames of the individuals.
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