L esson 11

Warehousing

Weeat avariety of food in our daily life. Some of usmay takerice, while othersmay take
chapati or roti as our main food. But have you ever thought from where the paddy or
wheat from which thesefood items are prepared comes from. We know that these food
grainsarenot produced throughout the year. But we need to eat them everyday. So how are
thefarmersableto supply these continuoudy to us? You might bethinking that they storethe
food grainsinaproper place and supply them at thetime of need. Yes, you areright. Since
the production takes place during aparticular season and in specific areas, thereisaneed to
store these grains systematically. In our home we may keep limited stock for our own
consumption. But there are certain placesor stores, wheretheseitemsare stored in huge
guantitiesinaproper and systematic way. Inthislesson let uslearn the detailsabout these
stores.

11.1 Objectives

After studying thislesson, youwill ableto:

e explainthemeaning of warehousing;
recognisethe need for warehousing;
identify different typesof warehouses,
explainthecharacteristicsof ideal warehouses,
describethefunctions of warehouses; and

enlist the advantages of warehouses.
11.2 M eaning of Warehousing

We need different typesof goodsin our day-to-day life. WWemay buy someof theseitemsin
bulk and storethem in our house. Similarly, businessmen also need avariety of goodsfor
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their use. Someof them may not beavailabledl thetime. But, they need thoseitemsthroughout
theyear without any break. Takethe example of asugar factory. It needssugarcane asraw
materia for production of sugar. You know that sugarcaneis produced during aparticular
period of theyear. Since sugar production takes place throughout the year, thereisaneed
to supply sugarcane continuously. But how isit possible? Here storage of sugarcanein
aufficient quantity isrequired. Again, after production of sugar it requiressometimefor sae
or distribution. Thus, the need for storage arisesboth for raw material aswell asfinished
products. Storageinvolvesproper arrangement for preserving goodsfrom thetimeof their
production or purchasetill theactual use. Whenthisstorageisdoneonalargescaleandin
aspecified manner itiscalled ‘warehousing’ . The placewhere goods are kept iscalled
‘warehouse’ . The personin-charge of warehouseiscalled ‘ warehouse-keeper’.

Warehousing referstotheactivitiesinvolving sorage of goodson alarge-scdeinasystemdtic
and orderly manner and making them available conveniently when needed. In other words,
warehousing means holding or preserving goodsin huge quantitiesfrom thetimeof their
purchaseor productiontill their actual useor sale.

Warehousing isoneof theimportant auxiliariestotrade. It createstimedtility by bridging the
time gap between production and consumption of goods.

11.3 Need for Warehousing

Warehousing isnecessary duethefollowing reasons.

()  Seasonal Production- You know that agricultural commoditiesare harvested during
certain seasons, but their consumption or use takes place throughout the year.
Therefore, thereisaneed for proper storage or warehousing for these commaodities,
fromwherethey can be supplied asand when required.

(i) Seasonal Demand- Thereare certain goods, which are demanded seasonally, like
woollen garmentsinwintersor umbrellasintherainy season. Theproduction of these
goodstakes place throughout the year to meet the seasonal demand. So thereisa
need to storethese goodsin awarehouse to makethem avail able at the time of need.
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(ii)

i)

)

(i)

L arge-scale Production - In case of manufactured goods, now-a-days production
takesplaceto meet theexigting aswed| asfuturedemand of the products. Manufacturers
a so produce goodsin huge quantity to enjoy the benefits of large-scale production,
whichismoreeconomical. So thefinished products, which are produced onalarge
scale, need to be stored properly till they are cleared by sales.

Quick Supply - Bothindustrial aswell asagricultural goodsare produced at some
specific placesbut consumed throughout the country. Therefore, it isessentia to stock
these goods near the place of consumption, so that without making any delay these
goodsare made avail ableto the consumersat thetime of their need.

Continuous Production- Continuous production of goodsin factories requires
adequate supply of raw materias. So thereisaneed to keep sufficient quantity of
stock of raw materia in the warehouseto ensure continuous production.

Price Stabilization- To maintain areasonablelevel of the price of thegoodsinthe
market thereisaneed to keep sufficient stock in thewarehouses. Scarcity in supply
of goodsmay increasetheir priceinthe market. Again, excessproduction and supply
may alsolead tofall in pricesof the product. By maintaining abalance of supply of
goods, warehous ng leadsto price stabilisation.

Intext Questions 11.1

Statewhich of thefollowing statementsaretrueand which arefa se.

i)
)
(i)

Warehous ng removesthe hindrance of time.
Warehousing isnot animportant auxiliary totrade.

Theobjectivesof warehousing may beto carry over thesurplusgoods, for consumption
infutureduring the period of scarcity.

Warehousing isnot used to store the goods of seasonal nature.
Warehousingisnot useful for large scaletrading.
Warehous ng helpsin continuous production of goodsinthefactories.

11.4 Typesof Warehouses

After getting anideaabout the need for warehousing, let usidentify the different types of
warehouses.

You havelearnt that warehousing catersto the torageneeds of different typesof commodities.
Inorder to meet their requirement vari oustypes of warehouses cameinto existence, which
may beclassified asfollows.

i.

.
.
(VA

V.

Private Warehouses
Public Warehouses
Government Warehouses
Bonded Warehouses
Co-operative Warehouses
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Weshall now discusseach of these,

Private Warehouses - The warehouses which are owned and managed by the
manufacturersor tradersto store, exclusively, their own stock of goodsareknown as
private warehouses. Generaly these warehouses are constructed by thefarmersnear
ther fidds, by wholesdersand retail ersnear their busi nesscentresand by manufacturers
near their factories. Thedesign and thefacilitiesprovided therein areaccording to the
nature of productsto be stored.

Public War ehouses - The warehouseswhich arerun to store goods of the general
public are known as public warehouses. Any one can store his goods in these
warehouseson payment of rent. Anindividual, apartnership firm or acompany may
own thesewarehouses. To start such warehousesalicencefrom thegovernment is
required. The government also regul ates the functions and operations of these
warehouses. Mostly these warehouses are used by manufacturers, wholesalers,

exporters, importers, government agencies, etc.

Gover nment War ehouses-These warehouses are owned, managed and controlled
by central or state governments or public corporationsor local authorities. Both
government and private enterprises may use these warehousesto storetheir goods.
Centra Warehousing Corporation of India, State Warehousing Corporation and Food
Corporation of Indiaare examplesof agencies maintai ning government warenouses.

Bonded War ehouses - These warehouses are owned, managed and controlled by
government aswell as private agencies. Private bonded warehouses have to obtain
licencefrom the government. Bonded warehouses are used to storeimported goods
for whichimport duty isyet to be paid. Incase of imported goodstheimportersare
not allowed to take away the goods from the ports till such duty is paid. These
warehousesare generally owned by dock authoritiesand found near the ports.

Co-oper ative War ehouses - These warehouses are owned, managed and controlled
by co-operative societies. They providewarehousing facilitiesat themost economical
ratesto the membersof their society.

11.5 Characteristicsof | deal War ehouses

Inthe above section you havelearnt about different typesof warehouses. In each of these
warehouses adequate arrangements are made to keep the goods in proper conditions.
However, any warehouseissaid beanided warehouseif it possesses certain characteritics,
whicharegiven below:

Warehouse should belocated at aconvenient place near highways, railway stations,
airportsand seaportswhere goods can beloaded and unloaded easily.

Mechanica appliancesshould betheretoloading and unlocading thegoods. Thisreduces
thewastagesin handling and al so minimiseshandling costs.

Adeguate space should be available inside the building to keep the goodsin proper
order.
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Vil.

Viii.

Ware housesmeant for preservation of perishableitemslikefruits, vegetables, eggs
and butter etc.should have cold storagefacilities.

Proper arrangement should be thereto protect the goodsfrom sunlight, rain, wind,
dust, moistureand pests.

Sufficient parking space should bethereinside the premisesto facilitate easy and
quick loading and unloading of goods.

Round the clock security arrangement should bethereto avoid theft of goods.

Thebuilding should befitted with latest fire-fighting equi pmentsto avoid loss of goods
duetofire,

Intext Questions 11.2

Fill inthe blankswith suitablewordsgivenin brackets.

0)

(ii)

i)

)

Food Corporation of Indiamaintains warehouses. (government, privete,
bonded)

Warehouses used exclusively by thetradersto store there own goods are known as
warehouses. (bonded, public, private)

Licensefromthe government isnot required to start a warehouse.
(Bonded, Private, Public).

Bonded warehousesare generally found near . (industria
area, ports, commercial centers)

Goods, for whichimport duty isnot paid, arekeptin __~ warehouses.
(private, public, bonded)

11.6 Functionsof War ehouses

You havelearnt that warehouses preserve goods on alarge-scalein asystematic and orderly
manner. They provide protection to goods against heat, wind, storm, moisture, etc. and
also cut down losses due to spoilage, wastage etc. Thisisthe basic function of every
warehouse. |n addition to this, warehouses now adays also perform avariety of other
functions. Inthissection let uslearn about the variousfunctions of warehouses.

Warehouses perform thefollowing functions-

i.

.
.
(VA

V.

Storage of goods
Protection of goods
Risk bearing
Fnanaing

Processing
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Endorsement: Transfer
of any document or
instrument to another
person by signing on its
back or faceor onasdlip
of paper attached to it.
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Vi.

Vil.

Gradingand branding
Trangportation

We shall now discusseach of thesefunctions.

Vi.

Vil.

Storage of goods- Thebasic function of warehousesisto storelarge stock of goods.
These goods are stored from the time of their production or purchase till their
consumption or use.

Protection of goods- A warehouse provides protection to goodsfromlossor damage
dueto heat, dust, wind and moisture, etc. It makes special arrangementsfor different
products according to their nature. It cuts down losses dueto spoilage and wastage
during storage.

Risk bearing - Warehousestake over therisksincidental to storage of goods. Once
goods are handed over to the warehouse-keeper for storage, the responsibility of
these goods passes on to the warehouse-keeper. Thus, therisk of lossor damageto
goodsin storageisborne by the warehouse keeper. Sinceit isbound to return the
goodsin good condition, the warehouse becomesresponsiblefor any loss, theft or
damage, etc. Thus, it takesall precautionsto prevent any mishap.

Financing- When goods are deposited in any warehouse, the depositor getsareceipt,
which actsasaproof about the deposit of goods. Thewarehousescan asoissuea
document infavour of the owner of the goods, whichiscalled warehouse-keeper’s
warrant. This warrant is a document of title and can be transferred by simple
endorsement and ddlivery. Sowhilethegoodsarein custody of thewarehouse-keeper,
the businessmen can obtain loansfrom banksand other financial institutionskeeping
thiswarrant as security. In some cases, warehouses a so give advances of money to
the depositorsfor ashort period keeping their goods as security.

Processing - Certain commodities are not consumed in theform they are produced.
Processing isrequired to make them consumable. For example, paddy is polished,
timber isseasoned, and fruitsareripened, etc. Sometimeswarehouses al so undertake
these activitieson behdf of theowners.

Gradingand branding- On request warehouses a so perform thefunctionsof grading
and branding of goods on behalf of the manufacturer, wholesaler or theimporter of
goods. It also providesfacilitiesfor mixing, blending and packaging of goodsfor the
convenienceof handlingand sae.

Transportation- In some cases warehouses provide transport arrangement to the
bulk depositors. It collectsgoodsfrom the place of production and aso sendsgoods
tothe place of delivery on request of the depositors.

11.7 Advantagesof Warehousing

Warehous ng offersmany advantagesto the businesscommunity. Whether itisindustry or
trade, it providesanumber of benefitswhich arelisted below.

Protection and Preservation of goods- Warehouse provides necessary facilitiesto
thebusinessmenfor storing their goodswhen they arenot required for sae. It provides
protectiontothestocks, ensurestheir safety and preventswastage. [t minimiseslosses
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Vi.

Vil.

viii.

from breakage, deterioration in quality, poilage etc. Warehouses usually adopt | atest
technologiesto avoid losses, asfar aspossible.

Regular flow of goods- Many commoditieslikerice, whest etc. are produced during
aparticular season but are consumed throughout theyear. Warehous ng ensuresregular
supply of such seasona commoditiesthroughout theyear.

Continuity in production- Warehouse enables the manufacturers to carry on
production continuoudy without bothering about the storage of raw materias. It helps
to provide seasonal raw materia without any break, for production of finished goods.

Convenient location- Warehouses are generally located at convenient places near
road, rail or waterwaysto facilitate movement of goods. Convenient location reduces
the cost of transportation.

Easy handling- M odern warehouses are generally fitted with mechanical appliances
to handle the goods. Heavy and bulky goods can beloaded and unloaded by using
modern machines, which reduces cost of handling such goods. Mechanical handling
aso minimizeswastage during loading and unlcading.

Useful for small businessmen- Construction of own warehouse requires heavy
capitd investment, which small businessmen cannot afford. Inthissituation, by paying
anominal amount asrent, they can preservetheir raw materialsaswell asfinished
productsin public warehouses.

Creation of employment - Warehouses create empl oyment opportunities both for
skilled and unskilled workersin every part of the country. It isasource of incomefor
thepeople, toimprovetheir standards of living.

Facilitatessaleof goods- Various steps necessary for sae of goodssuch asinspection
of goods by the prospective buyers, grading, branding, packaging and labelling can
be carried on by thewarehouses. Ownership of goodscan beeasily transferred to the
buyer by transferring the warehouse keeper’ swarrant.

Availability of finance- Loans can be easily raised from banksand other financial
institutions against the security of the warehouse-keeper’ swarrant. In some cases
warehouses al so provide advance to the depositors of goods on keeping the goods
assecurity.

Reducesrisk of loss- Goodsinwarehousesarewell guarded and preserved. The
warehouses can economically employ security staff to avoid theft, useinsecticidesfor
preservation and provide cold storagefacility for perishableitems. They caninstal
fire-fighting equipment to avoid fire. The goods stored can also be insured for
compensation in caseof loss.

Intext Questions 11.3

Statewhich of thefollowing statementsaretrueand which arefalse.

0)
(i)
(i)

Thebasic function of warehousingisto storethe goods.
Thelossoccuring in awarehouseisnot borne by the warehouse-keeper.

Warehouse-keeper’swarrant can serve asasecurity for loansfrom bank.
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(iv) Warehousing helpsin continuous production and regular supply of the goods.

(v) Warehousing doesnot create any employment opportunities.

11.8 What You Have L earnt

Warehousing refersto storing of the goodson large scalein asystematic and orderly
manner from thetime they are produced until they are consumed. It removesthe
hindrance of time. Itisanimportant auxiliary to trade.

Theneed for war ehousing arisesdueto

i.  Seasonal production of goods

ii.  Seasona Demand

iii. Large-scaeProduction

iv.  Quick Supply

Continuous Production.

Vi. PriceStabilization
Private warehouses
Public warehouses

Types of Warehouses Government warehouses
Bonded warehouses

Co-operative warehouses

Characteristicsof an ideal warehouse

i.  Convenientlocation

ii.  Useof mechanicd devicesfor handling goods

iii.  Adeguate spacefor storage of goods

iv.  Coldstoragefacility for perishableitems
Protection of goodsfrom sunlight, rain, wind, dust, moisture and pests

vi.  Sufficient parking spacefor vehicles

vii. Roundtheclock security

viii.  Availability of firefighting equipment.

Functionsof war ehouses

i.  Storageof goods

ii.  Protectionof goods

jii. Riskbearing

iv.  Hnandng
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V.
VI

Vil.

Processing
Grading and branding
Trangportation

® Advantagesof warehousing

i.
i
il
V.

Vil.

Viii.

iX.

X.

Protection and Preservation of goods
Regular flow of goods

Continuity in production
Convenientlocation

Easy handling

Useful for smal businessmen
Creation of employment

Facilitates sale of goods
Availahility of finance

Reducesrisk of loss

11.9Terminal Exercise

© o N o a bk w DR

=
o

What ismeant by Warehousing?
Explaintheneed for warehousing.
Describeany six characteristicsof anidea warehouse.
Classify thevarioustypesof warehouses. Explainthem briefly.
Distinguish between public and privatewarehouse.

Explain thefunctionsof warehouses.
What ismeant by public warehouse? State any threefunctionsof apublic warehouse.
Describethe advantage of warehousesto the businessmen.

How isabonded warehouse useful for theimporters?

Warehousing isone of theimportant auxiliariesto trade. Explain thisstatement in

about 60 words.

10.10 Key to I ntext Questions

11.1 (i) True

(i) Fase
(iii) True
(iv) Fdse
(v) Fdse

(Vi) True
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11.2 () Government
(i) Privae
(iii) Private
(iv) Ports
(v) Bonded
11.3 () True
(i) Fdse
(iii) True
(iv) True

(v) Fase

(Activity For Yo@

Make acomparative statement of the functions of astore and awarehouse. How doesa
storediffer from awarehouse?

(Hints: Make comparision on the basis of Storage capacity, Storage conditions,
Ownership, Facilitiesavailable)
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