
DISADVANTAGES OF PERPETUAL INVENTORY

Businesses choose between perpetual and periodic inventory systems. Many businesses opt to implement a perpetual
inventory system.

Employees need to know how to operate the various scanning equipment. Theft If theft is not detected or
arrested at the point of exit of such items from the warehouse or stores, it will remain unaccounted for.
Advantages of Periodic Inventory System: i Much time and even labor costs are saved as continuous records
need not be maintained. The absence of any type of inventory control in business would lead to utter chaos in
the receiving, stocking, and sales of the items, which are an integral part of the company. It helps to detect the
theft, wastage and leakages of materials due to continuous taking. Moreover, the entry is made on bin card
after every receipt or issue of materials and the balance is adjusted. The issue that would trouble such a system
being in place is when an item is lost for any reason or other. In this system, the quantity of inventory of every
item of merchandise can be known every day. Proper control over stored merchandise is possible. There are
more of the latter rather than of the former hence employing it would be more advantages. If any discrepancy
is detected, corrective measures can be taken in proper time finding out its causes. This provides a continuous
record of the inward and outward movement of goods, so that the quantity and book value of the inventory
which ought to be on hand may be seen by inspection of the record; in other words, a perpetual balance of
inventories on hand is kept. But nowadays using computer and electronics scanner almost all business
organizations follow this method. This may significantly affect profits and net worth. It creates a moral check
upon the storekeeper. They have different meaning. High Cost of Implementation Unlike the periodic
inventory system, the continuous inventory system cannot be maintained manually. Advantages of Perpetual
Inventory System As merchandise stock is restricted to a certain limit the additional investment of capital is
not required, This is a complete and dependable verifying method over the store. Greater Complexity Another
disadvantage of using the continuous inventory system is that it requires businesses to offer additional training
to each of their employees because of the complexity of the system. Disadvantages of Periodic System: i As
inventory take generally involves additional time, cost and disruption to normal business routines. With this
knowledge, they can adjust their inventory levels for the next period accordingly. The value of lost, stolen or
spoiled goods therefore is difficult to ascertain.


