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discuss and explain how to set upan inventory
system using a manual bookkeeping system and a
computerized bookkeeping systems highlighting
the benefits and drawbacks of each

Manual bookkeeping suits small-scale inventory tracking, while computerized systems handle
larger operations efficiently. Each method involves distinct setup steps, with trade-offs in cost,
accuracy, and scalability.

Manual System Setup

Start by creating physical ledgers or spreadsheets divided into sections for items, quantities,
costs, and dates. Record incoming stock with purchase details and outgoing items via sales or
usage logs, then perform regular physical counts to reconcile totals. Use simple tools like
notebooks or printed sheets for categorization by location or type.

Benefits and Drawbacks

Manual systems cost little upfront and give hands-on control, ideal for tiny businesses. However,

they rely on human entry, leading to errors, slow updates, and difficulty scaling as inventory
grows. 112

Computerized System Setup

Choose inventory software like QuickBooks or dedicated tools such as Fishbowl, then input initial
stock data via barcode scanners or bulk imports. Set up automated alerts for low stock,
integrate with sales systems for real-time updates, and run periodic audits to verify accuracy.
Train staff on the interface and ensure backups for data security.

Benefits and Drawbacks

Computerized systems provide real-time tracking, reduce errors through automation, and offer
analytics for forecasting. Drawbacks include high initial costs for software and hardware, plus a
learning curve and dependency on tech support.Iélleﬂl
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Step by step checklist for setting up a manual
inventory system

Setting up a manual inventory system relies on physical records like ledgers or printed sheets for
accurate tracking without software. Follow this step-by-step checklist to establish one efficiently,
drawing from standard small-business practices.mlm“El

Preparation Steps
e Gather supplies: Obtain notebooks, ledger books, printed templates, pens, and calculators
for basic recording.

e QOrganize your space: Label shelves, bins, or storage areas clearly by category, location, or
item type to simplify counting.

e List all items: Create a master inventory sheet with columns for item name, description,
SKU/code, location, unit cost, reorder level, supplier details, and initial quantity.[Elml

Initial Inventory Count
e Schedule a full count: Choose a low-activity time, like after closing, and shut down sales to
freeze stock levels.

e Count systematically: Divide space into zones (e.g., aisles or categories); count one zone at
a time, using two people for verification on high-value items.

e Record counts: Enter quantities directly on your master sheet or separate count sheets,
noting any damaged, expired, or missing items. 121

Daily Transaction Logging

e Set up transaction logs: Create separate sheets or pages for inflows (purchases/receipts)
and outflows (sales/usage), with date, item code, quantity, cost/unit, and running balance
columns.

e Log entries immediately: Record every receipt or issue right away; calculate new balances
manually (e.g., prior balance + in - out).

e Categorize entries: Use consistent units (e.g., each, case, weight) and note reasons like
"sold" or "used" for traceability. 13l

Reconciliation and Maintenance
e Perform regular audits: Weekly or monthly, recount samples or full stock and compare
against logs to spot discrepancies.

e Review and reorder: Check against reorder levels; place orders when needed and update
logs upon receipt.

e Archive and backup: File completed sheets chronologically; photocopy or scan key records
for redundancy. [121
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