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CLIENT FEATURE

This month we are featuring one of our clients who uses our Open-To-Buy service, and does so very
successfully (which is what 1 would like for ALL my clients). For the first 4 months of this year (January
- April) his sales were down but his Gross Margin dollars are UP. By using the Open-To-Buy as it is
meant to be used, he has reduced inventory and lowered markdowns.

The actual figures, taken from his report are below:

Sales % Change: -5.3%
Gross Margin dollars % Change: +9.8%
Change in Gross Margin %: +6.2 percentage points from 39.0% to 45.2%

The owner of the store is Lee and his store is in the northeast U.S. He sells mainly casual apparel and
shoes for men, women and children and also has some sporting and outdoor goods. Some of his
vendors are: Carhart, Columbia, Rothco, North Face, Royal Robins (like Woolrich but more
sophisticated). Lee's store is unique in its merchandise mix, with 80% apparel and the other 20%
hardgoods. In fact, every store | work with is unique. Even if they sell basically the same brands, each
store is as unique as its owner.

Before | start with the details, let me give you a little background about Lee. When | asked about his
retail experience, he told me that his stepfather was in retail and he had always worked in the
store(s). Lee has worked in men's apparel stores, Van Husen outlet stores and Office Max. Before
buying his present store, he worked in it for 5 years with the previous owner while negotiating the
lease. This gave him time to work with the owner, pick his brain and see what he did right (or wrong),
and determine what he, Lee, was going to do when he owned the store. So, although it may have been
frustrating, it was a good situation for Lee. He has owned the store now for 10 years.

He keeps up with his sales plans and stock turn rates and makes adjustments frequently so he
experiences the greatest benefits from his Open-To-Buy. A comment Lee made to me was he feels
much more knowledgeable about his store now than he did when he was being spoon-fed plan revisions
by his previous Open-To-Buy service.
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Besides using the Open-To-Buy, another reason this retailer has a much better Gross Margin is that he
has taken our advice and is now starting out with a higher markup when he brings in new
merchandise. No more standard 50% markup for his store. As Lee said, "You have to charge what the
market will bear. I've turned into a margin maven. You have got to get it [gross margin] where you can
get it and as long as it's a quality piece of goods and you can sell it at that price, do it." You have to
make as much as you can on what you can to make up for the purchases where you have made a
mistake or consumer taste changes and you end up having to sell it at cost or lower. (By the way,
selling goods at the cost amount the vendor charged you means you are actually selling it at less than
cost after you factor in your time to go to market, place the order, receive it, mark it, etc.)

When Lee purchased the store, he was astute enough to know that he needed to use an Open-To-Buy
to help him manage his inventory. Before starting with The Retail Management Advisors Open-To-Buy
service, Lee used another well-known national Open-To-Buy service. He said he worked with them for a
little while but did not like the rep so quit. He then tried some programs he found and purchased on the
Internet that did not work. In time, he went back to the original Open-To-Buy service he had
before. The representative he worked with this time had a great personality and was knowledgeable,
but Lee knew he was paying too much. He felt he was paying to have someone come to his store and
read his reports to him and tell him what to do. He also explained that he kept hearing the same
suggestions month after month. That was when he found The Retail Management Advisors and decided
to try our service.

When Lee first called me, he told me he was currently with this other Open-To-Buy service. At that
time he had 20 classes under Open-To-Buy control and was paying $2,000 a month. He wanted to split
out some of his classes so the Open-To-Buy would be better defined and more useful, but that
service wanted $3,000 a month for 45 classes. For comparison, with The Retail Management Advisors,
he is paying less than $400 a month for 44 classes.

Part of the reason our fees are lower is that there is no monthly store visit included, although store
visits can be easily arranged if desired. Another reason is that we try very hard to keep our overhead
low so we can help more retailers. We also do not plan our clients' sales for them, believing that no one
is in a better position to know what the store is capable of doing than the person who is there every
day and has shopped the market for available merchandise appropriate for their store.

Given his background, Lee felt he needed the "numbers crunched" and "someone to look over his
shoulder,” but not someone to charge him a lot of money to read his reports to him. He says he found
what he was looking for with The Retail Management Advisors. He explained, "It works great to get
your letter on top of everything and see all the numbers. | [can] zap an email and get a response
because | did something stupid or I'm wondering if I'm doing it right and all that. That's exactly the
way it works great for me. It's very helpful that you write that [monthly] letter because there's stuff in
there that | don't think to look at. It's important to have somebody to ask questions . . . about my
retail math, [etc.]. It works well for me and the net result is I'm sticking with it, and the store is
performing better. So, the proof's in the pudding. How the Open-To-Buy is set up now for my store
works."

As to placing orders and revising them Lee said, "l drive the vendors nuts because | change stuff so
much but it's too bad. That's just my business and they can do business with me or they can not. I'll
find somebody else. | drive them nuts and they all know that I'm really into the Open-to-Buy
thing. They know when they take the pre-season orders there's going to be revisions and frankly a lot
of them call me and they say, 'l wish all my customers would write business like you do because you're
on top of it. We trust that you're on top of it." With North Face, for example, [they say,] 'we know
there's going to be some changes but we know when business is good, you're going to be on top of it
and we're going to get orders. And when business is bad, we know it and we should expect that things
get trimmed.""

If you are using an Open-To-Buy but not seeing these results, it may be that you are not really using
the Open-To-Buy properly. You, the store manager / buyer must review the numbers every month and
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make sales plan revisions as needed to keep the plans on the Open-To-Buy in sync with reality. Then,
you must stay within your Open-To-Buy budget. It can be done, as Lee has shown with his results.

Through hard work, diligence and confronting the ever-changing details, Lee's store is continuing to do
well in this time of economic slump. Is yours? Maybe we can help. Give me a call or send an email to
LC@the-retail-advisor.com so we can discuss your situation.

SALES PROMOTION TIP

I have noticed in the past month or two that grocery stores are making offers such as, buy "this" and
get "that" free or even buy "this and this" and get "that and that and that" free. For example, buy 2
pounds of bananas and % gallon of ice cream and get for free, chocolate sauce, whipped cream and
maraschino cherries. Another example, is to buy frozen fish fillets and get tartar sauce free. Since a
number of different stores are using this, | assume it is working.

Has anyone tried this in their store? For example, buy a suit (at regular price) and get a shirt and tie
(or 2) free. Or for a women's store, buy a dress or skirt and blouse and get a free accessory (necklace
or earrings). For a shoe store you could offer a free purse with the purchase of a pair of shoes.

The advantage to you, the retailer, is that the merchandise you are selling is sold at regular price which
keeps the perception to your customers that this is quality merchandise and may keep them from
asking for discounts. The benefit to the customer is that they get something "free", which is hard to
pass up. (Just a short note on record keeping. This type of a sale would be recorded as a sales
discount, not a markdown.)

If you have tried this in the past, or if you try it now, please let me know the outcome so | can report it
in a future newsletter.

QUOTE OF THE MONTH
"The three great essentials to achieve anything worth while are, first, hard work; second, stick-to-
itiveness; third, common sense."

*Thomas Alva Edison (Most famous American Inventor who, singly or jointly, held a world
record 1,093 patents. In addition, he created the world's first industrial research laboratory.)

OPEN-TO-BUY SERVICE
Control your inventory and increase profit with TRMA's Open-To-Buy Service starting at just $300 a
month.

It is critical for the retail store that inventory be controlled so there is not too much or too little. We
have been providing this service to retailers for many years, and at a price even the smallest retailers
can afford.

For more information, call us toll free at 1-877-206-1299, visit us on the web at http://www.the-retail-
advisor.com/open-to-buy.html, or send an email to LC@the-retail-advisor.com.

TELE-SWAP GROUPS

Join a Tele-SWAP Group to talk to other retailers like yourself!

There are so many retailers around the country who are isolated because they are a small independent
retailer. This service gives you an opportunity to talk with others in a similar situation without having to
worry about giving away any information to your competition. Get the help and advice you need to be
more successful without having to leave your store.
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If you would like to discuss issues with retailers who are similar to you, but far enough away they are
not competitors, visit us on the web at http://www.the-retail-advisor.com/peer_groups_tele-swap.html.
Send an email requesting an application. Once | get your application | will contact you about joining a
group to take part in a monthly one-hour teleconference call. The biggest commitment will be the one-
hour a month for the call. The cost is minor at just $180 for a 6 month commitment (just $30 a
month).

RETAIL JOB DESCRIPTIONS

Well thought out and developed job descriptions should be the documents you use as a basis for
interviewing and hiring new employees and also for making sure your employees are doing their job as
it should be done. To help you with this time-consuming project, TRMA has developed very detailed job
descriptions for almost all positions in a retail store in WORD so you can easily copy them to your
computer and personalize them to your unique situation. The job descriptions are available on CD for
only $25, including shipping. For a detailed list of jobs, visit us on the web at http://www.the-retail-
advisor.com/job.html.

EMPLOYEE THEFT DIRECTLY CAUSES 1 OUT OF 3 BUSINESS FAILURES
Studies have shown that almost half of all your store's shrinkage is due to employee
dishonesty!

If you can reduce shrinkage by 1% that is an additional 1% of profit for you. As the owner it is your job
to provide the procedures, checks and balances to keep your employees honest. Also, consider that as
our country plunges into this recession, normally honest people may become desperate. Financial need
is one of the main reasons given for attempting theft from an employer. Make sure you are doing all
you can to help avoid temptation before it strikes.

As a former controller for a 5-store chain of family apparel stores and with my experience working with
retailers around the country as a retail management consultant | have developed a manual to help you
with this. It is our "Internal Control Manual™ that covers all aspects of a retail store's operations. It is
set up in an easy question and answer format where a Yes answer means things are OK and a NO
answer means you may have a problem that needs further checking.

To get a copy for your store, for just $95 shipped Priority Mail, visit our website at http://www.the-
retail-advisor.com/internal_controls.html.
Do not wait until you discover that a trusted employee has stolen $70,000 from you (like a retailer |
know had happen to him last year). Take steps now to make sure your merchandise and cash are as
safe as you can make them. Do not delay.

WHAT WE DO . ..

Monthly Open-To-Buy Service

Open-To-Buy Implementation on Your System (if available)
Merchandise Performance Evaluation

Shrinkage Control

Development of Incentive Plans

Development of Job Descriptions

Seminars On Retail Subjects

Financial Analysis

Financial Budgeting and Cash Flow Projections
Computer/POS System Evaluation, Selection, Usage
Policy and Procedure Development

Lead Tele-SWAP Groups (Share With A Peer)
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