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Enhancing Revenue
Through Process
Improvement

LEVERAGING PROCESS EFFICIENCY AND EXECUTION
TO DRIVE SALES GROWTH IN THE RETAIL INDUSTRY

Every retailer in the world is looking for ways to enhance
revenue. It is an increasingly harder feat. Investors want to
see consistent positive sales growth, consumers expect low
prices and good service, and new competitors are always
entering the retail space.

For many years, retailers believed that the most reliable
path to new revenue was a mix of marketing and mer-
chandising. They assumed — with little evidence — that
growing customer count or basket size was driven solely
by remarkable leaps of innovation or expensive advertis-

ing campaigns.

While innovative approaches to marketing are undoubt-
edly valuable, SSA & Company’s experience on hundreds
of projects has shown that retailers often fail to take
advantage of the revenue sources already within their
grasp: fixing basic operational process issues that get

in the way of selling more product. These process issues
come in many forms: out-of-stocks, incorrect product
mix, poor display design and execution, improper labor
scheduling, and so on. All of these issues are familiar

to retailers, but most merely treat them as headaches

to be solved. Yet we have found that retailers who

focus on ineffective and inefficient processes at store
level can dramatically increase revenue and improve

the customer experience.

There are three primary reasons why retailers fail to
address operational process issues that impede sales:

@ Misunderstanding of the financial impact
g Lack of robust root cause analysis

a Rigid functional silos that prevent a holistic
view of the business.

Basic Problems, Huge Financial Impact

A major US grocery retailer was experiencing a year-over-
year sales decline of 5% in a group of 200 butcher block
departments. Believing that the decline was primarily due
to consumers purchasing more prepared food products,
the business began investing significant time and
resources to change the mix of product offered in the
department. At the same time, SSA & Company
conducted an analysis of the company’s declining sales
and concluded that the source of the problem was far
more basic: the department did not have enough
associates scheduled or available during peak shopping
hours. Customers frequently found themselves waiting in
long lines, and even experienced times when no associate
was present at the counter to help them.

The discovery that labor scheduling and monitoring was a
major source of lost revenue startled company executives.
Many of them struggled to believe that labor manage-

SSA&COMPANY
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ment issues could have such a dramatic impact on sales.
Yet the data and analysis demonstrated conclusively that
stores with declining meat department sales kept
customers waiting longer than stores with stronger sales.
In the declining sales stores, customers apparently walked
away, impatient with the long lines. The theory that there
were not enough people working the counter at peak
times was reinforced by video tape showing associates
cleaning the product case or working in the back cutting
room rather than serving customers during peak sales
hours. Statistical analysis of the company’s butcher block
employee data also proved that other potential factors

for poor sales, such as the experience level of associates,
did not have a significant impact on revenue. In short,
labor scheduling and adherence to the schedule were the
largest contributing factors to the sales decline.

In response to this discovery, the company shifted workers
from slower sales periods to the busiest sales hours
and created reporting mechanisms to ensure compliance.

SSA&COMPANY

Asaresult, the number of pounds of product sold

in the department increased by nearly 14%, or an annual
sales lift of $360,000.

At first, we believed that this poor oversight of labor
management was just an isolated case at a single retailer.
Yet in dozens of businesses, we have found the failure to
scrutinize routine processes results in significant lost
revenue. Since these inefficiencies can occur in hundreds
or even thousands of stores every day, small problems can
create big revenue opportunities.

Finding the Root Cause
of Operational Failures

The difficulty most retailers have in resolving operational
issues that impede sales is conducting a thorough root
cause analysis. Because revenue can be impacted by
numerous factors including competitor activity, pricing,
product selection —even weather —determining the
factors that are having the greatest impact on sales can be
extremely complex. To help retailers gain clarity about the
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real issues that impede sales, SSA & Company developed
a statistical methodology to examine all of the processes
a retailer relies on in conducting sales. Using robust
analytics, we can determine the impact of various factors
on revenue and test assumptions about the sources

of a sales problem.

Too often, even experienced retailers exert tremendous
money and energy ﬁxing problems that are, in reality,
not the root cause of their sales problems. They rely on
anecdotes, casual observation, or employee opinion,
rather than data, to analyze their sales performance.
Others use only surface-level data and simple equations
when analyzing complex issues such as revenue. But
age-old metrics of prior sales, gross margin, sales per
square foot, etc. do not give retailers sufficient insight into
the real problems occurring in their business. As a result,
a trial and error method is often employed, offering little
financial gain and creating frustration among store
operators who must execute countless new programs

without the benefit of improved sales.

SSA & Company’s statistical methodology is different.
We use robust data and analytics to determine root cause
and identify cause-and-effect correlations. This means we
collect and analyze data that is often overlooked or not
readily available, particularly at store level. Believe that

out-of-stocks are causing your revenue loss? Improper

7

P
2

§.2% SALES INCREASE

A large grocery retailer found that frozen pizza

sales in three districts were not meeting expectations.
The retailer was confused because it had made a
concerted effort to ensure that its stores had a variety
of different pizzas and plenty of shelf space to display
them. SSA & Company worked with the retailer to
analyze both the stores’ inventories and its customers’
purchasing habits. To the retailer’s surprise, we found
that while stores had sufficient shelf allocation for
frozen pizza and offered substantial variety, they did
not carry enough of the varieties customers purchased
most, resulting in a high number of out-of-stocks.

To address the issue, the company modified its shelf
allocation to increase the amount of high-moving
items on its shelves. This change resulted in a

5.2% improvement in frozen pizza sales, generating

$200K in additional revenue annually.

product mix? Poor display execution? We can help

prove —or disprove — such theories by gathering and
analyzing the data. As a result, we can tell you what’s really
happening in your business and help implement changes
that will have a significant and lasting effect on revenue.

Breaking Down Functional Barriers

When it comes to sales, everyone in retail wants more.

As a result, both merchandisers and store operators try to
find every opportunity to make an impact. Too often,
though, these good intentions go awry when decisions are
made within rigid functional silos. For example,

SSA&COMPANY
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a merchandiser might believe a sales decline in a particular ~ and work collaboratively can result in not only failing
category is due to competitor activity, and therefore to solve the problem, but potentially making it worse.

a decision might be made to lower prices to be more

competitive. If a thorough analysis were conducted, SSA & Company’s methodology brings representatives

however, and the merchandiser worked collaboratively of impacted functional areas together to work collabora-

with store operations and the vendor, the retailer might tively to discover root causes and identify solutions.

find that the most significant issue is operational in This approach not only ensures the right improvements

nature, such as key items within the category being outof 3¢ !™MP lemented, but that associates throughout the

stock. Without this data, the merchandiser might reduce business buy in to the change. This combination of robust

the price, resulting in lower gross margin and little to no analytics and strong business involvement enables

improvement in sales. In short, the absence of a method- aholistic look at revenue and how best to influence

ology that forces employees to look across the business its growth.
A New Way to Think About
14% REVENUE ENHANCEMENT Revenue Enhancement

o Increasing revenue can be a complex challenge for
Poor communication between vendors and stores . .
. . retailers. By focusing on the sales processes that they have
is a problem often overlooked by retailers, and one . ]
o . come to rely on, analyzing the data behind those process-
that can significantly impede sales. For example, a . . ) .
. . L es, and working collaboratively, companies can discover
large grocery retailer found that it was not meeting its . .
> . . and resolve issues that were previously unknown or
national brand cookie and cracker sales targets in a . .
) . misunderstood. As a result, retailers can find new and
region of 200 stores. Despite repeated efforts .
untapped sources of revenue that can have a significant

to solve the problem, no progress had been made.

SSA & Company worked with the retailer to gather
data that had not previously been analyzed, including

and lasting impact.

detailed store-level information regarding ordering, 25584 @ Cmripmmp eerecammtedl@idlfing

delivering, and stocking procedures. Through this . . . .
our clients achieve sustainable performance improve-

analysis, it was discovered that store management .
ments through our unique approach to revenue

rarely communicated with the cookie and cracker
enhancement. To learn more about our methodology

vendors who stocked product on store shelves. .
and the results we can deliver to your company,

Vendors were often not made aware of promotional . .
please contact our President, Dave Niles, at

activities, display locations, and product variety dniles@ssaandco.com.
needs. This resulted in many stores not having the

right variety and quantities to meet customer

demand. To address the issue, the company imple-

mented regular communication mechanisms between

vendors and store department managers to better

align product availability with customer needs.

This improvement resulted in a 13.7% improvement

in cookie and cracker sales, resulting in $895K in

additional revenue annually.
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