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PREFACE

Thirty-some years ago, I spent my junior year abroad studying Danish and
English literature at the University of Copenhagen. During the long, dusky
Danish winter days, the lights of Copenhagen’s specialty shops cast an
inviting glow out over the dim sidewalks. With idle hours to fill between
university classes, I often succumbed to the lure of fine design and friendly
European service, wandering from shop to shop along Copenhagen’s
winding pedestrian streets. As I browsed through displays of colorful
handcrafts, candles, flowers, and furniture, I imagined someday creating a
welcoming haven full of well-designed products back in America.

I never envisioned rivaling Sears or Wal-Mart. Their bottom-line ori-
ented style of retailing held no appeal for me. Nor was it my dream to be
at the helm of a fleet of twenty-five stores, with employees I’d never met
and managers who reported to the home office via computer.

My vision was much simpler: to create a shop that would sell mer-
chandise to enrich peoples’ lives, through form, function, tradition, or
amusement. I wanted to market this merchandise in an environment that
would be pleasurable for customers and staff alike—a shop I would look
forward to going to every morning at 10:00. (The fact that retailers don’t
have to report to work at 8:00 A.M. was a real plus, in my mind.) If I could
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create meaningful employment, give back to the community, and make a
living at the same time, I would consider my shop a success.

After returning to the United States to get a master’s degree in Scan-
dinavian Studies at the University of Wisconsin, I found myself ready to
think seriously about owning a store. Unfortunately my work experience
was limited to journalism and dental assisting, so I applied for a job at a
Scandinavian furniture store here in Madison, Wisconsin. The store had
no opening in sales, but the owner was willing to hire me to tutor her in
Danish until a job came up. And the perfect one appeared just a few weeks
later; managing her new campus branch store. To my surprise, I was of-
fered the position, despite an appalling lack of experience. 

We opened the campus branch of Bord & Stol (Danish for “Table
and Chair”) in October of 1974. The store carried furniture, housewares,
and gifts from Scandinavia. I thought our first day of business was a great
success, but on the second day our first customer returned the expensive
chair he bought the day before, resulting in a negative sales figure. Things
could only get better!

Sales throughout the Christmas season were strong, but after the first
of the year, this branch store began to compete with the main store for the
limited cash available to fund its inventory. Suppliers stopped shipping to
us, and it became clear that the branch would not survive for long. My
husband Dean and I decided to buy the business, and on May 1, 1975, we
renamed it Orange Tree Imports. My dream of owning a shop had come
true.

Between the two of us, we brought to the business world under-
graduate degrees in German, English, and Danish, and my master’s in
Scandinavian Studies. Neither of us had ever taken a business course, al-
though at the time Dean was working for his father selling packaging ma-
chinery. He kept that job for the first year or two of Orange Tree Imports,
quitting it only when we knew that the store could support us both. Even
before that time, he would walk over to the shop with a hot lunch of
grilled cheese sandwiches and soup for us both, and stay to help until he
finally had to tear himself away to go back to his home office. Shopkeep-
ing was a lot more fun than making sales calls.

Our store gradually grew from three employees to three dozen, and
tripled in size as we put on a new addition in 1980, then connected with
the store next door in 1986. (We also added to our family, putting a little
red crib in the upstairs office, first for Erik and then Katrina.) We ex-
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panded our merchandise mix from the basics of Scandinavian-influenced
home accessories and kitchen supplies to include toys, jewelry, soap, sta-
tionery, seasonal decorations, candles, candy, cards, gift wrap, glassware,
and garden gifts. We opened a cooking school to promote our cookware
and kitchen gadgets, and not long after that accepted an award at the
Plaza Hotel in New York for promoting sticker collecting. This diversity of
product mix is, I think, one of the keys to our longevity.

When we started Orange Tree Imports in the early 1970s, I was only
23 and didn’t know a thing about return on investment or business ratios.
But that didn’t matter, because profit did not interest us at all—until the
year we didn’t have one. 

We had been lucky enough to start our store in prosperous times,
and we grew steadily and had been profitable, in a modest way, almost
from the start. But in the mid-1980s, things got tougher. There were too
many retail stores in the Madison market, and our sales leveled off. Ex-
penses, unfortunately, did not. Without a profit, the business could not
continue to grow, and eventually might cease to exist. We would no longer
be able to sell wonderful products, please our customers, create a mean-
ingful workplace for our staff, play an active part in our community, and
make a living. Suddenly the bottom line became very important.

We were fortunate to have an excellent office of the Small Business
Development Center (SBDC) in Madison. The people there helped us see
that we really did know a lot about retailing—lessons learned through trial
and error during our first years in business. They also taught us some
things we didn’t already know. We were able to survive the crisis, and to
turn Orange Tree Imports around. 

In honor of Orange Tree Imports’ twentieth anniversary, I decided to
share some of the ideas we learned from the SBDC, from our own years of
retailing, from our energetic and enthusiastic staff, and from many other
shopkeepers by writing Specialty Shop Retailing. It was my hope that those
who were in the startup stage would find the information in the book
helpful in creating an innovative new specialty store, and that those who
were already retailers would be inspired to try some fresh ideas.

The response to the first version of the book has been most gratify-
ing, with letters and e-mails arriving from retailers all over the United
States, and even Canada, Europe, and New Zealand. Several readers have
made the trip to Madison to visit, including an entire busload of business-
people from Japan (some of whom carried the book all that way to get it
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signed). I am delighted that the book’s reception warrants a new version
because updating the previous version gives me the opportunity to share
the latest innovations and ideas.

Many important changes in retailing are reflected in this version.
Shopping habits have changed slightly in recent years, with less emphasis
on price and more emphasis on efficiency. As Leonard L. Berry said in the
Harvard Business Review (April 2001), “People’s most precious commodity
in the modern world is time and superior retailers do everything they can
to save as much of it as possible for their customers.” Whereas specialty
shops once tried (somewhat in vain) to compete on price with discounters,
they now have to compete with the efficiency of one-stop shopping at so-
called big-box retailers. Only by offering excellent service and speedy pro-
cedures can specialty retailers make the shopping experience pleasurable
and timesaving enough to attract customers.

The existence of the Internet is another change; one that presents
many new opportunities for retailers, both for finding wholesale sources
and for selling to the public in a wide trading area. It is also a threat, pro-
viding additional competition that is not limited to your store’s locale. In
the late 1990s, I remarked with some surprise that a small retailer “even
had her own Web site.” Today it is assumed that all stores have a Web site,
so I’ve tried to include many ideas for using the Internet to your advan-
tage—as well as helpful Web sites that will provide you with the answers
to many small business owners’ questions.

These Web addresses are included in the Resource Guide—new to
this version of Specialty Shop Retailing—which, at the suggestion of a reader,
I’ve organized into topic headings so you can easily find the specific help
you need. I took the suggestion of another reader to include a start-up
checklist in Chapter 1 that I think you’ll find helpful.

An additional change in the retailing environment is the extremely
low unemployment rate existing in many parts of the country, especially
in the retail sector. Finding and retaining good employees is more of a
challenge than ever before. I’ve always believed that our participative
democracy approach to management at Orange Tree Imports is a key to
our longevity, and it is one of the ideas I am most proud of being able to
share with you.

Since the original publication of the book in 1997, our son Erik has
left for college, and our daughter Katrina will follow in his footsteps in a
few months. I don’t know if they’ll ever take over Orange Tree Imports,
but it’s a joy to have them on the staff when they’re at home. Although
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they have from time to time expressed an interest in working elsewhere, I
like to remind them that running a family-owned business is like operat-
ing a family farm—and that with 2 percent unemployment, they should
think twice about trying to find someone else’s cows to milk.

Like the family farmer, I find that my passion for my work is what
has kept me going through tough economic times. Sales have mostly been
steady, but haven’t increased, and we have gone for months with a man-
agerial position vacant because of a lack of candidates. We have to tend to
our expenses diligently, and worry that some (like health insurance) are
rising precipitously. We schedule our staff carefully to try to make efficient
use of our payroll dollars, since wages have risen steadily. We try to watch
our inventory levels and to take early markdowns on slow-moving 
merchandise.

On the bright side, we currently have a wonderful staff, a thriving
cooking school, and a newly remodeled checkout area (based on customer
feedback in a survey conducted by University of Wisconsin School of Busi-
ness graduate students). We still don’t do everything perfectly, but we try
every day to do things better than the day before.

If you find yourself in Madison, I do hope you’ll visit our shop.
We’re just down the street from the University of Wisconsin stadium. Let
me know if you’re coming, and I’ll try to make time to share a cup of tea
and talk with you about your store. If you can’t come to Madison, I’d love
to get an invitation to your grand opening or to hear about ideas you may
have for future revisions of this book. Our address is Orange Tree Im-
ports, 1721 Monroe Street, Madison, WI 53711, and you can find us on the
Web at www.OrangeTreeImports.com.
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1

GETTING
STARTED

I firmly believe retailing is the most exciting and creative field of small
business today. Nevertheless, when budding entrepreneurs approach me
for advice about starting a store, the first thing I do is try to talk them out
of it. There are, of course, many good reasons not to open a store: the risk
of losing everything you own, the fact that discounters are beginning to
dominate the marketplace, competition from the Internet, the high per-
centage of new store failures. If no amount of arguing can deter a potential
new retailer, I know that he or she has the determination and enthusiasm
necessary to beat the odds and run a successful business.

We all start with a dream. Yours may be that you want to share mer-
chandise you love with customers or that you’ve always wanted to be your
own boss. Perhaps you’ve talked to friends about building a business to-
gether, or you’ve seen a wonderful storefront that inspires your creativity.
Turning your dream into reality starts with a marketing study and business
plan to find out if your idea is economically feasible. Once you’ve opened
the doors to your store, the challenge is to keep your vision alive while cop-
ing with the day-to-day duties of running a business. The better your
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preparation is before opening, the less likely you are to let your dream be
overwhelmed by the challenges you face once your store is launched.

MARKET RESEARCH

Retail chains spend thousands of research dollars before deciding on a
new store location, but many novice retailers determine the location and
merchandise mix of their first store without paying much attention to
whether there is an adequate demand for what they will be offering in the
area the store will be serving. “Market research” may sound complicated
and expensive, but it is something you can do on your own simply by ask-
ing as many people as possible whether they think there is a ready market
for your type of merchandise, at the prices you would need to charge. If
the answer is yes, the next question to ask potential customers is where
they think they would go to shop for this merchandise. Their answers will
help you determine your best location.

Start informally, with family and friends. Tell everyone you know
about your idea, and solicit their suggestions. Listen to what they say, and
use this information to refine your concept before expanding the research
to include your target customers.

Two women once came to see me about an idea they’d had for an in-
novative way of marketing jewelry to rural Wisconsin women. When I
asked if they had actually spoken to any rural Wisconsin women to see if
they were interested in a new source for jewelry, one of the potential en-
trepreneurs exclaimed, “Wow, this is reality!” Reality is a good place to
begin when you are considering investing your time and money in a new
retail venture.

Talking to a Focus Group
Focus groups can be very helpful in determining the direction your

business should take. Invite a group of ten or twelve people with a poten-
tial interest in what you’ll be selling to come together in a quiet setting and
respond to a few simple questions. For example, for a quilting supply
store, you might ask:

• Where do you currently buy fabric?
• Are there any types of fabric you can’t find in this area?
• What price range do you look for in fabric?
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• Where would you like to go to shop for quilting supplies?
• What special services would you want a quilting store to offer?
• Do you think quilting is increasing or decreasing in popularity in

this area?

You might want to tape-record the discussion so that you can review
every detail later. Be sure to reward those who participate in your focus
groups with a small gift. If you decide to go ahead with your business
plan, send focus group members a special grand opening invitation and a
gift certificate.

After your store has been open for some time, a focus group of cus-
tomers can help you determine how well you are meeting your shoppers’
needs. We occasionally use a voluntary “customer council,” made up of a
dozen or so of our best customers, to help us refine our customer services
and merchandise selection.

Checking Out the Competition
Competition isn’t always a reason to avoid going into business in a

certain area; after all, McDonald’s and Burger King frequently build
restaurants very near each other, though only after determining that there
is enough business there for them both. Customers like having choices,
and certainly having several antique stores in one block will draw more
customers than one antique store will, providing there is a large enough
market in antiques to support them all.

How do you determine market size? Demographics, which are sta-
tistics relating to the population of an area, can be very useful. The larger
the population or number of visitors, the more shops the area can support.
The higher the per capita income, the higher the price of merchandise the
shoppers can afford. Check to find out whether the area’s population is
growing or declining.

Sources for demographic information include the local chamber of
commerce, the Internet (where you will find the latest census data posted
on the www.census.gov Web site), and also your potential landlord. Real
estate development companies usually have information about the cus-
tomer base for the areas in which their properties are located. 

In addition to studying the statistics, look at the existing shops. What
type of merchandise do they sell? Are they prospering? Talk to the shop-
keepers. Explain that you are thinking of opening a store in the area and
hopefully you’ll get an honest answer when you ask, “How’s business?”
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Market size also determines how narrow your niche—that is, the
shop’s focus—can be. In a popular tourist area, such as Pier 39 in San Fran-
cisco, shops can succeed featuring nothing but magnets, or music boxes, or
items with hearts on them. With thousands of potential customers walking
by each day, there is a good chance that an adequate number will be in-
terested in a certain category of merchandise. In a small town, the only vi-
able retailer may be the general store, with as broad a mix of merchandise
as you can imagine. Don’t make the mistake of opening a highly special-
ized store in a small market. If only 5 percent of the population is likely to
be interested in your merchandise, a town of 10,000 will yield a maximum
of only 500 potential customers—fewer than 2 a day. Niche retailing is a
viable way to compete with discount stores in prosperous areas with a
large resident or tourist population, but diversity works best in more lim-
ited markets.

The Threat of Discounters
Should you open a store that will attempt to compete head-to-head

with a discount giant? These stores are often referred to as big box retailers,
in reference to their exciting architecture. But some of them are called cat-
egory killers, and these are the ones you have to watch out for. Toys “ ” Us,
for example, is considered a category killer in the toy market, and several
supersized bookstores are similarly threatening the viability of small
bookshops. If you want to compete with these giants, look for a location
that is not too near them but is still convenient for your potential cus-
tomers. If your store is in an area with a large customer base, you might
choose to focus your merchandising on a specific market segment not well
served by the other stores, stocking, for example, exotic woods and special
hand tools for the avid woodworker not available at the big building sup-
ply store down the street. Offer a wide selection of products in such cate-
gories, and make sure your employees are extremely knowledgeable
about your merchandise. To offer services and merchandise that the big
guys don’t, you’ll need to shop them constantly and be aware of what
they are doing. Plan to cultivate a loyal customer base by stressing excel-
lence in every aspect of your store’s operation.

General discounters leave many gaps in their merchandise mix, of
which a good specialty shop retailer can take advantage. Shoppers often
prefer the careful merchandise selection and personalized service of a
smaller shop, as long as the location and store hours are convenient. Try to

R
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find out what the shoppers in your area are looking for. Your chances of
retail success are much greater if you provide something your customer
base needs or wants and can’t easily get anywhere else.

Starting Small
Opening a traditional retail store isn’t always the best way to test the

market for your store concept. Consider getting some feedback from the
buying public by first leasing a pushcart (Figure 1.1) or freestanding kiosk
at a large mall. These small retail ventures often receive special support
and encouragement from mall management because they add color and
variety to the shopping center, and sometimes they grow up to be full-size,
permanent tenants.

Market Research 5

Figure 1.1 One way to test your retailing concept is to start with a pushcart or kiosk.

(Courtesy of The Rouse Company.)



You could also test your idea by renting a table at a weekend flea
market. If you plan to sell crafts that you make, start by selling at an art fair
or a Renaissance Fair. See if there is an indoor crafters’ showcase or art
gallery near you that provides a year-round setting for craft sales. You
may find that you prefer concentrating on your art and letting others do
the selling.

Some stores allow other retailers to lease space inside an existing
shop, sharing expenses and staffing responsibilities. West Palm Beach,
Florida, helps new retailers get a start by renting out small incubator shops
in a large building. The hope is that the new stores will outgrow the tem-
porary, small space and become established, successful members of the re-
tail community.

In addition to discovering whether there is a market in your area for
the type of merchandise you plan to sell, a small venture will allow you to
decide whether you like retailing. The experience of owning your own
shop is, of course, quite different from having a booth at a weekend craft
fair, but both experiences do involve selling and dealing with the public.

ARE YOU READY FOR RETAILING?

Once you have determined that you have a viable idea for a shop, it’s time
to determine whether you have the skills and capital necessary to take the
plunge. Many potential shopkeepers have never worked in a store, and
have no idea how to set up a bookkeeping system or even calculate retail
prices. If at all possible, work in a small established shop before you invest
everything you own in your retail dream, but don’t work for a competitor
if you plan to open a store in the same area. Look for a part-time or sea-
sonal job at a specialty shop while you continue to work your current job.
If you can’t do that, you might offer to work in a store for free for a month
or two so that you can learn as much as possible. Studies show, not sur-
prisingly, that starting a business in a field you are familiar with dramati-
cally increases your chances of success. Experience in a big corporate
setting, or other past employment, may not be applicable to the challenges
you’ll face running a retail store.

You don’t need an M.B.A. to be a shopkeeper, but a few courses in
small business management will make it easier for you to get your store off
to a successful start. These are often available through technical colleges or
programs such as the Small Business Development Center (SBDC). Trade
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associations such as the American Booksellers Association offer special
seminars for potential new store owners, and trade shows often feature
seminars on useful topics. You may be able to audit a college-level course,
although most college retailing courses seem to focus on department
stores and other corporate businesses.

Use the months before you start your store to visit similar stores in
other parts of the country. Subscribe to the trade magazines that cover the
type of shop you’d like to open and visit wholesale trade shows to get an
idea of the types of merchandise available to you and the overall range of
wholesale prices you can expect to pay. Talk to the sales representatives at
the shows for information about market trends and other retailing advice.
Check at your local library or a bookstore for books on the various aspects
of running a small business. The Resource Guide in the back of this book
lists many excellent sources of information, and new business books are
published all the time.

The Personal Side
Are you ready emotionally and financially to open your own busi-

ness? Take an honest look at your life circumstances, and evaluate whether
now is the right time for you to risk this new venture. Chances are good
you will put in long hours the first few years, and you may not have much
take-home income. It’s not uncommon for the owners of a new store to put
in twelve-hour days, six or seven days a week, especially when the shop is
young. There seems to be an endless amount of work to be done, and it
takes some time to get staff well enough trained to delegate significant re-
sponsibilities. But if you are comfortable with the idea of putting in long
hours, there is a special satisfaction that comes from working really hard
for yourself rather than for someone else.

When E. Diane White decided to open Blackberry, a chain of award-
winning specialty stores specializing in African-inspired products
adapted to the Western market, she persuaded the owner of a gift
shop specializing in items from Africa to let her work for free in the
evenings and on weekends to supplement her Harvard M.B.A. with
practical retail experience.
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I recall a single mother with two preschool children who came to see
me a few years ago about starting a store. She had a lucrative job with the
state that she absolutely hated and she wanted to own a store similar to
ours. She anticipated that she would be able to make as much from retail-
ing as she currently earned at her state job, and was disappointed to learn
that such earnings would be highly unlikely for at least four or five years.
I also pointed out that since her children were quite young, it would be
hard for her to put in the evening hours that a new store often requires.
The dream of having her own shop was put on hold.

The support of family members is vital during the early years of a
small business. There is a high degree of financial risk involved in starting
your own store, and it is unfair to automatically expect that a spouse will
want to share that risk. Talk over the pros and cons, and be realistic about
the amount of time and money you plan to commit to the project. It will
be a lot more fun to be in business if your spouse, siblings, and/or parents
are supportive.

Don’t risk more than you can afford to lose. This is a very important
caveat. For some people, the idea of gambling their life savings or taking
out a second or third mortgage on their home is not that threatening, but
for others it is unbearable. We were in our early twenties when we
launched our store, so we weren’t afraid of having to start over again if the
shop failed. Now that I’m in my fifties, with a home and two children, I
would think carefully before pledging our house and my children’s col-
lege funds as collateral for a new business. As with any other gamble, you
should be comfortable with the idea that you may lose what you invest. If
you are married and using joint funds, be sure your spouse also under-
stands the risks.

One way to minimize the risks in the early days of a retail venture is
to work a part-time job while you open the store, or have your spouse keep
his or her full-time job. It can be very reassuring to have a steady income
and benefits such as health insurance from some other source during the
shop’s risky start-up period.

Business Partners
Should you go into business by yourself? A bad partner is worse

than no partner at all, but a good partner can bring a wealth of additional
experience and skills, as well as more capital, to the business. A partner-
ship of two or more allows each owner some freedom from the day-to-day
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commitment of running the store. It can be a joy to have someone to share
the ups and downs of a successful business. A partnership is a lot like a
marriage, however. You don’t really know how compatible you will be
with a partner until you have been in the relationship for some time. A
good partnership contract, like a prenuptial agreement, can help smooth
the way for a successful relationship by spelling out all expectations.

The division of ownership in a partnership may play an important
role in solving disputes while running the business, and especially if the
business is ever dissolved. More ownership, or stock, means more power.
My husband, Dean, and I are incorporated as fifty-fifty owners of our
shop, and we alternate being president one year and vice president the
next. Lawyers and accountants aren’t fond of this arrangement because it
means the business would be deadlocked if we ever had a major dis-
agreement. Although it would have been impossible for us to set up our
corporation any other way, we understand the advantage of having one
partner or stockholder have the majority vote.

Working with Your Spouse
Should you go into business with your husband or wife? The mom-

and-pop shop is such a tradition in America that the term is actually found
in most dictionaries. But not every couple can handle the stress of day-to-
day contact in a small shop without it taking a toll on the marriage. Try to
look realistically at your relationship, your communication style, and your
individual strengths and weaknesses before deciding if you would make
good business partners.

It took us some time to adjust when Dean actively joined me in busi-
ness about a year after Orange Tree Imports started. At first, I was so anx-
ious to prove I knew how to do things correctly that I second-guessed all
his decisions. We soon learned that for us, the secret to working together
is to have separate areas of responsibility and to trust one another to make
most decisions within those areas on our own. At Orange Tree Imports, al-
most everything is divided into his and hers—even the office files. Dean is
in charge of merchandise relating to food, cooking, and serving. He also
handles insurance, advertising, and maintenance. My merchandise is
broadly described as everything else, including seasonal goods, cards, sta-
tionery, soaps, candles, toys, jewelry, and general gifts. In addition, I’m re-
sponsible for personnel, community relations, and finances. Of course, we
collaborate on all major decisions, and we don’t always agree. We try to

Are You Ready for Retailing? 9



work out our disagreements in private, however, and present a united
front to our staff and customers.

There is a temptation to take your work home when you work with
your spouse, which means you may not get any break from the worries of
the business. We established a rule that we wouldn’t talk about advertis-
ing after 10:00 P.M., since we both found that topic stressful.

We have also found it helpful to take one day a week off alone, plus
Sunday and Monday as our “weekend” together. This means that one of
us is at the store all but those two days, yet we each work only four days
a week—a very humane schedule, especially for families with children at
home.

When our son and daughter were babies, we set up a little red crib in
the office and brought them to work. We had tried an experiment earlier
with an employee’s bringing a baby to work and found that caring for a
baby and waiting on customers were not compatible activities. It was not
as hard to do buying and perform other managerial functions with a baby
on board, and our customers loved seeing the children in the store. But
bringing a baby to work is a compromise. You can’t devote your full at-
tention to two things at once, and Erik and Katrina never napped for long.
As soon as they started crawling, we found a loving home in the neigh-
borhood where they could go for the three days a week when we both
were at work.

One of the advantages of working with your spouse is the time you
get to spend with each other, working toward a common goal. There are
long hours to be put in when a store is young, but we didn’t mind because
we were doing it together. We especially enjoyed going back to the store in
the evening and working in the quiet, closed shop until the deep voice of
the jazz announcer on Milwaukee’s WFMR announced that it was mid-
night, time for us to go home.

IS A FRANCHISE RIGHT FOR YOU?

There is a higher success rate for businesses that are part of a franchise op-
eration than for independents. When you buy into a franchise such as Play
It Again Sports or Wicks ‘N’ Sticks, you gain the right to open a store with
that name and concept. Franchise rights usually grant you exclusivity
within a certain geographic area. You pay an initial fee for the franchise
privilege, and an annual fee or a percentage of sales, or both, for as long as
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you own the business. Franchisers offer a wide arrangement of propri-
etary support, such as store design systems, standardized fixtures, adver-
tising programs, personnel procedures, signage, in-store packaging, staff
uniforms, and specially selected merchandise. Many franchisers supply
merchandise manufactured exclusively for them; others provide buying
guidelines so that the franchisee can buy from a variety of suppliers, some-
times at special pricing.

One reason for the high success rate for franchise operations is that a
franchise store is a market-tested, proven retail concept. You are buying
the experience and success of the franchiser instead of starting from
scratch. Another reason, one less frequently mentioned, is that buying a
franchise requires a large amount of capital—for example, an average of
$153,000 to $265,000 for a Play It Again Sports franchise, according to En-
trepreneur magazine. Few retailers starting a store on their own invest or
borrow that much capital. If they did, their chances of success would be
closer to those of a franchise store, provided they also had some business
experience and savvy.

The field of fast food restaurants is dominated by franchise opera-
tions, but this is not true of specialty shop retailing. Eight of the top ten En-
trepreneur magazine franchises for 2001 are service and restaurant
businesses; the exceptions are Radio Shack and GNC, which sells vita-
mins. Name recognition, one of the primary reasons for purchasing a fran-
chise, is not as important in specialty shop retailing as it is in the food
industry, and many retail stores don’t offer a concept unusual enough to
make the franchise rights salable. Independent shops wishing to expand
frequently do so by opening company-owned branch stores rather than by
selling franchise rights.

Other companies, such as Hallmark, gain market share by granting
the license to sell their products to independently owned and operated
stores. These Hallmark stores are dealerships, not franchises, so they don’t
have the benefit of a protected geographic territory that comes with buying
a franchise. The company does, however, set standards for licensing, such
as Hallmark’s requirement that a certain percentage of the store’s inventory
be Hallmark products. In addition to providing merchandise exclusively
available to their dealers, companies such as Hallmark also make joint ad-
vertising and special signage and fixtures available to licensed stores.

There are a number of popular franchise operations in the specialty
shop field. Listings of stores available by franchise can be found in maga-
zines, including the annual Franchise 500 in the January issue of Entrepreneur
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(and on-line at www.entrepreneur.com), and also at special events, called
franchise fairs, aimed at potential new owners. For more information about
a franchise store you have visited, ask the owner to put you in touch with
the home office.

If you decide to buy into a franchise, do your homework, and read all
the fine print, before signing the contract. Research the viability of the
store’s concept for your area. Determine exactly what the franchise fee will
cover and what other expenses are not included. Ask how much freedom
you will have to make your own decisions and select your own merchan-
dise. Consider whether you’ll be happy paying the franchise fee every year
for the life of the business. Talk to other franchise holders to see if they feel
this is a worthwhile expense, and whether they are pleased with the level
of support and communication they receive from the home office. It is also
a good idea to ask whether their franchise is profitable. Ideally you will find
an experienced franchise operation with strong name recognition, a unique
marketing concept, and enthusiastic franchisees in other geographic areas.
Be sure to have your banker and a lawyer experienced in franchise work
scrutinize all contracts and agreements before you sign.

BUYING AN EXISTING BUSINESS

Many of the difficulties of a new store start-up can be avoided by pur-
chasing an existing shop. The store’s owners may be ready to retire, or per-
haps their interests have changed. It never hurts to ask if a store’s owners
would be interested in entertaining a purchase offer. Keep in mind, how-
ever, that establishing and agreeing on an asking price can be a long,
drawn-out process. There are also business brokers, much like real estate
agents, who can tell you which businesses are already for sale and their
listed selling prices.

What do you get when you buy a business? Few retail stores own
their locations, so real estate is not usually included in the deal. You there-
fore need to be certain the landlord will allow you to assume the seller’s
lease or negotiate a new one with you if you wish to stay in the same loca-
tion. As with a franchise, you pay a price for the name and the reputation
of the business. This part of the package is a nebulous item called “good-
will.” More concretely, you usually buy the merchandise in stock, devalu-
ing any goods that are older or shopworn, supplies on hand, and the
furniture and fixtures that are part of the store’s operation. Do a credit
check on the business (your bank can help arrange for this) to see if there
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are any liens against it and whether bills have been paid in a timely man-
ner. Find out if there are outstanding debts or receivables that you will as-
sume with the ownership of the store.

The following factors will help you determine whether it is wiser to
start on your own or to buy an existing business:

• Is the existing business profitable? Ask to see at least three to five
years of financial statements and tax records to determine whether
the store is doing well. It’s safer to buy a profitable business than
one on the decline.

• If the business is not profitable, do you have the expertise, capital,
and experience to turn it around?

• Is the business in a location you would like for your store? Will the
landlord allow you to assume the lease and stay in the same
location?

• Does the business have a good reputation? (If not, it may help to
change the name or announce that it is under new management
after the purchase.)

• Will you be able to retain key, experienced personnel?
• Does the current owner have a positive relationship with major

suppliers? Orders from a business that has had financial problems
may not be welcome, even with new owners at the helm.

• Is the merchandise in the store good-quality, salable goods?
• Are the fixtures and other supplies worth the asking price?

As with buying a home, the purchase of a business involves some ne-
gotiation. You may make an offer that does not include some items, such
as older fixtures, you don’t want to use. The seller may counter with an
offer lowering the amount being asked for the covenant not to compete, a
promise that for a certain number of years, the seller will not open a com-
peting store in the same area. The valuing of an existing business is a com-
plex and sometimes unscientific computation, taking into account the
reputation of the business, the age of various segments of the inventory,
the desirability of the store’s location, and of course how eager the buyer
and the seller are to have the transaction take place. You will need the ad-
vice of your lawyer, banker, and perhaps also a business broker who spe-
cializes in this type of transaction.

We have purchased two existing businesses. Twenty-five years ago,
we bought the six-month-old campus branch of Bord & Stol, a Scandina-
vian furniture store I had managed since it opened, and fifteen years ago
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we expanded by purchasing Cabrini Gifts, the store next door to ours. In
both cases, we wanted the location more than the names (which we did
not keep) or the merchandise selection (which we modified to suit our
needs). We paid for goodwill and a covenant not to compete, although nei-
ther business was profitable at the time of purchase. It could be argued
that we paid more than we should have, but we were eager to purchase
these businesses and think that the extra expenditure turned out to be
worthwhile.

WRITING A BUSINESS PLAN

A business plan is a good way to give shape to your dream of opening your
own store or to map out your plan to invest in a franchise or purchase an
existing store. The purpose of writing a business plan is to create the suc-
cessful business you envision. It’s also an important tool in arranging nec-
essary financing. Your plan should include:

• Your business goal: a brief description of the shop as you see it.
• Your qualifications for running this shop.
• Your plans to promote the business.
• The target customers for your shop, supported by market re-

search.
• A proposed budget or cash flow plan.
• Financing needs and potential sources of funds.
• Long-range goals (five to ten years).

Be sure to start with a description of your vision: what the store will
look like, what type of merchandise it will feature, what customers you
hope it will appeal to. When you describe how you plan to market your
business, tell in what ways your store will differ from the competition. If
you already have a location, include details of your lease or purchase
arrangement, and perhaps photographs or sketches showing the store’s
exterior and interior. Give information about your background and expe-
rience, as well as the qualifications of any other owners or managers in-
volved in the operation.

Once you have done the market study for your business plan, you
can map out a budget, crucial for securing financing and for your own
awareness of the many different expenses involved in running a store. The
problem with the early stages of budget planning is that you must use
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imaginary sales figures. You can research industry standards at the library
or on the Internet to help estimate expenditures, such as rent, utilities,
payroll, and advertising, but until you’ve been open a few months, you
won’t really know what your income will be. Balancing the budget hinges
on this key fact. Do your best to be realistic in your income and expense
figures. You can then use your business plan budget as a starting point,
but don’t believe the figures until you’ve actually been in business for
some time. And in projecting your sales, keep in mind that most specialty
stores don’t have an even distribution of sales throughout the year. Our
shop, for example, brings in 40 percent of its annual income in November
and December.

The goal in writing a business plan budget is to show how your busi-
ness will be profitable. But you might consider adding a worst-case budget
showing you have thought about what you would do if sales don’t live 
up to your hopeful projections. This type of planning shows bankers and
other potential investors that you have a realistic grasp of the challenges
you face.

The business plan should show how you intend to finance the busi-
ness, including the amount you hope to borrow, how and when you will
repay any loans, and what you plan to use as loan collateral. Be sure to in-
clude regular payments of the interest on all business loans in your budget.

Consult some of the numerous books on the market describing how
to write a business plan; several are listed in the Resource Guide at the
back of this book. Another option is to use a computer program, such as
BizPlan Pro or Business Plan Toolkit, which will save you from having to
make manual calculations. You could also set up your budget using a gen-
eral spreadsheet program such as Excel, and do the text part of the plan
using any word processing program.

SELECTING YOUR BUSINESS FORMAT

The format of a business is its legal structure. Your store can be set up as a
sole proprietorship, partnership, corporation, or cooperative. There are
advantages and disadvantages to each format, primarily having to do with
tax cost and personal liability. Look into which one is best for you at this
stage of your business’s development, and remember that you can always
change the format later. We began as a sole proprietorship and incorpo-
rated a few years later when our growth, and profits, made that move ad-
vantageous from a tax planning standpoint.
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The Sole Proprietorship
Most small businesses start as sole proprietorships. You decide, as an

individual (or in some states, also a married couple), to create a business
and pay taxes on the business income as if it were a personal salary, as-
suming full liability for anything that goes wrong. As a sole proprietor, you
must pay self-employment tax for social security and Medicare coverage.

There is little paperwork involved in setting up a sole proprietorship,
except obtaining the necessary selling permits and other licenses, and no-
tifying city, county, or state authorities of your intention to do business as
(DBA) an assumed name. A sole proprietorship can be changed into a cor-
poration as the business and its profits grow.

Becoming a Corporation
Corporations have two major advantages: a lower tax rate on profits

above a certain level and the limitation of liability. In many cases, the lim-
ited fiscal and legal liability is considered the more important benefit,
since it prevents creditors from going after your personal assets if the busi-
ness fails or if you are sued. Many business loans, however, require bor-
rowers to pledge personal assets such as homes, cars, and savings as
collateral, in which case incorporating will not protect these assets if the
lender forecloses on the loan.

Another advantage of incorporating is that it allows you to apply to
have a fiscal year that is not the same as the calendar year. The fiscal year is
the accounting period used for reporting taxable income to the govern-
ment. An actual count of everything in the store, called a physical inventory,
must be taken at the end of the fiscal year. We do 40 percent of our busi-
ness in November and December, so doing a physical inventory and all
the other year-end tax preparations for January 1 was very difficult. Our
fiscal year is now July 1 to June 30, which means we can take inventory
during a quiet time of the year. It also means our staff can watch football
on New Year’s Day instead of spending it counting gadgets. They’re quite
happy about the change.

Corporations are separate legal entities, owned by one or more share-
holders. States require corporations to file an application giving a business
name, usually ending in “company” or “incorporated,” and stating how
many shares have been issued. You may need the assistance of a lawyer to
incorporate, unless you feel confident filing the paperwork yourself using
a kit of forms available from an office supply store, or a book on self-

16 Getting Started



incorporating such as Judith McQuown’s Inc. Yourself (New York: Bantam,
2000). Plan to set up and maintain a separate checking account and finan-
cial records for your corporation. Some states also require corporations to
hold annual meetings of a board of directors elected by the shareholders
and to keep records of these meetings, along with a set of bylaws, in a cor-
porate record book.

There are several types of corporations, and your certified public ac-
countant (CPA) or attorney can advise you as to whether you should file
as a regular, or C, corporation, which means both your salary and the profit
of the corporation are subject to taxation, or a special subchapter S corpo-
ration, which allows you to claim the income of the corporation on your
personal tax return. The S corporation may work well if you have other
income and plan to use a loss from your business occasionally to offset
other taxes due, but if your store does very well, your tax bill may be
higher than it would have been with a C corporation. There is also an-
other type of corporation, the limited liability company (LLC), now avail-
able in most states. The LLC functions much like an S corporation,
but it does not have the same restrictions on the number and types of
shareholders.

Corporations can be used as a way of generating income for a new
business. Those investing funds or expertise in your store can be rewarded
with interest on their loan or by dividend-paying stock. The amount of the
dividend, determined each year by a board of directors elected by the share-
holders, is based on the company’s profits. Your corporation can issue
stock even though it is a privately held, or closed, corporation. The shares 
are not offered to the public on the stock exchange but can be sold to fam-
ily or other investors. You can also be your corporation’s only stockholder if
you like. That certainly makes it easy to arrange for a meeting of the board.

SETTING UP A PARTNERSHIP

If you have one or more partners in your business, you can set up a cor-
poration with each of you as a shareholder, or you can use a partnership
agreement. A partnership is like a sole proprietorship in that the income of
the company is taxed to the partners as if it were personal income, and the
partners are all personally liable for any debts incurred by the business. It
is assumed unless otherwise stated that the partners share the profits, as-
sets, and liabilities equally.
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Although not required by law, a carefully thought-out partnership
contract, called the articles of partnership, can ease many misunderstand-
ings that may occur at a later date. This contract should include provisions
for one partner’s leaving the business by choice or due to death, illness, or
bankruptcy without the store having to be sold to buy out that partner’s
portion of the business. A clear understanding of how many hours each
partner will work, how much compensation each person will receive, and
how much money each partner will invest can also help avoid later prob-
lems. Consult your lawyer for assistance in drawing up articles of part-
nership early in the planning stages of your business.

A limited partnership is an investment vehicle rather than a true part-
nership. It allows one (or more) partners to be liable only for debts equal
to the amount of equity the individual has invested. In a limited partner-
ship, there must also be at least one party whose liability is not restricted
in this manner. Limited, or silent, partners are basically investors. They
don’t participate in the management of the business.

Another Alternative: Cooperatives
Although cooperatives are not common in the field of specialty shop

retailing, they are a viable business structure for certain types of stores. In
the area of natural foods, for example, 30 percent of the market is made up
of consumer cooperatives, stores owned and controlled by their workers, or
by the customers who use them, rather than by outside investors, private
owners, or partners. Members buy stock in the cooperative, which is a cor-
poration structured somewhat like an LLC. The stockholders’ liability is
limited to the amount invested, and a board of directors, elected by the
stockholders, hires staff and makes management decisions. “Cooperatives
are in business to serve their owners,” explains cooperative specialist Mar-
ilyn Scholl from the University of Wisconsin Center for Cooperatives,
“and investor-owned firms are in business to give a return on investment
to their shareholders. This is the difference that co-ops have to offer.”

The cooperative structure is a good alternative for groups of artists or
craftspeople wishing to set up a shop to market their wares. In many cases,
the members contribute a set number of work hours in addition to making
a financial investment. There may be some paid staff, or a paid manager,
but often all the work is done by co-op members in exchange for having a
viable way to market their arts or crafts.

Regulations governing the establishment of cooperatives vary by
state and are usually part of the state’s corporate code. For more informa-
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tion on setting up a cooperative, call the Cooperative Development Ser-
vices office at 608-258-4396 (www.co-opdevelopment.com) or the National
Cooperative Business Association at 202-638-6222 (www.ncba.org).

FINANCING YOUR BUSINESS

Phyllis Sweed, former editor of Gifts and Decorative Accessories magazine,
says that when potential retailers call and ask her thoughts about opening
a store with $25,000 or less, she advises them to use the money to go on a
luxury cruise instead. They’ll have more fun, she believes, and save them-
selves the pain of going out of business. Starting a store with more than
$25,000 is not a magical formula for success—many stores, including ours,
have been started with less, and others have started with more and still
failed—but the fact remains that a well-financed business has a much bet-
ter chance of surviving the difficult first years.

How much money do you need to start a store? The budget you
drew up for your business plan will give you some idea how much inven-
tory you would like to start with and what the operating expenses may be
during the first year. In addition, you’ll need to pay for signage, lighting,
supplies, utility and lease down payments, computer and office equip-
ment, furniture, and display fixtures—all before you open. Renovations to
your new space may be costly, especially if you are paying rent for several
months while the renovations take place. You should have some money to
put aside for unexpected emergencies, such as repairs to equipment. And
if you have quit your other job in order to pursue this dream, you will
need money to live on.

Where is all this money to come from? Perhaps you’ve been saving
for this moment and have some funds built up in cash, securities, a retire-
ment fund, or equity in real estate you own. It’s a cold, hard fact that bor-
rowing money without having money is difficult. Lenders want some
collateral—an asset of yours that goes to the lender if you default on your
loan—as well as proof of your commitment to the project and your finan-
cial reliability. Most lenders require you to provide something other than
the store’s inventory as collateral in case the business fails. Let’s face it: a
bank wouldn’t know what to do with $10,000 worth of women’s shoes.

When we first looked into financing our business, we were advised
to use part of our savings as collateral rather than putting it all into the
store. This proved to be excellent advice, because we were able to pledge
it temporarily as collateral and know it would eventually be available to us
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as cash funds. When we needed money to expand our business later we
had funds waiting for us so that we didn’t have to try to turn $5,000 worth
of toys and gifts into cash in a hurry.

Borrowing from a Bank
Banks are a traditional source of small business loans, and in recent

years the Small Business Administration (SBA) has encouraged banks to
make loans to entrepreneurs by assuming some of the risk. You apply for
an SBA-guaranteed loan through your local bank, allowing you to develop
a personal relationship with a banker who may serve as one of your store’s
advisers. For a new business, the SBA generally requires that a minimum
of 25 percent of the start-up funds come from the applicant. You must also
show that you have the knowledge and experience needed to operate a
successful business. For an SBA loan information kit, call your local SBA
office or the SBA Small Business Answer Desk at 800-U-ASK-SBA.

The government sponsors a number of loan programs targeted at
encouraging new businesses owned by women and minorities. Other spe-
cial loans may be available if your store will aid in the economic revital-
ization of a depressed area or the renovation of a run-down building in an
old neighborhood. Most of these programs do still require you to provide
some collateral. Check with your community’s economic development of-
fice or the SBA for details.

Even if you don’t turn to a bank for an initial loan, you will need a
bank to handle your deposits and other transactions. Working closely with
the bank will help if you need to turn to it for financing in the future as
your business grows. Many stores use short-term loans for specific fi-
nancing needs. For example, we maintain a line of credit loan that we
draw on each year to build up our inventory for the holiday season, pay-
ing it off before Christmas Eve. The line of credit arrangement, which is
approved for a fixed amount and must be repaid within a short time, saves
us from having to apply for a new loan each year.

Private Money for Your Business
What about private sources of capital? Many businesses begin with

loans from friends and relatives, funds sometimes referred to as “love
money.” If you do borrow money from individuals, make sure they are
aware of the risk they are taking. Set up any loans in a professional man-
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ner as promissory notes with a fixed interest rate and repayment schedule.
Like any other loan, a privately held note should be secured by some col-
lateral such as real estate. The Internal Revenue Service (IRS) may consider
a private loan to be a gift if it is not properly documented. A relative or
friend with a good credit standing can also help you get started by cosign-
ing your bank loan, which means that person agrees to be liable if you de-
fault on the loan.

You may find someone who is interested in investing in your busi-
ness rather than in making you a loan to be paid back at a fixed rate and
by a certain date. An investor owns a part of your business and gets a re-
turn based on the store’s profitability. He or she may feel justified in hav-
ing something to say about how you run the business, especially when it
comes to decisions such as how much salary you pay yourself. With a
loan, you know that when you pay it off, you’ll have full control of the
business. With equity investors, this may not be the case.

Venture capitalists are professional investment groups that look for
promising entrepreneurs in need of loans, although these companies are
not usually interested in investments of less than $500,000. Unfortunately,
some venture capitalists have earned the nickname “vulture capitalists”
by withdrawing their funds swiftly from young companies that don’t look
as if they are going to earn the investors a sizable return on their money
quickly enough. Retailing rarely shows a profit the first year or two, so im-
patient venture capitalists are not likely to be attracted to the field. If you
work with a venture capitalist, be realistic about the time it may take to be
profitable.

Occasionally a new business owner is lucky enough to attract a busi-
ness “angel” who wants to help a new venture get started by investing in
it. This is especially true if your business appeals to someone with money
who has a special interest in your field, such as an art collector if you are
opening a gallery. You may also find a businessperson who has had a suc-
cessful career in your field and is willing to help you get a good start by
lending you funds.

New retail store owners sometimes get into a cash crunch right
from the start and yield to the temptation to pay for merchandise by
credit card. More and more suppliers are willing to take credit cards in
order to avoid the expense and credit risk of setting up an open account,
which would allow the store to pay for the merchandise some time after
receiving it. Some store owners end up using a credit card as a line of
credit, paying a high interest rate to the credit card company. If you are
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going to use a credit card for merchandise payments, pay the balance off
each month, and look for a card that gives you added features such as fre-
quent flyer miles. Find a credit card with a competitive, fixed interest rate
(not an introductory rate that can be raised soon after you sign up) in case
you are unable to pay off the balance.

No matter where you borrow your funds, be sure to include the cost
of the interest on loans in your budgeted business expenses. If you borrow
a large amount of money at a high interest rate, this expense could ruin an
otherwise successful retail operation. Many large department store chains
have fallen victim to this problem. Look for the lowest possible interest
rate, and don’t borrow more than you need. Too much debt can be a crush-
ing burden to the business and a constant worry to the business owner. At
the same time, you should be realistic about the amount of money neces-
sary to get your business to the point at which it will be profitable. Lend-
ing institutions are notoriously reluctant to make emergency loans to
businesses in crisis.

PERMITS AND LICENSES

A seller’s permit, or resale number, is required by all states with a sales tax.
This permit allows you to buy merchandise at wholesale without paying
sales tax, but commits you to paying the state sales tax on taxable mer-
chandise when sold at retail. Normally the consumer pays the sales tax at
the time of purchase, although it is your option to include sales tax in your
prices. When we sold T-shirts for our English friends, the King’s Singers,
at some of their concerts, we used a retail price that included sales tax so
that we could charge an even $17.00. The state’s 5.5 percent tax came out
of our selling price. In the store, our cash registers automatically calculate
and add state and local sales tax onto taxable items. Since states differ in
which categories of merchandise, such as food and clothing, are exempt
from sales tax, you will need to program your cash register accordingly.

In addition to a state seller’s permit, the IRS requires you to obtain an
employer identification number (EIN) if you will be hiring employees or if
you have incorporated with yourself as an employee. The EIN is used to
identify your business records relating to withholding income tax and
paying Medicare and FICA, an acronym for the Federal Insurance Con-
tributions Act, which covers the collection of social security funds. The IRS
offers a packet of guidelines for new businesses that can be obtained 
by calling 800-829-1040 or by visiting their very informative Web site,
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www.irs.gov, to order the free Small Business Resource Guide on CD-
ROM. States with income tax may require a separate identification number
for the withholding of state taxes. This information may be obtained by
calling your state’s Department of Revenue.

FINDING THE PERFECT LOCATION

No book on retailing worth its salt can resist repeating the old adage that
the three most important keys to retail success are location, location, and
location. Although a great location may not guarantee success, a bad loca-
tion will almost always guarantee failure. You must locate your business,
at least initially, where there is a base of customers. Although your shop
may be what is called a destination store, which means shoppers will make
a special trip to buy from you, it is easier to start out in a place shoppers al-
ready frequent. Look for a location with a reasonable degree of security,
access to public transportation (for your customers and your employees),
and adequate parking. Check traffic patterns in the area to see how easy it
will be for customers to get to your location, especially when driving home
from work. Keep in mind that you’ll also need a way for large trucks and
other vehicles to reach you with deliveries, adequate storage space for
your back stock of merchandise, and room for an office.

Most stores are located in one of four types of shopping areas: an en-
closed shopping center, a strip mall (a shopping center with outside en-
trances for each store), a neighborhood shopping street, or an area of
freestanding buildings with their own parking lots. As recently as 1990, it
appeared that the enclosed mall was going to dominate the retailing scene
of the future. Minnesota’s Mall of America had just debuted, taking the con-
cepts of retailing as entertainment and the mall as the modern village
green to new heights. However, statistics show a continuing decline in the
average number of hours per month spent in shopping malls. Major fac-
tors influencing this change include security concerns in shopping centers
and their parking lots, a decrease in free time spent shopping, and the
growing dominance of freestanding discount stores such as Wal-Mart. The
decision as to where to locate is complicated by these changes in consumer
habits.

Your own shopping habits, and those of your potential customers,
can help you decide what type of location is best for your new business.
Where do shoppers in your area like to shop? Is there a need for a store
like yours in a certain area? What type of store building will allow you to
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create the shop you envision? You want a location that already has good
foot (pedestrian) or motor traffic and the potential for future growth.

The size of the merchandise you’ll be carrying will have a major effect
on the size of the shop you’ll need. Furniture obviously requires more room
than jewelry. Since you’ll be paying by the square foot, don’t rent a space
larger than you need for the merchandise you plan to stock. Too small a
space may also be a problem. Some experts feel that a store with less than
1,000 square feet is too small to stock a wide enough selection to be viable.

Keep in mind also that the store’s location will determine the hours
you need to keep. Most mall stores are open seven days a week and at least
five evenings until 9:00 P.M.; malls require all stores to keep the same hours.
In neighborhood shopping areas, stores often try to standardize their
hours as a convenience to customers. The number of hours your store will
be open will have an important impact on your work week and your pay-
roll needs.

The mix of other shops is an important factor in selecting a location.
On a shopping street, look for a variety of stores that appeal to the type of
shopper you want to attract. In a mall, one or two large department stores
have traditionally served as magnets to attract customers and are therefore
referred to as “anchors.” An anchor store today might be a discounter or
even a large grocery store, but an enclosed mall without any anchor store
may not be a viable location. If the leasing agent promises that an impor-
tant anchor is going to locate in the mall in the future, ask for lower rent
until the big store opens, and an escape clause in your lease should the an-
chor back out. You will also want some protection should the anchor’s
space become vacant in the future, or if a significant number of other store-
fronts are empty.

If you are thinking of renting a freestanding location, or one in a strip
mall, check with the city about any plans for road repairs or construction
in your area. It is impossible to get a guarantee that there will never be a
street closing or detour, but at least you can find out whether there may be
problems in the near future.

To Rent or to Buy
Most new retailers lease space rather than purchase a building; of

course, in a shopping center or mall, leasing is the only option. Cash flow
is a consideration in deciding whether to lease or buy, as is the amount of
experience you have with the type of business you’ll be running. If you are
a novice shopkeeper, my advice is to concentrate your energy and funds
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on building your business rather than buying a building. If your store
doesn’t succeed, you can usually sublet a leased space. If it succeeds be-
yond your wildest dreams, you can move to a larger location.

We were able to buy our eighty-year-old freestanding building a few
years after we started Orange Tree Imports, and fifteen years ago we also
purchased the hundred-year-old store next door and connected it to ours.
Both buildings have been good investments, despite the headaches in-
volved in being our own landlord (we own the buildings as individuals
and lease the space back to our corporation).

If you decide to purchase a building for your store, check with local
authorities about any zoning restrictions. Retail stores require commercial
zoning, so you cannot open a store in most residential areas. Because cities
also have building codes for commercial buildings that must be followed
carefully, be certain you have the necessary building permits before be-
ginning any construction or major remodeling. In buying or building real
estate for your store, remember that should your business fail, you will
have to sell or lease the property. When making changes to the building,
try to keep the space flexible in case you need to sell or rent it to someone
else someday.

Negotiating a Lease
If you have ever rented an apartment, you are familiar with some of

the basic concepts of leases: a lease covers a specific period of time, with a
penalty for breaking the lease, and a security deposit is usually required.
But commercial leases often have added features, adding up to a total re-
ferred to as the occupancy cost. In addition to monthly base rent, your lease
may specify that you pay percentage rent, a share of all your sales, or pos-
sibly profits, above a certain level. Or you might be offered a net lease,
which states that you are responsible for expenses such as utilities, main-
tenance, and insurance in addition to rent. There are even net net net leases
(I wonder who invented that term?), which require the tenant to pay all ex-
penses, including structural repairs to the building. The landlord may
offer to pay for carpeting, painting, or some of the other preparation of the
space, but often these leasehold improvements are the responsibility of the
tenant—even though they will remain behind when you leave.

If your shop is successful, a long-term lease will allow you to stay in
that location as long as you want. A commercial lease is usually written for
several years, with an option to renew at the end of the lease period, albeit
often at a higher rate. But you also need to limit your liability should your
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shop fail. Ask for a provision allowing you to surrender the lease after giv-
ing a certain amount of notice and perhaps paying a penalty, or to sublet
the space to someone else.

You may be able to find a location for your store by subletting a
space from a store that is moving or going out of business. Find out
whether the location, or the landlord, had anything to do with the previ-
ous shop not wanting to stay. Meet with the property owner or leasing
agent yourself before taking on the remainder of someone else’s lease.

Retail space is usually priced by the square foot, per year. A 2,000-
square-foot store renting for $15 per square foot would cost $30,000 per
year, or $2,500 per month. In theory, the higher the cost per square foot,
the more desirable the space. This presents a real dilemma for the new re-
tailer: Should you commit to a high rent in an area with more potential
customers or try to save money by renting in a less popular area? How do
you know if the rental rate is fair?

The chamber of commerce or library should be able to provide you
with a chart showing comparative rental rates for different retail locations
in your community. In trying to determine the level of rent you should
pay, check to see what types of businesses are prospering in each area.
Since shopping center management sets the rent for all the spaces in a
mall, you can talk to current mall retailers about how their businesses are
faring at their rental rate. On a shopping street with many different land-
lords, ask around to find out whether the rate you are being charged is
comparable to other rents in the area, and whether the merchants feel
there is an adequate level of customer traffic.

Commercial leases are usually subject to negotiation. You can always
ask for concessions from the landlord, such as a lower rate, a few months
free rent, or a setup allowance, if you feel these requests can be justified.
Go over all the details carefully with the assistance of a lawyer or accoun-
tant experienced with this type of transaction before agreeing to a lease.
There are also real estate companies with expertise in site selection and
lease negotiations, and you may wish to engage the services of one of these
site selection consultants to help you choose the best possible location.

A Merchants’ Association
Shopping centers and malls usually require all tenants to participate

in joint advertising and special events. The mall’s management organizes
promotions, such as special crafts and antique shows, charity fund-raisers,
or a visit-with-Santa booth, to bring more traffic to the center. When con-
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sidering a mall location, find out what types of promotions the center usu-
ally features and whether tenant input is encouraged. Ask how much you
should allow in your budget for merchant participation fees in your busi-
ness plan.

If you are considering a neighborhood location, look for an area with
an active merchants’ association or chamber of commerce. Cooperation
among retailers makes the promotion of a shopping area more efficient
and helps ease the isolation new business owners sometimes feel. A well-
established merchants’ group is the sign of a retail neighborhood that
cares about its future. If there is no organization in the area you choose,
consider starting one once you’ve gotten your business off the ground.

NAMING YOUR STORE

Naming a store is rather like naming a baby. You come up with lots of
ideas and reject most of them for one reason or another. There are many
poor choices of names for babies, and for shops. The store we bought
when we went into business was called Bord & Stol, which an insignificant
percentage of the Madison population knew was Danish for “table and
chair.” I recently noticed that the CD store at Chicago’s O’Hare Airport
with the ambiguous (and rather foreboding) name of The Wall now goes
by the clever, descriptive name of Altitunes.

Try for a store name that is easy to pronounce, spell, and remember.
If you are going to run a niche store, committed to carrying basically one
category of merchandise, look for a name that readily identifies what the
store sells. If you want to be able to carry a wider range of merchan-
dise, you’ll need a name that doesn’t limit you to one category. Even the
name Orange Tree Imports, based on my nickname, Orange, and the fact
that we sell mostly imported merchandise (“tree” was thrown in to give it
some consonance) occasionally causes customers to ask whether we actu-
ally import orange trees. You might consider using your first or last name
as part of the business name, or perhaps an imaginary name that appeals
to you. You might choose a name that reflects the style of merchandise you
plan to carry, such as art deco or country, or perhaps an attitude, such as
whimsical or traditional. Some stores are named after a location, although
this can limit your options if you decide to relocate. Two businesses in our
town were stuck with “upstairs” in their names long after they moved to
the ground floor.
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When you have narrowed your list of name choices, check with your
library reference desk to be certain the name, or one very much like it, is not
already in use in your area. You can also find out if the name is in use any-
where in the country by doing an Internet search using a search engine like
Google, or a directory Web site such as www.switchboard.com. Most states
(through the secretary of state), and some cities, allow you to register a
trade name and logo. This registration does not provide name protection
beyond that of common law, but it does serve as official notice to anyone
who inquires whether the name is already taken, and how long it has been
in use. Obtaining national trademark registration is a more expensive and
time-consuming process, but it is the only way to stake out legal rights to a
name or logo. Avoid choosing a name similar to one that is already trade-
mark protected by a large corporation, such as Disney. No matter how
small your operation, Mickey’s lawyers will find you and force you to
change your name.

DEVELOPING A LOGO

Once you have selected a name for your business, you’ll want to deter-
mine a typestyle, or font, in which to print it. Look for a legible typestyle
in keeping with the image you have of your store and its merchandise.
There are hundreds of distinctive fonts available for computer use today,
and it will be easier to design your own ads and graphics if you select a
font you have access to on your computer. If you choose to have the name
of the business done by hand in a calligraphy style, or custom designed by
a professional, arrange to have the designed name scanned for use on the
store’s computer.

In addition to a logo font, you may wish to have a logo symbol to
represent your store. The logo can be used on store packaging and signage
and in print advertising. A good logo should be easily recognized and
should be in some way representative of your store and what it sells. You
may want a full color logo to use on your signs and packaging, but be sure

In Ellen, a television show in the 1990s, the main character ran a shop
called Buy the Book. The name is memorable for its cleverness and in-
stantly conveys the fact that the store sells books.
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it will also work well in black and white for newspaper, yellow pages, and
magazine ads.

How do you begin to design a logo symbol? If you want to create
your own, look into books and CD-ROM disks of copyright-free art. You
may be able to take an image you see there and simplify it to be your logo.
Local art students are also a good source of logo designs. You might be for-
tunate enough to have a commercial art program design your logo as a
class project, providing you with a number of options to choose from. Be
sure to provide fair compensation for the student whose art you select.

There are many commercial artists talented at designing logos, but
you may find that you cannot afford a professional. Check with several ad-
vertising or design agencies to get an idea of their fees before authorizing
proposals for a logo. Large corporations spend thousands of dollars on
logo design, but a fledgling retail shop should probably not spend more
than $1,000. Remember that you can always start out with a typestyle logo
of your business name and add a symbol logo later, when you are suc-
cessful enough to have money to spare.

STATING YOUR MISSION

A mission statement can help you bring your goals and vision into focus,
and provides you an opportunity to refine your retailing philosophy.
Many businesses post their mission statements where the public can see
them, and all should share them with their entire staff. Figure 1.2 shows
the clear and concise mission statement of Coldwater Creek. Even if you
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Coldwater Creek, Inc. is a retailer of women’s apparel, jewelry,
gifts, and soft home accessories. Our long-standing mission has
been to differentiate ourselves from other retailers by offering ex-
ceptional value through superior customer service and a merchan-
dise assortment that reflects a relaxed and casual lifestyle. We
endeavor to continually offer unique assortments of merchandise
targeted to our core customer demographic of women between the
ages of 35 to 55 with household incomes in excess of $50,000.

Figure 1.2 Coldwater Creek mission statement.



were not already familiar with the company, you would know a lot about
it from this statement.

WHERE TO GET HELP

As you begin to plan your new venture, look for mentors who can help an-
swer some of your questions. Other retailers are often a great source of in-
formation, provided your store will not be a direct competitor. Come
prepared with a short list of specific questions. To avoid the constant in-
terruptions of customers and telephone calls, you might treat the retailer
to lunch at a nearby restaurant.

The start-up period is a good time to form an advisory team for your
business. You need the services of an accountant and a lawyer experienced
in retail business. Once you have established which bank you’ll be dealing
with, bring your banker onto the advisory team. Be sure these individuals
know and respect each other, because they will all be working to help you
create a successful business. You should also establish a comfortable rela-
tionship with an insurance agent who can help you with the variety of in-
surance needs you will have (see Chapter 11). In addition to these paid
professional advisers, invite a few customers and experienced business-
people to serve on a voluntary advisory team. Most people are pleased to
be asked to share their opinions and expertise.

The SBA can provide you with general information as well as individ-
ual counseling. The SBA maintains an extensive Web site at www.sba.gov
and a national toll-free answer desk at 1-800-U-ASK-SBA (1-800-827-5722).
If you live in an urban area, there is probably also a local SBA office listed
in your phone book. Contact them for help with specific questions, or for
some of their informative publications and videos.

A resource partner of the SBA, SCORE (Service Corps of Retired Ex-
ecutives) maintains its own Web site at www.score.org. Retired busi-
nesspersons volunteer through SCORE to counsel novice businesses, and
you may be lucky to find someone with expertise in your retail field. You
can contact your local SCORE program to be assigned a volunteer, or
arrange for e-mail counseling through their Web site.

The SBDC, a collaborative effort between local colleges and univer-
sities and the SBA, provides excellent seminars and counseling services for
retail businesses. Find out if there is one in your area by visiting www.
sba.gov/sbdc, and call to find out how they can assist you. Your local
chamber of commerce may also have a specialist whose job it is to encour-
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age new businesses. Why try to go it alone when so much help and ex-
pertise is available?

TIME TO GET STARTED

If you’re convinced that you’re ready to take the plunge into retailing, you
may find the chart in Figure 1.3 a helpful guideline for your activities over
the next few months. Try to find a few friends or family members to share
your ideas with as you go. Many writers, and dieters, find it helpful to get
together regularly with others for feedback and encouragement. Ask your
support team to hold you accountable for some progress every week as
you work toward opening day.
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Ready, Set, Go

This timetable is just a guideline, intended to help you plan
your tasks as you get ready to open your store. Some items may take
much longer than the time listed (custom fixtures, for example,
might take six to nine months to produce, and are difficult to design
before you have a space leased). But because money in use costs you
interest, you should try not to pay for rent, utilities, merchandise,
fixtures, equipment, or anything else earlier than necessary.

Three or more months before you open:

❒ Write business plan ❒ Visit first trade show(s)
❒ Choose store name, ❒ Apply for state sales

register it permit, federal EIN
❒ Get financing and (Employer Identification

store credit card Number)
❒ Open checking account ❒ Begin site selection process 

in store name ❒ Plan store layout,
❒ Hire accountant start to order fixtures, 
❒ Meet with lawyer, lighting

if necessary

Figure 1.3 Start-up checklist.

(continues)



32 Getting Started

Two months or more before you open (site should be set):

❒ Order phone line(s), get phone and fax numbers
❒ Check about phone book’s annual deadline
❒ Design logo, make business cards, letterhead
❒ Begin ordering merchandise
❒ Apply for insurance
❒ Set up basic Web site, register domain name
❒ Get price guns, labels
❒ Order gift boxes and bags with logo
❒ Select and order signage
❒ Set up store computer, bookkeeping system
❒ Sign up with credit card processing company

When you take possession of your space:

❒ Put up signage, including opening date
❒ Paint, wallpaper, or carpet area as needed
❒ Set up displays, lighting, and checkout counter
❒ Set up stockroom storage for merchandise
❒ Set up office with vendor files, computer
❒ Install phone lines, including one for credit card machine

One month before you open:

❒ Buy cash registers or point of sale (POS) equipment
❒ Get credit card terminal and forms
❒ Plan advertising for first few months
❒ Create return policies, other procedures
❒ Develop personnel forms, payroll system
❒ Hire employees one to two weeks before opening

One week before you open:

❒ Train employees
❒ Create in-store and window displays
❒ Get start-up cash (till, petty cash) from the bank
❒ Invite friends in for a “dry run”

Figure 1.3 (Continued)
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MANAGING YOUR
STORE’S FINANCES

You’ve chosen your business name; designed a logo; gotten the financing
you need; set up your corporation, partnership, or sole proprietorship;
and signed a lease. In addition to ordering merchandise and designing the
shop, topics covered in Chapters 3 and 4, you now need to set up a system
of financial record keeping. Your business should have its bookkeeping
system in place before the store opens, with a sales and cash receipts journal
to record the money coming in and another journal for disbursements, or
money going out. The expenses you begin to track now will hopefully
soon be joined by sales income, and if all goes well, the income eventually
will outweigh the expenditures.

SETTING UP THE CASH REGISTERS

Most of your income will come through cash register sales, so it is impor-
tant to select a cash register system that can do much of the capturing of
sales data for you. Sales are usually broken down as taxable and nontaxable,
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information you will need for sales tax reporting. In addition, the cash reg-
ister will separate cash, check, and credit card sales so that you can balance
each account when you close at the end of the day. A cash register can also
be used to track sales by category. We use the twenty-six letters of the al-
phabet to code our merchandise by category on price tags and ring each
item being purchased on one of the twenty-six letter keys on the register.
The keys for our only nontaxable category, food, and for nontaxable ser-
vices, such as gift wrapping, are programmed not to add sales tax. There
are other nontaxable transactions as well, such as sales to nonprofit organi-
zations and merchandise to be shipped out of state. A tax shift key is used
to remove the sales tax from taxable items when the purchase is nontaxable.

More sophisticated cash register systems can track many more cate-
gories or even individual items based on numerical or bar codes on the
merchandise. Cash registers can record which sales assistant rings up a
sale, essential data for stores paying commissions. This information can
also be useful if you are concerned about employee accuracy and effi-
ciency, or suspect an employee of dishonesty.

A point-of-sale (POS) system is a computerized cash register system,
usually used to read the Universal Product Code (UPC), or bar code, on each
product and match it to the price, or PLU (price look up) assigned to the
item. It also feeds information about each sale directly into the computer’s
data bank. A POS system can be used with a bar code scanner or by enter-
ing the numeric codes from price tags into the system manually.

POS systems can track customers and their purchases, building a de-
tailed database and mailing list for the store. Shops with more than one lo-
cation can easily combine data from their POS systems for centralized
reordering. A POS system can be set up to generate a reorder automatically
when stock on an item falls below a certain level—especially useful if much
of your stock remains the same from one order to the next and if you have
multiple locations so it is difficult to keep an eye on inventory levels.

POS systems tend to be expensive, and the expense may be hard to
justify in small, single-location stores. Not all of the items we sell come bar
code labeled yet, so we do not use POS or bar code technology, although
if we wanted to, we could print our own bar code labels for items arriving
unlabeled using the store computer and special bar code software with a
label printer. Some POS systems come with this software and equipment
as part of the program.

Bar code labeling is becoming increasingly common, even on im-
ported goods, and the day may come when price tags are not really nec-
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essary. But for shoppers to know how much an untagged item costs, every
item has to be displayed by a price sign at all times. Customers generally
find it much more convenient to see price tags on the merchandise, which
means that even precoded items need to be priced upon arrival. For gro-
cery and discount stores that no longer use price tags, having the mer-
chandise arrive already bar coded results in a huge savings in stock
handling costs. The majority of specialty stores, however, continue to price
each piece of merchandise for the convenience of the customer.

Most cash registers have a plate that prints the store name on each re-
ceipt. There is sometimes also room for additional information such as the
store’s hours, return policy, or tag line (motto). Order your printing plate
when you purchase your cash register, so that it will arrive before you
open. Don’t forget to order extra rolls of paper receipt tape and ink rib-
bons. When the cash register arrives, hold several practice sessions for
staff members to get them comfortable with ringing up sales and returns
and changing the tape and ribbon.

Filling the Till
The cash register fund, or till, needs some coins and bills to start each

day. Decide on an even amount, such as $50, to have on hand when you
open, and put aside that amount in a variety of small bills and coins when
you close every night. We also keep a stock of rolls of coins near the check-
out counter, and “buy” a roll of quarters or pennies from this fund with
bills from the register. As part of our daily cash reconciliation, we count
the money in the change fund to be sure it totals the correct amount. For
special events, very busy weekends, and holidays when the banks are
closed, we plan ahead to have extra change on hand.

Take a cue from the bank and have all the bills in your register face
in the same direction. This makes it easier to count out a customer’s
change neatly. Cash registers calculate the amount of change owed to a
customer, but sales staff should still count out the money as they give
change, showing customers that the amount is correct.

At the end of the day, the cash register will provide the day’s sales
figures broken down into cash, check, and credit card sales. If an employee
mistakenly hits the wrong key for a transaction, he or she should leave a
note so the figures can be adjusted. We have made up a customized rec-
onciliation form to use each day to assure that the amount deposited into
the store’s bank account matches the register’s figures for the day. The
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cash, check, and credit card figures from the register’s daily report are
listed across the top of the form. These figures are matched up with the
total amount of cash in the till, minus the daily start-up fund of $50; an
adding machine total of the checks; and the data capture unit’s total of
credit card transactions. Any discrepancies in the totals are noted on the
reconciliation form for the bookkeeper to investigate before making the
deposit the next day. Checks are stamped with a cancellation stamp, and
the credit card sales data is transmitted electronically before we leave.

The bookkeeper compiles the sales data from the cash registers into
a daily sales journal, either using a manual sales record book or entering
the data into the store’s computer. (Sophisticated POS systems transmit
data directly into the computer.) In addition to bank reconciliation, accu-
rate sales records are essential for sales tax reporting. Sales tax forms will
often ask for a description of all nontaxable sales, such as shipments out-
of-state or the sale of food items, so taxable and nontaxable sales need to
be recorded separately by category.

WILL THAT BE CASH, CHECK, OR CHARGE?

Cash is still the universally accepted method of paying for any purchase.
Nevertheless, the dangers of carrying large amounts of cash, especially
when traveling, combined with the easy record keeping and free grace pe-
riod on many credit cards are making “plastic” a convenient and cost-
effective way for customers to pay for a purchase. The credit card service
charge to the merchant, however, can be as high as 4 percent. It would be
unwise not to accept the most common credit cards, but it does pay to shop
around for the best rate on this service charge. Most banks offer credit card
services, as do several national processing companies. Some trade associa-
tions, such as the National Retail Federation, offer group rates. If you don’t
want to deal with an out-of-state service, you might ask your local bank if
it can match the competitor’s rate. Credit card service charges are based to
some extent on volume, so you may be able to negotiate a better rate as
your business grows. The speed with which funds are transferred from the
service into your checking account is also an important factor to consider
and it varies significantly from one company to the next.

One of the costs of starting up a business is buying the electronic data
capture terminals that allow you to scan a credit card and automatically
transfer the sales information to the company that will service the trans-
action. Fortunately, the major credit card companies now cooperate, so
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one terminal will allow you to accept Master Card, Visa, American Ex-
press, and Discover. The commission rate, however, may vary, as will the
process by which the funds are transmitted into the store’s checking
account. Some credit cards deduct their service charge from the daily de-
posit; others debit your checking account for their fee once a month.

The data capture system automatically procures an authorization
number for all transactions. If a card had been reported lost or stolen, or if
the customer is over his or her credit limit, authorization will be denied.
Although most businesses now use an electronic system, it is still possible
to imprint credit card receipts manually and to call a toll-free number to
request an authorization number.

Each data capture terminal requires its own telephone line, which
can add up to considerable expense if you have several checkout areas. Be
sure to have a manual imprinter, with a plate showing your store name
and merchant number, for when the electronic system is not functioning.
You won’t want to lose sales if the power goes out, the printer jams, or the
system gets tied up with a problem.

Some customers will be paying with debit cards, which look like
credit cards but instantly deduct the amount of the purchase from the cus-
tomer’s bank account. If you wish to allow customers to withdraw addi-
tional cash from their debit card account when making a purchase, you
will need a data capture system with a personal identification number
(PIN) pad that shoppers can use to input their PINs. Because the PIN code
is confidential, store staff should not be able to see the numbers the cus-
tomer types.

Accepting Checks
Bounced checks can be a real headache for retailers. A person

shoplifting a $10 item will usually be prosecuted to the full extent of the
law, but someone making a $100 purchase with a worthless check is often
considered to be the shopkeeper’s problem.

When a check is returned by the bank marked NSF (not sufficient
funds), you usually have the option of waiting a few days and redeposit-
ing it. In many cases, the check will clear the second time, because the cus-
tomer has made an innocent error. But if the check bounces a second time,
it usually cannot be redeposited. Your only choice then is to call the cus-
tomer and ask the person to bring in the cash. Failing this, you can call the
police or hire a collection agency. Some stores discourage bad checks by
posting a policy of fining customers as much as $25 for each returned
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check. This fine helps cover the fee that banks assess for handling an NSF
check, but is helpful only if you are able to collect for the check—and the
charge.

If bad checks are a real problem for your store, consider using a ser-
vice such as TeleCheck. These services electronically read the account data
encoded on the check and reject any check reported lost or stolen, or from
an account that shows up in their database as having past problems such
as overdrafts. The fee for this service sometimes includes a guarantee to re-
imburse you for any approved check that later turns out to be invalid.

Asking to see a picture identification, such as a driver’s license, will
help discourage the use of stolen checks and can help you verify informa-
tion such as address and phone number in case you later need to track
down a customer who has written a bad check. But if bad checks are not
much of a problem, consider risking the occasional bad one as a cost of
doing business, and accept your customers’ checks with a smile and a
thank you.

Stores that accept checks—and most should—need to have a policy
regarding checks written for more than the amount of purchase, cashing
third-party checks made out to someone other than your store, and ac-
cepting out-of-state checks. Help your staff treat all customers fairly by
spelling out your check acceptance policies in writing.

Store Accounts
There was a time when most specialty shops allowed their best cus-

tomers to have a “house account,” signing for their purchases and paying
for them when they received a bill from the shop at the end of the month.
With the advent of credit cards, most stores decided it wasn’t worth deal-
ing with sending out their own billings and possibly having to collect in-
terest on past-due payments. But in some situations, this type of service for
preferred customers may make them loyal and frequent shoppers, and the
added effort may result in a solid increase in sales.

One hospital gift shop in Ohio found a unique way to offer in-house
accounts to the staff that makes up 75 percent of its customer base: pay-
roll deduction. Employees of the hospital are welcome to sign for their
purchases, which are later listed as debits on their payroll statements.
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A store charge account is also an easy way to track purchases in
order to reward the shop’s best customers with incentives such as a gift or
discount when they reach a certain dollar volume. Sending out monthly
statements to these customers provides an added opportunity to enclose a
note or newsletter highlighting new merchandise. An outside credit ser-
vice can often be hired to check references, set up the accounts, handle the
billing, and take care of any financing necessary for delinquent payments.
It may even be able to provide your store with customized plastic credit
cards, called proprietary cards, if you have a large volume of accounts. But
be sure that the credit agency will provide the same friendly and compe-
tent level of customer service as your store.

Proprietary credit cards allow stores to finance customer purchases
by offering promotions such as “six months same as cash” or “no payment
for sixty days.” Depending on the store’s cash flow needs, the store may
need to borrow money to cover these accounts receivable, and if so, the
store’s interest costs are usually covered in the selling price.

BOOKKEEPING 101

The goal of bookkeeping, in a nutshell, is to keep a record of expenses and
income and to track assets and liabilities. If the expenses outweigh the
sales income, you are in the red, or losing money. This is a natural situation
the first year, or even two, but if you don’t make money in five years, the
Internal Revenue Service (IRS) considers your business a hobby, which
may have serious tax consequences. When your sales outweigh your ex-
penses, you are in the black, or making a profit.

The amount you take out to pay yourself has an enormous effect on
whether there is any profit left. The IRS will consider any profit on a sole
proprietorship or partnership to be your income, whether you have taken
it home as a salary or not. But if your business is going well, there should
be money left as a profit even after you’ve been paid a reasonable salary.
Taking an excessively large salary, however, may drain the store’s cash re-
serves, hindering its ability to invest in inventory and prosper. You should
leave some of the store’s profits in the business each year as seed money,
to help it grow.

Most businesses use a form of double-entry bookkeeping, a system of
checks and balances that must have been designed by Alice after stepping
through the looking glass. Everything that should be a positive number,
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such as sales, is negative, and everything that should be a negative number,
such as expenses, is positive. The reason the system is called double entry is
that every item is posted twice. Sales income is posted to both the
cash/checking account and to total sales. A check for merchandise is posted
to cash/checking and to inventory purchases, usually by product category.
For every debit, there must be a corresponding credit entry. The goal is to
have all the accounts come out balanced when a trial balance of debits and
credits is done at the end of each month. The accounts must balance before
the income statement and balance sheet can be considered accurate.

Few novice retailers have much of a grasp of accounting, but even
with a computer system to do the actual record keeping, or a part-time
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bookkeeper, you need to understand the basic principles. One of the goals
of a good bookkeeping system is to produce figures that can help guide
your business decisions, but these figures are useless if you don’t under-
stand where they come from and how to interpret them. I know, because
it took me years to be able to make sense out of a balance sheet and income
statement. They just don’t teach those skills in Scandinavian Studies.

Tracking Disbursements
Every time your business spends money, by cash or check, it should

be recorded in a disbursement account. Setting up these accounts is one of
the first tasks before you when you start your bookkeeping system. Some
of the category titles will be obvious, such as rent, advertising, and payroll.
Others may be specific to your store, such as mall participation fees. You
can make as many categories as you like. For example, you may wish to
have telephone expense as a separate category rather than including it
with heating and lighting under utilities. Merchandise purchases can be a
single category, or separate categories for each department of the store.
Separate categories will be helpful as you track inventory purchases and
budget future buying.

It may be worthwhile to seek the guidance of an accountant in setting
up your disbursement categories, because you should try not to change
them once you have gotten the system underway. The data you have col-
lected become difficult to track if you make changes in the categories.

In addition to disbursement categories, you will probably want to
create vendor ledgers or accounts to track the purchases you make from
each supplier. We buy from over 850 companies (undoubtedly more than
we should) and need to be able to tell at a glance what our standing is with
each vendor.

Money should never be taken out of the cash register to pay for even
a small purchase, because the till will not balance with the sales report at
the end of the day. Set up a petty cash fund for small purchases with a
fixed amount of money, such as $25. Keep receipts for any purchases made
from this fund. When petty cash is depleted, write a check to bring the bal-
ance back up to $25, posting the disbursements to the various accounts
listed on the receipts or petty cash slips.

A business credit card can be an effective way to track incidental
purchases for the store, as well as buying trip travel expenses. Keep all
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receipts, and when the credit card invoice is paid, disburse each expense
to the appropriate account.

Computers and Alternatives
It would be wise to set up a computer system to use for your store’s

bookkeeping right away, unless you are technophobic. You will also find
it a wonderful tool for all sorts of word processing, sign making, mailing
list management, and much more. The cost of computers intended for the
home or small office has fallen so low that there really is no reason not to
use one from the beginning. A fairly basic system, equipped with a color
inkjet printer and a removable data storage device of some kind (Zip
drive, CD rewriting ability, etc.) should serve your needs. It is important
to have a means for backing up your data, and to do it regularly (daily, or
at least weekly). Store a copy of the current data outside the store in case
of fire or other calamity.

Ask your account, or other retailers, for recommendations for com-
puter systems and software programs. We use an iMac (blueberry, not or-
ange), but the vast majority of retailers use the Windows platform. Some
software, such as the data capture tie-in of a POS cash register system, and
customer loyalty programs, may not be Macintosh compatible. We have
allowed a Dell laptop to join our all-Macintosh team for that reason.

A number of simple bookkeeping systems are aimed at small busi-
ness. Our local Small Business Development Center (SBDC) teaches
courses in how to use the popular program Quickbooks, and we have been
very happy using the Mac version of Peachtree Accounting. It is important
to select a software program that your accountant is familiar with, since
you will be handing over the reports and data the program generates to
your certified public accountant (CPA) for review.

It is also probably a good idea to get professional help in setting up
your categories for expenditures, income, and vendor ledgers. Once you
have created these categories, called the Chart of Accounts, it is difficult to
make changes without disrupting your bookkeeping history trail.

If you insist on using a manual system, look for something more so-
phisticated than a standard checkbook. Safeguard Business Products (800-
523-2422, or www.gosafeguard.com) offers a one-write check writing
system that allows you to write a check and disburse it to the proper ac-
count on a single form. Invoices and payments are posted to individual
ledger cards for each of your suppliers, tracking your activity with each
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company over the years. A sales and general ledger book will also be
needed to complete your record keeping.

ACCOUNTING REPORTS

Once you have set up a system of recording the money coming into your
business and going out, you can develop a monthly or quarterly summary
from this information called an income, or profit and loss, statement. The
wholesale cost of the merchandise is subtracted from the total, or net, sales
figure to produce the gross margin. Operating costs and other expenses
such as depreciation are subtracted from the gross margin, resulting in a
net profit or loss.

The wholesale cost of the merchandise is also referred to as the cost
of goods sold (COGS). It is calculated by taking the beginning inventory,
adding merchandise purchases (including freight costs), and subtracting
the ending inventory. Most stores do a physical count of the inventory
only once a year, so the COGS is usually determined at that time and ap-
plied as a percentage the rest of the year. Our current COGS, for example,
is 59 percent. A slightly lower percentage would be better.

The COGS figure reflects not only the cost of the goods sold, but also
any goods stolen, disposed of, purchased at an employee discount, or
given to charity. Even if your margin on every item is 50 percent, your
COGS will be a higher percentage because of these factors, as well as
markdowns taken on slow-moving merchandise.

The other standard accounting report you will need to produce is a
balance sheet. Unlike the income statement, which changes every day as
money comes in and out of the business, the balance sheet is a “big pic-
ture” report, showing a comparison of the business’s assets and short-
and long-term liabilities. Any increase in the value of the inventory or
cash in the bank adds to the assets. A new loan, or taxes owed but not 
yet paid, increases the liabilities. A healthy business has more assets than
liabilities.

The balance sheet also shows the capital invested in the business,
such as the owners’ equity, plus retained profits and less any money that
has been taken out by the owners. For a sole proprietorship or partnership,
the capital is attributed to the proprietor(s). In a corporation, the assets are
considered capital stock, and new profit is added to retained earnings.
Funds paid out to stockholders are listed as dividends.
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Ratios and Comparisons
Financial statements allow you to analyze how the store is doing by

comparing the figures. These comparisons, called financial and operating
ratios, are one way to take the pulse of the business. The current ratio, for
example, is the current assets divided by the current liabilities. A ratio of
two or higher is considered healthy. The ratio of net sales to net profit
shows the percentage of profit your business is earning and is useful in
comparing one year with the next as the business grows. If this percent-
age gets too low, consider what action to take to increase sales or de-
crease expenses.

Return on investment (ROI) is calculated by dividing the net profit by
the amount of money invested in the business. This ratio can be a painful
one for small retailers, because it often shows that one would earn a higher
rate of return on the investment by putting it in the bank instead of the
business. But ROI doesn’t reflect the satisfaction of creating an imagina-
tive, well-run specialty shop. Nor does it take into account the fact that be-
fore the profit is calculated, you and all your employees (or if you are a
sole proprietorship, just the employees) have been paid a good wage. The
money you have generated for your own salary is part of the return you
are getting on your investment, and the money you generate to pay your
staff is a positive contribution to the economy.

WORKING WITH AN ACCOUNTANT

You may be able to produce balance sheets and income statements with
the store’s computer system, but you still should have the work checked
by an accountant. You probably will want to have an accountant help you
with all the tax filings required of a small business. The penalties for miss-
ing a tax deadline can be severe, and as with other areas of the law, igno-
rance is no defense. A certified public accountant who works with other
retailers can also advise you about some of the difficult financial decisions
you will need to make as a business owner.

The bank or other investors helping to finance your business will
want to see periodic financial statements, and these documents carry more
weight if they have been prepared or reviewed by an accountant. Keep a
binder of your statements where you can find them easily to compare past
and present performance.
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BUDGETS AND FUTURE PLANNING

The business plan provides a road map for the first year or two of a busi-
ness; many retailers find it useful to continue to set financial goals and
plans as the business matures. The store’s monthly financial statements
can be very useful in setting realistic financial goals for the future. You can
do a budget projection for all aspects of your operation, including sales
and operating expenses, or you can use a budget specifically for planning
the best way to spend the dollars in a certain category such as advertising
or payroll. Open-to-buy budgeting, discussed in Chapter 4, helps you plan
inventory purchases by month and by category, maximizing the effective-
ness of the money invested in merchandise.

One important budget planning process, especially for new busi-
nesses, is cash flow forecasting. Never spend money you don’t have. To order
merchandise, hire carpenters to do remodeling, or commit to an advertising
campaign without having any idea how you are going to pay the bills is un-
ethical. Estimate what your income will be each month, and know what
your cash reserves are in advance. Then budget your expenditures based on
these two factors. If there won’t be enough cash to cover your needs, you
will have to choose between cutting back on purchases and expenses, or
finding additional outside funding and increasing the store’s debt.

Most computer bookkeeping programs allow you to enter budget
figures, as well as any previous year’s figures, and print out variance re-
ports comparing actual results with previous and budgeted amounts.
These reports can help you see where you need to make adjustments
throughout the year to bring you closer to reaching your goals.

TIPS FOR TAKING INVENTORY

Once a year, you are required to take a complete physical inventory of all
the merchandise on hand. This is usually done on the last day of your fis-
cal year, although you may wish to select the closest Sunday, or another
slow day of the week, if you need to be closed to do the count.

Stores using a bar code scanning system can use hand-held scanners
to “read” the shelves of merchandise, but most stores still take inventory
manually. We have our entire staff of thirty-six on hand to count inven-
tory, and get it done in one day. If you don’t have enough employees, 
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invite family and friends to help. Some stores even use members of a non-
profit group for inventory assistance, making a donation to the cause in
exchange for a few hours of work. No advance training is required if your
inventory system is well planned.

Divide the store into sections based on product categories. Assign a
pair of inventory counters to each section, armed with a clipboard and a
calculator. One person counts the items while the other records the figures.
You can use the memory function of a small printing calculator to multi-
ply as you go, or enter the number of items at each price point and extend
the totals later. For those who choose to record the number of items at each
price, instead of just totals, OTB Retail Systems creator Mort Haaz sug-
gests making copies of a list of your most common price points ($1.00,
$1.25, $1.50, $1.75, $2.00, etc.) and putting hash marks next to each price for
every item you count at that price.

We get a head start on inventory day by counting merchandise in
back stock during the week before. Once an area has been counted, a note
is posted by it so that anyone removing merchandise will record what is
taken and the inventory will be adjusted. We also count seasonal mer-
chandise as we pack it away at the end of the season and keep those fig-
ures on file for inventory day.

All of our inventory is counted at retail. We then go back through the
figures and try to calculate the wholesale value, based on what we know
of the markup taken on each merchandise category.

The physical inventory figure is an important tool in calculating the
store’s financial status. Inventory taking is also a good opportunity to
account for every piece of merchandise in stock and to make sure that
every item is on display or stored where it is easily accessible. We try to
neaten and dust shelves as we count, and when we are done, the store
looks ready for the new year.

SETTING UP YOUR BUSINESS OFFICE

Your store’s office, which should be handicapped accessible, needs elec-
trical and telephone wiring for computers, a copier, and a fax machine,
as well as space for vendor files, financial records, desks, and storage of of-
fice supplies. It is helpful to have a table for meetings with sales represen-
tatives, who often need room to spread out their bulky catalogs and cases
of samples. We have a multifunctional office which our bookkeepers share
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with the gift wrapping counter. Both bookkeepers have been known to
pitch in with the wrapping when we get busy.

The computer and its printer will probably be the central feature of
your store’s office. As you are setting up the office, put in at least two
phone lines (or one line and a high-speed Internet connection) so that you
can be on-line without tying up your phone. More and more suppliers
have merchandise information available via e-mail or on their Web site, so
fast Internet access is a real plus. You will probably also want to have a fax
machine, unless you have the ability to fax from your computer. We use
the fax machine regularly to send out orders, and receive some informa-
tion about specials and new items this way

While you are arranging for phone lines for incoming calls, Internet
access, the fax machine, and the credit card data capture unit, inquire
about the cost of establishing a toll-free number for customers outside
your area code. This service is not very expensive and may be a real plus
if you are interested in selling on-line or via mail order. Shop around for
the best package of rates, since your monthly phone bill can really add up.

You may wish to have a copier in your office, or to buy a multifunc-
tion machine that has both fax and copier capability. Although we print
most of our forms on the computer, as well as the newsletter that goes to
all our employees with their paychecks, it’s still handy to be able to copy
a stack of papers, or a vendor price list, without typing up the computer.

Records and Files
There is a lot of paperwork involved in running a retail store. We file

vendor catalogs and paid invoices from the previous twelve months in al-
phabetical file folders in the store office. Paid invoices, stapled to their
purchase orders and packing lists, are filed in chronological order in the
front of the files, with catalogs and price lists in the back. Periodically we
weed our files of duplicate and outdated product literature. One of my pet
peeves is that vendors often don’t clearly date their price lists and catalogs,
making it difficult to know which ones to discard. Before filing product lit-
erature, jot down the date received in an upper corner.

Invoices yet to be paid are in alphabetical order in the bookkeeper’s
file, together with the purchase order and any other paperwork relating to
the pending invoice. When we used a manual bookkeeping system, we
kept unpaid invoices behind a ledger card for each vendor. Invoices and
payments were recorded on the ledger card, giving us a clear history of
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our status with the account. Color-coded Post-it tape flags on the ledger
cards indicated when invoices were due (a red flag, for example, indicated
there was a December invoice behind that card). With our computerized
system, we separate the invoices by company using horizontal pieces of
bright blue paper with each vendor’s name in large type. The invoice data
is entered in a vendor ledger in the bookkeeping system on the computer.

We also maintain a file of sales representatives’ business cards and a
small card file of all our vendors listing the names of the current sales rep-
resentatives. In the gift industry, companies seem to change their minds
capriciously about who is representing their line in an area. I note all sales
rep changes on the suppliers’ file cards in an attempt to make sure the cur-
rent rep gets credit for every order.

One filing cabinet in our office contains employee records, and this is
the only cabinet that is kept locked. Employees have access to their own
file but not to the personnel files of others. We also have files for the vari-
ous types of taxes we pay and for nonvendor expenditures, such as insur-
ance, store supplies, trade shows, and advertising.

The government requires that businesses retain many documents for
years in case of an audit, but these do not need to be kept close at hand in
the business office. Payroll records, invoices, tax forms, financial state-
ments, and canceled checks all need a place to be stored. Check with the
IRS for the current regulations about how long each record should be kept.
We store past records in inexpensive cardboard files, called bankers’ boxes,
available at office supply stores. They are clearly dated on the outside,
and when we put in the current year’s documents, the expired year’s pa-
pers go into the recycling bin or get shredded.

You may also want to use a shredder (inexpensive wastepaper bas-
ket size models are now available at office supply stores) for sensitive fi-
nancial documents, customer credit card information, and any personnel
documents you are discarding. Consider the added bonus of using it as a
stress reducer when times get tough: You can write out a long list of all
your frustrations and watch the shredder quickly render them into mean-
ingless little strips.

THE BOTTOM LINE

One book on small shop retailing suggests that readers think of their stores
as cash machines, but the vast majority of us would be very unhappy with
our shops if we viewed them that way. A recent study, in fact, shows that
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most retailers would enjoy a greater return on investment from well-
managed mutual funds than they do from their stores. Many retailers are
satisfied with the accomplishments of their business despite the absence of
a large profit. They enjoy the freedom of owning their own business, the
challenge of creative retailing, and the opportunity to provide a steady,
but modest, income to themselves and their staff.

Of course, a profit is a good thing to have. Being profitable provides
a sense of security, and when you don’t have to worry constantly about
your business, you have more freedom to experiment with new ideas,
products, and services. Being profitable also allows you to do more for
your community and your employees, and it allows your store to grow.
But profitability is only one measure of a successful business. Keep the
bottom line at the bottom, where it belongs.
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STORE DESIGN

Think of a customer walking through the front door of your shop for the
very first time. What do you want that person to see, hear, and sense? Cre-
ating an exciting retail environment for your customers involves much
more than putting up shelves to display the merchandise. A good spe-
cialty shop integrates such diverse elements as lighting, flooring, displays,
windows, signage, music, and even aroma to create the perfect setting for
merchandising its product selection.

The Rain Forest Cafe’s gift shop at the Mall of America stops traffic
with its entry filled with the colorful spectacle of live exotic parrots on
hoops and then keeps shoppers enthralled with a wall of tropical fish once
they enter the store. A new era of imaginative retailing is upon us, and
many customers are looking for shopping experiences that are entertain-
ing, aesthetically pleasing, or relaxing. You may not want a talking tree, a
wall of TV screens, or a two-story waterfall in your shop, but you need to
let your imagination roam beyond the traditional rows of shelves and
hooks. Your shop design should make your merchandise look special and
your customers feel special.
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ESTABLISHING A DESIGN BUDGET

The size of your store and the amount of remodeling required to convert
the space you’ve leased into the store of your dreams will dictate whether
you need to hire an architect, store designer, or other professionals to as-
sist you. If the shop is small and you have good design sense, along with
some basic construction skills, you may be able to do much of the work
yourself. In planning, it is important to include key factors specific to store
design: traffic flow, lighting, security, product display, storage, and check-
out functions. A design professional with retail experience should be able
to help you incorporate these elements into the store design while still
maintaining your vision of what the store should be. If you cannot afford
a store designer, check to see if any of the suppliers of store fixtures in your
area offer knowledgeable design assistance.

Keep in mind that there are requirements that must be met regard-
ing handicapped access (both state codes and the national standards set
by the Americans with Disabilities Act), fire regulations, building codes,
zoning regulations, and possibly also Occupational Safety and Health
Administration standards. The requirements often vary depending on
whether you are taking over an existing store without making changes,
doing extensive remodeling to an existing space, or building a new struc-
ture. It is best to find out about all the requirements that will apply to
your store when you are still in the planning stage. Contact your local
planning department immediately, unless you will be working with an
architect or store designer who is already knowledgeable about applica-
ble regulations in your area.

Be realistic in what you decide to spend on store renovations, in-
cluding design services. It is a mistake to cut corners so much that the

Select a designer who is adept at translating your personal store con-
cept into reality. According to Frank Lloyd Wright expert Richard
Cleary, when Wright designed the V. C. Morris Gift Shop in San Fran-
cisco in 1949, he took such a proprietary interest in the project that he
would visit the shop after its completion and “correct” any displays or
arrangements of furnishings that conflicted with his vision of the store.
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store looks amateurish or unfinished, but many new retailers err in the op-
posite direction. In an attempt to look successful and well established from
the start, novice retailers sometimes spend so much on fixtures and other
furnishings that there is not enough money left for merchandise and the
first year’s operating expenses. Be aware that most professional store de-
signers are used to working with chain stores with deep pockets. Establish
a realistic budget early in the design process, and assume you will go over
it by 10 or 20 percent. You might be able to stretch your budget by pur-
chasing some fixtures used from a store going out of business. You may
also be able to get some displays at no charge from your suppliers. Com-
panies sometimes create special shelving units, wire spinners, or racks for
their products and offer these fixtures to stores for free, or at a price offset
by free merchandise. Old furniture and storage containers can be refur-
bished and transformed into displays. Crate & Barrel, which now has a
number of breathtakingly beautiful retail stores, started out as a small
shop displaying merchandise in the crates and barrels it arrived in.

Flexibility should be a key element in the design of a new store. If
you have never owned a shop before, chances are good that your store will
go through several major changes in the first year or two. You will refine
your merchandise selection as you learn what customers want. The check-
out and storage areas, and perhaps even the store layout, will change as
you see what works best for you and your staff. Look for shelves that are
adjustable, fixtures that are movable, lighting that is flexible, and flooring
that allows you to make layout changes easily.

REMODELING YOUR STORE

Few store designs are timeless. Even when your store is well established,
you will need to redesign sections of it every few years to keep up with the
times. A stagnant, dated store has a difficult time competing with new ar-
rivals. Your merchandise mix will probably change over the years, and
perhaps you will need to expand. Remodeling can be done as a total
makeover, which may require being closed for some time, or piecemeal.
Remodeling offers the opportunity to correct mistakes made when the
store first opened and to bring in new retail technology.

Be sure to involve your staff in remodeling plans, asking them what
they think could be improved. Check sales by department to see if some
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product categories deserve more floor space. Look for display fixtures and
ideas that you like as you attend trade shows and visit stores in other
areas. Your increasing experience in retailing should make design deci-
sions easier each time you decide to make a change.

THE DESIGN CONCEPT

The store’s merchandise focus will largely dictate the design direction you
will choose to follow. Expensive jewelry, for example, requires a more
subdued and elegant setting than art supplies. Traditionally, the more lux-
urious the merchandise, the more spacious the store. A narrow doorway,
subtle lighting, and soft carpeting also create a feeling of exclusivity. Ex-
pensive items are usually featured in displays that highlight individual
pieces rather than being “massed” on a shelf.

The color range of the merchandise to be featured may inspire a store
design concept. One of the most beautiful bath shops in New York is Ori-
gins, a boutique featuring natural soaps and cosmetics. The simple pack-
aging and ingredients of Origins’ products inspired a store with a modern,
environmental look incorporating blonde wood fixtures accented by a
dark green wall. Floor-to-ceiling windows on two sides bring in lots of nat-
ural light during the day, and miniature halogen fixtures fall like stars
from the ceiling to illuminate the store by night.

Crabtree & Evelyn’s stores also sell soap, but their approach to store
design is completely different. Inspired by the English origin of many of
the company’s products, Crabtree & Evelyn creates elegant stores with a
traditional Victorian look, featuring dark wood fixtures and floral wallpa-
per. Perfumania, a Florida-based retailer, takes a completely different ap-
proach, using whimsical fixtures to create a colorful, casual store, as
shown in Figure 3.1.

Some types of merchandise require special facilities, such as fitting
rooms, mirrors, seating, or easy access to back stock. You may want to de-
sign a flexible space that can be used for merchandise as well as occasional
classes and lectures, or a display counter that can double as a place to hold
demonstrations and samplings. Visiting other stores selling the same types
of goods can give you a sense of what works best for them. Make a list of
special layout needs before you begin the design process. Keep in mind
that fitting rooms and other special facilities need to be handicapped
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accessible. The regulations for the height of the fitting room mirror, the
size of the door, and other factors important to the comfort of customers in
wheelchairs are very precise.

In addition to the merchandise mix, it is important to base your store
design on the types of customers you hope the store will attract. A toy
store with a colorful and playful design will appeal to children and their
parents. A shop selling clothes for teenagers might want to go with a high-
tech look, with TV screens showing music and fashion videos. The store
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Figure 3.1 Perfumania’s creative store fixtures, designed by JGA, Inc., show that
even perimeter shelving need not be boring. Colorful, undulating, perfume-
bottle shapes help draw attention to the small products displayed on the shelves. 

(Photo by Al Freddy Photography; store design by JGA, Inc. Used by permission of 
Perfumania, Inc.)



design concept should encompass a color scheme and a “look” that can be
carried through in all the elements of the store: the storefront, signage, fix-
tures, lighting, and merchandising. The design concept will also influence
the store’s advertising, product selection, and even the way employees
dress. The more clearly defined the design concept is, the stronger the
shop’s identity will be.

THE STOREFRONT AND ENTRANCE

Perhaps live parrots are not the best way to draw shoppers to your store,
but your storefront should be as engaging and attractive as possible in
whatever way is appropriate to your retailing vision. The location and ar-
chitecture of your store are key elements in determining the type of store-
front you can consider. Stores located on shopping streets need to keep the
nature of the streetscape in mind, and those in malls must conform to
management’s standards for storefront design. Within these parameters, it
is important to create a distinctive and attractive look for your shop, be-
cause the storefront is the first impression you make on passersby—and
will often determine whether they come through the door.

Few stores can survive without display windows, and for many the
window display is their most successful advertising. Older buildings or
homes being renovated into retail space should create some windows for
merchandise display in order to announce that a retail store is within. To
create dynamic displays, you will need storefront windows with adequate
space, easy access, several electrical outlets, a ceiling grid for suspending
things, and flexible lighting. The back of these show windows can be open,
with a view of the store, or closed off with a glass or wood panel. A closed
back allows more creative use of backdrops and prevents customers from
reaching into the display, but an open-backed window is considered bet-
ter for security purposes, since it allows passersby to see what is happen-
ing in the store.

Stores selling small items, such as jewelry, will find it easier to dis-
play their merchandise in smaller windows—either independent shadow-
box windows, allowing for separate themed displays, or one long, narrow
window at a good viewing level for pedestrians. If valuables will need to
be removed from the window at night for security purposes, the backs of
the displays should provide easy access for staff, but not customers.
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The location and accessibility of the door may influence whether
people decide to enter the store. Some mall stores have wide, open en-
trances that span almost the entire storefront, in contrast to the locked and
guarded doors of exclusive jewelry or antique stores. The nature of the
doorway can communicate a great deal about the store’s range of mer-
chandise and prices. In an area without a large base of wealthy shoppers,
creating a store entrance that intimidates the average customer would be
a real mistake. Most people judge a store’s level of exclusivity from its ex-
terior, and won’t go inside to see whether the shop’s merchandise actually
happens to be within their price range.

Stores with parking lots or even sidewalk space have an added op-
portunity to create a pleasing first impression. Build a low fence around
your parking area, and landscape it with small trees and bushes. Place
pots of flowering plants by the store entrance, or hang flower boxes under
the display windows. In the winter, wind small white Christmas lights
through any trees and bushes near your store. In planning your landscap-
ing, be sure to allow for enough electrical outlets for seasonal lighting.

Signs and Awnings
Good signage is an essential part of any store’s advertising program,

communicating a quick message about the store to all those who drive or
walk by. An effective sign, well lit, is an important part of the store image,
especially for stores that are not in a mall. The store’s signage or awnings,
and the design of the logo and graphics, should complement the overall
design concept to make a clear statement of the store’s identity. Deter-
mine whether your community has specific codes about what types of
signs and awnings are permissible before commissioning this work or
any other exterior changes. We were surprised to learn that technically
we are not even allowed to take down our sign to clean it without getting
a permit.

A free-hanging sign or banner, hung perpendicular to the store, can
be an effective way to catch the attention of pedestrians. Most stores also
need a sign across the front of the store, or by the entrance, that gives the
name of the store and perhaps a brief tag line describing what it sells. The
material and type style used for the main sign should be in keeping with
the image you are trying to develop for the shop. You might paint the
name on wood, or purchase an illuminated box sign, with the name or
logo applied to a sheet of opaque plastic that is lit from behind. Another
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way of writing the store name is to use individual letters, like the gold
ones we found for our storefronts. These sturdy letters look as if they are
made of painted wood, but they are actually durable plastic. Other signs
use separate letters that are illuminated from behind, giving good visibil-
ity at night and an attractive appearance during the day.

One popular trend is to feature the name of the store on an awning—
either a retractable one intended for rain and sun protection or a perma-
nent architectural feature used to add character to a storefront. Permanent
awnings can be quite effective as a facelift for an older building and can be
lit from inside or above. All awnings detract somewhat from the visibility
of the store windows, which should be taken into account when deciding
whether to use them.

Neon logo and name signs can be an effective design element on a
storefront or in a window if the bright look of neon is in keeping with your
store image. Neon is visible from some distance and comes in a wide vari-
ety of colors that can echo the color scheme used in the store. Neon in the
window should be hung high enough that it will not interfere with win-
dow displays, since it is not easy to move once it is in place. Some store de-
sign specialists claim that a neon “open” sign can be one of the most
important features in a store’s window. Certainly freestanding stores open
evening and weekend hours may want to promote this fact with a neon
sign. Be sure to keep all sections of any neon sign functioning at all times;
a burned-out letter or two makes a poor first impression.

Can your store be seen from the side as well as the front? This pre-
sents an added opportunity for signage, or perhaps an attractive mural that
incorporates the store name. Schmitt Music Center in Minneapolis is easily
recognized by the huge painting of sheet music on the side of its building.

If your shop is located on a neighborhood street, check sign ordi-
nances to see if you are allowed to place a sandwich-board sign between
the sidewalk and the curb. This sign can state the name of the shop and the
fact that you are open, or can include a chalkboard area to announce daily
specials. Stores set back from the street, or on an upper level, may be able
to arrange for a signpost near the sidewalk with information about the
store. A small vertical showcase built onto the sign, with a few samples of
merchandise, may help lure customers into the shop.

Stores not located in a mall need to feature their street number in
large letters on the storefront, or on or above the door. Customers often
have difficulty finding a certain address, because many stores don’t use
numbers large enough to be seen from a car. There should also be a sign on

The Storefront and Entrance 57



the door saying “welcome” and giving the store hours. Make your own
hours sign if those that are commercially available are not in keeping with
the image you are trying to create.

The Entranceway
Paco Underhill, in his important work on the science of shopping en-

titled Why We Buy (New York: Simon & Schuster, 1999), emphasizes the
importance of the “transition zone” when customers first enter the store
and have not yet adjusted to the lighting level, aroma, scale, and temper-
ature of the shop. “Whatever is in the zone they cross before making the
transition from outside to inside is pretty much lost on them,” according
to Underhill (page 47).

He feels particularly strongly that shopping baskets should not be
placed in this entryway, but rather should be accessible to shoppers once
they have their hands full. “Put a stack of shopping baskets just inside the
door: Shoppers will barely see them, and will almost never pick them up.
Move them 10 feet in and the baskets will disappear” (ibid.). It also helps
to offer a shopping basket to any customers holding three or more items,
and Underhill’s studies show that customers will almost always accept
this offer—and buy more.

After reading Why We Buy (a book I highly recommend to all re-
tailers), we purchased larger shopping baskets for our customers, having
noticed shoppers tend to stop shopping when the basket is full. Having
small shopping carts, if you have room, will encourage even larger pur-
chases. Some stores, such as Old Navy, have had great success with nylon
shopping totes that can be carried over the shoulder. Their sales associates
carry a supply of the totes as they move through the store, offering them
as needed.

LAYOUT

Once the customer walks through the entranceway, the layout of the 
displays and other fixtures will influence the path he or she takes through
the store. Although shoppers today value an efficient and convenient
shopping experience, it is not in your best interest to create a layout that
customers can scan quickly. Instead, you want to lead them from one fas-
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cinating area to another on a pleasurable voyage of discovery. Paco Un-
derhill notes, “Our studies prove that the longer a shopper remains in a
store, the more he or she will buy. And the amount of time a shopper
spends in a store depends on how comfortable and enjoyable the experi-
ence is” (page 33).

If your retail space is rectangular, you may be tempted to line up dis-
plays parallel to the walls, forming orderly, straight aisles. This grid layout
is fine for grocery or convenience stores but it is too boring for specialty
shops concerned with creating an interesting atmosphere. Try putting up
partial partitions perpendicular to the walls, forming small display al-
coves, or setting up new walls extending out from the existing walls in a
zigzag pattern. Freestanding displays can be used to break up a rectangle
into smaller spaces that invite shoppers to explore. Although you don’t
want to create totally hidden nooks and crannies that are tempting to
shoplifters, you do want to give the impression that the store has more to
it than can be seen at a quick glance. In a mall, it is especially important 
to create an eye-catching display against the back wall in order to draw
shoppers all the way into your store.

Traditional wisdom has it that most customers turn to the right when
they enter a store, which can be helpful in deciding what merchandise to
feature in that key area. Large stores sometimes use an oval “racetrack” of
vinyl flooring to lead customers through the store, counterclockwise, with
merchandise displays off to the right and left of the oval in carpeted areas.

When laying out the floor plan, keep in mind that customers in
wheelchairs or pushing strollers need to be able to negotiate the aisles and
the spaces between displays. Apparel stores especially tend to pack too
many fixtures into a small space, making it difficult for anyone to get
through, let alone browse comfortably.

Paco Underhill relates his theory of the “butt-brush effect” in Why
We Buy, claming that evidence proves shoppers will not linger in any aisle
so narrow that someone might bump or brush into them while they ex-
amine merchandise. He also makes the valid observation that products in-
tended for less agile shoppers (senior citizens, for example) should be
placed higher up on displays, rather than at floor level. Plan for 36 inches
of clearance on all sides of your displays, keeping in mind that clothing
hangers and merchandise often extend out from the display unit itself.
Good store design shows respect for customers’ comfort—and highlights
the merchandise to its best advantage.
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The location of amenities, such as the checkout counter (also called a
cash wrap), should be determined early in the layout process. There are
many factors to take into account in deciding what shape to make this
counter and where to put it. Some security-minded stores build central, el-
evated round checkout “fortresses.” These allow staff to view shoppers
throughout the store, but are a barrier to staff interaction with customers.
Ideally, sales associates should be able to get out from behind the counter
easily to assist customers. A checkout counter placed in the back of a small
store allows staff to see customers entering the store, but may allow
shoplifters to make a quick retreat with merchandise stolen from displays
near the entrance. A checkout counter located too close to the entrance, on
the other hand, does not invite shoppers to come in and browse. For most
stores, the best solution is to locate one or more checkouts partway into the
store, but not so far back that the sales associates at the counter cannot
greet customers soon after they enter.

FLOORING MATERIALS

The path the customer takes through the store can be influenced by the floor-
ing you choose. Vinyl, rubber, wood, or linoleum is often used in entrance-
ways and checkout areas. When used to highlight heavily trafficked paths
through the store, this hard flooring delineates the route the shopper is ex-
pected to take. These types of flooring are easier to maintain than carpeting
and can be covered with rented mats in inclement weather. Rental mat ser-
vice costs more than owning your own floor mats, but we love having our
service pick up our wet and muddy mats on Friday and replace them with
clean, dry ones—almost like diaper service, and every bit as welcome.

Carpeting creates a feeling of luxury, and may be used throughout
the store or just in display areas. Nylon carpets with a low pile are durable
and will last many years if cleaned regularly. Be sure to buy high-quality,
commercial-grade carpeting, and select a shade and blend or pattern (not
a solid color) that will not readily show dirt. We chose too light a color
when we last carpeted, and it showed stains almost immediately. Putting
in new carpeting requires dismantling most of the fixtures in the store, so
we’ve been putting off replacement as long as we can.

Keep handicapped and low-vision customers in mind when select-
ing your flooring. Dense, short-pile carpeting is easier than other types of
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carpeting for those in wheelchairs. And changes in surface texture help
signal a step up or a ramp for those with vision problems.

WALL TREATMENTS

The walls of a shop usually are used to form a neutral backdrop for the
merchandise and fixtures. Some merchandise, however, needs a bright
background to liven it up. Dramatic wall treatments, including murals,
can also be used to draw attention to displays of small items such as shoes.
Walls of different colors can be used to distinguish one area of the store
from another, but, of course, these colors must be well coordinated.

Most recently built stores have uninteresting white walls made of
wallboard, a surface that fortunately takes well to paint or wallpaper.
Some stores paint their walls in a strong color and then create a textured
feeling by sponging on a second shade of the same color. Other stores
leave the walls a light, neutral color that does not overpower the mer-
chandise. A compromise is to have one accent wall, or areas around the
top of the walls painted in a distinctive color, while the rest of the walls are
neutral. These accent areas can be repainted or wallpapered periodically to
reflect changes in the seasons or in color trends of merchandise, giving the
store a fresh look.

Brick or block walls, usually found in older buildings, add warmth
and character to a store but are difficult to drill into. Freestanding display
fixtures work best in this situation, along with a rail along the top of the
wall that allows you to attach wires for hanging pictures, posters, and ban-
ners. Wood paneling is a warm, comfortable wall surface but does not
allow for easy change and can overpower rather than complement some
merchandise. Fabric panels that can be taken down and recovered are
more versatile, and can give the store a whole new look each time the
color scheme is changed.

LIGHTING

The correct choice of lighting is essential to setting the store’s mood and
displaying merchandise to its best advantage. Visiting a variety of stores
in order to see what type of lighting is used can be very helpful, since
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most of us don’t normally pay conscious attention to this detail. You will
notice that most grocery and discount stores use economical, bright fluo-
rescent or high-density discharge lighting. Specialty shops are more likely
to use incandescent, tungsten, or halogen lights and sometimes also nat-
ural daylight.

A combination of lighting types often works best. Fluorescent lights,
especially full-spectrum bulbs designed to resemble daylight, work well in
areas needing overall lighting. Fluorescents are energy efficient and re-
quire less maintenance than other types of bulbs. Some stores use fluores-
cents in a valance around the perimeter walls, and also overhead to give
general lighting, with nonfluorescent spotlights to highlight merchandise
and show the true color of the goods.

Many smaller shops avoid fluorescents altogether, except in storage
and work areas, finding that subdued lighting is one factor that helps dis-
tinguish a specialty shop from the glaring, impersonal feeling of a big box
discounter. A few, however, go too far in trying to appear intimate or ex-
clusive and create a dark, uninviting space. A store needs to look as if it is
open for business. Excessively dim lightly is intimidating and makes it dif-
ficult for customers to see the merchandise.

Incandescent or halogen track lighting, attached to fixed rails on the
ceiling or wall, or on hanging parallel wires, offers versatile lighting that
can be adjusted to focus on various displays. We use incandescent reflec-
tor flood, or spot, lights in inexpensive clamp-on lamps attached to the
ceiling grids throughout the store. For certain merchandise, such as glass-
ware and silver, we use special halogen floodlights that enhance the
sparkle of these items. Low-voltage, narrow spotlights are also excellent
for true color rendering and adding sparkle to displays. When focusing
lighting on a display, be sure to provide enough light for the customer to
see details such as the price and description and avoid shadows and
glare.

In addition to ambient and merchandise illumination, lighting can be
used as a design feature in the store. Attractive wall sconces in the en-
tranceway, for example, help create a welcoming environment. Dramatic
lighting can lead customers from one area of the store to another. Drop
lights, either tiny halogens or traditional incandescent, can demarcate and
illuminate checkout counters. Be sure that lights in work areas such as this
do not shine in anyone’s eyes or force a standing customer or seated em-
ployee to look at an exposed bulb.
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Ideally, natural light should be used some of the time, saving energy
and showing merchandise exactly as it will look outside the store. But nat-
ural light can be a challenge to work with unless you live in a dependably
sunny climate. Supplementary lighting needs to be available for rainy
days and for after sunset, preferably set up so that it is triggered to come
on only when needed. We use a timer on the lights in our display win-
dows so they are only illuminated from dusk to early morning, but we
have not yet managed to adjust our interior lighting to the ever-changing
Wisconsin weather.

Consider emergency lighting at the same time that your lighting sys-
tem is installed. Exit lights are available with battery backups so that they
will remain illuminated during a power outage. You may also want to in-
stall self-charging, battery-operated lights that will maintain at least a min-
imal amount of lighting in an emergency. All shops should have a few
working flashlights on hand, along with a battery-operated radio.

Store designers are usually very knowledgeable about the special
lighting needs of a retail environment. Other sources of information in-
clude display fixture companies, wholesale suppliers of light bulbs, and
your local electric utility. Lumber yards and stores selling light fixtures for
homes may have many types of lighting that you can use, but you cannot
count on the sales staff knowing much about retail lighting. Several books
on store planning in the Resource Guide may provide useful ideas for de-
signing your store’s lighting.

Some localities require commercial users to submit calculations of
their proposed energy usage, which will affect your lighting options. Be
sure to check with these regulations before purchasing light fixtures.

CEILINGS

The type of lighting you choose will strongly influence the ceiling treat-
ment that works best in your store. We painted our ceilings black, with a
wood grid hanging a few feet below to hold our metal reflector clamp
lights. Track lighting, which comes in a wide variety of styles, looks best
attached to a solid ceiling painted a neutral color. Acoustic tile with built-
in fluorescent fixtures is not an exciting look, but may work well in 
areas where it is not necessary to focus lighting on merchandise displays.
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Special hooks available for the metal grid used to hold acoustic ceiling
tiles allow signs, banners, and even merchandise to be hung easily from
the ceiling.

Older buildings with high ceilings offer a special challenge. If the
ceiling is attractive—for example, an antique tin ceiling—consider leaving
it exposed, but focus customers’ attention on merchandise at eye level by
using lots of small halogen drop lights, a wood grid, or a wire system with
track lighting. Pipes, wiring, and other exposed utilities on the ceiling can
be painted black so they disappear, or they can be decorated as part of the
store decor. Very high ceilings may create the feeling of an impersonal, un-
friendly space, so it is important to keep lighting and displays at a height
that is comfortable for the average shopper.

SELLING ON SEVERAL LEVELS

Stores with a balcony, mezzanine, or upper level face a special challenge.
Customers are much more likely to browse on the main floor on impulse,
but in order to get anyone to go up a flight of stairs, there must be special
motivation. Upper levels are best used for merchandise that customers
have specifically come in for, and for which they are willing to make an
extra effort. Good signage is essential to draw customers to an upper level,
and it is important that sales assistance be available once the customer has
climbed the stairs. We have a work station on the second floor so we can
make good use of the time between customers, but shoppers are some-
times reluctant to ask us for help if we are working there, despite the large
“customer assistance” sign above the desk.

Using a second-floor retail space poses two main drawbacks. The
first is that customers who are physically challenged find it difficult or im-
possible to come upstairs unless there is an elevator. New stores under
construction and those undergoing major renovations should check the re-
quirements for ramps, a wheelchair lift, or an elevator. The second draw-
back is that shoplifting is a greater problem upstairs because there are
usually fewer customers and sales assistants present.

Stores merchandising on just one level sometimes use slight eleva-
tions to break up a large space or to highlight one area of merchandise by
making it a few steps higher than the rest of the store. This arrangement
may be visually appealing, but great care needs to be taken to keep cus-
tomers from tripping on steps they may not notice. Ramps for wheelchairs
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to go up even the slightest elevation can take considerable floor space,
since the ramp must be 1 foot in length for every 1 inch of rise.

DECIDING WHAT MERCHANDISE GOES WHERE

Some retailers view store layout as an exact science, with the location and
number of square feet allotted to each merchandise department deter-
mined by the dollar volume and profitability of that area. Others like store
design to be a bit more spontaneous. You don’t know from the outset
which merchandise categories will be the most popular anyway, and cus-
tomers often enjoy an element of serendipity. The store that develops
somewhat organically can easily adapt to trends in merchandising and
decide at any time to allot more space to a department showing a major in-
crease in sales.

A good store layout and exciting displays will lead customers
through the entire shop, so the only really key decision is what to place in
the front of the store in order to draw shoppers in. Front displays should
make a statement about the store and what it has to offer. Never put clear-
ance merchandise in the front part of the store, unless you are promoting
price above selection or quality.

Display Fixtures: Highlighting Special Merchandise
There are two basic approaches to displaying merchandise: show-

casing a few examples of each item, with more in back stock, or massing
the items out for self-service. We live in an era of mass merchandising, and
most retail stores put as much merchandise as possible on the selling floor.
This cuts down on storage costs and customer service expense, but it is not
the best way for all stores to show all merchandise. In general, the more ex-
pensive the item, the fewer you should have on display. Highlighting a
single sample of an item makes it seem special. This exclusivity is a posi-
tive selling point for jewelry, art, crafts items, collectibles, designer cloth-
ing, antiques, and other high-end merchandise.

The types of fixtures used for single-item display are different from
those designed to hold as much as possible. Locked showcases are neces-
sary for the security of very expensive items. Keep the keys to these show-
cases in a place accessible only to staff, and be sure to have a second set in
case they are misplaced. A large, unusual key ring can help keep a thief
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from pocketing the showcase keys and prevent staff members from inad-
vertently leaving them where they don’t belong.

For unique products that do not need to be under lock and key, glass
shelving may work best. It allows light to focus on the item from all four
sides and can be attached to the wall or built-in shelf units, or used in free-
standing standards made of wood or metal. Display systems made up of
glass cubes are generally adjustable and versatile in their display uses.
The one disadvantage to using glass is that it shows dust and fingerprints
easily and needs constant attention to prevent customers from seeing tell-
tale outlines when they pick up items to examine them.

Many stores use furniture to display their products, creating settings
that help customers imagine how the merchandise might look in their own
homes. The warm color of wooden furniture makes an excellent back-
ground for many items, and tables and bookshelves can be accessorized
with runners, tablecloths, or other fabric to change their look throughout
the year. The main drawbacks to using furniture are that most etagères
and hutches lack the adjustability that one looks for in a display fixture,
and large tables can take up a lot of floor space without allowing for mer-
chandise to be displayed above or below the tabletop level. Some stores
offer the furniture they display merchandise on for sale, getting double
duty out of their display space (though you may face a display crisis if a
customer decides to buy a key fixture).

Maximizing Mass Merchandise Fixtures
Mass merchandising need not be unattractive. The repetition of one

item many times over can create a pleasing pattern, especially if attention
is paid to color placement and to making sure the display is always full
and neat. The customer looking at a massed display gets the impression
that the store believes strongly in an item (otherwise why would there be

Søstrene Grene, an innovate Copenhagen shop selling an eclectic mix
of gifts, closeouts, and environmentally friendly products, makes hu-
morous use of locked glass display cases by playfully spotlighting a sin-
gle sample of two or three $1.00 items as if they were precious gems.
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so many of them?) and that the item is probably not very expensive. Many
customers appreciate the fact that a massed display allows them to help
themselves rather than looking for a sales associate for help.

Glass fixtures and wood furniture can, of course, also be used to put
out large quantities of each item. Mass merchandising traditionally uses
fixtures such as wall systems, wire grid cubes, rounders (circular clothing
racks), bins, and the omnipresent gondola, a freestanding display with ad-
justable shelving along the two long sides and merchandise on the end
caps as well.

Creative alternatives to traditional shelves and racks can give your
store a unique look. We have used terracotta pipes and clay flower pots to
show merchandise, as well as heavy plastic buckets and tubs. We use lots
and lots of baskets in our displays, most of which are also for sale.

Many stores use pedestals of various heights to display merchandise
and find that these units are also useful in window displays. Small, round
display tables can be found in inexpensive versions made of particleboard,
or even cardboard and plastic, and covered in a wardrobe of tablecloths to
match the season or the merchandise. Often a floor-length round table-
cloth is used to drape, or skirt, the unit, and then a smaller contrasting
square cloth “topper” is used under the merchandise. Basic platforms,
raised a few inches off the floor, help highlight big stacks of packaged
merchandise being massed on display, a technique colorfully referred to
as tonnage.

In displaying clothing, the use of varied heights also effectively high-
lights fashionable merchandise. Instead of rounders, which display every-
thing in a circle, all at the same level, consider waterfalls, t-stands, and
wall units with hooks at various heights.

Wall Display Units
There are several systems for using walls, and the back panels of

gondolas, to hold hooks and shelves. Pegboard was once considered a ver-
satile and attractive way to hold merchandise, but it now looks dated. Slat-
wall, a grooved panel system available in many wood, laminate, mirror, or
paintable finishes, is the current favorite for specialty shop retailers. A wide
variety of hooks, clothing merchandisers, acrylic shelves, and bins are
available to hook into slatwall. Slatwall allows displays to be changed
quickly and easily, although the surface color of the slatwall itself may 
be more difficult to alter if it is made of one of the durable laminated
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materials. Slatwall can be put around a column to take advantage of space
that might otherwise go to waste. There are also slatwall spinners that can
be used with shallow shelves or short hooks to create compact but effec-
tive displayers for small items. The drawback to slatwall is that its hori-
zontal pattern can be monotonous if overused. Areas of slatwall need to be
broken up by occasional flat surfaces or other textures or patterns.

Wire grid systems can be used to hang merchandise on hooks or
hangers, and can be used as a free-hanging display rather than up against
a wall. A sporting goods store, for instance, could hang a wire grid panel
with mittens and gloves clipped onto both sides. We have two grids hang-
ing from the ceiling to show our line of stainless ladles, tongs, and spatu-
las. We keep a few extra grids on hand for customers who want to use the
same idea to store the utensils in their own kitchen.

Remember that whatever fixtures you choose, the merchandise
should remain the primary focus. Display fixtures should allow the goods
to be displayed attractively and help keep them neat. Traditionally, shelv-
ing for massed merchandise is adjusted so there is a standard 2-inch space
between the items and the shelf above. This is not practical when shelf is
used for an assortment of merchandise of varying heights, but it can be
used to create an efficient and attractive display of uniform items. The
shelving at Nature’s Northwest, shown in Figure 3.2, is an excellent ex-
ample of an attractive and productive wall display unit.

INTERIOR SIGNAGE

A thorough design plan should include interior graphics that reinforce the
store’s name and logo and point customers to the rest room and various
merchandise departments. If you carry brand-name merchandise, the
company’s familiar logo may be a positive selling point that should be fea-
tured in your signage, and vendors sometimes help pay for this type of
sign. Signs can be painted on hanging panels or directly on the walls. Fab-
ric banners are an effective way to communicate information. They add
color to the store design and can easily be changed.

Consider painting the store name or logo on the wall behind the cash
register, and using your logo typestyle for signs throughout the store. Our
hand-painted imported English pub-style sign couldn’t survive outside in
the harsh midwestern winters, so we display it over a fireplace mantle in-
side the store. It is surprising how many customers, even with a visual cue
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like this, still aren’t sure what store they are in. Word-of-mouth advertising
is the best kind, so it’s important that customers know and remember your
store name so they can mention it to their friends. Be sure the store name is
clearly posted by the cash register for those writing checks.

Signs That Speak
Many shops show great care in selecting coordinated display fixtures

but forget to pay attention to the need for a well-designed program of prod-
uct information signs throughout the store. The official retailing term for
these signs is shelf talkers, because they communicate prices, sizes, and the
benefits of the products to shoppers. You can never have enough sales staff
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Figure 3.2 This flexible wall unit at Nature’s Northwest in Portland, Oregon, uses
adjustable flat and slanted shelves to display bath items. The space above the
shelving features a long chalkboard for signage, in keeping with the store’s artisan
theme.

(Photo by Charles Chesnut; store design by JGA, Inc.)



to explain every item to every customer. Signs that are beautifully made
and thoughtfully worded can give the impression that you are speaking di-
rectly to the shoppers, telling them what you’d like them to know.

A visit to a dozen specialty shops in New York’s SoHo district re-
veals that almost every shop has a distinctive look for its shelf talkers.
Each store uses a recognizable background paper, type style, and frame for
its signs. Careful thought has obviously been given to selecting a look con-
sistent with that shop’s decor. A garden accessories store uses natural kraft
paper signs with its logo at the top, whereas a bed linen shop prints dis-
play signs on a paper with a subtle floral pattern.

Display signs can be strictly factual, giving the sizes and prices for
each item, announcing new arrivals, or highlighting a sale. But some of the
best POP (point of purchase) signs are almost conversational in tone, point-
ing out the virtues of a product and telling the customer something about
where the item was made or about the craftsperson or tradition behind the
product. Think of what you would say about the item if you were enthusi-
astically describing it to a customer or writing about it in a catalog. Use
your signs to “talk” to shoppers who are browsing and are willing to take
the time to read them. Video stores and bookshops use shelf talkers to tell
customers which selections are favorites of their staff members. Shoppers
especially appreciate this service when it includes a few lines by the em-
ployees expanding on their recommendations.

We have developed standard signs with our logo on them that we
keep in a file on our computer. We add the text and print them on white
card stock, inserting them into inexpensive acrylic frames or laminating
them using self-adhesive sheets or our small laminating machine. After
years of typed and handwritten signs, it is a big improvement to have all
the signs in the store present the same look.

You might also want to purchase a P-Touch machine, which allows
you to print out strips of words in neat black or colored type on self-
adhesive tape that is either clear or white. We use our P-Touch machine
to label shelves and even to put descriptions or prices on display samples
of products.

THE CHECKOUT AREA

Every detail in the planning of the customer’s side of the checkout area
should contribute to making the experience of buying something from your
store simple and pleasant. The sales associates will spend much of their
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time on the other side of the counter, so careful attention to planning the be-
hind-the-counter area will pay off in a more efficient and contented staff.

The height of the check writing area of the counter is usually 42
inches, however this is too high for customers in wheelchairs. Providing
one counter 29 to 36 inches high or a pull-out shelf at wheelchair level is a
courtesy to disabled customers; in addition, it may be required by local
building codes and is specified in the Americans with Disabilities Act.
Find out about these regulations before finalizing your design.

For the comfort of employees, some stores have the customers’ side
of the counter at standard height and the sales associates’ work area be-
hind it somewhat lower so the employee can be seated on a stool or stand-
ing while ringing up purchases, bagging, and wrapping. You should also
take into account whether the design of the counter and the area behind it
would allow an employee in a wheelchair to wait on customers. The
Americans with Disabilities Act, together with local and state building
codes, require that efforts be made to create equal access to jobs for all po-
tential employees.

The length of the counter is determined by how many cash registers
will be on the counter, as well as any additional electronic equipment,
such as scanners and data capture machines. Because there is no way to
predict the future of retailing technology, it is wise to allow extra space
and electrical outlets for changes. Also be sure to allow ample room on 
the counter for the customers’ merchandise, especially if you intend to
have small displays of impulse items by the register.

Behind the Counter
Comfort and safety are primary concerns for the employee side of

the counter. Flooring should be easy on the feet, and stools should be pro-
vided for occasional rest breaks. To discourage money theft, the area di-
rectly adjacent to the cash register drawer should be accessible only to
staff. A telephone or intercom for easy communication with other parts of
the store should be within easy reach.

The back side of the checkout counter is often used to store sheets of
tissue, a bin of shredded tissue for cushioning items being boxed, flat mer-
chandise bags, and gift boxes. The more shelves you have, the better for
separating gift box sizes, so that each size has its own compartment. Staff
members can put their hands on the right size box or lid in a hurry, and re-
stocking these supplies every day is easy. Shopping bags can also be
stored under the counter or hung nearby.
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If there are two registers at the same counter, the most commonly
used supplies should be duplicated on each side so sales personnel don’t
have to reach across each other to get at them. It is also useful to keep pens,
paper clips, staplers, additional register tape, scissors, tape, note paper, tis-
sues, customer request forms, and business cards under the counter, along
with a waste basket and recycling bin.

Additional supplies for boxing and wrapping are often located in an
adjacent counter area or behind the checkout counter. Stores that sell many
items that need to be wrapped in tissue paper may wish to have a slightly
lower “well” in the wrap counter to fill to counter level with a stack of tis-
sue sheets, ready to use. Spools of ribbons, bins of premade bows, and rolls
of paper for gift wrapping can be hung on the wall behind the register, to-
gether with gift wrap samples for customers to choose from. Remember
that any area that is visible to customers must be kept neat and attractive.

We put merchandise in boxes, with bows and ribbon, behind the
checkout counter, but have our gift wrapping department located else-
where in the store. We try to make the best use of limited space in our
small building, and there just isn’t room for rolls of wrap behind the
counter. Customers don’t seem to mind having to go to another part of the
store to have packages wrapped, and this does cut down on the congestion
around the checkout counter when we are really busy. Some stores that
normally do gift wrap behind the counter set up a second wrapping area
during the hectic holiday season.

A filing cabinet behind the checkout counter is useful for storing fre-
quently consulted product information files, as well as wedding registries
and forms for services such as shipping, layaway, gift certificates, and spe-
cial orders. We also keep a folder for each employee in the cabinet behind
the counter (mostly for paychecks, notes, and newsletters) and a file for
concert tickets we have agreed to sell for local arts groups.

We keep a change box with rolls of coins in a cabinet behind the
checkout counter. When a register needs change, a sales associate “buys”
a roll from the change box with money from the till. As part of our recon-
ciliation at the end of the day, we double-check to make sure there is still
the correct amount in the change box.

During the slower months, our sales staff checks in merchandise be-
hind the counter. This lightens the work load of the stock staff and also
makes the time go by faster when there are not many customers to wait on.
We try to keep a work surface clear for this activity and have all the sup-
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plies for pricing nearby. A large shipment can make quite a mess behind
the counter, so ideally only small orders are brought up to be worked on.
It is a challenge to be ready to help customers at any moment while also
unpacking merchandise, but we emphasize to the staff that no matter what
else they are doing, customer service is always their top priority.

Signage near the checkout counter should promote gift certificates,
gift wrapping, and any other special services. There should be a sign ex-
plaining the store’s return policy and indicating which credit cards you ac-
cept. Have a supply of business cards on hand, lots of pens for customers
to use when writing checks, and a small sign showing how to spell the store’s
name. You might also have a self-inking stamp made of the store name so
customers don’t have to write in the store name on checks. We keep a self-
inking endorsement stamp by the register to stamp the back of each check
as we receive it, saving us time at the end of the day and preventing any-
one from being able to steal and cash our checks.

SECURITY CONCERNS

In addition to making sure that your checkout counter is well located for
the security and comfort of your staff, you may want to take measurements
to protect your store from shoplifting, a crime that is unfortunately a fact of
life for all retailers. If you plan to carry very expensive (or easily resold)
items, you’ll want to install shoplifting sensors in your entranceway, which
will limit its width. Products being protected by the system will need to
have reusable hard tags attached to them to be removed upon purchase or
some other encoding that will alarm the sensor if not deactivated.

You might also want to have a video security system scanning the
store at all times with these images viewable in a back office and stored on
videotape in case of a crime. (These cameras are also now being used by
some corporate offices to check up on their sales staff’s activities.) Video
security systems and exit sensors are both available in dummy form that
may deter some shoplifters, as may convex and domed mirrors that help
you see into “blind” areas.

Don’t forget to look into smoke alarms, sprinklers, and emergency
exit lights in case of fire, and an alarm system for after-hours protection.
You may also want to build in a safe or other locked location for storing
cash. Many of these issues are discussed in Chapter 11.
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BACKGROUND MUSIC

Stores should not be silent. Customers feel self-conscious walking into a
quiet space, intimidated by the fact that the sales staff can hear every word
they say. Background music not only helps customers relax but can help
create a memorable atmosphere that reinforces your store image. The
music you choose should be pleasing to the majority of your customers
and agreeable to your staff. Since staff members listen to the background
music for hours and hours, it is important to have a large selection of man-
agement-approved music to help prevent audio boredom. Music choice
and volume level should not be left up to chance or the staff’s whim.

What type of music is best for your shop? Some specialty shops will be
able to find music that carries out the store’s theme, such as seasonal music
for a Christmas shop or music with sounds of nature for an environmental
store. Others will need to look at what type of music creates the best mood
for their customers. Studies have shown that instrumental music is in gen-
eral less distracting than vocals, although customers might be drawn into a
shop selling retro clothing by the sound of Billie Holiday singing the blues.

The volume level is a crucial factor in creating a pleasing audio at-
mosphere. Music should not distract customers from their shopping or in-
trude on conversation. Nor should it be so quiet that it can barely be heard.

Many shops play a commercial radio station in the background,
complete with ads, news, weather, and announcer chitchat. Not only can
this be distracting, but the ads may include some for your store’s compe-
tition—not exactly what you want customers to hear when they are shop-
ping. Noncommercial radio is a good alternative during the times of day
when the programming is all music. Be sure to make a contribution to
your local public radio station if you use their service. Cable television
companies sometimes offer a commercial-free music service, and the
much-maligned Muzak may be available in your area. These services pro-
vide a variety of music all day long, with few if any repetitions, but, of
course, you and your staff have no control over the individual selections.

We use a CD player filled with more than one hundred discs, cover-
ing a wide range of piano music, light jazz, instrumental classics, and
Celtic folk tunes. Although I would prefer a system that rotates from one
full disk to another at random, ours at least offers the option of playing
random tracks from the entire CD collection.

Playing music in the store brings up the thorny issue of paying for
the rights to use the recordings commercially. Technically a store playing
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the radio, cassettes, or CDs is required to pay an annual licensing fee to ei-
ther ASCAP or BMI, or both. These fees, which go to the artists whose
music you are playing, are based on the number of speakers used in the
store. The only legal way to avoid paying for licensing is to play only
recordings that you sell and to which your supplier has the rights.

CREATING AN AROMATIC ENVIRONMENT

The effect of fragrance on the mind is a relatively new field, and at the mo-
ment, few stores use fragrance to create atmosphere unless the scent is part
of a product being sold. Customers can be turned off by too strong a fra-
grance, such as burning incense, either because they dislike the aroma or
because they don’t wish to have it clinging to their hair and clothes when
they leave the store. A pleasant, light aroma is known to have a pleasing
effect on most people. The scent of pine and cinnamon can help create the
right atmosphere in a Christmas shop, even if the weather outside says
summer. A shop promoting bathing suits in the winter could use shells
and a sea-scented potpourri to help set the mood. Potpourri, room spray,
and scented candles can be used to establish a subtle aroma in a store.

STORAGE, OFFICES, LOUNGES, 
AND OTHER BACKSTAGE NEEDS

The high cost per square foot of many retail locations makes it tempting to
devote almost every inch to the sales floor in order to maximize display
space. Certainly the area devoted to merchandise display is the most im-
portant part of a shop, but few stores could survive without a rest room,
unloading area, storage space, and an office.

Customers and staff alike appreciate access to a clean rest room. In
most states, stores are required to provide a rest room easily accessible to

Anita Roddick of The Body Shop sprayed strawberry essence on the
sidewalk leading up to her first shop in order to attract the public’s
attention.
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customers and large enough for use by someone in a wheelchair. The rest
room should have a safety bar and other features specified by the Ameri-
cans with Disabilities Act.

A comfortable and efficient office, stock area, and employee break
room make for a happy bookkeeping, buying, and stockperson staff. But
few stores, including ours, have enough room to make these areas as spa-
cious as they should be. Remodeling money tends to get put first into the
parts of the store where customers can see it.

In designing behind-the-scenes spaces, remember that staff members
need a place to eat lunch and to keep their coats and other personal items.
We keep a small refrigerator stocked with cans of soda for our staff and
have a microwave on hand for them to heat up food. If you have room, it
is a good idea to provide individual lockers (with locks) for employees’
purses and other personal possessions.

Stock arriving by truck should not come in through the front of the
store, and there should be a place for unpacking merchandise without
making a mess on the sales floor. Ideally, the space for unpacking mer-
chandise should be located near the freight entrance and should be roomy
enough to accommodate new arrivals as well as merchandise not yet
checked in. Supplies such as price guns, tags, pens, knives, and forms for
checking in and routing merchandise should be close at hand. Bins for
sorting trash and recyclables should be nearby.

A store can never have enough storage space. It is not a luxury;
rather, storage space is often a key to good customer service. Customers
find it frustrating when a store is out of an item they want. Adequate stor-
age space allows the store to carry enough depth of stock in key items to
prevent outages that result in lost sales. Of course, too much storage space
can encourage costly stockpiling of merchandise, but few retailers feel that
they have enough room for the stock they need, especially on site. Many
stores with multiple locations take advantage of less expensive storage in
a nonretail area and supply each store’s needs from a central warehouse.
Individual stores also sometimes find space in another location, such as
commercial rental storage units, to store merchandise, displays, and sup-
plies. We rent a nearby garage to store boxes and bags, since these items
do not require the security of a locked unit. Be sure to check your insur-
ance coverage for any items stored off premises, even if the storage is in
your own garage or basement. Keep storage areas clean and neat, with
aisles clear for employees carrying boxes of merchandise. A messy stock-
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room can be a fire hazard, as well as an inefficient way of keeping mer-
chandise close at hand and in perfect, salable condition.

A store also needs a place to keep supplies such as brooms, vacuum
cleaners, and snow shovels. Cleaning supplies that may contain harmful
chemicals should not be stored unlocked in a bathroom available for cus-
tomer use. Trash and recycling awaiting removal need to be stored. Shops
often find that trash left outside is gone through by scavengers looking
for discarded merchandise. We have installed a locked bin behind our
building for general trash and rent a dumpster for recyclable paper and
cardboard.

Quiet Times
You will probably spend as much time at your store as you do at

home, at least during the first few years, so include a few amenities to make
your life more comfortable. A small kitchen area with a refrigerator, micro-
wave, and sink will be appreciated by your staff as well. Make sure there is
a place to relax, with comfortable seating and good reading light. During
the day, the store belongs to the public, but in the early morning or late
evening, it’s all yours. Enjoy the calm and solitude, and the opportunity to
get some work done without the distractions of customers and staff. There’s
no reason not to have a pair of bunny slippers tucked under your desk and
a collection of favorite music to listen to when you’re working late.
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4

MERCHANDISE
BUYING

A local discount appliance store used to boast in its radio ads, “How do we
do it? We buy right!” The key to keeping retail prices down and profit mar-
gins up is to buy right. Good customer service also hinges on good buying,
because you need to have what customers want, when they want it.

But how do you know what to order, especially when you begin
planning your shop? Mel Ziegler, founder of Banana Republic and The Re-
public of Tea, states, “I would not think of starting a business unless I was
its first customer.” You should know and love the type of merchandise
you plan to sell and be familiar with the strengths and weaknesses of the
products available in the field. Start with what you know you want your
store to offer, and through focus groups and other discussions try to learn
what else your potential customers would be interested in buying. Visiting
stores similar to yours in other areas will show you the types of products
they feature. If a successful store stocks an item in depth, it’s probably be-
cause it is selling well.

The main types of merchandise you decide to carry will dictate the
related products that customers will expect you to stock. A camera store,

78



for example, must also have film, camera cases, and other accessories.
These less expensive add-on items may attract more repeat visits from
customers and produce more sales than the basic stock. A variety of mer-
chandise can help to make a store more visually appealing. A store selling
dresses, for instance, can create interesting displays by also carrying jew-
elry, scarves, hats, and other accessories.

First orders should be broad and shallow, which means you will be
buying a sampling of a wide variety of merchandise without stocking a
large quantity of each item. You do need to order enough merchandise to
do an inviting display of each line, but not so much that you will have a
“deep” back stock if it doesn’t sell well. You can always place a reorder
once you see which items sell best. It is important that your merchandise
assortment features a variety of price points. Once your store is open, sales
will show you what price range your customers are most comfortable with.

You will also learn what items customers expect to find in your store
by what they ask for. Have a notebook or file to keep track of these re-
quests, watching for any trends that emerge. You cannot be all things to all
people, but you should respond to customer requests that are within the
focus of your shop. The ability to find out what customers want and get it
for them quickly is one of the strengths that sets a good specialty shop
apart from its mass market competitors.

TARGETING THE TYPICAL CUSTOMER

When doing your market research, you started to think about the cus-
tomers you hope your store will appeal to. This profile of your typical cus-
tomer will help focus some of your early buying decisions, because he or
she will be your primary market. When you imagine a customer walking
through your door, who do you see? What can you can tell about that per-
son? Male or female? Age? Any idea about income or education level? In-
terests? A model train shop, for example, might assume its target customer
will be a middle-aged male with disposable income who is interested in
trains as a hobby. This shop’s buying decisions will be different from those
of the train buyer for a toy store whose typical customer is the mother of
young children. Keeping your target customer in mind can help guide
your early buying. It can also be helpful to get the input of any staff mem-
bers you have already hired and the members of any focus groups you
worked with during your early planning stages.
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When thinking about your typical customer it is important to balance
the picture by realizing that although the average shopper in your store
may be a forty-three-year-old white female with a family income of
$50,000, you will undoubtedly also attract many customers who do not fit
this profile at all. Selling to a wide range of customers is one of the delights
and challenges of retailing. At Orange Tree Imports, our shoppers range
from five-year-olds spending their allowance money on stickers to Bud-
dhist monks buying rice cookers, so we need to be prepared to serve this
diverse customer base.

ESTABLISHING A BUYING BUDGET

The amount you spend on your initial inventory will be determined in
part by how much money you have available. You need to keep funds free
to pay overhead expenses and to buy additional merchandise once you see
what sells well. There is a direct correlation between how much merchan-
dise you have on hand and the sales you can expect to generate. Ideally,
the amount of merchandise you have at retail should result in at least three
or four times that amount in sales, a figure referred to as the number of
times you are turning your inventory. The more inventory turns the better,
up to a point (if your inventory is turning six or more times a year, you are
probably often sold out of items customers might buy), but few shops ac-
tually achieve more than four turns a year. Most are probably closer to
two, which means that maintaining an average inventory of $100,000 at re-
tail will produce $200,000 in sales—if your merchandise selection and lo-
cation attract sufficient customer traffic.

The total amount spent on inventory is a key figure, but it is also im-
portant to allocate these dollars wisely. Think of your inventory purchases
as investments. By setting up merchandise categories in your store, you
will be able to see which types of merchandise sell best and plan to put
more money into those areas in the future. We code our merchandise with
the letters of the alphabet to divide the inventory into twenty-six broad
merchandise categories such as glassware, cards, toys, and jewelry. When
purchases are rung up, each item is keyed into the appropriate category.
The categories are designed to group similar items together, although
some items, such as foods (but not candy) are in the same category because
they are not subject to sales tax. Other categories isolate groups of items
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such as cookbooks or electric appliances that traditionally have a lower
than 40 percent profit margin. This information is useful in converting
each category’s retail figures into wholesale costs when taking a physical
inventory and also in tracking which areas are most profitable for the
store. Categories with lower markup may still be very important because
of their high volume.

Divide your inventory dollars carefully into the categories you es-
tablish for your store, and track these wholesale purchases by category as
you pay the invoices. By comparing retail sales and wholesale inventory
purchases by category, you can see whether your inventory dollars are
correctly distributed based on the ratio of sales to stock. Merchandise cat-
egories that sell best should get a higher percentage of the buying budget.

You may also wish to use a similar system to check whether the
amount of space in the store allotted to a category reflects the percentage
of sales, and profits, generated by that category. Keep in mind, however,
that a category that starts out with more shelf space and more merchan-
dise is bound to outperform one with less of each.

Open-to-Buy Budgeting
Once you have established your merchandise categories and col-

lected some sales data over the first few months your store has been open,
you may choose to set up a formal system of budgeting merchandise dol-
lars by category. Department stores often use this method, called open-to-
buy budgeting. An open-to-buy allowance simply refers to the amount of
money available for receiving orders of new merchandise for a particular
merchandise category during a monthly or quarterly time period. This fig-
ure is determined by looking at the starting inventory and the seasonal
sales history for that category. Cookware, for example, usually sells well in
January. By determining the anticipated sales of cookware in January and
knowing the amount likely to be left at the end of December, we can set a
budget for how much cookware we want to have arrive in January. This
system prevents a slow category from taking up too many inventory dol-
lars and also ensures adequate stock on hand for busy sales months.

Do most specialty shops use open-to-buy budgets? Not in the
strictest sense of the word. Many stores have a general idea of what cate-
gories are strongest for them, and order accordingly. Space on the sales
floor is also allocated informally along these lines in many shops. But a
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real open-to-buy system requires sharp attention to sales and inventory
figures and to delivery dates. Despite the fact that we realize budgeting
would make our inventory dollars work more efficiently, most of us just
aren’t that disciplined. We also realize that the ability to spot a hot trend
and order accordingly, no matter what sales history tells us, is one of the
strengths that allows specialty shops to compete with big budget-
encumbered department stores. If you enjoy working with data and taking
a scientific approach to buying, you may enjoy using an open-to-buy sys-
tem. There is one available specifically to small retailers designed by Mort
Haaz, a former retailer who believes passionately in the virtues of inven-
tory planning. For information about OTB Retail Systems, call him at 800-
444-4682 (or visit www.otb-retail.com).

WHERE TO LOOK FOR MERCHANDISE

There are countless ways to find goods for your store, from reading trade
magazines in bed at night to traveling to meet with native suppliers on the
floor of the rain forest like Anita Roddick of The Body Shop. Trade shows,
usually held once or twice a year and open only to qualified wholesale
buyers, have traditionally been the major source of new lines. In addition
to temporary trade show exhibits, market centers in major cities often fea-
ture some permanent showrooms. These showrooms are usually open cer-
tain days outside of trade show weeks, which is convenient if you need to
place orders right away.

Magazines published especially for your line of retailing will also
help you find out who the wholesalers are for your type of merchandise.
Once you have made contact with a few manufacturers or importers, the
sales representatives (called sales reps) for these companies may start call-
ing on you. Unless the sales rep works exclusively for one line, he or she
will be able to introduce you to many more potential sources. To find out
what trade shows and magazines cover the type of goods you are inter-
ested in, check with stores similar to yours in other parts of the country, or
call the library.

The Internet is a wonderful new resource for finding product lines,
especially when you have seen an item you like and need more informa-
tion. Most companies will send you a catalog if you request it, but a com-
plete Web site allows you to peruse their full range of goods immediately.
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(Wholesale prices, however, may not be given, especially if the site is also
available to consumers.) Some composite Web sites offer a search option
that provides links to individual companies’ sites. These would be espe-
cially helpful if you had a specific need, for example, if you were looking
for a source for papier-mâché picture frames. Other sites specifically
aimed at businesses (called B2B, or business-to-business, sites) feature
closeouts or special buys from a number of different vendors, and provide
centralized billing and shipping if you choose to place an order.

A wise buyer remains open to new ideas from all sources and will
give thoughtful consideration to any new merchandise. I am always sur-
prised that some buyers refuse to see sales reps or to go to trade shows to
look for new lines. You should always be on the lookout for new items that
fit with your merchandise mix. Shopkeepers without the time and energy
to find new lines need to delegate some of their other duties.

WHAT TO ORDER

An exciting, eclectic selection of merchandise is one of the key components
to a successful specialty shop. Customers have the option of spending their
dollars many different places, and to a great extent the same goods are
available in most stores. The specialty store distinguishes itself by present-
ing shoppers with products carefully chosen and enticingly displayed.
Stanley Marcus, chairman emeritus of Neiman-Marcus, pointed out that
customers want the specialty shop buyer to edit the options for them and
present those they think are the very best, or the best value at a good price.

Specialty shop buyers need to be risk takers, constantly looking for
products unique in their market. As soon as an item turns up in a discount
store, the time has come for the small retailer to drop it. Whenever possi-
ble, the specialty shop buyer should look for items not available to mass
marketers. This helps eliminate price competition, which is a game that’s
hard to win when you don’t have the buying clout of a big chain.

Are there still products that are not being sold to the big stores? One
way to find out is to shop these stores regularly, paying attention to new
merchandise. Ask your customers where else they shop, and look for
weaknesses in the merchandise and services being offered by those stores.
Make sure you offer something different—perhaps by doing some direct
importing or by commissioning products from craftspeople or small
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manufacturers that will be unique to your store. You can also favor lines
whose marketing is focused solely on the independent retailer.

Although specialty shop customers do not tend to focus solely on
price, price is an important factor in most buying decisions. When I
consider a product, I need to determine right away whether it is in a price
range appropriate for my store. Since it is very difficult to run a store prof-
itably at only keystone, markup of 100 percent on top of the wholesale
price, another price consideration is whether the item would be likely to
sell at a slightly higher markup.

One way to maintain a good margin while still offering attractive
prices is to get the lowest possible wholesale price. We are constantly look-
ing for good prices, special discounts, and extended terms from suppliers.
Whenever possible, we buy in case packs, which often offer a lower price
per piece than broken, or partial, packs. We try to buy directly from the
source rather than through a distributor or middleman. As Gary Darwin,
former vice president of sales at Cardinal Inc., always reminded me, it
never hurts to ask a supplier, “Is this the best price I can get?”

Other stores band together to form buying groups, combining the or-
ders of many independent small shops into single large orders to get bet-
ter terms and lower prices. Buying groups, or co-ops, have already proved
successful for bookstores, pharmacies, and hardware stores. The idea may
work for other types of specialty shops as well.

Many buyers choose items only on the basis of whether they like
them, but, of course, they are not going to be the retail customers buying

Hospital gift shops are an important revenue source for medical cen-
ters. In order to maximize the income from these shops, Dawn Landry
and Betty Puckett collaborated to form the buying group Purchasing
Power Plus (888-221-3367, www.purchasingpowerplus.com). Their
organization negotiates special deals for its members with more than
200 vendors, produces a small catalog that hospital shops can use for
advertising, and even sponsors a Web site (www.giftsofcheer.com)
that allows customers from around the country to order from member
shops for immediate delivery to that hospital’s patients.
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the merchandise. One exasperated supplier said, “I’d like to banish the
words ‘I don’t like it’ from buyers’ vocabulary! It doesn’t matter if they like
it or not—if it fits well in their shop, and if it is selling well, they should try
it.” Another salesperson reported that a buyer wouldn’t carry cat items in
her shop because she didn’t like cats. If her customers like cats, and some
of them undoubtedly do, she should consider carrying cat items—unless,
of course, her shop is called The Dog House. This is not to say that you
need to carry merchandise that you find to be in poor taste, or offensive.
We draw the line at war toys, for example, and we won’t carry Halloween
decorations that make irritating electronic noises—no matter how well
they might sell.

When considering new merchandise, try to imagine where a line will
go in your store and how you will display it. What category will it fit into?
Do you need more merchandise in that category? If you use an open-to-
buy budget, are there dollars available in that department for the time pe-
riod in which the order will arrive? Don’t rush your buying decisions. You
may wish to wait until after you have compared several lines before de-
ciding which one to buy. Try to test new lines in your off-season so you
can reorder heavily if they sell well.

DETERMINING QUANTITIES

It can be very difficult to determine how many of each item to buy. When
my husband, Dean, came into business with me, I was shocked by the size
of the orders he wrote, and twenty years later, he still sometimes orders
by the gross while I order by the dozen. He is often right, so he will have
enough of a good seller on hand to break sales records. But when testing
a new item or line, I feel safer ordering conservatively. Still, you must
order enough of a line to “make a statement,” or present it fairly. If a line
has several different items, styles, colors, or price points, consider order-
ing a variety of products in order to make a display. As a rule, order at
least two of each item (“one to show and one to go” is an old retail ex-
pression). Otherwise you will never know if more than one customer is in-
terested in the product.

It stands to reason that the more merchandise you order, the less fre-
quently you will need to reorder, saving time and effort. Ordering in large
quantities will usually also get you better prices and sometimes special 
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invoice terms. Consolidating orders into a few big shipments instead of
many small ones helps keep freight costs down. The flip side of ordering
in depth, of course, is that you will have to store the additional merchan-
dise until you can sell it and your money will be tied up in the stock. This
is referred to as opportunity cost—the fact that the money used to purchase
certain inventory is not available to use for some other purpose.

There is also the risk, especially early in your retailing career, that
you will purchase a large quantity of an item that bombs. Reserve quantity
purchases for items you have tested already, or merchandise that is basic
to your stock. Avoid buying in quantity just to get a bargain. It’s not a bar-
gain unless you can sell the entire shipment, and in a reasonable amount
of time.

BUYING ON CONSIGNMENT

One way to stretch your inventory dollar is to purchase on consignment,
which means you don’t pay unless the product sells. The risk of stocking
the merchandise is thus placed on the vendor, not the store. Problems may
arise, however, if merchandise on consignment is damaged or stolen. And
you need to take into account that your shelf space is valuable, so con-
signment merchandise still carries some overhead cost, despite the fact
that these items don’t tie up inventory dollars.

Goods sold on consignment also usually have a lower markup than
merchandise purchased outright, so your profit margin will often be 40
percent or less. A consignment arrangement makes it less risky to try un-
usual merchandise you are not sure will sell but would like to try. It is 
a method best used for art, crafts, or expensive items such as antiques.
Keep careful track of consignment goods so that at the end of the prede-

Innovative Appalachian gift shop owner Ginger Hill uses the front
area of her store for a changing display highlighting the work of one
local artist or craftsperson. Although most of the store’s merchandise
is not consignment goods, the items brought in for these special ex-
hibits are paid for only if sold.
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termined period you remember to return the remaining portion of the
order and to pay for what you have sold. A price tag with a tear-off stub
that can be removed at the time of purchase is one way to track consign-
ment merchandise. Another way is to assign a code for each consignment
vendor, and to write down purchase information in a journal by the cash
register.

DEVELOPING YOUR OWN PRODUCTS

One way to ensure a unique selection of merchandise in your shop is to
arrange to have merchandise produced exclusively for you. If you sell gifts
for pet owners, for example, you could contact a local potter to make cat
food bowls for your shop, or a jeweler to create earrings featuring popular
breeds of dogs. It is fun to help develop new products, and you (or the
craftperson) might be able to wholesale them to other stores outside your
trading area. We carried a line of silkscreened cards by local artist (and sci-
entist) Vaughn James, and one night I had a dream that Vaughn turned his
card designs into T-shirts. Vaughn was happy to follow up on my idea,
and has sold thousands of silkscreened T-shirts—the only product I’ve lit-
erally dreamed up.

There are also manufacturers willing to put your store name and
logo on their products, a process called private labeling. Private label mer-
chandise reinforces your store name and image and gives the consumer
the impression that your operation is large enough to include manufac-
turing. It is also hard for consumers to compare prices on private label
products, so extra markup can usually be taken on these items. Chain
stores often feature one or more private label brands of clothing and other
merchandise, and the profit on these products is considerably greater than
on competitive name brands.

Private label manufacturing usually requires placing large orders, if
for no other reason than the expense of printing full-color labels. Look for
products that can share the same label, perhaps with a separate sticker
indicating the size, style, or fragrance. You might also be able to do your
own packaging of items purchased in bulk , such as candies, seeds, beads,
or soaps. Use a distinctive package, and add a fancy sticker or ribbon giv-
ing the store name. Figure 4.1 shows a sample gift basket featuring private
label products.
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Customizing Merchandise for the Tourist Market
Someone once said that the best souvenir is an item that is a good

buy and not readily available back home. As all products become more
widely distributed, it gets harder to find something to offer tourists that
is not available elsewhere. Locally produced items or regional specialties
are often too expensive to be considered a good buy by most tourists.
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Figure 4.1 A Southern Season, an innovative gourmet shop, catalog, and restau-
rant in Chapel Hill, North Carolina, customizes its gift baskets with private label
foods under the name “Carolina Cupboard.”

(Used by permission of A Southern Season.)



One solution to this problem is to buy merchandise that has been sou-
venired, personalized with the name of the area or tourist attraction. The
most common souvenir item is, of course, the T-shirt. Many T-shirt man-
ufacturers will add the name of the city or state to any of their designs for
a small additional charge. Magnets, ornaments, and mugs can also have
the tourist destination added to stock designs.

In order to develop a coordinated program of custom souvenir items,
Beth Engh, former gift buyer for the Brookfield Zoo in Chicago, suggests
designing a logo and one or more visual images and selecting a set color
scheme. Use the same designs and colors on a wide range of impulse
items—key rings, pencils, buttons, T-shirts, mugs, water bottles, and so
forth—to create a coordinated look in your souvenir area. The same im-
ages can be used on slightly more expensive items, such as embroidered
sweatshirts, wooden boxes, and tote bags.

Young customers are a prime market for souvenirs, especially at at-
tractions visited by school groups. Be sure to carry a good selection of im-
pulse items aimed at young buyers. Open acrylic bins, well labeled with
price signs, are an effective way to display these small items, although
shoplifting can be a problem. Plan to have at least one employee other than
the one behind the cash register available to assist young shoppers when
a large group comes in the store.

Not every tourist wants to buy an inexpensive souvenir. A selection
of higher-quality, more expensive items will help make the shop look
more sophisticated and can lead to larger sales. Look for merchandise rep-
resentative of the area, preferably locally made. You may also want to
stock guidebooks and other educational materials relating to the local at-
traction. Keep in mind that visitors may have to walk some distance to
their car, so heavy or bulky items may need to be shipped or delivered to
the customer’s hotel.

DIRECT IMPORTING

Goods ordered to be shipped from the country of origin right to your shop
or a port of entry nearby are said to be direct imports. Merchandise pur-
chased this way is almost always less expensive than goods bought from
an importer or dealer, but importing has its own headaches. You must, as
a rule, purchase in quantity, especially if you are ordering factory-made
goods. Unless you have an agent working on your behalf in the other
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country, you will be trusting the company you buy from to send you mer-
chandise in perfect condition. You will need to pay for freight and often
customs fees and the services of a broker. Freight claims for merchandise
damaged in transit can be difficult to resolve.

Direct importing has two main advantages: paying a lower price
gives you a better margin when you set your retail prices, and you some-
times can find merchandise that no other store in your area offers. Another
advantage is that there are many trade shows abroad, offering the retailer
who can afford it (it may be deductible, but it’s not free) the opportunity
to travel.

Finding lines to direct import can be a challenge for a small shop, es-
pecially since most goods with a well-developed market in the United
States are already brought into the country by large wholesale importers.
We once ordered some hand-painted Christmas ornaments at the Frank-
furt Trade Show in Germany, only to find out that the exclusive U.S. im-
porter of the line visited the booth a few minutes later and tore up our
order. Nevertheless, there are small suppliers in other countries still will-
ing to export to individual shops. We buy dressed felt bunnies every
Easter from a woman who lives on an island off the coast of England. Our
customers know spring can’t be far behind when the English bunnies
arrive at Orange Tree Imports. The bunnies come to us via airmail, so there
is no chance of their being lost at sea.

Larger shipments of heavier or more expensive goods are usually
shipped by boat and may require a letter of credit in payment and the ser-
vices of a broker to process them through customs. You may have to pay
to truck the merchandise to your shop from the port of arrival, where U.S.
Customs may hold the goods for some time while levying the customs

Chicago’s Brookfield Zoo worked with importers and native artisans to
develop custom products imported directly from Africa and the coastal
region of Peru for its jungle animal exhibits and for The Living Coast
gift shop. Traditional pottery, jewelry, and textiles found in Peruvian
markets were commissioned from local craftspeople featuring artwork
of the coastal animals that are the focus in the zoo’s Living Coast exhibit.
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charges. All of these factors and costs need to be taken into account when
deciding whether to import a line of merchandise directly from overseas.

If you are buying an item in large quantities through an importer, ask
about getting better pricing by doing a direct import of the goods. Some
suppliers, especially those dealing with department stores and large chains,
are set up to assist you with overseas shipments if your order is large
enough. A small shop might consider getting together with other retailers
to place larger consolidated import orders in order to make this economi-
cally feasible. A word of caution, however: Be clear about who will pay for
what, and when. Goods not paid for on arrival at the port may incur stor-
age costs or shifts in the currency market that can negate any savings.

A professional freight consolidator combines large orders from several
stores and arranges to ship them in from overseas. The consolidator brings
the goods through customs and then sends them on to the individual busi-
nesses. While not practical for small orders such as felt bunnies, the services
of a freight consolidator can be the key to doing direct imports of larger
items for shops not large enough to do huge orders on their own.

Many countries maintain trade offices in their embassies or con-
sulates in the United States to assist buyers in planning business trips
abroad and arranging for direct imports. It is in the economic interest of
other countries to encourage exports of their goods to the United States, so
they are happy to provide information about trade shows, visas, buying
offices, export regulations, and so forth. State and federal trade offices here
can assist with customs and other import regulations.

INVENTORY CONTROL

It is easy to make the mistake of buying too much or buying without
enough thought as to whether there are enough customers for certain
items. In fact, it is much harder to say no to a line, especially when it is pre-
sented with a convincing sales pitch, than it is to say yes. New merchan-
dise invariably looks fresher and more exciting than the stock on hand.
Learn to stand your ground and turn down goods you don’t need.

You should also plan to routinely clear out old goods that haven’t
been selling well so that you will have the money and space for fresh stock.
Some experts even recommend budgeting a certain amount for mark-
downs each month. It is certainly helpful to track your markdowns, so you
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know whether the high sales in a line of table lamps comes from the fact
that most of them are being sold at 50 percent off. You’ll also want to know
what you’ve marked down as clearance so you don’t reorder these items.

There is a saying in retailing that the first markdown is the most im-
portant. One Dallas gourmet shop had a rule that anything that hadn’t
sold in a year went into a trunk in which every item was $10—no matter
what its original price had been. You can bet that its clearance items
moved out quickly, since the trunk was the first spot every customer
checked on entering the store. Take a less Texas-sized discount than this
retailer as soon as you realize that an item isn’t selling, so that you can re-
coup your investment and not “sit on dead merchandise,” as it is so color-
fully described in the trade. Keeping slow movers on the move allows you
to continue buying new goods with a clear conscience.

Dated price tags will help you determine how long the merchandise
has been on your shelf. In order to make this system work, you need to
make sure that the shipment of merchandise arriving first is displayed be-
fore the next reorder of the same items (this is known as FIFO, first in, first
out in the trade—as opposed to LIFO, last in, first out). If you notice that
an item has been around too long, use a color-coded sale tag with a date on
it to mark it down 10 percent to 20 percent. You can then track how long
it’s been on display at the sale price before marking it down an additional
percentage until it sells.

Consider what you will do if a line doesn’t sell well before you place an
order. Most items can be marked down and sold, but if you have invested
in special fixtures, you may not be able to reuse them. Be especially cautious
with programs that involve stocking items personalized with a range of
names, initials, zodiac signs, or months or years of birth. It is notoriously dif-
ficult to sell down to the last pieces of these items or to display them when
there are not many left (no one wants to see a zodiac display with only
Aries, Taurus, and Libra!). Some companies offer a buy-out program for
these products, giving you credit toward other merchandise if you return a
certain percentage of your original order. These programs are sometimes
very profitable, but try to be certain that the product is good, the company
is reliable, and your shop has enough traffic to sell it in quantity. It is also
difficult to close out products that are seasonal, fashion oriented, artsy, or
edible. Special caution is necessary when buying goods for these categories.

Few items continue to sell well forever. The fluctuations in an item’s
popularity is called its product life cycle. New merchandise that is well re-
ceived by your customers may demonstrate a marked increase in sales
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every time you reorder, until suddenly sales drop off. Pay close attention
to customer buying patterns, and listen to what sales reps are saying about
an item’s popularity. When you begin to sense that the sales of an item are
slowing down, reorder cautiously or not at all. It is better to bring in new
merchandise than to continue carrying an item just because it has been
popular in the past.

Tracking Sales for Reorders
Every store has certain categories of steady sellers, called bread-and-

butter items, that should never be out of stock. Most other items get re-
ordered a few times, until sales slow down. Still others are ordered once,
and then replaced with something new.

A point-of-sale (POS) cash register system will compile records of
what merchandise has been sold, alerting you to dangerously low inven-
tory levels. You can set a minimum inventory level for each item, based on
how long it usually takes to receive a reorder and how many units you are
likely to sell each day or week. The POS system can even generate a re-
order; in fact many chain stores use a system called EDI (electronic data in-
terface), which provides a direct link between the store’s computer and
that of major suppliers. Someday this technology may be practical for
smaller stores heavily dependent on a few key vendors.

In a single store location, you can control inventory levels by watch-
ing what is selling and doing manual counts. For items we reorder regu-
larly, we use a perpetual inventory sheet (a sample is shown in Figure 4.2),
recording the quantity of each item received and the quantity left on hand
a few weeks or months later. By tracking the number sold, we know how
many to reorder. The quantity left from the first order, plus the quantity
received on the reorder, become the new starting figure that we use to
compare the amount left on hand the next time we are ready to order. This
system can easily be set up as a computer spreadsheet.

A perpetual inventory can be taken weekly, monthly, or just when-
ever stock seems low enough to warrant placing an order. Many vendors
have a fairly high minimum reorder, so you can’t order just one item that
is out of stock. It also helps to reduce freight costs if you order a large num-
ber of items at a time. The trick is not to wait so long that a popular item is
completely sold out before the new stock arrives. Keep track of which sup-
pliers ship in a few days and which ones need to receive orders a month or
more before they can ship.
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Another way to track the inventory of certain items is to use a price
tag with a detachable stub listing a product description or code number.
When an item is sold, the stub is removed and put in a box, to be tallied
later. We use this system to track collectible items such as Department 56’s
lighted houses. A record book kept by the cash register shows how many
pieces of each house we have on hand or receive, and the employee in
charge of this area counts the stubs every day or two and marks off those
sold. This system gives us a fairly accurate picture at all times of how
many pieces are in stock. (We also use detachable stub tickets on our store
supplies, removing the stub when, for example, a new case of gift boxes is
opened. This helps us reorder these supplies before we run out.)

Many stores do not reorder exactly the same item of merchandise
more than a time or two in certain categories, so even a simple perpetual
inventory system may be more record keeping than is necessary for most
lines. There is nothing wrong with checking to see how many teddy bears
have sold by just taking a look at how many bears are on the shelf and in
the stockroom.

SEASONAL PLANNING

Long before the first snowfall signals the start of the Christmas season to
most shoppers, buyers who order seasonal merchandise will be turning
their attention to Easter bunnies and Valentines. And while most people
are anticipating the arrival of spring, retailers who stock seasonal goods
will be pondering ghoulish jack-o-lanterns and wintry Christmas cards.
Seasonal buying is somewhat like working the night shift; you always feel
a bit out of step with the rest of the world.

Anyone would find it difficult to remember which Easter candies
sold best while ringing up Halloween treats. If you add to this the fact that
the buying season for holiday merchandise has gotten so long that Christ-
mas ordering takes place over almost a nine-month period, it becomes
clear that it is an ongoing challenge to keep track of whether there are
enough (or too many, which is often worse) gift bags, tree toppers, or jin-
gle bell ornaments on order.

Many shop owners have discovered that some form of seasonal plan-
ning is a must. There are two real dangers in ignoring this need. The first,
and more obvious, is that having too much merchandise on hand leads to
excessive inventory at the end of a holiday that may have to be carried
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over in storage for a year. Some of these goods, of course, can be marked
down and sold for cost within a few days of the holiday. Department
stores have developed the after-Christmas sale into one of their biggest
events of the year. But few small shops have the traffic to ensure that all of
the postseasonal merchandise is sold within a few days of a holiday. A
postseasonal sale should not be allowed to go on for very long; goods that
haven’t been sold while the holiday is still on everyone’s mind are not
likely to sell. I once visited a hospital gift shop in April and saw Christmas
candy still on sale. The bad impression made by these stale boxes of choco-
late cast a pall over all the other merchandise on display.

The second, less obvious, problem with not planning for seasonal
sales is that you may have too little inventory on hand. You cannot sell
twelve Santa figurines if you have only four in stock, unless you are lucky
enough to find a supplier who can ship a reorder at the last minute. “You
can’t sell from an empty cart,” the saying goes. Customers want what ap-
pears to be a full selection to choose from right up to the holiday itself.
They usually will not buy the very last item on hand, even at closing time
on Christmas Eve.

Creating a Seasonal Planning System
A seasonal planning program can make life easier for anyone who

buys holiday merchandise and should lead to better inventory turns and
a more profitable operation. It is especially helpful to new buyers, includ-
ing the hospital shop’s volunteer who is asked to order seasonal goods
without having any experience of her own to rely on.

The basic premise behind a seasonal planning system is that the buy-
ing patterns of customers can be predicted based on their past patterns. If
you sold thirty dozen Valentines in 2003, you are more likely to sell thirty-
five dozen in 2004 than you are to sell three dozen—or three hundred
dozen. And if hand-painted Easter eggs sold out early this season, you will
probably want to make sure you have more on hand next year.

A new store will not have any history to go on, of course, but it is
never too early to start keeping records to help plan for future years.

Watching for Changes
Although it is generally true that future sales can be predicted based

on past sales, a number of factors can alter these predictions, and they
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should be taken into account when making buying decisions. First are the
local factors. Are the store’s sales increasing or declining? How is your
community’s economy and that of your particular mall or shop location?
Do you know of any special factors, such as a feature story in the news
about your shop, or bad weather, that influenced your sales figures last
year? Do you know of anything that will have an impact on this year’s
sales? The opening of a competing store or roadwork in front of your shop
may influence what you will need to buy.

Look closely at any changes in the holiday you are buying for. Easter,
for example, can fall in March or in April, and an early Easter is generally
an indication of a slightly weaker season because of the shorter sales pe-
riod. Halloween and Valentine sales are influenced by whether they fall on
a weekday or weekend. And finally, be alert to trends in consumer holiday
celebration and buying. Fashions in holiday decoration, cards, and gifts all
change to some extent from year to year.

Despite these variables—all of which contribute to making retailing
a constant challenge—it is possible to significantly increase your chances
of doing a good job of holiday buying through consistent seasonal record
keeping.

Setting Up a Planning Notebook
A large three-ring binder works well as a seasonal planning note-

book, because it is portable and can expand to fill your needs. Pages can be
added easily, and notes can be taken out and copied to take to trade
shows. You might also consider keeping the records on a computer, print-
ing out copies of whatever data you need to take with you.

Arrange your records by holiday, subdividing the larger holidays by
merchandise category if necessary. We keep our records in chronological
order, progressing from one season to the next. Even if we are working on
Mother’s Day in January, at least Father’s Day still comes next. We also
have a category for calendars, an increasingly important part of the sea-
sonal mix for many retailers.

The seasonal record book could be used to organize photographs of
the store’s holiday displays and advertising, along with pictures of display
ideas from trade magazines and vendor catalogs. Trade magazines often
feature articles with useful ideas for seasonal promotions that can be
clipped and saved. We keep a calendar in the front of our seasonal plan-
ning notebook with the dates of all the major holidays over the next few
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years. These are sometimes available in trade magazines, or from the li-
brary’s reference department.

The Good, the Bad, and the Merely O.K.
The hundreds of items carried seasonally by specialty shops can be

followed in as much detail as is necessary for the size of the store. The
most basic record is simply a listing of three columns: good, bad, and
O.K.—with your impression of the items that sold most quickly, those that
were slow sellers, and those in between.

A more detailed record would include everything ordered for a par-
ticular holiday, by company, with notes as to how well each item sold. You
could even make copies of the purchase orders or invoices and insert them
in the notebook for note taking. A simple yes or no next to each item will
help you remember what to order more, and less, of the following year.
Take a quick count a few days before a holiday to note any items that sold
out early enough to warrant an increase for the next year. For example,
there may be no Valentine candy hearts left after Valentine’s Day, which
means that all twenty-four boxes sold. But if there were no candy hearts
left four days before Valentine’s Day, it is a safe bet that more than twenty-
four would have been sold had there been more on hand.

Counting leftover seasonal merchandise when you pack it away at
the end of a holiday saves time on inventory day. Put a copy of this list in
the seasonal planning notebook for easy reference when doing future or-
dering. If you are going to use the inventory for planning, however, list
items by company or by category so that you can see at a glance what your
carryover is on a certain item.

PLANNING FOR DISPLAYS AND PROMOTION

Keep display and advertising in mind when you do your buying, always
staying on the lookout for items that will be good draws when featured in
ads or store windows. Advertising, promotion, and display should be co-
ordinated, with any item featured in an ad prominently displayed in the
store. Never have the last one of an item in the window; plan ahead so you
will have an adequate quantity of every item being highlighted. You may
also wish to order a few oversize items to use mostly as display props, but
priced in case a customer wants to buy them.
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When you order a new line of merchandise or even just a new item,
have some idea where you will display it in the store. If special fixtures
will be required, order these to arrive at the same times as the goods. In ad-
dition to working toward a full and interesting variety, think about how
the various lines you order will complement each other, and look for col-
ors and textures that go well together. The merchandise you order will be-
come the basic material you will use to create in-store and window
displays to excite customers and make them want to buy.

WORKING WITH SALES REPS

We see sales reps by appointment only. If a new rep calls without any lines
we already buy (this is tough for reps to do; it’s called making a cold call,
probably referring to the chilly reception they receive from most buyers),
we ask a few questions before deciding whether to give an appointment.
Obviously this is an easy decision to make if the rep is selling jewelry and
your shop doesn’t carry jewelry, but often you really can’t say yes or no to
new lines without seeing them. However, once a rep is in your store, it’s
hard to say no to him or her. Ever since we saw Death of a Salesman, we’ve
had great sympathy for the trials of the sales rep, and we rarely turn any-
one away without some sort of an order. If we think we may have to, we
grant the appointment with the qualification that we may just be taking a
look this time. That way the rep can decide if it’s worth coming to see us.
We both know that if we don’t order anything, the rep won’t get paid for
the sales call.

I use a system of seeing reps at 11:00, 1:00, and 3:00 three days a
week. This gives some structure to my workday and lets the reps know
that each appointment must take no longer than two hours. Other stores
have a policy of seeing reps only one day a week, which can be a hardship
on reps trying to plan their travel schedule.

A good sales rep can be a real asset to buyers, conveying information
about best sellers, giving display ideas, arranging for help with promo-
tions and advertising, and assisting with any problems that may arise. A
rep may know where else the merchandise is being sold, a concern if the
competitor is nearby or is planning to discount the line. Some reps even set
up displays, restock them, and take inventory counts for reorders. These
services are often provided to department stores and other large accounts;
small retailers may have to ask for them.
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It is useful for buyers to be aware of how the sales rep system
works in order to form a mutually beneficial relationship with those in-
dividuals who call on the store. A company rep works for only one ven-
dor, usually receiving a base salary plus a commission on products sold.
Other sales reps are self-employed or work for a sales organization and
represent a number of different lines. Their income is usually based en-
tirely on commissions from the variety of products they sell. Commis-
sions vary greatly depending on the type of product, but generally fall
into the 5 to 20 percent range. Travel expenses are usually paid out of
pocket by the rep. Sales organizations negotiate with vendors for the
lines to be carried, assign them to reps throughout a certain territory, and
often maintain a permanent or temporary showroom at wholesale trade
shows.

In most cases, it will be clear which rep covers the territory in which
your shop is located, and this is the person you will work with. Unfortu-
nately some companies have been known to assign more than one rep to a
territory in the hopes of opening more accounts. In this situation, the buyer
is in the awkward position of not knowing to whom to give the order, and
this can be especially difficult if by unhappy coincidence the two reps are
in the store at the same time. When this happened to us, I called the com-
pany for clarification, and was told that the real rep for my area was some-
one else—four states away!

Most sales reps are not paid their commission until the vendor’s in-
voice is paid, and they may not receive any commission at all if your pay-
ment is very delinquent—another reason that it is important to stay
current with your bills. Keep in mind also that sales reps’ time is valuable.
If it looks as if you won’t be placing an order or will place only a very small
one, try to take up as little of their time as possible. Reps are usually un-
derstanding of the fact that you may be interrupted to wait on customers
or to attend to problems that come up.

A good sales rep will help you make wise buying decisions and will
not encourage you to order too much, in the hopes that you will want to
reorder. I knew one buyer who asserted his independence by refusing to
buy anything a rep recommended—so he missed out on all the items that
were selling well in other shops in his area. Sales reps call on many differ-
ent businesses in their territory and can spot trends in customer buying
that may be very useful to you.

Unfortunately there are also unethical sales reps who will encourage
a naive shopkeeper to buy too much or will even add to the order after it
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is written (this is called padding the order, and has happened only once to
me). Be conservative when you order initially, and match up what you re-
ceive with what is specified on your purchase order.

BUYING TRIPS

One of the joys of retailing is being able to travel while scouting out new
goods. Even visiting gift shops in some popular resort area can yield sam-
ples of items that would sell well in your shop (although the Internal Rev-
enue Service would probably still not consider a day at the beach to be a
business trip). We used to make a game of memorizing the name and ad-
dress of a supplier before leaving a shop, since it seemed impolite to write
it down in front of the shopkeeper. But it would be even better to pay full
retail for a sample of the product—much as this hurts when you are used
to getting items wholesale. Unfortunately, not every item is labeled with
its source—in some very competitive locations, retailers actually go to the
effort of obscuring any information that could give away the source of an
item, and frequently manufacturers neglect to label their product. But you
may find some friendly retailers who are willing to look up information
and share it with you, as long as it is clear that your shop is outside their
trading area.

Visiting arts and crafts shows is an excellent way to find small sup-
pliers with handmade wares, which can be a wonderful addition to the
merchandise selection of many specialty shops and are rarely carried by
mass merchants. Artists who have never sold merchandise wholesale may
need some help developing special products to sell to a store. We ask that
artists selling to us not sell the same merchandise directly to the public—
for example, at an art fair—at prices much lower than our retail price. This
often means they need to decide which items they will sell wholesale to
stores and which they will sell themselves.

There are several special trade fairs of crafts where artists already fa-
miliar with selling goods wholesale exhibit their wares for shop buyers.
These artisans have already developed a line of crafts that they can pro-
duce at a low enough price to be viable when retail markup is added.

Most other product categories are also marketed through large
wholesale trade shows. These shows are often a combination of temporary
exhibits by suppliers and sales reps and permanent showrooms of mer-
chandise, set up like small shops. Trade shows are an excellent source of
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merchandise, display ideas, and contact with fellow shopkeepers. A re-
tailer who does not feel any need to go to trade shows is one who is not in-
terested in growing a thriving business.

Some specialty shop fields, such as the bookstore and museum shop
trade, have one national show each year. But for broader categories such
as gifts, there are trade shows held two to four times a year all over the
country. Some of these shows are large and thus offer more potential sup-
pliers, but a small show, especially one in another part of the country, can
be the source of items that other stores in your area may not have discov-
ered. In order to make your shop unique, you’ll want to find some prod-
ucts your customers can’t find elsewhere.

Sales reps may not get any credit for orders written out of their terri-
tory, so it is important to attend the show nearest you in addition to any
you travel to in other parts of the country. If you have a good working re-
lationship with a rep, you might also ask if they get full credit for the or-
ders they write at the show in your area. Since this is not always the case,
they may appreciate your taking notes on new items and writing the order
with them in your shop later.

Tips for Trade Show Attendance
Perhaps the most valuable hint anyone can give a new trade show at-

tendee is to wear comfortable shoes. If you are not used to standing on
your feet all day, you will find that your buying decisions are being im-
paired by foot fatigue before the day ends. Business casual is now accept-
able attire for most trade shows, but keep in mind that you need to look
like a professional in order to be treated as one. Come to a show well pre-
pared to place orders, with a sheet of credit references (described later in
this chapter) and a credit card or business checks if you plan to make any
purchases that are cash and carry or need to be prepaid. In addition, you
will need the proper business identification for getting into the show, or
your show badge and identification if you have preregistered. Preregis-
tering saves time when you arrive, and it will usually save you money on
registration fees, if there are any. If you haven’t preregistered, call show
management before you leave home to find out what credentials are re-
quired to get an admission badge at the door. Be sure to ask about travel
specials on air fare and hotels. Trade shows reserve large numbers of hotel
rooms and make special deals with airlines in order to offer attractive
prices to those attending the show.
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One trick of the trade show trade that seems simple, yet is always ap-
preciated, is bringing along a sheet of stickers with your store’s name, ad-
dress, and phone number on them to put on the “sold to” and “ship to”
sections on purchase orders. You will need a good supply of these, since
many orders are written in multiple copies (all of which, except your own
copy, will need a sticker), but harried salespeople seem to appreciate this
time saver—and you can be sure that your name and address will be legi-
ble. On a buying trip to England, we took along an almost worn-out rub-
ber stamp with the store name to use on orders. We threw it away, as
planned, when we were done, but a conscientious cleaning person found
it in the wastebasket and insisted that the show office track us down at our
London hotel to return it!

If you are attending a trade show in advance of opening your shop,
it would also be a good idea to use your computer to make stickers that
state “Opening on ________” in large print. You want to make sure that
the goods are shipped in time for your first day of business, and this is 
one way to ensure your order stands out in the pile of show papers to be
processed.

Many trade shows are a good source of catalogs, price lists, and even
samples (although merchandise usually may not be purchased and taken
home from a wholesale show), so be sure to bring a bag big enough to
carry these papers and miscellaneous items, as well as your credit refer-
ences, pens, business cards, and a notebook. Sticky notes, a calculator, and
a highlighting pen are also useful, as is a folder for your copies of the pur-
chase orders. If you are in a field such as jewelry or crafts that allows pur-
chases to be made at wholesale shows, be sure to take along business
checks or a credit card.

It is always good to bring some notes so you have a clear idea of
what you need to order at a show. (Don’t overdo it. Once I was surprised
to see a buyer at the Atlanta Gift Show pulling a luggage cart behind her
with all of her store’s inventory records.) It is usually enough to have a
general idea of what you have on hand and perhaps some specific inven-
tories of lines you know you’ll be reordering. Bring copies of customer
special-request cards and a list of new items you hope to find. If you work
with an open-to-buy budget, bring a chart of your monthly figures, and
make a note of purchase totals by category and delivery month as you
place your orders. A Palm Pilot or other handheld PDA (personal digital
assistant) would be perfect for this record keeping as you go, or you could
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use a laptop computer in your hotel room to enter the data at the end of
the day.

You might want to bring along a granola bar or two; food at trade
shows can be hard to come by when you are in the middle of a long aisle
of exhibitor booths. And although the food in meeting halls may not 
be very good, take a break occasionally and eat something. If you are lucky
enough to be attending a show where food and drink are provided by the
showrooms, by all means take advantage of this hospitality. You may
want to pass up offers of alcoholic beverages, however, until your buying
day is over.

Be sure to keep receipts for meals, transportation, and lodging when
you are on buying trips. Although the Internal Revenue Service doesn’t
allow meals (at either McDonald’s or The Four Seasons) to be fully de-
ducted, 100 percent of all other legitimate travel costs are considered busi-
ness expenses. If you drive to a trade show, you can even reimburse
yourself for mileage.

We like to take our full-time staff members to trade shows. It gives
them an opportunity to learn more about our merchandise, to see what
other products are available to our shop, and to participate in buying de-
cisions. The excitement of going on a buying trip to another city can be a
good motivational tool, especially if you treat everyone to restaurant
meals and stay at a nice hotel. Having additional staff at a show can some-
times be distracting, but it can also be beneficial to have more people look-
ing for new merchandise ideas. You can split up and ask staff members to
look for certain items you might not have time to research, and have them
report back to you before the show is over so you can visit the booths they
recommend. When you take staff members to a trade show, have business
cards made for them beforehand so they feel like professionals. You can
easily print a single page of business cards on your store computer using
special perforated sheets.

Allow enough time at a show to walk past every booth and show-
room at least once. After all, you’ve come to the show to look for new mer-
chandise, and unless you see everything, you may miss out on a
potentially popular item. Try to attend shows on weekdays rather than the
more crowded weekends, so that you will have the undivided attention of
the sales representatives. If at all possible, stay long enough to be able to
visit some stores in the area. No matter how long you’ve had your shop,
you can always learn something new from other retailers.
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Writing Orders at the Show
There are two schools of thought about writing orders at a trade

show. Some buyers like to order merchandise as they see it, selecting from
samples rather than pictures in a catalog. Others want to see everything
first, so they pick up literature to study later and then make their decision.
Exhibitors are often hesitant to give out expensive catalogs to those who
don’t write an order, because experience has shown them that most people
who take a catalog don’t order later. And if an order is sent in to the home
office, the salesperson in the booth usually does not get credit for it, which
makes it in their interest to encourage you to write the order at the show.

Request a catalog only if you are fairly serious about a line and un-
able to place an order on the spot. If you do request a catalog and the ex-
hibitor promises to send one to you, make a note to follow up in case it
doesn’t arrive. (Many companies don’t come through with catalogs
they’ve promised at trade shows.) There are also many lines that don’t
produce catalogs, which makes it imperative that you order from samples
at the show unless they have a sales rep who can call on you or a compre-
hensive Web site. It just isn’t practical for a small company, or one that
sells many one-of-a-kind items, to make a full-color catalog of its products.

Companies sometimes offer show specials to encourage customers to
place orders—perhaps free freight, a discount, special delayed dating on
the payment of the invoice, or free goods. As with any other sale, it is well
worth taking advantage of the offer if you really need the merchandise. But
don’t feel pressured to order a line you aren’t quite sure about, just because
the show special is valid only for the few days of the show. If you show se-
rious interest, you may be able to get the special terms extended until you
have returned to your shop to count stock on hand or review other factors.

Companies that offer show specials don’t always consider the fact
that their sales reps may lose a sale on the road because of an attractive
special offered only at a show. They are trying to cover the high cost of ex-
hibiting by maximizing the orders written on the spot. If you know your
rep will not get full credit for an order written at a show, you might ask if
you can get the show special on an order placed with your rep within a
few days of the show. This considerate attitude toward sales reps will be
much appreciated by reps who have developed a mutually beneficial
working relationship with a shop.

The exhibitors at trade shows are often weary by the end of the day
as well, because standing is even more tiring than walking. Buyers who
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know how their customers like to be treated in their shop should extend
this same courtesy to those who are selling merchandise at a trade show.
If you are not interested in a line, say so politely. If you do want to place
an order and you have brought a number of staff members with you, con-
fine the actual decision making to one or two people. This is a courtesy to
others who may wish to look at the same merchandise while you are or-
dering, and makes it easier on the order taker as well.

You may feel nervous about placing orders at the first trade show
you attend, especially if your store is not yet open. Bill Haefling, principal
owner of the rep group Haefling and Haefling, suggests that you be frank
about your novice status and ask for help. Stores go out of business every
year, so new stores are vital to the future success of every vendor. Let the
experienced guidance of the exhibitor help you select the merchandise
most likely to sell well in your new store.

CREDIT REFERENCES

The purpose of the credit sheet, or list of credit references, is to establish your
credibility and reliability with a new supplier. You are asking the supplier
to believe that your business is credit-worthy enough to receive valuable
merchandise on account and that you will pay for it when the invoice is
due. Think of the credit reference sheet as a resumé for your store. When
you apply for open credit terms from a supplier, you want to make a good
impression. The credit reference sheet should be neatly typed and present
all the pertinent details about your business:

• Name
• Address
• Phone and fax numbers
• Web site and e-mail address
• Date the store was established
• The store’s legal entity (corporation, partnership, or sole propri-

etorship)
• The name of the store’s owner(s)
• Resale number
• Name and address of the store’s bank
• Names of some of the store’s major suppliers

Figure 4.3 shows an example of a credit reference sheet.
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Be sure to give the address and phone and fax numbers for the sup-
pliers you list as references and the account number assigned to your busi-
ness by those companies. Some companies are not willing to serve as a
credit reference and will not give out information if asked; check with po-
tential references in order to avoid listing companies that will not be help-
ful in establishing credit terms. It is a good idea to give a mix of companies
in different parts of the country and of different types if you can. New sup-
pliers may prefer to contact a company they know, either because it is
nearby or because it is in the same field.

Once you have been in business for some time, you will be ap-
proached by the credit reporting firm of Dun & Bradstreet. Dun & Brad-
street compiles credit rating information from you and from the suppliers
you buy from, and it assigns your business a code number (your D&B
number) and a rating. If you are punctual in paying all your bills and have
a healthy balance sheet, your positive D&B rating should help you get
open credit terms quickly with new accounts.

We also use the credit reference sheet as an opportunity to mention
our policy of not accepting back orders of under $50 unless the supplier
pays the freight. Other shops may give their preferences for certain freight
companies or other details that will affect their orders. You could even
make your credit references more impressive by including a photograph
of the store and listing any awards you have received.

If you are new in business, you won’t have much information to put
on a credit sheet. Nevertheless, put it together with whatever data is avail-
able, even if your only references are local businesses, such as an office
supply store, that have extended you credit. You may find that new ven-
dors will still insist on payment terms such as COD (cash on delivery), pre-
payment, or payment by credit card, but at least you have established
yourself as a professional business.

Even a well-established business will often be asked to provide a
credit card for payment of the first or even second order from a new ven-
dor. Checking references can take time, delaying the order by several
weeks, and can be a somewhat costly process for the vendor. By stating
that no first orders will be on open account, companies avoid setting up
accounts for one-time buyers.

If you do not have a business credit card with which to prepay, you
may be asked to send the vendor a check upon receipt of a pro forma invoice
issued when the goods are ready to be shipped. Otherwise the merchan-
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dise will have to be shipped COD, which means you will need to come up
with cash or a check to pay for the shipment on arrival. There are usually
additional charges associated with receiving goods COD, and of course it
can be inconvenient to have to drop everything and arrange for payment
when a delivery arrives.

THE PURCHASE ORDER FORM

For orders written in your shop, especially those faxed to reps or suppliers,
you may want to produce your own purchase order form with the store’s
name, address, phone and fax numbers, and other pertinent data already
listed. A sample form is shown in Figure 4.4. Leave room for the name of
the supplier and its address and phone number. It is also useful to leave a
space for the name of the sales rep, if there is one, and the account number
assigned to your shop by the vendor. If the line is new to your store, you
will need to send a copy of your credit references. You would then write
“references enclosed” on the line for the account number.

The body of the purchase order form is the space for the quantity,
item number, description, and wholesale price of the items being ordered.
Since we use the purchase order to check in the merchandise, our form has
room to the left of the quantity ordered for checking off the number re-
ceived. The column to the right of the wholesale price is used for our retail
price and category code, usually written in after the order is placed. You
may wish to ask that all orders be written on your customized purchase
order form. If this is the case, you will need copies for the sales rep and the
vendor. Print a supply on carbonless carbon paper with at least three copies,
and remember to take a supply with you to trade shows.

If you send or fax an order to a sales rep, you will often receive a
copy back in the mail as a confirmation copy. This copy is usually created
when the rep copies the order onto his or her own form in order to get
credit for the sale. After comparing the confirmation copy with your copy
for accuracy, you may choose to discard it or to staple it behind the origi-
nal purchase order.

We file purchase orders alphabetically by company name, which
sometimes necessitates writing it in above the rep group’s name on the top
of a purchase order. Other stores file purchase orders by ship date, espe-
cially if they place orders with only a few suppliers.
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PLACING PURCHASE ORDERS

In addition to specifying the items and the quantities being ordered, the
buyer specifies when the order should be shipped and the method of
shipping to be used. If the merchandise is needed by a certain date, state
a ship date a week or two earlier. If the goods will not be of any use to the
store if received after a specific time, specify a cancellation date for the order.
If the supplier ships the goods after that date, you have the right to refuse
the order.

You may also want to place a series of orders, called program orders,
with staggered ship dates. In this way you plan your purchases for many
months at a time and can cancel orders if the line does not sell as well as
expected. Some vendors like having an idea of your needs far in advance;
others find the cancellation of orders very problematic. Check with the
vendor to find out whether program orders are welcome.

Suppliers often have a set minimum dollar amount for a wholesale
order. This minimum order discourages individuals from buying whole-
sale for their own use and also assures the vendor that the orders are large
enough to be handled efficiently. The minimum order is usually larger on
the first order, since the vendor will have to go to the trouble of establish-
ing a new customer number and account for the store. Companies also
want retailers to order enough of their line to show a good representation
in the store. Reorder minimums are often lower in order to encourage
shops to reorder the best-selling items as soon as they have sold. For cus-
tomer special orders, companies sometimes waive the reorder minimum
or allow a small order if you pay an extra charge.

The Laurel Burch designer line once decided to raise its minimum re-
order to $500 at wholesale, thinking that this would encourage stores to
offer a complete assortment of Laurel’s jewelry, mugs, shirts, and stationery.
This strategy works well if the initial minimum is high—and some lines re-
quire as much as $5,000 for a first order—but it was a real problem when ap-
plied to reorders. Customers wanting a pair of earrings in a certain color or
a T-shirt in a certain size had to wait until the store’s entire stock had gotten
low enough to warrant a $500 order. It was not long before the word came
from Laurel Burch that there was no longer any minimum at all on reorders.

Vendors are often out of certain merchandise, especially imported
items, and may choose to ship them when they arrive. Items that are out
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of stock when the first part of the order is shipped are referred to as being
on back order. If you don’t want to receive any items later, be sure to spec-
ify no back orders. You can also set a minimum for the size of the back or-
ders you will accept. Small back orders often have high freight charges, so
we tell vendors not to ship back orders of less than $50 unless they are pay-
ing for the freight. If you have established special terms for the original
order, such as free freight or a 10 percent advertising allowance, these
terms should apply to back orders as well. When reordering a line, spec-
ify whether you want any items still not shipped from your first order kept
on back order or canceled.

Some suppliers prefer to substitute items that are in stock for those
that are out of stock. We specify “no subs” if we want our selections or
nothing at all, especially when it comes to greeting cards. Suppliers some-
times ask if a shop uses a purchase order number, and we find that using
the date the order is written as the purchase order number helps track the
order if there is ever any question about it.

If you have already established an account with a company, you may
be asked to specify the terms—when you will pay the invoice. Usually the
terms are dictated by the company’s policy, and are net 30 or sooner. A
discount may be offered for paying earlier than the due date—for example
2%/10 net 30, which means you can take 2 percent off the invoice if you
pay within ten days of the invoice date. A discount of 2 percent may not
seem like much, but when calculated over a long time period, these dis-
counts add up. By paying a $1,000 invoice twenty days before it is due,
you save $20. If you were to invest that $1,000 in a bank for twenty days in-
stead, you would have to make more than 35 percent interest to get a bet-
ter return on your money.

After my first new-buyer orientation talk at the Chicago Gift Show,
a man came up and shyly asked me, “What’s dating?” It took me a mo-
ment to realize he was asking a legitimate business question. Vendors
sometimes offer more than thirty days to pay, especially on seasonal mer-
chandise that they want to ship as soon as they can. It is not uncommon to
find seasonal dating on these lines, with the invoice due close to the holiday
or season in question. Delayed dating means you have the merchandise to
sell for a long period before you have to pay for it, always a plus.

Terms such as net 30 and beyond give the store a grace period in
which to sell the merchandise before paying for it—a great help to the
store’s cash flow and a nice benefit provided by the supplier. Taking
excessive advantage of this situation by paying bills late is called leaning
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on the trade, and is an unfair way to generate cash flow. Department stores
are notorious for not paying bills on time, which gives the specialty shop
that is a prompt payer an advantage over these pokey giants in the eyes
of a supplier. Many suppliers belong to trade associations that share
information about delinquent accounts—another reason to stay current
on all bills.

SPECIFYING SHIPPING PREFERENCES

More often than not, your store will pay the freight on an order, so it is
your right to determine how it is shipped to you. Freight costs can have a
significant impact on the profit margin of your merchandise. Consider
shipping options and distance when selecting merchandise. Shipments
from companies in your part of the country will almost always have lower
freight costs, but some vendors offer to pay part of the freight cost on large
orders so that they can compete with companies in other regions. Freight
cost will not vary so much on small orders or lightweight merchandise, so
the location of the vendor is not as important with jewelry, for example, as
it is with jams and jellies. Heavy, inexpensive merchandise such as bottles
of lamp oil may incur freight costs almost equal to the wholesale price of
the merchandise. Ordering a larger quantity at a time helps reduce the
freight cost per item.

Many shops simply put “cheapest and best” under “ship via.” This
allows the supplier to choose whether to send the goods with a less-than-
truckload (LTL) trucking company (also called a common carrier) or with a
small-package service such as United Parcel Service (UPS) or Federal Ex-
press (FedEx) Ground. The size of the cartons and the total shipping
weight usually determine which type of service is most economical, al-
though UPS now has a service, UPS Hundredweight, for larger, heavier
shipments.

There may be some special considerations to take into account in se-
lecting the most economical way to ship merchandise. Small shipments of
books, for example, may be sent inexpensively by parcel post’s special
book rate. Bulky items such as piñatas must be shipped by common car-
rier, adding two or more dollars in freight costs to each burro or bull. Mer-
chandise that is urgently needed by a customer may require shipment by
FedEx or some other overnight service, and customers may be willing to
pay extra for this speedy delivery.
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To minimize freight costs, try to avoid placing small, fill-in orders for
heavy items. Remember to add more markup to the retail prices of items
with high freight costs. Look for special shipping terms from suppliers,
such as free freight or a partial freight allowance, terms often available
when an order reaches a certain size or if it is prepaid. When calculating
freight allowances, keep in mind that a 2 percent discount for freight
means 2 percent off the invoice total for the merchandise, whereas half
freight or full freight refers, respectively, to deducting half or all of the
amount of the actual freight charges.

A purchase order sometimes states at what point the shipment
becomes the responsibility of the store. The term FOB means that freight
costs must be paid by the store after the merchandise has been delivered
to the shipping company. FOB stands for “free on board,” a throwback
to the days when a supplier might actually deliver a bundle of goods ship-
side instead of just handing the package over to a friendly delivery person.

SETTING RETAIL PRICES

Merchandise must be purchased at a considerably lower price than it is
sold for if you don’t want to fall victim to that old retailing joke: “I’m tak-
ing a loss on every item, but I’m making up for it in volume!” Tradition-
ally, most merchandise is purchased at a wholesale, or net, price that is half
the retail price. This means there is a 100 percent markup (or 50 percent
margin) on each item. The 100 percent markup has been standard for so
many years that it is referred to as keystone. Most experts agree, however,
that keystone markup is no longer enough to keep a store profitable. Some
items must be sold at a higher retail, at least at keystone plus a portion of
the freight cost. Merchandise that is prepriced, such as books and greeting
cards, allows no fluctuation in retail pricing (and, unfortunately, none of
our current card suppliers price their cards at higher than keystone
markup). Luckily other items can be priced however you wish, providing
you don’t break your state’s minimum markup laws. In Wisconsin, for ex-
ample, it is illegal to set retail prices below wholesale cost—hardly a prac-
tice we would ever consider, but when the law was passed, one of our
kind customers asked me with great concern whether this new regulation
would hurt our business.

We are always looking for closeouts and other items on sale from our
vendors, or available with special terms such as free freight, that will allow
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us to take markup that is higher than keystone and still offer prices cus-
tomers will find attractive. We also look for blind items—unique merchan-
dise that customers don’t have a preconceived idea of how much it should
sell for, so we can price these items slightly higher without hurting sales.
One way to create blind items is to bundle several items together, such as
a soap dish, soap, and scented candle, and sell them as a set. Conversely,
you can buy items in sets and then price them separately at a slightly
higher total retail than the set price. Selling items individually that are
normally sold prepackaged is a service to the customer, who may not want
a large quantity of an item.

Keep markdowns and perishability in mind when setting retail
prices. A nursery, for example, will price plants as high as 300 percent
above wholesale cost. Plants require high maintenance until sold, and a
certain percentage may not survive. Seasonal or trendy fashion apparel
often needs to be cleared out at a reduced price after just a month or two
in the store. Added markup is necessary to maintain some profitability
when selling a significant amount of merchandise at clearance prices.

I write the retail prices on the purchase order soon after I’ve written
an order, so the merchandise is still fresh in my mind and I can remem-
ber which items I feel can be sold for slightly higher than keystone. When
I place orders at trade shows, I try to get all the orders retailed before
the end of each day. I occasionally catch errors when reviewing orders
to price them and will contact the rep to make a correction before it is
too late.

In determining retail prices, I pay close attention to the even price
points such as $5, $10, and $20. If an item wholesales for $2.50, I almost al-
ways keep it at the $5.00 price point. An item that wholesales for $6.00,
however, will sell just as well at $12.50 as at $12.00. This type of discre-
tionary pricing requires some consumer psychology. You need to look at
each item and try to determine how much above keystone you can go
without acquiring a reputation for high or, worse yet, unfair prices.

Customers love a bargain, so when we are able to offer a lower price
because of a quantity purchase or manufacturer’s special offer, we often
draw attention to the price by using a white price tag to indicate the “reg-
ular” price and a red one preprinted with the word “special” to flag the
lower price.

Competing with discounters will require you to occasionally settle for
less than keystone on some items and to make up the difference on other
merchandise. There are also categories, such as books and electronics, that
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traditionally are sold at a lower standard markup. In order to protect your
profit margins when going up against a discounter or when featuring low
markup merchandise, you need to buy very carefully, looking for volume
discounts, dating programs, and other special offers. It is essential to have
a diverse product mix so that some of your merchandise will provide you
with a higher potential margin.

Pricing Shortcuts
Many items are sold wholesale by the dozen. When placing an

order, I mentally calculate the approximate retail price per piece by di-
viding the dozen price by six. Price is very important to my customers, so
I need to figure out the retail price before I can decide whether to order an
item. Although I may eventually price the item at slightly higher than
keystone, this quick calculation tells me what the minimum retail price
will need to be.

It is more complicated to determine the retail price of items of grad-
uated sizes wholesaled as a set. If three baskets, nested inside one another,
wholesale for $17.00 and you want the set to retail for $36.00, the individ-
ual baskets will range from $8.00 to $16.00 in price. Here’s a trick for cal-
culating nested set prices:

1. Starting with the number 2, add one consecutive number for each
item in the set. For three baskets, add 2 + 3 + 4 = 9.

2. Divide the retail price by that number. Since $36.00 ÷ 9 = 4, the
factor in this example is $4.00.

3. Multiply the original numbers you started with (2, 3, and 4) by
the factor: 2 × $4.00 = $8.00, 3 × $4.00 = $12.00, 4 × $4.00 = $16.00.

At this point you may want to adjust the figures to take into account
facts such as the greater desirability of the largest size. Starting with the
evenly spaced prices, add to one what you subtract from another. The
price of the largest size could be adjusted up to $18.00, for example, and
the smaller two down to $7.00 and $11.00.

Marking the Purchase Order
In addition to noting the retail prices on the purchase order, indicate

the alphabet letter or numerical code for the merchandise category of each
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item. Some vendors carry merchandise in only a single category, such as
soaps; others may sell a range of products requiring a variety of category
codes. This category information will be useful for pricing the merchan-
dise, if you use codes on your price tags, and also will assist the book-
keeper in tracking merchandise purchases by category. If you are using an
open-to-buy budget, total each order by merchandise category, and sub-
tract the amount spent from each category’s budget for the month when
the order is expected to arrive.

Any special terms, such as dating or return privileges, should be
specified in writing on the purchase order. We also make a note on the
purchase order of the names and phone numbers of any customers wait-
ing for specific items from the shipment. Use a highlighter pen to empha-
size special instructions or pricing so this information will catch the
attention of those checking in the order when it arrives.

DEVELOPING VENDOR RELATIONS

The suppliers you buy from should be partners in your success. Your store
cannot thrive without good quality merchandise for customers to buy, and
vendors cannot get their merchandise to the buying public without retail-
ers as the link. Ideally, this partnership works well for both parties.

Retailers help vendors by:

• Ordering conscientiously.
• Not canceling orders capriciously.
• Displaying all merchandise well.
• Reporting damage and defective claims fairly.
• Paying invoices promptly.
• Giving the supplier feedback from customers about the 

merchandise.

Vendors help retailers by:

• Providing quality, fashionable merchandise.
• Communicating regularly with retailers about new merchandise

and specials.
• Filling orders completely and on time.
• Settling damage and defective claims quickly.
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• Not selling the same goods to discounters and neighboring stores.
• Offering special terms such as free freight or early payment 

discounts.

It stands to reason that a good retailer will favor suppliers who make
a sincere effort to support specialty shop accounts. Some stores track ven-
dor compliance to see how many orders are received close to the date
specified and how many items are defective, incorrect, or on back order. It
is also important to note which suppliers are selling to other stores in your
area, especially mass merchandisers, by shopping your competition often.
When goods become commonplace or are discounted, they are usually no
longer as viable for a specialty shop.

The speed with which a vendor can ship reorders, called the replen-
ishment time, is important in determining how much merchandise you
need to keep on hand. If suppliers can furnish you with new goods
quickly, you will have fewer dollars tied up in stored inventory. Some
suppliers, especially those dealing with imported goods, have great diffi-
culty shipping promptly and completely, but it stands to reason that you
should favor those that make an effort to do so. Your life is certainly eas-
ier when goods arrive just when you want them.

Because specialty shop customers expect high quality, the condition
of the merchandise when you receive it is also important. We inspect items
carefully upon receipt and expect our vendors to take back merchandise
that arrives broken or does not meet our reasonable quality standards. If a
customer returns an item as defective, we often contact the supplier for
credit. It is usually only by hearing from us about a problem that the ven-
dor will know if the consumer is dissatisfied with a product.

It doesn’t hurt to ask if special terms or pricing are available from a
vendor, especially if you are placing sizable orders. Be sure to ask the sup-
plier’s advice about what items in the line are selling well, as well as what
items are new. Order writing should reflect the partnership relationship
you are working to establish with each vendor.

How many vendors should you buy from? Having too few vendors
puts your store in jeopardy should one of them fail or begin selling to
mass merchandisers. Too many can be difficult to keep track of and can
lead to an unfocused look in the store’s merchandising. Some buyers also
point out that by concentrating on large orders to a number of key suppli-
ers, stores can become important accounts to these vendors and will re-
ceive preferential treatment in return for their loyalty.
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We are always looking for new, unique merchandise, so we open
many new vendor accounts each year. This becomes somewhat of a
headache for our bookkeepers, but it means we constantly have new
goods to offer our customers. We favor certain exemplary vendors with
larger reorders, but we rarely drop a line of really wonderful merchandise
just because of poor performance in shipping or some other aspect of ven-
dor compliance. We want our store to feature the very best selection of
merchandise available, and working with many vendors is one way we
are able to do so.

Developing Vendor Relations 119



5

VISUAL
MERCHANDISING

Buying for your store can be like shopping for a living, and sharing the ex-
citing new merchandise you’ve found with your customers is enjoyable
and rewarding. But in between these two stages come two tasks crucial to
the success of your store. First, the goods need to be accurately and effi-
ciently checked in, inspected, and priced. Mistakes or delays in the receiv-
ing area can be expensive. The merchandise then needs to be displayed in
a way that will invite shoppers’ attention and enhance the appearance of
your store.

Books about retailing—and I’ve read more than my share this
year—are full of mathematical tables and formulas to help fledgling
shopkeepers figure out where all the money is going, but very few of
them talk about the artistic side of retailing, technically called visual mer-
chandising. The ability to display even commonplace goods in an attrac-
tive and effective manner is a skill every bit as important as being able to
calculate return on investment, and I think it’s a skill that’s a lot more fun
to develop. Many of us go into retailing because we love the merchandise
we sell, and we want to show it to our customers in a way that will make
them love it too.
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CHECKING IN MERCHANDISE

Before a shipment of new merchandise can be put on display, it must be
checked in and priced. Some stores hire employees especially for stock
work; others add this to the duties of the sales staff. Accuracy in checking
in merchandise can have an important financial impact on the store’s op-
erations. Not only is it essential that items be priced correctly, but shipping
errors on the part of vendors are not unusual; they can be costly if not
caught and reported. You must be certain that what you receive is what
you ordered and that the vendor’s invoice matches the purchase order.

In the front of our file of purchase orders is a lined sheet, the arrivals
chart, with room to write down which shipments arrive each day, listing
the vendor name, our purchase order number (we assign the date the
order was placed as the purchase order number), whether the shipment
arrived COD (cash on delivery), and how it was shipped to us. This chart
helps us track all packages that come into the store and can be useful if
there is a disagreement later about what we received. For a sample ar-
rivals chart, see Figure 5.1.
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DATE VENDOR #   BOXES

ARRIVALS CHART

P.O.    DATE UPS FedEx TRUCK OTHER COD?

Figure 5.1 Sample arrivals chart.



When a shipment arrives, it is entered on the arrivals chart and the
purchase orders are pulled. Each purchase order is then labeled with a
sticker, printed on our computer, with spaces for the date of arrival, num-
ber of boxes received, and the initials of the staff member unpacking the
order. Most shipments include a list of contents, the packing list, which we
staple to the back of the purchase order. If an actual invoice is enclosed, it
is forwarded to the bookkeeper. Invoices and packing lists often look the
same, but an invoice has the shipping costs added and is totaled. If an in-
voice is mistaken for a packing list and is stapled to the back of an order, it
may not get paid, so it is important to be sure this does not happen.

Ideally, the wholesale price you wrote on the purchase order is the
same price you will be charged for the goods. We calculate retail prices
when we write an order and put them on the purchase order form so that
the merchandise can be checked in and priced as soon as it arrives. Other
stores wait until the invoice arrives in order to see what the shipping costs
are and whether there have been price changes. But some vendors are rather
slow in getting their invoices sent, which might mean that merchandise
sits in the store for days without being priced and put out to sell. The
sooner merchandise is displayed, the better.

Dealing with Back Orders
If you have elected to have back-ordered merchandise shipped to

you, when it arrives, you will receive shipments that do not have a pur-
chase order on file. The reason is that the original order was pulled and
processed when the first part of the order arrived; it is necessary to find
this order and check to see whether the back order is correct.

We use a special form to check in back orders (a copy can be seen in
Figure 5.2). When a back order arrives, we begin by looking up the origi-
nal order date and then enter the date the back order arrives. The whole-
sale and retail information is taken from the original purchase order. This
is a rather tedious process, which makes it even more inviting to specify
“no back orders.” Not accepting back orders, however, might mean that
you are unable to get certain very popular items that are often out of stock.
Most stores put up with some back orders in order to get the choicest mer-
chandise, but it is smart not to allow a supplier to send numerous small
back orders instead of consolidating them.

If you have merchandise on back order and are writing a new order
with the supplier, be sure to note if you want to keep items on back order
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(which may mean that you’ll be first in line to get them when they arrive)
or if you will be reordering these items on the new order. The latter is
sometimes advantageous when you need to get your new order up to a
certain minimum dollar amount or if you don’t want to have to look up in-
formation on previous purchase orders when the merchandise arrives.
Simply write “cancel back orders” on your new purchase order. You
might want to call the supplier first and find out if the back order has al-
ready been shipped.

Dealing with Problems on Shipments
Ideally, when you open a shipment to check it in, every item looks

exactly the way it did in the showroom or catalog, and the quantities
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Figure 5.2 Sample back order check-in form.

BACK ORDER CHECK-IN

Vendor Name:

Original Order Date:

Original order specifies: ❐ Dating ❐ Freight allowance

❐ Price-off promotion ❐ Ad allowance

❐ Free goods (gift with purchase)

Completed by:

Date Received:

item
number

quantity  
description

wholesale
cost

retail
price



match those on the purchase order. The prices on the invoice are the same
as the prices you were quoted, and the terms are the same as the ones
promised. Nothing is broken, and the order doesn’t include pizza unless
you ordered pizza. (The partially eaten piece of pizza, sent to us with a
shipment of picture frames by a well-respected eastern manufacturer, is
legendary in our receiving area.) Usually the incorrect items packed in
with an order are pieces of merchandise from the line not on our purchase
order. Often the person packing (or “picking”) an order will transpose the
item number, sending us #5462 instead of #5426, or perhaps the company
was out of #5462, so they send #5461 without checking to see if the substi-
tution is okay with us first. If we order 12 of an item, we may get 6, or 18,
or 120. Items sometimes arrive broken, cracked, or crushed. All of these
problems are common, and they are costly to deal with.

We have a two-part “problem” slip, shown in Figure 5.3, which we
use when there is some complication with an order. One part of it is sta-
pled to the order, and the second part can be put with any incorrect items
while they await pickup by the vendor. We have a policy of ignoring prob-
lems on orders if the amount is less than $10, because they just aren’t
worth the time and effort.

When there is a problem with an order, we contact the vendor im-
mediately, usually by fax or telephone, to ask for a carrier call tag to pick
up items we did not order or that were defective. This means that the ven-
dor pays the return shipping. If the merchandise is heavy and the cost of
shipping it to the store was significant, it is certainly reasonable to ask that
some of the freight charges on the invoice be deducted as well.

Broken merchandise may lead to a freight claim being placed with the
carrier. Depending on the type of carrier, the goods may be automatically
insured for $100, as is the case with United Parcel Service (UPS), or not in-
sured at all, as is the case with the U.S. Postal Service. Common carrier
trucking companies base their liability for damage on the released value of
the goods, which varies from one type of merchandise to the next. The
more fragile the goods, the higher the freight cost due to the higher liability.

When making a freight claim, you are supposed to keep the broken
goods and both the outer and inner cartons for inspection by the freight
company. As one supplier, Coyote Found Candles, points out, “UPS will
not pay claims for freight damage unless they can visit the injured box per-
sonally.” Keeping the cartons may be impractical if you have limited stor-
age space or if, as once happened to us, the goods have been damaged by
someone else’s shipment of pickled pigs’ feet leaking onto them. Freight
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NEW ARRIVALS

PROBLEM
Vendor:_______________________________ Date:_________

Purchase order date:______________ Staff member:_________

A)  ________(quantity)of ________________________ (item #)

      ______________________________________ (description)

❏ is/are defective/broken

❏ were not ordered (subbed for ____________ ?)

❏ is ______ more than we ordered

❏ were not received, but were listed as shipped

❏ other

B)  ________(quantity)of ________________________ (item #)

      ______________________________________ (description)

❏ is/are defective/broken

❏ were not ordered (subbed for ____________ ?)

❏ is ______ more than we ordered

❏ were not received, but were listed as shipped

❏ other

Please staple the top copy to the purchase order, and attach 
the second to any incorrect or defective merchandise.

Figure 5.3 Sample “problem” slip.



claims are a headache for everyone and, luckily, are less common than
they once were. Perhaps carriers are handling goods more carefully, or
vendors are packing them better. We also find that some suppliers allow a
small amount of breakage to be deducted from the invoice rather than
deal with the hassle of having a claim filed against the carrier.

Some suppliers take out additional insurance on a shipment, adding
this cost to the freight charges for which you are billed. The freight charges
on the invoice should reflect the actual cost of shipping the goods to you,
plus any insurance charge. It is not unheard of to have an unscrupulous
supplier overcharge for shipping, although this is not a common problem.

If an order arrives COD, a charge will be added for this service. UPS
and FedEx Ground collect a nominal COD charge, but common carriers
may add a significant fee to the shipping cost for this service. Another hid-
den shipping cost might be for inside delivery if a common carrier is being
used. Truckers are not actually required to bring a shipment from the
truck to your door, although many will.

Late and Lost Orders
Vendors sometimes ship later than the desired ship date, but unless

you have stated a cancel date, you can expect the merchandise to eventu-
ally arrive on your doorstep. If an order without a cancel date is late and
you decide you can no longer use the goods, be sure to notify the vendor
in writing that you don’t want it shipped. You are under no obligation to
accept goods that arrive unreasonably late if you have specified a cancel-
lation date, or written to cancel the order before it is shipped.

Periodically reviewing all orders still open is a wise idea. Call ven-
dors to find out why merchandise due in the store has not arrived, or fax
them a “when will you ship?” reminder (there’s one in Figure 5.4). Some-
times a supplier will have no record of receiving an order, and sometimes
the supplier will not have been able to ship the merchandise for one rea-
son or another. Good vendors will notify you of delays, but many do not.
Open-to-buy budgeting depends on shipments arriving during the month
specified, and unfortunately many of our suppliers are rather hit and miss
in their delivery times. Some ship the day after receiving an order, and
others take a month or two. Some ship every order complete, and others
let the goods dribble in on numerous back orders. Dealing with these vari-
ables is one of the challenges in acquiring an optimal selection of mer-
chandise for your specialty store.
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PRICING THE MERCHANDISE

Once a shipment has been received and checked against the purchase
order or invoice, the goods need to be labeled with prices. If you are using
a bar code scanning system, this may not be necessary, but you will need
to make sure the price on the shelf and in the system are correct. One of the
most frustrating experiences for shoppers is getting stuck in line waiting to
check out while someone up ahead is arguing that the scanned price is not
the same as the one on the display or in the ad.
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Figure 5.4 Sample “When will you ship?” form.



If you are a small shop, you might want to hand-write your price
tags. Print neatly, so that there is no question about the correct price, and
be sure to indicate whether the price is for one piece or a set. If you are sell-
ing expensive items such as antiques, you might consider having your
logo printed on attractive hang tags, with a calligrapher writing in the
prices and any additional information useful to the shopper. If printing
your logo right on the tags is too expensive, it could be applied using a
label, perhaps one printed in silver or gold on clear adhesive stock.

Using a price gun to print and apply self-adhesive price tags saves
time and usually guarantees legibility. You can purchase labels that have
your store name already printed on them, and the price gun can be used to
add more data, such as date of arrival and a vendor or category code. We
use a letter of the alphabet to indicate the category and a jumbled number
code to indicate the date of arrival. An item marked 041505, for example,
means that it was received on May 15, 2004. This system allows us to make
sure stock doesn’t “age,” or linger beyond a certain number of months, but
customers (we hope) are not aware whether the goods are new. Try to in-
clude some type of date on your price tags, and establish a markdown plan
for merchandise when it reaches a certain age without selling. For clothing,
markdowns may need to be taken at sixty or even thirty days, whereas for
other categories, between six months and a year may be acceptable.

The alphabet codes we use correspond to the twenty-six categories
on our cash registers and are intended to help the staff remember what cat-
egory an item gets rung up under. We probably no longer need to code
wine glasses “G” for glassware, but some items, such as plastic drinkware
for picnics, are harder to place. Do they get rung up with glassware or
with picnic baskets? The codes on the tags make sure that everyone rings
items up in the same way and that the cash register category matches the
inventory purchase category for that item on the invoice.

Price tags come in many different colors, so you can use color coding
to indicate a category, season, or sale status. For everyday specials, we use
a fluorescent orange tag preprinted with the word “special,” and for clear-
ance sales we use a bright yellow. Colored dots can be added to price tags
to give additional data about the item’s status. We use a tiny green dot on
placemats, for instance, to indicate that all of the stock of a particular style
is out on display. If a customer asks for more of a green-dotted item, we au-
tomatically know it would be futile to take the time to check our back stock.

Be aware that some items won’t hold a sticker for more than a few
minutes, no matter what you try. The porous and oily surface of many
wooden items, for example, refuses to take a price tag. If taping the tag on
doesn’t work, the only other option is a tag that ties on. If even that fails,
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put an attractive price sign with the merchandise, and keep a list on or be-
side the register of unmarked products and their prices.

We use “dog bone” tags to fasten onto the strings of Christmas orna-
ments and to label some jewelry. These tags are shaped like dog bones, or
barbells, with adhesive under the large round ends so that they can be
pressed together after the tag is wrapped around the item. The tags can
be imprinted with the store logo and are available in a no-tear material
for jewelry stores concerned about customers’ removing the tags instead
of paying.

Store supply companies sell two-part tear-off tags that allow the
lower portion of the tag to be removed and kept when an item is sold. Al-
though handwriting the data on the two sections of these fairly large tags
is not practical for small items, it works well for gathering data on the sale
of large items such as collectibles or craft items being sold on consignment.

In addition to tagging merchandise with prices, consider adding a
small, attractive label with the store name to consumable items such as
candles, potpourri, boxes of stationery, and personal care products. They
will help remind customers or gift recipients where to go to replace the
item when it is used up.

Personalizing Your Price Tags
It may seem redundant to put your store’s name on all your price

tags, but this serves two purposes. It is an inexpensive form of advertising,
reminding customers over and over again of the store’s name, and it helps
with identifying returns (if the consumer has left the tag on). Many depart-
ment stores and discounters seem to use tags that are very hard to remove,
making it easy to see if an item being returned actually came from a big
store competitor.

If you are using price guns, order rolls of labels with your name
printed on them. Allow several weeks for the labels to arrive. For hand-
written price tags, the store computer can print your name and logo on
sheets of stickers or on business card stock to use as hang tags.

Tips for Removing Price Tags
The flip side of putting price tags on is taking them off again, espe-

cially when gift wrapping a purchase. Some self-adhesive labels are di-
vided into little sections in order to discourage customers from switching
the price from a less expensive item to a more expensive one. Some tags
have a very strong adhesive, for the same reason. No matter what type of
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tags you use, removing them from certain products may be difficult.
Lighter fluid and rubbing alcohol work for this purpose; so do two new
products, Goo Gone and Elmer’s Sticky Out. We keep all four products on
hand, because each works better on some surfaces than others.

Price tags on plastic wrap may tear the wrap when removed, so they
should be applied to an inconspicuous spot. If it is important to take a tag
off without tearing the surface it was applied to, try a quick pass under a
hair dryer to dry out the adhesive and release the sticker.

DISPLAYING THE MERCHANDISE

Now that the merchandise you have purchased is priced and ready to sell,
it is time to give some thought to how to display the goods to best advan-
tage. A good display makes the goods look appealing and makes it easy
for customers to purchase them. The back stock of merchandise needs to
be stored in an accessible, safe place. (We use the cardboard tote boxes
with handles available at many grocery stores to carry priced merchandise
away to be stored and to bring out items to be put out display.)

As a general rule, most items should be put in displays that allow
customers to handle them. Customers always prefer to touch an item be-
fore deciding to buy it. You may choose to put a large quantity of each
item on display or to highlight the uniqueness of a piece by displaying just
one. During the holiday season, consider putting a few already wrapped
boxes of your most popular items on the shelf for quick purchase.

Merchandise that is easily shoplifted or broken can be displayed in
locked cases, but customers are often reluctant to ask to see an item that is
under glass. Stores with locked cases of merchandise need alert sales staff
to offer help as soon as they see someone interested in a closed display.

Yankee Candle Company of South Deerfield, Massachusetts, manufac-
tures a popular line of wax-filled glass apothecary jars in a wide vari-
ety of rich scents and colors. Research in Yankee’s own retail shop, the
largest candle store in the world, has proven that displaying candle jars
in color spectrum order, like the rainbow, significantly increases can-
dle jar sales.
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When arranging merchandise on your display fixtures, keep the prin-
ciples of color harmony in mind. Highlighting many items of the same
color, called color blocking, makes a strong statement. Products that come in
a variety of colors sell best when arranged in a pleasing order, such as fol-
lowing the color spectrum or progressing from light to dark. Color har-
mony has a positive effect on the eye and enhances the sale of the products.

In addition to color blocking, you can create visually harmonious dis-
plays through repetition, that is, having a large quantity of the same item (or
related items), neatly arranged en masse, or interspersed with a few other
products. When done with whimsy or creativity, and using attractive mer-
chandise, the result can be very appealing, in contrast to the thoughtless
“stuff it all on the shelf” approach of mass merchandisers.

Often shops have so many items for customers to look at that the re-
sult is visual confusion. Help draw shoppers’ attention to individual items
on a shelf by using a mirror or a small piece of fabric under a display, or by
placing pieces of merchandise on a small riser to display items at slightly
different levels, as shown in Figure 5.5. Plexiglas risers are available from
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Figure 5.5 Display merchandise at different heights and against complementary
background fabrics to highlight individual items, as demonstrated in this display
of Portmerion porcelain at our shop.



display fixture suppliers, as are cubes made of cork, mirror, Plexiglas, and
wood. Make your own inexpensive risers to match a display by covering
cube-shaped cardboard boxes with fabric or gift wrap. Rubber-covered
wire plate stands or easels are versatile accessories for displaying many dif-
ferent items upright and can also be used to hold signs.

Focal Point Displays
Many stores are designed exclusively around fixtures that hold mer-

chandise, with little thought to special areas that can feature changing dis-
plays highlighting new or seasonal merchandise. Often the only display
that changes from month to month is the end panel, or end cap, of the tra-
ditional freestanding gondola units. When we expanded twenty years ago,
we neglected to allow enough space for seasonal displays and for cross
merchandising, the technique of displaying merchandise from different
departments together, such as placemats shown with holiday china, brass
candlesticks, green glassware, and a Christmas cracker (a traditional En-
glish decorative and amusing table favor). Our store atrium, originally
conceived of as a restful area with a bench and a hibiscus tree, was soon
pressed into service as a display area. We now change the atrium displays
as often as we change the main window, with seasonal merchandise dom-
inating in the fall and spring and featured items from one or more depart-
ments being highlighted the rest of the year.

Clothing stores often have mannequins or body forms positioned
throughout the store, on platforms or on the walls above the hanging rods,
showing coordinated outfits and accessories. Other types of specialty
shops can make use of small areas of floor or wall space to create displays
that can be changed periodically. Your store’s regular customers should be
rewarded for their loyalty by seeing something new each time they come
into the shop. A focused display, even one using merchandise that is not
new, draws customers’ attention to the featured items.

Displays can be used to give decorating, gift, and use suggestions
that customers find very helpful. Showing scented candles with bath salts,
for example, evokes the image of a sensuous bath and suggests that can-
dles, which most customers think of as a dining table accessory, are also ap-
propriate for the bathroom. Displaying a number of different apple-related
gift items together, such as bags of potpourri, apple-shaped cookie cutters,
an apple corer, and towels silkscreened with an apple design, gives cus-
tomers the idea of putting together a gift basket of apple merchandise.
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Cross merchandising can also be done on the basis of color, leading
to some unusual and interesting display combinations—for instance,
red casseroles displayed with red Christmas ornaments and teddy bears
with big red bows. Some stores display all their merchandise in cross
merchandising settings rather than having a separate area for soap, can-
dles, linens, and other categories. This is perfect for leisurely impulse
shopping in a tourist area, but not ideal for shoppers hoping to find a spe-
cific item quickly.

Props can be used in store displays to add color and interest. A dis-
play of rugged suitcases, for instance, might also feature maps of Africa,
binoculars, a pith helmet, and a top-quality plush lion. Some of the prop
items might be for sale, whereas others should be discreetly marked “for
display only.” If the prop is on loan from another retailer, a tag should
mention where it can be purchased.

The area near any checkout counter, even in the finest specialty shop,
is a prime spot for impulse merchandise. (We all know what a strong draw
the candy display can be along most grocery store checkout lanes.) Leave
room near the register for a compact display of add-on accessories, treats,
or any small new items to which you wish to draw attention. Because
checkout counters can become cluttered with impulse merchandise, it is
important to limit and frequently change the items that are featured there.
These displays may be the final impression that customers have of your
store, so be sure that the merchandise on the counter looks as enticing as
the goods shown elsewhere in the shop.

MAINTAINING GOOD MERCHANDISING

It is more work, and less fun, to maintain existing displays than to create
new ones. As merchandise sells, it must be replenished. Customers will un-
fold the folded shirts, move items around, tear packaging, or put merchan-
dise they’ve changed their mind about in the wrong place. Straightening
and dusting the merchandise and shelves is no one’s favorite job, but it has
to be done regularly if displays are to look fresh and inviting. Merchandise
and display fixtures must be kept clean, and all displays should be kept
full. A full display always sells more than one that is half empty.

We divide up the task of maintaining displays by having a staff mem-
ber in charge of every department. This employee does the merchandise
display and also dusts and straightens that area. Standing items are turned
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to face the same direction, and soiled or damaged merchandise is removed.
Folded items get refolded and restacked in a standardized manner. Some
stores have employees use a folding board to be sure that all shirts and
sweaters are folded uniformly. Ideally, someone on the staff should
straighten and dust every shelf several times a week. When things are
quiet, we give employees flex time away from the counter (but within easy
contact, using walkie-talkies) to dust their departments. Which brings to
mind another old retailing saying, “If you have time to lean, you have time
to clean.”

The employee in charge of an area in our store also restocks the dis-
plays. We encourage employees to restock from the basement, looking to
see what is in back stock and then making sure everything is on display. If
the fixture seems full, those who restock from the display may not notice
that an item is missing or that a new item has arrived. Staff members in
charge of a department also do inventories for the buyer of that area, and
in many cases they eventually do routine reorders of merchandise and
perhaps even new merchandise buying. Even part-time staff members are
in charge of a small area, so that maintaining the attractive appearance of
the store is truly a team effort. With many stores offering the same items,
we all realize that the way we present our merchandise is an important
factor in our store’s success.

USING SHOP WINDOWS EFFECTIVELY

The concept of store window displays is not very old; until the invention
of plate glass, windows were very small and intended just to allow light to
enter the shop premises. Early plate glass window displays took advan-
tage of the larger space to cram in a sample of almost everything in the
store, and some merchants today still follow this “more is better” philoso-
phy. Others err to the opposite extreme, with so little in the window that
it seems dubious that there is much in the store. Good window displays
take a certain amount of artistic talent, as well as organized planning.

Window displays should be changed at least once a month, and in
high-traffic areas, every two to three weeks. Establish a calendar that iden-
tifies themes and responsibilities for creating the displays several months
in advance, and share this information with the store’s buyers in case they
need to order any special merchandise for a display. One of the cardinal
rules for putting merchandise in a window is that there be a reasonable
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amount of back stock for customers to buy. A customer who wants to buy
something displayed in a window will be frustrated if told it is out of
stock. The goal of a window, after all, is to bring customers into the store
in order to buy your merchandise.

Laurie Karzen and Charlotte R. Morrill, experts in design, merchan-
dising, and marketing, recommend keeping a notebook of display plans,
with a page for each of the next twelve months of window and in-store
displays. Each planning page contains a description of the proposed
theme, sketches, notes about sources for the tools and props to be used,
and information about the merchandise to be featured, including when it
will need to arrive. These pages can be taken along when doing the buy-
ing for the season, to be sure that all the items needed are ordered. When
a window has been completed, Karzen and Morrill suggest, attach a pho-
tograph of the finished display to the planning page, along with an evalu-
ation of which elements worked well and which ones did not.

Sources of Display Ideas
A good window combines the elements of good visual display and

creative advertising. There should always be a unifying theme, although
the theme can be as simple as a single color or texture. Other themes might
be a season or holiday, a product category, a color combination, an in-store
event, or even an individual new item. Sometimes display themes are
small vignettes, or realistic home settings such as a dining room table or a
bedroom dresser complete with all the accessories. The theme, which is
sometimes referred to as the story the window is trying to tell, determines
the materials, merchandise, and signage to be used.

Where can you find ideas for window displays? A walk through
your store should give you some ideas; look for products that are visually
exciting or are hot sellers. We keep a photo album of all past window dis-
plays to inspire future designs. We also watch for good displays in the
wholesale showrooms from which we buy merchandise. Some companies
allow retailers to take pictures of trade show and showroom displays 
they wish to replicate and provide information about the sources of any
props or background materials used. Trade magazines often feature
photographs of successful store windows you can adapt for your own use.
There is even a special magazine devoted to display ideas, VS+SD, which
stands for Visual Merchandising and Store Design (800-421-1321 or www.
visualstore.com). Every year VS+SD conducts an international visual 
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merchandising competition and carries photographs of all the winners
both in the magazine and on its Web site.

We occasionally do a window display that helps a nonprofit group
publicize a special event or cause. Often we are able to tie some of our mer-
chandise into the display, for example, adding picnic baskets and non-
breakable wine glasses to a window promoting American Players Theatre,
a nearby outdoor classical theater.

Do You Do Windows?
In larger cities, there are professional window dressers, or visual mer-

chandisers, who can take your design concept and bring it to life. You may
also be able to find an artist who can translate his or her talents into store
displays. We have always done our own displays, encouraging staff mem-
bers to pair up and take turns doing a window. Near our main window is
a sign giving the window dressers credit for their work. Some of our em-
ployees have turned out to be gifted designers, and it is nice to share the
opportunity, and the challenge, of creating a new window display with
our entire staff.

Art students, and even floral designers, are taught how to use com-
plementary colors and geometric shapes to create a pleasing design—skills
that retailers often have to learn on their own in order to do good window
displays. Merchandise alone does not make a display. Consider the aes-
thetics of the display, in addition to the lighting, backdrops, props, and
possibly signage. Good window design should take into account five key
elements: balance (symmetrical or asymmetrical), proportion, contrast,
harmony, and focus. The Crabtree & Evelyn display in Figure 5.6 is an ex-
cellent illustration of these essential elements.

Look for window display opportunities outside your store. Seaside Silks
draws customers to its shop by doing wonderfully colorful displays of
scarves in the leased display cases of a nearby luxury resort. Conven-
tion centers, meeting halls, and even airports sometimes have display
cases available to rent, or you could offer to spruce up a vacant store
front by temporarily filling its windows with goods from your store.
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The Tools of the Trade
Good window displays often create an illusion, for example, an

imaginary garden or jungle. A number of materials that fool the eye but
are lightweight and inexpensive are ideal for creating this magic. The first
of these is Foamcore, a stiff board made of Styrofoam that can be cut into
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Figure 5.6 An example of an attractive and effective window display from a
Crabtree & Evelyn store.

(Photo by Jonathan Kannair; courtesy of Crabtree & Evelyn Ltd.)



any shape using a sharp blade. Foamcore can be painted and pinned into,
and it will not warp as easily as other stiff materials. It can be used to cre-
ate a smooth floor, an archway, or a palm tree. Create a starry night back-
ground by punching holes through foamcore painted dark blue and
inserting small Christmas lights from the back. Foamcore is available in
large rectangular sheets from most art supply stores and some lumber-
yards. It comes in different thicknesses, from 1⁄4-inch sheets to 2-inch
insulation Foamcore that can be carved with a knife. Gatorboard, a much
stronger and more expensive synthetic material, is ideal for permanent
signs and other display applications. Its surface takes paint well, and it
will not warp.

Fishing line is an essential tool for window dressers. This sturdy
monofilament, available in sporting goods stores, allows items hung in a
window to appear to be floating. Fish line is also useful for reinforcing
standing items, so they don’t tip over during the time the window is on
display.

I am a strong believer in the use of small white Christmas lights to
outline window displays, especially during the holiday season. We have,
in fact, outlined both of our buildings in little white lights, which helps to
brighten our streetscape during the long Wisconsin winter evenings.
There are other colors of little lights available as well; we have used orange
ones in the Halloween window and pastel lights at Easter. Strings of lights
can be woven through a glassware display, intertwined in a floral garland,
or even used on a Christmas tree.

Prop Master
“Display and visual presentation are the theater of retailing,” writes

designer Martin M. Pegler, author of the annual Stores of the Year and Store
Windows books (New York: Retail Reporting Corp.). As in the theater,
backdrops and props can be used to make a display come alive. These
materials need not be items you sell, as long as the focus remains on the
merchandise you do stock. You should constantly be on the lookout for
inexpensive items that can be used in displays. Buy props at antique stores
or rummage sales, or borrow them. Many organizations are willing to loan
out items in exchange for a credit in the window. Over the years, we have
borrowed costumes from the Nutcracker ballet, a cast-iron bathtub, an an-
tique table, a bicycle, and a baker’s sample of a wedding cake.
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It is wonderful to have storage space so window props can be
reused. This storage need not be in the store, since it does not need to be
accessible on short notice. Over the years, you can build up a useful col-
lection of fabric, window shades, silk flowers, greenery, pedestals, and
display props such as fake rocks and mannequins.

Some prop items that can be purchased inexpensively or borrowed
to make an original window display include:

• Toys, such as beach balls and hoops
• Masks
• Musical instruments
• Theatrical costumes
• Trellises and garden fences
• Terra-cotta pots
• Hammocks
• Ropes, rope ladders
• Standing mirrors
• Shopping bags with the store name and logo
• Silk trees and plants
• Plush animals
• Gift-wrapped boxes
• Sporting goods
• Paper or silk kites
• Life-size cardboard cutout figures
• Plastic flamingos or other lawn ornaments
• Natural materials (e.g., hay, vines, wood chips)

The Backdrop
The background of the window is not important if the window

opens up into the store (although even in this type of window, some kind
of railing, net, or grid may be helpful to keep customers out of the win-
dow). Closed windows, however, allow a backdrop to be an integral part
of the display. We often use window shades made of bamboo, rice paper,
or pleated fabric as a background, lowering the last shade carefully as 
we back out of the completed window. Fabric panels and woven throws
are also useful as focal points in the background of a window. We often
base an entire display around a background that inspires us.
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Many other items can be used to form an interesting background in
a display window:

• Flags and banners
• Panels covered with wallpaper or gift wrap
• Posters
• Fish net
• Sheet music
• Product photographs mounted on Foamcore
• Blankets and woven throws
• Window frames, shutters, doorways
• Fireplace mantles
• Large paper fans
• Bull’s-eye targets
• Enlarged clip art or photographs
• Sheets
• Scarves
• Parachutes
• Maps
• Wood folding screens

Photographs, clip art, and other graphics can be enlarged for use in
a window display by a local photographic outlet or printing service. Be
sure to have signed permission to reproduce any photographs or art-
work that is not clip art, which is sold free of copyright restrictions. Dry-
mounting the enlargement on Foamcore will keep it from warping, al-
though it may still fade when exposed to direct sunlight.

Mannequins
Fashions in mannequins change along with changes in clothing fash-

ion. Stores selling clothes may choose to display their products on hanging
rods or forms, or to invest in a cast of characters that will model the cloth-
ing in a more realistic manner. A recent trend is toward modern, faceless
mannequins, which circumvents the problem of dated hairstyles and
makeup. The question remains, however, whether customers can really re-
late to these androgynous, anonymous figures.

The futuristic look is appropriate for stores selling cutting-edge,
youthful fashions. More traditional stores should invest in mannequins
that offer flexibility in hairstyle and poses and expect to have to replace
these figures periodically to avoid a dated look. Never leave mannequins
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undressed even temporarily in a window or with an arm or leg off. You
wouldn’t want to give some small child nightmares.

Words in the Window
Signage can often pull a window together, announcing the theme or

the customer benefits of the merchandise. Department stores with full-time
visual merchandising staff often apply the words directly on the inside of
the window, a sophisticated technique that makes the words an integral
part of the display’s foreground. According to Jeanne Anderson of Area
Code 212 Displays in Minneapolis, most sign companies can produce indi-
vidual vinyl letters to apply to the inside of the glass. Request letters that are
reverse cut, or self-adhesive on the “second surface,” or front side. Keep in
mind that light-colored letters show up best against a dark or colorful back-
ground, and dark letters work fine against light colors. Once the letters have
been applied to the window, you will need a razor blade to remove them.

Static cling also holds letters and signs onto most glass surfaces, and
your local sign or art supply store may have static-cling alphabets avail-
able. These letters have the advantage of being reusable when removed
and stored carefully.

Many of us use signs in the background to add words to our window
displays. Letters cut out of Foamcore, painted to match the display and
mounted on a sturdy background can be quite effective. Words printed on
the store’s computer can be blown up and mounted on Foamcore or framed.

Special events can be effectively announced using commercially
made banners with vinyl letters mounted on nylon material. We use this
technique twice a year for a bright window announcing our annual street
festival and our clearance, or “lemon” sale, combining the banner with
a window of air-filled balloons tied to our shopping bags with colorful
ribbon strings. The balloons are slightly underinflated, to allow for heat
expansion. They appear to float but actually are hung from the window’s
ceiling using a piece of fish line taped to the top of each balloon.

How Many Ways Can You Say “Sale”?
We use banners to announce our clearance sales, but there are many

other creative ways to get the message across. Chain stores sometimes
print special “sale” shopping bags and show mannequins carrying them.
You can make use of this idea by creating “fake” sale shopping bags using
color photocopies of the sale message attached to the front of five or six of
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your regular shopping bags. For a colorful finishing touch, tie a few bal-
loons to the handles of the shopping bags, anchoring them to the ceiling
with fish line. Shopping bags can also be spray painted to match the color
theme of other windows, with a highlighting color of tissue or fabric
tucked into the top of the bag.

In Denmark, we saw a window full of mannequins each wearing a T-
shirt featuring a single letter to spell out the word udsalg (sale) in giant
type. One could also print the word sale on balloons, flags, kites, umbrel-
las or any other eye-catching prop.

Memorable Display Ideas
Whimsy and imagination are often effective elements in a window

(see Figure 5.7). I remember a shoe store in Chicago’s Water Tower Place
that was holding a preinventory clearance sale. Rather than just showing
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orable bakeware and cookbook window by KT Hawk.



shoes with sale prices, the window dressers created a vignette with an
imaginary manager’s desk overflowing with inventory forms, adding ma-
chine tapes, and spilled cups of coffee. At Bennett’s on Union Street in San
Francisco, gardening supplies were highlighted by moss-covered men
made out of flower pots. Crate & Barrel in Chicago stopped passersby
with a display of glassware hot-glued onto shelves angled dangerously to
look as if they were about to fall.

In our era of sophisticated computer animation, you wouldn’t think
that having a moving figure in the window would captivate customers,
but there still seems to be a fascination with any character that rotates,
waves, or does somersaults. Perhaps it is the element of surprise, since
windows are usually static. Live mannequins, who are models practiced at
holding very still, always attract a crowd.

DISPLAY MISTAKES TO AVOID

A number of years ago a store near ours read that the latest trend in win-
dow displays was the use of real food. The owners put together an attrac-
tive food display promoting the napkins and glasses they sold for tailgate
parties. It wasn’t long before the window also featured an impressive col-
lection of dead bees and flies. We have been guilty of putting candles in
the window without thinking about what would happen to them on a hot
day (they droop), and have used paper backgrounds that quickly faded in
the bright sunlight. After a display has been completed, check it daily for
items that may have fallen over, melted, or self-destructed. Windows
should be washed regularly on the outside and cleaned on the inside
whenever the display is changed.

Window designers sometimes try to communicate too much through
one window display. Remember that you have only a few minutes of the
viewer’s attention in which to make your point. Don’t make potential cus-
tomers work too hard to figure out what you are trying to tell them—like
the book on window design from 1970 that suggested promoting liquor-
colored clothing by having “a mannequin dressed in an ‘intoxicating’ color
pushing a baby carriage with a lovely setup of matching accessories and a
few bottles of the ‘genuine article,’ peeping out from beneath the covers.”

Avoid window displays that are too cluttered or contain too many
props in comparison to the amount of merchandise featured. Conversely,
windows should not be too sparse, although there has been a trend toward
minimalist displays featuring very little in the way of product, props, or
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background. This requires a truly artistic eye to make it look intentional
and not just unfinished.

Seasonal windows create a holiday spirit and are an important part
of the marketing plan for many retailers. One of the greatest display chal-
lenges, especially during a busy holiday season, is making sure that no
seasonal display remains up more than a day after the holiday is over.
Don’t let Easter chicks or Halloween ghosts outstay their welcome. Plan
ahead so that a seasonal window can be dismantled immediately after a
holiday and replaced right away. An empty window can quickly start ru-
mors that your store has gone out of business.

VISUAL MERCHANDISING IN THE FUTURE

For years the press has speculated that television, catalog, and now Inter-
net shopping would replace traditional retailing, but as long as retailers do
a good job of presenting merchandise in an attractive and inviting setting,
this is unlikely to happen. Customers like to see and touch most types of
merchandise before buying. Good displays can also give customers ideas
of how to use products in their home or how to combine and accessorize
fashions. At its best, a display can be as interesting or aesthetically pleas-
ing as a work of art. You can’t say that about a bunch of products shown
on a television or computer screen.
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6

STAFFING 
YOUR STORE

Conversation at a cocktail party turned to the subject of retail stores. A
guest asked Linda Alanen, our employee and neighbor, the secret of Or-
ange Tree Imports’ success. “The staff, of course,” she replied. I must
admit that had I been asked, I would have been tempted to take some of
the credit myself, but her answer made me realize that in the eyes of our
staff and many of our customers, the employees are the store. Your store is
only as good as your staff. The selection, training, and positive reinforce-
ment of good employees are key to creating a winning specialty shop. And
since you will be spending countless hours in your store, it is important to
surround yourself with people you like to be with.

DO YOU NEED EMPLOYEES?

Many new business owners try to postpone hiring employees, hoping to
avoid the expense and the many government regulations and forms. But
this approach is shortsighted. Not only is it impossible to grow a business
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without employees, but going it alone exacts a heavy toll on the business
owner’s personal life. The total cost of an employee, currently less than $10
an hour, is not too much to pay to provide better service for your cus-
tomers and to buy yourself some free time. Without employees other than
your spouse or children, you cannot afford to be sick, go on buying trips,
or take vacations. This lack of time off can take a heavy toll on you, your
family life, and your business. If your shop is very small, consider starting
with a staff of perhaps just one or two part-time employees, provided they
can work full days if you are absent.

When you decide to hire employees, you commit to meeting a weekly
or biweekly payroll, no matter how slow sales are. There may be times
when you must go without a paycheck yourself or borrow money in order
to pay your staff. As an employer, you have a moral obligation to provide
your employees with a dependable income and a safe work environ-
ment—not a responsibility to be taken lightly—but creating meaningful
jobs can also be a source of great pleasure and satisfaction.

BEING THE BOSS

Few new retailers have any experience at being a boss. The role may be an
uncomfortable one, especially if you did not like your last supervisor.
Owning or managing a retail store is an opportunity to show just how ef-
fective a leader you can be: educating, motivating, and rewarding your
employees. Keep in mind that a good boss:

• Treats employees as individuals, caring about their success.
• Routinely spends time on the sales floor.
• Is always available to employees when they need guidance, sup-

port, or just someone to talk to.
• Welcomes the input of all staff members.
• Praises the contributions, large and small, that each employee

makes to the store’s success.
• Is as generous as possible in rewarding employees for their efforts.

Even a good boss cannot always please everyone, but as a leader you
need to make sure all employees can count on being treated fairly and
with respect.

If you have never managed employees before, read some of the many
books available on personnel policies and business management. Enlight-
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ened management techniques can have an enormous impact on your em-
ployees’ level of job satisfaction, and you will find that a happy and enthu-
siastic workforce is essential for providing good customer service.

We use an unusual but effective approach to store management. The
technique, participative democracy, is a form of business management based
on the concept that employees should have a voice in all aspects of
running the business. Our staff members are privy to all our financial data
and give their thoughts on major decisions, from hiring to merchandising
and remodeling. The final decisions still rest with us, but in order to make
this technique effective, we realize we must share some real power with
our employees.

Delegating Effectively
“Giving away responsibility and authority is the ultimate expression

of leadership,” according to Jammie Baugh, author of The Nordstrom Way
(New York: Wiley, 1995) and an executive at Nordstrom, the department
store chain often referred to as America’s number 1 customer service com-
pany. It may be particularly difficult for you as a novice boss to learn to del-
egate responsibility, especially if you are used to doing everything yourself.
An employee will rarely perform a task exactly the way you would have,
but in order to be an effective leader, you must learn to give employees the
authority to “own” the jobs they are doing. Changing a display or second-
guessing a customer refund decision undermines staff members’ confi-
dence. There is a fine line between wanting the very best in window
displays, customer service, restocking, and product selection—for the sake
of the store and its customers—and wanting to let employees set their own
standards for their job performance. We continue to struggle with this issue.

The day will come when you begin to delegate buying responsibility
beyond just the placing of routine reorders. Buyers need to understand the
focus of the shop, and the criteria you use to evaluate merchandise,
so the store will retain your personal touch. It is helpful to review all or-
ders initially, especially if you do not provide a buying budget. Don’t ex-
pect every item on every order to sell well. All buyers, even you, make
some mistakes.

Being able to delegate effectively is an enormous advantage. The
skills and ideas that our thirty-six employees bring to Orange Tree Imports
allow us to do much more than we could if Dean and I were trying to run
the store alone. The variety of ages and interests of our staff members re-
flects the diversity of our customer base, and their varied opinions help us
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keep in touch with different perspectives. And because we encourage
them to take on as much responsibility as possible, our employees’ many
talents are reflected in creative touches throughout the store.

HIRING FOR SPECIALIZED JOB FUNCTIONS

Chances are good that the first employees you hire will be salespeople.
Some stores call them clerks or cashiers; we use the term sales associates, be-
cause it has a professional sound. A dignified title is an inexpensive perk
that can make staff members feel more important. A title may seem in-
significant, but consider the attitude reflected by a local department store
chain’s decision to refer to its sales staff as “hourly units.”

As your store grows, you will need more staff to supplement your
own efforts. As you develop specialized job functions, write job descrip-
tions stating exactly what responsibilities you want these employees to
take and what skills the employees will need to have. Specialty shops often
employ people with the following job functions:

• Housekeeper
• Stockperson
• Bookkeeper
• Operations manager
• Manager
• Assistant manager
• Delivery person
• Personnel manager
• Buyer or purchasing agent
• Department manager
• Advertising manager
• Display coordinator/visual merchandiser

If you decide to branch out, you will need a store manager, and prob-
ably an assistant manager, for each location. If you have many branch
stores, you may wish to have a division manager to oversee a group of
stores in a specific geographic area.

When looking for employees for special job roles, experience and
training become primary concerns. Almost anyone with a friendly per-
sonality; average reading, communication, and math skills; and a willing-

148 Staffing Your Store



ness to learn can be trained to be a sales associate, but it is preferable to
hire managers with managerial experience and bookkeepers with book-
keeping experience.

Skills testing may be useful for qualifying candidates for these spe-
cialized positions. Some businesses also find that personality testing is
helpful in finding which candidates are best suited for a certain job. The
more you can find out about each applicant, through testing or extensive
interviews, the easier it will be to choose the best person for the job.

THE ROLE OF THE STORE MANAGER

Many store owners find themselves overwhelmed by the endless amount
of work to be done: waiting on customers, buying merchandise, dealing
with personnel issues, filling in government paperwork, and on and on. If
you find there is never enough time in the day to get everything done, it is
probably time to hire your first manager. Having someone to help run
some aspects of the day-to-day operation will allow you to concentrate
your time and energy on those tasks you do best and enjoy most, as well
as freeing you up to work on the long-range, “big picture” issues facing
your business.

Hiring a store manager is a special challenge because this person will
represent you to your staff and customers. It is important to hire a person
who shares your values and your vision of what you want your store to be.
Look for someone with a level head, good listening skills, and a consis-
tently upbeat attitude. As the owner, you need to share real responsibility
and authority with the manager. Encourage the manager to be a role
model, providing excellent customer service. A manager who supervises
other employees should work to earn the respect of his or her coworkers
by treating everyone as benevolently and fairly as you treat your staff
members yourself.

It is essential to establish open communication and an easy rapport
with the one or more managers you hire, creating a strong leadership team
for the store. In order to keep a positive attitude, despite the challenges of
the job, a manager needs your ongoing support and encouragement. Hav-
ing a manager means being able to delegate many store responsibilities,
but there is still a real need for you as the store owner to remain enthusi-
astically involved. Don’t let yourself get out of touch with your customers
and their needs or with your staff and their concerns.
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APPEALING TO A SHRINKING WORKFORCE

The dwindling pool of candidates, especially for sales jobs, is of grave con-
cern to all retailers. In some areas, stores compete fiercely for employees,
luring staff members away from each other with the promise of higher pay
and better benefits. And yet surveys of employees show that the opportu-
nity to do meaningful work, the feeling of being appreciated, and a sense
of job security are as important to workers as the hourly salary and bene-
fits. Of course, you should check to see what other stores are paying and
offer as much as you can afford in order to attract the best candidates. But
look beyond money and benefits to create jobs that people will enjoy. As a
specialty shop owner, you are in a position to offer:

• A pleasant work environment.
• A generous discount on merchandise.
• Flexible scheduling.
• Opportunities for employee input.
• Seasonal employment.
• Social interaction with customers and fellow staff members.
• Creative work, such as designing displays.

These perks will automatically make your job listing more appealing
to most people than job openings at a fast food restaurant or large chain
store. If you can also provide better wages and benefits, who would
choose to flip burgers instead of working in your store? The main compe-
tition for quality employees, however, comes not from fast food restau-
rants, other retailers, and service businesses but from companies offering
considerably higher salaries and opportunities for advancement. Retail-
ing, especially at the sales associate level, simply can’t support the same
wages as what my staff sometimes jokingly refers to as “real jobs.” This
means that employees may not plan to stay very long as sales associates,
or even in higher-level retailing positions, if there are opportunities for
better-paying jobs elsewhere.

A specialty shop has to work hard to retain these employees by mak-
ing their work more enjoyable than the alternatives. Although we do have
turnover every year, I’m very pleased that we also have three employees
who have been with us over twenty years. We celebrate staff loyalty by
presenting employees with a silver orange tree pin on their fifth work an-
niversary and a gold one on their tenth. For every five years beyond that,
a semiprecious orange stone is added. We celebrate the annual anniver-
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sary of each employee’s date of hire with a thank-you in the store newslet-
ter and sometimes a special note or gift.

One way to keep employees is to offer opportunities for advance-
ment. A small shop may have limited jobs to fill, but if branches are in the
store’s future, there may be opportunities for sales staff to advance to store
management positions. Even with just one location, we are able to help
employees train to do product buying or to take on new roles such as
cooking school director, display coordinator, or bookkeeper. Employees
who stay on can be rewarded with salary raises, especially as they take on
more responsibility, and added paid vacation and sick days.

WHERE TO FIND GOOD EMPLOYEES

Traditionally, most applicants find out about retail jobs by reading the
daily or weekly newspaper job listings. There was a time when a small ad
would draw dozens of candidates. To attract good applicants in today’s
tight labor market, ads must be larger (which can be quite expensive—
help wanted listings are a gold mine for newspapers) and more enticing.
Romance the job and the excitement of working in your store, and be sure
to mention the salary and benefits if they are attractive. Don’t forget to
specify the type of experience and skills you are looking for. Not only will
this help you attract qualified candidates, but lack of experience can often
be used to soften the sting of rejection to those who don’t get hired.

Many newspapers will include a listing on their classified ad Web
site for a small additional fee. There are also national Web sites where you
can post your job openings, which is especially effective if you are hiring
large numbers of employees or have shops in several parts of the country.
Radio advertising can help you reach those who aren’t actively pursuing
a new job, but might be open to a change—or to part-time seasonal work.

Colleges, technical schools, and local high schools may have place-
ment offices that will post job listings for you or even provide work-study
training programs that allow students to get credit for time on the job. Stu-
dents placed with a store as part of a course in retailing or business may
well be interested in staying on after graduation.

Your state unemployment office may advertise job openings for you.
Your community may also have a program for retirees looking for part-time
work; as McDonald’s has discovered, senior citizens often make excellent
employees. For management positions, you might consider using an em-
ployment agency, although these services are often quite costly.
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Ask your current employees if they have friends looking for work.
If you notice someone giving exceptional service in a restaurant or even
another retail store, you might slip the person your card in case he or she
is interested in making a job change. Of course, the employee you lure
away from another employer may leave you suddenly if a better offer
comes along.

One of the best ways to advertise a job opening is to post a notice on
your store door and in the store. Current customers who have shown an
interest in your store and its merchandise may enjoy working in a shop
they know they like. Some businesses put up large “help wanted” signs
that are visible from the street, but I prefer something more discreet. You
don’t want to broadcast the fact that you are short staffed or that someone
just quit. Out of respect for your current staff, don’t post their hourly
salary on the job opening notice. This is a matter that can be discussed
with applicants later or mentioned in a memo attached to the application
form. We find it useful to also list the job description and hours on a
memo, so applicants know what we are looking for in terms of experience
and availability.

Should you hire family members or friends? Some authorities say
no, cautioning that the employer–employee relationship may damage the
personal relationship and that any favoritism shown toward the friend or
family member will be resented by other staff members. Be sure that the
person you hire is qualified for the job you offer and understands that
you both will need to be able to relate to each other in a businesslike man-
ner. You may find it difficult to criticize employees who are friends or rel-
atives or to assign them tasks they don’t like. Although we are guilty of
ignoring this rule, most authorities advise, “Don’t hire someone you can’t
fire.”

Using Temporary Agencies
Hiring a temporary employee through an agency has many advan-

tages: you can get help quickly, you don’t have to do the initial screening of
candidates yourself, and the agency takes care of the payroll paperwork.
Employees acquired through an agency cost more per hour because of the
agency fee, and, unfortunately, most retail jobs require more training, and
trust, than the routine tasks usually assigned to temps. Still, keep tempo-
rary agencies in mind if you need short-term help with data entry, special
projects, or physical work such as moving stock to a new warehouse.
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THE HIRING PROCESS

Careful hiring can result in lower turnover of employees and a happier,
more compatible staff. A written job application is useful for provid-
ing background information, and one or two in-person interviews will
allow you to get acquainted with the applicant. Of course even two face-
to-face interviews cannot tell you everything there is to know about a po-
tential employee, but this process should give you some idea of each
applicant’s strengths and weaknesses, and how interested he or she is in
the job.

The Application Form
The government doesn’t care much about what merchandise you

buy, how you display it, and whether you empty the trash each night, but
it cares a great deal about almost all matters relating to employees. The ap-
plication form you use to screen potential employees may not ask ques-
tions about marital status, age (unless under eighteen), gender or sexual
orientation, race, religion, national origin, and whether the applicant has
children. It is illegal to discriminate against potential employees on most
of these grounds, so of course these same issues may not be discussed
when interviewing candidates.

So what can you ask? Name, address, and telephone number are
basic. I used to eliminate candidates who forgot to include their zip code,
because I thought it showed a lack of attention to detail. Today’s retail
shops cannot afford to be so picky. Past work history and education are
also important questions. We don’t require a certain amount of education
or experience, but this information gives us an idea of the applicants’
interests and whether they have successfully completed a degree or held a
job for some length of time. You may also ask about limitations that specif-
ically apply to performing the essential functions of the job. A stockperson,
for example, needs to be able to lift packages weighing over thirty pounds,
but a bookkeeper does not. Unless the job schedule is completely flexible,
ask about available hours, so you will know if the applicant can work dur-
ing the times you need to fill.

Applicants should also provide the name, address, and telephone
number of three references other than family members and friends. Past
work references are seldom a source of much information now that com-
panies are afraid of being sued for libel if they give a negative reference.

The Hiring Process 153



Nevertheless, these past employers will at least confirm the dates of past
employment and the salary range; if nothing else, this information proves
that the candidate has told the truth about past work experience.

A sample job application is shown in Figure 6.1 for you to personal-
ize and copy for your store’s use. It was adapted by our former personnel
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Figure 6.1 Sample employment application.

Last Name First Middle Date

Street Address Home Telephone
(  )

City, State, Zip Business Telephone
( )

Position Desired Number of Hours Desired Weekly: Min. salary acceptable
Minimum: Maximum:

Please list all commitments such as classes, other employment, meetings, extended trips, etc.

Are you legally eligible for employment in the United States? ❏ Yes ❏ No

Do you have any physical limitations that preclude you from performing any work for which you 
are being considered? If so, please explain.

Education
No. of Years Did You Degree or

School Name and Location of School Course of Study Completed Graduate? Diploma

Graduate

College

Business/
Trade

High School

Retail and Other Relevant Experience
Please indicate work, military and volunteer experience relevant to this position.

STORE NAME

Application for Employment
Prospective employees will receive consideration without discrimination because of 
race, creed, gender, age, sexual orientation, national origin, handicap or veteran status. 



manager, Connie Nadler, using other application forms as samples. There
are also generic application forms available by mail order or in office sup-
ply stores. These forms have the advantage of being revised constantly for
compliance with federal and state regulations and are worth reviewing
periodically to be sure your form is current.
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Reviewing the Applications
A competitive job market requires you to act quickly on applications

that look particularly promising. A delay of a few weeks may mean that the
applicant has already been hired by another business. Look over the appli-
cation for neatness and completeness as well as content. Any retail experi-
ence is of course a plus, as is any work or volunteer experience requiring
interaction with the public. Very few applicants have academic qualifica-
tions that specifically apply to retailing, but a high level of education does
reflect a capacity to learn and to commit to a program. Long-term commit-
ment is something we value in an employee, especially since it is much more
expensive to hire and train someone new than to retain a good employee.

Look for consistency in the education and job history. We once had
an applicant with an unexplained ten-year gap in his work record. When
we asked what he’d been doing those ten years, he replied that he didn’t
remember. Needless to say, he didn’t get the job. Another applicant said
she had been working on a cruise ship for two years, but we later found
out she’d been in jail during that time period.

The application doesn’t reflect the most important qualities of an em-
ployee—enthusiasm and a willingness to learn the job, to work hard, to
serve customers, and to be a member of a team. For this reason, all appli-
cants who meet the basic qualifications should be interviewed in person.

Preliminary Interviews
Our interviewing process reflects our participative democracy man-

agement style. One of the most important elements in the success of this
approach is the entire staff’s involvement in the interviewing process, hir-
ing, and employee training. We have used this technique for many years,
so all of our current employees have been hired by their colleagues.

The preliminary interview is usually done by the personnel man-
ager, myself, and sometimes another manager or full-time employee. The
candidates are invited to come for about a twenty-minute meeting in our
office. The questions we ask are similar to those that are on the application
form, plus some open-ended queries such as, “Tell us about an achieve-
ment you are particularly proud of” and “Give us an example of how you
handled a difficult situation in one of your previous jobs.” The applicant
is given a chance to talk informally and to ask us questions about the job.
The key to good interviewing is to put the candidate at ease and allow him
or her to talk as much as possible.
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The Staff Interview
The three or four candidates selected for second interviews after the

first screening are asked to come before the store opens for a staff inter-
view. As many as fifteen of our current employees usually attend these in-
formal interviews, and all of those present have been hired in this way. We
sit in a circle and meet with one candidate at a time, asking the applicant
to tell us a bit about himself or herself. The staff is free to ask anything they
want, except of course about topics prohibited by law. Questions range
from, “What book would you take to a desert island?” to “Do you like to
cook?” In the interest of fairness, we plant certain standardized questions
so that every candidate is asked some of the same questions.

One employee usually tells the candidate a bit about what it’s like to
work at Orange Tree Imports and describes what the job entails. After the
last candidate has left, the staff discusses the notes they have taken and
then votes, by secret ballot (if it looks like it will be a close vote) or a show
of hands.

Some candidates find it very intimidating to face a large group, and
we take their nervousness into account when evaluating their interview
performance. Positive details from the first interview will be brought up
if the applicant appeared poised in front of two or three interviewers but
not the entire staff. We look for indications that the candidate really
wants to work at Orange Tree Imports, as evidenced by a positive atti-
tude and by good grooming for the interview. The stress of the staff in-
terview is not unlike facing a number of customers all wanting immediate
attention, so the process helps us see if the candidate is comfortable talk-
ing with strangers.

The staff has a vested interest in the success of the new coworkers
they have selected. The new employees come on the job having already
met a number of the staff members and with the knowledge that their
coworkers want them to be there. Of course, as with any other democratic
voting process, candidates are sometimes selected by a narrow margin,
but most staff members are comfortable with the concept of the majority
vote ruling. I can think of one instance, however, when some members of
the staff were so vehemently opposed to the final candidate for personnel
manager that we started the application process over again.

Yes, even the personnel manager is hired by staff interview. The only
exceptions to this process have been technical positions such as book-
keeper. Occasionally seasonal help is hired by a smaller staff committee,
but we are committed to the idea of having employees hire employees.
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We usually do not check references until after the selection process is
completed. That same day, we make the references calls and offer the job
to the candidates the staff has chosen as soon as we are able to get in touch
with their references. Those not selected are given the courtesy of a tele-
phone call and their applications are kept on file for future consideration.

Reference and Background Checks
Ideally, a good job reference call can help you make sure you are hir-

ing the right person for the job. However, most businesses now have a pol-
icy of revealing very little aside from dates of employment and possibly
salary range when asked for a reference because they’re afraid of being
sued by a former employee for saying much more, especially if it is nega-
tive. Still, it is a good idea to confirm that the employee is telling the truth
about the dates and location of former employment. You may also be for-
tunate enough to get more information when you ask questions such as
“Would you rehire this person?” and “Is there anything about his (or her)
job performance that you think would be helpful for us to know?”

For a position of high trust such as bookkeeper, or manager, you
may wish to do a background check for a possible criminal record. Call
your city police department or the Department of Justice for your state.
Unfortunately there is no national clearinghouse for this information, so
you will need to do it on a state-by-state basis. There are also third party
services that will conduct background checks for you; however, it is im-
portant to make sure the service is insured in case of a lawsuit. You will
need to provide the potential employee’s name and birth date, and may
have to show that the individual has given you permission to access his or
her records.

GOVERNMENT FORMS FOR NEW EMPLOYEES

The first day on the job for a new employee involves a certain amount of
paperwork. Your business will need to have obtained a federal EIN (Em-
ployer Identification Number) and W-4 forms for employees to fill in spec-
ifying their tax status, number of dependents, and federal tax withholding
allowances. If your state has its own income tax, and most do, you will
need to withhold state taxes. The W-4 form provides a space for the num-
ber of deductions being claimed for state as well as federal taxes.
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Employers must also see proof that the employee is legally entitled to
work in the United States, as required on INS (Immigration and Natural-
ization Service) form I-9. Ask the new employee to show you the following:

• U.S. passport or
• Certificate of U.S. Citizenship or Naturalization or
• INS form stating employment authorization or
• A social security card or U.S. government issued birth certificate,

together with proof of identity (e.g., driver’s license, school photo
ID, voter’s registration card).

A number of other documents, such as a Native American tribal docu-
ment, may also be used. If you have questions, call the U.S. Department of
Justice or the INS information line (800-375-5283), or visit their Web site,
www.ins.usdoj.gov. The fine for hiring someone not eligible for employ-
ment in the United States can be stiff. The Immigration Reform and Con-
trol Act, which requires employers to establish their employees’ right to
work in the United States, also prohibits discrimination on the basis of na-
tional origin or citizenship.
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THE EMPLOYMENT AGREEMENT

There is no government requirement that you have an employment agree-
ment, or contract, but it does make good business sense. Spelling out the
compensation you are offering an employee can avoid future misunder-
standings. Stating your expectations lets an employee know exactly what
the job entails. There is a sample employment agreement shown in Figure
6.2 for you to copy.

Many employee contracts include a noncompete clause in the contract,
asking that employees promise not to open a competing store within a cer-
tain distance of the employer’s store within a year or two of leaving. Al-
though these clauses often prove difficult to enforce legally, there is no
reason not to request that at least those in managerial positions make this
promise. Unfortunately it does sometimes happen that an employee privy
to inside information uses that knowledge to open a new business or to
benefit a future employer.

The employment agreement also usually states how often employee
evaluations will be held and spells out the conditions for termination. It is
standard to request that employees give two weeks notice when leaving
and to promise an equivalent amount of notice, or severance pay, if the
employee is dismissed for reasons other than fraud, theft, illegal drug use,
or unprofessional conduct.

In addition to the employment agreement and the W-4 and I-9 forms,
we ask new employees to fill in an emergency contact form. These forms,
kept in the employees’ personnel files, give us telephone numbers of close
relatives or friends to contact in case of emergency. A sample of this form
is shown in Figure 6.3.

Two Weeks on Trial
Two interviews are better than one, but even after two interviews,

you will know very little about how well a new applicant will work out.
Keep in mind that the process of dismissing an employee is difficult and
often costly. Put your best effort into the hiring process, and if you don’t
find a candidate you and your staff are comfortable with, continue the
search until you do. You can also insist on a two-week trial period for the
new employee. This offers both the employer and the employee an easy
out if the fit is not right. If a serious problem, such as tardiness, a negative
attitude, or poor work habits, turns up during the first two weeks, the
conditional period allows both parties to sever the relationship without
having to give the usual two weeks notice or written warnings.
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Figure 6.2 Sample employment agreement.
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Figure 6.3 Sample employee emergency contact form.

It is essential to let the employee know at the time of hiring if the first
two weeks will be considered a trial period. The new employee may have
quit another job in order to take the one at your shop, so dismissal even
during the short trial period can be very problematic. Be sure that the em-
ployee has agreed to the idea of a trial period and that you and the staff do
everything possible to make the person a successful member of the team.



TRAINING THE NEW EMPLOYEE

After filling in the necessary forms on the first day of work, our new em-
ployees are taken on a tour of the store, introduced to some of the staff,
and given their own copy of the store’s employee handbook. The actual
job training is spread out over a week or two, because there is too much for
anyone to learn in a few days. Our personnel manager conducts the pro-
cedures and product knowledge training, working from a training check-
list to make sure nothing is missed.

The training checklist varies from job to job, but for sales associates, it
includes cash register training and information about a myriad of small pro-
cedures, from selling gift certificates to calculating out-of-state shipping
charges. We even include details such as what we want employees to say
when answering the telephone and what my real name is. (This may seem
silly, but since most people call me by my nickname, Orange, we have had
several instances of new employees turning sales reps away when they ask
for Carol Schroeder.) We cover important topics relating to customer service
and help employees begin to be familiar with the benefits of all our products
and how to find various types of merchandise in the store and stockroom.

Procedures are explained and demonstrated, and then the new em-
ployees practice them. Some of this training takes place when the store is
closed, so the cash registers are available for practice. Role playing is used
as a training method, with the personnel manager and new employee tak-
ing turns pretending to sell each other items, handle refunds, and correct
mistakes. It is essential that these skills are practiced, not just explained. As
the Chinese proverb says, “I hear and I forget. I see and I remember. I do
and I understand.”

After the initial training period, a sales associate is assigned to
shadow an experienced staff member for several shifts. This buddy system
allows the other staff members to get involved in training new employees

At Office Depot, product location is taught during the initial training
period using a treasure hunt approach and then reinforced through a
quarterly, noncompetitive game. Sales staff members are given an
opportunity to win movie passes by completing a quiz asking the lo-
cation of sixty different items. Every employee who gets all the an-
swers right wins.
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and gives the new person a specific coworker to turn to with questions.
We encourage new employees to ask questions. There is a lot to learn, and
no one gets it all the first time.

After two weeks on the job, each new employee is given an evalua-
tion. This is an opportunity for the personnel manager to sit down with the
person and ask if there are any areas of the training process that need
more work and to review the employee’s first weeks of job performance.
This is also a good opportunity to build the employee’s self-confidence,
pointing out how much he or she has already learned. Sometimes new
staff members are a bit worried at this point, because they realize they
don’t know everything and can’t remember some of the procedures
they’ve been taught. We try to reassure them that it can take as long as a
whole year to feel comfortable with all aspects of the store’s operations.

THE EMPLOYEE HANDBOOK

My informal poll of small shop owners revealed that a surprisingly low per-
centage have employee handbooks or manuals. I wonder how the
employees of these stores know what standards of behavior and appearance
they are expected to live up to and what the store’s policies are regarding is-
sues that concern the staff, such as sick leave, paid holidays, and salary in-
creases. For the sake of consistency and clarity, many personnel issues
should be addressed in a handbook that can be given to each new employee.

In keeping with our participative democracy mode of management,
we developed our first employee handbook many years ago with the
input of a staff committee. Everyone who wanted to serve on the commit-
tee was welcome, and a group of five or six of us spent several months
hammering out the store’s first policy statements on such issues as dress
code, tardiness, employee evaluations, and maternity leave. The process
could have been abbreviated by not seeking staff input, but then the poli-
cies might not have been as willingly followed by our employees. Em-
ployees will support policies they help to create.

Our employee handbook starts out with a brief history of the store and
our mission statement, which helps focus the staff on our shared goals. The
remainder of the employee handbook is devoted to brief, clear statements
about personnel policies and employee benefits, including, but not limited to:

• Payroll procedures
• Paid vacation and sick days
• Parental and adoption leaves
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• Overtime policy
• Employee discounts
• Health, life, and other insurance
• Sales bonuses
• Opportunities for advancement and raises
• Breaks
• Personal telephone calls
• Continuing education
• Business trip reimbursement
• Termination, exit interviews
• Drug and alcohol use policies
• Dress code
• Scheduling
• Changes in part-time or full-time status

The information contained in the employee handbook is intended as
a guideline for all staff members. We try not to be too restrictive in the
wording; it is not intended to sound like the Ten Commandments. Staff
members can bring any policy up for review at any time, and in fact the
entire handbook is revised periodically.

Dress Code and Name Tags
Customers appreciate being able to identify a store’s personnel by

the way they are dressed or by the name tags they wear. Some stores carry
out the shop’s theme in the employees’ dress—for example, having all the
staff wear referee shirts, lab coats, denim shirts and khaki slacks, or gar-
dening aprons. I must admit that I’ve never been able to convince my staff
that smocks and name tags are a good idea, much as I admire the effect in
other shops. It is difficult to find a uniform that everyone thinks looks
good on them, and some employees don’t want customers to call them by
their first names.

A store that chooses not to provide an apron, T-shirt, smock, lab coat,
or other uniform for its employees still needs to have a dress code for staff

At Olson’s Flower Shop in Mount Horeb, Wisconsin, employees are
given a choice of floral pseudonyms for their name tags: Pansy, Rose,
Daisy, and Fern.
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members. We keep ours very simple: no blue jeans or torn pants, no shorts,
no T-shirts or sweatshirts with writing on them, no worn running shoes,
and no low-cut or revealing clothing.

The employee handbook states that everyone is expected to practice
good hygiene, and male staff members are required to shave, unless they
have a beard. Employees are not allowed to chew gum or smoke in the
store. We have recently added a facial piercing policy limiting such jew-
elry to one small stud worn in the side of the nose. By spelling out these
details in the handbook, we hope to avoid having to criticize an employee’s
appearance. It isn’t so bad to tell someone that they’ve priced an item in-
correctly, but to ask an employee to go home and change is an embarrass-
ment for us both.

FLEXIBLE SCHEDULING

When your store first opens, it may be difficult to predict how many sales
associates will be needed at any one time or to know how many hours a
week specialized jobs such as bookkeeping will take. Many businesses, es-
pecially restaurants, hire more people than they actually need, on the as-
sumption that a percentage will leave within the first month or two. If
they don’t, everyone’s hours get cut back. It is better to hire a reasonable
number of employees, favoring those who can be flexible in the hours they
work. Employees willing to work fifteen to thirty hours can start out at fif-
teen and work more as the store gets busy.

With time, customer patterns will develop that make it easier to
know how many staff members will be needed on certain days of the week
or even at certain times of day. We know that Saturdays are always our
busiest day of the week, for example, and that we need extra help the day
before Valentine’s Day. These are all factors for the person doing the hir-
ing and scheduling to take into account. Payroll is usually a store’s high-
est operating expense, so it makes sense to schedule efficiently. Use cash
register records to determine which times of day and days of the week are
busiest and which months require extra sales staff.

To make more efficient use of sales associates during slower hours,
such as 2:00 to 4:00, we purchased a set of walkie talkies. When the em-
ployee at the cash register needs the assistance of the sales associate who
is off working on a display or unpacking merchandise, he or she merely
presses a button to call the second employee, who immediately returns to
the counter.
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Our staff is made up of both full-time and part-time employees. The
full-time employees work thirty to forty hours a week, providing a won-
derful sense of continuity by their being at the store so much. All of the
full-time employees have duties beyond customer service, and as a result,
these staff members are paid at a somewhat higher hourly rate. We also
have a number of employees who work twenty to thirty hours a week, a
position we call “special part-time.” These employees have a real commit-
ment to the store, despite the fact that they don’t want to work full time.
Some of our special part-time employees have been with us for many
years, and all of them manage at least one department. Our very part-time
staff is key to being able to offer flexible scheduling, because they fill in as
needed and work more hours during vacations and the busy season. We
sometimes hire seasonal help for late November and December, ideally
getting started with their hiring and training in late October.

We realize that flexible scheduling is one of the strong appeals of
working at our store, but setting up a schedule that makes everyone happy
is a major challenge for the personnel manager. Many retail employees
have second jobs, or are in school, so we try to set up a  schedule that is con-
sistent from month to month for their convenience. We only make changes
when an employee needs the schedule altered, or when we need extra
staffing for our busy season. Employees are invited to submit schedule re-
quests, and we make every effort to accommodate them all. Weekdays are
divided into two shifts, 10:00–2:00 and 2:00–6:00, plus the evenings when
we’re open late. These four-hour units allow us to schedule those who want
to work partial days, as well as those who want a full eight-hour day. Any-
one working eight hours needs a lunch or dinner break, which is usually
covered by having a half-day worker come in early or stay late.

Employees who have paid vacation time as part of their compensa-
tion package are encouraged to schedule their vacations early and to avoid
taking them during our busiest months, November and December. We do
have a problem with too many employees wanting time off in August, so
we ask that staff members try to schedule summer vacations in June and
July. Some stores allow those with the most seniority to have first choice of
vacation dates.

Weekends are the busiest time for most retail stores, and Saturdays
and Sundays can be very difficult to staff. We make working weekends
more appealing by splitting Saturday into two shifts, and by setting up an
A and B weekend schedule, so employees have the option of working
every other weekend. Dean and I work most Saturdays ourselves. Without
the distraction of sales reps and telephone calls, Saturdays provide an
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excellent opportunity for us to have direct customer contact. We take Sun-
day and Monday off as our weekend together.

Job Sharing
Almost all of our specialized job functions are job shared—we have

two bookkeepers, two stockpersons, and a management team—both the
store and the employees benefit from this flexible arrangement. The es-
sential work of an area does not come to a halt if someone is sick or on va-
cation, and staff members have someone to share their work load with.
Parents enjoy being able to be home when children return from school or
to stay home with a sick child. Usually those sharing a job develop a close
rapport, working out on their own how to divide the tasks at hand and
even sometimes setting up their own schedule.

A number of years ago we had a problem with a bookkeeper who fell
desperately behind in her work, hiding the mounting bills and other prob-
lems from us. When we hired someone to job-share her position, it became
impossible for her to conceal her inability to handle her part of the job. We
made the painful decision to terminate her but have continued since that
time to have two people in the bookkeeping department.

COMPENSATING EMPLOYEES

There are two basic methods of compensating employees: salary and com-
mission. At least for full-time employees, most stores pay an hourly salary,
plus some benefits such as life and health insurance, sick days, and paid
vacations. Others pay sales associates commissions based on sales, and
some use a combination of the two methods. The commission method is
generally practical only for stores providing one-on-one customer service
to sell high-priced items such as electronics, expensive clothing, and fur-
niture. If your employees are paid by commission, remember to carefully
monitor staffing levels so that everyone on duty has a reasonable expecta-
tion of earning a decent wage.

The advantage of paying commissions is that employees’ income is
directly tied to their job performance. Commissioned compensation en-
courages staff members to develop a customer base and to serve those
customers well. But it does not always encourage team spirit, and com-
missioned salespeople can sometimes be too aggressive in their sales tech-
niques. Stores such as Nordstrom pay an hourly salary plus commission,
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requiring employees to achieve a minimum average amount of sales per
hour to justify their base hourly pay. Those unable to live up to this stan-
dard are either terminated or moved to nonsales positions.

An alternative to the commission system is to offer special rewards
or bonuses as incentives for exemplary sales and service. Many retailers
treat employees to lunch or give staff members a day off with pay when
they reach specific sales goals. We add a dollar to the hourly base pay of
employees performing certain extra credit tasks, such as doing a main
window display or assisting with a cooking school class. In order to en-
courage sales assistants to substitute for each other, we give employees a
sub shift voucher for every shift they take; ten vouchers entitles the em-
ployee to a $30 bonus. We also allow employees to compliment each other
on any exemplary job performance by giving a Way to Go voucher, re-
deemable like a sub shift voucher.

Managers are often salaried, that is, paid a flat amount no matter
how many hours they work. Sometimes a monetary bonus is added to the
manager’s salary, based on annual sales or on achieving certain sales goals
or increases. This is especially appropriate if the manager is in charge of a
branch store’s operations and can be a prime motivation in attracting and
keeping good managerial staff.

Overtime Regulations
We learned the hard way about the federal requirement that any em-

ployee, salaried or hourly, be paid overtime, or one and a half times the
normal hourly rate, for all time beyond forty hours in a seven-day period.
This law also applies to salaried employees who do not qualify as exempt
under the labor standards laws. Unfortunately, in the United States a sin-
gle-location specialty shop with the owner present, no matter how large,
cannot exempt a salaried manager from overtime compensation. We were
recently audited by the Department of Wages and Hours and had to go
back through all our payroll records from the past few years. Even com-
panies with branch stores must prove that the duties of the branch man-
agers are at least 60 percent managerial, as opposed to such work as
customer service and merchandising.

Needless to say, paying time (the hourly salary) and a half increases
payroll costs significantly. We have always tried to avoid overtime by re-
quiring employees to notify us in writing in advance of going over the
forty-hour limit, so that we can try to replace them on the work schedule.
The government takes a firm line on making sure no more than forty hours
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fall within a seven-day period. Your employees may not work thirty-nine
hours one week and forty-one the next, even if you use a two-week pay
period. Extra time worked during a busy week may not be saved up and
used as time off during a slower week, unless it is repaid at time and a half
(three hours of paid time off to compensate for two hours of overtime).

There are also special restrictions involved in hiring minors, and
these regulations may be different at the state and federal level. Be sure to
check how many hours high school students are allowed to work on
school days and other restrictions. The fines for disobeying these regula-
tions, even inadvertently, can run into thousands of dollars.

Payroll Procedures
Computer software and outside payroll service bureaus can take

much of the headache out of producing payroll checks with the correct
amounts deducted and then paying the government all the taxes and con-
tributions due in a timely manner. Payroll checks may need to have state,
federal, and possibly even local taxes withheld, and as an employer you
will need to match your employees’ contributions to FICA (social security)
and Medicare. You are also responsible for paying state and federal un-
employment taxes. There are strict deadlines for reporting and paying all
of these taxes, and it will save a lot of grief if you set up a tight system of
payroll accounting from the start. Falling behind in tax reporting or, worse
yet, in making the required deposits or payments on taxes can result in
heavy penalties. The government can put a lien on your business and will
add significant interest to the amount you owe for every day you are late.

You may choose to pay your employees once a week, biweekly, or
even monthly. Ask them to keep track of their hours on special time cards,
conveniently located near their coats or lockers. The information gathered
on these forms is essential for preparing the payroll, and it is useful for
planning future staffing. We ask employees to give us a breakdown of
how their time is spent, so we know what percentage of our payroll goes
toward sales, restocking, meetings, bookkeeping, our cooking school, and
other activities. Vacation and sick days are also noted on the time card,
and entered on the employee’s file when the payroll is compiled. An ex-
ample of our time card is provided in Figure 6.4.

This honor system has always worked well for us, but some busi-
nesses feel more secure using a time clock to track employee hours. Staff
members are given a form or code number to punch into the clock when
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Figure 6.4 Sample time card.

Time card for:_________________________________

Period from __________ to _________ year:_________
number of 

hours worked

MONDAY sales counter hours: from ________ to ________  ________

additional: task code ____ from ________ to ________  ________

❑ SICK/PERSONAL DAY ❑ HOLIDAY ❑ VACATION _______

TUESDAY sales counter hours: from ________ to ________  ________

additional: task code ____ from ________ to ________  ________

❑ SICK/PERSONAL DAY ❑ HOLIDAY ❑ VACATION _______

WEDNESDAY sales counter hours: from ________ to ________  ________

additional: task code ____ from ________ to ________  ________

❑ SICK/PERSONAL DAY ❑ HOLIDAY ❑ VACATION _______

THURSDAY sales counter hours: from ________ to ________  ________

additional: task code ____ from ________ to ________  ________

❑ SICK/PERSONAL DAY ❑ HOLIDAY ❑ VACATION _______

FRIDAY sales counter hours: from ________ to ________  ________

additional: task code ____ from ________ to ________  ________

❑ SICK/PERSONAL DAY ❑ HOLIDAY ❑ VACATION _______

SATURDAY sales counter hours: from ________ to ________  ________

additional: task code ____ from ________ to ________  ________

❑ SICK/PERSONAL DAY ❑ HOLIDAY ❑ VACATION _______

SUNDAY sales counter hours: from ________ to ________  ________

additional: task code ____ from ________ to ________  ________

❑ SICK/PERSONAL DAY ❑ HOLIDAY ❑ VACATION _______

GRAND TOTAL _______

Task Codes: (non-sales-counter hours only):  H = Housekeeping,
B = bookkeeping, D = departments (restocking, ordering), W = window display
G = group meetings/seminars, S = stock/shipping, M = management



they arrive and when they leave, so work hours are recorded with minute
precision. A time clock, however, does not provide any information about
how the employee’s time is spent.

Be sure to keep all payroll records, including time cards, for the un-
happy eventuality of a government audit. Some authorities recommend
keeping these items for as long as seven or eight years.

BENEFITS AND PERKS

The hourly or annual salary is usually only one component of employee
compensation. Some of the other benefits, such as paid time off for illness
or vacation, and health, disability, and life insurance, are commonly
granted to employees in big businesses. A small specialty shop may be
hesitant to take on the cost of these perks, but without offering benefits, it
becomes more and more difficult to compete for quality employees.

One solution is to offer a two-tiered system, with part-time employ-
ees receiving a lower level of benefits than those working at the store full
time. Many of our part-time employees have full-time jobs elsewhere that
provide them with insurance and other key benefits, or perhaps their
spouse has a family insurance policy. Our full-time staff may not have
many other options if we do not come through with a decent benefits
package.

Insuring Your Employees—and Yourself
It is ultimately in the best interest of employers to have a workforce

that is protected by insurance against life’s catastrophes. Some types of in-
surance to protect your employees, such as workers’ compensation, are
mandated by state law. Workers’ compensation insurance provides disability
coverage and life insurance benefits to employees injured on the job. For-
tunately retailing is not inherently dangerous, so the premiums are not as
high as they would be for, say, construction work. The amount of workers’
compensation is based on the total payroll, and coverage does not include
the store owner in the case of sole proprietorships. In some states workers’
compensation is sold through a government program; in others it may be
obtained through your insurance agent.

Most state governments collect unemployment insurance to fund pay-
ments to workers who are laid off. The cost is based on your total payroll
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and the long-term record of how many of your past employees have col-
lected from the business’s unemployment fund. We learned—again, the
hard way—that the rules governing this program are complex. We lost
over $5,000 from our fund by not having our lawyer help us read a form
about an employee who had collected unemployment from her former
full-time employer, while she worked only the legally permitted five
hours a week for us. (Next time I will seek legal assistance even if I think I
understand the situation.)

Health Insurance Options
Having seen our health insurance costs rise astronomically in the

past ten years, it is easy to understand the reluctance of many retailers to
offer this coverage. But by the same token, it is the lack of benefits
like health insurance that makes retailing an unattractive field for some
top-quality candidates. It is also a dilemma for a caring business owner to
see an employee suffer through a serious illness without adequate health
care coverage.

There are many choices of health care programs available today, and
most shops should be able to offer to provide at least partial coverage to its
full-time employees. If your store is too small for a group policy, consider
purchasing insurance through a local or national association, or getting to-
gether with other businesses to create your own group. The chamber of
commerce in your area might also be able to help.

We belong to a health maintenance organization, which encourages
our staff to get regular checkups and routine care, since there is only a
nominal charge for these services. Our company policy is to pay 100 per-
cent of the health insurance for those who work thirty-five or more hours
a week and 25 percent of the cost for those who work twenty to thirty
hours. We have co-pay prescription coverage, which requires the individ-
ual to pay only a small portion of each prescription. We do not, however,
offer dental insurance because the cost is beyond our reach.

Disability and Life Insurance
Disability insurance for staff members is sometimes overlooked by

new entrepreneurs, but statistics show that a disabling illness or injury is
more likely to occur than an untimely death. Policies with a relatively long
waiting period before benefits are paid are less expensive than those that
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begin at thirty or sixty days, but it is important to look for a policy that will
continue to pay benefits until retirement age or death.

Life insurance may not be a very attractive benefit in the eyes of
young employees, but it is not expensive to provide a small amount of
coverage, such as the equivalent of a year’s salary. We provide disability
and life insurance for all our full-time employees. Term life insurance can
be purchased as part of a package of employee insurance benefits or as a
separate policy.

When selecting disability and life insurance for your staff, don’t for-
get to check about extra coverage for yourself. If you are unable to work or
if you die, the effect on the business and your family could be catastrophic.
Providing an adequate amount of insurance can cushion the blow. You
might also consider key person or key executive insurance, which specifically
protects the business, as the beneficiary, against loss in the event of your
disability or death. This insurance is especially important if you are in part-
nership with your husband or wife, since your spouse might be unable to
function efficiently for some time if you were to pass away or suffer a seri-
ous illness or injury. The premiums for this insurance are not deductible as
a business expense; however, if benefits are ever paid, they are tax free.
Business loans often require a certain amount of this type of insurance in
order to protect the interests of the lender. This type of insurance is also
available on important employees in your organization, such as branch
managers. Businesses with one or more partners may wish to take out part-
ner life insurance, which would provide the funds to buy out a deceased
partner’s share of the store without having to close or sell the business.

Retirement Plans
As the owner of a store, you need to save for your own retirement. At

the same time, you have the opportunity to contribute toward retirement
funds for your employees or to offer them a retirement plan into which
they can put money from their salaries. Government regulations regarding
retirement savings allow certain tax exemptions for plans that do not favor
the employer at the expense of the employees. A number of different types
of plans are available, including Keogh, or corporate, plans; the 401(k); and
a version of the individual retirement account (IRA) called the simplified
employee pension plan (SEP). You may wish to set up a profit-sharing
plan in which a percentage of the store’s profits, in good years, goes into a
Keogh plan.
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Employees often must wait a number of years to be fully qualified to
receive their part of a retirement account. This policy, vesting, is used to en-
courage job loyalty. Funds not fully vested when an employee leaves re-
vert back into the accounts of those still part of the plan. A short vesting
schedule is more generous than a long one, and there are federal regula-
tions regarding how long it may take for an employee to become fully
vested.

The 401(k) plan allows employees to contribute their own funds to-
ward retirement by means of salary deferral. This money is not subject to
income taxes, but social security tax must still be paid on it. Employees who
are not covered by any pension plan at work may make tax-deductible con-
tributions into individual IRA accounts. If you do not provide a pension
plan, you should also be making contributions into an IRA of your own
each year.

Be sure to check with your tax adviser or certified public accountant
(CPA) for the latest information about retirement plan regulations. When-
ever the rules for these plans change, or you change your mind about your
plan, administrative fees may be required in order to keep the business in
compliance. Look for a plan you are sure you can afford and one that will
appeal to your staff.

Discounts and Courtesy Cards
We offer our employees all merchandise at 10 percent above whole-

sale. This is our most popular perk, and, of course, it really doesn’t cost us
anything. We do many special orders for our staff members. Occasionally
one of our farsighted cookware or gadget suppliers will even offer a spe-
cial discount to store employees, realizing that a salesperson who owns
and uses an item can sell it more effectively. During the holidays, staff
members are allowed to order any books they want through the large dis-
tributor that supplies many of our cookbooks.

We used to extend the staff discount to employee spouses, but not
everyone on our staff is married, so we came up with a popular and fair al-
ternative: the courtesy card. Each staff member is allowed to assign two an-
nual 20 percent off courtesy cards to a spouse or the friends or relatives of
their choice. There are certain exceptions to the discount, and these are
listed on the back of the card. A copy of our card is shown in Figure 6.5. We
print the cards on the store computer, using card stock with a design on it
to prevent duplication, and assign each card an authorization number. If an
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employee leaves the store before the end of the calendar year, the card is in-
validated.

Goal Setting and Bonuses
One way to get the staff more interested in the sales and even profit

figures is to involve them in setting goals for the business. When there are
real rewards associated with reaching these goals, the staff has a natural
motivation to work toward them. Bonus program goals should be an-
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Figure 6.5 Sample employee courtesy discount card.

Please note: This card
is non-Transferable.

Exclusions: The 20% discount is not valid 
on clearance items. It may not be used in 
combination with other coupons or
discounts. Please note that there is an 
extra charge for gift boxes and wrapping.

STORE NAME
Employee Courtesy

20% off Discount Card
issued to __________________________
from ______________________________
Valid until December 31, 2010, or the
employee's last day of employ, if earlier.
Please present card before checking out.
See reverse side for details, Code ______

Front

Back



nounced with fanfare, followed in weekly or monthly progress meetings,
and celebrated when met.

We pay our entire staff, including employees such as the stock per-
son and bookkeepers, a quarterly sales bonus representing 10 percent of
any increase in sales for that quarter over the same quarter the previous
year. This bonus is divided among staff members (Dean and I do not par-
ticipate) based on their percentage of the total payroll during the quarter.
Other stores share a percentage of profits with their employees at the end
of each year or reward their employees with stock. These methods all help
give employees a vested interest in the success of the store.

It is important that the time period being measured is short enough
to keep staff interested, which is why we do a bonus quarterly instead of
annually. We have a calendar showing the “ figures to beat” for each day:
the sales figures from the same day a year ago. We adjust for the day of the
week before setting up these charts each year, so that the sales on Sunday,
April 1, are not being compared to last year’s sales on Monday, April 1, just
because the date is the same.

In addition to measuring sales, you can set other goals, such as tar-
geting two and a half inventory turns per year in certain departments, a
certain percentage of gross profit margin on all sales, or an increase in cus-
tomer traffic or the average transaction. Always target something that can
be measured, and set goals that have a good chance of being met.

OPEN-BOOK MANAGEMENT

We have been using open-book management for years without knowing the
name for it. With the exception of confidential personnel information, all
the store’s financial data is available to staff members. In The Great Game of
Business (New York: Currency Doubleday, 1992), Jack Stack maintains that
“the more people know about a company, the better that company will
perform. This is an iron-clad rule. You will always be more successful in
business by sharing information with the people you work with than by
keeping them in the dark.” In a retail store, it is a good idea to teach all
staff members how the income generated by sales is spent and how the
cost of goods sold affects the net profit. Most employees aren’t aware of
the overhead costs in running a store and don’t realize that most of the
store’s profits go to taxes and to fuel growth. They also need to know how
their work fits into the big picture and how important their efforts are to
the store’s success.
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We find it especially useful to share sales figures, broken down by
merchandise category, with our staff. Those in charge of a department are
eager to see how their area is performing, even though their compensation
is not tied to these sales figures. We periodically review the additional
data on the income statement and balance sheet with the store’s manage-
ment team, which is made up of our personnel, advertising, and opera-
tions managers. We pay special attention to the payroll and advertising
budgets, as well as sales figures and inventory turns. In a small shop, these
are the main variables that we can try to adjust, since expenses such as rent
and utilities do not fluctuate much. Although we do not focus a lot of at-
tention on statistics, we do know a healthy bottom line is important to the
future of our business.

EMPLOYEE EVALUATIONS

Employees and managers should be in continuous communication about
issues of common concern, but a private annual evaluation makes sure
that every employee gets an equal opportunity to be heard. An annual pri-
vate conference provides each employee a chance to bring up job-related
concerns and to discuss future plans. There is real value in having this spe-
cial opportunity to listen to an employee, and by holding these confer-
ences in a safe and quiet setting, we show each staff member how much
we value his or her input. We try to use the occasion to praise the em-
ployee for past accomplishments. If there is room for improvement, we list
specific items under “future goals.” At the next annual evaluation, or
sometimes a follow-up meeting a few weeks after the first one, we check
to see if progress is being made toward these goals.

We encourage employees to bring up their own issues to work on,
such as needing to broaden their knowledge of the electric appliances we
carry. This is the method our elementary schools use to get students ex-
cited about working toward goals they are interested in.

When salary increases are tied to the annual evaluation, the money
issue becomes the primary focus of the conference. An employee not re-
ceiving a raise may wonder why and may doubt the sincerity of any praise
of his or her work. Ideally, salary increases should be given at other times
of the year, such as when additional responsibilities are taken on.

We use a simple evaluation form that is filled in during the confer-
ence, signed by the employee, and kept in the employee’s file. A copy of
this form is shown in Figure 6.6.
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Figure 6.6 Sample employee evaluation form.

Confidentiality
All employee evaluations, and most conferences, should take place

in a private setting free of interruptions. Arrange the chairs so that every-
one is face to face, without a big desk in between creating a physical and
psychological barrier. If several people are participating in the discussion,
arrange the chairs in a circle or oval, perhaps around a table. Everyone,
management and staff, should be on equal footing. Encourage open



discussion by promising that all matters discussed privately will be kept
confidential, if that is the wish of those involved.

One of the most difficult challenges facing an employer using a de-
mocratic style of management is keeping confidences. When openness is
the norm, it is painful not to be able to explain to other staff members that
one of their colleagues is feeling particularly emotional because of a per-
sonal problem or to know that someone is leaving soon without being able
to mention it. But part of employer-employee trust is promising that when
something is said in confidence, it will not be repeated. Thankfully, no one
has ever asked that my husband, Dean, and I not talk to each other about
staff concerns, so we always have someone to discuss an issue with with-
out violating confidentiality.

Employee records should be kept in a locked cabinet that can be ac-
cessed only by those entrusted with a key. Of course, an employee has the
right to see everything in his or her own file at any time, but there is no
reason for employees to see each other’s records. We ask that employees
keep their rate of pay confidential; nevertheless, everyone seems to know
what everyone else makes.

Although we ask employees to keep the store’s financial information
confidential, we are realistic enough to realize that everyone talks about
their work at home. We have never had anything that we were trying to
hide from the outside world, so fortunately it has not been detrimental to
have our store’s operations be somewhat publicly known.

Correcting Performance Problems
Stores should have clear performance standards, spelled out in the

employee handbook, and should hold all employees to these standards
equally. When an employee doesn’t live up to the store’s standards, a dis-
cussion of the problem and any consequences that follow a poor perfor-
mance should take place right away. I usually make it a policy to overlook
any performance problem if it occurs only once, but if the error is repeated,
a conference is called for.

It is never pleasant to criticize an employee’s behavior. Discussions
of problems should be held in private—never in front of customers or other
employees. Cushion your criticism with encouragement and praise of the
employee’s strengths (this is sometimes called the Oreo approach—begin-
ning and ending with positive points, with the problem sandwiched in the
middle). Criticize the act, not the person. Make it clear that you are inter-
ested in helping the employee correct the problem, not in being punitive.
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Set written goals for better performance, and arrange for a follow-up meet-
ing to see if these goals are being met. If an employee does not seem able
to correct a problem, perhaps a different job function would allow the per-
son greater success. A staff member who is not good at waiting on cus-
tomers, for instance, might excel at stock work.

Document any discussion with an employee about a performance
problem, and list the goals and dates for follow-up. A sample form for an
employee’s agreement to make a job performance improvement is given in
Figure 6.7. Written documentation not only shows the employee that the
situation is being taken seriously but may also be necessary proof that you
warned the employee of a problem before dismissing him or her. Progres-
sive discipline is intended to ward off the necessity of firing an employee,
but sometimes this action is inevitable.

THE LEGALITIES OF FIRING

Eventually you will probably face the unpleasant act of firing a staff mem-
ber. We have learned the hard way that the laws offering employees pro-
tection against wrongful discharge are complex and can easily be used to
bring a lawsuit against the former employer. No business can afford to fire
someone without knowing the legalities involved, preferably far in ad-
vance of ever having to terminate someone. Check with your lawyer and
other advisers for recommended sources of information, such as the local
Small Business Development Center.

Problems should ideally be brought to an employee’s attention, in
verbal and written form, long before firing is considered. If an employee is
chronically late, for example, have a private conference with the person
and have him or her sign a dated document spelling out the consequences
for continued tardiness. Keep a copy of the warning in their personnel
file, and follow up on the deadlines set for improved behavior. Firing
should be considered only after two or more written warnings. This pro-
gressive discipline can help prevent accusations of wrongful dismissal.

Some offenses nevertheless warrant immediate firing, and these
should be spelled out in your employee handbook. Verbal or physical
abuse, theft, drug abuse, insubordination, and embezzlement are auto-
matic causes for firing in most businesses.

Firing should always be done in private, with a witness present if
you suspect that the employee may pursue legal action. Have all the nec-
essary papers prepared ahead of time, including the final paycheck, and
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Figure 6.7 Job performance improvement agreement. One copy of this form goes
to the employee, and one is kept in the employee’s personnel file. The file copy
may be destroyed after one year at the employee’s request if no further job perfor-
mance improvement agreements have been signed.

Employee: __________________ Date:________________

Manager: __________________

Situation: ________________________________________

_________________________________________________

Reason this is a problem: ___________________________

_________________________________________________

Desired improvements: _____________________________

_________________________________________________

Consequences if improvement is not made by __________

will be ___________________________________________

Timing for follow-up meeting: ________________________

Agreed to by: _____________________
(signature)

Please keep this and all personnel matters confidential

Agreement for
Job Performance Improvement



details about severance pay, unused employee benefits, unemployment
compensation information, and any optional continuation of insurance
coverage. Ask where the employee would like W-2 payroll tax information
sent and what information should be provided to future employers asking
for a reference. Collect the employee’s keys to the store, and make sure the
person has all his or her personal possessions. Escort the employee out of
the store without going past customers and other employees if at all pos-
sible. If you have an alarm system code, it is wise to have a policy that the
code is changed whenever anyone is fired, no matter what the circum-
stances. You might also plan to have the locks changed.

Expect tears, rage, or defensiveness when you dismiss someone.
Even when the firing is humanely handled, the employee will feel rejected
and unhappy. The lawsuit a former employee files after being fired may be
motivated in part by anger at the wrong they feel they have suffered. A
lawsuit may also be the result of greed; it is often less expensive for you as
an employer to settle out of court than to defend yourself against a dis-
gruntled former employee, even if you know you would eventually win
the case.

Despite the unpleasantness of firing, do not put it off once you real-
ize dismissal is necessary. The unsatisfactory employee may be a drain on
the staff’s morale, and the situation will undoubtedly weigh on your mind
until you take action. If you have to fire someone for the good of the store
and the rest of your staff, do it as soon as possible.

You should realize, however, that a sudden dismissal may be very
upsetting to the rest of the staff. Staff members may be in touch with the
former employee, hearing his or her side of the story. For reasons of con-
fidentiality, you may not discuss the reasons for the dismissal, which frus-
trates employees who are used to open communication. It is important to
reassure the rest of the staff that their jobs are not in danger. Spending
extra time on the sales floor may help to reestablish a feeling of trust and
teamwork. In time, things will return to an even keel. Helping to hire and
train a replacement employee can focus the staff’s attention on the future
instead of the past.

Employee Layoffs
Occasionally a retail store will need to lay off employees because of

a decline in sales or profits. These layoffs may be temporary, or they may
actually be permanent terminations. Make it clear to the individuals in-
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volved that the action has nothing to do with their job performance. Be re-
alistic about whether you might be able to hire them back again if the
store’s situation improves, and offer to write letters of recommendation for
each employee.

State unemployment compensation is often available to employees
who are laid off. Before taking action, find out what benefits your em-
ployees might be eligible for. This information may help soften the blow
when you inform them of the layoff.

THE EXIT INTERVIEW

Employees who leave for reasons other than termination should meet with
the personnel manager or owner one last time for an exit interview. The
employee can turn in keys or other store possessions and fill in a form giv-
ing information such as where the last paycheck should be sent. This is also
an opportunity to ask the employee for suggestions regarding the store’s
staff training and management. Although it may be painful to ask an em-
ployee why he or she is leaving, the answers can lead to improvements that
will increase the job satisfaction of the remaining staff members.

CREATING TEAM SPIRIT

Establishing a sense of community is key to creating a workplace that is
enjoyable to employees and welcoming to customers. Sometimes a group
of people develop this camaraderie naturally, especially if united by simi-
lar interests and backgrounds. But many stores, including ours, have a
very diverse workforce: our employees represent a fifty-year age span and
very different lifestyles. We present opportunities for staff members to get
to know each other at parties, on our annual picnic and play outing to a
local outdoor classical theater, and during the social part of staff meetings.
We set up smaller teams to work on special projects, such as spring clean-
ing. We encourage employees to do favors for each other, such as watch-
ing over a department while someone is gone or filling a “sub shift” on the
schedule.

Part of establishing a team spirit is avoiding a gap between manage-
ment and hourly staff. All managers should spend some of their time on
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the sales floor, waiting on customers and working with the sales staff.
Managers’ offices should not have closed doors. Dean and I don’t have an
office or even a desk. We meet with sales reps and do paperwork at the
customer service table in the upstairs sales area or at any free spot in the
bookkeeping office, which doubles as the store’s gift wrap area. We try to
be accessible to customers and to staff, and ask that the members of our
management team do the same.

Employees want to feel a sense of pride in their workplace. Involving
the staff in celebrating the store’s successes is important. Be sure staff
members know about charity donations the store is making and encourage
employees to participate in fund-raising projects for nonprofit organiza-
tions. Instill a sense of belonging by providing the staff with T-shirts, jack-
ets, or caps with the store name and logo. And most important, work with
the staff team to create a successful business of which you can all be proud.

Staff Communications
We issue an in-store newsletter with the biweekly paychecks, cover-

ing important topics such as new arrivals, recently hired employees, and
any proposed changes in scheduling or policy. Day-to-day communica-
tion is done in person whenever possible, but otherwise is handled by
notes left on two bulletin boards: one for general announcements, such as
ads we are running, and one for staff messages. We also post a daily
“who’s where” schedule listing the stations we want each sales associate
to cover during the day, rotating the staff through the upstairs and the two
downstairs sales counters to give everyone a little variety in their day.
This schedule also allows us to pair an experienced employee with a less
experienced one, and even on occasion to keep two employees apart who
are not getting along.

At periodic staff meetings, important for staff morale, we always have
refreshments and often give out door prizes or staff recognitions. At some
meetings we brainstorm ideas for in-store and window displays, at others
we discuss the season just past and how we can improve it next year. The
agenda is kept informal so that the staff can bring up issues of concern to
them. We arrange the seating in a circle if possible, and make sure that the
sales staff and management team members do not divide into separate
groups. All ideas are given careful consideration, and we try to act on as
many staff suggestions as possible. Employees need to feel that they have
a voice in their workplace and that their work is more than just a job.
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Keeping It Light
According to Paul Hawken, founder of the Smith and Hawken gar-

den stores and author of Growing a Business (New York: Simon & Schuster,
1988), “If you aren’t having some fun, you might wonder just what you are
doing in your business life. Laughter and good humor are the canaries in
the mine of commerce. If employees, customers, and vendors don’t laugh
and have a good time at your company, something is wrong.” Retailing
should be fun, exciting, and interesting—at least some of the time. If things
are getting too serious, set up a product trivia contest with real prizes, sug-
gest a betting pool on some silly topic such as the next day’s weather, or
surprise your staff with a treat. Be sure your staff newsletter occasionally
has some humor and personal interest stories in addition to the usual an-
nouncements.

Lillian Vernon, founder of the mail order catalog by that name, once
said that if one of her female employees was having a bad day, she’d tell
her to take a couple of hours off and get her hair done. Today that would
not be a politically correct suggestion, but the sentiment is still valid. Em-
ployees are first and foremost people, and they need to feel the business
cares about their joys and sorrows. Celebrate birthdays and other special
events in the lives of your employees, and when things go wrong, send
flowers or a note to let them know you are thinking of them.

For many employees, their fellow staff members form the community
with whom they spend the majority of their time. Stories and photographs
from past years are the group’s family history and are important to pre-
serve and share. We reminisce about former staff members, memorable
customers, and other anecdotes that show we have a common history. We
keep photo albums of all our past parties and window displays, and a box
full of clippings and other memorabilia. We want employees to feel that
they belong to a corporate community with both a past and a future.

On the wall of our bookkeeping office is a family tree, shaped (natu-
rally) like an orange tree. All staff members, from the earliest day of Or-
ange Tree Imports to the present, are listed on the tree. For our fifteenth,
twentieth, and twenty-fifth anniversaries, we hosted staff reunions, with
our “family tree,” photo albums, and letters from former employees
around the world displayed for everyone to enjoy. We’ve had about 150
employees over the years, and I’m pleased to say we’ve kept in touch with
almost all of them. I guess Linda was right when she said that the staff is
the main reason for the store’s success. We certainly couldn’t have gotten
where we are today without all 150 of our past and present employees.
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7

CUSTOMER-FRIENDLY
POLICIES AND SERVICES

Exceptional customer service is one of the areas in which a specialty shop
should be able to outperform all of its competitors. Customer service be-
gins with the basics: greeting each customer, being available to offer assis-
tance, ringing up a purchase promptly and correctly, and saying “thank
you” when the transaction is completed. Yet how many times have we all
experienced a lack of even these basics? We have been ignored by sales-
people who talk on the telephone to their friends, waited in endless lines
in stores with twelve checkout lanes but only two in use, and tried to get
assistance in shops where staff members are vacuuming though closing
time is still half an hour away. A store owner or manager who really cares
about customer service would never permit these behaviors.

This emphasis on good customer service comes at a time when it is
harder than ever to attract employees eager to serve. Putting someone
else’s needs before your own doesn’t seem to come naturally to many
employees; perhaps it is no longer part of our culture. It must be dem-
onstrated by example, taught in training programs, and reinforced by
recognition and rewards.
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Fortunately, a shop with a reputation for fine customer service has a
better chance of getting applicants interested in providing service, espe-
cially if it is willing to pay more than the going rate for its staff. Disney has
shown how successfully customer service can become a part of a com-
pany’s corporate culture. Cheerfulness and helpfulness are the norms at
Disneyland and Disney World, which means that Disney undoubtedly at-
tracts more than the average number of applicants comfortable with that
expectation.

In It’s Not My Department (New York: The Berkley Publishing Group,
2002), Peter Glen’s diatribe against poor service, he points out that “when
customers have an adequate experience, they’re satisfied, and they usually
forget it. But people remember bad service forever. They form their opin-
ion of entire companies or careers based on their worst customer experi-
ence. They remember every name and detail and they love to tell you how
they suffered. . . . The simplest secret of selling and serving customers is:
Find out what they want, and how they want it, and give it to ‘em, just that
way. Talk to customers about the thing they are most interested in: them-
selves. And that means it will be different with each customer. There is no
one right way to approach the customer: there are as many different ways
as the number of people who ever stand before you.” Listening to what the
customer really wants is essential.

Part of the training of any staff who will come in contact with cus-
tomers—and this may not be limited to sales personnel—is the impor-
tance of placing customers’ needs first. All employees should know that
they are to put aside whatever they are doing when a customer ap-
proaches. Shoppers should never have to wait while employees chat or
unpack merchandise. Employees should greet customers as they enter the
store and offer assistance when appropriate. They should always try to
find an answer to a customer’s question, even if it requires calling a com-
peting store. And a customer asking for a certain product should be shown
where it is located, not just pointed in the right direction.

You need to decide if you want your employees to be salespeople
who wait on customers or clerks who mostly just ring up sales. Since self-
service is the norm in most stores today, be clear about your expectations.
Salespeople need to be trained to give customer service that is attentive
but not overbearing. There is a fine line between being available to help
and ruining a customer’s shopping experience by hovering excessively.

188 Customer-Friendly Policies and Services



When approaching a shopper to offer sales assistance, employees
need to remember that the question “May I help you?” almost always re-
ceives the reply “No, just looking.” Encourage staff members to begin a
conversation with a customer by making a positive comment on some
general topic or about the merchandise he or she is examining. Once a con-
versation has been initiated, it is easier to find out what the customer is
shopping for and to point out the positive points of any products the cus-
tomer is considering buying. Sometimes customers need assistance in
making a purchasing decision. Employees should be taught that reinforc-
ing the fact that the customer is making a good choice or offering to go get
the item in a box can help close the sale.

When ringing up a sale, the sales assistant might ask the customer,
“Did you find everything you were looking for today?” or suggest an add-
on item, such as film to go with a new camera. Some stores have contests
to see which employees can sell the most add-on items at the time of pur-
chase—which is fine if the additional items are products the customers re-
ally need and want.

MOTIVATING EMPLOYEES TO PROVIDE 
GOOD CUSTOMER SERVICE

Merchants everywhere try to motivate employees to give the kind of cus-
tomer service that will win repeat business. Even in little Banffshire, Scot-
land, the government sponsors classes in “customer care,” in the hope that
more tourist income will result from sales clerks’ smiling and speaking
more slowly for foreign visitors.

There are four basic components to having employees who provide
exceptional service: hiring people with a positive attitude; training them
thoroughly so that they know all about the store, its merchandise, and its
policies; giving them the authority to do what is necessary to make the
customer happy; and rewarding them when they do well. Training and re-
warding need to be ongoing processes, because people don’t usually stay
motivated on their own. As Carl Sewell says in Customers for Life (New
York: Pocket Books, 1998), “Even when people know what they are sup-
posed to do, sometimes they forget. That’s why they hold church every
Sunday.”
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Continuing Staff Training and Communication
New employees are usually given training in procedures and mer-

chandise. They should also receive training in customer service standards.
Do you want your employees to offer assistance after greeting the cus-
tomer? To answer the telephone by the fourth ring? Clearly communicat-
ing your expectations can help employees live up to them.

It is unrealistic, however, to expect anyone to memorize every aspect
of product knowledge, store procedures, and customer service in the first
few weeks of employment, and of course a good specialty shop is con-
stantly changing. Staff education must be an ongoing process if employees
are always going to be ready to give exceptional service.

Many shops find it useful to have biweekly or monthly meetings an
hour before the store opens in order to introduce new products, review
upcoming advertising promotions, and discuss any problems with store
procedures. If bagels and fruit are served and the tone of the meeting is in-
formal, these meetings can also serve an important social function of help-
ing to encourage a team spirit. Meetings should always have a topic or
agenda, however, so that staff members feel their time is being well spent.

Because we carry many kitchen items that require some technical
knowledge in order to sell, we often ask sales representatives to give hour-
long staff seminars before the store opens. The reps are usually quite will-
ing to come demonstrate their products, because they stand to benefit as
much as we do from an increase in sales. They even donate door prizes for
us to give away to those who attend, which has the added benefit of
putting products into the hands of staff members who later will be selling
them. Customers love to hear that a sales associate uses a particular item
at home and really likes it.

A biweekly or monthly newsletter can also help keep staff up to date
on new products, upcoming ads, and other store news. Instead of writing
it all yourself, ask those in charge of different parts of the store to submit
a short report. Birthdays, recipes, and other personal news can also be
shared in the newsletter. When we hire a new employee, we include a
short biography in the newsletter so that the entire staff knows a little
about the latest addition to our crew. And when an employee deals with a
difficult customer or accomplishes a goal, we share that news too. Use clip
art (on computer disc or from the Internet) to make your in-store newslet-
ter visually interesting, and distribute it with your staff’s paychecks to be
sure they notice it.
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Everyone concerned with the survival of specialty shops in the era of
discounters and megastores stresses that staff needs product knowledge,
but they rarely mention that staff also needs to know about the other
aspects of the store: what is on display in the windows, what is being ad-
vertised, the plans for new shipments, the store’s procedures for handling
difficult transactions, and so forth. Sizable sales can be lost if an employee
doesn’t know how to change the tape on the cash register or can’t find the
sofa featured in Sunday’s ad.

If you want staff members who act like professionals, you may need
to invest in some professional courses for them. Training in sales tech-
niques, display, business procedures, and even specialized lines of prod-
ucts, such as gemstones, may be available in your community. Consider
paying for tuition for some of these classes for your staff—and yourself.
Although you might not be able to fund an M.B.A., as some big businesses
do, staff members will appreciate any investment you make in them. Be
sure to pay them their hourly salary for the time spent in class.

Trade shows and conventions often offer seminars for free or at a low
cost. Time at a show is always at a premium for those doing buying, so
you might consider taking along a staff member or two to attend some of
the programs. Have them report any exciting new ideas to you and the rest
of your staff.

Subscribe to the trade magazines in your field, and share copies with
interested staff members, or put them in the break room for everyone to
read. Clip out pertinent articles from popular magazines, and place copies
of product catalogs where staff can read them during slower times. The
better informed your staff members are, the better your customer service
will be.

A Warm Welcome
When Wal-Mart started to institutionalize friendliness by stationing a

greeter by their entrance doors, it meant that small shops had to go one step
further in making the customer feel welcome. Creative retailers started of-
fering valet parking, complimentary coffee and cookies, play areas for chil-
dren, and free lectures on everything from canoeing to crafts. In the
process, they learned that customers have so few positive shopping expe-
riences (can you remember the last time you received really exemplary ser-
vice?) that they are appreciative of even the smallest welcoming touches.
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Telephone Manners Matter
To the customer calling by telephone, the person answering is the

store. When someone calls Gloria Jean’s Coffee Bean in LaCrosse, Wiscon-
sin, the first thing the caller hears is, “It’s a glorious day at Gloria Jean’s!
How may I help you?” This cheerful greeting makes a memorable im-
pression. If your staff can’t manage quite that much enthusiasm each time,
they should at least answer promptly, give the name of the store, and ask
if they can be of assistance. Perhaps you’d like them to give their first
name, so that the customer knows to whom they are speaking. If they
must put the customer on hold, it should be done briefly and with sincere
apologies. Be sure your telephone system has a reminder tone so that no
one is left on hold indefinitely. If you decide to use on-hold music, con-
sider music that is appropriate to your shop, such as pleasant, instrumen-
tal Christmas music for a holiday store.

No customer likes to wait while a salesperson talks on the telephone
to someone else. When you have a customer on the telephone and one
standing in front of you, greet whoever came second and explain to them
that you will be with them in just a moment. If it looks as if the call will
take a long time, perhaps you can get someone else to help out or offer to
call the customer on the telephone back in a few minutes.

SETTING STORE POLICIES

There are some services that most stores offer, such as the opportunity for
the customer to pay by check or credit card, and a refund or exchange pol-
icy. Be sure your staff understands your payment and return policies so
they can be applied fairly. All sales and return transactions should be
pleasant for both the customer and the sales staff member. Clear policies
help avoid unnecessary misunderstandings, and employees empowered
to make exceptions to the rules can often turn a difficult encounter into a
positive experience.

Your Store Hours
Surveys show that shoppers no longer prefer Monday through Fri-

day daytime hours for shopping. Evenings and especially weekends are
now prime shopping times, and of course your store may be in competi-
tion with a superstore open twenty-four hours a day. Small retailers can’t
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possibly keep those kinds of hours, and they don’t need to. But ignoring
the importance of being open Sundays and some evenings is usually a
mistake. Ask your customers what hours they prefer to shop, and talk to
owners of other stores in your area to try to standardize open times for the
convenience of everyone’s customers. Add extra hours during your shop’s
busy season.

We list store hours in the white pages in the telephone book, saving
many unnecessary calls. We also mention “added holiday hours.” One
Christmas Eve a person called at 3:00 and was unhappy to learn that we
had already closed. “It says in the phone book you have added holiday
hours,” she sputtered. I tried to explain patiently that we had indeed been
open until 9:00 every weekday evening the whole month, but that on
Christmas Eve we closed at 2:00 so we could enjoy the holiday with our
families. She hung up angrily, only to call back a few minutes later to get
the last word: “I just want you to know that it’s people like you who turned
Mary and Joseph away from the inn!”

Shopping centers usually require standardized hours, and customers
like knowing all the stores in the mall will open and close at the same
time. Nonetheless, some mall store employees anxious to get home begin
closing procedures as long as half an hour before closing time. Open
promptly at the hour promised, and alert your staff to the fact that shop-
pers arriving close to closing time deserve the same courtesy and attention
as those coming in earlier in the day.

Kazoos Are for Keeps: Returns and Exchanges
A return policy may not seem like a positive customer service, but as

trend spotter Faith Popcorn points out in The Popcorn Report (New York:
HarperCollins, 1992), the shopper of today wants “return policies that will
no longer punish us for changing our minds.” Employees also want a re-
turn policy that will reduce the stress of what is known as retailing’s most
unpleasant regular transaction: accepting a return.

Lands’ End offers a return policy that is “Guaranteed. Period.” Nord-
strom, the department store chain renowned for its customer service, is
said to have given a refund on tires, even though it doesn’t sell tires. And
yet some small shops still post unfriendly “No refunds. No returns” signs.
The fact is that no one really wants to give a customer his or her money
back. This is especially true of new businesses that need every dollar they
receive to stay afloat. But Lands’ End and Nordstrom have figured out that
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the increase in sales that comes from a generous return policy outweighs
the cost of occasionally being taken advantage of by an unscrupulous cus-
tomer. The vast majority of people are honest, and they have a valid rea-
son for returning a purchase or a gift.

Some items, however, can’t be returned for hygienic reasons. The
Magic Flute Music Mall lets customers know at the time of purchase that
kazoos, harmonicas, and mouthpieces may not be returned. Stores selling
swimwear, jewelry, and lingerie may also need a policy regarding returns,
and some states have special regulations about this issue.

Writing a Return Policy
In fairness to your customers and your staff, post your return policy,

and be sure it is usually followed. Some states have mandated that stores
have a policy and follow it, although the actual terms are left up to the in-
dividual business. Department and discount stores have led customers to
expect a liberal return policy, so specialty shops need to be at least as ac-
commodating as their competition. Here are a few guidelines to keep in
mind in setting a return policy that is equitable to consumers and the store.

The merchandise should be from your shop. A recent test of return poli-
cies by a consumer vigilante group asked stores to take back a private-
label shirt from another chain. Why should they? What would they then
do with the shirt? Even Nordstrom, famous for taking back tires when
they don’t sell tires, sets limits. (The returned tires had actually been pur-
chased from an Alaskan store, the Northern Commercial Company, which
Nordstrom had recently bought.) You may choose, however, to take back
an item you do carry, even if it was purchased elsewhere.

The purchase should be recent. Many stores set a thirty-day limit on re-
funds and offer exchanges after that time. It is hard to sell items that are
not from current stock.

The refund should be for the amount paid. This may be difficult if the cus-
tomer has no receipt and the item may have been purchased on sale. For
some clearance sales and second-quality merchandise, you may want to
have a no-return policy. If you do, clearly explain it to each customer at the
time of purchase.

Credit card purchases should receive credit card credits or merchandise ex-
change. Since you have paid a service charge to the credit card company,
giving the customer a credit card credit or store merchandise credit is the
only way to recoup that charge.
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Large cash refunds should be paid by check. There may not be enough
money in the till to give out a large amount of cash, especially early in the
day. And occasionally a thief will take an expensive item from the back of
the store, remove the tags and present it at the cash register demanding a
cash refund. By asking for the customer’s name, address, telephone num-
ber, and signature in order to mail the refund check, you will discourage
this practice. It is also useful to take this information from anyone getting
a cash refund from the till if you are troubled by frequent returns. A sam-
ple cash refund form is shown in Figure 7.1.

Decide if you want to wait for the check to clear. If you have a lot of trou-
ble with bounced checks or if the refund is for a large amount, you might
want to wait until the check clears the bank before issuing a cash or check
refund. This policy should not be applied to people you recognize as good
customers, however, because it implies that you don’t trust them.
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Figure 7.1 Sample cash refund form.

Customer Name _________________________________

Address _______________________________________

City and State ___________________________________

Phone (home) ______________ (work) _______________

Signature ______________________________________

Date __________ Salesperon ______________________

Item/s _________________________________________

Merchandise Amount __________ Sales Tax __________

Refund Total _____________

For large cash refunds, a check will be sent
to you by our bookkeeper within a few days.

 ❑ cash or credit card refund given.

 ❑ check to be sent.

 Done by____________Date____________

Print on two-part carbonless carbon paper, one for the customer.

STORE NAME
ADDRESS

PHONE & FAX

CASH REFUND FORM



Decide about the need for a receipt. It is always more convenient for the
store if the customer has a receipt with a return so that you know the date
of purchase, the amount paid, and the method of payment. But it is awk-
ward for someone giving a gift to give the recipient the receipt, so many
returns are without a receipt. Some stores try to avoid this problem by
putting a carefully coded sticker inside the lid of the gift box, referring to
the date and amount of the purchase, but customers often reuse boxes,
much to the embarrassment of anyone who tries to return a gift to the
wrong shop. We avoid this problem by filling in a coded return slip to be
put in the box with the gift. The pretax price of the item is hidden by writ-
ing it backwards, with a number 7 added in front of the reversed price and
a number 9 after it (e.g., $19.95 becomes 759919). A sample of a gift receipt
is shown in Figure 7.2.
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The fairest way to handle returns without a receipt is to offer a store
credit, applicable on an immediate exchange or future purchase. But there
will always be those who are unhappy with this policy, and it is probably
worth avoiding their anger by authorizing staff to make exceptions and
give a refund.

Keep on hand a supply of store credit forms, possibly on two-part
carbonless carbon paper, with one copy for the customer and one for the
store. Ready-made forms can be purchased at an office supply store, but a
custom-made form (like the one shown in Figure 7.3) is more likely to fit
your store’s image.

Always take back defective merchandise. If something you sold is clearly
defective, the first thing you should do is apologize. After all, the cus-
tomer was disappointed in what you sold and has had the inconvenience
of coming back to the store. Then ask what would make the person happy:
a refund, a replacement, or a different item. Make it right, and then apol-
ogize again. You want the customer to come back.

Remove defective merchandise from the checkout area immediately
and attach a form identifying it as defective (see Figure 7.4).
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Post your policy. Signs clearly stating your return policy should be put
where customers can see them. We also keep pads of 3- by 5-inch slips
with our policy on them by the registers so that we can give one to anyone
who asks. Some customers choose to put it in with the gift they are giving.
An example of a return policy is shown in Figure 7.5.
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Figure 7.5 Sample return policy.

STORE NAME
LOGO

RETURN POLICY

• Cash refunds and credit card credits 
will be given within 30 days of purchase, 
when item is accompanied by a cash 
register receipt.  Refunds of over $50 will 
be made by mail,  with a waiting period 
of  seven  working days if the purchase 
was paid for by check.

• Items  that are returned after the 30 -day 
period, or gifts returned without a cash 
register or gift receipt, may be 
exchanged for a store credit that is valid 
for up to 2 years.

• All items being returned must be in 
good condition, and unused.   (This does 
not apply to items that are being returned 
because of a manufacturer’s defect.)

• Clearance sale purchases are final.
Please inspect these bargains carefully 
before buying.



CUSTOMER CONVENIENCE AND COMFORT

Many little touches can make the shopper’s visit to your store more pleas-
ant. I am always pleased when customers comment that coming into
Orange Tree Imports cheers them up, because it means we are providing
a pleasurable shopping experience. We try to think of customers as our
guests and to make their time in the store as relaxing and enjoyable
as possible.

Creature Comforts
At Sewell Village Cadillac in Texas they take pride in the fact that the

floors in their customer rest rooms are washed every hour on the hour.
When was the last time you were in a small store that even allowed cus-
tomers to use the bathroom? A clean, well-lit, and well-stocked bathroom
is a delight and a relief to the shopper who needs one. If you send a cus-
tomer to use the rest room across the street in the gas station or around the
corner in a restaurant, chances are the person won’t return.

There are dozens of excuses for not providing bathrooms for cus-
tomers. Some are legitimate: an older shop without plumbing or a store in
a mall where the rest rooms are in a central location. But many shops have
a bathroom for their employees and choose not to allow customers to use
it because it is in an inconvenient location, or management is afraid thieves
will shoplift items by concealing them while there, or no one wants to
bother cleaning it regularly.

Anyone who has shopped with a small child knows that a conve-
nient bathroom can be the ultimate and most appreciated customer ser-
vice. If you can, make one available to your customers, and make sure it is
clean and attractive, not a storeroom for cleaning supplies. If you sell soap
or potpourri, put some in the rest room, perhaps with a small sign indi-
cating that it is available for purchase. Decorate it with posters or prints
that relate to your store theme. And make sure it is always cleaned (at least
once a day) and well stocked with toilet paper and towels. If you do not
want customers to take merchandise into the rest room, provide a small
shelf or rack near the door for their convenience.

In many areas, stores are required by law to provide a customer rest
room that meets access codes for disabled people. A wide doorway and
grip bar make the rest room easier for all customers to negotiate. And in
designing your rest rooms, don’t forget mothers—and fathers—who may
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need to change a diaper while in your store. If you have room, provide a
safe diaper changing area. Fold-down changing tables are a practical so-
lution used in many small rest rooms.

When we remodeled our store, code regulations required us to in-
stall an e.w.c., which we learned is an electric water cooler. We balked at
the expense at the time, but both our customers and staff have enjoyed
having it. You might consider a bottled water system that allows cus-
tomers to serve themselves a cup of water. After all, Wall Drug in South
Dakota has attracted customers for years with their famous signs across
the West offering “Free Ice Water.”

Spouses and tired shoppers always appreciate a place to sit down. It
is especially important that stores offering services that customers must
wait for, such as prescriptions, repairs, or gift wrapping, provide a com-
fortable seating area. A few current magazines or a television quietly run-
ning an educational or entertaining video can make the waiting time seem
shorter. If customers are likely to have a long wait, be sure to advise them
of this at the start. Some stores use electronic pagers, or beepers, so that
those who are waiting are free to browse around the store while they wait.

If you have the space, offer coffee or hot cider in cooler weather.
Shops selling specialty foods may wish to have regular samplings avail-
able of the foods they sell. And stores that have customers who sit down
to be waited on, such as a florist conferring about wedding flowers, might
plan to offer iced soft drinks or hot tea in china cups to make customers
feel really special.

Keeping Children Content
Shoppers with small children often feel particularly stressed by trying

to get their errands done. They will be grateful if you offer an interesting
play area or have some toys or coloring books that you bring out when a
child needs entertainment. At Mitchells of Westport, a Connecticut shop
selling fine men’s and women’s apparel, the children’s area is staffed by a
babysitter on busy days. In addition to supervising customers’ children, the
sitter helps keep refreshments for adults and children replenished.

My own children suggest that store employees make an effort to greet
the child as well as the adult. I often start a conversation with an adult cus-
tomer by saying something nice to the child or baby. This opener puts the
adult at ease and is a welcome change from talking about the weather.
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Special Customers, Special Needs
Traditional retailing wisdom suggests putting the most commonly

purchased items, such as milk in a supermarket, in the back of the store in
order to encourage shoppers to go past the maximum number of displays
on their way to find it. This advice ignores the fact that the growing mar-
ket of elderly and physically challenged customers need stores to make
shopping as easy as possible.

If you think that this market segment is a small portion of your cus-
tomer base, consider the fact that the 2000 census shows an estimated 54
million Americans to be disabled, and about a third of these shoppers use
a wheelchair or have other types of mobility impairments. “As Americans
age and live longer,” say Larry Paradis of the Oakland-based Disability
Rights Advocates, “the number of people using wheelchairs can only rise.”

“We want to be able to shop like everyone else,” Paradis says. “We
want to be able to shop independently and not have to rely on the in-
creasingly beleaguered sales staff to retrieve merchandise.” Crowded mer-
chandisers, spaced closer than 32 inches apart, and tall vertical displays
make it difficult for those in wheelchairs to browse without assistance.

Look at your store from the perspective of someone who has trouble
getting around:

• Are the aisles wide enough for a wheelchair?
• Is signage large enough to be read by someone with less than per-

fect vision?
• Are there any unnecessary steps up or down?
• Is there a place for someone who needs a rest to sit down?
• Are there baskets or carts for customers to use to carry their pur-

chases?

We are happy to open early for anyone who has difficulty shopping
when the store is crowded. (We’ve also extended this offer to celebrities
who are performing in our area, but so far none of them has taken us up
on it.) We offer telephone shopping service to those who can’t come to 
the store in person, and one of our housebound customers tells us that 
she displays the annual catalog pictures of our family in her living room.
Some stores develop a relationship with nearby nursing homes, taking
sample merchandise and catalogs in once a month and encouraging resi-
dents to place orders by telephone.
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SERVICES BEYOND THE ORDINARY

Services you offer customers can be every bit as creative as your displays
and promotions. Specialty stores that offer services beyond the usual and
expected show an eagerness to please customers that sets them apart from
the crowd. A unique service will also be something customers will talk
about, and that positive word of mouth is worth more than any paid 
advertising.

There is no limit to the types of services your shop can offer if you
use your imagination. Here are a few suggestions:

• Repotting house plants.
• Book signings by visiting authors.
• Hands-on crafts demonstrations.
• Antique appraisals.
• Cleaning and repairs.
• Loaners for customers while an item is being serviced.
• Party planning.
• Cooking classes or food sampling.
• Additional gift with a purchase, such as batteries with a clock.
• Valet parking or validated parking in a nearby facility.
• In-store appearances by artists.
• Free recipe cards.
• Crafts instruction sheets.
• In-home interior design consultation.
• Elegant wrapping of gifts from other stores.
• Complimentary installation or assembly of purchases.
• Telephone hot line for technical problem solving.
• Extended warranties or low-cost service contracts.
• A lending library of instructional books and videos.
• Trade-ins on used items.
• Twenty-four-hour a day telephone order service.
• Personalization or other custom work.
• Birthday and anniversary reminders.
• Same-day alterations.
• Storage of out-of-season items.
• Craft parties for children’s birthdays.
• Office or home sales calls.
• Senior citizen discount day.
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• Price matching with competitive stores.
• Rentals of tools or items for entertaining.
• Coffee or juice bar, possibly run by an outside firm.
• Guided tours led by a specialist from your shop.
• Tourist information.

Be sure to advertise your special services on signs in the store, as well
as in your yellow pages ad and on your Web site. Make your special ser-
vices part of your image advertising in all media, especially if these ser-
vices help distinguish your store from competitors.

For Your Customers’ Convenience
As an added service, some stores serve as a United Parcel Service

(UPS) pickup point for packages brought in ready to send. This conve-
nience brings customers into the store, including some who may not have
been in before. Other services you might consider include having a small
official U.S. postal station in the shop or selling tickets for your state lot-
tery.

Is there anywhere in your area to get copies made? Drop off film to
be developed? Send a fax? Use a pay phone? Buy bus tickets or tokens?
Get money from a cash machine? These conveniences won’t pay the rent,
but if they are in keeping with the nature of your store, they can generate
goodwill and bring in extra customers.

Personal Shoppers
Stores with many repeat customers who enjoy personal attention

should consider offering a personal shopping service. Department stores
such as Nieman Marcus do this with great success. Print business cards for
your salespeople, and encourage them to develop a list of customers who
will work with them each time they come in or call. The salespeople
should maintain records of their customers’ purchases so that they can as-
sist them in wardrobe planning, for instance, or offer reminders of special
occasions requiring gifts. When new merchandise comes in that they feel
will be of interest to their customers, staff members can call, e-mail, or
send a note.

Not everyone appreciates this type of assistance, and not every store
can offer it. Those that do may find a rivalry developing among sales staff
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members, especially if staff compensation is based on a commission. To
avoid competitiveness, some stores have employees take turns being up, or
taking care of the next new customer.

Many shoppers are grateful for service with a personal touch and ap-
preciate being recognized when they shop in a specialty store. Whether the
personal shopper you provide to customers is one special individual or all
the members of your staff, personal shopping assistance will set your store
apart from the masses. Encourage everyone to address customers by name,
starting with whatever level of formality seems best, and make an effort to
remember something about their interests, occupation, likes, and dislikes. 

Employees should also be encouraged to send thank-you notes to
important customers, telling them how much the store appreciates their
business and inviting them to come in again soon. A coupon for a discount
on the next purchase or a small gift could be enclosed. Provide your staff
with attractive note cards with the store name on them, and keep a supply
of cards and stamps near the checkout counter so that employees can fill
them in during the quiet times between customers.

The Corporate Market
According to specialist JoAnne Stone-Geier of Retail Intelligence, the

corporate gift business is a $9 billion market, and growing. “Gift giving is
one of the most advantageous communication skills of the business world.
It creates an image, and sends a message of spirit and goodwill. Motiva-
tion, reward, and appreciation are of even more value today than before,”
according to Stone-Geier. “Gift certificates (or gift cards) are making great
inroads into this category, allowing many specialty stores to enter the mar-
ket easily.”

There is a ready niche in servicing the needs of businesses buying
gifts, imprinted holiday cards, awards, office products, flowers, or spe-
cialty advertising products. A shop that decides to pursue this market ag-
gressively will need to develop a plan, supported by samples, materials,
and sales work in the field or on the telephone. Once a relationship is es-
tablished with a large business, the repeat orders may come easily. A bank,
for instance, will probably call the same gift basket business or florist
every time it needs a baby gift.

There is ample opportunity for the specialty shop that decides to
offer its services to business clients, although the competition is strong.
Start by researching the types of purchases local businesses are making
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and the sources they are using. Membership in a business or service club
would be a good source for leads on corporate accounts. Even if you
choose not to pursue corporate sales actively, you may want to give busi-
nesses a quantity discount if they come to you for a large number of items.

We sell many products that are used in restaurants and attract some
of this professional business by offering a 10 percent discount card to be
used on items for the restaurant. We may someday expand this market by
doing regular mailings, or in-person visits, to the major local restaurants.

Consider using the names of distinguished business customers to
strengthen the store’s image. Corporate and professional clients may be
willing to garner some free publicity by being mentioned on a sign listing
the shop’s exclusive customers. In America, shops can’t claim to be the
“Purveyor to the Queen” as shops in England can, but an upscale produce
store could note that it sells to the finest French restaurant in town.

It’s a Wrap
One advantage to customers in most specialty shops is that the mer-

chandise they purchase will be packaged nicely and possibly even shipped
or delivered. When the items the customer is purchasing are handled re-
spectfully, the customer feels well treated.

Many shops package items by putting them in a bag, possibly
wrapped in tissue. For this type of packaging, the bag and the tissue
should be color coordinated and should have the store’s name on them.
But in most cases, especially if the item is being purchased as a gift, box-
ing and wrapping are services customers expect from a specialty shop. To
paraphrase one gift box company’s ad, if it’s a gift, you’d better have a box
for it.

Having boxes of many sizes and a variety of papers and ribbons re-
quires a great deal of space and expense, but wrapping and boxing are ser-
vices that are a good investment, providing an excellent means of
advertising your store image to both the customer and the gift recipient.
Your store packaging should be in keeping with the image you are creat-
ing for the shop. Remember to order these supplies, especially those that
will be custom imprinted, at least six weeks before the store will open.

If you incorporate your name or logo into the packaging in a subtle
manner, no one will object. Tiffany, for example, has such a prestigious
reputation that customers actually want the store’s name on the outside of
the package, but most of us need to be more subtle. We use tissue paper
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printed with our store name and logo in heavy white ink on thin white tis-
sue. Other stores use an overall repeat of their logo in colors to match the
gift box, or they seal solid color tissue with a sticker with the store name.

The store logo can be hot stamped on the outside of a gift box, espe-
cially attractive when done in a foil ink that matches the ribbon and bow.
However, some customers will not consider a package wrapped if the
store name is on the outside and may even request gift wrap over an
attractive gift box with an elegant metallic or textured finish and no
store logo.

Inexpensive, narrow all-cotton ribbon can be imprinted with the
store name and logo in a wide variety of colors. This ribbon can be curled
and is wonderful to use on gift baskets and small packages. You can make
hanks of this ribbon, mixing imprinted with a matching solid or stripe in
loops, to store as ready-to-use bows, fluffing them up and curling the ends
when you use them.

We also use various colors of 3/4-inch wide poly satin ribbon to
make bows on a special bow machine. These bows can be stored flat and
fluffed up for use, allowing us to keep quite a supply on hand. Other types
of premade bows include the ingenious “pull bows” that store flat and
pop up into full-size bows when two pieces of ribbon are pulled.

At Leonardo, a gift and decorative accessory shop in Copenhagen,
small purchases are treated to a simple but elegant wrap: the item is
wrapped in a bit of tissue and placed in a pretty floral gift bag, which is
folded over at the top and sealed with a store sticker and a swirl of curled
gold ribbon. We keep a supply of little bags in a colorful children’s design
to give to children for their stickers or other small treasures.

Some shops use a gift bag tote for wrap, filling it with tissue and
tying ribbons to the handles. For a particularly memorable presentation,
helium-filled balloons can be added. A special device allows you to insert
small objects, including dollar bills and lottery tickets, in the balloons be-
fore they are inflated.

Many shops offer to put together a gift basket for customers or have
premade baskets for sale. Baskets (or other containers) can be enclosed in
bright cellophane or wrapped in special film that will shrink when heated
with a hair dryer or special heat gun. The companies that sell these sup-
plies can often give valuable suggestions for making eye-catching baskets.
If you offer to customize baskets for your customers, allow a day’s lead
time so you can make the gift look just right, even if the shop is busy with
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customers. The cost of wrapping materials and staff time should be built
into the price of the gift basket.

How do you select gift boxes for your store? There are inexpensive,
lightweight white boxes available, although they may not be strong
enough to hold heavy items securely. If you offer gift wrapping, customers
almost always want these plain white boxes wrapped in paper. A more el-
egant colored or earth-toned gift box, on the other hand, looks wonderful
with a fancy ribbon and bow, saving time, money, and natural resources.

The cost of boxing and wrapping can be charged to the customer or
included in the store’s markup. Consider taking a little extra margin on
items likely to be wrapped and offering gift wrapping as a complimen-
tary service. As an alternative, you might offer free wrapping on pur-
chases above a certain minimum, such as $5.00. A box, bow, and wrap can
easily cost more than $1.00, so it can be prohibitive to wrap every small
item at no charge.

If you offer wrapping, make it as attractive as possible within your
budget, and offer a choice of papers for different occasions. If you want to
offer extra touches, such as a little ornament tied into the bow of a Christ-
mas package, you might make this deluxe wrap available at a slight extra
charge. Wrapping can be a wonderful creative outlet, as Nieman Marcus
has found. It employs a number of full-time gift package designers, and
customers look forward to the gift wrap as much as the gift.

Getting the Goods Out
Some specialty shops, such as florists, are expected to make local de-

liveries, often the same day the purchase is made. If you are one of these,
having your own vehicles and delivery staff is essential for prompt service.
A delivery vehicle presents another opportunity to advertise your shop, so
be sure that your truck or van is attractive, clean, and well marked with the
store name, tag line, logo, and address. Staff members making deliveries
will be representing your store and should be as polite and neatly dressed
as anyone in the shop. For special occasions such as Valentine’s Day, you
might want to hire actors or singers to make deliveries in costume or ac-
companied by a special song. Your regular staff members might not mind
dressing up as an Easter bunny to do a delivery, but don’t count on it!

When delivering gifts, don’t miss out on the opportunity to let the re-
cipient of the delivery know about your business. Be sure there is a card or
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sticker on the item with your store name, address, and telephone number.
You might even follow up with a call, asking if the gift was received in
good condition and saying you hope the recipient enjoys it.

When you promise a delivery at a certain time, it is good service to
call the customer if you will be late. No one likes to sit at home waiting for
an overdue delivery. Equipping delivery drivers with cell phones allows
delivery people to keep in touch with the store and the customer. For the
added convenience of your customers, consider offering evening or week-
end delivery.

Delivery service is essential if you are selling corporate gifts or bulky
items such as furniture. If you do not have your own delivery vehicle, a
local courier or taxi service may be able to help you on a per-delivery
basis. You might also consider cooperating with a noncompeting store
that has its own vehicles and would like to make fuller use of them.

Many shops offer to ship a customer’s purchases via a parcel service.
For a small charge, UPS will make daily stops at your store to see if there
are any packages to go out. The customer usually pays the UPS charge and
perhaps a small packing fee. The store needs to have an area set up with
packaging materials, such as bubble pack or Styrofoam “peanuts” to wrap
the purchases. You will also need a system for tracking these shipments in
case of problems.

When a customer orders an item to be sent to someone else, a
thoughtful touch is to send a thank-you note to the person making the pur-
chase stating the date the package was shipped. If the order was placed by
mail, on the Internet, or by telephone rather than in person, enclose the
credit card receipt as well. Figures 7.6 and 7.7 provide samples of a ship-
ping form and a customer thank-you note you can adapt for your shop.

Wedding and Gift Registries
The tradition of bridal registry began with the bride and her mother se-

lecting a china and silver pattern, but today both the bride and groom put to-
gether their wish list for wedding gifts—and that list is by no means limited
to dinnerware. We’ve had couples register for fancy soaps and Christmas or-
naments as well. People even register for occasions other than marriage, al-
though showers and weddings are still the main reasons for using a gift
registry. Many stores, even the big box discounters, now offer the service. In
order to stand out, a specialty shop must offer something special.
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Figure 7.6 Sample shipping form.



Whether you use a computer (particularly practical for shops with
multiple locations) or a manual system, the key to gift registry is to make
it as easy as possible for the person registering and for the person selecting
a gift. We have a preprinted form listing lots of suggestions by category,
following the layout of the store (more or less). After an introductory chat,
the couple is given a clipboard and pen and encouraged to select as many
items as they want. The more the merrier, in fact, because guests want a
variety of merchandise and prices to choose from.

Other stores have a wedding consultant walk through the shop with
the couple and make note of their selections. Traditionally, the consultant
would offer advice to the bride and create a table setting showing how the
bride’s choice of china, crystal, and silver would look together. The table
setting would then be displayed in the store together with the engage-
ment picture of the happy couple. In lieu of this, some other listing is
needed to show who is registered and the wedding date. We use a fabric
wall sign holding an elegantly printed card for each registry.
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This form should be signed by the person packing the order.
For mail, Internet, and phone orders, enclose the customer's receipt.



After a couple has registered, we give them a small thank-you gift
(usually a picture frame or guest book) and follow up with a note that in-
cludes a few preprinted cards indicating that the couple is registered at
our shop. These cards may be sent directly to the engaged couple or to the
bride’s mother.

When a guest comes in to select a gift, we pull out the registry and go
through the list of items the couple has selected, offering to show some of
the items in the person’s price range. At most chain stores, guests can go
to a self-service computer terminal and read through a wedding registry,
printing out any information they need. This computerized information is
updated instantly whenever a purchase is made, and is available across
the country. You may not have this level of technical sophistication in your
shop, but you can easily spread the word about your wedding registry by
listing it on your Web site. The amount of time you wish to devote to this
will determine whether you want to post the entire “wish list” on the Web,
updating it as purchases are made, or give an abbreviated summary of the
couple’s preferences, with the promise to provide specific gift suggestions
upon request. Posting the wedding registry on-line allows you to reach the
couple’s far-flung family and friends.

We offer to gift wrap every wedding gift purchase and then mark it
off as sold on the registry. We also indicate the date of purchase and the
initials of the person who bought it in case the gift enclosure is lost.

Registries are no longer limited to wedding couples, of course. Many
children’s stores offer baby shower registries, and others encourage chil-
dren to register their birthday gift wishes. We tried a general gift registry
at Christmas one year, providing customers with a handmade Christmas
tree magnet that said, “Santa, I’ve been very good. To find out what I’d

Shop of the Gulls, a resort gift and apparel store in Charlevoix-the-
Beautiful, Michigan, will do anything it can for its wedding registry
couples. When one of its registered brides ran short of housing for her
guests, owner Jeannine Wallace put up their out-of-town priest in her
guest room.
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like for Christmas, stop at Orange Tree Imports.” But most of our cus-
tomers seemed reluctant to write down what they hoped to receive. A gift
registry certainly would help us be of service to the harried husbands who
come in and ask us if we have any idea what their wives might like for
Christmas.

Gift Certificates
Even with a gift registry, some people can’t quite decide what to

give, or want to let the recipient have the pleasure of visiting the store 
and selecting something. Every shop should have gift certificates avail-
able for these occasions, and they should look as festive as any gift 
you sell.

There are preprinted gift certificates available from store supply
houses, but it is more exciting to create your own. Use your computer or a
local artist to come up with a certificate that reflects the nature of your
shop. When opening a new store, be sure to order gift certificates in ad-
vance so they will be on hand when the shop opens.

An authorization number system will help prevent stolen certificates
from being forged and used to acquire merchandise. It is a good idea to
use a form for keeping track of certificates issued and when they are used.
A sample gift certificate registry form is shown in Figure 7.8. Certificates
should list an expiration date one or two years after the date of issue.
Check with your state to find out whether gift certificates are exempt from
state sales tax, and indicate on the certificate whether tax is included.

Electronic gift certificates are now commonly used by most chain
stores. Customers can purchase these credit card quality plastic cards in
various denominations, and use them in any store in the system. The cards
can be displayed for impulse sales like any other merchandise, because un-
like other gift certificates, they have no value until activated. A point-of-sale
(POS) system is necessary to activate the gift card when it is purchased, and
to deduct purchases from the card when used by the recipient. Stores with
several locations may find this sophisticated technology worth the invest-
ment, because it allows gift certificates to be purchased at one store and
used at another. These cards can also be used to give customers store cred-
its when they make returns. Several companies offer electronic gift cards, in-
cluding Gift Check Solutions (888-739-9971, www.giftchecksolutions.com).
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Many customers enclose the gift certificate in a card, so they will not
need any packaging. But consider offering an alternative, such as a fancy
tube with gold star glitter in it, for those who want something fancier.
Some lingerie stores go all out to make their gift certificate packaging
attractive, because a significant percentage of their gift certificates are 
reportedly never redeemed. Even certificates that are redeemed usu-
ally cost stores less than it might have cost them to box and wrap a large
gift.

Special Orders and Layaway
Can you imagine walking into a discount store and asking the store

clerk to order something for you that the store normally doesn’t stock?
Most specialty stores, however, will do special orders for their customers
whenever possible. Suppliers may make this service difficult by having
high minimum orders and minimum packs on specific items. Before
promising to get an item you don’t normally stock, make sure that the cus-
tomer is serious about buying it, perhaps by requesting a deposit. Check
with your supplier about availability and minimums as soon as possible,
and keep the customer informed about the status of the order.

In addition to special orders, customers sometimes request items we
are out of and expect back in or something we don’t have a source for but
will try to find. We use a two-part, 4- by 6-inch carbonless carbon file card
for all these requests (see Figure 7.9). The bottom, heavier copy goes im-
mediately into one of two sections of a file box: “on order” or “not on
order.” In this way, a customer calling to check on the request can be told
the status of the order by anyone on the staff. The top copy goes to the
buyer for that department and is stapled to the purchase order when the
item is ordered. At the time that the order is placed, the file copy gets
marked and moved from “not on order” to “on order.”

Strictly Discs, a Madison, Wisconsin, shop specializing in new and
used compact discs, presents their special square gift certificate in-
serted into the cover compartment of an empty CD box.
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When a requested item comes in, we notify the customer by tele-
phone or by using a preprinted postcard of our shop. The item is then put
on hold for two weeks, with a slip attached to it giving the customer’s
name, telephone number, and other information (see Figure 7.10). Large
stores might need to file items being held for customers alphabetically.
When the “on hold” period has expired, we try to recontact customers to
find out if they still want the items.

We use a green 4- by 6-inch card for items that customers ask us to
hold for them from stock (see Figure 7.11). Sometimes customers phone
for an item and want it held; sometimes they select it in the store and are
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Figure 7.9 Sample customer request card.

Print on two-part carbonless carbon form (4 × 6-inch), with the card stock
bottom copy to go in the special order file box and the top copy to the
merchandise buyer.
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Figure 7.10 Sample on-hold slip.



not ready to buy it right away. If they wish to make time payments on an
item, we put it on layaway, using a special two-part form, with copies for
us and the customer, to show payments (see Figure 7.12). Encouraging
regular payments on layaway purchases helps prevent customers from
holding items for months and then changing their minds. When a cus-
tomer does decide against a layaway item, we feel that we must refund the
deposit in full, although we have been deprived of the opportunity to sell
that item for the entire time it was being held. One woman routinely put a
shopping bag full of Halloween, Easter, and Christmas items on layaway
and then called after the holiday to say she didn’t want the merchandise.
We finally had to tell her that we could no longer hold items for her.
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Figure 7.11 Sample customer hold card.

Print this form on card stock (4 × 6-inch).
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Figure 7.12 Sample layaway form.

Print on two-part carbonless carbon paper.



EVALUATING CUSTOMER SERVICE

Good customer service is giving your customers what they want. And
how do you know what they want? By asking. If a customer compliments
you on your store, thank the person and ask if he or she has any sugges-
tions for how you could improve it. If a customer complains about some-
thing, look at the complaint as an opportunity to learn how to do things
better. Make it easy for your staff to pass customer complaints and ideas
on to you. As the owner or manager, you should personally follow up on
all customer problems immediately, by telephone or by mail. Thanking a
customer for bringing a complaint to your attention is often enough, but
you may want to enclose a gift certificate to encourage an unhappy shop-
per to give the store another try.

Keep a notebook handy to list items that customers regularly ask for
that you don’t have, and try to fill in the gaps. Having the widest possible
selection of merchandise on hand is one form of good customer service.
Customers like to shop at stores where they can count on finding what
they are looking for.

Some shops use a mystery shopper to check up on customer service.
The mystery shopper goes into the store anonymously and asks for sales
assistance, makes a purchase, or brings in a return, and then submits a
written report about the quality of the experience. The concept of mystery
shoppers is too much like hiring a spy for my liking, but I’m sure much
can be learned from their reports. Retired retailer Marcia Klipsch reports
that since she used a mystery shopper to reward her staff for good cus-
tomer service, the response from her employees was generally favorable.

Many stores have a suggestion box for customers. Whole Foods, an
innovative health food and grocery store based in Texas, has made its sug-
gestion box the source of an ongoing dialogue with customers by publicly
posting all suggestions with a written reply from a staff member. Even
children’s suggestions are answered respectfully by someone in the store
and put up on the bulletin board.

A more formal way of finding out what customers want is by con-
ducting a customer survey. This can be done briefly at the checkout
counter, if it is limited to a few questions—for example, “How did you
hear about our store?” “Did you find everything you were looking for?”
and “Is there anything we can do to serve you better?” A longer survey
can be sent to your mailing list, with a small gift to reward those who
complete it, or filled in while a customer is shopping in the store. You can
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also post a survey on your Web site. Other possible questions include ask-
ing where customers live, what radio and TV stations they like, and what
newspapers and magazines they read—invaluable information in plan-
ning your advertising.

Any survey done in the store should be completely optional, because
some people don’t like to answer questions and others may be in a hurry.
Those who do answer your survey will tend to say what they think you
want to hear, so you must take into account that the survey will not be en-
tirely objective.

Consider offering postage-paid comment cards for customers to mail
back to you with suggestions or complaints. Although the customer name
and telephone number should be optional, be sure to respond to the com-
ments of every customer willing to provide that information. Some busi-
nesses set up a toll-free or local telephone line with an answering machine
for customers to use for comments. Provide cards listing the telephone
number in the store for shoppers to take with them.

For the ultimate amount of customer feedback, consider forming a
customer council. We did this when we were planning a major expansion
and found that our best customers were pleased to be consulted and
happy to give us an evening or two of their time. We presented the group
with specific questions to discuss and invited our staff to join us for the
session. Refreshments were served, and the customers were rewarded
with a gift to thank them. As a bonus, the local newspaper found the idea
so novel that it featured the story on the business page.

CAN YOU DO IT ALL?

When employees make suggestions, they realize that we can’t implement
them all. Customers also have ideas that we may choose not to act on. We
know, for example, that if we asked customers what hours they’d like us
to be open, they would probably want us open earlier every morning. We
are able to operate a successful business without being open at 9:00 A.M., so
we choose to meet their needs in other ways. We offer the services we feel
are most important to our customers and are economically feasible for our
shop, realizing that in the future we may have to change in order to stay
competitive. But the cornerstone of customer service, polite attention to
the customer’s needs, always remains the same and is essential to the suc-
cess of every specialty shop.
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8

ADVERTISING
YOUR SHOP

“Advertising doesn’t cost,” the old saying goes. “It pays.” The short-term
dollar-for-dollar return on money spent for advertising may not be appar-
ent, but in the long term, the money you invest in promoting your shop
should be rewarded with increased sales.

Do you need to advertise? If you are running the gift shop at the foot of
Mount Rushmore, probably not. The best advertising in the world will not
inspire the average customer to make a special trip just to visit a small store
that far off the beaten path. In fact, location alone is enough to draw cus-
tomers to shops in tourist destinations and in some other well-traveled, high-
traffic places. For a shop like Michael Jordan Golf, located in Chicago’s busy
O’Hare Airport, location, a celebrity name and signage are the biggest draw.

Most specialty shops, however, do need to advertise in order to at-
tract new customers and to encourage existing customers to return. Good
advertising increases awareness of your products and enhances your
store’s image. It should help differentiate your shop from the competition,
especially the discount stores and category killers that advertise nothing
but low prices. Use your advertising to let the public know about your
style, service, selection, and knowledgeable staff.
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There is no limit to the many different forms that advertising can
take, from a yellow pages ad to a banner towed by an airplane. Signage,
window displays, shopping bags, brochures, and public television under-
writing can all be considered part of your advertising program. Think of
advertising as a challenge to your creativity and imagination. How many
different ways can you find to express the appeal of your store and your
merchandise to the buying public? What is the image of your store that
you want all your advertising to project?

ESTABLISHING AN ADVERTISING BUDGET

Most traditional forms of advertising are fairly expensive, so you must
spend your advertising dollars wisely, especially at first. Experience, based
on the types of advertising that produce the best results for your store, will
help guide your future decisions. (There are also numerous low-cost or
free promotional opportunities. They are discussed in Chapter 9.)

An advertising budget normally ranges from 3 to 5 percent of total
sales, but can be as high as 10 percent. Retailing marketing consultant Jef-
frey L. Greene suggests that four factors be considered in setting the bud-
get: (1) traffic, (2) marketplace awareness, (3) competition, and (4) price
sensitivity. If you have high traffic, are well known in your market, have
few competitors, and place little emphasis on price, you won’t need to
spend much on advertising. Conversely, if you are in a low-traffic area, are
not well known, have many competitors, or want people to shop with you
because of your low prices, you will need to do more advertising.

A new store needs to advertise more aggressively than one that is
well established. Some sources recommend doubling your advertising
budget for the first year you are in business. Of course, unless you are
opening a franchise or branch store, you will have little way of predicting
what this first year’s sales will be. Doubling an advertising budget based
on a hypothetical sales figure can be dangerous. A leather goods store on
our street spent $10,000 on television advertising soon after opening, pro-
ducing only $12,000 in sales. Had sales been $100,000, this might have
been a wise investment. As it turned out, the store went out of business
within a year. Check with other stores your size to get an idea of their ad-
vertising budget and the types of advertising that work best for them.

If your business is seasonal, budget more of your advertising money
for the months when you are busiest. It is always tempting to run big ads
to bring in business during slow times and to try to increase sales of slow
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items by advertising them. But as a rule, you should use your advertising
to sell what’s selling and when it’s selling.

How to Spend Your Advertising Money
There are countless ways to spend the dollars you’ve allocated to ad-

vertising. If you’ve never done any advertising before, you may be surprised
at how little you get for your money. An ad you barely glance at as you read
your morning paper may have cost hundreds of dollars. It pays to give care-
ful consideration to getting the most mileage from your advertising money.

Advertising can help make new customers aware of your store, in-
cluding where it is located, what it sells, and the services it offers. This is
image advertising, and it is useful for building prestige and trust among ex-
isting customers as well as reaching new ones. A motto, or tag line, used in
conjunction with your store name and logo can help create a memorable
impression in this type of ad. Try to define your store in a few well-chosen
words. Erik’s Bike Shop, for example, is well known for its clever tag line
“We Pedal Good Bikes.” They also have a winter tag line, “Deep Into
Snowboards,” to help promote their off-season specialty. If you use radio
or television, your tag line can be part of a jingle to help listeners remem-
ber it. Remember, repetition is the key to making a lasting impression.

A second type of advertising is product promotion, which highlights
individual items. Many products, especially national brands, do their own
product advertising. Suppliers with an advertising program sometimes
allow a store name to appear in their product ads or underwrite store ad-
vertising featuring their products by providing an advertising allowance.

The third type is special event or sale advertising, encouraging cus-
tomers to come in during a specific time. There has been such a prolifera-
tion of sale advertising from department stores and discounters that
consumers have become a bit jaded. A sale has to offer a deep discount or
an unusual twist to get today’s shoppers excited.

TARGETING YOUR MARKET

Who are you trying to reach with your advertising? This is the first question to
ask in order to focus your advertising dollars. A fashion store for teens
would do better to approach its customers through a popular radio station
than the newspaper. The older, wealthy shoppers that a home design store
needs to reach are more likely to read a glossy city magazine. Try to es-
tablish a profile of your typical customer, just as you did when planning
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your first buying decisions. Imagine an average shopper walking through
your front door. Is this person male or female? How old? Where is he or
she most likely to live or work? These demographics will help you de-
velop a target market for your advertising.

In addition to your primary target market, you may wish to focus
some advertising on specific segments of your customer base or your mer-
chandise selection. We run ads for Hanukkah menorahs in the local Jew-
ish community newspaper, because we know this is a good way to reach
our best customers for these products. Your store may appeal to several
such small niche markets, as well as to customers who belong to a specific
population group, such as the elderly, Latinos, or African Americans, who
may not be reached effectively through the store’s general advertising pro-
gram. Don’t forget to allot some of your advertising budget to targeting
these important segments of the market.

Research the best way to reach each targeted group. Before you open,
you can solicit suggestions from your focus group. Once your store is
open, you can do an informal survey of which media your customers
favor. Make a list of local radio and TV stations, regional magazines, and
daily and weekly newspapers. Ask customers if they’d be willing to check
off their favorites, but be sure to be gracious if they’d rather not partici-
pate. Offer a small treat or gift to thank those who fill in the form.

CHOOSING THE MEDIA YOU USE

Once you have determined who you want to reach through your advertis-
ing, three additional questions will help you decide what direction you
want to concentrate on.

1. What is the message you wish your advertising to convey? Radio may
be a better choice for timely information about a special event, whereas
print advertising or television is better if you need to show an item. Stores
selling complex home exercise equipment might do better with a short
video “brochure” showing the features of their products than with a tra-
ditional mailing.

2. What type of advertising is most appropriate to your store? The choice
of medium should be in keeping with your store’s image. Don’t do
coupons or advertise in the local shopper if you are concerned about mak-
ing an elegant impression. Stores that appeal to a narrow segment of the
population, such as a weaving supply store, can use direct marketing to
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customers interested in textile arts. This medium would be more effective
than radio ads aimed at the general public.

3. When do you want your message to reach the target audience? You
might consider using a billboard, or a drive time radio program, to influ-
ence shoppers to stop at your video store on their way home from work. If
you are selling wedding rings, a newspaper bridal supplement early in the
year may be the best way to reach couples in the market for rings for their
summer weddings. Time your advertising to create a sense of urgency, en-
couraging shoppers to take action soon.

Most retailers use a combination of several media in order to get
thorough coverage. Whatever you decide, it is important that you commit
to a long-term program and give it enough exposure to make it effective.

Once you have a clear idea of the “who, what, and when” goals of
your advertising, you can work more productively with the sales repre-
sentatives from the various media. In large communities there are so many
radio stations and print options that meeting with these reps can take a lot
of time. Instead of listening to a canned sales pitch, type up a list of your
advertising goals, and ask media reps to give you ideas for reaching them.
For example, you might state that your main goal is to promote your
store’s name recognition among males aged thirty to fifty, and to increase
sales of sporting goods to this target market over the next three months. A
radio station with primarily female listeners would not have much to offer
you, but a cable TV sports program might propose an attractive package.

USING AN ADVERTISING AGENCY

Professionally designed advertising tends to look much more sophisti-
cated than the advertising most retailers create on their own. The creative
staff of an advertising agency includes graphic artists who can design ef-
fective print advertising and writers who can create memorable radio and
television spots. The agency’s account executives are familiar with all the
media in your market and can help you select the ones best for you. The
agency can also help you develop and implement a consistent advertising
program. Projecting a consistent image throughout all your advertising is
a key factor in successful advertising.

But most small stores can’t afford to use an advertising agency, at
least not initially. Advertising agencies usually charge a high hourly rate,
or per project fee. They also earn a commission on your ads from the
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media they use, which is sometimes credited toward what you pay. Never-
theless, you should meet with an agency or independent advertising con-
sultant to see whether their services will be a good investment. You might
decide to have an advertising agency work on a specific project with you,
such as designing a logo or preparing a media campaign for the store’s
grand opening. As your store grows, and perhaps branches out or estab-
lishes franchises, you may choose to have an advertising agency handle all
your advertising.

STRETCHING YOUR BUDGET 
THROUGH CO-OP ADVERTISING

Manufacturers benefit when retailers promote the vendor’s products
through store advertising. In order to encourage stores to promote their
merchandise, suppliers sometimes offer to pay for part of the advertising
through ad allowances, or co-op money. The manufacturer will usually pay
50 to 100 percent of the actual cost of advertising featuring its product if
the ad meets certain criteria, such as the inclusion of the supplier’s logo.
Often the amount of advertising allowance available is based on the
amount of merchandise purchased. Purchases are usually added up, or ac-
crued, over a set period of time. One reason department stores are able to
advertise so aggressively is that they earn huge advertising allowances
through volume buying during each accrual period.

If a manufacturer will approve an ad that is in keeping with your
image and if the ad is worth enough to your store to pay the other part of
the cost, by all means take advantage of any advertising allowances your
manufacturers offer. Millions of dollars of co-op money go unused each
year, and it is worth investigating whether some of this money can be put
to use to stretch your ad budget. Be cautioned, however, that the process
of claiming advertising allowances, usually issued in the form of a credit
from the manufacturer, can be time-consuming. Tapes or samples of the
ads, called tear sheets, along with invoices and other forms, must be sub-
mitted. Be sure that the ads you place are large enough to justify your ef-
fort in claiming the co-op dollars.

Manufacturers may also be able to help your advertising efforts by
providing ad slicks, glossy copies of ready-to-use ads, brand-name logos,
or product illustrations for creating your own ads. The Coyne’s & Com-
pany ad slicks shown in Figure 8.1, for example, offer retailers many 
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Source: Courtesy of Coyne’s & Company, Minneapolis, MN.

Figure 8.1 Coyne’s & Company of Minneapolis provides its retailers with line
drawings, logos, and a photograph of the artist so that they can easily create their
own ads promoting the David Frykman line of collectibles.



options for promoting David Frykman’s figurines. Some suppliers have
premade radio and television spots available. If the supplier’s ready-
made print or broadcast ads are in keeping with your image, personalize
them by adding your store name, location, and hours.

Joint Promotion Saves Money
If your shop is located near other stores, you can stretch your adver-

tising dollars by cooperating with them to promote your shopping area.
Customers who visit one store are likely to visit another. Bring more shop-
pers to your neighborhood by pooling some of your advertising money to
produce general ads, especially in magazines or other media aimed at vis-
itors, and to create a shopping guide to your area. Our store originated the
Monroe Street Shopping Guide, a two-color brochure that is distributed in
local hotels and visitors’ centers, as well as to convention groups and our
local colleges. Ads in the guide pay for the printing costs, but every busi-
ness is listed and described, whether it contributes or not.

Individual ads have more impact when blocked together with ads
from other shops in the same area. A newspaper or magazine will some-
times contribute the space for a unifying “banner” across the top of the
page. Radio and television advertising can also be made more affordable
by developing a general ad for the shopping area, with a different store
being featured in the middle of the ad each time it is run. This type of spot
is called a doughnut, because of the “hole” in the center.

Shopping centers usually require a certain amount of joint advertis-
ing, and management will develop the advertising campaigns. Other
shopping areas can benefit from the merchants’ forming their own associ-
ation to improve the area and develop some special events, such as an an-
nual street fair or holiday open house. With many merchants sharing the
cost, purchasing banners, flyers, radio spots, and newspaper ads to pro-
mote these events is not expensive.

You need not limit cooperative advertising to neighboring mer-
chants. Look for creative opportunities for what is known as fusion adver-
tising, with the customers of one business getting a special gift or discount
if they patronize another. Offer to give out coupons for a free dessert at a
local restaurant, for example, if the restaurant will give its patrons a dis-
count offer for your store.
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THE WORLD OF PRINT ADVERTISING

For years there have been predictions that print on paper will be made ob-
solete by the electronic media, but that hasn’t happened yet. By far the most
common form of advertising small retailers use is print advertising, fol-
lowed by direct mail. Newspapers—daily, Sunday, and special weekly pa-
pers—continue to be used extensively by small businesses, in part because
they are less expensive than most broadcast media such as radio and televi-
sion. Newspapers also tend to be read by a large percentage of the local pop-
ulation, compared to the fragmentation of the market in broadcast media.
Yellow pages ads, direct mail postcards, brochures, catalogs, magazines,
and even business cards are additional options for printed advertising.

Be sure to post copies of all printed advertising in your store where
your staff can see them. Employees should always know what is being ad-
vertised and where to find the merchandise. You may also wish to make
signs in the store based on your ads. If an advertisement has run in a pres-
tigious publication, feature a copy on a sign board that says “as seen in
[name of magazine or newspaper].”

Designing Newspaper and Magazine Ads
Take a look at the ads in your local paper. You’ll probably see that

many of them tend to be crowded, confusing, unimaginative, or other-
wise visually unappealing. As a creative retailer, one of your jobs is to de-
sign ads that are as pleasing to the eye as your store displays are. And if
you want customers to find your store entertaining, make your ads enter-
taining. Well-done cleverness and cuteness can make the reader smile, cre-
ating a warm feeling toward your store before the customer has even come
in. Figures 8.2 and 8.3 show some examples of creative print ads.

Some of the many excellent books on designing your own print ad-
vertising are listed in the Resource Guide at the end of this book. You may
also be able to get help from the commercial art program at your local
technical college or from a freelance graphic artist. We worked for many
years with Chris Clementi, a talented artist who did product illustrations
and occasional ad designs for us. She has the wonderful ability to take a
vague idea and make it come to life on paper. We found Chris by adver-
tising for a freelance artist in the classifieds and reviewing the portfolios
brought to us by the artists who responded to the ad.
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Figure 8.2 Instead of just showing dozens of pairs of sale skis, this clever ad sub-
tly draws the reader’s attention to its message through a witty, visual pun.

(Agency: Arnold Finnegan Martin, Richmond, Virginia;  Art Director: Pat Harris.)



Most print media provide free technical assistance in designing ads.
Some of their artists are better than others, of course. It can’t hurt to see
what they come up with, and perhaps take their concept to your own artist
to be refined. You can also ask the newspaper or magazine to create a lay-
out from your idea.

The Elements of a Good Print Ad
Good print ads, as illustrated in Figures 8.2 and 8.3, usually feature

a headline that catches the reader’s attention or announces the benefit to
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Figure 8.3 This ad shows the effectiveness of a simple, uncluttered layout. The roll
of carpet used to make the “0” is a witty reference to the product that is on sale.

(Ad by Kennedy Communications, used by permission of Sergenian’s Floor Coverings.)



the consumer; factual copy, or text, that invites action; and a balance of the
white space, or open areas, copy, and graphics that is pleasing to the eye.
The graphics should be appropriate to the type of merchandise being sold.
As a rule, photographs sell better than illustrations, but a drawing is usu-
ally faster and less expensive to produce than a commercial photograph.
There are also many books, CDs, and Web sites featuring copyright-free
clip art that can be used in ads at no charge. To create a Christmas ad, for
example, you might select a clip art holly border, write your own copy,
and illustrate it with a clip art drawing of a wreath. Be sure to add your
symbol logo and tag line, if you use them, and your store name in its logo
typestyle, along with the address, telephone number, and store hours.

The use of open areas, or white space, can make an ad stand out, or
headlines can be printed in white against a black background, called a re-
verse, to catch readers’ attention. If you are producing a black-and-white
ad, check to see whether a single additional color, called spot color, can 
be used to highlight sections of the copy or headline. Develop a recogniz-
able look for your ads, perhaps featuring a special border and a distinctive
but legible typestyle, or font. Given a choice, run smaller ads frequently
rather than a few large ads on an irregular basis.

All print ads should be carefully proofread by at least two people.
Always allow time to receive a draft, or proof copy, of an ad so that cor-
rections can be made. Watch for odd hyphenations of words that are too
long for one line and for errors in spelling, prices, and store hours. One
mistake that seems to slip by frequently is automatically listing hours for
Monday through Friday without noting, for example, that you will be
closed Thursday that week for Thanksgiving. Since some stores actually
are open on holidays, be sure you don’t inconvenience your customers by
implying that you will be if you won’t.

Advertising rates for newspapers and magazines are based on the
size of the ad. Newspaper ads are usually measured by the column inch,
which refers to the width of a printed column for that publication and a
standard inch in height. Magazines often sell ads based on a percentage of
the page, such as a half-page or quarter-page. If you want to select the lo-
cation of your ad—for example, in the sports section of the newspaper or
on the inside front cover of a magazine—there is normally an additional
charge. Check with the sales representative about savings available when
you agree to sign a contract for multiple ads over a period of time. The
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open rate, or one-time rate, is almost always considerably higher than the
contract rate.

Newspapers and magazines often also have the ability to deliver a
separate advertising piece for you, either bound in or loose (like all those
color supplements that drop out of the Sunday paper when you pick it
up). With this service you can reach every subscribing household in a
certain area, or zone, or reach the entire circulation of the periodical. Con-
sider using this method to distribute a simple 81⁄2- by 11-inch flyer, an
advertising supplement provided by one of your manufacturers, or your
store catalog.

TELEPHONE DIRECTORY ADVERTISING

The yellow pages should be a central part of your advertising plan, espe-
cially if yours is a destination shop that customers would be willing to
look for. Visitors and newcomers are especially likely to turn to the yellow
pages, as are potential customers seeking a specific item. Be sure to have
at least a simple listing, called a line listing (as opposed to a larger display
ad), under all the various subject headings a consumer might consult
when looking for your products.

Your yellow pages ad should be fairly simple and straightforward,
because you don’t need to work hard to catch the reader’s attention. In-
clude all the facts that customers want to know: location, store hours,
credit cards accepted, telephone number, Web site, and perhaps fax num-
ber. If you offer brand names or special services, mention these in your ad
as well. And list any awards you have won or trade or professional orga-
nizations you belong to that will make your store seem more credible than
the competition.

Examine what your competitors are doing in the category that best
fits your store, and consider using a slightly larger size or spot color to
make your business stand out. Keep in mind, however, that the billing
for yellow pages advertising will be monthly, not annually, and select an
ad you can afford. In most communities, yellow pages ads are invoiced
by the telephone company, but the yellow pages portion of the billing
should be disbursed under advertising, not utilities, in your bookkeep-
ing system.
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When planning a store opening, keep in mind that a new telephone
book usually comes out only once a year, and the deadline for inclusion
may be as long as four months before publication. If you miss the deadline,
you will have to wait a full year to be listed. Consider placing a “coming
soon” ad in the telephone directory if it will be printed before your store
opens. An answering machine can be used to give current opening date in-
formation to any customers who call before the store is up and running.

Don’t overlook your white pages listing as an opportunity to make a
positive first impression on customers. Many telephone directories allow
for a bold print business name in the white pages, and some can accom-
modate spot color or even a logo. We list our store hours in the white
pages, realizing that many customers look up our telephone number to
call to ask when we are open.

Yellow pages sales representatives from neighboring communities
and various national business telephone directories may approach you.
Don’t mistakenly agree to an ad in one of these books, assuming it is your
local directory. Advertise in an alternative yellow pages only if you feel
this will be an effective way to reach new customers.

ADVERTISING IN THE STORE

The most obvious goal of advertising is to bring customers into the store.
But an important part of the promotional package reaches consumers once
they have entered the door. Signs, brochures, flyers, and calendars of
events in the store influence customers’ shopping experience and encour-
age them to return. The way the items purchased in your shop are pack-
aged can help promote your store after the customer leaves; in fact, a good
shopping bag becomes a walking billboard. These in-store elements of
your marketing plan should be as carefully planned as your media adver-
tising and should be consistent with the image you are trying to project.

In addition to framed signs describing your merchandise, you might
want to have a supply of individual cards or handouts available by the
products for customers to take when they make a purchase. This is a par-
ticularly useful service if the items you carry require special assembly or
care, or if there is interesting information you’d like to share about your
products, such as the biographies of the artists who made them or the folk
traditions the items represent. Be sure to put your store name, address,
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Web site, and telephone number on these flyers, and encourage customers
who are buying an item as a gift to include one in the package.

Business Cards: Your Smallest Ad
Have you ever thought of your business card as part of your adver-

tising program? Customers appreciate being able to help themselves to a
business card by the cash register, and it is surprising how much informa-
tion you can fit on these little giveaways: store name, location, and tele-
phone number, plus your tag line, hours, the names of the store’s owners,
Web site, and e-mail address, a fax number, and so forth. California’s Z
Gallerie uses a clever fold-over card with lines for customers’ notes on the
inside cover. At Music and Memories, a music box store, the back of the
store’s business card was designated as a “wish list,” with room for the
stock number, description, and price of the items a customer would like.

Take a stack of business cards with you whenever you display your
products at a consumer show—or anywhere other than in the store. You
might also ask a related business to keep some on hand. An animal pho-
tographer, for example, might be willing to give out cards for a pet food
store that is willing to return the favor. 

Bag Stuffers, Brochures, and Other Advertising Bargains
In-store advertising can be used to encourage customers to return.

Post a calendar of special events in the store, and make copies for cus-
tomers to take along. Customers love to take brochures and other litera-
ture with them, especially if they are undecided about a major purchase.
Check with your suppliers about any free product literature that may be
available to you, and be sure to put your store name and address on each
piece with a stamp or sticker. If there are no brochures available, create
your own on the store computer. There are wonderful brochure-formatted
papers available from Paper Direct (800-A-PAPERS, www.paperdirect
.com) and Idea Art (800-433-2278, www.ideaart.com), as well as some of-
fice supply stores, that allow you to produce a small quantity of colorful
brochures very economically.

Customers often want to jot down the toll-free number of a product
line or make some notes about merchandise they are considering buying.
Provide 3- by 5-inch cards with the store name, address, and telephone
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number for this purpose, or print this information on small pads of scratch
paper and invite customers to take them home.

A bookmark, a small flyer, or a larger advertising piece can be sent
home with every customer by using them as bag stuffers. Staff members
can insert these items in the bags ahead of time or slip them in with each
purchase. We have occasionally used this technique to help a local non-
profit group by “bag stuffing” a notice of a special event for them.

Packaging as Advertising
Your store packaging is as much a part of your store image as the

front display window, your logo, and the way your display fixtures coor-
dinate with the merchandise you sell. All these components make up the
branding of your shop, the identity you want the public to remember. A
customer leaving your store carrying a bag with your logo on it is carrying
your brand out into the world, and chances are good that if it is attractive,
it will be noticed by other shoppers. If the purchase is a gift, the store
wrapping will become part of the presentation, creating a positive im-
pression of your store to the recipient and any other potential customers
who are present when it is opened.

Good packaging need not be expensive. A small shop or kiosk might
begin by rubber stamping its logo and an attractive design on plain kraft
bags and tissue. As the business grows, one of the many suppliers of im-
printed boxes and bags can help you to develop a program of matching
shopping bags, flat bags, and other packaging materials. We offer both
paper and an oversize plastic shopping bag to our customers. Although
the plastic ones are more expensive and not as recyclable, we do see them
being reused for farmers’ market shopping and even picnics.

In designing your bag program, keep in mind that an attractive bag
has a much greater chance of being reused. A survey by Equitable Bag
cited in Small Store Survival showed that “strong graphic design” was a
factor in 88 percent of consumer decisions as to what bag to reuse. Shops
selling more expensive merchandise should consider buying distinctive
packaging to reinforce their store image. Jute, vinyl, or cloth bags can be
imprinted with the store logo and given away with a large purchase or
used as part of a gift package. Customers almost always reuse these bags,
providing free promotion for the store.
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DIRECT MAIL: BUILDING A LIST

In Ogilvy on Advertising (New York: Vintage Books, 1987), advertising guru
David Ogilvy refers to direct mail as his “first love and secret weapon.”
While media advertising can reach a large group of readers or listeners, di-
rect mail advertising allows you to target one specific customer. It also al-
lows you to test every variable in your mailing, Ogilvy points out, by
making minor changes in a piece each time you mail a batch and tracking
the responses you get each time. There are two ways of using direct mail:
to advertise to existing customers and to solicit new customers by focusing
on a selected list of likely prospects.

How do you develop your first mailing list? When your store opens,
put a guest book by the front counter and encourage everyone to sign it.
You could also put out slips of paper for a prize drawing, and enter all the
names and addresses into your database. This method, however, can re-
sult in quite a few “unqualified” customers, such as children, since most
states do not allow stores to require a purchase as a condition for entering
the contest. Screen entries for duplicates and for childlike handwriting.
Take time each day to copy the names and addresses on all the checks you
receive. If you conduct a customer survey in the store, ask for an optional
name and address. Be sure to add everyone to your list who fills in a re-
quest card or asks to have a package shipped, taking their names and ad-
dresses from these special forms.

Put out a stack of 3- by 5-inch mailing list cards and invite customers
to fill one in. In addition to lines for the mailing and optional e-mail ad-
dress on these cards, provide check boxes for special interests, allowing
you to subdivide your list and occasionally send out smaller, targeted 
direct mail pieces or e-mails. Some toy stores ask for the names and 

Stew Leonard’s huge Connecticut produce and dairy store is famous
for its promotion featuring its plastic shopping bags. Customers who
have their picture taken in some exotic corner of the world carrying a
Stew Leonard bag are eligible for a free bag of groceries. These enter-
taining photographs are displayed in the store for all to see.
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birthdates of children on their mailing list cards so they can send each
child a birthday greeting with a coupon or gift offer. Your mailing list card
can mention that customers signing up for mailings will be eligible for a
monthly prize drawing and will receive special sale offers and invitations.
Encourage everyone who comes in the store to sign up. It is much less ex-
pensive to cultivate an existing customer than to solicit a new one.

Another way to start a mailing list is to offer a contribution to a non-
profit organization in exchange for the use of its membership list. A non-
competing business might allow you to use its list, although this is more
likely to happen when you have a list of your own to trade. There are two
ways to use someone else’s mailing list: arrange for one-time usage, the
usual practice when “renting,” or borrowing, a list, or ask for permission
to add the names to your list permanently. Rented lists are usually pro-
vided on computer disk or self-adhesive labels.

List brokers, found in the yellow pages under Mailing Lists, rent out
lists targeted at specific income levels, geographic areas, or topics of inter-
est. This is an excellent way to seek new customers, especially if you choose
the right list. We have rented the list of Bon Appetit subscribers in our area
and sent them our cookware catalog, with a special coupon inviting these
potential customers into the store. In addition to magazine lists, it is possi-
ble to rent names and addresses based on occupation, group affiliation,
and credit card use. The price for renting a list is based on units of 1,000
names and addresses and covers one-time use for a specific mailing piece.
List brokers usually include a few hidden code names to find out if a list is
used more than once or for a purpose other than that agreed on.

When using more than one mailing list at a time, try to track which
one is most effective by using a numeric code above the customer’s name
and asking all those responding to the mailing to give you the code. Before
your mailing piece is addressed, have the lists compared to one another to
eliminate costly duplication. This process, known as a merge/purge, can be
done by computer if the lists are in compatible formats.

Commercial mailing services have sophisticated methods for com-
paring lists and also for labeling mailings and sorting them for bulk mail-
ing according to the latest postal regulations. Although there are numerous
inexpensive programs that allow you to maintain your own mailing lists on
your store computer, you may find that using a commercial mailing service
ultimately saves you both time and money. The service can often handle
every aspect of your mailing: printing, labeling, sorting, and even deliver-
ing the mail to the post office.
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A general mailing list of your customers is essential and can become
one of your store’s most valuable assets if you use it often. It is also benefi-
cial to be able to break this main list down into smaller targeted lists. If you
sell a variety of products, you need to know which customers are especially
interested in a specific area. A crafts store, for instance, might send out a
mailing on cross-stitch supplies that would not be of any interest to cus-
tomers who are woodworkers. Mailing list services and store computer
programs make this type of tracking feasible for even the smallest store.

In our mobile society, mailing lists need to be cleaned periodically.
Bulk mail is the most economical way of sending a quantity of pieces, but
in most instances bulk mail is not forwarded if the recipient has moved.
Check with the post office about updating your list at least once a year. It
may be possible to do this electronically, especially if you are using a pro-
fessional mailing service to maintain your list on computer disk. Other-
wise you can indicate on your mailing that you would like to receive
address corrections, and the postal service will, for a fee, return all the un-
deliverable pieces to you with the recipient’s new address.

Catalogs—On Your Own or in a Group
Even with the advent of desktop publishing, creating a full-color cat-

alog is still a very costly proposition. Anything less than full color is inef-
fective in most fields where there is competition from many other catalogs,
although a two-color, or even single-color, catalog may work if your prod-
uct line is truly unique.

For most stores, the only way to offer a full-color catalog is to pur-
chase one from a single supplier, personalized with your store name, or to
become a member of a catalog group that represents merchandise from
many vendors.

Single-supplier catalogs are narrow in scope, but they do offer an
economical opportunity to highlight one particular line. Over the years,
we have sent out vendor catalogs featuring a collection of specialty foods,
a line of Christmas ornaments, and a sale on kitchen gadgets. Because the
suppliers know you will order all the merchandise in the catalog from
them, the price for a single-line catalog is often quite low. Buying the cat-
alog merchandise from one source makes it easy to reorder, and catalog
shipments are often given priority by the vendor.

Multivendor, or syndicated, catalog groups function either as a buy-
ing service, with all orders from individual stores going through a central
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office and single shipping point, or as an advisory service, with the stores
buying their own merchandise for the catalog directly from the vendors.
Some catalog groups allow retailers a great deal of say in what goes into
the catalog, and others have professional buyers who select all the mer-
chandise.

Catalog groups offer many advantages beyond the production of a
slick, professional-looking catalog with your store name on it. The collec-
tive buying clout of the group helps convince vendors to grant generous
advertising allowances, often in the form of a 5 or 10 percent discount
taken right off the invoice. Priority may be given in shipping orders of cat-
alog merchandise. Some catalog groups negotiate exclusive rights to a new
item before it is made available to all other stores. New products a shop
tries because of the catalog may become steady sellers. Members in a cat-
alog group often enjoy support and guidance both from the catalog com-
pany and their fellow group members.

Our first twenty years of store catalogs were produced by the
William Glen catalog group, which got its start in the huge gourmet cook-
ware store by that name in Sacramento, California. When we joined the
group, our shop was very new. Bill and Glen were very helpful to us, and
over the years Orange Tree Imports grew up to match the sophisticated
image projected by the catalog. We were encouraged to carry all the mer-
chandise that was featured and found that many of the new lines were
successful for us.

But no matter what items are featured in the catalog, our customers in-
variably first mentioned the family and staff photos that were always on the
inside front cover. These pictures gave the catalog such a personal feeling
that very few customers realized that we didn’t produce it ourselves. Our
name was, of course, printed on the front cover, and we sometimes did a
custom front cover illustration or put our own products on the back cover.
We also occasionally inserted a customer coupon in the catalog, with very
positive results.

When Glen retired, we had to find a new way to produce a catalog,
so we joined the HTI Buying Group based in Portland, Maine. Whereas the
William Glen catalog had invited all the participating stores to vote on
what merchandise to include, HTI actively negotiates special deals with
vendors and produces a catalog featuring their products. A select few
members of the buying group do give their guidance to the catalog, but
we’re no longer able to do as much personalization, such as including the
family photo.
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Our catalog, sent out twice a year, takes up a major portion of our ad-
vertising budget. We use it mostly to “presell” the customers on our mail-
ing list, telling them more about each product than we possibly could in
the store. We sometimes also send catalogs to a rented mailing list to try to
bring in new customers, and we give away copies in the store as well.

Another option for producing a catalog is to join a syndicated catalog
group. Syndicated catalogs are published by companies with professional
buyers to select the merchandise and negotiate with vendors. The mer-
chandise is then usually presented to the catalog stores at a general meet-
ing, together with lectures, workshops, and the opportunity to meet with
other retailers. The syndicated service may also offer store design advice
and assist with mailing list management. In some cases, a large portion of
the catalog merchandise is stored in a central warehouse and ordered
through the syndication rather than directly from the individual vendors.

To determine whether there is a catalog right for you, check with
your major suppliers to see if their merchandise is featured in any group
catalogs. If you find a good possibility, request a sample copy and com-
pare the image it projects to that of your store. Are most of the items pic-
tured ones that you normally carry? Does the look of the catalog resemble
your shop in terms of quality and sophistication?

Once you have selected a catalog, call other retailers who belong to
that group and ask about their experience. Many shops report significant
increases in sales when they send out a catalog, but there are also some
drawbacks. You will not have complete control over the merchandise se-
lection and pricing, the catalog will not reflect your store’s unique charac-
ter, and you may find that your customer base is not large enough to
support the considerable volume of catalogs you will need to buy.

If you decide to produce your own catalog, be sure to get a good idea
of all costs before you commit to the project. Don’t forget postage, which
adds considerably to the expense of any catalog mailing. Consider print-
ing a separate price list so that the catalog will not go out of date as prices
change. Check with suppliers to see if they can provide you with product
photographs, and negotiate with them to give you advertising allowances
to cover some of the cost of production.

The Store Newsletter
The more often you communicate with your customers, the more

often they will visit your store. Computer word processing programs
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make it easy to produce professional-looking newsletters to send to cus-
tomers monthly or quarterly. A newsletter is an efficient way of using a
very small mailing list when you start out or to augment an annual cata-
log mailing for a larger store. The newsletter can also be an effective hand-
out in the store, and many customers will pick up a copy as they are
leaving.

Some stores send out multipage newsletters filled with new product
information, letters, and special event listings, with a calendar for cus-
tomers to cut out and save. Bookstores and music stores frequently in-
clude reviews in their newsletters, while others feature craft ideas, recipes,
and humorous anecdotes. Many reward regular customers by occasionally
making a special offer available only to newsletter readers.

Postcards
A postcard mailing can be an effective way to make regular use of

your mailing list. The cards themselves are not expensive to produce, es-
pecially if you print them in a single color of ink on colorful card stock,
and there is a considerable savings in postage in comparison to other mail-
ing pieces. Check postal regulations for size and layout specifications, es-
pecially if you will be using a bulk mailing permit. We once had an
8,000-piece postcard mailing rejected by the post office because the layout
failed to meet postal standards.

Producing a full-color picture postcard of a store is expensive, and
usually a large minimum quantity must be printed. But if you are in a
tourist area and your storefront is unusual or attractive, it may be worth-
while to produce postcards of your store. Make them available for free or
at a nominal cost. We printed photo cards of our store many years ago for

Borders Book Shop provides complimentary postcards featuring a bold
graphic book design in black ink on colored card stock. Customers are
encouraged to use the cards by a sign offering to mail them anywhere
for free.

244 Advertising Your Shop



a large mailing and still use the leftovers to communicate with customers
about special orders and other requests.

BROADCAST MEDIA: RADIO

The advertising images projected by radio and television are fleeting, so it
is essential to commit to a campaign with a great deal of repetition in order
to make the broadcast media work effectively. “Radio and television are
marathon runners,” says “Wizard of Ads” Roy H. Williams, author of Se-
cret Formulas of the Wizard of Ads (Austin, TX: Bard Press, 1999, pages
96–97). “The longer you continue, the better they work. If you want to
gamble on who’s going to be in the lead at the end of thirty days, put your
money on the newspaper to win. But if your race is scheduled to run
longer than six months, mortgage the house to buy TV and radio. It’s only
in the longer races that marathon runners show us what they’ve got.”
Williams strongly believes that a consistently repeated message, limited to
whatever market coverage you can afford but committed to at least
twenty-one ads a week for a year or more, is the best way to make your
store’s name a household word. 

Radio allows you to speak personally to an individual. “Use lan-
guage that creates a vivid first mental image (FMI) and closes with an
equally vivid last mental image (LMI). The listener must be a participant
in your advertising. You must cause him to imagine himself taking pre-
cisely the action you so artfully describe,” Williams stresses (Secret Formu-
las, page 116). Music and sounds can be used to create a mood to augment

Mitchells of Westport, a creative Connecticut apparel retailer, has
found an unusual way to market to the New York–bound commuters
who make up an important part of their customer base. The Mitchells
staff occasionally surprises those waiting for a train at one of the five
nearby train stations by giving out free newspapers tagged with a
Mitchells sticker and free coffee in paper cups with the Mitchells name
on them. The coffee and newspapers are purchased from the train sta-
tion’s regular vendors so as not to create any ill will.
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the spoken copy. This text can be professionally recorded or read by the
announcer during the program. You might want to be your own
spokesperson, especially if you have an interesting voice or accent. A
good, recognizable announcing voice in radio commercials can help build
a sense of trust in your business. A catchy jingle may also help customers
remember your store’s name, but you will need to repeat the ad many
times to make it seem familiar to the public.

An announcer with name recognition can be paid to ad-lib about
your shop. Be sure that he or she is familiar with your store and has a fact
sheet to refer to with the name, address, and advertising angle. An an-
nouncer speaking from personal experience usually carries more weight
with loyal listeners than a canned ad, and the announcer may speak for
longer than the time you have paid for. Ad-libbed ads can also backfire, of
course. Listen to other ads by the same announcer to see if he or she is
good at improvising.

The immediacy of radio makes it ideal for announcing events with
time value. The copy can create a sense of urgency, encouraging the lis-
tener—who may well be in his or her car already—to go to your store
right away. Be sure that each ad mentions the store’s name and location at
least twice.

Radio ads, or spots, are sold in increments of 30 seconds. This may
not seem like a long time, but it is long enough to read approximately
sixty to seventy words of copy. Instead of buying 60-second spots, con-
sider running 30-second spots twice as often. Select the times that your
spots will run based on the listening habits of your customers, as well as
your ad budget. Drive times, for example, are excellent for reaching men
and women commuting to and from work.

If your store is busy during the first few months of the year, tradi-
tionally a slow time for retailers, you may be able to buy radio and TV time
rather inexpensively. Business advertising drops off after the busy fourth
quarter of the year, so stations are eager for advertisers in January, Febru-
ary, and March. And with the lighter advertising schedule during these
times, your ad will stand out.

Many radio stations offer the option of a live remote broadcast from
your store. The public enjoys the novelty of seeing radio personalities in
action, and announcers like to meet their listeners. To be truly effective, a
remote should be tied to a contest, event, or special offer that will draw lis-
teners to the store. The announcers should sound excited about being in
the store and should mention free refreshments, entertainment, a sale, or
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other offer when they invite customers to come see them. If the store is
hosting a visiting artist or celebrity, suggest that the announcer conduct a
brief interview with the featured guest or with a store spokesperson.

ADVERTISING ON TV

The profusion of cable television stations has slashed the advertising rates
for television although the production costs to create even a 30-second
spot can be considerable. Since your locally produced ad may run before
or after a sophisticated spot produced by a large national advertising
agency, it is unwise to cut corners when creating TV ads. If you are going
to use television, obtain professional production advice from the televi-
sion station or your advertising agency. You may wish to create two or
more ads at the same time, so that you can rotate them during a heavy ad-
vertising schedule.

TV is the only medium that is both visual and aural. It allows you to
tell a story, demonstrate a product, or communicate an image of your store
or products in a way that will delight the eye and the ear. Not everyone, of
course, will be watching and listening. Your store name, location, and tag
line should be shown in writing on the screen for those of us who hit the
mute button on the remote whenever ads come on.

The major networks continue to maintain their dominant position in
television, so if you can afford to advertise on these stations and wish to
reach as broad a market as possible, they may be your best option. We
have recently started using cable television to reach our target market,
running spots promoting our kitchen products on the Food Network. Our
lively, 30-second ad took more than four hours to produce, and many veg-
etables were sacrificed to the cause as we tried to demonstrate the use of
as many gadgets as possible.

Some of your suppliers may have professionally produced televi-
sion spots available for you to use. Hummel Gift Shop in New Spring-
field, Ohio, provides its own distinctive announcer’s voice and music to
replace the canned text on the television ads provided by suppliers of col-
lectibles. Other successful television ads for Hummel Gift Shop include
commercials that appear to be news stories: staged interviews filmed in
the store with owner David May discussing upcoming special events
with a reporter.

Advertising on TV 247



Retailers such as David May who have strong, likable personalities
are often successful at starring in their own television ads. Customers like
to buy from someone they know, and if you are usually present in your
store, encouraging the public to identify your store with your trustworthy
and familiar face gives you an advantage Kmart will never have. The
downside of regular TV appearances is being recognized wherever you go
and realizing that whatever you do or say reflects on your business. Indi-
vidual promotion also makes it difficult to share the responsibility (and
credit) equally with the store’s other partners or staff members, and of
course it may make it difficult to eventually pass the business on to a new
owner.

Alternative Television and Radio Advertising
Public radio and television are prohibited from carrying commer-

cials, but they are often able to give extensive descriptions of the busi-
nesses that sponsor them. Public television underwriting has actually been
one of our most effective means of advertising. For years we have spon-
sored cooking programs by Julia Child, Jacques Pepin, and other popular
PBS (Public Broadcasting Service) chefs. These shows have a loyal follow-
ing among our customers who are avid cooks. Ask your public television
and radio stations if there are programs that might tie in well with your
merchandise.

Most public television stations raise funds through an on-air auction
or membership drives that feature premiums to reward those who sign
up. Donating merchandise for the auction or fund drives is an inexpensive
way to gain exposure on your local public television station. All of the
merchants on our street group our auction donations together into a spe-
cial auction hour featuring Monroe Street products, with our business
owners as the auctioneers.

RIDING THE ELECTRONIC WAVES: 
RETAILING ON THE INTERNET

The Internet has become a major force of good and evil for specialty shop
retailers in the five years since the first edition of my book was published.
The positive side is, or course, the ease with which information about ven-
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dors, business ideas, and trade shows can be accessed, and the fascinating
opportunities it presents for advertising and direct selling. On the down
side, the Internet makes it possible for vendors to sell directly to the pub-
lic, for customers to easily locate collectibles once valued for their scarcity,
and for shoppers to spend an estimated $4 billion a month without leaving
home. As a retailer, you need to decide whether you want to use the Web
just to promote your actual store, or whether you’ll make your Web site an
on-line store, becoming a “bricks and clicks” operation. Either way, you
should have some presence on the Internet. This is, after all, the twenty-
first century.

On-line Store Promotion
When you first decide on your store name and location, you should

create a domain name and register it with a clearinghouse called internic,
at www.internic.com. (At the moment, Network Solutions is the name of 
the actual registrar.) This will ensure that you get the available name 
closest to your store’s name, although you may find your first and second
choice already taken. You should be able to use your domain name as 
part of your e-mail address. Our e-mail address, for example, is info@
OrangeTreeImports.com. Domain name registration is valid for two years,
after which time you will need to renew it.

A minimal Web site may be all you need at first, and if you are well
versed in computer technology (i.e., if you were born after 1975), you may
be able to create your own. Think of it as an on-line brochure, with the
basic information that you would put in a flyer or yellow pages ad: name,
address, zip code, phone and fax numbers, e-mail address, store hours,
and some information about what the store carries. You can easily put in
a link to a map site that will allow visitors to print out directions to your
store. You might also want to include a “Contact Us” button that auto-
matically brings up an e-mail form addressed to you. If you are going to
have e-mail on your site, though, you must check it regularly and respond
promptly; anything else would be poor customer service.

All Web sites should be visually clean and easy to navigate, and
should load quickly. Remember that the graphic identity of your Web site
is an extension of your brand, and should reflect your store’s image. If you
want to expand beyond the basics, consider including the following:
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• About Us, giving a bit of background information about you and
the store

• Store Hours, with updates if this changes seasonally
• Location, with a link to local visitor information and a map site
• Special Offers, set up so that you can change them frequently
• Links to Favorite Sites, providing information about your major

vendors
• Calendar of Special Events, listing all upcoming in-store events
• Best Seller List, showing your most popular products (keep it 

current!)
• Photographs to make it visually interesting (bearing in mind that

loading photos slows down the opening of a page, and most visi-
tors are impatient)

• Guest Book, a forum for visitors to give you feedback
• Employment Opportunities, showing what jobs are currently

available
• Contact Us, giving phone, fax, mailing and e-mail addresses for

the business, and perhaps also individual members of the staff
• Visitor Meter, counting the number of “hits” your site has re-

ceived (you may wish to code this so that it is not visible to the
public)

Many Web experts also feel that it is helpful to have some free at-
traction such as a contest, game, or gimmick to help bring visitors back
regularly. Our site has a random recipe generator (from the Orange Tree
Imports Cookbook) as well as a questionnaire that is used for a quarterly
prize drawing. One advantage to having a contest on your site is that you
may get listed in various contest and sweepstakes newsletters on the Web,
although these visitors tend to be interested only in the game. If you are
Web savvy, you can add games, feedback forms, and other features your-
self (there are Web sites, such as www.beseen.com, that can help).

You may well want to have a professional Web designer help create
your site so that you can concentrate your talents on retailing. Be sure to
get a firm idea in advance of what the costs will be and what the fees will
cover. Ask to see samples of other Web sites by the same designer, and call
them for feedback. We asked Zanne Gray of IndustryConnection.com to
design our site, in part because she was so enthusiastic about our store.
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Zanne had been working on the Web for years, and had lots of creative
ideas for our site that never would have occurred to us.

The more variable information topics, ideally set up as “fields” you
can fill in and update from the store, the more often customers will return.
Offering a special of the month, showing new products, or listing couples
currently in your wedding registry will encourage frequent visits by those
who are interested in what you carry. You might have coupons that can be
printed out and brought into the store, but be cautious about what you
offer, because it will be difficult to limit the number that are printed. A
guest book or other on-line registration form will help you build an e-mail
list from those visiting your Web site who are willing to receive updates
from your shop.

Permission-Based E-mail Promotion
E-mail is a wonderful way to notify customers and potential cus-

tomers of special events, offers, new arrivals, and other information you
think they’d be interested in. Once you have an e-mail list set up on your
store computer, sending out a promotional message is virtually free—un-
like direct mail marketing, which can be quite expensive. The downside of
using e-mail for promotion, however, is the challenge of building a list of
addresses. Junk e-mail is even more irritating than junk mail, and at this
time there is no way to rent a well-qualified e-mail list of customers likely
to welcome a message from you. In fact, the U.S. Postal Service recom-
mends that businesses rent snail mail mailing lists to send out cards invit-
ing customers to visit their Web site (and sign up, one hopes, to receive
future e-mails).

Once an in-store or Internet customer has asked to be included in
your e-mail list, you can engage in permission-based e-mailing rather than
the dreaded “spam,” which is unsolicited junk e-mail. It is wise to include,
at the end of every message, a line that says “If you no longer wish to re-
ceive e-mail from us, please send us a reply message with the word ‘un-
subscribe’ in the title.” And don’t overdo the use of your e-mail list so that
consumers tire of hearing from you. Once or twice a month should proba-
bly be the maximum. Put your store name in the message title, and don’t
send file attachments—you may be certain that the attachment is free 
of computer viruses, but most consumers won’t open an attached file. 
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Instead, offer a hyperlink to a special page on your Web site if you want to
feature a picture of a new product.

Selling On-line
Addressing the question of whether you should put your traditional

store on-line, the authors of Creating Stores on the Web (Berkeley, CA:
Peachpit Press, 1999) say, “Let it be said that not everyone has to be on the
Web. A store that’s doing well might not do any better if taken to the Web.
And a struggling store won‘t necessarily be saved by the Web. . . .” The most
obvious reasons to get on-line are to expand sales and avoid losing sales to
competitors who are on-line. [But] sometimes building a site can be a mess,
sucking out the money you have and creating headaches you don’t want.”

One of the primary reasons that we don’t do more retailing on the
Internet is that our greatest satisfaction comes from face to face contact
with customers, and you just don’t get that with an e-mail, or even tele-
phone, transaction. We don’t really like packing merchandise to go (and
unlike software, books, or CDs, our goods come in all sizes and shapes),
and are not set up to do so efficiently. We also don’t carry many items
unique enough that customers would search for them on the Web. But if
you have a line of African dance wear, or instructional videos of
logrolling—items that you’re not likely to find in most shops, on-line or
otherwise—you might well want to make your goods available to a wider
market on the Internet. You may also do well on the Internet if you have
rare or highly desirable collectibles (such as Beanie Babies in their prime)
or are willing to offer a significant discount on brand name merchandise.
Search engines keying into the main words describing these products will
help bring customers to your site, and good customer service will help
bring them back.

A Place of Your Own?
There are several options for selling on the Internet, ranging from

setting up your own Web site as a retail store with a shopping cart and
credit card processing to selling a few items through person-to-person
auction sites such as E-Bay. If you’ve already set up a basic Web site for
your store and don’t want to host your own on-line store, you can always
send customers to any other Web location you are using to sell your goods.
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Your own on-line store gives you the most control over the entire
process and is also the most expensive to set up. In addition to being able to
offer secure credit card transactions, you’ll probably want to have a Search
feature on your site so that customers can easily find the items they are look-
ing for. You’ll need a way of compiling and receiving orders, and probably
will want to set up a software system that allows you to complete each trans-
action and print out a shipping label without reentering a lot of data.

An alternative to having your own store is being part of an on-line
mall. Many of these have come and gone, because there is not a strong mo-
tivation for consumers to visit them. They do offer retailers an easy way to
group together with others stores for on-line services, and will give assis-
tance in setting up an attractive site and handling orders. A mall with several
vendors offering similar merchandise, such as antique books, is more likely
to succeed, although it places you at close proximity to your competition.

The third option, one that we have used from time to time, is to offer
specific products through an on-line auction such as E-Bay. If you look at
the auction sites, you will see that there are many retail stores regularly
listing their products, often getting full retail or even more for these items.
The fees charged by the auction sites for their services are quite low, so
you might want to give this a try. Having your own digital camera and
learning how to upload images of the product yourself is a must if you are
going to pursue auction selling with any frequency.

Merchandising On-line
On-line selling is an opportunity to expand your customer base na-

tionally and even internationally. But it can also be a way to serve your
local customers better. Just as a catalog allows customers to preshop before
coming into the store, a Web site can offer an opportunity to present in-
depth information about the products you offer. Affordable Futons, for ex-
ample, has the sizes and specifications for all their furniture on their Web
site, allowing shoppers to have the measurements on hand in their home
when considering what to buy. The final decision may be made in the
store, but the information on the Web site is easy to access twenty-four
hours a day.

Even if you are only offering a limited number of items on your Web
site, consider allowing visitors to purchase gift certificates. This feature is
especially appreciated by out-of-towners wanting to buy a gift for someone
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living in your area. If you offer delivery and gift wrapping, be sure to men-
tion those services on your site.

One of the best features of on-line selling is the ability to track infor-
mation about customer interests. You can do this by asking customers to
register in order to access your site, although studies show that the vast
majority of visitors will not stay if asked to register. You can also compile
data by tracking on-line orders and making suggestions based on what
customers already purchased. Amazon.com and 1-800-Flowers have both
developed this feature, often called CRM (Customer Relationship Man-
agement), into an art. But there is no reason why a small retailer can’t use
customer purchase history and data from like-minded shoppers to make
customized, individual recommendations to their customers via e-mail,
phone, or mail.

A retail store has a clear fulfillment advantage over the purely Inter-
net outlet because you have the merchandise in stock, and probably are al-
ready set up to send out packages via United Parcel Service (UPS) or
parcel post. You may still wish to consider using an outside fulfillment
house, if you are planning on this part of your operation selling just a few
items, but in large quantities. Speedy shipping is a must, because Internet
shoppers are usually hoping for instant gratification. The truth of the mat-
ter is that it is often quicker to get the goods by visiting an actual store,
which is one reason that the Internet is unlikely to ever completely replace
real retailing.

Security Issues
Taking credit cards on-line, either via a shopping cart system, e-mail,

or by phone, exposes you to a higher level of credit card fraud than ac-
cepting credit cards in the store. In fact the protection you receive against
loss from fraudulent credit card use in the store probably does not apply
to transactions when the card is not present. It is easy for someone to steal
the numbers on a card and give them out over the phone, or for a student
away at college to use a parent’s card without permission. One way to pro-
tect yourself from this happening is to have a policy of only shipping to the
billing address for the card.

Because you will be receiving credit card information on your com-
puter, you need to protect your customers by limiting access to that infor-
mation. Using passwords and information encryption are important when
dealing with credit card numbers and other sensitive, personal data. Offer
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a toll-free number for those who are not comfortable transmitting infor-
mation electronically. You should have a policy about sharing information
about your customers with other businesses (don’t!), and state your pri-
vacy and security policies on your site.

Bringing Customers to Your Site
“If you build it, they will come” may be true of baseball fields in

Iowa, but with the myriad of sites on the Web right now, you need to
make a real effort to draw visitors. To bring local customers to your site,
mention your address (your domain name) in all your advertising, in-
cluding your yellow pages ad. Include it on your business cards and credit
reference sheets. If you are underwriting public television, you will prob-
ably be allowed to mention it in your promotional spot. You could put it
in the gusset of your shopping bags or on the cash register receipt or other
insert that goes home with customer purchases.

Attracting national attention is more difficult. Search engines will
key into specific words in your domain name and in the “meta tag” an
HTML (hypertext markup language) document not displayed on the site
that gives a brief description of your business. Give very careful thought
to what key words and brands you want to list. Remember to include 
common misspellings of any words or names that customers may not get
right. Search engines may find you on their own, but you should cover 
your bases by submitting information to them through a site such as
www.submit-it.com. Some search engines, such as Yahoo, charge a one-
time fee for the prompt listing of a commercial site, while others may
charge for a special listing as a “sponsored link.”

If you are selling a product that you think shoppers might be search-
ing for, you can ensure your site excellent placement on many of today’s
search engines by paying for the service. This relatively new way of adver-
tising your site is called pay-per-placement, and you only pay when someone
clicks on your link after seeing it at the top of the search engine’s list. Only
the three sites listed under the same key word or phrase will show up in
multiple search engines. The price varies based on the popularity of the
terms—if you wanted to be one of the top three “hits” for computer soft-
ware, for example, you would pay a lot more for each contact than if your
key words were pickled watermelon rinds. Businesses usually pay the pay-
per-placement site (www.overture.com, for example) a deposit from which
the agreed-upon fee is deducted every time a viewer clicks on the link.
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Another way to attract interested visitors is through newsgroups and
other Internet communities. No matter what products you carry, there is
probably an on-line community of interest. To reach these potential cus-
tomers, you should research what is available and become involved your-
self in the on-line activities. Although you do not wish to be blatantly
commercial, you should be able to take advantage of existing bulletin
boards, forums, Usenet newsgroups, and e-mail discussion groups by con-
tributing legitimate information about your products. Some newsgroups
even have marketplace sections where it is appropriate to mention what
you have for sale.

You may find another business or organization willing to carry a
“banner” ad for your business on their site, linking their visitors to you.
You can either pay for this service as an affiliate, or arrange it as an even
exchange (see www.LinkExchange.com). Some businesses give a small
percentage of sales to affiliate sites when a customer makes a purchase, an
arrangement beneficial to both parties.

EVALUATING YOUR ADVERTISING

Many retailers view advertising as throwing money down a black hole, be-
cause it is often difficult to see clear results from an advertising campaign.
Consumers seldom mention seeing or hearing an ad, and in fact every so
often a customer will mention coming in because of an ad that never ex-
isted. But it is possible to make an effort to track the effectiveness of an ad-
vertising campaign, beyond the obvious method of looking for an increase
in either general sales or sales of the item advertised. There are several
ways to track results:

• Include a coupon in your ad or in your mailing. Ask staff to keep
all coupons and to write the total amount of purchase in one
corner.

• For radio advertising, offer a free gift or special discount to any-
one mentioning the ad.

• Track responses to a special offer by instructing customers to ask
for a certain employee (who may even be fictitious) when they call
or stop in.

• When doing consumer surveys, be sure to ask how the customer
found out about the store.
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• Query sales staff as to whether they think many new customers
came in as a result of a promotional campaign.

• Use a split run, placing the same ad in two different delivery zones
or sections of the newspaper to see which is more effective. Test
slightly different versions of a print ad or radio spot to learn what
works best.

ADVERTISING WHEN SALES ARE DOWN

It is tempting to save money when the store is not doing well by not ad-
vertising. That, according to advertising specialist Jay Conrad Levinson, in
Guerrilla Advertising (New York: Penguin, 1990), is like stopping your
wristwatch to save time. You need frequency and persistence in order to
succeed in advertising. The store that discontinues its advertising and dis-
appears from the public eye may soon disappear entirely.

Advertising that is well researched and designed should at least pay
for itself. Even a store that has fallen on hard times should work hard to
promote itself. An economical advertising program, coupled with a full
array of inexpensive creative promotions and some free publicity, can help
attract new customers and bring the old ones back.

ALTERNATIVE USES OF ADVERTISING

Some of the most interesting advertising is not really business advertising
at all. As a store owner, you are in a unique position to run an ad that pro-
motes a cause you believe in or makes people think. Not every piece of ad-
vertising needs to be commercial in nature. As long as ads align your store
with what you strongly believe to be important and just, and do not offend
important segments of your customer base, there is no reason that your
advertising cannot be used as a force for good. Benetton and The Body
Shop, for example, often lobby for humanitarian and ecological causes in
their ads, winning the goodwill of customers who are of a like mind—
though they do risk the ill will of those who don’t agree with their views.

Advertising in concert and theatrical programs provides support for
nonprofit groups and at the same time creates a positive image for the
store as a patron of the arts. It is always worthwhile to be associated with
excellence.

Alternative Uses of Advertising 257



You can also use your advertising dollars to place small ads in
church bulletins, neighborhood newsletters, school yearbooks, and other
publications that benefit your community. Some stores consider these ads
to be charity donations rather than advertising, but they do generate good-
will toward the store—and that is really the goal of any advertising you
choose to do.
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9

CREATIVE PROMOTION
AND PUBLICITY

“Operating a business without proper promotion is like winking in the
dark,” according to retailing experts Don Taylor and Jeanne Smalling
Archer in Up Against the Wal-Marts (New York: AMACOM, 1996). “You
know you’re doing it, but no one else does.” Imaginative promotions can
help specialty shop retailers distinguish themselves from their larger and
less resourceful competitors, garnering free publicity and that most trea-
sured form of advertising, customer word of mouth. Finding creative
ways to attract shoppers and to entertain them once they enter the store is
both challenging and enjoyable.

Promotion includes the many different ways retailers attempt to
catch customers’ attention: coupons, special events, sales, contests, and
celebrity appearances. Promotions often tie in naturally with publicity and
PR (public relations), the free media coverage of the store and any of its ac-
tivities a reporter might find newsworthy. Paid advertising is part of the
marketing packaging for many promotions, but some are created espe-
cially with free publicity in mind. Give special consideration to any pro-
motion that may result in some mention in the newspaper or on the news,
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since this editorial coverage has more validity in the customer’s eyes than
any paid advertising—and it’s free.

SALES, SALES, SALES

Sales are the most overworked promotional concept in retailing today.
Some stores hold sales every week, celebrating mythical founders’ birth-
days and holidays that the public has otherwise forgotten. This approach
leads to customers’ refusing to shop in a store unless there is a sale. Cus-
tomers also learn the patterns of when sales are held and wait for them. The
dinnerware business, for example, used to feature two major sales a year,
until consumers caught on and stopped buying china the rest of the year.

Most shops do need to hold a clearance sale occasionally to move out
inventory that is reluctant to leave on its own at full price. We call our
spring clearance “Orange’s Lemon Sale,” and kick off the event by giving
out fresh lemons to the first one hundred customers. There is always a
banner in the window announcing the Lemon Sale, prompting one of my
fellow retailers to comment that he thought it was wonderful I was so
willing to admit my mistakes in public. All sale merchandise is marked
with a lemon yellow tag and displayed on long tables. We have found that
clearance sale shoppers (a special breed) appreciate being able to look at
all the discounted items in one place.

Our annual fall street festival, or sidewalk sale, allows us to clear out
unwanted goods before the busy holiday season. We set up lots of tables
outside and hope for good weather. We continue to lower prices as the day
goes on, and much of the merchandise that is left by the end of the day
goes to charity.

We used to have a permanent clearance area in the store but found
that the odds and ends of clearance merchandise never looked attractive.
However, an attractive sale display can be made if you feature a large
quantity of a single item or an entire line. Some retailers bring in special dis-
counted merchandise to sell on sale. These discontinued or overstock items
are offered by suppliers at a low wholesale price so they can be sold at full
markup, but at a price the consumer finds attractive. If you are certain that
these goods will sell, special purchases for a sale can generate a bit of extra
income from customers attracted by the prospect of a good deal.

A storewide discount sale is useful if you have a sudden need to
raise cash. Some stores also use this type of promotion to attract new cus-
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tomers or to bring existing customers back into the store. The drawback to
holding a “20% Off Everything” sale is that no one wants to shop in the
store immediately before or after the sale. If it is a regular event, customers
will wait for it, or feel bad if they miss it and have to pay full price.

Timing is crucial on a sale. If a sale runs too long, customers feel no
sense of urgency and may put off coming in until they forget to do so. A
limited number of days is preferable, with a prize drawing or extra dis-
count rewarding those who come early. Some stores send out a mailing to
the preferred customers on their mailing list, offering a day or two head
start on any sale before it is advertised to the general public. Notices sent
bulk mail do not necessarily arrive when you want them to, so send these
private sale invitations out early enough that those on the mailing list will
be sure to receive them several days before the “customer appreciation
days” of early sale shopping.

Reduced Price Offers
Promotional pricing on individual items, or entire lines, can be used

to draw customers’ attention to them. Often suppliers offer special pricing
on their products, allowing retailers to promote the line on sale while
maintaining full markup. You can mark items with a sale price, or use a
percentage off sign and take markdowns at the register. Most customers
are not very quick at math, so unless you are offering something simple
such as a 10 percent discount, you may wish to put the sale prices on the
merchandise in addition to the sale signs.

“Before” and “after” prices are an effective way to draw attention to
an attractive price. We use a white tag to show the regular price and a red
tag marked “special” for the promotional price. Keep in mind that if you
state that an item is “regularly” one price and is “now” a lower one, you
could be required to prove that it was indeed originally the higher price.
In London, Harrods Department Store brings in truckloads of special mer-
chandise for its huge annual sale, putting it all out at “regular” price before
the sale in order to stay within the letter of the law.

Variations on price promotion include “buy one, get one free,” which
is equivalent to a 50 percent discount off each item. When I was a child in
Pennington, New Jersey, I loved the corner drugstore’s Penny Sale. If you
bought one notebook for full price, you could buy a second one for only a
penny (which even then didn’t usually buy much). I’m not sure that 
I would have been as intrigued by a “half off selected notebooks” sale, 
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although that is really what was being offered; a second notebook for
“only a penny” seemed to be a real bargain.

Gift with purchase (GWP) is another way to “discount” a specific
item by selling it at full price but offering a second item with it for free.
Toiletries are often offered this way, with the value of the travel bag or
other GWP sometimes exceeding that of the perfume. These promotions
usually originate with the supplier, but there is no reason that a nursery,
for instance, can’t offer free flower seeds with a special garden tool set.
Customers love the idea of getting something for nothing.

Percentage-off sales, in which customers get a discount off retail
prices, are usually fairly straightforward, but there is room for creativity in
conducting this type of sale if you wish to introduce an element of chance.
Shoppers select their purchases knowing only that they will receive a dis-
count ranging from 10 to 50 percent. At the register, customers open an
item in which a slip of paper has been hidden revealing their discount.
These slips can be hidden in helium-filled balloons, plastic Easter eggs, or
even fortune cookies. Carry the balloon, egg, or fortune cookie theme
through in your advertising and window displays, making the sale part of
a coordinated special event.

Price Promotion in Ads
The majority of all advertising for department stores and discounters

is centered around price, and few specialty stores can compete with the
giants on price alone. Ads for individual products should sell the features
and benefits of the item, and perhaps also mention service, location, or

T Q Diamonds, of Madison, Wisconsin, made an offer that appealed
to the gambling nature of their customers: Every gift purchased in the
store between Thanksgiving and Christmas would be free if it snowed
more than 3 inches on New Year’s Eve. Owner Timothy Quigley re-
ported a sales increase of 50 percent over the previous holiday season.
Oh, and it did snow on New Year’s Eve, although not a full 3 inches—
but his gamble was covered by a special insurance policy from the
World Wide Weather Insurance Company, just in case.
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other factors that might draw a customer to your store. Having said this, I
hasten to add that you probably also need to mention price, and the price
should be reasonably close to what a big store would charge. The fact is
that most customers want high value, quality service, and the lowest price.
Not all items in your store need to be at the same low price as a dis-
counter’s, but the items you advertise should be competitive.

PROMOTIONAL METHODS AND IDEAS

There are many ways other than holding a sale to bring new customers
into the store and to encourage existing customers to return. To select the
best approach for your shop, it is important to think about whom you are
trying to reach in your promotion and what will motivate him or her to
make a special trip to your store.

You may find that different promotions are necessary to reach vari-
ous parts of your target market. As long as your efforts are in keeping with
your store image, and aren’t all aimed at the same consumer, there is noth-
ing wrong with running several promotions at the same time.

Coupons
Coupon promotions are an excellent way to test the response to store

advertising, since they require customers to bring in physical proof that
they have seen an ad. Coupons can be distributed in many ways: through
direct mail, in print ads, as bag stuffers, via the Welcome Wagon program
for newcomers, or even door to door (as long as you don’t use the mailbox,
which postal regulations restrict to U.S. mail). But coupons are not for
every store. They are not upscale enough for very sophisticated shops and
may be ineffective for stores depending mostly on transient tourist or
walk-by traffic.

A number of services specialize in delivering coupons. In many areas
there are companies that issue coupon books, such as the national Enter-
tainment Book, which are sold to consumers by nonprofit groups. If you
are in a tourist area, you might suggest that merchants, restaurants, and
motels put together a tourist packet to be mailed to visitors calling or writ-
ing for information. Coupons can also be sent out together with offers from
other businesses in a marriage mail packet, so called because it combines the
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advertising from one firm with that of several other noncompetitive busi-
nesses, allowing everyone to share the cost of the mailing. Coupons are an
effective way of bringing existing customers back into the store. At the time
of purchase, give customers coupons to be used during their next visit (as
seen in Figure 9.1), or offer a free gift with a cash register receipt from the
previous month.
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In order to make a coupon work well, the offer must be attractive
enough to motivate a customer to make the trip to the store and to bring it
along. A 10 percent or greater discount storewide, or on popular items, or
a special free gift or service are all enticing coupon offers. The cost of any
giveaway items should be considered part of the advertising budget. If
coupons for a free sample bar of Crabtree & Evelyn soap cost $50 to print
and distribute, and 200 bars wholesaling for $1 each are given away, the
total cost for the promotion is $250. The cost per customer brought into the
store is $1.25, which probably would compare favorably to the response to
other forms of advertising at the same cost.

A coupon need not be a plain, flat piece of paper. Hardware, crafts,
and used book stores have created effective coupons by printing their ad-
vertising on brown paper bags and inserting them in the local paper with
an offer that everything that fits in the bag will be 20 percent off. Printing
special bags does require a large order to be cost-effective, but shops with
several branch stores may be able to make use of this idea.

If you include a coupon in a printed newspaper or magazine ad, be
sure to request special placement on an outside edge so that customers can
tear it out easily. It is also important to proofread coupon copy carefully to
be sure that customers will not misunderstand the offer. Coupons should
always mention your store name and address and have an expiration date,
including the year.

Keep all coupons turned in by customers, making a notation in the
corner of the total amount of the customer’s purchase. This information
will allow you to measure the effectiveness of the promotion.

Valued Customer Cards
The cost of maintaining a current customer is considerably less than

that required to obtain a new one, and many stores make their regular cus-
tomers feel appreciated by offering them special benefits. Some book-
stores, including national chains such as Barnes & Noble, sell an annual
discount card to their regular customers for a nominal fee. The card pro-
vides a discount on all books purchased during the year, encouraging
shoppers to make their investment in the card pay off by buying all their
books from the same source.

The latest development in valued customer cards is the smart card, or
fidelity card, being used by some grocery chains. These cards look like
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credit cards but are not used for payment. When scanned at the register,
the card provides the customer with couponlike savings on advertised
products, check cashing privileges, and in some cases frequent shopper
points toward prize awards. The merchant is able to compile a useful data-
base on its customers from the smart card application form and from the
data captured with each purchase, allowing the store to target special pro-
motions and advertising at its best customers.

Frequent Buyer Programs
Retail stores have discovered another way of increasing customer

loyalty: programs that reward shoppers for the amount they spend in the
store. These customer loyalty programs, modeled after the airlines’ frequent
flyer programs, usually require that the customer keep track of purchases.
It is more customer friendly, but also more complicated, for the store to
keep records for each customer. The store might offer to keep a copy of the
frequent buyer cards on file, so that purchases are noted on both copies in
case one is misplaced.

At The Stitcher’s Crossing, a Madison, Wisconsin, embroidery and
handcraft store, regular customers receive a plastic key ring tag that gets
punched each time they make a purchase. Many other stores have a wal-
let-size record that can be marked each time a purchase is made, and it is
easy to create these on your store computer.

Another way to run a frequent buyer program is to ask customers to
bring in their receipts when they total enough for an award. A special
small envelope can be provided for shoppers to use for saving cash regis-
ter receipts.

What will you call your frequent buyer program? In an effort to
sound chummy, J. C. Penney established a “Bra and Panty Club.” When
I received my membership card, I asked the sales associate what sorts
of things go on at the Bra and Panty Club meetings. She didn’t seem at
all amused.

Rewards for frequent purchases range from “buy twelve pair, get
one pair free” and “free pair of socks with the fourth pair of shoes” at a
shoe store to a 50 percent discount on any one collectible figurine when
purchases total a certain amount at a fine gift shop. Awards can also in-
clude items that promote the store, such as T-shirts, tote bags, mugs, and
other items bearing the shop’s name and logo.
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Computerized Customer Loyalty
Even small shops now have the option of offering a more sophisti-

cated loyalty program at a reasonable cost, using a special software pro-
gram and customized credit card quality cards. These programs capture
data that can be used both for sending out rewards (usually in the form of
gift certificates) and for compiling information about customers’ buying
habits. We use Retail Loyalty, designed by Seaport Software (877-473-2767,
www.seasportsoftware.com). Customers are sold a card for $5 or are given
one when they spend $100 or more. Whenever a purchase is made, the
card is run through a special card swipe unit that records the amount of
the sale and credits the customer’s account. Once a month we attach the
card swipe terminal to our computer, upload the information, and print
out $5.00 gift certificates as rewards for every $100 in cumulative pur-
chases. We are able to determine the amount of the rewards we offer and
to put our logo and store information on the certificates. If you use a point-
of-sale (POS) system, you may be able to tie a loyalty program  into the
data being recorded by the cash register system.

We have customized the registration card for the Retail Loyalty pro-
gram so that it also provides us with information about customers’ inter-
ests, a mailing address, e-mail contact information, and birth dates. We
send out postcards offering our best customers a small birthday gift, and
use the other data to build our mailing list and to issue customized e-mails
about new products.

Discount Cards
It is growing increasingly common to offer a storewide discount to se-

nior citizens one day a week. In order to promote this benefit, we provide se-

At Canterbury Booksellers, in Madison, Wisconsin, the “Book a Night
at Canterbury Inn” program offers frequent buyers a free night in Canter-
bury’s opulent bed and breakfast. A night in the Clerk’s Room is the re-
ward for $500 in book purchases, and a night in The Miller’s Room is
free with purchases of $800. Members of their annual Canterbury
Card program receive an upgrade on any room certificate they earn.
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nior citizens who shop in our store with a special card that mentions our se-
nior citizen day, the discount amount, and a few low-markup items that are
not included in the discount. By asking customers to show the card in order
to get their discount, we eliminate having our employees ask customers
how old they are. We also have an opportunity to add their names to our
mailing list. A sample senior citizen discount card is shown as Figure 9.2.

We use a similar discount card to encourage restaurants to shop with
us by offering them 10 percent off on all items purchased for professional
use. A special discount card offers culinary students at the local technical
college a discount on their cutlery purchases. A hospital gift shop might
offer a special discount to the hospital’s employees. Other stores offer spe-
cial discounts to companies buying corporate gifts. Targeted discount
cards can be given to qualified individuals or businesses in the shop or
used as part of a promotional mailing aimed at a special segment of the
store’s market.

Collectors’ Clubs
The Bra and Panty Club may not enjoy getting together for meetings,

but many other groups of collectors do. Stores that deal with hobbies or
collectible gift lines can develop a loyal following by helping to organize
collectors’ clubs. If there is room, meetings can even be held in the store.
Your store can provide light refreshments and door prizes.
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The members of a collectors’ club should be encouraged to deter-
mine the course of the organization, with some guidance from the store
and the vendor for the collectible line. Meetings might feature guest speak-
ers from the supplier, new products introductions, and members’ sharing
their own collections. Our local teddy bear collectors’ club also does char-
itable work, donating teddies for the police to give to children who have
suffered a trauma.

Many bookstores offer book discussion groups a place to meet, lists
of suggested books, and a discount on the group’s choices. Be sure to offer
book group and collectors’ club members some special benefit in your
store, and keep in touch with their membership through your mailing list.

SPECIAL EVENTS TO ATTRACT 
CUSTOMERS TO YOUR STORE

A special event is often an effective way to create a sense of excitement in
your advertising, encouraging customers to come in during the one day,
or several days, that the event is being held. Special events are also fun for
staff members, providing them with the opportunity to do something a lit-
tle different with displays and hospitality.

Product Demonstrations and Seminars
Retailing as entertainment can mean just that: live music in the store

or a magician who entertains shoppers’ children. It can also refer to a
myriad of creative activities that bring customers into the store and en-
hance their shopping experience. Even shoppers in a hurry enjoy stop-
ping for taste samplings of specialty foods, such as those offered by A

The Hayloft, a complex of gift and clothing shops near Peoria, Illinois,
offers special “club plans” for frequent buyers of its collectible lines.
Shoppers must reach a minimum dollar level in purchases before
being eligible to join the free club plan, which entitles shoppers to
special offers as well as free merchandise when various levels of pur-
chase are achieved.
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Southern Season in its “Foods from Spain” promotion (Figure 9.3). And
those who are shopping as a recreational activity are attracted to stores
that offer something more than just sales and a display of products.

The Mall of America in Minneapolis is filled with every conceivable
type of shop, but the ones that are most memorable are those that feature
constant demonstrations of their products. At Barebones, a shop selling
products and toys relating to the human body, a staff member often stands
near the entrance with a rubber eyeball or other unusual product in order to
catch the attention of the hundreds of shoppers passing by. The Basic Brown
Bear Factory encourages customers to stuff their own bears, which are then
sewn and groomed by staff members before being dressed in the shopper’s
own selection of clothing. Engaging customers through entertaining demon-
strations and personal interaction invariably leads to increased sales.

Product demonstrations can be held at random times when the store
is likely to be busy or scheduled for specific times and promoted through
advertising. Larger stores may be able to schedule several demonstrations
at the same time, increasing their chances of good traffic. Ask your staff
members to demonstrate products, or ask your vendors to recommend
someone who specializes in this type of work. Sales reps often enjoy the
opportunity to get feedback from the buying public by demonstrating
items in their line.

There are as many different types of demonstrations as there are
products. Here are examples of a few:

• Cooking
• Crafts, sewing
• Cleaning techniques
• Food sampling
• Skin care and makeup
• Home decorating tips
• Care or polishing of metals
• Use of hand tools
• Children’s story hours
• Gardening techniques
• Fashion accessorizing
• Musical instrument clinics
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Figure 9.3 The “Foods from Spain” tasting at A Southern Season in Chapel Hill,
North Carolina, encouraged customers to sample a variety of Spanish products.
Note the use of Southern Season’s own “shelf talkers” to provide price and mer-
chandise information.



Having someone demonstrate an activity in your store window al-
ways attracts attention. Resort shops know how visitors, especially young
ones, can be mesmerized by watching someone make taffy or fudge or cre-
ate blown glass animals. Stores in other areas draw customers by featuring
craftspeople—weavers, spinners, calligraphers, or painters—at work in
their windows.

In addition to live demonstrations, consider making use of a small
TV/VCR unit to show informative videos about your merchandise. Ask
vendors for promotional videos about their products, preferably in con-
tinuous-loop format so you won’t need to remember to rewind. Keep the
volume low so that those not interested in listening are not distracted as
they shop.

Guest Appearances
Other special events in the store might include appearances by

artists, crafts people, or authors. The guests can answer customers’ ques-
tions about their work, pose for pictures with their fans, and sign auto-
graphs. If you invite a celebrity to your store, be certain that you can attract
enough interested customers to make the appearance worthwhile for the
guest visitor. Give some thought to providing a comfortable, attractive
place for the celebrity to sit, and have a staff member on hand to fetch
more product, a new pen, or a drink of water. Those who are on long pub-
licity tours appreciate any thoughtful hospitable touches that make them
feel especially welcome in your town and in your store, such as a home-
cooked meal, a gift certificate to a local coffee house, or a small fruit bas-
ket in their hotel room.

Suppliers or publishers sending artists and authors on tour to pro-
mote their products should provide you with publicity materials well in
advance of the event. They also usually send an agreement spelling out
your share of the expenses. If you decide to bring in a celebrity guest on
your own, you will, of course, need to pay for transportation, hotel, meals,
and perhaps an appearance fee. Check with retailers in nearby cities to see
if any would like to have the same person in their store, so that you can
share the airfare costs. You might also be able to contact a celebrity sched-
uled to perform a concert or play in your area, and arrange for the person
to make an in-store appearance to promote a product or charity in which
he or she has an interest.
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Costumed Characters
Families with children love the photo opportunity that a costumed

character offers. The classic “pictures with Santa” promotion is still a must
for almost every large mall in America, as is having the Easter bunny in
residence in the spring. A specialty shop can distinguish itself by offering
something a little different, such as an appearance by a children’s story-
book character or a life-sized version of a stuffed animal. Suppliers some-
times rent or loan costumes based on their licensed characters, such as
Cherished Teddies by Enesco or Hello Kitty by Sanrio. You might consider
an appearance by a local sports team mascot or your city or state’s beauty
pageant winner.

Costume shops can provide full body costumes, such as a cow for
June Dairy Month (a major event here in Wisconsin) or a nutcracker for a
Christmas promotion. Wearing one of these costumes is not as easy as it
looks. Our toy buyer, Nanci Bjorling, offered to lead a children’s parade
dressed as a troll during the heyday of troll collecting. The rubber head-
piece turned out to be quite hot, but of course she couldn’t take her head
off in front of the children.

Remember that the person in the costume can’t take a drink of water
or usually even speak while in character. Limit appearance time to an
hour, or build in breaks where the person can relax in private. It is also
very important to have an assistant on hand to handle inquisitive children
and to help the costumed character move around, especially if the costume
limits vision.

Some of the new superstores entering the specialty shop field have
permanent photo opportunities as part of the decor. In the Warner Brothers
stores, for example, children can get their picture taken next to a larger-
than-life Bugs Bunny made out of durable resin. Shops in tourist areas
should consider whether there is an outdoor display relating to their area
that visitors would enjoy photographing. Be sure to have a sign with your
store name placed so that it will be included in the picture.

Conducting Contests
The creativity of my customers never ceases to amaze me. We have

held many contests over the years, and only once, when we held a rather
vague “create a Christmas ornament” contest, have we been left with-
out enough entries to make an interesting display. Our two most recent
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contests involved decorating small silver Christmas trees (purchased very
inexpensively at the summer closeout sale of a competitor), and creating
holiday packages using gift wrap designed by Frank Lloyd Wright and
donated by Mani-G ’Raps. The results of both contests were spectacular.
We recently repeated the gingerbread house contest last held in 1988, and
although the entries were few, they were magnificent. We have also spon-
sored wooden nutcracker, dollhouse Christmas tree, guess the jelly beans,
and children’s art contests. Our chocolate dessert contests provided the re-
freshments for four gala chocolate festivals benefiting local music and
dance organizations. Our annual egg art contest, with a special category
for the best Ukrainian egg, is now in its twenty-fourth year.

The cost for running these competitions is extremely low. The con-
tests are promoted through flyers posted in the store and mailed to past en-
trants, as well as one or two print ads. We send press releases to the local
media, which usually result in at least one mention in the paper. 

Entrants fill in a form when they bring in their creation and are given
a receipt. Contest entries are all numbered so no one can see who made
each one. They are then judged by a volunteer committee of staff mem-
bers, sometimes assisted by one of our sales reps or another outside guest.
We give out as many prizes as possible. We keep a supply of inexpensive
prize ribbons, imprinted with the store name, on hand at all times for this
purpose. Winners also get merchandise prizes and gift certificates, with a
$50 or $100 shopping spree often serving as the grand prize. All entries are
displayed in the store or in the window. Shoppers love to see what other
customers have created, and we have received a great deal of free news-
paper and television coverage of our various contests.

Shops can also band together to hold competitions. Our shopping
street was enlivened one Halloween by a window painting contest, and 
an art contest for local preschools provided dozens of pictures to display
on various storefronts during a spring street fair. Shopping center stores
can band together to hold events such as a celebrity look-alike contest or
an Easter egg roll in the mall area. On State Street, a pedestrian shopping
mall in Madison, a contest for the best holiday window display encour-
ages every store to do its festive best.

Young customers enjoy guessing games, especially variations on the
old “guess the number of beans in the jar” contest. We tried this with jelly
beans once and accidentally broke the jar when we took it out of the win-
dow. I’ll never forget the challenge of counting slightly melted jelly beans,
interspersed with shards of glass, in order to determine the winner. The
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next time we did this we used little rubber dinosaurs—and counted them
on their way into the jar.

Most states have strict regulations about raffles requiring the pur-
chase of tickets, but allow stores to conduct free drawings, or sweepstakes,
for prizes. A prize drawing can be used to compile a special interest mail-
ing list during an event such as a celebrity artist’s appearance. Ask the
supplier sponsoring the appearance to donate a door prize, or have the
artist autograph an item from your stock to be given away. If business-
people are an important part of your target market, have a drawing that
customers enter by dropping their business card into a bowl. Add all the
names from your trading area to your mailing list.

Open Houses
Inviting customers to a one- or two-day open house sounds both

hospitable and homey. For many stores, the only actual event taking place
during an open house is the serving of refreshments, and perhaps a per-
centage off on a certain line, or item, in the store. To make an open house
more memorable, include live music (we favor quiet instruments such as
harp, flute, or dulcimer) and gifts or favors for everyone attending. Some
stores have drawings for door prizes or offer a special item for sale that is
available only during the event. Guests can be treated to a crafts demon-
stration, or have items signed by a visiting celebrity, or watch a video pre-
sentation about some of the shop’s merchandise. Staff should dress up for
the event, and you should use fresh flowers and other touches to dress up
the shop as well. An open house should always feature light refreshments,
such as punch and cookies or wine and cheese—but avoid sticky foods
that might cause messy fingerprints on the merchandise.

Offering a percentage of sales to a charity is an excellent way to at-
tract free publicity for your open house. Ask the charity to allow you to
use its name and mailing list to spread the word about your event. Be sure
to keep the charity’s staff informed about your plans so they can answer
any questions that come to them. Invite prominent citizens who are sup-
porters of the charity, and encourage them to bring their friends and asso-
ciates. Send out a press release about the event, and invite any members of
the press who might like to attend.

There are many types of open houses: a men-only shopping night, a
two-day event highlighting a certain product line, a private evening for
members of a club, or a seasonal open house officially launching the
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Christmas holiday season. We held two bridal open houses, with wedding
cake from a local bakery and flowers from a neighboring florist, to an-
nounce our entry into the wedding gift market. A hospital gift shop might
target staff nurses for a private reception, giving each a small angel pin as
a little gift. Art galleries traditionally use an open house event to promote
a new exhibit, serving light refreshments while patrons enjoy mingling,
admiring the work, and chatting with the artists.

The Grand Opening
The debut of a new shop or a branch store is a joyous occasion. The

celebration of a grand opening is an opportunity to announce the store’s
arrival and let the public know what type of promotion, hospitality, and
service the shop plans to offer. It pays to do it right, because you can only
do it once.

Most people wait a few weeks before inviting guests to visit them in
a new home. The same rule of thumb should apply to inviting the public
to the store’s grand opening, because there are always some glitches when
a shop first opens. Wait until most of the merchandise has arrived, the staff
has gained some experience, and the displays are set up the way you’d like
them to look. When you feel you have things under control, then it is time
to throw your store’s first special event.

A grand opening is often done in two parts: a private evening affair
for friends, neighbors, fellow retailers, professional advisers, and suppliers
and a two-day or one-week event open to the public. You could also invite
the members of the press, or influential city officials, to a special open
house soon after your store has opened. Entertainment, refreshments, and
special promotional pricing will help attract a crowd. Special signage and
advertising should be planned to promote the event, including invitations
mailed or delivered to neighboring households.

Themed Events
Bloomingdale’s pioneered the idea of an all-store merchandising and

marketing event that lasts for several weeks. These promotions were an es-
sential part of what was called “the Bloomingdale’s Blitz.” A theme, such
as products from China, was used to create displays and demonstrations
throughout the store. New merchandise was brought in, or even custom
made, for the event. Music, food, art, and entertainment throughout the
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store tied in with the theme. The result was a unique and exciting retail
event that fascinated and attracted curious visitors as well as serious 
shoppers.

A smaller specialty shop can’t put on an event as grand as one of
Bloomingdale’s, but the concept of putting together a longer, multifaceted
event based on a season, a merchandise category, or a country is a good
one. Work with several vendors to select a product mix that ties in with the
theme, and ask them to back you up with product samplings, special offers,
and demonstrations throughout the event. Arrange for window displays,
refreshments, and entertainment to fit the theme. If your event focuses on
merchandise from one nation, contact that country’s trade consulate or em-
bassy and ask for posters, brochures, and other promotional materials. We
promoted Danish, Norwegian, and Swedish goods with a Scandinavian
festival supported by the various embassies and tied in with a silent auc-
tion of items donated by our suppliers to benefit the Scandinavian Studies
Department at my alma mater, the University of Wisconsin.

Events Outside the Store
Not every retailer has the imagination to look beyond the four walls

of the shop for promotional opportunities, but those who do find new
ways to reach customers and interest them in their products. Bookstores
often sponsor book fairs in schools, bringing in children’s books on con-
signment and giving a percentage of sales to the school or parents’ orga-
nization. Gourmet specialty shops offer food tastings at international food
fairs. Interior design shops decorate rooms in charity designer showcase
homes or lend props to other stores to display in their windows. Dinner-
ware stores display their china and silver at bridal fairs, and hardware
stores set up booths at home improvements shows.

There are two types of out-of-store events: those that are strictly pro-
motional, such as exhibits and displays, and those that seek to sell mer-
chandise. For promotional events, insist on attractive signage to identify
the merchandise from your shop. Send along a supply of your business
cards, brochures, and store catalogs. For out-of-store events that involve
selling goods, you will need a travel kit with the essentials of day-to-day
retailing: a cash register or cash box, change, pens, charge card slips and an
imprinter, signs, scissors, tape, bags for the merchandise, and literature
promoting your shop. The literature you hand out should include a coupon
or other incentive to bring the shoppers into your store to see your full
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selection. Check in advance to see if you will need to bring your own 
tables, table coverings, carpeting, lights, and chairs. Take enough mer-
chandise and props to create an attractive display that will represent your
store well.

Over the years, we have set up temporary shops in a number of lo-
cations, including a cat show, a baby fair, an antique show, and an art fair.
It’s a lot of work to transport goods and set up the display, but it’s also fun
to isolate one segment of our merchandise, such as cat-related gifts, and
present them to a closely targeted audience. Several of the events we’ve
been involved in have had a charity tie-in, which is something we always
look for in promotions.

PUBLICITY AND PUBLIC RELATIONS

Paid advertising is often an integral part of marketing a special event in
the store, but one of the advantages of sponsoring a creative promotion is
that there is a good chance that it will garner some free publicity. There are
two advantages to this type of press coverage: you don’t have to pay for it,
and it has greater credibility with the public than the advertising you do
pay for. The disadvantages are that you can’t ever count on getting free
press coverage, and you have little control over the content of the coverage
you do get. Most newspapers, and radio and television stations, maintain
a policy of keeping commercial advertising and editorial coverage sepa-
rate, so spending a lot of money on ads is unlikely to have any effect on
how much feature coverage you are able to generate.

Because free publicity is a gift, it pays to be very nice to anyone from
the press. Many years ago an article about our shopping area failed to
mention one merchant, and she called the newspaper and read the poor
reporter the riot act. I’m sure that the next time that newspaper wanted to
do a feature on a specialty shop, hers was not the store they called. We are
contacted from time to time by reporters working on a seasonal shopping
story, or by a TV station needing a kitchen to film a segment on new trends
in cooking, and we always do our best to cooperate, even if we don’t end
up being mentioned by name.

When you are contacted by the media, cooperate in every way, keep-
ing their deadlines and other restrictions in mind. Do what you can to
make it easy for them to get the information and footage, or photographs,
that they need. Keep in mind that some days, such as Sundays, are slow
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news days, so your chances of getting some television or radio coverage
are much greater than on a busy weekday. Even if you haven’t sent out an
official press release in advance, you may be able to get a reporter and
camera person to come on short notice to cover some interesting event at
your store if the station is short of feature stories for that day’s news.

If you are to be interviewed for television or radio, ask if you can get
a general idea of the questions you’ll be asked a few minutes before the in-
terview begins. Tell the reporter how you would like the store’s name pro-
nounced and try to get him or her to mention the location, as well as any
other key points that you feel are important. Speak clearly and briefly.
Very little of what you say—just brief sound bites—will be used, so choose
your words carefully. Never say anything to a reporter that you don’t
want publicized, even if you are speaking off the record.

The Press Release
A press release announces an event, a unique new product line, im-

portant personnel appointments or promotions, an in-store visit by a
celebrity, or other newsworthy information, to the media. The more
human interest there is in your story, the more likely it is to be used. Re-
member that a press release should not sound like ad copy.

Press releases should be sent to TV newsrooms, magazines, and all
local newspapers, including the smaller papers in nearby towns. Shorter
press releases are appropriate for community calendars and other radio
coverage. Be sure to send out press releases at least two weeks prior to an

When Julie Baine opened her lifestyle boutique named “pod” in
Brookline, Massachusetts, she sent out a PR packet to every major
newspaper and magazine style editor in the Boston area. She season-
ally sends out updated photos of new products to these individuals
using her store’s digital camera. “For us, this approach has worked
wonders,” Julie reports. “The style editors continue to use pod prod-
ucts in glossy, color layouts, promoting pod’s presence as an alterna-
tive shopping experience.”
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event, and even earlier than that if you hope for coverage in a monthly
magazine. All press releases have similar basic elements:

• To: The name of the publication or station, and the editor or other
contact person

• From: The store name, address, telephone and fax numbers; and
the name and title of the store’s contact person for the media

• The date of the press release: If the item can be printed right away,
add, “For immediate release.” If the news is not to be announced
until a certain date, indicate “For release on . . . .”

• The facts about the product or event: For events, be sure to answer the
questions who, what, when, and where. State all key facts in the
first sentence. Write as if you were writing an article, not an ad.
Limit your release to one page, and be sure to mention the most
important information in the first paragraphs. If the story has to
be shortened, the final paragraphs will usually be dropped.

• Enclose good black-and-white photographs, or mention that they are
available: Be sure to indicate the store name and telephone number
on the back of all pictures, together with a caption and the photo-
grapher’s credit line. Include a signed release for any individuals
in the photo, especially if they are customers or other nonemploy-
ees. To avoid duplication, send photographs that will not appear
in your paid advertising.

When writing about an unusual new product, you might also en-
close a sample. This can also be an effective way to grab the attention of a
media person for a special event—for example, delivering a small box of
chocolate along with a press release about a chocolate festival. Keep in
mind that photographs and samples usually are not returned.

When you send out a press release, consider enclosing a general fact
sheet about the store. This information probably won’t be used by the
press, but it can’t hurt to supply it. The fact sheet, press release, and any
photos can be sent together as a press kit in an attractive folder with the
store name on the cover.

Press releases and kits can be mailed or delivered. It pays to know in
advance the name of the best person to contact at each publication or sta-
tion and to make sure the information goes directly to that person. Follow
up with a telephone call a few days later if you wish, asking if the release
has arrived and if there are any questions you can answer.
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Looking for a Publicity Angle
The key to getting in the news is to do something newsworthy.

Shops that are frustrated by a lack of free publicity often don’t have an
angle to get the press interested. Brainstorm with your staff about special
events, services, or products that set your store apart from others, and
send out press releases until you are successful at garnering some cover-
age. Don’t forget that business reporters are often eager for stories about
shops with an unusual approach to management or merchandising or for
information about stores that have recently expanded or changed. There is
also nothing wrong with sending out a press release to announce a signif-
icant charity donation you are making or a service project that your staff
is involved in.

Human interest and humorous stories are often considered news-
worthy. We once called a local columnist to tell him about the “nonsense
file” we keep, with clippings about the silliest products offered to us over
the past twenty-five years. Unfortunately some of his readers misunder-
stood the story, and we received numerous telephone calls asking the
prices of items we’d never carry, such as Styrofoam wind chimes (“if you
love the look but hate the sound”) and video aquariums. Add local news-
paper and magazine editors to your store mailing list so they are always
aware of what is happening at your shop. This is an easy way to be sure
the press hears from you regularly, but it shouldn’t take the place of for-
mal press releases.

Duane Barmore, owner of Chickadee Depot, garners free publicity
by offering to be interviewed in the media about his area of expertise, wild
birds. You can become known as an articulate spokesperson in your field
by volunteering to speak to community groups on subjects relating to your
merchandise. Bring along samples of what you sell, and don’t forget to
bring catalogs, product literature, and business cards. When we give talks,
we usually also bring a little gift for everyone attending and a coupon
offer to entice each person into the store. Invite a member of the press to at-
tend your talk, or send out a letter to the media mentioning that you are an
experienced speaker on a topic sure to be of interest to their audience.

Positive Press Relations
The press does you a favor by mentioning your shop, especially if the

feature is complimentary. (Thankfully, specialty shops are not usually sub-
ject to the same type of reviews as restaurants. A few negative comments
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in the press can quickly kill a fledgling eatery.) Remember to express your
gratitude to the reporter or publication, and mention that you’d be happy
to talk with the person again at any time.

Post framed copies of any positive articles about your store, along
with any popularity awards, such as “Best Antique Store,” you may have
won. You should mention these awards in your ads, and you might con-
sider borrowing an idea from movie ads and quoting a newspaper article
in your advertising, especially if a reporter has said something brief and
beneficial about your shop. The fact that the compliment comes from an
unpaid outside source lends it greater authority, just as any article or news
feature seems more trustworthy to the public than the advertising you
pay for.
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GOOD WORKS ARE
GOOD BUSINESS

The positive public relations generated by being a good corporate citizen
often far outweigh any advertising that could be purchased for the same
amount of money. Donating merchandise and sponsoring fund-raising
events are very visible ways of doing good, and those actions form a nat-
ural part of most specialty shops’ public relations campaigns.

Retailing also offers the opportunity to make a positive contribution
to the local and global community through wise buying choices, good en-
vironmental policies, and even thoughtful hiring practices. Generosity and
good business ethics can greatly enhance your store’s reputation as a busi-
ness leader, and most customers are eager to patronize stores whose spirit
and community involvement they admire.

CHARITABLE DONATIONS: WHAT 
TO GIVE AND WHO TO GIVE IT TO

On some of the slower days of winter, I think requests for donations
sometimes outnumber the customers wanting to buy things. Retail stores
are easy for nonprofit groups to approach and are undoubtedly asked to
give more often than the average insurance office or electrical contractor.
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Fortunately retailers are also more visible to the public, so we are in a po-
sition to gain more by supporting causes in which our customers are in-
volved and by helping to sustain the community our business depends on.

When someone approaches us for a donation, we always start by
asking a few questions:

• Who will benefit?
• How will the money or item be used?
• If the donation is for a fund-raiser, when is it?
• Is there any special benefit for donors, such as a free program ad?
• Have we donated before—and if so, what did we give?

We have a policy of giving to most arts, environmental, and social
service organizations. Since we’re not big sports enthusiasts, we tend to
say no to team sponsorships. We also don’t usually give to individual
churches or religious groups, although we always make an exception for
any charity in which one of our employees is actively involved.

In a small town, it may be very important that you donate to the
major service clubs, local schools, churches, and the Little League. In a
larger community you may feel freer to choose to focus on environmental
causes or to support the opera. The choice is yours; however, it helps to
have a policy in place so that you can give a quick and polite response to
those soliciting donations.

Every good cause is happy to receive cash, but this is rarely the best
choice of donation for a retail store. If a performing arts group is soliciting
funds, you can usually buy an ad in the program instead of making a cash
donation. Don’t just hand over a business card to be reproduced; a pro-
gram ad should be as attractive as the rest of your ad campaign. Program
ads tend to be standard sizes, so it is practical to have a few designed and
camera ready for this purpose.

Other charities might be able to use your monetary donation to pur-
chase uniforms or T-shirts, which could be printed with your name or
logo. If you donate money toward a fund-raising event, perhaps you can
be listed on the invitation as an underwriter or host.

When you make a cash donation, get a receipt from the charity, and
post the amount to the donation account in your bookkeeping system.
Most cash donations to nonprofit organizations are tax deductible. Mer-
chandise donations, however, do not get deducted from the donation
account, because when you take your next physical inventory, the value of
your inventory will have been lowered by the cost of the goods donated.
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It is still a good idea to ask for a receipt for merchandise donated, espe-
cially if you are tracking the causes of inventory shrinkage.

One of the advantages of having a shop is that you can generously
donate merchandise with a high retail value, and the cost to you is what-
ever you paid for it wholesale. For this reason alone, it is usually advanta-
geous to give goods rather than cash if the charity has a way to convert the
merchandise into money. Many nonprofit organizations hold raffles and
auctions to raise funds. When we are donating goods that will be bid on,
we first try to ascertain if the merchandise will be displayed or just listed.
A showy item representing our shop is the logical choice for auctions
where bidders will see the goods, especially our local public television
auction, which nets us free TV exposure. In most other instances, we give
a gift certificate, which will bring the high bidder into our store to shop.

We also get many requests for door prizes, but I’m not wild about
giving door prizes, because they rarely have a direct effect on the financial
success of a charity event. Still, we give small gift certificates and items as
door prizes when we can. We were able to provide almost 500 table favors
for the YWCA’s Women of Distinction luncheon for three years, thanks to
three of our favorite suppliers. Each donated small perfume, bath gel, or
hand lotion samples for the event, at no charge, and we added labels with
the name of our store.

You may want to give your customers a chance to support a fund-
raising project by bringing donated items to the store or making contribu-
tions to a monetary fund. Some stores also involve customers in the
planning of a major charity event by allowing their customers to vote on
which organization should be the recipient of the money raised.

The Thread Bear Fabrics Ltd. of West Vancouver encouraged its cus-
tomers and staff to create special quilts to benefit the Canadian Breast
Cancer Foundation. All seventeen quilts, showcased in The Thread
Bear and other shops on their block, were auctioned off over a two-
week period via e-mail bidding. In addition to the money raised from
the proceeds of the quilt auction, owners Janice Falk and Myra Framp-
ton encouraged the use of the “Quilt for Cure” fabric line, which con-
tributes a percentage of all sales to cancer research. Newspaper
advertisements and editorial coverage helped spread the word about
the auction, which was also featured on The Thread Bear’s Web site.
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Wholesale suppliers are often very generous when asked to donate
an item to be used as a raffle prize or auction item. When asking for a do-
nation, allow plenty of lead time, and be very specific about the nature of
the cause and what you hope will be donated. If you work through a sales
representative, you may find that the rep has out-of-date samples of prod-
ucts that he or she is willing to donate. Our reps know that we are happy
to find a worthy home for any merchandise they want to dispose of, in-
cluding one-of-a-kind greeting card samples that my Girl Scout troop for
many years sent to nursing home residents during the holidays. Follow up
any donation with a written thank-you note to both the supplier and the
sales rep.

It is fun to find toys and other small items from our suppliers to
order as prizes for children’s carnivals and seasonal events. We even have
a large wooden lollipop tree game (shaped like an orange tree, of course)
that we loan to school groups, complete with lollipops and prizes. The cost
to us is minimal, and the parents in charge of arranging for games and
prizes really appreciate it.

Finding Good Homes for Unwanted Goods
No matter how low you mark clearance goods, you will never get rid

of the very last item. Yet even a pathetic-looking pile of picked-over sale
items in most cases can be put to good use by someone. Resist the tempta-
tion to throw it all in the trash, and sort through the remainders looking
for items that you can recycle or donate to charity.

Some stores are hesitant to donate merchandise with their name on
it to local charities. I once stood in line behind volunteers from a local the-
ater’s garage sale who were humorously discussing some of the less de-
sirable items our shop had given them. You may want to avoid this by
transporting unwanted merchandise to a different part of the state. An-
other option is to remove all the tags or require the charity to do so.

Use your imagination when finding a home for unwanted goods.
Can some of the items be used by an after-school program as crafts sup-
plies? Could a kindergarten class use them to play store? Would a nursing
home find them useful as tray favors? Charities that sponsor flea markets,
garage sales, or resale shops are often happy to receive odds and ends, but
avoid the temptation to donate shopworn or unsalable merchandise to
those asking for donations for auctions and raffles. If a cause is going to
showcase your donation, give something you are proud of.
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FUND-RAISERS AND BENEFITS

As a retailer, you are in a unique position to hold fund-raisers of your
own, either as an effort to help a charity in which you believe strongly or
to give a boost to a store promotion such as a grand opening. When you
decide to do something to help a charitable organization, be sure to contact
its office or board of directors so it can assist you. The organization will
probably end up fielding telephone calls about the event, so keep its staff
well informed.

One of the most popular ways of doing an in-store fund-raiser is to
pledge a percentage of all sales, or sales of a particular item, to the cause—
perhaps for one day during regular store hours or at a special event dur-
ing a time you are normally closed. Dozens of retailers participate in
Madison’s citywide AIDS benefit day, and our street for many years held
a nursery school benefit evening, with the shops only open to the parents
and friends of the local schools. In either case, the hope is that shoppers
will spend a bit more than they would have otherwise, so that the 5 to 15
percent donated to the charity is offset by an increase in sales. If you are
doing a benefit for a charity, ask if it will send a notice to its members and
other supporters announcing the event. This is an excellent way to attract
new customers. We also invite the group to have representatives in the
store the day of the benefit, thanking people for shopping and giving out
information about their organization.

For a grand opening, you might choose to have a gala evening bene-
fit with special refreshments and entertainment. If you want to allow vis-
itors to shop, you can pledge a percentage of sales, but otherwise you can
either make a generous cash donation in honor of the occasion or have pa-
trons buy admission tickets, with all the proceeds going to the cause.

J. T. Puffin’s, a toy and gift store in Madison, Wisconsin, helps local
nursery schools and day care centers acquire new playthings and ed-
ucational materials by recording the purchase amount whenever a
customer mentions the name of his or her child’s school between Sep-
tember and December. J. T. Puffin’s then donates a merchandise gift
certificate to the school valued at 10 percent of these sales.
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For several years we sponsored a chocolate festival as a fund-raiser
for local arts organizations. The bountiful chocolate buffet featured culi-
nary creations that had been entered in our two chocolate cooking con-
tests. The entrants in the amateur competition were rewarded with
numerous prizes donated by our suppliers. In the category for profes-
sional chefs, restaurants, and bakeries, the prizes were framed certificates
to display in their place of business, and of course these certificates men-
tioned our shop as sponsor. At the chocolate gala, little girls dressed as
chocolate kisses sold Hershey’s Kisses with numbers under them that
could be redeemed for small prizes, such as chocolate bars, also donated
by our suppliers.

When a Ronald McDonald House, for the families of critically ill chil-
dren, was being built in Madison, we supported it by publishing The Orange
Tree Imports Cookbook. The book includes recipes from our staff and our
cooking school instructors, and the proceeds furnished one of the guest
rooms at the house. (To be truthful, we still have cookbooks on hand, but
we went ahead and made the full donation the year the house was built.)

SELLING GOODS THAT DO GOOD

Many years ago, we started selling UNICEF cards at Christmas, with 100
percent of the sales benefiting the United Nations Children’s Fund. Obvi-
ously we lost some sales of our regular boxed Christmas cards to those
buying UNICEF cards, but we felt strongly about supporting this cause.
Today many of our most popular lines of Christmas cards and calendars
are published by nonprofit organizations such as the Sierra Club, the World
Wildlife Fund, and the Audubon Society—and we earn full markup on the
merchandise. We still feature UNICEF cards, of course, but carrying these
other lines is a painless way to support other worthwhile causes and to
allow our customers to feel good about their purchases.

Many of our other suppliers have selected a charity to work with and
are pledging a percentage of sales on certain items to these organizations.
The amount of money that ends up being donated is generally kept confi-
dential, but in the case of companies like Department 56 and Enesco, both
suppliers of collectibles, gifts, and seasonal items, their corporate dona-
tions are in the millions.

Local groups have come to us with calendars, note cards, and Christ-
mas cards that they have produced, and we usually carry these in the store
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at no markup in order to support their work. Since we are more aware of
merchandise trends and marketing than they are, we also offer to advise
them on the items they are producing. Unless the production cost and art-
work is all donated, local nonprofit groups can easily end up losing, rather
than making, money on the merchandise they produce.

Taking a Stand—What You Don’t Sell
What you decide not to sell is also a reflection of what you and your

business stand for. If you believe that war toys and play guns are harmful
to children, then your toy shop should boycott that category. Selling ciga-
rettes is a profitable business, but if you want to discourage smoking, your
pharmacy or grocery store should not offer them.

Many other buying decisions are less clear. Should a bookstore offer
works that it considers to be racist or offensive to women? The University
Bookstore in Madison had a book on its shelves from a small press on
how to shoplift. Where should the line on free speech be drawn? Should
your shop buy products from manufacturers that may exploit their work-
ers, knowing that if you don’t, these workers will be unemployed?
Should you boycott countries that have human rights policies you find
objectionable, even though your dollars would help the innocent people
who live there?

All of these decisions require careful consideration and some diffi-
cult deliberations. You might involve your staff members in discussing
these issues and in establishing a policy that reflects your store’s philoso-
phy and image.

ENVIRONMENTALLY SOUND RETAILING

When Earth Day and the environmental movement captured the imagi-
nation of the public in the 1980s and 1990s, the retail industry jumped on
the bandwagon, creating thousands of T-shirt designs with rain forest slo-
gans and entire stores dedicated to Mother Nature.

The irony, of course, is that Mother Nature would undoubtedly pre-
fer to be left out of the retailing world. There are frankly very few products
sold in the name of saving the environment that actually do any good, be-
cause consumption itself is usually a negative. Unless a store sells nothing
but items such as bulk foods and natural fiber clothing, chances are that it
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is encouraging people to buy things they don’t really need. But this does
not mean that shopkeepers have no means of sharing in the responsibility
for the future of our planet.

In The Ecology of Commerce (New York: HarperBusiness, 1994), Paul
Hawken, founder of the Smith and Hawken gardening catalog and shops,
challenges small businesses, including retailers, to conduct their busi-
nesses according to this economic golden rule: “Leave the world better
than you found it, take no more than you need, try not to harm life or the
environment, make amends if you do.” While admitting that much of
what consumers will buy is unnecessary, he argues that there is virtue to
be found in marketing items “of clarity and simplicity, products that cut
through the clutter of our lives and allow us to perform the daily acts of
living in a more satisfying way.” These items should be “objects of dura-
bility and long-term utility whose ultimate use or disposition will not be
harmful to future generations.”

The consumer, unfortunately, is not always willing (or able) to pay
for lasting quality. Although it makes sense to offer a range of prices to sat-
isfy all customers, a retailer should not knowingly carry items such as
poorly made plastic toys with a short life span of play value and a long life
span in a landfill.

Durability is not always a factor in buying decisions, of course. A
clothing retailer, for instance, knows that no fashion will last forever. Most
clothes are, however, easily reusable and eventually recyclable into scrap
fiber. Some types of fabrics, such as natural, undyed cottons, do less harm
to the environment in their manufacturing process than synthetic materi-
als. Educating the consumer about these factors can lead to an environ-
mentally informed decision, although the percentage of customers making
choices based solely on environmental factors is still quite limited.

A clothing store can encourage customers to recycle used clothing by
donating items to those in need. Other types of stores can take trade-ins of
furniture, working appliances, and additional items that still have a useful
life ahead of them, donating them to a local charity.

Some bookstores use the trade-in concept to add used books to their
selection. Patrons are given store credit for the used books they bring in,
which stimulates sales at the same time that it keeps books from being
thrown away.

Many retail businesses are natural recyclers. Antique shops, vintage
clothing stores, and even baseball card dealers keep products flowing back
through the economy rather than creating new goods. But those that must
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purchase new goods to sell can still give consideration to the ultimate dis-
position of these products once the consumer tires of them.

Where Will Your Merchandise Go?
Countries such as Germany and Japan are starting to insist that man-

ufacturers plan for the disposal of a product, or at least its packaging,
when they manufacture it. In the United States, we have a long way to go.
Inexpensive trash removal that carries the problem of discarded merchan-
dise out of sight often alleviates any pangs of conscience we might have
when buying a new product to replace an old one. But where do old ap-
pliances, computers, or broken pieces of furniture go when they die? Even
if they can be incinerated, the fumes may contribute to air pollution. And
we are kidding ourselves if we think that the manufacturing process in-
volved in creating many of the new goods we sell does not contribute to
the destruction of the environment.

The environmentally conscientious buyer takes reuse, recyclability,
easy disposal, and safe manufacturing procedures into consideration and
selects products that do the least harm. Biodegradable plastics, for exam-
ple, are better than other plastics because they will eventually disintegrate
after being thrown away. But unfortunately these issues are rarely clear-
cut; few standards have been set for what qualifies as biodegradable and
recyclable. One manufacturer of plastic garbage bags, for instance, claimed
that its were biodegradable, when in fact they just broke up into small but
long-lasting particles. Evaluating these factors for every product used or
sold in a store requires a commitment few people are willing to make.

As we move toward more international awareness of the importance
to us all of considering environmental factors, manufacturers will un-
doubtedly make it easier to compare the environmental impact of various
products. Meanwhile, spending your buying dollars with companies that

Carmen’s, a ladies’ specialty store known as The Coat Store of Madi-
son, sponsored a charity coat event for more than twenty-five years.
Customers received an allowance of up to $30 toward a new coat for
every coat that was brought in. Thousands of good used coats were
cleaned and repaired at Carmen’s expense and given to those in need.
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clearly express concern for the natural world will encourage others to im-
itate their environmentally sound practices.

Educating the Buying Public
Retailers have a unique opportunity to educate customers about the

choices they can make regarding factors such as the durability and useful-
ness of the products they buy. A mission of Whole Foods, a creative house-
wares and health food market, is to educate customers about the origins
and uses of all the products it sells, with entire file drawers full of free in-
formation.

Product selection can also help customers make educated choices.
When offered beautiful stationery products that happen to be made of re-
cycled paper, or paper that is chlorine-free, customers often select items
that will have less of a negative impact on the environment than those usu-
ally offered by mass merchandisers. There is still some question as to
whether customers are willing to pay more for environmentally friendly
products, but for about the same price, they often appreciate this feature.

The Product Packaging Dilemma
Even shops selling goods that are consumable, such as foods and toi-

letries, have to face the dilemma of packaging these items. At the same
time that we have become concerned with reducing packaging for the sake
of the environment, additional packaging has been encouraged in the in-
terest of safety and hygiene.

Unless you are a very large operation, you will have little control
over how items come packaged to you. You can try to specify that you
want an item not packaged, in case the supplier has the ability to provide
the merchandise that way. But very few items are offered with optional
packaging, because manufacturers and importers prefer standardization.
They also like to package items to reduce breakage in shipping and to pro-
mote awareness of their own brand name. Many stores want to receive
items packaged because the larger size is thought to discourage shoplift-
ing. This was the rationale behind the shrink-wrapped cardboard “long-
box” on compact discs, which were eventually eliminated after musicians
such as Canadian singer Raffi protested their wastefulness.

A package can also provide information about the product that will
help sell it to the consumer and give directions for the item’s use. It can
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allow an item to be hung, or pegged, for display. It can enhance the ap-
pearance of the merchandise and preserve the freshness of perishables.
And yet in many cases we have to question the long-term effects of pack-
aging that will outlive its contents by decades.

In evaluating whether to buy merchandise that comes packaged,
take these factors into account:

• Is it necessary for this item to be packaged? (If not, is the same
item available elsewhere unpackaged?)

• Is it overpackaged? 
• Can the packaging be reused or recycled?
• Is the packaging biodegradable, or can it be incinerated?
• If an item doesn’t come packaged, will customers expect the store

to put it in a box when they buy it?

Do You Have a Box?
Customers often expect a gift item to be put into a box so that it

can be wrapped, and certainly no one would want to struggle with gift
wrapping a stuffed kangaroo without boxing it first. But many items come
already boxed, and it is a waste of resources—environmental and finan-
cial—to take an item out of its box and put it in a gift box. Instead of doing
this, we offer to gift wrap over the manufacturer’s box for free.

For items that don’t come boxed, we provide gift boxes. Many pack-
aging suppliers offer gift boxes made at least in part from recycled paper.
These boxes are often attractive enough to require only a ribbon and bow,
saving on the gift wrap paper that would have been used to overwrap it.
Some stores use decorative paper gift bags, made of recycled paper, as
their store wrapping.

Almost all stores use bags for customers’ merchandise. Most man-
ufacturers offer bags made at least in part of recycled paper, and of
course paper is easily disposed of. Paper bags do, however, take up con-
siderably more storage space than plastic ones. Thin plastic merchandise
bags are especially popular throughout Europe, along with heavier plas-
tic tote bags.

The Danish grocery chain Irma has developed a wonderful solution
to the proliferation of plastic carrier bags: It charges customers a small fee
for each bag, encouraging their reuse, and uses the money to support the
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work of artists whose creations are featured in full color on the sides of the
bags. Customers are much more likely to reuse a bag that is a work of art.

Packaging for Shipping
On a windy garbage day, one used to see swirls of Styrofoam

“peanuts” being chased by broom-wielding shopkeepers in the alleys be-
hind neighborhood shops. This wonderful, lightweight packing material
was a shipper’s dream: easy to use, clean, and with a safe cushion for all
the different kinds of merchandise being shipped in cardboard cartons.

But these peanuts have a tendency to escape from trash containers,
and, more unfortunately, they have a tendency to last forever in landfills.
Merchandise coming in our back door was almost always packed in
peanuts, and merchandise going out the front door hardly ever was. The
result was a buildup of packing materials that far surpassed our store’s
ability to reuse them in shipping mail order purchases out to our cus-
tomers. Happily, we were able to find a small ceramics manufacturer and
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a pack-and-ship operation that are only too happy to get our Styrofoam
peanuts for free, so we now leave them stacked in cartons or bags for
pickup by one of these companies.

Some of our suppliers have started using new packaging materials
that look like Styrofoam but dissolve in water. Others are experimenting
with actual popcorn, which can either be dissolved or eaten by animals.
This doesn’t take into account the fact that mice are sometimes a problem
for shops, but it is an original and organic solution to the packing dilemma.

Minimal Impact Retailing
The catalog of REI, a national outfitter for outdoor sports, suggests

that customers practice “minimal impact” camping and hiking. As a re-
tailer, you can also try to minimize your impact on the environment by
making intelligent choices about how your store is operated. In addition to
making wise choices when buying merchandise, the environmentally
aware shopkeeper makes informed decisions regarding such variables as
energy usage, paper, and recycling.

A retail store usually requires an immense amount of lighting every
hour that it is open. These lights generate a lot of heat, placing heavy de-
mands on air-conditioning during hot weather. In cooler months, energy
is needed to heat the store, with constant heat loss from customers’ open-
ing the door to outside air. The only positive side is that retail stores sel-
dom have as many windows as a private home, so heat loss through glass
is usually minimized.

There are lighting choices that use less energy than incandescent
bulbs and have a longer life expectancy per bulb. Energy-saving fluores-
cent fixtures can be used where spotlighting products is not important,
and low-wattage halogen bulbs can be used to provide intense spotlight-
ing. Check with your local power company for information on the best
way to save energy when designing lighting for a store.

Ceiling fans, setback thermostats at night, and other energy-saving
tips used by home owners can apply equally well to retail shops. Some
stores in cold climates save heating energy by using a revolving door, or a
small entrance vestibule requiring customers to come through one door
and close it before entering the second door. These entranceways keep
blasts of icy air from coming into the store with each customer, but they
are cumbersome for the disabled, parents with strollers, and customers
carrying packages. You will need to provide an alternative entrance if 
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you have a revolving door, or automatic door openers on double-doored
vestibules.

Recycling in the Store
Recycling the aluminum soda cans from your staff lounge may have

a very small impact on the environment, but recycling the mountain of
cardboard and paper your shop generates can make a big difference. We
are fortunate to have public recycling of cardboard, newspapers, and mag-
azines in Madison, but the city requires that all cardboard cartons be flat-
tened, cut to a certain size, and tied together, which is impractical for the
weeks when we receive several hundred boxes. We choose instead to pay
for private pickup of the cardboard boxes we can’t reuse and our office
paper trash. We have to remove Styrofoam peanuts, plastic bubble pack,
and other nonpaper items, but this sorting process is much easier than
flattening and bundling.

A store that generates a lot of office paper might consider investing
in a shredder to convert this trash into packing material for outgoing ship-
ments. We reuse the cleanest cartons in which we receive merchandise to
send out shipments of customers’ purchases. They may not look as spiffy
as brand-new boxes, but they are usually quite serviceable.

GIVING SOMETHING BACK

One of the benefits of success in retailing is the ability to contribute some-
thing to the well-being of the community that sustains the store. There are
many ways to do this: through ecological action, support of the arts, part-
nership with the schools, and volunteer activities. You can act locally or on
a more global scale.

To have a positive environmental impact on your own neighbor-
hood, look for an opportunity to plant trees or restore an older building
that otherwise would have been torn down. On a larger scale, you might
choose to support conservation groups such as the Sierra Club by selling
their licensed products, or by holding a fund-raiser for an organization in-
volved in environmental issues around the world. Just by taking respon-
sibility for the impact your shop has on the environment, you help ensure
the future of the community in which you hope to do business for many
years to come.
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Become a Patron of the Arts
Your support and advice can make the difference between success

and failure for a craftsperson or artist. Galleries have traditionally played
an important role in the work of artists, promoting their work to collectors
and handling business transactions so that the artist is free to create. Many
well-known artists owe their rise to fame to an art dealer who truly be-
lieved in their work.

The role of patron is not limited to art galleries. Almost any shop can
purchase some merchandise that is handmade by a craftsperson or artisan.
Even if these purchases are made through an importer or wholesaler, the
income eventually will reach the artists, making it possible for them to
continue to ply their craft.

The income derived from handcrafts can have a significant impact on
the life of a person living in poverty. By buying a product that someone has
made, you may be helping that person support his or her family and com-
munity. Shops such as Ten Thousand Villages carry only items made by ar-
tisans in Third World countries who need a dignified way to make a living.
Many of the crafts they sell are traditional arts from the area, so their shops
are helping to preserve cultures that might otherwise disappear.

One World Market in Durham, North Carolina, has taken to a new
level the idea of using buying dollars to help people. In addition to pur-
chasing handmade products, it has given a grant of $1,000 to Candlemak-
ers of Hope, a crafts co-op made up of women trying to help themselves
escape the grip of poverty. Thanks to One World, Brenda Johnson of
Candlemakers of Hope can now say, “A few months ago we were welfare
mothers looking for a break. But now we are actually struggling business-
women with viable contacts and inventory—and we are beginning to see
the light at the end of the tunnel. That light is a candle and it is burning
bright.”

If artwork and handmade crafts do not fit with your merchandise
mix, consider helping artists by using their work as part of your store
decor or displays. At Una Mundo, a card and gift shop in New York, the
work of part-time employee Tim J. McCarron was used to decorate the
walls. The result was public exposure for the artist, leading to a show at
the National Arts Club.

Many theatrical and musical groups ask retailers to advertise in their
programs, a good way to get your shop name associated with excellence in
the performing arts. We also serve as a ticket outlet for local groups, which
brings customers into the store. When a group asks us to sell tickets, we
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have them fill in a form that lists the details of the event, ticket prices, how
many tickets we’ve received, and who is authorized to pick up money or
bring more tickets. We sometimes receive a pair of complimentary tickets
in thanks, and we give these to our staff.

Public television underwriting is considerably more expensive than
a program ad, but can be an effective way to “buy” television advertising
for your store. Surveys of our customers indicate that many of them are
supporters of public television, so it makes good sense for us to be under-
writers. We look for shows that have a relationship to what we sell, and
there are customers who drive to our shop from adjoining states because
they have seen our name as a sponsor of cooking programs with Julia
Child and Jacques Pepin.

Partnerships with Schools
The students of today are the employees and customers of tomor-

row. There are several ways your specialty shop can play a positive role in
your community’s schools. You can offer to speak to classes about retail-
ing or about some of the merchandise you carry. You can invite groups to
tour your store, including a behind-the-scenes look at what is involved in
running a business. Every year we host a group of elementary school stu-
dents studying ESL (English as a Second Language). I particularly enjoy
trying to show each student some merchandise from his or her home
country, and I ask them questions about the items to give them some prac-
tice in speaking English. One year I showed them some black pasta and
asked them to guess what is used to make it that color. Squid ink is the cor-
rect answer (which is why I’ve never eaten any, I must admit), but this
question really had them puzzled. They knew Americans had strange eat-
ing habits, but they couldn’t quite think what we would eat that was black.
Finally one little boy raised his hand and shyly asked, “Ants?”

Many high schools have work-study programs in which students
are placed in local businesses to gain real-world experience. If your oper-
ation could offer some challenging work to high school students, call your
nearest high school for details about this program. Work-study students
sometimes continue in their jobs after graduating, so this could be a
source of future employees. There may also be a program in retailing at
the high school, running the school store, or the concessions at sports
events that could use your help as an outside adviser. Consider sponsor-
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ing an entrepreneur club after school, encouraging students to learn about
small business and free enterprise. Their math and reading skills, as well
as their self-confidence, will benefit from starting and running their own
business projects.

High schools and middle schools are always looking for incentives
to motivate students to come to school, stay in school, and do well acad-
emically. In Spring, Texas, merchants offer discounts to students who
achieve good attendance, complete their assignments, and do well in
class. The stores at East Towne Mall here in Madison provide thousands
of dollars worth of merchandise and gift certificates to the middle and
high schools in the area, to be used as incentives for student achievement
programs.

COMMUNITY LEADERSHIP

You may not have the influence of a celebrity spokesperson like Robert
Redford, but by virtue of being a retailer, you have more status in your
community than many less visible businesspeople. You can choose to use
that position to help the entire community, as Gift Gallery/Northridge
Pharmacy of southern California did. When the town was devastated by
an earthquake in 1994, the owners turned their shop into a rallying point
for the community. They set up a first aid station and provided replace-
ments for critically needed prescriptions for all customers at cost. Those
who could not pay were given them for free. As the community started to
recover, the pharmacy put up a mural in place of its broken windows, en-
couraging other businesses to stay and rebuild.

Pegasus Games, a unique shop in Madison, Wisconsin, with the motto
“Games You Never Outgrow,” encourages high school and middle
school students to do well academically by offering a 10 percent dis-
count on any one purchase to students with a 3.0 or higher grade point
average. Students with a perfect 4.0 GPA get 20 percent off. “We hope
to instill the idea that gaming is for after the studies are done,” says co-
owner Lorece Ferm Aitken.
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Your store can serve as a focal point for a special interest group such
as writers, feminists, runners, or even model train buffs. You can provide
these groups with leadership, materials, lecturers, and a place to meet. In
exchange, they are likely to become loyal customers. At GAIA Bookstore
in Berkeley, California, the customers even held a fund-raiser to keep the
store open when a new chain bookstore threatened its existence.

Mentoring other businesspeople can be a way to help your commu-
nity. Many years ago, we helped organize the first merchants’ association
in our area. In addition to stretching our advertising dollar by doing joint
promotions, we encourage and support each other, to our mutual benefit.
As an experienced retailer, I am happy to be able to meet with individuals,
especially other women, who are thinking of starting a retail or a whole-
sale business and offer them some guidance.

Hiring That Helps
The Americans with Disabilities Act mandates that businesses make

jobs available for those with physical disabilities. In many situations, this
is no sacrifice on the part of the employer, because staff members who
need some assistance are usually just as valuable as those who don’t. We
often assume, however, that most jobs in retailing are too physical for
someone in a wheelchair or require more communication than a person
who is blind or deaf can easily handle. But I have been waited on by a deaf
employee at Wal-Mart and have seen someone stocking merchandise from
a wheelchair there. Perhaps the rest of the retail world will learn a lesson
from this discount giant and give physically disabled employees more 
opportunities.

There are also individuals who need meaningful work in their lives
who cannot perform the same jobs as others. If you need someone to do
routine clerical tasks, stocking, or housekeeping duties, consider contact-
ing an agency that places mentally, emotionally, and physically chal-
lenged individuals in businesses. The agency often provides customized
training and a job coach to help the client succeed at work. It will also help
make the rest of the staff comfortable with the employee.

Tasks that arise from time to time, such as stuffing envelopes with
sales literature or attaching labels to hundreds of table favors for a fund-
raising event, can be performed in a sheltered workshop. Check to see 
if there is a facility in your community looking for projects for its clients.
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There are many ways your payroll dollars can be used to help those in
need.

GIVING TIME

If your shop decides to support a particular cause, your staff may want to
be involved. The best way to ensure their participation is to have staff
members participate in the decision about what charity to support, but in-
volvement beyond duties directly related to the shop should always be op-
tional. Employees may already have projects of their own—or may not
share your enthusiasm for the one you select.

Adopting a cause can be a good way to build team spirit among staff
members. One year we bought gifts for a large family in the rural South
through the Box Project, a nonprofit organization that assigns donors to a
specific family in need. Many staff members brought in wrapped gifts to
supplement those purchased by the store. Other shops sponsor a staff
team to participate in a fund-raising run or bike-a-thon, or they get to-
gether a group to answer telephones during the public television station’s
pledge drive.

If there are times when staff members are not usually busy, you
could “loan” interested employees to a good cause while paying their
salary. Wisconsin Harvest is a local nonprofit organization that picks up
leftover food from restaurants and bakeries and delivers it to meal sites.
Businesses can adopt a once-a-week route and ask any employee who is
willing to take an hour to do the pickup and delivery. If your local United
Way sponsors a community-wide Day of Caring event, consider paying
your staff members their regular hourly salaries that day to join the many
other volunteers improving the lives of those in need. You might also con-
sider sponsoring an employee interested in volunteering at a local school
to tutor, or at a nearby meal program to help serve lunch to the hungry.

THE REWARDS OF GIVING

Good deeds do not usually go unnoticed. Chances are that you will receive
some public recognition for your efforts, and there is no harm in seeking
this recognition by sending out press releases or mentioning your work in
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ads or in-store materials. Your efforts may well inspire other retailers and
individuals to get more involved in supporting good causes. You will also
make your customers feel that they are part of something worthwhile
when they shop at your store, and they will reward your generosity with
their loyal patronage.
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MANAGING DURING
TOUGH TIMES

On a good day, retailing is more fun than work. When you arrive in the
morning, a few customers are already waiting outside, eager to buy, your
staff is cheerful and ready to help them, your store window displays are
eye catching and attractive, and you know the merchandise your cus-
tomers want is all in stock. In reality, some days are like that. And some
are not.

The retail business is made up of people, buildings, money, and mer-
chandise, and something can go wrong with all of them. Employees may
steal, quit, or neglect their duties. The government may decide to audit
you. Your roof may leak, or the front door may fall off (this actually hap-
pened to us the week before Christmas a few years ago). Customers may
shoplift or switch their alliance to the new discount store on the edge of
town. Your main supplier may go out of business. Your boxes and bags
may arrive late. The money may run out. Your store may catch on fire.
Chances are not all of these will happen to you, or at least not all at once,
but it is wise to plan for when things do go wrong, because eventually
something will.
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CRIME, DISASTERS, AND OTHER CRISES:
INSURANCE AND PREVENTION

No business can afford to be without some form of insurance, and your in-
surance agent should be a member of your advisory team from the start. If
you can’t trust the agent not to sell you more insurance than you need,
perhaps you should find a new person to deal with. Ask the other busi-
nesses in your area to recommend an insurance agency experienced in the
retail field.

Basic business insurance includes liability coverage protecting the
individuals who come in contact with your store: staff, customers, and
other visitors. It also protects against loss in the event of fire, with ex-
tended coverage available against storms, explosions, riots, and other dis-
asters. Policies often have separate coverage for window breakage,
signage, and company-owned vehicles.

In choosing coverage and deciding on the amount of the deductible,
determine how much you are comfortable covering yourself in the event
that something happens. If you can absorb a $200 replacement cost on a
broken window, for instance, then it makes sense to get window coverage
with a $200 deductible. This will be cheaper than insurance with a lower
deductible. If your signs are not worth much money, skip the added cost
of signage insurance.

The lease on your store will probably specify how much liability in-
surance you are required to carry. It will also specify who will pay for fire
insurance for the building and whether you need additional special fire li-
ability insurance in case a fire starting in your part of the building dam-
ages other premises. Be sure to check which parts of the store you are
responsible for insuring. In some strip malls, for example, you may need
insurance coverage for the windows but not the door.

Stores located in areas prone to flooding, hurricanes, or earthquakes
may find it difficult to get insurance to cover these natural disasters. Check
to see if there is a government-sponsored program in which you can par-
ticipate, or try to get a policy with a high deductible and put aside the
amount of the deductible as “self-insurance.”

Insurance written to cover the replacement value of your store’s in-
ventory and fixtures in case of fire actually insures only part of your loss.
You will also lose money by not being able to be open for business. This is
the reason for business interruption insurance, which compensates you for
the temporary loss of income due to fire or other natural disaster. This type
of insurance gives you time to get your business back on its feet and allows
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you to pay your employees during the time you are closed. There are dif-
ferent types of business interruption insurance, and some pay benefits
based on your past net profit—which can be a problem if your business is
not very profitable. Ask your agent for details about what policies are
available to you and which one would best suit your needs.

If customers routinely leave items with you for repair or resale, be
sure to look into property damage liability insurance. Customers will ap-
preciate knowing that their diamond ring, or antique table, is insured in
the event that something happens while it is in your store.

Company-owned vehicles must be insured; if staff members use their
own cars to run business errands or make deliveries, check to see what cov-
erage is available for them. Even if they have their own auto insurance, you
may be liable in the event of an accident. Investigate the driving record of
anyone who will be entrusted with a store-owned vehicle, and insist on
courteous and safe driving by those representing your business.

Will insurance cover you in case of theft? If your store is broken into
while it is closed, damage to the building and stolen merchandise should
be covered by theft insurance. Robbery, in which force or the threat of
force is used, can also be covered. But shoplifting, that all-too-common
form of shrinkage that takes place during open hours through theft by
customers or pilferage by staff, is unlikely to be paid for by insurance.
Your only insurance against this type of theft is prevention.

Shoplifting Prevention
The major retail chains spend millions of dollars to prevent theft. For

most small shops, the best solution is a simple one: attentive customer ser-
vice. Greet every customer entering the store, and make the person feel
welcome. A certain percentage of shoplifting occurs because the thief feels
angry at the store, sometimes because of the lack of personal attention.
Don’t make it easy for a shoplifter to steal something by leaving areas of
the store unattended. Check back periodically with shoppers who are
browsing so they know you are aware they are still in the store.

It is much better to deter a shoplifter than to try to catch one. Con-
fronting someone and accusing him or her of taking something is always
awkward, and in many cases, the law prevents you from stopping some-
one unless he or she has clearly attempted to leave the store with mer-
chandise not paid for. Consult with your local police about what you
legally can and cannot do when you catch someone stealing, and pass this
information along to your staff.
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Teenage (and preteen) shoplifting is a serious problem, and word
gets around quickly if your store is considered an easy mark. Stores carry-
ing products appealing to teens need to take special precautions and to
make it clear that anyone caught shoplifting will be dealt with seriously.
As with potential shoplifters of any age, the best solution is prevention.
Don’t treat all teenagers as potential thieves, because most are not, but
don’t tempt teens to steal by putting desirable items in a blind area or by
ignoring teen customers in the store. Greet everyone entering the store,
and offer attentive but not suspiciously overbearing service.

From time to time we call the parents of a young child who has pock-
eted something, or a parent will bring in a child who has taken something
from our store. I usually ask the adult and child to come with me to an area
where we can talk in private, and then I explain to the child that shoplifting
is stealing. If the parent agrees, I ask the child to give back the item and to
pay for it—the opposite of getting something for free by taking it. We also
ask that for one year, the child not come in the store without an adult. This
policy seems fair and is kinder than calling the police, yet we almost always
lose the family as customers, because the parents are embarrassed to return.

One young shoplifter actually suggested that we get convex mirrors
to deter theft from some of the less visible parts of the store, and we reluc-
tantly took him up on the idea. Other stores may find that surveillance
cameras are an effective deterrent, and these cameras are available in an
inexpensive dummy form that may fool some amateurs.

Professional shoplifters are much harder to deter, and they often
work in pairs or teams to distract the sales staff so they can steal. There is
little you can do to combat this type of crime except to call the police as
quickly as possible. Be certain to warn neighboring businesses if you think
professional shoplifters are at work in the area.

Movin’ Kids, a children’s shoe store, was the victim of an unusual type
of retail theft. A large shipment of expensive boots was stolen from
right in front of their eyes when a trucking company that did not re-
quire drivers to carry deliveries inside unloaded several cartons on the
sidewalk in front of the store. After it was signed for, a car (which may
have been following the truck) drove up, loaded all the cartons in the
back, and sped away.
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Large-ticket items and goods such as jewelry, leather goods, and
stereo equipment that can easily be resold by shoplifters may require spe-
cial shoplifting-prevention devices. A number of systems are available that
require a magnetic encoded tag or ink-filled device to be removed when
the item is purchased. If someone leaves the store without having the tag
removed, an alarm sounds, and when an ink-filled tag is removed at
home, the garment is ruined. Unfortunately employees occasionally ne-
glect to remove or deactivate the sound-alarm tags, embarrassing legiti-
mate customers who set off the alarm when leaving the store. When the
alarm sounds, approach the customer calmly and first offer to correct the
situation, rather than assuming the hapless individual is a thief.

Small, very expensive items should be kept in locked, or at least
closed, cases. Keep in mind, however, that items in cases do not tend
to sell as well as those that customers can handle. A shop with all of its
merchandise behind glass does not appear inviting to customers who
want to browse.

Discuss shoplifting with your staff members so they can be alert to
suspicious behavior. If a customer appears to be looking around ner-
vously, a sales associate should ask if he or she needs help, and then stay
near the customer, dusting shelves or straightening displays. Watch for in-
dividuals with oversize coats, especially in warm weather, and large shop-
ping bags or backpacks. If you are concerned about shoplifting, you could
require that bags and backpacks be checked while shoppers are browsing.

Crime from Within: Employee Theft
No one wants to believe that someone on staff would steal, but na-

tional statistics point to employee theft as a major problem for retailers. Al-
though there are unscrupulous individuals who will steal given any
opportunity, most people will not try to harm a business they love. It is

Chicago’s late, and lamented, Guild Bookstore used a deck of playing
cards cut in half diagonally to create unique claim checks for cus-
tomer bags checked at the counter. A wooden clothespin was used to
attach one half of the card to the bag, and the customer was given the
other half to hold until ready to leave the store.
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important that employees feel involved in the business and that they feel
appreciated. As with shoplifting, retail theft by an employee can be a way
of expressing anger.

If you are concerned about employee theft, Ruth Jacobsen suggests in
Your Own Shop (Blue Ridge Summit, PA: Liberty Hall Press, 1991) that you
flatten all cartons you are throwing away and not allow staff to park by the
loading area or to leave by a back door. Large quantities of merchandise
can be taken very quickly by someone backing a truck up to the loading
dock and filling it with goods. You might also require that staff purchases
be rung up by a manager, and do spot checks of staff parcels and backpacks
when employees are leaving work. Take a periodic physical inventory of
any area you suspect may be subject to theft rather than waiting for the an-
nual inventory. Employees are often in a position to know what merchan-
dise wouldn’t be missed until inventory time.

Controlling the number of people who have access to the building
after hours is also a good idea if you are concerned about theft. Some se-
curity alarm systems can provide a record of who left the store last and of
anyone who enters after hours. Each employee is provided with a personal
code to disarm and arm the system.

It is important to realize that the store’s merchandise is often very
tempting to employees. A generous store discount will encourage staff to
acquire the items they want without resorting to dishonesty. We offer our
staff all merchandise at 10 percent above wholesale, and we also have a
“free box” with merchandise they can help themselves to. These items are
usually slightly flawed products for which we’ve received credit from
suppliers or display items that are no longer in perfect condition.

Retail businesses are also in danger of losing large amounts of money
from embezzlement, or theft from the till. You might consider having a
background check done before you hire bookkeepers or managers who
will have access to the store’s checking account. Review the shop’s bank
statements and other financial information regularly, and be alert to irreg-
ularities. Match credit card invoices to the business expense receipts
turned in by employees who hold cards. Check telephone bills periodi-
cally for unusual charges on long-distance calls.

Watch for suspiciously low sales or high refunds when certain em-
ployees are working the sales floor, or frequent redemptions of credit slips
and gift certificates, which may mean someone is pocketing the money. In-
sist that customers always get a cash register receipt so that no one can
ring up a lower amount than the actual sale, or no sale at all, and keep the
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proceeds. Cash registers were in fact originally called the “Incorruptible
Cashier,” because every time the drawer was opened, a bell rang. According
to language historian Bill Bryson (Made in America, New York: Morrow/
Avon Books, 1996), this is the original reason for using odd amount prices
such as 99¢. The need to give some change on all purchases meant the reg-
ister’s bell would sound during every single transaction.

Cautionary procedures may help catch the occasional dishonest em-
ployee, but the best deterrent to theft from within is to make all staff mem-
bers feel that they are a valued part of the business. Let your employees
see that you always deal honestly with suppliers and customers, setting a
high moral standard for your store. Unfortunately, circumstances beyond
your control may sometimes lead an employee to steal. When this hap-
pens, you must cope with both the loss and the bitter feeling of having
been betrayed by someone you trusted.

Crime Prevention
Some loss from shoplifting is a fact of life for most retailers, but we

all fervently hope to avoid more invasive crimes such as burglaries and
holdups. Most police departments will offer advice on crime prevention
that is specific to your store location and layout. We have invited the de-
tective who specializes in this field to address our staff on security issues.
Although it is frightening to discuss all the possible ways one can become
the victim of a crime, we were able to use what we learned to make the
store a safer place. Here are some of the safety pointers:

• Try to have more than one person working on the sales floor at all
times.

• If someone demands money or threatens you, always give the per-
son what he or she wants and try to get him or her to leave. Avoid
being taken along as a hostage if at all possible.

• Do not keep excessive amounts of cash on hand. Consider a safe if
you need a place to store money before depositing it.

• Vary the time that deposits are taken to the bank and the route
that the person making the deposit takes to get there.

• Trust your instincts. Call the police if someone seems suspicious.
• Do not go into a basement or storeroom alone after closing in case

someone is hiding there. You could restrict access to these areas
by having a locked door or one that buzzes when it is opened.
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• Empty your display window of valuables at night.
• Leave the cash register drawers open and empty when you are

closed.
• If possible, arrange your window displays and entranceway so

that at least some of the store’s interior can be seen from outside.
• Leave a few lights on at night so that suspicious activity will be

visible from the street.
• Have a safe place for employees to keep their purses while they

work.
• Consider installing an alarm system. (This may reduce your in-

surance rates, so be sure to notify your agent.)
• Be sure your doors, windows, and locks are secure and cannot be

jimmied easily.

Ensuring Personal Safety
Providing a safe environment for your customers and staff is the best

way to prevent as many accidents as possible. Look around your store for
safety hazards in your displays, such as unsteady racks or sharp hooks at
eye level. Be sure your entrance is well lit and kept clear of ice and snow
in the winter. If your staff leaves by a back exit, make sure that it is also
well lit and free of trash and other hazards.

We provide individual personal alarms for staff to borrow if they
have to leave alone late at night. We also sometimes pay for taxi rides home
for those who work late. In some cities, this may be the only way to get em-
ployees to work after dark. Consider setting up a contract with a taxi com-
pany or car service if your staff will be making regular use of this benefit.

Fires, Storms, and Other Catastrophes
Several times a year the fire department inspects our store for com-

pliance with fire codes. Although we may grouse, we appreciate the fact
that the firefighters want to be sure we have safely marked exits, doors
that can be opened easily in an emergency, and stairways and aisles that
are clear of merchandise. They also require that we have fire extinguishers
on hand that are in good working order; in fact, each extinguisher must be
inspected and certified annually. Be sure your fire extinguishers are well
marked and that your staff knows how to use them.

310 Managing during Tough Times



Smoke alarms are a good idea for stores located in a neighborhood
where someone would hear the alarms if they went off at night. Smoke de-
tection systems can be set up as part of your alarm system, connected to a
central monitoring office. Sprinkler systems are costly but effective in halt-
ing the spread of a fire. Check with your insurance company about rate
reductions on fire insurance if your store has a sprinkler system installed.

Your store’s computer equipment needs special surge protectors to
prevent it from being damaged by an electrical power surge or lightning
strike. Backup copies of all important computer files should be made at
least weekly and stored off the shop premises or in a fireproof safe. Copies
of deeds and important financial documents should be kept in a safe de-
posit box. Take photographs of your store and any major fixtures or ex-
pensive inventory items in case you ever need to place an insurance claim.
Store these pictures somewhere other than the shop in case of fire.

Every part of the country has its weather-related hazards: hurri-
canes, flash floods, mud slides, dust storms, earthquakes, and so forth. In
Wisconsin, ours are blizzards and tornadoes, so we have established pro-
cedures for closing the store and taking shelter in the event of a tornado
watch. Customers are invited to take shelter in the basement with us, a
glimpse behind the scenes that they often find quite interesting. We keep
a battery-operated radio and flashlights in the waiting area so we will
know when it is safe to go upstairs. If members of your staff are likely to
have to take emergency action in the face of a natural disaster, make sure
they know what to do.

All stores should have emergency telephone numbers posted by the
telephones and a well-stocked first aid kit on hand. In the event of a minor
injury to a customer, a little first aid and a lot of concern, including a fol-
low-up telephone call, can prevent the episode from escalating into a law-
suit. Managers should know the basics of first aid, and everyone should
know where the first aid kit is located. We offer our full-time staff the op-
portunity to take CPR training on store time, although we hope this is a
skill they’ll never need to use.

When Disaster Strikes
It is every retailer’s nightmare to hear fire sirens and realize that they

are headed toward your shop. If your store is ever subjected to a catas-
trophe such as a fire or explosion, your first concern, after making sure
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employees and customers are safe, should be to secure the premises,
blocking off any hazardous areas and getting broken windows and door-
ways boarded up. Once you have taken care of these safety issues, you
must decide if you want to stay in business. If you do, it is essential that
you get the store up and running as soon as possible. Assure the public
through the media that you will be back in business soon. Set up tempo-
rary office space so that you can communicate with suppliers. Keep staff
on the payroll as much as possible, working to get new merchandise and
fixtures ready.

You may find that the publicity from the crisis eventually will work
in your favor. Little Luxuries, of Madison, Wisconsin, was a relatively new
and unknown gift shop when it suffered extensive damage from a fire in
the restaurant next door. The media mentioned that the staff had just fin-
ished repainting the store when disaster struck, a human interest touch
that caught the public’s attention and earned its sympathy. Sales the year
after reopening were double what they had been the year before.

CUSTOMERS CAN BE TROUBLE

The customer is not always right. Individuals experiencing unhappiness in
some other aspect of their life sometimes take it out on easy targets, such
as the sales staff of a store. Others may try to appear powerful and con-
trolling by dominating the retail transaction, insisting on special pricing
and services. Returns seem to bring out the worst in people, and customers
with returns often enter the store with a combative attitude as if expecting
a battle.

Whenever possible, the best way to disarm problem customers is by
listening to what they say, empathizing with their complaint, and asking,
“What can we do to make this right for you?” A cheerful refund for a re-
turn, for instance, gives the customer braced for an argument little to com-
plain about. But there are people who seem to need to complain or who
appear to enjoy making others unhappy.

The fact is that some of these customers are not worth keeping. They
take their toll on staff morale and upset other customers. From time to
time we have had to send a letter to individuals like this refunding their
money (things always come to a head over one item, it seems) and sug-
gesting that since we don’t seem to be meeting their needs, they try the
mail order catalogs and alternative shops we list for them.
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The majority of problem customers don’t fall into this category. Most
people respond well to a sincere effort to solve their problem and a gener-
ous dose of empathy. When someone called recently to complain about
another customer’s getting waited on before her, I could honestly say that
I would have been irritated too. I tried to find out the details of when it
happened and who was involved, and asked her what action she wanted
me to take to be sure it didn’t happen again. I also thanked her for calling
the problem to my attention. A customer who complains gives you the op-
portunity to make things right, but customers who are angry and don’t
call probably tell their friends about it.

Vandalism
Parents constantly worry about their toddlers breaking something in

the store, but most of the damage to merchandise and displays is done by
adults. The era of the “you break it—you bought it” rule has passed in
most retailing environments, but customers are still afraid to admit that
they have accidentally broken something. We usually find broken items
hidden in our displays rather than being brought to us by the customers
who broke them. If an item is accidentally broken by anyone, adult or
child, we absorb the loss. Items that are very valuable or fragile are kept 
in a closed case. We sometimes put a sign by fragile items requesting 
that customers ask for assistance if they would like to look at it more
closely. If an item looks very fragile but is not, it pays to put a sign by it
inviting customers to handle it. Merchandise that can be touched always
sells better.

When you feel that your customers are being unreasonable, compare
them to Jeremy Dorosin. He was so unhappy with two espresso ma-
chines that he purchased from the Starbucks coffeehouse in Berkeley,
California, that he spent $10,000 of his own money on newspaper ads
demanding an apology. The chain had already offered to replace the
$469 worth of machines with more expensive models. Despite a sub-
sequent offer of a refund and the replacement machines, Dorosin
wanted Starbucks to spend $247,182 for an ad apologizing to him in
the Wall Street Journal.
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There is a big difference between accidental breakage and vandal-
ism. A customer once informed me that a teenager was stomping on bath
oil beads in our cutlery department, and this clearly was no accident.
When I insisted that the girl clean up the mess, she informed me that she
was only responsible for squishing some of them. Her friends had appar-
ently made a quick escape.

Graffiti can be a headache for retailers, especially in urban settings.
Prompt removal of graffiti is thought to be the best deterrent to future
damage. There are surface treatments that can be applied that will make
graffiti removal easier. Most police departments can give retailers advice
about dealing with this problem.

PERSONNEL WOES

Someday I will accept the fact that all of my staff can’t be happy all of the
time, but nothing upsets me more than personnel problems. Sometimes
one individual is grumpy and sets the tone for the rest of the staff. Some-
times the entire group is unhappy about a work-related issue, such as
salaries or work schedule. And sometimes it is necessary to confront an
employee about his or her inadequate performance or behavior, which is
never easy to do.

Staff morale is vital to the health of a retail operation, and nothing
upsets a customer more quickly than an unpleasant encounter with a
crabby salesperson. I prize enthusiasm and a strong spirit of cooperation
above all other virtues in an employee and have been known to encourage
whiners to look for work elsewhere because they have a negative impact
on the rest of the team.

Creating job satisfaction is a continuing challenge. Studies have shown
that employees are not just looking for money when they work; they also
want a feeling of doing something meaningful and being appreciated.
Many retailers find it difficult, or even embarrassing, to praise their staff
constantly. One reason may be that they don’t feel appreciated themselves.
When Bob Greene, the author of the excellent 1001 Ways to Reward Your
Employees (New York: Workman Publishing, 1994), spoke to store owners
and managers at the American Booksellers Association convention, his
audience made it clear that few of them felt anyone had expressed appre-
ciation for them recently. If you own your business, you need to look to
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your own need for self-esteem. If you employ one or more managers, be
sure they often hear from you that you think they are doing a good job.

Encouragement can take many forms, as Greene’s book shows.
Recognition plaques, trips, gift certificates, and even cars, such as Mary
Kay’s famous pink Cadillacs, are ways to keep your staff fired up and con-
tent. My personal favorite is his suggested reward of offering a tattoo of
the store’s logo, although no one on my staff has taken me up on it yet.

When problems do come up, take them seriously. Be available to meet
immediately with any staff members who have a concern. The issue may
not seem urgent to you, but if it is important to them, they will appreciate
that you make it a priority. Listen carefully, and if necessary repeat back
what you understand them to be saying. Ask for suggestions for solutions,
and promise to do what you can. If appropriate, make a note about the con-
versation and any follow-up in the employee’s personnel file.

Communication is a great antidote to festering discontent. Allow
staff an outlet for their frustration at regular staff meetings or smaller con-
ferences. Have a suggestion box if you feel there are complaints that
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employees would be hesitant to bring up in public. Encourage everyone to
propose constructive solutions when a problem is brought up. Never be-
little anyone’s concerns or discuss an issue involving only one or two in-
dividuals in front of the group.

If there are employees on your staff who don’t get along, try to
schedule them so they are not working side by side. Take into account that
employees experiencing personal problems may require some leeway in
their job duties. It may be difficult to accept the fact that all staff members
are unique, complex individuals, with distinct personalities and problems.
Try to treat everyone with respect and understanding.

WHEN YOUR BUSINESS IS IN FINANCIAL TROUBLE

Once you’ve gotten past the turbulent and exciting first years of owning a
shop and have started showing a profit, you might expect that retailing
will settle into a comfortable pattern of growth. This is often the case, but
sometimes factors beyond your control send sales or profits into a down-
ward spin. Suddenly you may find it hard to meet your payroll or to pay
your suppliers. Merchandise that used to sell quickly begins to languish,
tying up capital unproductively. Perhaps you see sales declining or ex-
penses increasing, or the demographics of your neighborhood changing.

The SWOT Analysis
Many stores languish because they fail to change as the world

around them changes. Retailers can’t keep doing what they’ve been doing
and continue to grow, or even stay in business. One way to examine your
store’s position in its market area is to take time periodically to do an ex-
ercise called a SWOT analysis, which stands for:

• Strengths
• Weaknesses
• Opportunities
• Threats

Write these four titles on large sheets of paper and invite your staff to
help you come up with as many responses as possible. You may find that
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there are opportunities for your store that you hadn’t thought of, or
changes in shopping patterns that present new threats. Getting input from
your staff will help you see the big picture more clearly and give you all
the opportunity to brainstorm about the future.

You might want to compare your current SWOT with the assump-
tions you made when you first wrote your business plan. As the many fac-
tors that affect your store change, you can update the business plan to a
strategic plan stating your short-term and long-term goals for your shop,
and how you plan to achieve them.

What Are Your Options?
If the results of your SWOT analysis are not hopeful for future suc-

cess, it is time to consider your options. Try to take time away from the
store to give some thought to the following ideas:

• Closing or selling the store
• Becoming part of a franchise
• Moving to a new location
• Refocusing your merchandise selection
• Adding new customer services
• Giving your storefront or fixtures a facelift

Be sure that your display techniques are up to date, your staff well
trained, and your customer policies competitive. Consider diversifying
your product mix or adding a related side business. To augment the sea-
sonal nature of the nursery trade, for example, Family Tree Garden and
Gift Center in Carbondale, Illinois, added a large selection of bird feeders
and bird seed. Canterbury Booksellers in Madison, Wisconsin, developed
a lovely bed and breakfast to complement their bookstore, including a gift
certificate for a free book with each night’s stay.

Surviving a Cash Crunch
If your business is short of money, you have two options: increase your

debt by seeking additional loans and investments, or raise cash by quickly
selling some of your inventory and assets. Banks don’t generally like to be
approached for loans in an hour of crisis, but if you have a preapproved
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line of credit with your bank, you can draw on it when you need to. In ad-
dition to traditional loan and investment sources, consider asking vendors
to lend you money by extending the due date on their invoices. If you do
take advantage of delayed dating terms, be sure you are doing so with the
express approval of your vendor. “Leaning on the trade” without prior
agreement is unfair and transfers your cash flow problem onto someone
else’s shoulders. Wholesalers too have payrolls to meet and rent to pay.

If you are unable to pay your vendors on time, be sure to notify them
of the delay, and tell them when payment can be expected. Keep in regular
touch with those you owe money so your staff won’t be on the receiving
end of angry telephone calls from your creditors. If at all possible, come up
with funds to make regular partial payments on the amounts you owe.

You may find that you have some sources of personal funds you
hadn’t considered using. A second mortgage on your home may generate
funds if the house is not part of the collateral you pledged to get your orig-
inal funding. You might be able to borrow against a life insurance policy.
In a pinch, retailers have been known to use credit cards to pay for inven-
tory and even expenses. The interest rates on some credit cards are much
higher than others, so shop around and consolidate your purchases onto
one card with a low rate. Consider a card that will give you a discount or
points toward a frequent flyer program. Be sure to pay the credit card
debt off as soon as possible.

An inventory reduction sale can raise funds in just a few days. Offer
a flat discount, such as 20 percent off on everything in the store or an at-
tractive reduction on expensive items. As long as you are making some
profit on the merchandise sold, you can raise the cash you need and then
replace the inventory with fresh goods. Excess merchandise is often a
source of cash flow problems, so it would be wise to review your buying
policies if you are often short of funds.

Is there some other way your store could raise funds? Perhaps you
have some office space that you can lease out. You could also lease space
on your selling floor to an independent vendor, for example, a florist. De-
partment stores have done this for years, with areas such as the shoe
department being run by a separate business.

Cutting overhead can help solve a cash flow problem—perhaps you
could reduce the hours you are open or cut back on buying trips. If payroll
is your major expense, you may have to make the painful move of laying
off some of your staff. Be honest with your employees if you think layoffs
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may have to happen. Reassure those who are laid off that the decision is
not a reflection on their performance, and if you will not be rehiring them,
help them look for new work. Let your employees know about any unem-
ployment benefits they may be entitled to. And if you hope that the layoff
is only temporary, keep in touch with those who are not working so that
they know how things are going for the store.

When times are bad, resist the temptation to eliminate essentials
such as advertising. You want your old customers to know that your busi-
ness is still alive and well, and you need to continue to attract new cus-
tomers. Project an image of success and confidence, no matter how tough
things are going.

RESPONDING TO BAD PUBLICITY

One book on retailing suggests that as a cute marketing gimmick, you hire
people to picket your store with signs that say something like “Prices Too
Low.” Most of us, especially in politically correct cities such as Madison,
would rather avoid even the appearance of controversy. Negative public-
ity, which is often unfair, can do a great deal to damage the reputation of
a store.

When confronted with any situation in which you need to work with
the media, do your best to be upbeat and cooperative. Keep in mind that
reporters are working under a deadline and need your timely response.
When replying to their questions, avoid “no comment,” which to the pub-
lic means you are hiding something. Be honest, and after consultation with
your lawyer, admit blame if it is appropriate. If someone has been injured,
show compassion for the victims even if you are not at fault.

Thriftway Market in San Francisco was faced with picketing from a
grocery clerks’ union that wanted to organize the small shop’s employees.
In order to make sure that the public knew its side of the story, the store
used window signs including enlargements of letters of support from fel-
low merchants and even copies of its payroll records. The signs mentioned
that more information was available inside, where staff had well-written
flyers available telling the store’s side of the controversy.

Once you are certain that the public is also aware of your side of the
story, patience is the best remedy for negative publicity. Eventually the
public’s attention will turn elsewhere.
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KEEPING AN UPBEAT ATTITUDE

As Michael Antoniak says in How to Open Your Own Store (New York:
Avon Books, 1994), “We all have lousy days. Your customers may want to
share theirs with you, but they don’t want to hear about yours. It’s not al-
ways easy, but you must smile and be polite even on the worst of days.
Maintaining good relationships with your customers is a dance of percep-
tions.” Customers want to associate with success. No matter how poorly
things are going, you must resist the temptation to complain.

That doesn’t mean that you should keep the stress of dealing with
problems to yourself. Rather, be selective about when and where you dis-
cuss what is going wrong. One of our young employees once asked if we
had any other “boss friends” we could talk to. Luckily we do. It often
helps to trade stories with other small business owners and managers. Not
only do we get to complain without worrying about upsetting our cus-
tomers or staff, but we sometimes find that other retailers have solutions
to the problems that are bothering us. I strongly encourage you to cultivate
a spirit of camaraderie rather than competition among your fellow mer-
chants. You can also look to community organizations for businesspeople,
such as the chamber of commerce, a women-in-business group, or service
clubs such as Rotary, for opportunities to meet others dealing with the
challenges of running a business. Seminars such as those offered by the
Small Business Development Center can be wonderful places to meet
other owners and managers.

Stress is a factor in everyone’s life, but when you are in charge, it is
important that you have ways of coping with it that will not harm your
business or your staff’s morale. Eat regular meals, get some exercise, and
get enough rest. Probably the best antidote to the stress of retailing is to get
away from the store. Go on real vacations, not just buying trips. These
breaks from running your shop, even if only for a long weekend, can give
you a fresh perspective on your life and your business.

It is important to develop other interests and friends outside the
shop’s four walls. Do some volunteer work, and pursue a hobby. Stanley
Marcus, chairman emeritus of the Neiman Marcus stores, said, “Despite
my great love and devotion to the specialty store retailing field, I don’t re-
gard it as the most important activity of mankind, and I don’t mind saying
so. I take my business seriously and work extremely hard at it, as I would
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at any other endeavor which attracted my interest, but I can still take 
a good philosophical look at it and its relative importance in the world
scene.”

Try not to carry your worries home to your spouse all the time, and
be sure to make time for your family and friends. After all, business is only
one small aspect of your life. If you make it the only focus of your exis-
tence, it will be hard to keep a healthy perspective when things do occa-
sionally go wrong.
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LOOKING
TO THE FUTURE

When our shop was about seven years old, we had to decide if we wanted
branch stores or children. It was a tough choice, since we loved retailing
and found our lives very full with the day-to-day challenges of running
our shop. I want to assure Erik and Katrina that we have never regretted
giving the nod to babies instead of branches; however, we do realize that
the future of Orange Tree Imports would have been very different had we
opted for additional stores.

There are many crossroads in the lifetime of a specialty shop. When
you first open, you are not concerned with whether the store will outlive
you or whether you will eventually have five—or fifty—branch stores. If
things do not go well at first, you need to decide whether to stay in busi-
ness at all, and if you are going to stay in business, what to change in
order to improve sales. If everything does go well, you need to decide
whether you will stay the same size, expand, change your product mix,
move, or open branch stores. Retail stores need to change constantly in one
way or another in order to stay alive. A store that doesn’t change at all may
eventually be referred to by that most dreaded of all commercial real estate
terms: an occupied vacancy.
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RIDING THE WAVE OF SUCCESS

Success can be as hard on a business as failure. When a store experiences
runaway sales increases, management and buyers may have difficulty
keeping up. Cash reserves and staff energy can be strained. It is better to
plan for gradual growth than to wish for runaway success, which can re-
sult in an excess of debt and poorly planned expansion.

If a store achieves runaway success due to a passing fad, such as
trolls, Beanie Babies, or any other collectible craze, the public may lose in-
terest very suddenly. One of my employees once asked why I didn’t stop
buying an item when it was at the peak of its popularity and about to die.
The answer, of course, is that you can see the peaks only in hindsight.

The key to handling a fast rise in sales is caution. Don’t invest too
heavily in inventory if you think a trend may pass. Reorder often, or place
future dated orders that you can cancel. Make sure you are taking extra
markup to protect your bottom line from disaster if the fad passes.

Many, and maybe most, specialty stores are based on trends that
may not remain at the same level of popularity forever. The country look,
for example, dominated gift shops in some parts of the country in the
1990s. As styles change, these shops will have a choice of diversifying or
closing. The decision to close a store should not be viewed as a failure. In
order to be successful, a store does not have to survive forever. In many
cases it is enough to have taken a good idea, created an exciting shop, and
enjoyed however many years of success it could sustain.

SMALL CAN BE BEAUTIFUL

A shop that is very successful from the start may be tempted to add branch
stores early in its development, a move that is sometimes fatal. To take a
concept that seems to work well in one place and open more shops may ap-
pear to be a logical next step. After all, the joint buying power of several
stores allows for better pricing and more efficient use of the buyers’ time.
But other expenses increase with each branch added: the initial cost of
more fixtures and inventory, plus the monthly expenses for rent, utilities,
insurance, and payroll. A branch store usually requires a manager, and the
manager’s salary will be higher than that of most other retail employees.
The financial strain of each branch, plus the added demands on the
owner’s time, can be detrimental to the health of the original store. If a
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branch is located too close to the original store, it sometimes is said to can-
nibalize the sales of the original store by drawing on the very same cus-
tomers.

Confining yourself to one store does not mean restricting growth en-
tirely. We have tripled in size at our single location and achieved an an-
nual sales volume of more than $1.3 million. Even with just one store, we
are large enough to provide a number of different jobs for our thirty-six
employees and to employ ten of these staff members full time.

When considering additional branch stores, the first question you
should ask yourself is why do it. If you are interested in an increase in
profitability, you may be disappointed. If you are looking for new chal-
lenges for yourself or opportunities for advancement for your staff, con-
sider whether there are options for growth within your current location. It
is sometimes better to run one store passionately than to have your atten-
tion diverted to several locations.

MULTIPLE STORES: GROWING YOUR BUSINESS

The reasons that compelled you to get into retailing to begin with may in-
fluence your decision to open a second, third, or fourth branch: an ambition
to create a new and exciting store, a desire to fill a need in the marketplace,
an eagerness to promote merchandise you have a passion for, and an in-
terest in creating new jobs.

One particularly compelling reason for branching out is to provide
opportunities for advancement for staff members. Although we have been
fortunate to have staff members stay with us for more than twenty years,
the fact of the matter is that working for a single-location store does not
offer much of a career track, especially if it is a family business that will
most likely be passed on to the sons or daughters of the owners. If you de-
cide to open a branch store to provide a new management position for a
loyal employee or a family member, be sure the person plans to stay with
the job. Consider offering a financial stake in the success of the branch to
encourage the person to make a long-term commitment.

Managing multiple stores requires special skills and systems. Some
functions, such as bookkeeping, adapt well to being centralized at a main
office or in the “mother” store. Others, such as personnel management
and day-to-day operations, need to be entrusted to a manager or manage-
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ment team in each location. Good communication with the individual
store managers, and on some occasions the entire staff of each branch, is
essential to the success of a multiple store operation.

A computer network can be used to convey sales data from each
branch store to the home office or main store for order placing, but buying
decisions function best when there is some autonomy at each location be-
cause the customer base will vary from one area to another. Shipments
from vendors can be sent to a central warehouse and then allocated to the
individual stores as needed, or shipped directly to each branch (in which
case separate “bill to” and “ship to” addresses need to be specified on the
purchase order). Freight, payroll, and storage costs are all factors in de-
ciding how best to divide up merchandise shipments.

Financing Your Growth
Anita Roddick of The Body Shop, and author of Body and Soul (New

York: Crown, 1994), has so many stores that she claims 28 million people
pass by her shops around the world each month. Within six months of
opening her first store, she was eager to branch out—so eager, in fact, that
she pledged 50 percent of her company to an investor willing to lend her
the money she needed. Ian McGlinn’s £4,000 investment was worth over
£140 million by the early 1990s. “Giving away half the business is consid-
ered by many as the biggest mistake I have ever made,” she commented,
“ but I don’t resent it. I needed the money, I needed it quickly, and Ian was
the only one then who would give it to me.”

For every success story like The Body Shop, there are many stores
that don’t survive rapid growth. If you have decided to open a branch
store, it is time to write a new business plan and to examine the sources of
funding available to finance the new store while keeping the original store
running. Not many people remember that Orange Tree Imports actually
started as a branch of Bord & Stol, a Scandinavian furniture store. After six
months, the cash flow problems were acute, and Bord & Stol was having
trouble paying the bills for the branch store. I’m sure it was a relief to the
owners when Dean and I offered to buy the business.

If your business is incorporated, you could finance your growth by
selling shares to employees, family, or other investors. Large retail op-
erations might even consider going public, offering stock on the stock
exchange. Some encourage investors to buy shares in the company by
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offering shareholders with more than a certain number of  shares an in-
vestor card good for a discount on merchandise.

Some states allow small corporations to raise funds by selling stock
through a small corporate offering registration (SCOR). You could also
bring in new partners for branch development, giving these investors par-
tial ownership of one or more of the branch stores.

Franchising Your Store
An additional option available for financing new stores is franchis-

ing. If you have a strong retail operation, you could consider franchising
your idea to others, who would then own their own stores but pay you an
ongoing franchise fee. Franchise owners provide the capital for their own
store, freeing you from the need to find the funding. One caveat, however:
You would not have the same degree of control that you have over a store
you own yourself.

How do you know if your store concept is right for franchising? In
Succeeding in Small Business (New York: Plume Books/Penguin, 1994), Jane
Applegate suggests that you ask the following questions:

• Is your business at least two years old and profitable?
• Have all the bugs been worked out?
• Will your idea translate to other locations?
• Are you patient and willing to train new franchise owners?
• Do you have enough money for the legal work, marketing, train-

ing, and other expenses?
• Can others be taught to do what you do?

What will you be offering a franchise holder? You will already have
made all the initial decisions about the store name, image, design, and
merchandise. You will share what you have learned from your initial mis-
takes, providing a store concept that has already been time tested. Perhaps
you have products that are manufactured or imported exclusively for your
shop, giving the franchise holders the advantage of obtaining merchandise
not otherwise available to them. Volume purchasing will allow you to
offer store supplies, fixtures, and goods at a lower price than a single store
could obtain. In exchange for these advantages, the franchise holder will
pay you an initial fee, plus whatever percentage of sales or other periodic
payment you negotiate.
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Jane Applegate points out that if you decide to franchise your store
concept, you will be taking on a moral obligation to protect the investment
made by your franchise holders. State and federal regulations governing
franchising help to protect the interest of those investors. Check all the per-
tinent regulations and work with a lawyer experienced in franchises be-
fore making an offering to the public.

Other Ways to Expand
Branch stores are not the only way to grow your business. You might

consider adding a “sister” store, one carrying a different product line, in
the same area. This second shop could just be a kiosk or pushcart, which
would allow you to experiment with a new merchandising concept that
might work in your original store. You could also set up a second store on
a seasonal basis, especially if there is a vacancy in your area.

As an experiment in large-scale mail order marketing, we ordered
5,000 of Arabia’s enameled serving bowls from Finland and ran a national
ad in Bon Appetit magazine. This venture into selling by mail taught us that
it can be quite boring to sell thousands of the same item to customers you
never see. We broke even and decided to stay with traditional retailing.
Although we do send out a catalog complete with a mail order form, we
concentrate our mailing on zip codes within driving distance of the store.
Other shops may find it quite rewarding to have a mail order or Internet
business to supplement their retail store.

The Internet provides a natural opportunity for expanding your mar-
ket without opening another store. You may find that selling merchandise
through your Web page provides you with welcome added income, espe-
cially if you have some products that shoppers are willing to search out
over the Web. The Body Shop has started selling its products on the Inter-
net, a medium that by its very nature lacks any personal contact. Yet at the
same time, it has ventured into selling its products in England through
home parties, the ultimate person-to-person shopping experience. Home
party shopping, which will always be associated with Tupperware in the
United States, has had its ups and downs over the past few decades. But
we know that most women enjoy the social aspect of shopping, so the idea
of combining a gathering of friends, refreshments, and a chance to explore
merchandise in a comfortable setting may be worth exploring.

With more manufacturers getting into retailing their own goods, it may
be time to turn the tables and have more retailers get into manufacturing.
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Constant contact with customers gives you the advantage of knowing
what the public wants. If you see a need, look into whether you can have
the product made for you at a reasonable cost. If this custom merchandise
is successful at retail, consider selling it wholesale. Ask the sales reps who
sell to you for advice on selling to other stores, and consult your accoun-
tant about whether the wholesale operation should be considered a sepa-
rate business.

As a sideline, I design, produce, and market T-shirts and other li-
censed merchandise for The King’s Singers, a wonderful English a cap-
pella group. This project is part of Orange Tree Imports, but it has its own
categories in our bookkeeping system, which allows us to track the success
of the line. The King’s Singers merchandise will never be a source of great
profits for our store, but undertaking a new project from time to time helps
keep retailing exciting for me.

Direct import items that sell well in your shop could also be a way to
enter the wholesale market. Gage, Incorporated, an upscale gift shop in a
resort area of Wisconsin, began direct importing a line of Italian candles for
its own store. The line sold so well that it arranged to be the American im-
porter of the candles, and this successful wholesale business supplements
its somewhat seasonal retail operation. Wholesale customers appreciate
knowing that the products have been market tested in Gage’s own store.

MOVING ON

The high rate of retail “failures” does not reflect the fact that sometimes a
shopkeeper decides to close the store for reasons other than lack of busi-
ness success. Many shops do close because of financial reasons, of course,
especially if they were started with insufficient capital to keep the doors
open for the first year or two. But you may find that your store concept
goes out of fashion, that you want more free time, or that the local econ-
omy takes a downward spin. You don’t have to be open for decades to
have had a successful shop. It is a major accomplishment to have brought
your dream to reality.

If you decide to leave retailing, you can either sell your shop as a
going business or close the store. Either move will have a major impact on
your staff, and it is important that they be kept informed of your plans. No
one deserves to go to work one morning and find an “out of business” sign
on the door. Incredibly, this does happen.
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Selling Your Store
When you sell a successful shop as a going business, your goal is 

to arrange for such a seamless transition that will be almost unnoticed 
by customers. But if the store has been faltering, the announcement 
of new owners can bring with it the promise of a fresh start and a new
direction.

To find a buyer for a retail business, start with those who know the
business best: your employees and family members. If one individual can’t
come up with the financing to buy the business, perhaps two or three
could join together to do so. You may have a loyal customer who is so de-
voted to the shop that he or she would like to consider owning it. A neigh-
boring business owner may be looking for a new opportunity. In 1986 we
expanded our store for the second time, buying the shop next door when
the owner retired, and connecting our two businesses. Perhaps one of your
competitors, even one located in another community, would like to own
your store.

You may wish to sell your business and stay on as a buyer or man-
ager. Your new role relieves you of the worries of owning the shop and is
one way to solve a severe cash flow crisis. The new owner, whether a cor-
poration or an individual, will bring new ideas, new funds, and new en-
ergy into the business. If you find you are burned out on management
duties or stretched to the limit of your financial resources, you may be able
to keep the shop you love open and take on a different role yourself by
selling it to someone else. Allow yourself a retirement option, however, if
you find you don’t work well with the new owners.

In order to sell your business, you will need to have all your financial
records in order. The buyer will want to know how profitable your shop
has been, which is a good reason to keep accurate, honest records. In ad-
dition to paying for the furniture, the fixtures, and the wholesale value of
the merchandise, the buyer may be willing to pay a premium called
“goodwill” for the positive reputation of the store. The more profitable the
shop is, the more you can ask for in goodwill. You can also request a pay-
ment for promising not to open a new store that will compete with the one
you are selling. This noncompeting clause is usually valid for a certain num-
ber of years and an agreed-on geographic area.

There are brokers who sell businesses, much the way a realtor sells
buildings. These specialists will know of any individuals looking to buy a
retail business, especially out-of-towners wanting to relocate to your com-
munity, and can also help you place a value on your shop.
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As part of the sale of the store, discuss which staff members may be
kept on by the new owner. Encourage the new owner to benefit from the
experience of your employees by retaining as many of them as possible.
You may also offer your services as a consultant or buyer for a certain
number of months, or even years, after the sale.
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Going Out of Business—Making a Gracious Exit
Although it is gratifying to see the store carry on without you, the

fact is that you may walk away with more money if you go out of business
than if you sell to a new owner. This is especially true if you have not
shown a profit, and there is no goodwill to be paid. Unless you are selling
your building with the business, there is little to be gained by a buyer in
obtaining a shop full of merchandise that has not been selling well enough
to be profitable. And without the premium of goodwill, there is little ad-
vantage to you to selling all of the goods at wholesale or below.

A going-out-of-business sale will in fact often start by offering the
goods at very close to full retail. The first weeks, or even months, the
storewide discount may be 15 or 20 percent off. The wider public attracted
by the store closing (“sale vultures,” we sometimes call them) will be
drawn by the promise of bargains, and a considerable amount of mer-
chandise can be moved at greater than wholesale value. As the sale pro-
gresses, the discount will need to be deeper, but very little will probably
remain by the time the markdown is 50 percent or more.

Be sure to put signs on your fixtures indicating that they will be
available for sale when you close. There are always new retailers looking
for an inexpensive way to outfit their store. Leftover fixtures could be of-
fered to resale shops or other charities, along with any merchandise left
the day you close.

In big cities, it is not uncommon to see small businesses with “going-
out-of-business sale” signs in their windows for years. Local regulations
designed to prevent this kind of dishonesty may require that you obtain
a “going-out-of-business permit” before you can use that phrase in your
signage and advertising.

There are companies that specialize in assisting businesses in closing,
and we get mailings from them in discreetly unmarked envelopes almost
every week. Some of these companies make their profits by bringing in
their own closeout merchandise to supplement your stock. They have
marketing gimmicks and games that they use to promote the sale, which
may be a relief if you don’t have the energy to run the sale yourself. But
when one of our neighboring businesses brought in a company to close
their store, their regular customers found it unsettling to be dealing with
these rather slick outsiders, with their complex and somewhat misleading
promotional schemes.

If you decide to go out of business, you may be tempted to walk
away from some of the bills not yet paid, especially if you are closing

Moving On 331



because the store is losing money. Suppliers complain that they lose thou-
sands of dollars each year when stores close. The practice of leaving
wholesale bills unpaid is no different than a customer paying for mer-
chandise in the store with a worthless check. If you have ordered and re-
ceived merchandise, you are required to pay for it, even if it takes a long
time to do so. Remember that the sales representatives who wrote orders
with you will not get any commissions on goods not paid for and that
other retailers (and ultimately the consumer) will have to pay higher
prices for merchandise to make up for any amount not paid by a store
going out of business.

A store closing is a time of loss for those who loved the store, and es-
pecially for those who worked there. Be sure to offer assistance in finding
your staff new positions. Don’t be surprised if they take job offers before
you have finished your going-out-of-business sale. It can be distressing for
them to see the store empty out and start to look shabby, which it will as
the merchandise selection is reduced. Staff members need to protect their
own future and should take whatever opportunity comes their way. You
may need to contact a temporary agency for salespeople for the last weeks
of the sale.

LIFE PLANNING ISSUES FOR 
SPECIALTY SHOP OWNERS

The future of a store is often linked with the life plans of its owners. When
the owner decides to retire or relocate, or if someone key to the business
dies, major changes will usually occur in the store’s operations. Planning
for the transition brought on by the retirement or loss of the owners can
help ease the transition for everyone involved.

The Importance of Having a Will
Do you and your business partners have a will? Few people would

intentionally throw the business they love into utter chaos, but in fact the
sudden death of the owner can have just that effect. Without the guidance
provided by a will, there is no way to know who is going to own and run
the store and pay the business’s creditors, or what is to become of the em-
ployees and the shop full of merchandise. We are all mortal and need to
face the fact that death could occur at any time. If your business is thriving,
you will want to plan for it to be able to carry on without you some day.
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When a spouse, family members, or other partners are involved in
the day-to-day store operations, it is usually easy to decide who to list in
your will as the successor. Check with your lawyer about ways to avoid
heavy estate taxes after you have established who you would like to have
inherit the shop.

Without a likely family member or partner, you may find that there
is no one you would like to have inherit the business. In this case, you will
need to ask your lawyer, or the executor of your estate, to arrange to sell
the shop as a going concern or to liquidate the merchandise and assets.
Provisions can be made in your will to authorize the person of your choice
to keep the shop running until the estate can be settled. Keeping the store’s
staff and customer base intact for a possible new owner will make the
transition much smoother. Key-person life insurance, with the store as the
beneficiary, can be a great help in paying off debts that are due or cover-
ing the salary of a manager to handle day-to-day store operations.

When we wrote our first wills, we did not have children. We de-
cided that if we both were to die, we’d want our employees to have the
first opportunity to bid on the business, followed by family members and
then the general public. Now that we have two children almost at an age
when they could run the store, we would want them to have the opportu-
nity to keep the business going if they so choose.

Planning for Retirement
Corporate and government employers can often offer their employ-

ees retirement benefits and pension plans that are the envy of those of us
in small business. As an independent retailer, you need to save for your
own retirement, and the earlier you begin planning for retirement, the bet-
ter things will look when you finally decide to hang up your price gun.

The retirement plans available to you depend on whether you are a
sole proprietorship, partnership, or corporation—and whether you offer a
plan that covers all of your employees. Your accountant and lawyer can
advise you of your options, which may include setting up a 401(k) or other
pension plan for your staff, or contributing to a personal individual retire-
ment account (IRA) each year.

A pension plan for your staff members may be important to them, al-
though if your employees are mostly high school or college age, retirement
seems so distant that they would rather have more money now. Employee
pension plans are often set up on a vesting schedule, which rewards longevity
by increasing the amount that belongs to the employee with each added
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year of employment. If a staff member leaves before being 100 percent, or
fully, vested, the remainder of the money goes back into the retirement
fund, to be shared by the remaining staff members. Lawyers, accountants,
insurance agents, and financial advisers can provide information on pension
plans. Watch for administrative costs, which can be costly on a small 401(k)
plan, especially when the laws change and the plan must be redone.

The equity you build up in your business will also be part of your re-
tirement savings, but unless you plan to sell or close the business when
you retire, you may find this asset to be less liquid than other savings. If
the business can afford it, you could draw out some of your money or
arrange to stay on the payroll as a part-time consultant after you retire.
Check to see what course of action will be most advantageous from a tax
standpoint, especially after you begin to draw social security benefits.

Family Business Succession
For family-owned businesses, part of the process of planning for the

future may include deciding which family members will take charge of the
store when the owner retires. This planning process needs to begin several
years before retirement in order to ensure a smooth transition that is fair to
all involved, including employees who are not family members. Don’t
give these employees reason to resent family members who come into the
business. Keep family and business relationships separate, insisting on the
same high standards of training and performance for all staff. Consider
asking to be called by your name, rather than Mom or Uncle Joe, when in
a business setting. Make it clear to other employees that there will be no fa-
voritism in assigning schedules and responsibilities.

It was once said that if you hope your children will take over your
business, watch what you say at the dinner table. If your children hear
only complaints about your customers, suppliers, and staff, they may not
be interested in getting involved. Even if children do like the idea of run-
ning a shop, I think they should be encouraged to follow their own inter-
ests first. After they have gotten an education and experienced the outside
working world, they will be better able to decide whether the family busi-
ness is right for them.

There are many difficult decisions to be made when it comes time to
pass the leadership of your store on to a successor. If you have more than
one child, you will want to be fair to them all. If none of your children
wants to be actively involved in the business, you will need to find some-
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one else to run it or own it. And keep in mind the serious tax issues in-
volved in having someone inherit your business. Depending on your busi-
ness structure and other factors, the taxes may be so high that the store will
need to be sold to pay them. Consult with your lawyer far in advance of re-
tiring to facilitate a successful transition.

RUNNING THE MATURE BUSINESS

If you are not ready to retire and your store is doing well, you still can’t 
sit back and let the business run itself. As Mary Kay Ash, founder of 
Mary Kay Cosmetics and author of Mary Kay on People Management (New
York: Warner Books, 1984), said, “You can’t rest on your laurels. Nothing
wilts faster than a laurel rested upon.” Retailing is a dynamic and ever-
changing field. If you don’t keep up with your competition, you will fall
behind.

When you first go into business, you will be fascinated by visiting
other stores, reading trade magazines, and studying books on retailing. As
the years go by, it continues to be important that you keep up this search
for new ideas and remain open to suggestions for change. In northern Cal-
ifornia, I visited a large family-owned gift and stationery shop that looked
as if it had been frozen in time in 1965. Although the merchandise was
new, the dated fixtures relied heavily on old-fashioned pegboard. The
light fixtures and even the color scheme were vintage sixties. Tradition
and loyalty are keeping the business alive, but it seems doubtful that this
store will survive if it faces any significant new competition.

One way to keep your attitude toward retailing fresh is constantly to
set challenging goals, such as providing the highest-quality fresh produce
or creating as many new jobs as possible, that will keep you striving. Invite
staff to help write a mission statement for your store, such as the one in the
first chapter, reflecting goals you all can work toward.

You should always be asking yourself how you can do things better.
There is no aspect of your shop, from your cash register procedures to
your gift wrap selection, that can’t be improved or changed. Continue to
read and to study what other retailers are doing. Listen to motivational
tapes and go to seminars. Try to avoid the twin evils of burnout and bore-
dom by having outside interests and by getting away from your shop reg-
ularly. If you make the store the sole focus of your energy, you won’t be
able to sustain that level of involvement for the long haul. Remember why
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you went into retailing, and do what you can to hold onto that vision and
passion over the years.

RETAILING FOR THE FUTURE

The future of retailing may look very different from retailing today, al-
though the rumors that catalog and computer shopping would make stores
obsolete seem to have been premature. Certainly, specialty shops have con-
tinued to change over the years (a book on small store retailing from the
mid-1960s voted the corset shop “most likely to succeed”), but the basic
premise of offering shoppers a variety of goods, attractively presented and
available to be purchased on the spot, has not. Customers enjoy the oppor-
tunity to see and touch the merchandise they are considering purchasing.
Shopping can also be as pleasing a sensual experience as visiting an art mu-
seum and as entertaining as going to a movie. It is up to the creative retailer
to make sure that the customer experiences an enjoyable social interaction
and a presentation of merchandise that is a visual delight.

Instead of viewing Internet and catalog shopping as a threat, today’s
retailers can use these media as tools for promoting their shop and their
goods. The Internet can be used as a way to reach new customers near and
far. Mail order catalogs can be used to bring in new shoppers, presell mer-
chandise to existing customers, and market to customers outside your ge-
ographical area.

Just as listening to a symphony on the radio is not the same experi-
ence as sitting in a concert hall hearing the orchestra perform, shopping by
mail or modem will always lack something. Going shopping allows cus-
tomers to surround themselves with merchandise they may never have
seen before and to consider buying items they didn’t know they wanted.
Shopping is an activity many families and friends enjoy doing together. A
good specialty shop is also a place where customers can learn more about
a special interest, such as doll house miniatures, and can meet others who
share the same hobby.

As a retailer, you have a unique opportunity to share your excite-
ment about the merchandise you carry with everyone you come in contact
with. You can have an important influence on the lives of your customers,
provide meaningful work to your employees, and have a positive impact
on the world around you. Your specialty shop should be more than just a
means of making a living; it should be a creation you are proud of and one
that you continue to perfect.
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account number: A code number assigned
by a vendor to each of its retail accounts.

accounts payable: In bookkeeping, the ac-
count showing the amounts owed to others,
usually for goods and services.

accounts receivable: In bookkeeping, the
account showing any funds due to the
store, usually from customer charge ac-
counts.

accrual: In advertising, the amount of ad-
vertising allowance available based on a
percentage of accumulated purchases dur-
ing a certain time period. In accounting,
tracking expenses in advance of the date
they are due, as opposed to cash accounting.

acid-test ratio, quick ratio: A rough indi-
cation of a business’s ability to meet its fi-
nancial obligations, determined by dividing
current liabilities by current assets, such as
cash, inventory, and receivables.
actual cost: On invoices, the billed cost less
any discounts.
ad (or advertising) allowance: Reimburse-

ment, in the form of cash or merchandise
credit, for a portion of the cost of advertis-
ing a vendor’s product.
ad slicks: Advertisements and illustrations
for ads provided to retailers by the vendor,
usually on glossy paper and camera ready.

advance order: A purchase order placed
far in advance of the ship date. These orders
help vendors forecast their needs, so incen-
tives such as “early buy” discounts are
sometimes offered. See also program order.

advisory board: A voluntary group of
business peers, customers, and other men-
tors willing to assist you in making major
business decisions.

affiliates: On the Internet, two Web sites
with a mutually beneficial arrangement
linking them together. For example, a non-
profit organization might show a banner
connected to the site of a retailer agreeing to
give back a percentage of all resulting sales.

allowance: See ad allowance; freight al-
lowance



anchor: A department or discount store,
usually over 50,000 square feet, large
enough to draw a significant number of
customers to a shopping center.

angel investor: Someone who invests
funds in a business without interest in
short-term gain or active participation.

anticipation: A discount for early payment
offered on a vendor’s invoice. Invoices
sometimes specify “no anticipation” to pre-
vent stores from taking discounts not au-
thorized by the vendor.

as ready: On a purchase order, specifies
that the merchandise should be shipped
when available.

assets: In accounting, any goods and money
owned by an individual or company. See
also liabilities.

B2B (business to business): A Web site or
service marketing to businesses, rather than
consumers. For example, a vendor’s B2B
Web site might require a password so that
access is exclusive to wholesale buyers.

BO: Abbreviation for “back order.”

BOM (beginning of month): The inven-
tory at the beginning of a month.

back order: Merchandise not available
when the first part of an order is sent, to be
shipped separately at a later date. Abbrevi-
ated as BO.

bait and switch: An illegal advertising tac-
tic in which customers brought into the
store by a low-priced offer are intentionally
steered toward a more expensive product.

balance sheet: A financial statement show-
ing the total assets and total liabilities of the
business, totaled to give the business’s net
worth.

banner: An ad across the top or bottom of a
Web site, usually able to serve as an instant
link to the advertiser’s site.

bar code: A universal product code that
can be machine read, showing the distribu-
tor’s number, as assigned by the Uniform

Product Code Council, and identifying the
individual item so that a price can be as-
signed to that item in the store’s Point-of-
Sale system.

big box stores: Very large, no-frills dis-
count stores.

big-ticket, large-ticket items: Expensive
products.

bill of lading: A receipt given by a truck-
ing company to the shipper, stating the na-
ture and quantity of the goods being
shipped.

book inventory: The dollar value of the in-
ventory, as stated in accounting records.

bottom line: The profit or loss line on the
income statement.

branding: Visual images and other compo-
nents that contribute to how a consumer
identifies a product or store. Cobranding is
putting a company’s brand on a secondary
item or even place (the Coke logo on a
Christmas ornament, for example).

bread and butter merchandise: Basic items
that should never be out of stock.

break-even point: When expenses equal
income; the business is neither earning nor
losing money.

breakage allowance: Permission to deduct
a certain amount from the invoice for any
items broken in shipment.

breakage insurance: A cost added to the
invoice for insurance against breakage in
shipment.

bricks and mortar: Internet term for an ac-
tual retail store, as opposed to an on-line
site. A Bricks and Clicks business sells both
in a traditional retail setting and on a Web
site.

bulk rate: (1) Lower rates on ads earned by
agreeing to purchase a certain amount of
advertising; (2) lower postal rates available
when mailing a large number of pieces at
the same time.
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bundling: Pricing two or more items to-
gether as a unit. Can be used to offer cus-
tomers a savings or to add markup without
customers noticing.
business plan: A written budget and state-
ment of intent outlining a plan for creating
and sustaining a new business.
buying group: Independent stores band-
ing together to purchase merchandise in
quantity in order to get better prices, terms,
and selection.
buying offices: Professional buyers lo-
cated in major market centers, or overseas,
who place wholesale orders on behalf of
client stores.
COD (cash on delivery), COD charges: A
payment method whereby the shipping
company collects payment for the merchan-
dise when delivering the goods. An extra
fee, called a COD charge, is almost always
added for COD service, and is usually paid
by the recipient.
COGS: Abbreviation for “cost of goods
sold.”
CRM (customer relationship manage-
ment): Developing good customer relations
by maintaining a dossier of current and po-
tential customers’ contact information, pur-
chase history, and preferences.
call system, up system: In stores with
salespeople on commission, a way of rotat-
ing who serves the next customer.
call tag: Authorization to return merchan-
dise, with the receiver, usually the vendor,
paying the freight. For example, a manufac-
turer might send a UPS call tag for the re-
turn of some defective merchandise. When
the goods are boxed and ready, UPS picks
up the parcel and returns it to the supplier.
camera-ready art: Ads or other items to be
printed that are already assembled in a
form that can be used without further alter-
ation by the printer.
cancel date, cancellation date: The date
after which you no longer want a merchan-

dise order to be shipped. You have the right
to refuse any goods sent after that date.

cancellation notice: Notification from a
vendor that products unavailable to ship
will not be held on back order.

capital: (1) The money raised to invest in a
business; (2) the equity the owners of a store
have in their business.

carriage trade: Upscale, wealthier market.

carrying charge: Interest on unpaid bal-
ances.

carrying cost: The expense of having
money tied up in inventory items, as well as
providing storage and display space for
them. An item purchased at wholesale for
$100 may have a much higher carrying cost
if it remains unsold for a long time.

case pack: A full carton of a single item,
sometimes specified as the minimum quan-
tity that can be ordered of that item. Ven-
dors allowing less than case pack orders
(broken case packs) sometimes give a lower
price on full case packs.

cash against documents (CAD): An im-
porting term, referring to the payment for
goods being due when proof of shipment
documents are presented.

cash discount: A discount on an invoice
when the bill is paid on receipt of the goods
or earlier than the due date. Somewhat of a
misnomer, since payment is almost always
made by check.

cash flow: The need to generate enough
cash from sales to pay the bills.

cash wrap (cash wrap counter): The check-
out area where customers conduct transac-
tions and have their purchases put in bags
or boxes or gift wrapped.

category killer: A single store or chain
large enough to dominate the market in a
certain category of merchandise, such as
toys or books, discounting prices and sell-
ing in quantities that saturate the market-
place.
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category management: A recent approach
to buying, used by large chains, in which
product groups are managed as a unit,
using extensive computerized data and
with the active cooperation of major ven-
dors, customized on a store-by-store basis.
charge-back: Retailer deductions from a
vendor’s invoice for breakage, freight al-
lowance, advertising, shortages, etc. Some
stores try to take advantage of suppliers
by taking unauthorized, and unjustified,
charge-backs.
chart of accounts: In bookkeeping, the
breakdown of expenses and income into
various categories.
cherry pick: Carefully selecting the best
items in a line of merchandise, often order-
ing just a few items instead of a broad as-
sortment.
classification: An assortment of related
merchandise grouped together within a
store. Also called a category or department.
clip art: Graphics, symbols, or other illus-
trations that may be used for some pur-
poses without paying for the rights or
obtaining permission from the artist.
closeouts: Discontinued merchandise sold
by wholesale vendors at a discount. Close-
outs often represent a good opportunity to
add greater markup as well as offer the
goods to customers at a more attractive
price.
collectibles: Merchandise limited in its
availability, which sometimes increases in
value if later resold by the customer on
what is called the secondary market.
column inch: The unit on which print ad-
vertising rates are based. The width of a col-
umn inch varies from one publication to the
next, but the height is a standard inch.
commission: A salary paid to a salesperson
based on a percentage of the sales made.
common area: Shared public areas in a
shopping center, such as the hallways, rest

rooms, and parking lot. See also lease
terms.
common carrier: Long-haul trucking com-
pany using semi trucks to transport large
shipments of goods to various delivery
points. Also called an LTL (less than truck-
load) shipper.
comp: (1) A mock-up of a proposed ad; (2)
a complimentary ticket or other item, often
provided to promote an event.
confirmation copy: An acknowledgment
of the receipt of a purchase order, confirm-
ing the prices and quantities ordered.
consignment: Goods displayed in the store
but not paid for unless sold. The ownership
of consignment goods does not pass to the
shop until the items are sold.
container: A large, standardized shipping
unit for overseas freight shipments by boat
or airplane.
contract rate: The rate charged by a publi-
cation for its advertising, depending on the
amount of advertising to be purchased over
a period of time.
cooperative: A business owned and con-
trolled by its users.
cooperative advertising: Advertising costs
shared by a vendor and the retailer.
copy: The verbal text of a print or broad-
cast advertisement.
corporation: A form of business, with one
or more shareholders forming a state-
chartered organization that functions as an
independent entity.
cost: The wholesale price of merchandise.
cost averaging: Basing the retail price on
the median of two different wholesale
prices, usually the standard price and a pro-
motional or discounted price.
cost of goods sold (COGS): A calculation
of the total wholesale cost of merchandise
that has been sold, taking into account ship-
ping costs and markdowns.
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counter cards: (1) Freestanding in-store
signs, often with easel backs; (2) greeting
cards sold individually.
credit references: Data provided to new
vendors by a store in order to apply for an
open account with favorable payment terms.
cross merchandising: Displaying comple-
mentary but unrelated items in one place,
such as red striped mugs, towels, and hats,
in order to prompt multiple purchases.
D & B: Dun & Bradstreet, a credit report-
ing firm providing ratings based on statis-
tics provided by the business and its
vendors.
DBA: A term used to identify the business
name an individual is using to “do business
as” (e.g., “Joe Smith, DBA Smith’s Florals”).
DOI: Date of invoice
dated order: A purchase order with a spe-
cific ship date required.
dating: Delayed payment terms, usually a
special arrangement in which seasonal
goods are not paid for until close to the time
the merchandise will be sold.
dead merchandise: Items no longer selling
well.
debit cards: Similar to credit cards, except
that debit cards immediately deduct the
amount of the purchase from the card
bearer’s bank account.
deep and narrow: To order a small selec-
tion of items, but in large quantities. The
opposite is shallow and broad, meaning to
carry a broad selection with only a few of
each item in stock.
deferred billing: For customer charge ac-
counts, an offer to delay the payment due
date in order to encourage immediate pur-
chases.
delivery date: The date merchandise or-
dered should arrive in the store.
demographics: Statistics describing vari-
ous features of a group of people, such 

as where they live and how much they 
earn.
depreciation: The decline in value of major
assets, such as furniture and fixtures.
direct imports: Merchandise imported by a
store directly from the country of origin.
direct mail: Advertising and promotions
mailed or faxed to a targeted group.
discount: Selling merchandise at a price re-
flecting less than standard markup. A dis-
counter is a store selling merchandise below
normal price levels and usually offering re-
duced customer service.
discounting (of an invoice): Taking a cash
discount, often 1 to 2 percent, in exchange
for paying an invoice earlier than the usual
due date.
display ad: A print advertisement that uses
graphics or pictures.
distributor: See middleman.
domain name: The officially registered
name (address) of an Internet site. Business
names usually end in .com.
double-entry bookkeeping: A system of
checks and balances in which every entry is
listed as both a credit and a debit. Single-
entry bookkeeping is like a personal check-
book register, without the balancing of debits
and credits, which helps ensure accuracy.
doughnut: In radio advertising, an ad that
allows a blank space for the announcer to
speak. A spot for a shopping district, for ex-
ample, might have a general message at the
beginning and end, with time for copy
about a specific store in between.
drop ship: To have merchandise sent di-
rectly from the supplier to the customer, by-
passing the store.
dump: A disposable freestanding display
provided by the vendor, usually featuring a
single type of merchandise.
EDI (electronic data interchange or inter-
face): Sharing data electronically, rather
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than on paper. A direct link between the
store’s point-of-sale cash register system
and the computer of a major vendor. This
system allows for automatic reorders 
when the store’s inventory falls below a
predetermined level. May also be used for
tax filing.
EOM (end of month): (1) An invoice pay-
ment term that means the bill is due at the
end of the month in which the shipment
was made; (2) EOM inventory refers to the
inventory value at the end of a month.
e-commerce, e-business: Using the Internet
to sell merchandise or services.
end cap: The short end of a freestanding
gondola display, often used for rotating dis-
plays highlighting certain products. In large
stores, the end cap displays are at the end of
the aisles, attracting customers’ attention to
the products in that area.
equity, equity financing: (1) The value
owned in a business or property, beyond
the amount owed to other parties; (2) fi-
nancing a business by giving a certain
amount of interest, or ownership, in the
business in exchange for the investment.
exclusive: (1) The promise that the same
line of merchandise won’t be sold to a
nearby competitor; (2) the promise that a
certain item won’t be sold to any other store
or mail order catalog during a certain time
period; (3) an item available only through
one supplier (as opposed to being trade
goods).
expense: Money paid out to run the busi-
ness, such as rent and utilities, but not to
purchase merchandise to sell.
extend: To extend a purchase order is to
multiply the quantity ordered times the
price per item, and then to add these exten-
sions together to get the total amount of the
order.
extended terms: Added time before an in-
voice will be due.

FFA (full freight allowed): See freight al-
lowance.
FICA (Federal Insurance Contributions
Act): Social security taxes.
FOB (free on board): The point at which
shipping costs begin to be the responsibility
of the store rather than the supplier. Usu-
ally used to designate the city or town the
shipment will originate from (e.g., FOB
New York).
factor: A bank or finance company that
provides funds to a manufacturer or im-
porter by “buying” its accounts receivable.
Payments from retailers are then usually
payable to the factor rather than the vendor.
fidelity card: See smart card.
first cost: On imported goods, the cost be-
fore shipping and customs fees are added.
fiscal year: The twelve months that make
up the business’s financial year for tax pur-
poses; often, but not always, the same as the
calendar year.
fixed assets: Long-term assets, such as
buildings, furniture, and fixtures.
fixed costs: Costs that don’t change from
month to month, such as rent. Other ex-
penses, such as utilities, are variable.
flyer, flier: In advertising, a single-page
handout or circular.
focus group: A small group of current or
potential customers willing to get together
for a discussion about one or two specific
issues relating to the business, such as mar-
keting plans and merchandise selection.
foot traffic: The average number of pedes-
trians passing by the store on a given day.
football: The price of an item is said to be
footballed around when it is subject to fre-
quent changes, especially due to discount-
ing and competition.
franchise: A licensing agreement in which
the franchisee buys the rights to own and
run a store in a specific geographic area
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based on a concept developed by the fran-
chiser. Usually franchise fees cover the use
of the business name and logo and assis-
tance with buying, store design, and mar-
keting.
freight allowance: Credit from the vendor
toward the cost of shipping goods to a
store. Full freight allowance means that the
supplier will pay the entire shipping cost
up front or reimburse the store for all ship-
ping fees. A percentage freight allowance, such
as 2 percent, is figured on the value of the
goods, not on a percentage of the freight
costs.
freight claim: A request for reimbursement
from the shipping company for merchan-
dise lost or broken while in transit.
freight collect: The trucking company col-
lects payment for the shipping fee on deliv-
ery.
frequency: The number of times a poten-
tial customer may hear or see an advertis-
ing message.
furniture and fixtures: The display fix-
tures, office furniture, and other major fur-
nishings of a store.
future dating: See dated order and dating.
GWP (gift with purchase): A free item
(often provided by the manufacturer) given
to a customer with the purchase of a specific
piece of merchandise.
gondola: A freestanding, rectangular dis-
play with shelves or hooks on the two long
sides and room for special displays on the
ends, or end caps.
goodwill: An amount paid in purchasing a
business that is usually based on the consis-
tent profitability, or earning power, of the
business.
gross: (1) The gross profit, or gross margin,
is the net sales less the cost of goods sold.
This is the profit before operating expenses
are deducted; (2) a gross of an item is 12
dozen, or 144 pieces.

guaranteed sale: A vendor’s offer of mer-
chandise with a promise to take back un-
sold goods, usually after a specific time
period, in exchange for a refund or credit
toward other merchandise.

half-tone: A black-and-white photograph
prepared for printing.

hard goods, hard lines: In housewares,
major appliances.

high design: Stylish, contemporary prod-
ucts. Similar to high fashion.

hold (hold slip, on hold): To put an item
aside, without a layaway arrangement, for a
customer to pick up at a later date. The “on-
hold slip” is a form used to tag the mer-
chandise.

hot item: Merchandise that is currently
popular and selling quickly.

hot stamping: A method of printing the
store name or logo on boxes and bags using
a foil imprinting machine.

in the black, in the red: Terms referring to
whether a store’s financial reports show a
profit (in the black) or a loss (in the red).

inventory: (1) The merchandise a store has
on hand to sell; (2) a physical inventory is a
tally of every item in the store, a merchan-
dise census. Inventory can be referred to at
its retail or wholesale (cost) value.

inventory turns: A mathematical calcula-
tion of how many times a store’s mer-
chandise stock is sold and replaced in a
given period. An “inventory turn” equals
sales divided by inventory value. Annual
sales of $200,000 at retail, with an inventory
averaging $100,000 at retail, means the
store is getting two inventory turns. The
higher the number of turns, the more effi-
ciently the store’s inventory dollars are
being used.

invoice: A bill for merchandise or services.

job lot: A grouping of assorted items of
merchandise, purchased as a unit.
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KD (knocked down): Merchandise sold
unassembled, especially furniture.

keystone: 100 percent markup of the
wholesale price (e.g., an item wholesaling
for $50 would sell for $100 retail at keystone
markup).

L/C: See letter of credit.

LLC (Limited Liability Company): A cor-
poration in which the responsibility of the
shareholders is limited to the amount each
has invested in the company.

landed cost: On imported merchandise,
the wholesale cost, including shipping.

layaway: Holding merchandise for a cus-
tomer to purchase at a later date, usually
with a down payment paid at the time it
is put on layaway. Sometimes customers
make partial payments on a layaway item
before paying off the total price.

layout: The allocation of merchandise and
fixtures on the floor plan of the store.

lead time: The time between when an
order is placed and when it arrives.

leaning on the trade: Solving cash flow
problems by delaying payment to ven-
dors—in essence, borrowing money from
them without their permission.

lease terms: A shell is four walls, roof, and
dirt floor, with no wiring or plumbing; a
half-shell adds doors, wallboard, and con-
crete floor, and possibly heat and plumb-
ing. Key or turnkey means a finished space
ready to decorate. Common area mainte-
nance refers to paying for the upkeep of
sections of the mall or shopping center
shared by all tenants. Will divide to suit
means the landlord will pay for structural
changes in the space. An escalator clause
raises the rent as the building owner’s costs,
such as real estate taxes, increase. See also
net lease; triple net.

leased department: A department within a
store under separate ownership but oper-
ated as part of the rest of the store.

leasehold improvements: Major improve-
ments made by the tenant to a leased space.
Leasehold improvements are considered
assets and can be depreciated.
letter of credit (L/C): In importing, a sys-
tem of international credit that is, in effect, a
short-term loan from a bank to an interna-
tionally recognized bank, assuring a foreign
supplier it will be paid for a shipment.
leverage: Using borrowed funds to gener-
ate a return from a business venture. A
highly leveraged store has a great deal of
borrowed debt.
liabilities: In accounting, anything that is
owed by an individual or company. See
also assets.
licensed product: Merchandise for which a
licensing fee has been paid to the individual
or company owning the rights to that
image. The cost of Winnie the Pooh book-
ends, for example, includes a licensing fee
to Disney, which owns the rights to classic
Pooh merchandise in the United States.
lien: A claim made on a property or busi-
ness as security for a debt.
lifestyle merchandise: Goods selected be-
cause they reflect certain living habits; often
used to refer to affordable, contemporary
merchandise.
limited partnership: A business format in
which the partners are investors only, with
liability limited to the amount of their in-
vestment. They are prohibited from partici-
pating in the operation and management of
the business.
line of credit: A loan preapproved for a set
amount, to be drawn on as needed.
liquidity: The ease with which assets can
be converted into cash.
list price: The manufacturer’s suggested
retail price.
logo: A symbolic representation of the
business, or the business name written in a
certain typestyle.
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loss leaders: Goods advertised at low
markup in order to attract customers into
the store.
lower of cost or market: A method of valu-
ing inventory as conservatively as possible.
Cost refers to the amount actually paid for
the goods when purchased, whereas market
is the value if purchasing the goods at the
time of the valuation.
margin: The difference between the total
cost of an item and its retail price. Also
called the gross margin. See also markup.
markdown: The difference between the
original retail price and a reduced price.
Vendors occasionally offer a markdown al-
lowance on older merchandise in order to
get a new order.
markon: See markup.
markup: The amount added to the whole-
sale price to make up the retail price.
Markup can be looked at two ways: Some
people say an item purchased for $50 and
sold for $100 has a 100 percent markup (or
markon); others call this a 50 percent
markup (or margin).
mass merchandisers: Big stores aimed at a
broad segment of the population, usually
featuring large quantities of each item and
low prices.
massing: Displaying large quantities of a
single item.
megastores: Giant stores, often discount
operations.
merchandising: Buying and displaying
goods for sale.
meta tag: An HTML (hypertext markup
language) document not displayed on a
Web site, which provides search engines
with a coded description of the site’s 
content.
middleman: A distributor who buys mer-
chandise from one or more sources and sells
it at a profit to a retailer, who will add more
markup before selling it to the consumer.

minimum order: The lowest dollar amount
a vendor will accept for a wholesale order
without adding a small order penalty. The
purpose of setting a minimum order is to
make sure all orders are large enough to be
worthwhile for the vendor and to encour-
age retailers to order enough product to
give the line a fair representation.

minimum wage: The lowest hourly salary
allowed by state or federal law, whichever
is higher.

NA: Abbreviation for “not available,” “not
applicable.”

NR: Abbreviation for “not received.”

NSF: Abbreviation for “not sufficient
funds.”

net: (1) The lowest possible amount. In
wholesale pricing, the net is the price after
any deductions are taken; (2) in financial
statements, the net profit is the gross profit
less all operating expenses; (3) on invoices,
“net” refers to when the entire amount is
due (e.g., “net 30” means the invoice is
payable thirty days after the invoice date).

net lease: A rental agreement in which the
retailer pays for some other costs, such as
taxes, insurance, and maintenance, in addi-
tion to the base rent. See also triple net
lease.

net/net: The wholesale price after all dis-
counts have been taken.

niche store: A shop aimed at a small, fo-
cused segment of the market, preferably
one that is unserved or underserved by the
existing competition.

notes payable: Outstanding loans, debts.

OH: Abbreviation for “on hand” (in stock).

OS: Abbreviation for “out of stock.”

OTB: Abbreviation for “open to buy.”

occupancy cost: The total amount paid to
the landlord to lease a commercial space, in-
cluding such items as rent, utilities, and a
percentage of sales.
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off-price retailing: Buying merchandise,
often closeouts, at lower than usual whole-
sale prices in order to sell the goods at at-
tractive prices.
offset: Compensation for the cost of a dis-
play fixture, usually given in merchandise.
“Offset at retail” means the free goods are
valued at their suggested retail price. “Off-
set at wholesale” means the free merchan-
dise is valued at wholesale and often fully
equals the cost of the display.
on the water: En route from overseas.
open account: An established relationship
with a vendor allowing merchandise to be
shipped to the retailer on credit.
open order: A purchase order that has not
been shipped.
open rate: The higher advertising rate paid
by a one-time advertiser in a magazine or
newspaper.
open stock: Merchandise sold by the piece
rather than by the set.
open to buy: The budgeted amount avail-
able for new merchandise to arrive during a
certain time period for a specific depart-
ment. For example, June’s “open to buy” in
jewelry might be $5,000. This figure is based
on that department’s starting inventory and
projected sales for that month. Sometimes
abbreviated as OTB.
opportunity cost: Taking into account the
fact that money used to purchase certain in-
ventory could have been used for some
other purpose.
outsourcing: Paying an outside company
to handle a task that could also be done in
house, such as payroll.
overhead: The costs involved in operating a
store, such as payroll, rent, and utilities.
overtime: Hours worked in excess of forty
hours during a seven-day period.
P & L (profit and loss statement): A finan-
cial statement showing the store’s income

and expenses. Same as an income state-
ment.
PLU (price look up): A computerized
method of checking prices by programming
code numbers or bar codes into a point-of-
sale cash register system.
PO: Abbreviation for purchase order.
POP (point of purchase): Selling materials,
such as a display or sign, provided by the
vendor to help sell a certain product.
POS system (point of sale system or termi-
nal): A computerized, or automated, cash
register system that compiles data about
merchandise sold and also sometimes infor-
mation about customers.
PWP (purchase with purchase): An item
offered at a discount with the purchase of
another product.
packing slip, packing list: A receipt listing
merchandise included in a shipment. Often
shows what merchandise has been back or-
dered or canceled. Packing lists can usually
be distinguished from invoices by the fact
that they do not show the total amount
owed at the bottom of the page. Also called
a picking list.
partnership: A legal form of business in
which two or more individuals assume re-
sponsibility for the assets and liabilities of a
business, reporting the taxable income of
the business as their personal income.
perceived value: The price of an item be-
lieved by the purchaser to be the fair market
price.
percentage of sales: Rent based in part on
the store’s total sales.
perpetual inventory: A current inventory
dollar value arrived at by continuously
adding purchases to the starting inventory
and subtracting the cost of goods sold.
physical inventory: See inventory.
plan-o-gram: A suggested layout from a
vendor for a line of merchandise, usually
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based on the use of a section of slatwall,
shelving, or pegboard.
positioning: How you want your store to
be perceived by your customers, especially
in relation to your competitors.
prepaid: (1) Merchandise paid for before
being shipped, either at the time the order is
placed or when it is ready to ship; (2) an
order for which transportation costs have
been paid by the shipper, sometimes to be
reimbursed by the recipient as part of the
invoice total.
press release: A notification of coming
events or new products sent to the media in
the hope of free publicity.
price code: A symbol on a price tag en-
coded with the name of the vendor, date of
arrival, or other pertinent data.
price gun: A hand-held printer and dis-
penser of self-adhesive price tags.
price point: A specific price or general
price category. For example, a store might
want to have a good selection of toys at the
$5 price point.
private label: Merchandise manufactured
for different stores but custom labeled with
each store’s name and logo.
pro forma invoice: An invoice to be paid
in advance when the merchandise is ready
to be shipped. Same as prepayment.
product life cycle: A theory that products
go through a predictable cycle of popular-
ity, from introduction to market saturation
to decline.
program order: A dated purchase order
with multiple ship dates. As the later dates
approach, portions of the order may be can-
celed or increased depending on needs.
promotion: An advertising program, such
as a 20 percent off promotion on cookbooks.
proof: A copy of an ad or other printed ma-
terial provided for correction before going
to press.

proprietary credit card program: In-house
charge accounts for customers, with special
credit cards featuring the store name.

public relations, PR: Communication with
the public through unpaid media coverage.

purchase order, PO: A listing of products
being ordered, stating the item numbers,
quantity desired, a brief product descrip-
tion, payment terms, special specifications
for delivery, and the quoted wholesale prices.

purchase order number: A code number
assigned to a purchase order by the store,
and sometimes also by the sales rep or the
vendor (e.g., the date the order is written
can be used as a purchase order number to
distinguish that order from others written
with the same vendor at other times).

quick ratio: See acid test ratio.

RA number (return authorization num-
ber): A code number indicating that the
vendor has agreed to take back the mer-
chandise being returned.

ROG (receipt of goods): An invoice term
used to determine the date due, as in “net
30 ROG,” which means the bill must be
paid thirty days after the goods are received
by the store.

ROI (return on investment): The financial
gain from a business in relation to the
amount invested in it. Calculated by divid-
ing the net income by the total assets.

RTA (ready to assemble): Merchandise
sold knocked down, or unassembled.

rack jobber: A wholesale supplier who vis-
its a store regularly to take inventories of
certain merchandise and replenish the
stock.

rate card: A price list for advertising rates,
often including information about the audi-
ence that the advertising will reach.

receivables: Money owed to the store, for
example, by customers buying on credit.
Receivables are considered assets.
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reconciliation: (1) Cash register reconcilia-
tion: making sure the daily total of cash,
checks, and charges matches the register’s
totals; (2) bank statement reconciliation: the
balancing of the store’s checking account.

references: Companies with a history of
selling to the store on credit, willing to
share credit history with other suppliers.

remainders: Discontinued items sold by
suppliers at a discount, especially books.

resale number: A state-issued identifica-
tion number that allows a store to buy mer-
chandise to resell without paying sales tax
on it; also used to report and pay sales tax
collected from customers. The resale num-
ber is assigned when the seller’s permit is is-
sued.

restocking charge: A fee charged by some
suppliers for taking back authorized re-
turns of merchandise, usually 10 to 25 per-
cent of the wholesale price.

retail price: The price of an item when of-
fered to the consumer, based on the whole-
sale price of the item plus markup. See also
SRP.

S Corporation: A subchapter S corpora-
tion, in which the shareholders report the
corporation’s profits as if they were part-
ners rather than shareholders.

SKU (stock-keeping unit): Items of mer-
chandise of the same style, color, and size.
A store with a total of seventy-five clocks
but just ten different styles, would be said
to stock ten SKUs in that category.

SRP (suggested retail price): The price rec-
ommended by the manufacturer.

sales floor, selling area: The space in a
store devoted to displaying and selling
merchandise.

sales per square foot: A figure arrived at
by dividing annual sales at retail by the
number of square feet of selling space in the
store.

sales representative, sales rep: A salesper-
son, usually working on commission, pre-
senting one or more wholesale lines of 
merchandise to store buyers for their con-
sideration.
seasonal merchandise: Goods that don’t
sell equally well all year round because
they relate to a particular holiday or season.
secondary market: The reselling of mer-
chandise already purchased at retail. Some
collectibles, such as figurines, are sold on
the secondary market for more than their
original retail price.
sell-through: How well an item or line sells
in the store. Complete sell-through in a
short period of time is ideal.
seller’s permit: See resale number.
service merchandiser: An outside vendor
that does inventories and reorders for a
store on a periodic basis. Similar to a rack
jobber.
shelf life: The length of time an item can
remain on display without deteriorating.
ship date: The date on which merchandise
ordered is to be shipped.
short, shortage, short shipment: Items miss-
ing from a shipment that are listed on the in-
voice and packing list as having being sent.
show special: A reduced price or special
terms offered on orders written during the
course of a trade show in order to create
urgency in ordering.
showroom: A permanent wholesale dis-
play of merchandise.
shrinkage: A decrease in inventory levels
due to shoplifting, employee theft, dona-
tions, breakage, and other causes. Shrink-
age accounts for the difference between the
physical inventory and the dollar value of
the perpetual inventory.
shrink wrap: A cellophane used for wrap-
ping products and gift baskets that shrinks
to fit when heated with a hot air gun.
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silent partner: An investor who does not
participate in the day-to-day operation of
the business.

slatwall: A sturdy surface covering with
regularly spaced horizontal grooves de-
signed to hold hooks, shelves, and other
merchandise display fixtures.

slick: See ad slicks.

smart card: Also called a fidelity card, a
magnetically encoded card that deducts
coupon-like specials from the customer’s
total when checking out; serves as a check
cashing card and encodes purchase infor-
mation for the store’s database. Also, a card
encoded with a cash balance, which is deb-
ited with every transaction.

softgoods: In housewares and department
stores, merchandise made of fabric, such as
clothing, linens, and towels.

sole proprietorship: A business owned by
one individual, or in some states a husband
and wife, with the taxable income reported
as personal income, and all liability as-
sumed by the owner(s).

souvenir: To personalize an item with the
name of the location. A sand dollar paper-
weight, for example, might be souvenired
with “Florida.”

special events: Activities set up to attract
customers to a store or shopping center.

spiff: An extra incentive paid to the sales-
person for selling a certain product or to a
wholesale buyer for ordering a certain line.
Also known as push money.

spot: A radio or TV commercial. A 30 spot
is 30 seconds long.

square footage: The area of a store, mea-
sured by multiplying the length by the width.

statement: (1) A vendor’s monthly recap of
current invoices and credits; (2) a display of
merchandise large enough to catch the cus-
tomer’s attention, as in “you won’t be able
to sell these if you don’t order enough to

make a statement.” Also referred to as telling
a story.

stockroom: An area for unpacking and
storing merchandise.

stock rotation: Moving older stock to the
front in order to sell it first.

stockouts: When a supplier, or a store, is
sold out of an item.

strip mall: A shopping center with an out-
side entrance for each store.

styleout: A product assortment recom-
mended by the vendor.

subs, substitutions: Vendors’ choices of
items to send when those ordered are not
available. It is often worthwhile to specify
“no subs” if you do not wish to accept any
items other than the ones ordered.

tag line: (1) A slogan that sums up a store’s
identity; (2) the last few seconds added to a
vendor-supplied radio or TV spot, describ-
ing the store or promoting an event.

target market: The primary group of con-
sumers to whom a vendor or retailer aims
products, services, or advertising.

tear sheets: Copies of printed ads torn out
of the newspaper or magazine, usually 
by the publisher; often required when sub-
stantiating claims for advertising allow-
ances.

tender: The mode of payment used by a
customer, such as cash, check, or charge. A
split tender is the use of a check for part of
the sale and cash for the remainder.

terms: Provisions stating how and when a
vendor is to be paid (e.g., COD, net 30, pro
forma).

third-party checks: Checks made out to
someone else and then signed over to the
store, for example a customer’s paycheck
endorsed payable to the retailer. Not ac-
cepted by most stores.

till: The money in the cash register drawer.

Glossary 349



tonnage: A very large amount of merchan-
dise, sometimes displayed “stacked out” in
its cartons, a technique called a bulk stack.
trade: (1) “Open to the trade only” refers to
a wholesale show open only to qualified
buyers, not the public; (2) taking something
out in trade: see tradeout; (3) carriage trade:
well-to-do customers.
trade goods: Merchandise, usually from the
Orient, available through many different
importers (not exclusive to one company).
trade show: A market open to qualified
wholesale buyers.
tradeout: Swapping goods or services for
advertising (e.g., getting radio spots in ex-
change for providing prizes for an on-air
promotion).
transshipping: Reselling merchandise to
another store, usually one not able (or au-
thorized) to purchase the goods directly
from the supplier. A discounter, for exam-
ple, might get merchandise transshipped by
a store that purportedly ordered the goods
to sell at full price.
trend: Changes in customer buying habits,
such as the trend toward home entertain-
ing. Also used to refer to goods whose pop-
ularity may be extreme but transient.
triple net, net net net lease: A rental agree-
ment whereby the tenant pays rent plus all
the location’s operating and structural ex-
penses, including building maintenance
and repairs and property taxes.
trunk show: A collection of merchandise,
often clothes or jewelry, presented by the
designer, manufacturer, or sales represen-
tative in the store.
turnkey: See lease terms.
turnover, turns: See inventory turns.
UPC (Universal Product Code): See bar
code.

undercapitalized: Not having adequate
funds to operate a business from day to
day.
upselling: Increasing the amount sold to
each customer (the average sale) through
customer service stressing better mer-
chandise and add-on sales.
value-added merchandising: Enhancing
the shopping experience by offering cus-
tomers an item or service for free or at a low
price. Value-added promotions include gift
with purchase and purchase with purchase.
vendor: A supplier of merchandise, usually
a manufacturer, importer, or distributor.
venture capitalists: Individuals or groups
of investors who finance a business in ex-
change for a percentage of the profits. Ven-
ture capitalists, unlike limited partners,
may get involved in running the business.
vesting: The time period after which an
employee owns the full amount of the
money accrued in his or her pension fund.
When employees leave without being fully
vested, a portion of their fund may revert to
the others still in the plan.
visual merchandising: Creating the im-
pulse to buy by displaying merchandise
attractively, often accompanied by appro-
priate signage.
white space: An advertising term for un-
filled areas in an ad, which help call at-
tention to the graphics and text.
wholesale price: Lower-than-retail price
paid by a store for supplies or merchandise
purchased in quantity.
wholesaler, jobber, distributor: A supplier
who sells merchandise, usually as a mid-
dleman, at wholesale to a store.
zoned coverage: Advertising that appears
only in certain zones of a newspaper’s cir-
culation.
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www.smbiz.com A private business site providing tax and management
guidance.

www.StartupJournal.com The Wall Street Journal’s site for entrepreneurs
starting or buying a business.
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Ad slicks, 228
Advertising

agencies, 227–228
alternative uses of, 248
with bag stuffers and brochures, 

237–238
budget for, 224–225
with business cards, 237
with catalogs, 241–243, 327
choosing media for, 226–227
co-op, 228–230
with coupons, 256, 263–264
direct mail, see Direct mail advertising
displays, 98–99
e-mail, 251–252
for employees, 151–152
evaluating, 256–257
fusion, 230
for image, 225
Internet, 248–256, 327
mailing lists, 239–245
with newsletters, 243–244
with newspapers and magazines,

231–235. See also Print advertising
with packaging, 207–209, 238–239
point-of-purchase (POP), 70
with postcards, 244–245, 251
prices in, 262
for product promotion, 225, 250

with radio, 245–247, 248
rates, 234–235
for sales, 225, 260–262
seasonal, 224
for special events, 225, 250
in the store, 236–239
targeting, 225–226
with television, 247–248
types of, 224, 225
in white pages, 193, 236
in yellow pages, 205, 235–236

Advisory team, professional, 30, 304
Affordable Futons, 253
Americans with Disabilities Act, 51, 71, 76,

300
Anchor stores, 24
Application for employment, 153–155
Application for Employment Form, 154–155
Aromas, 75
Arrivals Chart, 121
Awnings, 56–58

Back Order Check-In Form, 123
Back orders, 112, 122–123
Background checks, 158
Balance sheet, 43
Bar codes, 34–35
Barebones, 270
Basic Brown Bear Factory, 270



Benefits, employee, see Employee benefits
Benetton, 257
Bennett’s, 143
Big box retailers, 4
Blackberry, 7
Bloomingdale’s, 276–277
Body Shop, The, 75, 82, 257, 325, 327
Bonuses, employee, 176–177
Bookkeeping, 33, 39–43. See also Financial

records
computers and alternatives, 42–43
disbursements, 41–42
double entry, 39–40
petty cash, 41

Bord & Stol, 13, 27, 325
Borders Book Shop, 244
Branch stores, 323–325
Brookfield Zoo, 89, 90
Budgeting, open-to-buy, 81–82
Budgets

advertising, 224–225
in business plan, 14–15
buying, 80–82
projecting, 45
store design, 51–52

Business cards, 237
Business format

cooperatives, 18–19
corporations, 16–17
partnerships, 17–18
sole proprietorships, 16

Business insurance, 304–305
Business management

open-book style, 177
participative democracy, 156–157, 164,

177–178, 180
Business plan, 14–15, 45
Buy the Book, 24
Buying a business, 12–14
Buying groups, 84
Buying trips

destinations, 101–102
trade shows, 102–104

Cabrini Gifts, 14
Call tag, 124
Canterbury Booksellers, 266, 317
Carmen’s, 291

Cash on delivery (COD), 108, 126
Cash flow

forecasting, 45
problems, 317–318

Cash Refund Form, 196
Cash register fund (till), 35 
Cash register systems

and bar codes, 34–35
daily report, 35–36
and point-of-sale (POS) systems, 34, 36,

93, 267, 325
and sales tax, 33–34

Catalog groups, 241–242
Catalogs, 241–243
Category killers, 4
Ceilings, 63–64
Charitable donations

advantages of, 283–285, 301–302
donating time, 301
fund-raisers and benefits, 287–288
goods that do good, 288–289
policies for, 284
of unwanted goods, 286

Checkout area
design, 70–72
and impulse buying, 133
placement, 60
signs for, 70–71
supplies for, 71–72

Checks, personal, 37–38
Chickadee Depot, 264, 281
Children

with customers, 202–203
of employees, 10

Closing your store, 331–332
COD, see Cash on delivery
Coldwater Creek, 29
Collateral, 19
Collector’s clubs, 268–269
Commissions, employee, 168–169
Community improvement

community leadership, 299–300
donating time, 301
environmental, 295–296
hiring the disabled, 300
support of the arts, 297–298
support of schools, 298–299

Compensation, employee, 168–170
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Competition
from discounters, 4, 191, 262
and market size, 3–4

Confidentiality, 179–180
Consignment goods, 86–87
Contests, 273–274
Co-op advertising, 228–230
Co-op buying, 84
Cooperatives, 18–19
Corporate accounts, 206–207 
Corporations, 16–17
Cost of goods sold (COGS), 43
Costumed characters, 273
Coupons, 256, 263–265
Covenant not to compete, 13. See also

Noncompete clause
Coyne’s & Company, 228–229
Crabtree & Evelyn, 53, 136, 137, 265
Crate & Barrel, 52, 143
Credit references, 102, 106, 107
Credit cards, 36–37, 38–39
Credit Reference Sheet, 107
Credit Slip, 198
Crime

employee theft, 307–309
prevention, 309–310
shoplifing, 305–307
vandalism, 313–314

Customer base, 4
Customer council, 3, 222
Customer Hold Card, 219
Customer loyalty programs, 267
Customer relationship management, 254
Customer Request Card, 217
Customers

Disabled, see Disabled customers
problem, 312–313
targeting, 79–80, 225–226

Customer service
complaints, 188, 312–313
corporate accounts, 206–207
customer convenience and comfort,

201–203
delivery, 209–210
employee motivation and training for,

189–191
evaluation of, 221–222
gift certificates, 214

gift wrapping, 71–72, 207–209, 293
layaways, 219–220
personal shoppers, 205–206
shipping, 209–210
special, 203
special orders, 216–217
wedding and gift registries, 210, 212–213

Customer surveys, 221–222, 250
Custom merchandise and manufacturing,

87–89, 328

Data capture unit, 37
Dating, 111–113
Dealerships, 11
Debit cards, 37
Defective Merchandise Form, 199
Delegating, 147–148
Delivery service, 209–210
Demographics, 3
Destination store, 23
Direct importing, 89–91, 328
Direct mail advertising

with catalogs, 241–243, 327
mailing lists, 239–241
with newsletters, 243–244
with postcards, 244–245

Disability and life insurance, 173–174
Disabled customers, 51, 201, 203

aisle width for, 53–54, 203
checkout counters for, 71
and entrances, 295–296
flooring for, 60–61
rest rooms for, 75–76, 201
and steps, 64–65, 203

Discount and courtesy cards, 175–176,
267–268

Discount stores, 4, 191, 262
Disney, 28, 188
Display, 130–133

at checkout counter, 133
color blocking, 131
cross merchandising, 132–133
fixtures, 53, 54, 65–68, 69, 131–133
maintenance, 133–134
repetition, 131
seasonal, 132, 144
and store layout, 58–60
store window, 134–144
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Display (cont.)
dressers, 136
ideas for, 135–136
mistakes, 143–144
props and materials, 136, 138–139
signs, 141–142

visual merchandising, 120, 135, 144
Domain name, 32, 249, 255
Doors and windows, 55–56
Double entry bookkeeping, see

Bookkeeping
Dress code, 165–166
Dun & Bradstreet, 108

East Towne Mall, 299
Education, 6–7, 298–299
E-mail, 249, 251–252
Employee benefits, 150, 164–165, 172–176

disability and life insurance, 173–174
discount and courtesy cards, 175–176
goal setting and bonuses, 169, 176–177
health insurance, 173
retirement plans, 174–175
unemployment compensation, 172–173
workers’ compensation insurance, 172

Employee Courtesy Discount Card, 176
Employee dress code, 165–166
Employee Emergency Contact Form, 162
Employee Evaluation Form, 179
Employee handbook, 164–165
Employees

advancement of, 151
and buying trips, 104
communication with, 185, 190–191,

315–316
compensation, 168–170
evaluations, 178–179
exit interview, 184
firing, 181–184
hiring

application form, 153–155
application review, 156
background checks, 158
the disabled, 300
employment agreement, 160–161
and government forms, 158–159
interviews, 156–158
references, 158
trial period, 160, 161

job titles, 148
layoffs, 183–184
managing, 146–148
morale and team spirit, 184–186, 314–316
name tags, 165
need for, 145–146
overtime, 169–170
performance problems, 180–181, 314–316
scheduling, 166–168
sources of, 150–152
and store closing, 332
store manager, 149
temporary help agencies, 152
training, 163–164, 190–191
vacation scheduling, 167

Employee theft, 307–309
Employer identification number (EIN), 22,

158
Employment agreement, 160
Employment Agreement Form, 161
Entrance, entranceway, 55–56, 58
Environmental concerns

bags, 293–294
and consumer education, 292
durability of goods, 290–291
and gift wrapping, 293
minimal impact retailing, 295–296
packaging dilemma, 292–293, 294–295
recycling, reducing, and reusing,

289–290, 296
and shipping, 294–295

Equity investors, 20–22
Erik’s Bike Shop, 225
Events (promotional and sales) outside the

store, 277–278
Exchanges and returns, see Returns and

exchanges
Existing business, buying, 12–14
Exit interview, 184

Family business succession, 334–335
Family Tree Garden and Gift Center, 317 
FICA, 22, 170
Filing, records, 47–48
Financial ratios, 44
Financial records

and accountants, 44
accounting reports, 43–44
bookkeeping systems, 33, 39–43
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budgets and planning, 45
cash register systems, 33–35
charge accounts, 38–39
inventory, 45–46
ratios and comparisons, 44

Financial risk, 8
Financial trouble, 316–319
Financing

amount needed to start, 11, 19–20
with bank loans, 20
and collateral, 19
for growth, 325–326
with investors, 20–21
with private loans, 20–21
through credit cards, 21–22, 41, 108, 318

Fire prevention, 310–311
Fires, storms, and natural disasters,

310–312
Firing, 181–184
Fiscal year, 16
Flea markets, 6
Flexible scheduling, 166–168
Flooring, 60–61
FOB shipping, 114
Focus groups, 2–3, 78
Forms

Application for Employment, 154–155
Arrivals Chart, 121
Back Order Check-In, 123
Cash Refund Form, 196
Credit Reference Sheet, 107
Credit Slip, 198
Customer Hold, 219 
Customer Request, 217
Defective Merchandise, 199
Employee Courtesy Discount Card, 176
Employee Emergency Contact Form, 162
Employee Evaluation Form, 179
Employment Agreement, 161
Gift Certificate Record, 215
Gift Receipt, 197
Job Performance Improvement Agreement,

182
Layaway, 220
New Arrivals Problem, 125
On Hold, 218
Perpetual Inventory Sheet, 94
Purchase Order, 110
Return Policy, 200

Senior Citizen Discount Card, 268
Shipping Form, 211
Thank You for Your Order, 212
Time Card, 171
When Will You Ship?, 127

Fragrance, 75
Franchises, 10–12
Franchising your store, 326–327
Freight allowance, 114
Freight claims, 124
Frequent buyer programs, 266, 267
Fund-raisers and benefits, 287–288
Fusion advertising, 230
Future planning, 322

branch stores, 323–325
closing your store, 331–332
family business succession, 334–335
financing growth, 325–326
franchising, 326–327
mail order and Internet marketing, 327
manufacturing and custom

merchandise, 328
for the mature business, 335–336
retirement, 174–175, 333–334
selling your store, 329–330
and success, 323
wholesale marketing, 328
wills, 332–333

Gage, Incorporated, 328
GAIA Bookstore, 300
Gift Certificate Record, 215
Gift certificates, 214
Gift Gallery/Northridge Pharmacy, 299
Gift Receipt, 197
Gift wrapping, 71–72, 207–209

and environmental concerns, 293
Gloria Jean’s Coffee Bean, 192
Going out of business, 331–332
Graffiti, 314
Grand opening, 276, 287–288
Guest appearances, 272–273
Guild Bookstore, 307

Hallmark, 11
Harrod’s Department Store, 261
Hayloft, The, 269
Health insurance, 173 
Hiring, see Employees, hiring
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Hours, 24, 192–193
Hummel Gift Shop, 247

Image advertising, 225
Immigration and Naturalization Service

(INS), 159
Importing, direct, 89–91
Income statement, 43
Incubator shops, 6
INS, see Immigration and Naturalization

Service
Insurance

business, 304–305
interruption, 304

disability and life, 173–174
health, 173
key-executive, 174
key-person, 174
unemployment, 172–173
workers’ compensation, 172

Internet retailing, 248–256
promotion, 249–252
security, 254–255
selling, 252–254, 327

Internet as product source, 82–83
Interviews

exit, 184
hiring, 156–158

Inventory. See also Merchandise; Seasonal
planning

categories, 80–81
control, 91–92
open-to-buy, 81–82
perpetual, 93
planning, 79–80, 83–86
reordering, 93, 118
tips for taking, 45–46
turning, 80

Invoices, 108–109, 112, 122
Irma, 293–294
IRS (Internal revenue Service), 22, 39, 104

Job Performance Improvement Agreement, 182
Job sharing, 168
J. T. Puffin’s, 287

Key-executive insurance, 174
Key-person insurance, 174

Keystone, 84, 114
Kiosks, 5–6, 327

Landscaping, 56
Lands’ End, 193
Layaway Form, 220
Layaways, 219–220
Layoffs, 183–184
Layout of store, 58–60
Leasehold improvements, 25
Leasing retail space, 25–26
Legal structure, see Business format
Leonardo, 208
Licenses and permits, 22–23
Life cycle, product, 92–93
Lighting, 61–63
Little Luxuries, 312 
Location, 23–25

near discounters, 4–5
Logo, 28–29, 57
Lounge area, 75–76, 77

Magic Flute Music Mall, 194
Mailing lists, 239–241
Mailing services, 240
Mall of America, 23, 270
Managing staff, 146–148, 149
Mannequins, 140–141
Manufacturing and custom merchandise,

87–89, 327
Markdowns, 91–93, 115, 128
Market research

demographics, 3
focus groups for, 2–3, 78
test marketing, 5–6

Market size, 3–4
Markup, 81, 84, 114
Mentors, 30
Merchandise

back orders, 112, 122–123
buying budget, 80–82
categories, 80–81
checking in, 121–126
clearance, 92–93
on consignment, 86–87 
display, see Display
exclusive, 87
life cycle, 92–93
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maintenance and restocking, 133–134
ordering, 79, 83–85
prepriced, 114
pricing, 115–116
reordering, 93, 118
returns and exchanges, 194–196, 198–199
sales tracking, 93–95
seasonal, 95–98
sources, 82–91
souveniered, 89

Merchandising, visual, 120, 135–136, 144.
See also Display

Merchant’s association, 27–28
Meta tag, 255
Michael Jordan’s Golf, 223
Minimum orders, 111
Mission statement, 29
Mitchells of Westport, 202, 245
Morale and team spirit, 184–186, 314–316,

320–321
Movin’ Kids, 306
Multilevel stores, 64–65 
Music, 74–75 
Music and Memories, 237

Names, store, 27–28
Nature’s Northwest, 69
Neiman Marcus, 205, 209
New Arrivals Problem Slip, 125
Newsletters

for advertising, 243–244
employee, 185, 190

Newspaper and magazine advertising,
231–235

Niche retailing, 4, 226
Noncompete clause, 13, 160, 329. See also

Covenant not to compete
Nordstrom, 147, 168, 194

OTB Retail Systems, 82
Occupational Health and Safety

Administration, 51
Office Depot, 163
Office equipment, 46–47 
Office organization, 46–48
Olson’s Flower Shop, 165
One World Market, 297
On Hold Slip, 218

On-line retailing, see Internet retailing
Open-book management, 177
Open houses, 275–276
Open-to-buy budgeting, 81–82
Operating ratios, 44
Opportunity cost, 86
Orange Tree Imports

and community support, 284, 288, 298,
300

contests, 272–275
customer council, 3, 222 
custom merchandise, 87, 328
Lemon Sale, 260
mail order marketing, 327
management style, see Participatory

democracy management
naming, 27
origin of, 13–14, 25, 325
special events, 272–275, 277, 278, 

288
Web site, 250–251
window display, 142
and working with spouse, 9–10

Ordering, see Merchandise, ordering
Origins, 53
Overtime regulations, 169–170

Packaging as advertising, 207–209, 238
Packing list, 122
Participatory democracy management,

156–157, 164, 177–178, 180
Partnership contract, 9, 17–18
Partnerships, 8–9, 17–18

with spouse, 9–10
Pay-per-placement, 255
Payroll, 170
Pegasus Games, 299
Penney, J. C., 266
Perfumania, 53, 54
Perks, see Employee benefits
Permits and licenses, 22–23
Perpetual inventory, 93
Perpetual Inventory Sheet, 94
Personal aspects of retailing

children, 7–8, 10, 322
education, 6–7
family support, 7–8
financial risk, 8
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Personal aspects of retailing (cont.)
life planning issues, 332–335
long hours, 7
morale, 320–321
retailing experience, 6–7

Personal checks, 37–38
Personal shoppers, 205–206
Personnel problems, 314–316. See also

Employees
Petty cash, 41
Physical inventory, see Inventory
Play It Again Sports, 10, 11, 232
PLU, 34
pod, 279
Point-of-purchase advertising (POP), 70
Point-of-sale (POS) systems, 34, 36, 93, 267,

325
Policies, see Charitable donations;

Employee handbook; Store policies
Policy statements, 164–166
POP advertising, 70
POS systems, 34, 36, 93, 267, 325
Postcards, 244–245
Press relations, 279–282
Price look up (PLU) number, 34
Price points, 115
Price tags

and bar codes, 34–35, 127
coding and, 116–117, 127–129
personalizing, 127–129
removing, 129–130
with tear-off stubs, 87, 95, 129 

Pricing. See also Sales
for blind items, 115
coding system, 128
markdowns, 115, 128
markup, 81, 84, 114–115
shortcuts for, 116

Print advertising, 231–234
designing, 231, 233–235
rates, 234–235

Private labeling, 87–88
Product demonstrations and seminars,

269–272
Product life cycle, 92–93
Profit and loss statement, 43
Pro forma invoice, 108–109
Program orders, 111

Promotion. See also Publicity
and advertising, 259–260
with collector’s clubs, 268–269
with coupons, 263–264
with discount cards, 267–268
and editorial coverage, 259
e-mail, 251
with frequent buyer programs, 266, 267
with sales, 260–262
with special events, 272–273, 276–278 
with valued customer cards, 265–266

Proprietary cards, 39
Props, 133, 136, 138–139
Publicity, 278–282. See also Promotion

angles, 281
negative, 319
press release, 279–280 

Public radio, 248
Public relations, see Publicity
Public television, 248, 255
Purchase Order Form, 110 
Purchase orders

back orders, 112, 122–123
and category coding, 116, 117
confirmation copy, 109
dating, 111–113
forms, 109–110
minimum, 111
numbering, 112
payment terms, 112–113 
placing, 105–106, 111–113
program, 111
and retail pricing, 114–117, 122
substitutions, 112

Purchasing Power Plus, 84
Pushcarts, 5–6, 327

Radio advertising, 245–247, 248
Rain Forest Café, 50
Ratios, 44
Records, see Financial records; Inventory;

Seasonal planning
Recycling, see Environmental concerns
REI, 295
Remodeling, 52–53
Restocking, 133–134
Rest rooms, 75–76, 201–202
Retailing experience, 6–7
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Retirement plans, 174–175, 333–334
Return on investment, 44
Return Policy, 200
Returns and exchanges

guidelines, 194–195, 196, 200 
need for, 193

Safety, personal, 309–310
Sales, 141–142, 260–261

advertising, 225, 260–262
going out of business, 331–332
as promotions, 260–262
to raise cash, 318
reduced price offers, 261–262
timing, 261

Sales representatives, 82, 99–101
Sales tax, 22, 33–34
SBA (Small Business Administration), 20,

30
SBDC (Small Business Development

Center), 6, 30, 181
Scheduling employees, 166–168, 314, 316
Schmitt Music Center, 57
Schools, support for, 298–299
SCORE (Service Corps of Retired

Executives), 30
Seaside Silks, 136
Seasonal planning

for advertising, 224
changes, 96–97
notebook, 97–98
records, 95–98

Secret shoppers, 221
Security, 73, 254–255, 310–311
Seller’s permit, 22
Selling your store, 329–330 
Senior Citizen Discount Card, 268
Sergenian’s Floor Coverings, 233
Service Corps of Retired Executives

(SCORE), 30
Sewell Village Cadillac, 201
Shelf talkers, 69–70, 271
Shipping

COD, 108
damage, 117–118, 124, 126
and environmental concerns, 294–295
imports, 90–91
insurance and liability, 124–126

late and lost orders, 126
Shipping Form, 211
Shop of the Gulls, 213
Shoplifting, 305–306
Shopping baskets, 58, 203
Show specials, 105
Sidewalk sales, 260
Signs

exterior, 56–58
interior, 68–69, 69–70, 73
window display, 141–142

Slatwall, 67–68
Small Business Administration (SBA), 20,

30
Small Business Development Center

(SBDC), 6, 30, 181
Smith and Hawken, 186, 290
Sole proprietorships, 16
Søstrene Grene, 66
Southern Season, A, 88, 270, 271
Souvenirs, 88–89
Special events promotions

contests, 273–275
costumed characters, 273
grand opening, 276, 287–288
guest appearances, 272
open houses, 275–276
outside the store, 277–278
product demonstrations and seminars,

269–272
themed events, 276–277

Special orders, 216–217
Staff, see Employees
Staffing, specialized job functions, 148. See

also Hiring
Starbucks, 313
Start-Up Checklist, 31–32
Stew Leonard’s, 239
Stitcher’s Crossing, 266
Storage, 72, 75–77
Store design

ceilings, 63–64
checkout area, 60, 70–72
concepts, 50, 53–54
display fixtures, 65–68
flooring, 60–61
floor plan, 58–60
fragrance, 75
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Store design (cont.)
front and entrance, 55–56, 58, 295–296
lighting, 61–63
multifloor, 64–65
music, 74–75
signs

exterior, 56–58
interior, 68–70, 73

storage, offices, lounge, 75–77
wall treatments, 61
windows and doors, 53–56, 295–296

Storefront, 55–56
Store hours, 24, 192–193
Store names, 27–28
Store policies

charitable donations, 284
returns and exchanges, 194–195, 196, 200

Strictly Discs, 216
Suppliers, 117–118. See also Merchandise,

sources; Sales representatives
SWOT analysis, 316–317

Tag line, 225
Target market, 79–80, 225–226
Taxes, 2, 30–31, 159
Team spirit and morale, 184–186, 314–316
Telephone manners, 192
Television advertising, 247–248
Temporary help agencies, 152
Ten Thousand Villages, 297
Test marketing, 4–6
Thank You for Your Order Form, 212
Themed events, 276–277
Thread Bear Fabrics, 285
Thriftway Market, 319
Tiffany, 207
Till, 35
Time card, 170–172
Time Card sample, 171
Tonnage, 67
Toys ‘ ’ Us, 4
T Q Diamonds, 262
Trade publications, 82, 191
Trade shows, 6, 82, 101–104

ordering at, 105–106
tips for attending, 101–104
training at, 191

Training, employees, 163–164
Trial balance, 40
Trial period, 160, 161

Una Mundo, 297
Underhill, Paco, 58, 59
Unemployment insurance, 172–173
Universal Product Code (UPC), 34
University Bookstore, 289
UPC (Universal Product Code), 34

Vacations, 167, 320
Valued customer cards, 265–266
Vandalism, 313–314
V. C. Morris Gift Shop, 51
Vendors, 117–118. See also Merchandise,

sources; Sales representatives
Venture capitalists, 21
Visual merchandising, 120, 135–136, 144.

See also Display

Wall Drug, 202
Wall treatments, 61
Wal-Mart, 23
Warner Brothers, 273
Wedding and gift registries, 210, 212–213
“When Will You Ship?” Form, 127
White pages advertising, 192, 235
Whole Foods, 221, 292
Wholesale marketing, 328
Wholesale prices, 84
Why We Buy, 58, 59
Wicks ‘N’ Sticks, 10
William Glen catalog group, 242
Williams, Roy H., 245
Wills, 332–333
Windows and doors, 55–56, 134–143
Wizard of Ads, 245
Workers’ compensation insurance, 172
Wright, Frank Lloyd, 51

Yankee Candle Company, 130
Yellow pages advertising, 205, 235–236,

255

Z Gallerie, 237
Ziegler, Mel, 78

R
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