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Retailer Newsletter

April 1, 2019
Tom’s Business “TIPS”

“To Improve Profits”

RE: Cutting Payroll
Hello
Many of us have faced declining sales and gross profits from time to time in our business career. I remember business downturns due to the local economy, highway, street, bridge construction, or shocking fuel price increases. Some business owners are quick to cut payroll as the first tool to reduce expenses. Others, and I would include myself in this group, take a little longer to reduce payroll as a means of ‘surviving the business slump’.

I read the following story on line at NACS Daily, and I want to share it, in part, with you.

“Slashing Payroll Cuts into Profits”
Understaffed stores and lack of employee training hurt retail operations, says Wharton Business School research.
February 21, 2019 

Payroll is the second-largest expense for most retailers, so when sales are down, its common to boost profits by cutting. But this quick fix is “business school thinking gone wrong.”
Wharton professors believe it’s imperative for retailers to recognize that employees are the most valuable asset on the sales floor. As online shopping threatens the existence of many brick-and-mortar locations, superior service can make the difference between a customer making a purchase or walking out the door.
In their latest research, the professors make the case for having an adequate, well-trained staff as the long-term solution to stable profit margins. 
“Understaffing stores and undertraining workers were never a good idea, but it’s especially bad now, because it takes away the biggest advantage traditional stores have over e-tailers: a live person a customer can talk with face-to-face.”
Yet for many managers, underinvesting in training for employees who could be gone in six months seems like a sound decision. “Cutting cost is okay if you’re cutting fat, but if you’re cutting muscle, that does more harm than good.”
As I look back on my almost 30 years as a retailer, I did cut payroll first as a method of reducing expenses, early in my career. I soon realized how valuable ‘good’ CSR’s were to my overall business operation. My stores were a little different from most today. I employed automotive repair technicians, tow truck drivers, in addition to c-store CSR’s. We always seemed to have ‘borderline’ staff members. Hopefully those people are a very small, part of your payroll. Those are people that are expendable when cuts must be made. However, I firmly believe before you make major cuts involving above average, solid employees, take a deep breath. How long will it take you to replace that good CSR when the business returns? When they are gone are you willing to work their hours, in addition to your ‘management hours’?
Check out our website, we have posted the 12-month averages for KC stores through December 2018. How do you compare? Are you on the top ½ or the bottom ½ of the results? Do something today to move the needle to the middle or the top. Remember, it’s not always about raising prices (although that may need to be addressed), it’s usually about reducing S-H-R-I-N-K. There’s that word again! Shrink is the cause of many small business failures.
Don't be a victim of the 5 Dangerous Words –

‘Maybe I’ll Do It Tomorrow’

Do it today! Because tomorrow could be too late!
If you have a question regarding this email or any another topic in our business, drop me an email or call. I enjoy hearing from you. I generally return calls and emails within 24 hours, even when I’m traveling. 


Tom                                                                     
Thomas W. Terrono
T&S Management Services, LLC
Instructor / Consultant for the Convenience Store Industry

Lee's Summit MO 64082-4864    

816.550.8048 cell
816.366.0641 office
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tom.tsms@gmail.com


www.tsmanagementservices.com
“Our business is making your business better!”

