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Top Line Strategies
Strategic Sales Consulting for Home Furnishing Retailers

Managing Branded Retail Furniture Stores

Scenario
You’re an executive level manager for a national chain of branded furniture stores. Your company’s strategic reason for having these stores is to guarantee a presence in all of the major markets that is not subject to the whims of retailers regarding the commitment of floor space to your brand.

Your company owns some stores in key markets, and licenses other markets to committed retailers who you feel can represent your brand strongly and proudly. There are, let’s say, 120 stores in key markets nationwide.

Sales are reported weekly by all stores through your computer system. Consumer traffic is part of the reported data that all stores must provide and you watch the trends by market and in total for all stores. Sales for the past year have been below targeted levels as the industry suffers from the effect of the housing crises and general malaise in the market for big-ticket goods.

You’ve been charged by your executive leadership to recommend a strategic course of action to improve volume and profits in the company-owned stores, and must also recommend ways to help your licensees sell more of your furniture.

Defining Your Problem

Furniture is sold, and purchased, differently than almost all other consumer goods. First of all, unless you are a company like Target, Wal Mart, Sam’s, Costco, and other big-box, broad-scope retailers, all sales in your stores are made by individual salespeople. There are no off-the-shelf purchases of your products in the 120 stores. This means that the success (or failure) of your company is 100% dependent on the skills, motivations, attitudes, and abilities of individuals. Let’s say that each store has 8 salespeople, which means that for all 120 stores there are 960 people selling your company’s products.
What do you know about them? They are the one and only point of personal contact your brand has with the public, and their level of interpersonal and selling skills goes a long way toward determining your company’s success. Sure, you have a training program for these people, but how effective is it in driving performance. How do you even measure performance outside of tracking sales volume and maybe overall store traffic?

If your traffic counter is a two-way counter you obviously have some kind of formula to arrive at the right number of door swings that represents actual consumer traffic. Do you really believe your reported traffic counts by store, if you even have them? How can you possibly judge the sales effectiveness of your sales staff, nationwide unless you count the number of opportunities they serve? How can you know what is the optimal staffing level of your stores unless you know what number of opportunities is the most efficient for a salesperson to handle? Remember, this is not Wal Mart – your people have to actually close sales!
I know from years of electronically tracking individual salespeople that around 130 customer engagements, or opportunities, per month is as many as can be effectively handled by good salespeople.
I measure this using the ratio known as revenue-per-up or performance index. It’s sales volume divided by customer opportunities. And, yes, I count all opportunities as discreet opportunities. A be-back customer (a customer returning on the same purchase project) is counted again, and again if necessary. Every visit is a new one.

Salespeople with the highest revenue-per-opportunity (this is NOT the same as average sale because you count every opportunity whether a sale was made or not) are the most efficient and effective for the company. If, say, 130 is that number that can be most effectively served by salespeople, you should have one person on staff for every 1,560 customer opportunities per year that come through your store door.
Unless you accurately count traffic by salesperson, how can you possibly know whether your stores are efficiently and effectively staffed? Understaffing is the number one cause of under-performance in retail furniture stores. I will tell you that manual counts simply don’t fly. Give us a chance and we’ll prove it.

Performance Factors You Must Know

First, remember that the selling equation in home furnishings sales is:

Sales = Customer Opportunities x Close Ratio x Average Sale

Close Ratio is the ratio of the number of shoppers who purchase to the total number served. Average Sale is the amount purchased today by all customers divided by the number who purchased. Average Sale is not the total amount purchased by any one customer and is not calculated beyond one day. It is however, as is close ratio, calculated over time by recalculating month-to-date and year-to-date results just as would be the case in Baseball when calculating batting averages. Close Ratio and Average Sale are the two variables most affected by the way in which salespeople work, the things they do in serving their customers time after time.
Do you know who your best players are? If you just count sales volume, you don’t. Suppose salesperson A sells $500,000 in a year from 2,000 customer opportunities while salesperson B sells only $450,000 from 1,500 customer opportunities. Salesperson A produced $250 per customer opportunity while B produced $300 per customer opportunity. If you had a part-time salesperson with B’s skills to handle those extra 500 customer opportunities that A got, you’d have an additional $25,000 in sales revenue. 

If you had 3 people like A and 3 people like B and you cut 500 opportunities from the 3 A’s and hired another B to serve those 1,500 customers, you’d generate $450,000 more sales from the same total number of customers. Multiply this by 120 stores and your looking at a sales improvement opportunity of $54,000,000. Would you settle for half that? How about one-quarter? How about 10%? Sure you would.
This is why you have to know the numbers. The magnitude of the opportunity is enormous, and this simple thinking is real, not made up. The numbers are make-believe, but the concept is real and achievable if you have the data. Your business is all about personal selling. It’s about people connecting to people and solving home decorating problems using your products.
Be-Backs Buy

By analyzing data from many companies over many years, I know that when a customer makes their first visit to a store on a specific furniture shopping project, they make the purchase less than 10% of the time on that visit. When they return to the same store for a second time on that same project, they make the purchase over 70% of the time. We call these return shoppers be-backs because that’s what they say when they leave the first time; “we’ll be back.”

The problem for retailers is that only a small number of the total unsold shoppers do return. There is no data on how many return, but there is this: When we identify all shoppers by type (new, return, be-back, service …) data shows that when the percentage of be-backs to total customer opportunities is 20% or higher, your close ratio will approach 30% or higher. That’s 50% higher than the usual 20% average rate we see most often. That means 50% more business! By tracking be-back customers by individual salesperson you can train and coach those with low be-back rates, therefore low close rates, to get more be-backs. Follow up is one important key element in achieving this, and there is a large opportunity for more sales in this aspect of professional selling. Remember that $54,000,000?
How can you manage this critical element of sales performance without tracking it? You have to do this!
Managing the Range of Performance among Salespeople
It is not unusual, upon examining sales metrics, to find a variance in close ratio from your top performer to your lowest performer of 40%.  If your top performer closes at 30%, your lowest performer will close at 18%. If your top performer in Average Sale is at $1,500, your lowest will be at $900.  I think these variances show very big opportunities for generating more sales revenue and gross margin dollars.
When you look at overall store sales metrics such as close ratio and average sale, you are looking at averages. One way to think about the value of averages is that in any list of values, the average is no more than the best of the worst. Average performance is not a worthy goal except for those who perform below it. You will find upon examining your performance metrics, that in a “What If?” analysis, by improving the performance of your below average people to just the average level, you will generate 15% or more additional sales revenue. 
If you were to eliminate the below-average performers from the range and use the average performance of your above average people in close ratio and average sale, you could show potential sales increases of well over 20% from the same number of customer opportunities, with no additional advertising expense! Remember that $54,000,000?
Why wouldn’t you want to do this?

I suggest that you not analyze periods of less than 60 days, and not more than 6 months because there can be many factors that affect short-term performance, but this kind of ongoing analysis can provide the motivation for management action in your stores beginning with strategic training and concentrated coaching of the daily game your people play.
The main reason you are not now capitalizing on the tremendous opportunity is that you do not have the metrics you need to drive your strategic initiative for improvement through training and coaching.

CRM Customer Relationship Management
Your salespeople meet all your customers face-to-face. They talk with them about their needs and get to know a lot about them and their homes. They are the people who should be responsible for maintaining customer relationships and retaining your customers by staying in touch with the customer’s permission. Yet, my experience is that very few salespeople maintain active customer relationships and contact lists. This is partly because this responsibility has never been assigned to them and partly because your door always opened for new customer opportunities for them. That has changed dramatically.
In most store operating systems it has always been difficult for salespeople to maintain their own customer files, or to even have access to that list because of system security. There are few operating systems that have integrated sales management or “front end” systems for use by salespeople.
Trax® Does it All

The Trax® system has been specifically designed to help you gather and record all the performance data, customer contact information, information regarding customer interactions, follow up action plans, and provide daily to-do lists for follow up from each individual’s action calendar.
Trax automatically photographs everyone who walks through your entry doors during your business hours and allows your managers to audit the photographs for non-customers adjusting the electronic door counts accordingly.
Salespeople enter all information for each customer they serve before being assigned another opportunity. For expediency, they enter only four pieces of information during busy times so they can move quickly on to another customer. All other data can be entered later in the day, but all data is entered prior to leaving for the day. The format is simple and easy to understand, and the customer file is a record of all sales activity for each salesperson – forever.
Trax automatically generates a sales performance report on demand for any time period you request. Each day, the prior day’s activity is automatically reported as is month-to-date activity. Everything discussed above is included and more, such as fabric treatment or warranty sales and close ratio, sketches, house call data which is an important strategic sub-set of data successful stores use.

You can access this information from any computer that has access to the internet, so executives can see summary reports for groups of stores, all stores, or one store on demand. No calculations are required at the store level. The data is secure. You can see every customer who entered every store if you wish, but you don’t have to see any.

Are you concerned about who is responsible for customer retention in your organization, and what the cost is to retain a customer? Trax makes it almost free with out integrated email manager for customer retention by salespeople that is monitored by managers. This puts customer retention in the hands of the ONLY people in your company who meet your customers, know their needs, understand their long-term wishes for their homes, and know their kids.
Is this micro-management? Well, it is micro-monitoring, but my response is: So What? If that’s what it takes to generate more sales and profits, so be it. Remember that $54,000,000? It’s worth it.
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