SHRINK – SOME RETAIL FOCUSED THOUGHTS

Recognising the issue is one thing .. doing something constructive about it is quite another! That is the purpose of this document .. to help us to do what we can.
One thing we have learned is that there is a lot of hot air, hearsay and mis-information  talked about Shrink. The reality is that it affects all products and the remedies are a mix of common sense attention to all activities for all products; and focus, on specifics relevant to each product sector.

This document is intended to help you be aware of the bigger Shrink picture, but more importantly to take simple profit-enhancing action within the shop … and not just for news products.

Up channel activity with suppliers, and in particular publishers and wholesalers, can address some of the issues. The JIG sponsored team have identified areas for joint focus and attention and a structure is now in place to agree follow up action.. 
These actions are out-with your personal control. However, having examined in much detail the causes of shrink, it is clear that typically more than half of these can be significantly reduced or eliminated by “in shop attention”. You personally can do something to improve your own profitability.  
At best, Shrink accounts for a loss of close to 2% of sales value, in the best run shops covering all sorts of products … at worst it can be closer to 20%. Certainly, in the newstrade there are examples at both ends of the spectrum. Such losses have a major impact on final margin. If you can address around half of this by attention to in shop procedure, and make an immediate difference to resulting margin and profitability, then this must be a golden opportunity!       

Your goal is more profit and there are simple things you can do!

It is easy to assume that all the problems lie somewhere else, and indeed some do, but if attention to detail in store can turn a lost copy, which you have paid trade price for, into a sold copy, then that is worth four times the margin of a normal sale. Turning lost copies into sold copies is the golden goose of retailing, the rocketship to enhanced profit .. these are the golden copies! However, even if they do not ultimately sell, turning lost copies into returned copies is worth the margin on three good sales. 
Many retailers, big and small, are realising that attention to loss should be one of the top priorities, regardless of store size, location or range. So how can you improve your profitability? 
Where can things go wrong in store … what do I have to address to strike gold?

· Typically theft is a major issue on certain product types, and not just by customers. 
· How the product is managed through the store can lead to misplaced copy. 
· Lack of rigour in returns is third key area. 
The best shops manage all of these, with the same product range and suppliers as the worst, and enjoy massively better overall margins as a result. 

So what can I do to address these key areas?

Theft –

· Shrink is minimal on newspapers and weeklies. 

· There are “hot” neighbourhoods which you will generally be aware of. There are also “hot” areas in shop, and “hot” times of day, which you may not have thought about. Identify where and when they exist for your outlet. 
· Higher value items are more at risk e.g. monthly computer titles, partworks, specials and one-shots. Position them where they can be seen by staff, not in hidden corners, or behind pillars, or by the door, but in well lit space closer to the counter.

· Do not leave supplies or returns in bundles in unattended areas, where they can be interfered with.

· Make sure that customers and staff understand that theft is an issue. Position notices to make clear that theft will be prosecuted. Theft is not just the privilege of customers, internal theft, uncomfortable as it is to talk about, is in many cases just as high. 
· Tell staff that it is a key part of their role to keep a watchful eye, to walk the floor and to help you to keep losses to a minimum. Lost sales undermine job security.

· The very knowledge that you have been specific and indicate your care is proven to have a major positive impact on behaviour and thereby on loss reduction.

· Do stock counts. Even if you cannot count everything, at least regularly count the most at risk items. Cycle the products being checked. Being seen to do this is proven to reduce theft, as well as identifying if, where and when you have a problem.  
Managing Product Through The Shop –

· Poor management, results in higher losses. Ensure management and supervisors are up to the job and realise they are responsible for losses.
· Focus on staff training. They are using up your money, ensure they earn more than they cost. Make sure they know how what they do (or do not do) affects your business …. Aware and Alert are the watchwords.
· There is external support for training in newstrade
· The greater the variation in staff and management, the greater the risk of error, lack of awareness, unintentional failure to do something because “I thought Jim had done it” etc. 
· Our sector is characterised by a dependence on many part time staff, and frequent staff turnover. You need to focus on making sure that new staff know what is expected of them and what matters to you. Tell them and train them. Use simple notices ... win hearts and minds … e.g. “We need to sell 3 to replace 1 lost or stolen!” 
· This theme needs to be continuous … Shrink is waiting all the time for you to stop focussing.

· Holidays are another classic situation for well meaning but untrained relief staff to unintentionally allow losses. They need guided, and supervised. It is at these times that shelf replenishment is not done properly, and that most returns are missed.

· Have a “key tasks” and priorities check list for new staff.

· Record your losses on a chart. This focuses your mind on the value of taking action, and by sharing with staff focuses theirs too. Seek their help to cut theft and processing errors. Recognise their contribution to progress, which has been found often to be rapid. But don’t stop the practice, keep it going….Shrink creeps back if you take eyes off it. 

· Complete goods in checking by one key person, and likewise returns. Wherever you can, do not split tasks. This splits accountability and increases uncertainty and assumptions on who has done what. No one person then carries responsibility.

· Ensure your pricing files are up to date. Use the NTF as a reference.

· Epos systems significantly improve management of copy by giving a systems update and by generating a starting stock. Check your sales and returns against your stock to pinpoint where areas of loss are occurring and when. Your Wholesaler will be able to offer Epos system loan support.  

· Replenish shelves systematically, and periodically tidy during the day to reposition misplaced copy, which could well become a missed return later if not sorted, and is likely to be a missed sale when out of position.

· Avoid over-crowded shelves, for the same reasons.

· It is proven that “Promoted items” have more Shrink. They are generally attractive, and multi-positioned in shop. Leading to risks of misplacement, theft and missed returns. 

· If damaged copy will not sell, ensure staff do not discard but rather put into returns so you get credit.   

· The back-shop stock area should be tidy and well lit. Where shelving is used avoid deep shelves. 
· Keep regular space for stock and avoid temptation to ad hoc storage in “convenient” spaces which are likely to be overlooked later leading to missed sales and possibly missed returns. Misplaced stock drives a hole in your margin.

· Position stock so titles are easy to read.

· Home delivered and shop saved copies are another “at risk” area, of either not going through the till, or of not being scanned on your epos. Keep such copy secure and ensure staff account for these sales.
· Consider taking a deposit from home delivery customers.

Returns –

· Ensure that recall notes are actioned each day. They are your specific prompt to send product back. Putting off until tomorrow or next week, risks forgetting with the ultimate consequence of late returns and disallowed credit. 
· Particular attention needs to be paid to monthly and to infrequent titles. Regular, daily and weekly products usually become well known to staff and they know to clear the shelf each day or week, but with longer on sale periods there is not the same regular rhythm.
· For One Shots in particular, it is vital to send back as soon as prompted by the recall note. Failing to do so will significantly increase your risk of late return.
· Promoted products which you have placed in different or multi-positions, need extra attention when clearing for returns, to ensure you have removed all copies from all areas of display. 

· If in doubt on recall date for a product, check on the NTF, or with your wholesaler.

· Watch out for the last SOR issue of partworks. Check the NTF regularly and adjust order for firm sale copies to minimise loss risk on firm sale issues.

· Holiday periods and staff changeovers are classic times where returns tend not to be managed properly. Someone needs to double check at such times.

· Do not leave returns bundles in insecure areas where someone can pilfer from.

· Ensure all bundles / boxes are securely tied and labelled. Your credit is dependent on the goods being clearly identified as yours.

· Make sure you always have a supply of labels.

· Do a check, at least weekly, of the shelves, for any missed returns or misplaced copy.

· Check below and behind displays at least weekly. Misplaced copy will not sell, far less be returned on time. 

In addition to the above for all outlets, the following points seem appropriate for Bigger Stores and Chains.

The manager is accountable for Shrink and needs to champion its elimination, through Attitude, Action and Audit ... i.e. being seen to lead this battle from the front.

Recognise good “shrink” control management.

Ensure there are clear procedures.

Ensure range and display are clear and neat.

Weekends need extra attention reflecting the higher footfall and risk to tidiness of display and need for replenishment.

Weekends also often involve other staff and risks of product mis-placement, inhibiting replenishment. 

Avoid use of “dump” keys so far as is practicable.

Avoid merging news products with others for reporting.

Communicate commitment to shrink reduction via notice boards and in-house magazines / newsletters.

Beware confusing your Forecourt account with your main store account. They are two separate entities and mixing returns may lead to lost credit and influence future product allocation. Likewise beware moving product between shop accounts for the same reasons.
Lay out stockrooms to a system. A-Z works well to enable part time and temporary staff to locate product.

Further separation of weeklies, monthlies and irregulars may add benefit if space allows. Shelving is much better than deep racking. 

Regularly “walk” at risk areas in store, to see and be seen. 
