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Every small business is unique. Therefore, it’s essential to have tools that are customizable depending on your business’s needs. That’s why Entrepreneur is offering you access to our Startup Resource Kit. Get instant access to thousands of business letters, sales letters, sample documents and more – all at your fingertips!


Accessing Entrepreneur’s Free Startup Resource Kit is easy.



Simply visit: www.entrepreneur.com/guideoffer



and download to any windows or mac computer



You’ll find the following:

The Small Business Legal Toolkit

When your business dreams go from idea to reality, you’re suddenly faced with laws and regulations governing nearly every move you make. Learn how to stay in compliance and protect your business from legal action. In this essential toolkit, you’ll get answers to the “how do I get started?” questions every business owner faces along with a thorough understanding of the legal and tax requirements of your business.

Sample Business Letters

1000+ customizable business letters covering each type of written business communication you’re likely to encounter as you communicate with customers, suppliers, employees, and others. Plus a complete guide to business communication that covers every question you may have about developing your own business communication style.

Sample Sales Letters

The experts at Entrepreneur have compliled more than 1000 of the most effective sales letters covering introductions, prospecting, setting up appointments, cover letters, proposal letters, the all-important follow-up letter and letters covering all aspects of sales operations to help you make the sale, generate new customers and huge profits.
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Preface


The Start Your Own Clothing Store and More book is written for the fashion-conscious individual with an acute sense of business. Although anyone can open a clothing retail store—especially after reading this book—it is not for the faint of heart. It requires dedication, long hours, experience in the fashion industry—and some cash. Whether a fashion-savvy entrepreneur wants to build a clothing empire or settle comfortably in a small boutique, this book will lay the groundwork from beginning to end.

Readers will learn how to spot new trends and forecast upcoming styles, while analyzing their competition and getting the jump on them. Although doing homework is generally not fun, entrepreneurs will enjoy sizing up the market while studying demographics and locating the right site. They will also learn the mechanics of setting up their store to its best advantage and creatively displaying their wares. In addition to exhibiting the apparel, entrepreneurs will also learn how to effectively find, track, stock, and store their inventory.

Once readers know what to sell and where to sell it, they will then learn how to sell it using a myriad of marketing strategies. Also, hired help is usually a must and there is an art to successfully hiring, firing, and training employees, which will be discussed in detail.

Most importantly, finding a niche or specialty is the key to success, and this book will discuss several different concepts including how to cater to women, men, or children, developing their own brand, reselling vintage and consignment wear, or opening a specialty boutique.

Readers will also learn the importance of social networking and maintaining an online presence. A website is your online brochure and it can work for you 24 hours a day, seven days a week. In addition to credibility, a professional-looking website gives you a variety of marketing opportunities which will be covered in this book.

One of the neat things about owning your own business is that you are the boss (aka head honcho, top dog, big cheese). The good news is that you get to sign the checks. The bad news is that you have to sign the checks. You also can’t call in sick or defer to someone to a higher authority. But it’s all good because we’re going to help you get on top of your game with sage advice from successful entrepreneurs, worksheets to help estimate expenses and operating costs, nitty-gritty details about the clothing industry, and much more.

So relax, start reading, and explore all of the options that will soon get you on the fast track to success. The fashion industry is always going to be in vogue, and with courage, talent, and resources, a clothing store entrepreneur can be well on their way to success!





Introduction The Apparel Entrepreneur


“Shop ’til you drop.” It’s arguably one of America’s favorite mantras, whether we’re stocking up on Nikes, spandex, or low-rise jeans.

 



Whether you’re a Prada poseur or a Dockers devotee, chances are you know all about fashion obsessions such as how the styles of Gossip Girl have supplanted those of Sex and the City, and can drop names like Halston or Hermès at the drop of a feather boa. And if you’re interested in opening your own apparel store, chances are you may not own a feather boa, but you’re probably aware of the kind of money that savvy apparel  entrepreneurs can make if they know their market. What do you think of when you hear mention of the Gap or Gymboree?

During the 1990s, the apparel industry experienced a bit of a slowdown as consumers turned their attention away from clothes toward electronics. However, that trend re-shifted after electronics and computer-related equipment suffered a sharp decline in 2005. According to MarketResearch.com, that is the year the apparel retail industry generated total revenues of $827 billion worldwide. Forecasts predict that performance sales in this industry will increase in the United States by a compound annual growth rate of 10.9 percent for the period of 2009 through 2014. While spending will continue to increase in all retail categories, apparel and electronic purchases will maintain their status as retail leaders of the pack.




It’s Not a Fad, Fad, Fad, Fad World 

One of the keys to your success as an apparel entrepreneur will be your discerning taste. Having an eye for trends takes more than watching the Style Network or the Academy Awards. The apparel business can be risky—ask the flamboyant Isaac Mizrahi, whose ready-to-wear label went bankrupt in 2004—so if you think you might want to open a women’s boutique in a middle-income neighborhood, you’d better be sure you stock more than sequined bustiers and stiletto heels. The point is you are not going to want to stock the same merchandise in suburban Cleveland as you would in lower Manhattan.

Whether you decide to open a store in suburban Cleveland, at the Mall of America, or above a coffee shop in lower Manhattan, you’ll have to do your homework. What are people buying in your neck of the woods?

As you will learn in this business guide, the secret to success in the apparel business is location, knowing the tastes of your market, and money—and as you’ll also learn, not necessarily in that order. These are the basic ingredients of a profitable store.

This recipe includes other factors as well. How ambitious are you? How adept are you at managing people, many of whom will be working for not much more than minimum wage? Are you willing to work long hours every day and give up your weekends? Do you have strong financial backing or know where to get it? Do you know cotton from chenille, Dolce from Dockers, or Calvin Klein from Charter Club?

Another important factor is having a certain amount of experience in the apparel business. Just because you were smart enough to keep—or too lazy to throw away—your bell bottoms (which just happened to come back in the ’90s), that doesn’t mean  you’re a shoe-in in the apparel business. And if you think the “softer side of Sears” advertising campaign has something to do with the Diehard battery, you may be opening the wrong kind of store.

Most important, as you’ll learn again and again throughout this business guide, Fashion = Financial Backing. You cannot run a successful apparel store without savings, a bank loan, or a trust fund. Period.




The Fashion Cycle 

Talk about discerning taste. When you think about today’s apparel customer, think “champagne taste on a beer budget,” because even if your customers can afford to splurge on Cristal, chances are they will go for the bubbly before they’ll buy a Chanel suit—at least at boutique prices.

According to a Global Lifestyle Monitor survey, consumers worldwide browse specific retail stores for selection (45 percent), prices (36 percent), style (22 percent), quality of clothing (22 percent), and ease of shopping (21 percent). However, 77 percent of surveyed shoppers from the United States indicated that price was the top consideration when purchasing clothing. The average consumer today is confident about his or her purchasing power and has every right to be. Apparel industry publications refer to the “new” consumer as prosperous yet frugal, able to afford full price yet waiting for markdowns. If you have ever shopped at an apparel outlet mall, you know what we are talking about. Today’s consumers are savvy. The overabundance of retail space and merchandise has taught them well: They don’t have to buy it today, they don’t have to buy it at full price, and they definitely don’t have to buy it where they don’t want to.

As indicated above, today’s consumer wants value, selection, quality, and convenience. Selection means that you have what consumers want when they want it. Value is the perception, or delusion, of quality for the right price—such as an Armani suit for $500 (dream on big spender). Convenience says that finding the right outfit at the right price will not take more than one short trip, and the parking lot won’t be full. And that’s where you, the independent apparel store owner, come in.

Fickleness, frugality, trends, selection, value, and convenience are all things that today’s apparel entrepreneur must keep in mind when opening a store. That, of course, and always keeping one eye on the competition. And there’s plenty of it today, from mega apparel retailers like Old Navy and The Limited to popular catalogs like J. Crew and Victoria’s Secret to the thousands of outlet malls cropping up across the country. Outlet shopping, in fact, has become so popular that shopping locations are becoming tourist destinations in many American guidebooks. Rome has the Trevi Fountain, and Palm Springs has the Cabazon Outlet Mall. Who says we don’t have culture in America?




Stepping Out in Style 

Fashion is fun! Maybe not for everyone, but for those of us who get goose bumps when we find that perfect pair of shoes on the fourth markdown, leaf through the fat fall issue of Vogue, or splurge on a cozy cashmere sweater.

Maybe you’ve worked at one of the big retail chains selling handbags for a year; maybe you spent summers working in your family’s clothing store; maybe you’ve even been lucky enough to inherit the family store. Whatever the reason, we’ll get you on your way.

In this business guide, we’ll tell you everything you ever wanted to know about the apparel business; by the end, you’ll confidently be throwing around terms like “open to buy” and “sell through.” We’ll also help you determine what you’re best suited to be selling—men’s, women’s, or children’s clothing—so that you can carve a niche that works and is profitable.

And believe us, you can find a niche in this business—a business in which looking good never goes out of style.
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Apparel from (A)scots to (Z)ebra Prints


Maybe the idea of starting an apparel store dawned on you one day as you shopped unsuccessfully for some functional lingerie—well, that may be an oxymoron—or a stylish business suit in a plus size. You went home and groused to your spouse or a friend, who said, “You know, you’ve always had an eye for clothing and good business sense; you  should open your own store,” or “You’ve always spent so much money on clothes. Maybe you should just open your own store and get them for free.”

You laughed (hopefully), but you were flattered and remembered those fashion merchandising classes that you took back in college before your parents talked you out of a career in clothes and suggested that you pursue a more serious or safe career. On the other hand, maybe you’re heir to your family’s apparel business and debating whether to be a rebel and go to law school or give in and take it over.

Whatever your circumstances may be, we can say this about all you apparel store owner wanna-bes: You’re highly motivated and hard-working, and you derive great satisfaction from taking risks; maybe you even fancy yourself a famous clothing entrepreneur like Donald Fisher, who started The Gap (along with his wife, Doris) because he couldn’t find a decent pair of jeans. Either way, we’re not talking about a side gig that you can do at your kitchen table after the kids are in bed or when you have some spare time on the weekend. You’re opening an apparel store, and that means hard work and long hours on your feet.

We repeat: Opening an apparel store is serious business. For some, it may mean giving up the safety of your corporate job with its steady income, paid holidays, vacations, and opportunity for advancement. All this, and guaranteed 12- to 14-hour days. On the bright side, you’ll be your own boss, make six figures a year, and even see your movie star customers talk to Ryan Seacrest and viewers of E! Entertainment Television about the clothes they bought at your store. (Well, we can all dream.)

But you can’t bet on either the six figures or the moneyed clients. What you can bet on is this: “Running an apparel store is more than a full-time job,” stresses Dr. Nancy Stanforth, associate professor at Kent State University’s School of Fashion. “Running an apparel store is something you do all day, every day.”




Always Room for More 

Fortunately, there is always room for the right kind of apparel store. Although you might not guess it by the number of malls and outlet centers cropping up, we are a nation of mostly small, independent merchants. In fact, most retail stores, and that includes apparel stores, are small, both in size and in sales volume, compared with a Gap or a Charlotte Russe store. The typical apparel store is a small operation, usually run by the owner alone or by a husband-and-wife team.

While small stores lack the resources, purchasing skill, and sophistication of big apparel retailers, such as Banana Republic, studies show that small stores demonstrate surprising resiliency in the face of competition (for a multitude of reasons we’ll go into throughout this business guide). At their most successful, they offer consumers convenient locations, more personalized service, a warmer atmosphere  and often, a broader selection of merchandise in their particular lines than the larger chain stores. And if you do your homework—and follow the suggestions and expert advice provided by this business guide—there’s a chance the store you launch today may become the next Express. Now if that gets your adrenaline pumping, you’re shopping in the right department.
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Smart Tip The keys to success in the apparel business are enough financial backing, the right location, and knowledge of your market.






The Answer Is Absolutely Apparel 

We’ll presume that your desire to open an apparel store is not because you want to prove to your ex that you’re actually hip and happening, or because you are so confident of your style that you need to share that good taste with the community—or even because you have all those fashion merchandising classes under your belt. We’ll instead presume that you have an acute business sense, a sincere interest in the clothing business, and more than a little cash in the bank.

According to BizStats.com, clothing and accessories retail stores have approximately a 41 percent chance of failing during the first year. Aside from the obvious factors—lousy location or inadequate financial backing—apparel store owners often have a romanticized notion of their business. They might think if they are a sharp dresser, they should open a clothing store. Then they discover their taste levels don’t match their business acumen and in the end, they make better consumers than retailers.
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Beware!

In recent years consumers have moved away from anything associated with traffic and unsecured parking. Shopping/ entertainment malls will likely still exist, as consumers are increasingly attracted to safe, secure environments that offer a variety of entertaining options. The bottom line is that leading apparel retailers are doing more to give consumers easy access to a wider range of custom apparel at affordable prices. They are your competition.



Let’s not forget that a big part of opening an apparel store is hiring and managing a group of employees, often a young and transient group still in high school or college just looking for part-time work to pay for their prom or pledge formal dresses. We’ll delve into this more deeply in Chapter 9, but for now, we just want to play devil’s advocate and make sure you know what you’re getting into. We’ve even come up with a handy set of questions that will help you determine whether fashion is indeed your forte.


Experience Desired 

OK, this might seem like an obvious question, but you’d be surprised at the number of people out there who think that because they have, well, owned their own tax preparation business, they can open a teen-oriented surf boutique when they have a midlife crisis. Now, we don’t mean to pick on tax preparers, and it’s certainly been proven that anything is possible—John Glenn went back into space, didn’t he?—but when it comes to clothes, you need to know the “right stuff.”
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Stat Fact

According to a study in the book, Small Business for Dummies, by Eric Tyson and Jim Schell, 60 percent of successful business owners have gravitated toward industries with which they were previously familiar.



We are not saying that you need a business card laden with a lot of impressive acronyms or a Ph.D. or master’s degree—though a master’s in business can’t hurt an entrepreneurial endeavor. Maybe you’ve taken those merchandising classes; maybe you’ve watched your father, mother, or grandparents run a business; maybe you spent a summer selling makeup over the counter at Macy’s. In any case, your experience and business sense are as important as your interest in clothes.

How you get the experience is up to you. You may want to take some classes, read books or tap the expertise of a friend or mentor in the business. “The seven years I worked as a buyer for another local clothing store gave me invaluable direction,” says Robert Loeb, an apparel store owner in Meridian, Mississippi. “It was the best thing I could have done to ensure the success of my own store.”


Risky Business 

This is not meant to scare you; we’re only trying to present a balanced picture. If you’re serious about opening an apparel store, you need to know that the apparel business is risky. You may pour your life savings into a business that goes bust within a year.
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Stat Fact

According to a Consumer Expenditure Survey conducted by the U.S. Bureau of Labor Statistics, Americans spend an average of $1,886 on clothing a year (per household). This is less than 3 percent of their disposable incomes, which is considerably less than the estimated 9 percent Americans spent on clothing and accessories back in 1950.



“Nothing is sure-fire, and there are risks attached to starting any kind of business,” says Fred Derring, principal of D.L.S. Outfitters, a New York City-based apparel marketing and consulting company. “But you’ve really got to love the clothing business because you can make more money doing almost anything else.  Even in the restaurant business—if you’re successful—you can make more money in five years than you can in 15 years in the apparel business.”

In fact, let’s just lay all the negatives out on the table, so to speak, and get them out of the way. Apparel retailing offers:
• the chance to gamble with your savings—and maybe with borrowed capital, too—with the odds really stacked against you;

• hard work and long hours, often including nights and Saturdays (the busiest day of the week for many apparel store owners);

• profits measured in pennies on the dollar—when they finally come in; that means eating more dinners at McDonald’s than Spago;

• months and months without even a minimum salary, in the majority of cases;

• lots of busywork, like checking off deliveries, putting stock away, housekeeping, ordering merchandise, waiting on customers, lugging cartons, and changing interior and window displays;

• concern over the possibility of shoplifters ripping you off and worry about burglaries.





If your adrenaline is still pumping, good for you.


Clap Your Hands If You Believe 

We’ll again reference Question No. 1. If you’re a CPA who has also been a lifelong surfer, we say go ahead and open that surf boutique. You know the lingo better than any Harvard MBA, and you probably have just the right head for this business. But as we said, if you are opening that leather shop only because during the divorce hearing your wife told the court you were dull and boring, maybe you’d better sit down and figure out if this is the best mode of revenge.
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Smart Tip

Staying flexible is a biggie, as some veteran apparel companies have come to realize. The Wall Street Journal reported that Abercrombe & Fitch was slow to react during the economic downturn and turned away (or off) teen consumers who decided the exhorbitant A&F brand was too steep for their wallets. This created openings for lower-priced competitors such as Aeropostale and American Eagle Outfitters, who turned out to be cool and trendy alternatives to the unofficial school uniform.



On a serious note, you really need to think about why you’ve decided to open an apparel store vs. a homeopathic pharmacy or an organic grocery store. You may be able to pontificate on the textural qualities of chenille and cashmere.  You may notice and appreciate the stylistic differences among Giorgio Armani, Donna Karan, and Big Dog. You may know the exact date the new DKNY lines come in to your local Bloomingdale’s. Most important, however, you know that a “buy through” is not an open-air garage that sells clothing.

Whatever your passion, it has to be enough to carry you through the yearly holiday rushes as well as the slow summer lulls. It’s like marriage. When times get tough, you need to remember why you took those vows in the first place.


Standing Out in the Crowd 

It doesn’t take a Ph.D. to see that the apparel industry is crowded. All you need to do is save all those catalogs stuffed in your mailbox or visit your local mall on the weekend. But there always seems to be room for more, particularly if you’re offering consumers something they feel they’re lacking.

And regardless of how successful the Gap, Banana Republic, and Pacific Sun are today, consumers not only mix and match their clothes, they also mix and match their favorite apparel stores, according to K. Cohlmia, owner of a unisex apparel store in Stillwater, Oklahoma. “These days, the look is a lot more eclectic,” Cohlmia says. “For example, you might see a man come in wearing a Barney’s New York jacket with an Old Navy T-shirt and Levi’s. People really mix fashion up these days, which is great news for the independent store owner.”


What’s Your Specialty? 

When opening an apparel store, you need to have the corner on something someone else in your professional community doesn’t. Maybe its beachwear; maybe its chic plus-size fashions; maybe its leather and jewelry imported from Turkey.

More and more, women are looking to specialty retailers in their quest to find cutting-edge apparel that is suitable for different body types, lifestyles, and ages. Growth areas include specialty athletic apparel, maternity wear, footwear, and clothing for over-40s, as well as petite and plus sizes. The NPD Group, a Port Washington, New York, retail research company, reported that loyal customers of upscale retailers buy more than 25 percent of their apparel at high-end stores and spend an average of $95 per shopping trip. Consider the following tips when planning your own specialty clothing store:
• Be realistic about startup costs—what you have and what you can get; then proceed from there.

• Define your market, whether it’s plus-size women or novelty swimwear.

• Sharpen your sales techniques so that your business will be known as the ultimate in customer service. 
Getting Government Goods


You can place your trust—yes, we said trust—in the following government organizations:
• The Small Business Answer Desk. This is a free service of the SBA. You can call (800) 827-5722 to speak with a living, breathing SBA employee who will provide you with a thorough list of government resources and referrals, along with all kinds of advice. E-mails can be sent to: answerdesk@sba.gov. For more information, visit the website at: sba.gov/contactus/index.html 

• Service Corps of Retired Executives (SCORE). Federally funded, SCORE consists of more than 12,000 nationwide volunteers who provide free counseling and advice to prospective or existing businesses. Know that the majority of SCORE’s volunteers are ex-Fortune 500 employees and may not be the best small-business resources. If you happen to be assigned to the right volunteer, however, SCORE can be the best deal in town—occasionally even providing you with a much-needed mentor. Call (800) 634-0425 for the SCORE office near you, or visit its website at score.org.

• Office of Business Liaison. Associated with the Department of Commerce, this agency helps small-business owners locate the federal agency best able to serve their particular needs. Call (202) 482-1360 or visit their website at osec.doc.gov/obl.









• Take it to the web by opening an online store to compliment your brick-andmortar one.

• Be a problem solver. If a customer has a dilemma help them work it out—even if it means sending them to a competitor.





As you’ll learn in later chapters, specializing, or finding your niche, is crucial to your success in this business. And in many cases, all it takes is a little common sense. As one apparel buyer from New York City, says, “No apparel store should be stocking twill khaki shorts if there’s a Gap within ten miles.”


Analyzing the Competition 

In a word, this is called “marketing,” which we’ll cover in detail in Chapter 12. For now, hear this collective quote culled from every apparel entrepreneur interviewed for this business guide: “Today the competition isn’t two doors down the block; it’s at the  local mall. People can get everything we sell at their local mall, so we have to set ourselves apart other ways. Pay attention to the demographics in your area, to the location and available foot traffic, to television and movies, and to what people are wearing on the street.”




Trend-Spotting: Know the Buzz 

If you want to profit rather than merely break even in the apparel business (and who doesn’t?), soak up information like a sponge and read all the Cliff’s Notes you can. We know this might be hard, but take time to watch television. Now you actually have a good excuse to watch reruns of Gossip Girl and Desperate Housewives. Read apparel magazines and industry trade publications, such as Apparel magazine. Visit clothing marts to spot trends. Read Chapter 11, “Getting the Goods.”




Mentoring Matters 

If this is a brand-new venture, we strongly advise you to find a mentor—preferably a veteran apparel store owner who will let you pick his or her brain for the price of an occasional lunch or dinner. If you don’t know anyone personally, ask your banker, accountant, lawyer, and any other peers who might be wired into the apparel community for names of friendly apparel business store owners. Join the Chamber of Commerce and other networking organizations to meet others who have “been there and done that.” There are also mentoring programs available through the internet for just about any type of business.

Keep in mind this is a relationship; you want to make sure that you and your mentor are compatible. Unless you are enlisting an actual friend in the apparel business, the best way to contact your prospective mentor is to write him or her a letter introducing yourself and your business and the reason for your interest. Don’t forget to flatter this person. “I’ve always admired your taste,” is a good ice-breaker. Or try, “I’ve noticed the most fashionable people in town shop in your store.” Then follow up the letter with a phone call.

Assure him or her that you are not after any financial backing, money or, for that matter, his or her cell phone number for emergencies. Instead, acknowledge that their time is valuable, and promise not to waste one nanosecond of it. Provide a list of questions ahead of time—and then find out their favorite local eatery!

Understand that mentoring is a personal experience, not a business one. If the chemistry is right, the relationship will work well. If the chemistry doesn’t work, the relationship won’t work either.


Chic or Chick?


Think you’ve got fashion sense? Just for fun, see you if you can come up with the correct fashion designer names to match the following initials:
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Be honest and straightforward about the problems you face in starting your store, whether you’re talking about money or tacky fixtures. And don’t be afraid to have your ideas shot down. Most mentors prefer to deal with longer-term strategic issues as opposed to the day-to-day (my sales associate leaves early every day to pick up her babysitter). By the same token, don’t blindly follow someone else’s advice without doing a little research on your own.
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Smart Tip

Let your mentor know how much you value his or her help by sending a thank-you note, gift basket, or other token of your appreciation.






The Bare Threads 

One last, but certainly not least, important issue: You don’t have to own a feather boa or a leather bustier (we promise to come up with some different examples), and we don’t expect that you’ll be sitting next to fashion icons such as Anna Wintour or Victoria Beckham at the spring and fall shows. But for crying out loud, you can’t expect to open an apparel store and impress your customers if you a) dress like a computer geek, b) think Calvin Klein is one of our ex-presidents, and c) have never set foot in an Old Navy store! Forget fashion—this is simply un-American.

But more important than your own fashion sense will be your handle on fashionspeak, so to speak. As they say, if you’re going to walk the walk, you’d better talk the talk. So whether you decide to open a women’s, men’s, or children’s apparel store, you’ll need to dress up your vocabulary with the words listed in the Glossary at the end of this book.
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The Fickle Female

Women’s Apparel Store

 



 



 



 




There are no ifs, ands, or buts about it: You gotta love clothes. This particularly applies to the women’s apparel store owner. Obviously, if you are a female entrepreneur, you already know that we (yes, we) are a fickle gender when it comes to fashion. It makes absolutely no difference that last year we purchased an entirely new wardrobe; it goes without  saying that this season we still have nothing to wear. It doesn’t matter if we have five little black dresses (LBDs) hanging in our closet that were collectively worn five times. We simply must have a new LBD for this year’s Christmas party, because you never know which person from the office may have seen us at that family wedding (really lame excuse). And it doesn’t matter if we have ten pairs of jeans (we really have more). There is always a new pair to buy—and that pair won’t fit, either.
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Stat Fact

In a USA Women’s Wear Market Research Report provided by Informat.com, women’s wear comprises almost 60 percent of the apparel market, with the remaining percentage divided between men’s and children’s markets. Outsize apparel (petite, tall, and plus sizes) had less than a 5 percent share of the women’s wear market in 1980, but rose 20 percent in 2008, and is predicted to increase 40 percent by 2014.



Now, if you are a man, or a male apparel store owner, you may not inherently understand this way of thinking. But if you have a spouse, girlfriend, and/or teenage daughters, you are no doubt nodding your head in agreement, if not with slight annoyance! Either way, it’s a fairly simple learning curve. As females, we may like an article of clothing today, but we are entitled to change our minds about it tomorrow.

What does this schizophrenia mean for the owner of a women’s apparel store? What it means is that to be successful, you need to constantly keep in mind the fickle female psyche—even if you are a man. Men may be from Mars and women from Venus, but when it comes to clothes, we’re all better off on the same planet.

“The women’s apparel business is exciting because women are more amenable to change and like to try new things,” says K. Cohlmia, who owns the Wooden Nickel in Stillwater, Oklahoma. At the same time, most women aren’t trendsetters who’d starve themselves or their families to pay for a Dolce & Gabbana sweater set with a faux fur collar. Most, in fact, wouldn’t know Dolce & Gabbana from Donny and Marie.

Knowing that, “you don’t want to try to be all things to all women and cover everything,” says Dr. Nancy Stanforth, associate professor at Kent State University’s School of Fashion. “You’ve got to really focus on your target female customer.”




Degrees of Separation 

To help you keep focused, let’s begin with some more fashion vocabulary specific to the women’s market. Styles of women’s clothes vary, but essentially you’ll be “in the know” if you know the following. There’s the traditional look, or preppy style, which features 100 percent natural fabrics like cotton, linen, silk, and wool and often comes in  untrendy colors such as yellow and lime green. Traditional apparel usually sells well—much better than, say, sweaters with fur collars—particularly now that dressed-down corporate America is as much a reality for women as it is for men.

Basics, which can also be preppy if they’re made of natural fibers, are clothes designed more for casual wear and usually contain a good percentage of polyester or synthetic fibers. Basics are popular with a wide cross section of customers because the designs, such as sweaters, sweatshirts, and pants with drawstrings or elastic bands, camouflage figure problems. Unless we’re lucky enough to be built like Megan Fox, we probably all own a few basics.

Fashion items, such as must-have “jeggings,” reflect new trends but are generally the kind of looks that last more than one or two seasons. Updated fashion is trendier and often represents fads like faux fur animal prints, vintage cowboy boots, and low-rise jeans.

Finally, there’s designer apparel. All garments with the same designer name have a recognizable look particular to that creator’s tastes. American designers like Calvin Klein and Donna Karan, for example, are known for their clean lines and subtle tones, while Tommy Hilfiger’s signature bright colors and traditional fabrics might be considered more on the preppy side.

By knowing your target customer (we’ll talk more about in Chapter 12) you’ll know which styles to stock. For now, let’s just state what might seem like common sense to many of you. In general, lower-income customers will be interested in the basic necessities or trendy fashions that have been deeply discounted; whereas higherincome customers will go for updated designer fashions and more sophisticated styles.
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Stat Fact

According to MarketResearch .com, plus-size clothing is a major segment of the women’s apparel business. As a $47 billion industry it accounts for 40 percent of all women’s and girls’ clothing, and 27 percent of clothing sales overall.






Cautiously Current 

According to experts, this is not an oxymoron in the women’s apparel business. One experienced retailer-turned-professional-buyer warns that trying to provide too much variety in style and price can give you a “chop suey” effect, which leaves customers with no fashion direction—not to mention a bank account that is probably equally stirred up. Customers are often disappointed with trends and, in the end, return to safer, more conservative styles. (Remember, we are talking about the “fickle” female.) An apparel retailer’s best bet is to offer “newness” more in the form of different colors and fabrics.

Esther Burton, owner of Esti’s in Brooklyn, New York, caters to both a very modern, young, fashion-forward woman, as well as a more conservative (usually religious) client, so she looks for lines that address both needs. “By getting fabrics from designers to modify the styles where needed, and with an expert tailoring department, we are able to cater to a woman who otherwise would have no access to wearing top-designer clothes without violating her religious principles,” Burton says.
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Fun Fact

More than half of all women purchase at least one high-fashion item each year to liven up their wardrobes.



In one example, the Vera Wang bridal gown worn by Ivanka Trump was ordered for a young woman who could not wear a sheer-bodiced gown and needed longer sleeves, so Burton had the bodice lined and extended the sleeves by adding lace. In another example, Burton points out that sometimes dresses are way too short for a religious or older woman so they add interesting borders to hemlines. “I have one customer who loves Pucci’s dresses but wears her clothes ankle length,” she says. “We cut off the bottom of the dress, pick a predominant color of the dress, and add a wide border (whatever width she needs to get the desired length). Then we end with the piece of the dress we cut off so it doesn’t look like an add-on.” Burton’s client has since told her that she’s been stopped on Fifth Avenue, as well as abroad, and asked where she gets her Pucci’s because they’re never seen quite that way.




Women’s Wear Watcher 

Prior to starting your store, you can minimize both your financial and fashion risks by following our six-step program in Chapter 1 as well as our passive apparel exercise program of watching TV. Along with that and finding a mentor, you’d be wise to read every book and trade magazine you can find on the specifics of the apparel business—and then watch a little more TV.

Over the years, prime time has played a prime role in women’s fashions. Twentyplus years ago when Dynasty was popular, everyone wore gold chokers and football pads on their shoulders. Jump forward 20 years and the new rage was the beaded necklaces inspired by Courteney Cox and Jennifer Aniston of Friends. A few years ago, Carrie Bradshaw (played by Sarah Jessica Parker) on Sex and the City, had women across the country salivating over her extensive shoe collection. Now it’s all about the glamorous little dresses and outfits worn by the Gossip Girl stars. So it’s important to pay attention to what women are wearing on TV because those are folks your female consumers want to emulate.

Besides keeping up with changing styles, you should also regularly read magazines and market newsletters to keep up with the values of the clothing and accessories you sell, which we’ll discuss more in Chapter 11. As you move on throughout this business guide, you’ll see that all of this information will give you ammunition in your discussions with sales reps of the various clothing lines, with whom you’ll be doing much negotiating on price and discounts. More important, you will develop an air of authority and an expertise that is important to your professional identity within the industry, and as your business grows, you’ll find yourself having to rely less on others’ advice.
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Smart Tip

It’s a smart move to subscribe to Women’s Wear Daily and/or The New York Times to keep current on fashion. Also study magazines like Vogue, Elle, and Glamour. Read the trades not just for style tips but also for tips on pricing, discounting, and handling and promoting merchandise, which every store manager will be dealing with on a daily basis—and which we’ll discuss throughout this business guide.




A Woman’s Wish List


In her book, What Mother Never Told Ya About Retail (Retail Resources Publications), author T.J. Reid surveyed 2,000 women, ages 21 to 50, in the $30,000 income bracket range, who were asked to rank their shopping desires in order of priority. They were also asked to indicate if they would be willing to pay higher prices if a store provided the extras they wanted. Here are the top “wants”:



	
Wish List 
	
Want 
	
Would Pay Extra for 



	Restrooms
	93%
	46%



	Places to sit
	62%
	40%



	Delivery
	57%
	37%



	Phone shopping
	50%
	37%



	Coffee/soft drinks
	45%
	22%



	Valet parking
	15%
	13%













Sincere Sales Techniques 

Everything we’ve mentioned so far is important; however, the main emphasis of your daily operations as an apparel store owner should be on transforming potential customers into paying customers. This isn’t brain surgery; all it takes is common sense and a little sincere encouragement.

Selling involves a “do unto others” mentality, especially where female shoppers are concerned. After all, you know how you don’t like to be treated when you are the customer. You don’t want to be preyed upon by a hungry stalker. Similarly, as a store owner/salesperson, you want to give each customer sufficient time to browse, after which she may come to you or one of your salespeople with specific questions. Instead of making them feel hunted, make your customers feel at home. Make light conversation. Be attentive and use subtle compliments where appropriate. The longer a customer spends in your store, the more likely you are to make a sale.

Let’s take a minute to review the T.O. The term “T.O.” stands for “takeover” or “turnover,” a psychological technique used to clinch a sale. T.O. works best in a marginal situation. For example, if a customer is lukewarm toward a piece of clothing she doesn’t really need but wants, such as platform sneakers decorated with bling. You don’t want to use high-pressure tactics, like taking her car keys until she uses her credit card, but if the customer is undecided, it’s the perfect opportunity to flip her credit card in your favor.

Let’s say the customer doesn’t respond to the fact that your shoes are tres chic and there’s only one pair left in her size. The first thing you need to do, after saying “hello,” of course, is to learn what objections the customer has, such as “I’m not sure if the style is flattering” or “I’m not sure whether I’ll be able to walk down the street without breaking my neck.” Then you or the manager is called in to “take over.”

Mind you, this is not a hostile takeover. This is merely a logical sales step for you because you are the fashion authority. You’re the owner of this stylish store because you know apparel, right? Use your expertise for all it’s worth. Before attempting to counter any objections, begin by subtly and honestly complimenting the customer on her appearance. There need be nothing deceptive about this, unless you ask a woman with gray hair whether she just celebrated her 30th birthday. Honesty is always the best sales technique. Besides, compliments are a kind of support system and most of us use some form of flattery. When it comes to a woman and her clothes, you are simply telling somebody else what she needs to hear.

Recently, Nicole Keesler, owner of Creative Elegance Weddings, had a bride in the store trying on different gowns. Keesler’s four-year-old daughter was in the store at the time; she enjoys coming out to say hi to the customers and look at the dresses they are modeling. “She was watching the bride try on dresses and she  speaks up to suggest the bride “look at the necklaces Mommy has to go with her gown,” Keesler relates. “After I brought over a necklace for the bride to see, my daughter then proceeds to tell her about the shoes I also have that would match.” Keesler is thinking about promoting her daughter to sales manager in the near future.
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Dollar Stretcher

In the beginning, when money is tight and you might not have a good handle on your customers, use caution with trendy, fad merchandise that may lose its popularity overnight. It’s better to accessorize with low-volume accessories like hosiery, lingerie, and inexpensive costume jewelry.






Get Wise and Accessorize 

To accessorize or not to accessorize? It’s a viable question when thinking about opening a clothing store and one that, when answered in the affirmative, many seasoned women’s apparel store owners say has increased their sales over the years. The thing to remember about accessories is that they require little selling space and create more dollars per square foot than anything else you can offer. Handbags can be hung over garments. Scarves can be tied around collars, and pins displayed on garments.

The trick is also to know what to accessorize with in terms of your market. Keesler carries veils, shoes, jewelry, and wedding accessories such as toasting flutes, ring pillows, baskets, and cake toppers. “I try to include things that the bride will need for the wedding so that when they come in they feel they can get a lot of what they need in one place,” she says.

Or like Alternative Outfitters, a vegan boutique located in Pasadena, California, you could sell primarily shoes and accessories to a specific clientele. “Everything we sell is vegan,” says co-owner, Jackie Horrick. “That means that no animal materials are used in making our shoes, bags, wallets, belts, and other accessories. We also sell wool-free coats and winter wear and faux-leather jackets. We offer eco-friendly items that are made using sustainable, organic, and recycled materials, as well.”
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Smart Tip

Not only is it smart to carry accessories in your store to provide customers with more selections, but they also help to increase your profit margin. On average, the markup for accessories can easily run from 100 to 300 percent, so make sure you have the most sought-after accessories in stock for your market. The bigger the brand, the bigger the bonus.




The NPD Group, a Port Washington, New York, retail research company, reports that handbags are still the most popular accessory purchased by women. “Collecting handbags has become even more important for women today, especially with the new burst of color in fashion,” says Marshal Cohen, The NPD Group’s chief industry analyst. “Don’t be surprised when you hear how many women need to make room in their closet not only for their footwear fetish collection, but their handbag collection as well.”


Sexy Sports Apparel


This may not seem like the most appropriate chapter to be covering sports apparel, but believe it or not, women dominate the sports market. You might want to include it in your merchandising mix.

According to government data, the Consumer Price Index (CPI) is rising along with retail sales and industrial production, indicating economic recovery in the United Staes is continuing to strengthen. The Sporting Goods Manufacturers Association (SGMA) supports this assessment by predicting the upcoming year “will be a year of solid, single-digit growth for the sports, fitness, and recreation industry in the United States.” To take advantage of this improving trend, apparel retailers should stay on top of their game by considering the following:
• Females dominate the decision-making process regarding purchases of sports apparel. Heavy spenders on sports apparel are one-third of all wearers who spend more than 80 percent of all dollars. Guess who the big spenders are: women.

• According to the Sporting Goods Manufacturers Association (SGMA), women’s share of active sports apparel (41.1 percent of dollars spent) is almost equal to men’s 42.5 percent share.

• The SGMA also reports that only 30 percent of all sports apparel actually gets a workout. With multi-function sports clothing expanding its usefulness, the remainder is purchased for casual comfort and leisure wear.





The International Health, Racquet & Sportsclub Association (IHRSA) reports that 45.3 million Americans currently hold health club memberships. So it’s no small wonder that major sportswear designers focus on both fashion and function in their products for both genders.

In addition, the fitness industry predicts the Baby Boomer generation (ages 45-63), credited with “inventing” the fitness movement, will have a big impact on retail sales of sports apparel for a long time.



The most popular handbag styles are:1. Shoulder bag

2. Hobo bag

3. Duffle

4. Barrel bag

5. Messenger Bag

6. Tote

7. Baguette

8. Clutch or Wristlet

9. Field (or flap) bag

10. Satchel
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Bright Idea

One or two jewelry cases need to be located within the selling areas, but no definite accessory area should be created. Accessories are impulse items, best merchandised close to the dressing rooms and checkout counters.






It Pays to Play 

When designing your women’s apparel store, know that women are as apt to change their minds about where they shop as about the kinds of clothes they buy.

Knowing that, you can have some fun. Remember, women come to your store to buy a unique outfit they can’t find elsewhere, and their shopping experience should be just as unique.

Depending on your intended customer, whom we’ll discuss more in Chapter 12, you have creative license to make your store everything from practical to playful. Whatever you do, keep it feminine. Paint your walls an off-white or pastel, play soft music (if you decide you must have background noise), make sure you have plenty of clothing and accessory displays that change weekly or biweekly, and also offer plenty of comfortable seating. Many women view shopping as a social activity and will often come in with friends or a spouse. Last but not least, keep your store lighting natural or muted.
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Smart Tip

Fashion trend watchers report that in light of previous economic instability, heavily branded logo apparel does not have the same appeal that it once did. This may be because consumers believe that an affluent look is now considered gauche in the world of fashion. However, trends change overnight and the resurgence of more opulent styles could be right around the corner.



If you’ve got something really playful in mind and are worried about cost, take a tip from  an apparel store owner who actually arranged to have his store designed by students at a local art school as a class project. By working directly with the instructor, this store owner got his “inside job” done for only the cost of materials.

After reading this chapter we don’t expect that you’ll be able to read the minds of female shoppers (if you can, be sure to let us know). But a fickle fashion sense can only mean one thing: Women will never stop shopping. And it might as well be at your store.





3

Macho, Macho Man

Men’s Apparel Store

 



 



 



 




The good news for men is that they don’t change their wardrobes every year; they usually rotate a few pairs of favorite jeans, and they don’t have the equivalent of a little black dress to obsess about every time there’s a social event.

The bad news for owners of men’s apparel stores is that men don’t change their wardrobes every year; they usually rotate a few pairs of favorite jeans, and they don’t have the equivalent of a little black dress to obsess about every time there’s a social event.

The trick, then, for the owner of a men’s apparel store is not to appeal to a fickle brain (Venus), but one that is mostly functional (Mars), particularly with the growing popularity of dressing down in the increasingly casual workplace.




Cracking the Dress Code 

The American workplace is much different than it was a few years ago, and corporate hiring practices and telecommunications are not the only things that have been affected. With relaxed dress codes now an integral part of more than two-thirds of the workforce, the lines of appropriate business attire have blurred—a lot. Employees and employers alike (men in particular) are scratching their heads in bewilderment. As K. Cohlmia, from Stillwater, Oklahoma, points out, “While most women thrive on change, extreme fashion for most professional men means an open collar or buttondown shirt.”

Luckily, extreme is in—apparel insiders refer to it as “business casual,” and it’s the most prevalent look in menswear today. Clothes may not make the man, but they are certainly making money for apparel store owners who’ve successfully latched on to the business casual look and beyond.

Barely a decade ago, everyone from seasoned professionals to entry-level clerks knew what appropriate business attire was. “Casual Friday” meant men could remove their ties and don khakis, and women could wear khakis, too. Now the “emerging trend” of the early ’90s evolved into an every day occurrence and the “casual workday” trend separated into new categories: business casual, dressy casual, and sports casual. But before you start twitching, we’re going to break it down for you.


Business Casual 
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Words of Wisdom

“Clothes make the man. Naked people have little or no influence on society.”

—MARK TWAIN



This is really just a step down from business formal (sans the suit and tie), although ties are optional. This more relaxed look basically consists of a sports jacket in a solid neutral color, or a sweater, paired with coordinating khaki or corduroy slacks. Long-sleeved shirts are the traditional choice, although tucked-in polo shirts (with a sports coat) can be worn for  an even more casual look. Nix the jeans, tennis shoes, sandals, shorts, ball caps, T-shirts, and sweatshirts, because they will never be considered business casual.


Dressy Casual 

This type of look is what men should feel comfortable wearing to lunch or dinner at a country club or while hobnobbing in the Hamptons. It’s also appropriate for a party at a friend’s home or dinner at a nice restaurant. A dressy casual ensemble usually pairs open collared shirts with nice slacks; jacket and tie are optional. It looks a lot like business casual attire, with the flexibility to be a tad more casual.


Sports Casual 

The rugged, outdoor look is the most casual look of all and may be suitable for some business and social functions—like meeting friends at the local pub after work or going to a pro basketball game with the boss (or a date). Denim jeans, polo shirts, and athletic shoes are acceptable; however, T-shirts and ball caps are not.

Since the late-1980s when Casual Friday made its first debut, apparel stores focused on the business casual look have taken a large bite out of the men’s apparel industry by specializing in the sale of designer slacks, khakis, and sport shirts rather than traditional suits and ties. While the business casual look has not completely dominated men’s fashion—you still see men wearing suits on Wall Street, for instance—the trend has pretty


Casually Confident


We’re going to go out on a limb here and say that casual may go out someday, but it probably won’t happen any time soon.To reinforce our millennium mind-set, check out:
• Brooks Brothers Online (brooksbrothers.com). This famous clothier combines classic elements for all types of dress codes, including custom-made shirts, chinos, and loose-fitting sweaters.

• Dockers Online (dockers.com). This is the place for khaki, khaki, and more khaki.

• JoS A. Bank Clothiers (josbank.com). A leader in men’s clothing for the workplace that also features a wrinkle-resistant traveler’s collection.






much spread from Silicon Valley to most areas of the country.

But is the business casual look here to stay? Industry insiders seem to think so—at least for the time being. Lois Huff, senior vice president of Kantar Retail (fka Retail Forward) was quoted in the Pittsburgh Tribune Review as saying, “The work uniform of American men is decidedly casual compared to what it was a decade ago.” She affirms that, “There’s a revived interest in a more structured look, a more tailored look. It’s slowing that movement toward the casual, but the casual is still happening.”
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Fun Fact

A few years ago, The New York Times reported that Donald Trump had beat out and “trumped” Giorgio Armani and Donna Karan as one of the most trusted fashion names in America. That’s a pretty good gig for someone who doesn’t design, make, promote, or even wear his own line of clothing.



This doesn’t mean you should put the skids on that truckload of new Lacoste polo shirts, but it does suggest you should be ready to roll with the waves of change. Remember, if we had looked into our crystal ball in the 1970s, we would have seen that disco wouldn’t last. “When men wore leisure suits in the ’70s, no one thought they’d never have to carry a double-breasted suit again,” says Meridian, Mississippi, apparel store owner Robert Loeb. “Then the 1980s came along and the leisure suit disappeared. The same thing might happen to business casual, and that’s why you have to keep on top of things.”

Although business casual gives all appearances of hanging around for a while, the level of casualness depends on your geographic locale and clientele. On the West coast, polo shirts and chinos are a mainstay; but in urban areas such as New York and Chicago, the pendulum is swinging back to a more traditional look that underscores the importance of owning a tie—several, in fact.

Believe it or not, men also pick up certain fashion cues from TV, movies, and men who make millions in other ways, like Miami Heat’s president and former head coach, Pat Riley. After all, we had Miami Vice to thank for pastel shades and linen suits in the 1980s—and certainly those grungy internet entrepreneurs for the less corporate look of the 1990s. But after the demise of most of the dot.com businesses, business casual revived a more traditional look.
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Smart Tip

Subscribe to magazines like GQ and Men’s Journal to keep current on fashion. As we mentioned in Chapter 2, you’ll also want to read the trades, not just for style advice but also for tips on pricing, discounting, and handling and promoting merchandise.



It’s probably safe to categorize men’s apparel as functional with a flair—a result of corporate trends, nagging spouses, and yes, even vanity  tips picked up from studly media figures like Pat Riley and NBC’s Today show host, Matt Lauer. As one specialty store owner explains, “It used to be that a man would come in and pull a suit off the rack. He had a choice of brown, black, blue, or charcoal. That was it. But in the ’80s and ’90s men started to become as vain as women, and with that increased vanity came a new awareness of clothing entering the new millenium.”

Well, frivolous socks and open-mindedness about pink shirts do not a slave to fashion make. Despite the growth of the men’s apparel business—and unless you’re catering exclusively to those in a creative business like advertising or architecture—you won’t find the average computer programmer or Ford executive buying linen suits in pastels or any other color. Remember, most men still suffer from fad-phobia.




Monitoring the Male Mind-Set 

Not to sound like a broken record, but prior to starting your store, you’d be wise to—along with finding a mentor—read every book and trade magazine you can find on the men’s apparel business. Become as familiar as you can with the nuances of the industry and the specifics of the male clientele in your area, and regularly read magazines and industry newsletters to keep up with trends. Don’t worry; we will hone in more on the male mind-set later in this chapter and in Chapter 12.

We can’t stress the value of hands-on experience enough. “My family’s apparel business goes all the way back to 1887,” says Loeb. “It started as a women’s store and gradually, over the years, became focused on menswear.” As a teenager and young adult trying to figure out what career he wanted to pursue, Loeb initially went to work for his father part time. However, his father advised him that if he wanted to be in the apparel business, he needed to learn from the experts. So, Loeb went to work in the training department at Parisian’s, a major department store in the vicinity. “I worked for them nearly eight years as both an assistant manager and buyer,” he says, and “I can now say that it was the best preparation I could have had for running my own business. I learned about pricing merchandise, as well as the industry lingo and how to work with vendors.”
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Smart Tip

For the latest tips, guides, and advice on men’s fashion apparel, check out Men’s Fashion Tips online at: www.mens-fashiontips.com. In addition to a fashion blog, you will also find reviews on men’s shoes, ties, suits, socks, and more.



We also can’t stress enough the importance of developing some kind of niche, whether you decide to be the trendy store owner that carries Paul Smith or the most casual of clothiers. As Cohlmia says, “When we opened in 1975, the  store was pretty much a jeans kind of store, and then we had to make the transition to polyester suits like everyone else. In the ’80s, we started to carry oxford cloth shirts and khaki pants and were one of the first stores in the area to carry the Polo brand because the look was so hot on the Oklahoma State University campus.” Now the store has gone back to its roots by once more becoming a jeans kind of store—as in premium denim jeans for as much as $300 a pair. “We are continually reinventing ourselves to keep pace with demographics and the people who have the money. So we’ve gone a little younger with hipper styles and sales are skyrocketing.

“I guess what I’ve learned over the years is that you have to evolve and keep up with the times. If you’re not listening to the customers and making changes—you’re gone,” Cohlmia asserts. “My look for men has always been more of a traditional casual look, and in the past pretty much geared toward the guy in jeans and golfers. But you can’t ride the traditional wave forever, especially now that men have become much more casual in the workplace. You’ve also got to carry khakis and the newer brands. And now, as more of the population spends money on exotic vacations, we are also carrying more travel and outdoor wear, like North Face clothing. My point is, we will probably have to recycle our merchandise again as trends change.”




Macho Means Mucho Money 

Don’t think that just because men aren’t as picky about their clothes that starting a men’s apparel store will be any cheaper than opening a women’s store.

Essentially, we’re recommending that you be equally well-financed, which means that even before you start outfitting your store with clothes and fixtures, you’d be wise to have more than $25,000 to get things up and running.


[image: 022]

Fun Fact

Levi Strauss & Co. entered into its firstever movie promotional deal in conjunction with Metro-Goldwyn-Mayer’s March 1999 film The Mod Squad. The promotion was unusual in that the San Francisco jeans maker visited the movie’s production, then created a new line of Levi’s-brand clothing to match the look of the film. The clothes are sold by retailers, Original Levi’s Stores, and the Levi’s website. Levi also backed the clothes and the movie with a multimillion-dollar ad campaign.



We’ll just repeat what we said in Chapter 2, which includes recommendations from experts and entrepreneurs alike. Dr. Nancy Stanforth, associate professor at Kent State University’s School of Fashion, recommends $150,000 to keep your sanity, while some entrepreneurs feel they could stay sane starting a store with $50,000 or less. Debbie Allen, industry speaker and owner of Allen & Associates Consulting, Inc. based out of Scottsdale, Arizona, says you  should have $100,000 in inventory for a 1,200- to 1,500-square foot store—the average size of an apparel store. The main thing to remember is: The more money you have, the better off you’ll be.




Flattery Will Get You Nowhere 

Given a choice between doing the laundry and going shopping, most men will choose folding clothes. For that matter, given the choice between making a commitment to a woman and shopping, most men would just as soon march down the aisle. When men get depressed, they don’t shop; they find sports on television or wash the car.

Knowing that, your sales technique with male customers will be very different from how you deal with female customers. Again, with few exceptions, no man is going to respond favorably to the same kind of flattery as a woman: “I like your outfit,” “Where do you get your hair cut?” “You look too young to have a child in junior high school,” “That shirt looks great with your eyes,” etc.


On the Run


Atheletic footwear makes up approximately 35 percent of the footwear market in the United States. This includes “athleisure” shoes that can be worn to the office or gym, although they are not really intended to be athletic performance shoes.

If you’re a men’s apparel store owner whose profits, at least in part, are derived from the sale of athletic shoes, you might be interested in these statistics, gathered from the Sporting Goods Manufacturer’s Association (SGMA):

Athletic footwear sales topped at $12.3 billion last year, with sales anticipated to increase at least four percent this year in five categories: fitness/workout, outdoor adventure, running, soccer, and walking. The three athletic footwear categories that exceeded the billion dollar mark were:
• Running/Jogging ($3.35 billion);

• Classics/OriginalsBasketball ($1.88 billion); and

• Kids ($1.78 billion).





Following closely behind were skate/surf ($806 million) and basketball ($796 million).




A more effective sales strategy with men is not to flatter them but instead to blur the lines between salesmanship and customer service. Sports is usually a safe topic and a good icebreaker with men. “Did you see the (fill in the blank) game last night?” “How about those (fill in the blank)?” As we said with women, the longer a customer stays in your store, the more likely you are to make a sale.

One thing you don’t want to get involved in is the whole T.O. sales method we discussed in Chapter 2. That sort of winning-the-browser-over-to-the-other-side tactic doesn’t work with men, or even their significant others, because if a man or a couple is in your store, they’re on a merchandise mission. “When a man walks into your store, you know he wants to buy something,” says Loeb. “And usually if the man is there without his wife or girlfriend, it means he’s interested in a high-ticket item, like a sports jacket he probably needs for work or some event where she will accompany him and doesn’t want to be embarrassed by his clothes. He will go straight to the area of the store where you carry those items and start trying them on. You don’t need to worry about following him around to see if you can help him figure out what he needs.”


The Minimalist Male


No loud music. No loud colors. No loud accessories. If you don’t remember anything else, remember these things when designing your men’s apparel store.

As you recall, we’re talking about the gender that lists shopping somewhere way below a sporting event and slightly higher than delivering a marriage proposal. That’s why you want to make your store as soothing and simple as possible. We’ll talk more in Chapter 11 about the current basics of merchandising, but we won’t be giving away the store by suggesting here that you keep your men’s apparel store low-key and clean.

By low-key, we mean forget any kind of gimmick or theme. If in doubt, paint your walls off-white and leave it at that. By clean, we mean easy to navigate and organized. Place all blazers in one area, all shirts in another, all suits in another. As in a women’s store, have plenty of clothing and accessory displays that change regularly. And as we said before, if you’re worried about keeping costs down, go straight to the nearest college interior design program.



And if you get a man into your store more than once, he might be hooked—at least as much as a man can get hooked on clothes. “You want to make that customer a friend and let him know you’ll take care of his needs,” says Loeb. “Ask his name; call him by name. Establish a bond by inquiring about his family. Believe me, he’ll never get this kind of attention at the Gap.

“I recently had a man in here who told me, ‘If you retire, I probably won’t ever buy clothes again because I won’t know where to go or what to buy. I’ve gotten so used to you advising me.’ You build loyalty and sales by taking care of your customers.”

Sports casual or business professional. Venus and Mars. Khakis vs. premium denim. We know this alone is a lot to absorb in a chapter, but hopefully we’ve provided you with mucho information about the macho man.
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You’ve Come a Long Way, Baby

Children’s Apparel Store

 



 



 



 




Maybe it’s all those cute clothes at the Baby Gap. Maybe it’s your own three kids. Maybe your fashion sense stopped at puberty. Any or all of those reasons aren’t enough to hang your hat on as a children’s apparel store owner, but they’re a start. And as we’ve been hammering  home, interest is the number-two qualifier (after money) in this business, whether we’re talking Calvin Klein or Carter’s.

Running a children’s apparel store is different from opening a women’s or men’s apparel store. One of the most important things to remember is that parents, not children, are the ones with the credit cards and checkbooks. Second, children don’t become decades-long customers; their parents do, and then, of course, only if they have more children.
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Smart Tip

The children’s apparel store niche requires careful buying and a healthy markup, often more than the 40 percent industry standard.



Keeping this in mind, you don’t have the option of deciding if the let’s-be-friends sales tactic of other apparel stores fits here. We’ll tell you now that it does. Running a store that sells items that become obsolete in a month or two because of growth spurts, you’ll quickly get to know Megan’s or Tommy’s mother on a first-name basis. And good thing, too, because hopefully those mothers, and friends, will be back again and again as their kids continue to grow out of their clothes.




Aim High 

Knowing this, as well as knowing that you can’t compete with discount apparel retailers like Walmart, Sears, and Target—where thousands of sensible parents we don’t care about are shopping—you’re going to have to develop a more fashionoriented niche aimed at upper- and middle-income parents. These parents tend to spend more on their own clothing and are willing to pay a premium for their children’s clothes. You also won’t have to worry about the fact that Sears carries the same outfit for $5 to $10 less.

As an upscale children’s retailer, you can target parents who tend to think of their children as extensions of themselves. The way their children are dressed, and the degree of stylishness, directly reflect their sense of taste. That’s what you can cash in on, and in the right market, a children’s clothing store can be a strong business.

Aside from offering a higher quality of merchandise, children’s boutiques fill a service void. You will not find a cashier at Sears helping customers into the dressing rooms with their clothes or cooing over small children. This fact has contributed to the rise in popularity of finer children’s apparel shops in recent years.




The Baby Boom 

Cashing in on the baby boomers’ baby boomlet of the ’80s and ’90s, the children’s apparel market saw a significant increase and was among the fastest-growing segments of the overall retail market. Fast forward 20-plus years and the echo boomers (today’s Generation Y) are having their own type of boomlet, signaling another powerful surge in retail sales of children’s apparel which is expected to reach $131.5 billion by the end of next year.
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Smart Tip

Traditionally, children’s apparel stores have carried clothing for infants to ten-year-olds. As competition from big apparel and discount chains grows, that has changed, and what you carry will depend largely on your location and your proximity to a mall.



Parents and kids alike are taking their fashion cues from TV shows, movies, magazines, and friends. Kids want to have fun while looking cool, so no cookie-cutter styles for these guys. While marketers at the big retailers seem slow to respond, this is the perfect opportunity for an aspiring clothing store owner to embrace the new dynamic of young savvy shoppers.


Make Fashion Fun


While an organized look is still high on the list of priorities in a children’s and/or teen-oriented store, you’ll probably also want to create an element of fun as well. For a children’s store, “fun” can be as simple as a colorful window display or as involved as an interior decor that includes pastel-colored walls and a designated play area.

Some ideas that work well in a children’s store are the use of pastel colors, which creates a nursery-like atmosphere, colored graphics or cutouts on the wall, and brighter carpet and lighting than what we’d suggest for an adultoriented apparel store. Some experts even recommend coming up with a theme for your store, which for kids might be a superhero, circus, or cartoon character motif.

Again, if you’re worried about cost, you might think about turning over your store interior to students at a local art school.



An important consideration will be the inclusion of fun accessories in your store. Competition is stiff, especially since so many apparel retail stores carry children’s clothing. Having unique accessories on hand such as hand-painted specialty items or personalized gifts can go a long way toward paying the rent.




Sales: Speedy Yet Sincere 

Face it. It’s a pain in the neck to shop for children, and parents with money don’t enjoy it any more than parents who are bargain shoppers. As the store owner, you’re going to want to modify our T.O. rule into that accounting acronym FIFO, which stands for first in, first out. Your mission as children’s apparel store owner will be to outfit that child as quickly, painlessly, and profitably as possible.

Keep in mind that, even with four-year-old twin tornadoes, you’ll still want to give your customers sufficient time to browse and come to you with specific questions. At the same time, make them feel at home and admired as parents. Admiring their cute kids is one way of getting in a parent’s good graces.




The Terrible Teens: Jeans Are Keen 

We can’t write a children’s clothing chapter without talking about teens. The topic of teens doesn’t warrant its own chapter because many women’s and men’s specialty stores carry clothing that caters to a limitless age group. On top of that, many children’s stores—we are not talking baby stores here—now include sizes appropriate for teens.

One of the people who tracks fashion preferences among teenagers is Irma Zandl, president of the New York City-based Zandl Group, a trend-spotting company that does nationwide surveys. She says that, as might be expected, jeans are the single most popular item in teenagers’ wardrobes.

Like everything else in fashion, the interest in denim and jeans is cyclical. In the 1950s, movie stars like Marilyn Monroe and James Dean made wearing jeans look glamorous and sexy. In the ’60s, jeans became a symbol of social rebellion. In the late 1970s, Calvin Klein and Ralph Lauren got into the act and sparked a craze for designer jeans. This trend carried well into the ’80s with new designers like Gloria Vanderbilt and Armani jumping into the fray. Black jeans heralded the ’90s and eventually gave way to a variety of colors. The new millennium discovered jeans have bling with the addition  of crystal beads and rhinestones. Today’s styles feature any type of designer jeans including skinny, boot-cut, relaxed, flared, boyfriend, and even the traditional, straight-legged pair that every dad in American seems to own.
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Fun Fact

Adult-teen fashions are so interchangeable these days that 40-year-old mothers are often buying their own blouses and accessories at teen-oriented stores because they’re cheaper.



According to the NPD Group, a Port Washington, New York, retail research company, denim pants have proven to be recessionresistant with sales up 17 percent last year, although really pricey jeans with price tags $300 and higher seem to be falling out of fashion. However, retail strategists indicate that premium denim wear is here to stay in spite of the economic shift. In part because manufacturers are lowering their prices and offering additional product lines; and also in part thanks to the teenagers who have adopted jeans as a school uniform.

Also, jeans have become fashion-driven. Today’s teens want their jeans cut down to god-knows-where, well-fitted, and ready to rock. But like the fickle female, those criteria can change with amazing speed because the apparel industry is in a fashion cycle which can shift so quickly. Gone are the days when jeans were folded on shelves along the back wall of the store. Now they have to be hung up and displayed so that shoppers can see and admire the style.


The Guy-Factor


If you thought men were fashion-challenged, what about their younger counterparts? These young fellas also have a desire to look cool, but typically rely on TV shows, magazines, rock groups, and school friends to help pull it together. What they don’t always understand is just because their favorite boy band is sporting rhinestone-studded bananas, doesn’t mean they should. Teen guys often don’t know what’s hip and what isn’t; you can turn them (and their friends) into loyal customers if you can stop them from making a fashion faux pas.

Stock up with the classics: jeans, khaki pants, T-shirts, sweatshirts, sweaters. And don’t forget the accessories like neck chains (boys don’t call them “necklaces”), bracelets, watches, hats, and visors. Know what’s out (cargo pants) and what’s in (hoodies). Of course, anything sports-inspired is definitely hot.
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Smart Tip

If you really want to find out what the hottest teen TV shows, stars, music, and movies are, watch the Nickelodeon Kids Choice Awards. This show telecasts each spring and the awards are chosen by kid viewers. This year over 115 million teens and tweens voted.






The Tween Years 

Preteens are the awkward years between nine and twelve where fad-loving, trend-following, filled-with-attitude youngsters struggle for independence, while still needing boundaries. It’s a tough place to be, but fortunately it’s only for a few years.

Psychologists have observed that today’s kids are getting older, not younger—a deep trend that expands from the East coast to the West coast. Preadolescence no longer exists as a gentle segue into the teenage years, because 10 is the “new 15” and marketers have christened this new social anomaly a “tween.”

Even before this niche found a name, marketers began to see its power during the late ’80s. Jordache Jeans was one of the first manufacturers to take advantage of the evolving trend by appealing directly to adolescents with questionably inappropriate ads. However, the commercials were soon pulled because <gasp> parents watch TV too. Plus, they have deeper pockets which gives them more buying clout.

Fortunately, today’s ads for tweens don’t go in for the shock value; however, they still try to charm young viewers by appealing to their streak of independence and desire to appear as young sophisticates.

According to many of the apparel entrepreneurs interviewed for this book, today there’s often little differentiation between what parents and their kids consider fashionable. You will find a lot of the same clothing and accessories in Seventeen as you will in Vogue. Part of this is because young people are increasingly influenced by culture and the media, including what they see on television and in magazines, as well as what their friends are wearing.
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Stat Fact

According to the National Retail Federation, parents expect to spend an average $606 per child on back-to-school shopping in the fall, which is 10 percent more than the previous year. Ranking highest on the shopping list for both kids and parents is apparel, with parents admitting that the greatest influence on the final purchase comes from the kids.



If you’re looking to open a store that caters strictly to tween girls or boys or simply want to add a junior department to your children’s store and move merchandise, here’s a tip from T.J. Reid, an apparel industry expert, speaker, and author. Include your local teen clientele—and their mothers—in store events, such as fashion  shows and promotional activities. (We talk a lot more about general customer involvement in Chapter 13, but since this is teen-specific, we thought we’d give you a headsup here.)


Cool Kids’ Stuff


If you’re looking for some interesting lines to carry in your store that will help you specialize and form a niche, look at:
• Mia Belle Baby (miabellebaby.com). Designs baby couture and accessories and wholesales to specialty and boutique baby stores nationwide.

• The Littlest Golfer (thtelittlestgolfer.com). Pint-size golf clothes, gear, and toys.

• Doodle Duds Depot (doodledudsdepot.com). Unique, original designs for funny t-shirts and wearable art.

• Peek-a-Boo Kids (peekabookids.com). High-end, brand-name clothing for boys, girls, and infants.

• Miracle Baby (mymiraclebaby.com). Unique, handmade fashions for babies and children, featuring boutique and pageant wear.







So, to sum it up for tweens—treat them just like teens. At least when they’re in your store.

Teens (and tweens) rule and it’s essential to get a handle on male and female teen fashion throes and woes from the onset. As with male and female adult fashions, pay attention to what the kids are wearing at the malls, schools, skating rinks, and other teen hangouts. Flip through the magazines and TV channels. Watch iCarly on Nickelodeon or That’s So Raven on the Disney Channel. Become cyber-smart and troll the internet highways for the latest and greatest information on teen fashions. There are hundreds of websites that can put you in the “need to know” place you need to be.




Born-Again Business Opportunity 

Statisticians tell us that birth rates are historically cyclical. With more and more futurists predicting that we are on the verge of another baby boom or at least a boomlet, the children’s apparel industry is gearing up for a new period of growth.

The prechoolers you may cater to today will be the tweens and teens of tomorrow. And, of course, the cycle will definitely shift again, so wherever you decide to start will be a good place to begin.
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Exclusively Yours

Specialty Boutiques

 



 



 



 




There is a re-emerging face in retail and it’s called the “specialty shop.” These unique stores and quaint little shops have been resurging all over the country on the heels of the latest advancement made in the ultimate shopping experience: “lifestyle centers,” which are picking up where shopping malls have left off.

Like the mall, these Main Street style centers have retail chains, movie theatres, and restaurants; however, specialty shops are much larger in numbers. This is because the centers aren’t reliant on department stores and big chain names to keep them afloat. But mall lovers shouldn’t despair because malls still outnumber lifestyle centers, and they aren’t going anywhere.

Specialty shops are gaining in popularity everywhere—not just lifestyle centers—because they offer consumers uncommon, exceptional products that are usually not found in chain or department stores.

Lawrence C. DeParis, President and CEO of The Nat Nash Company, believes that one of the keys to success for most specialty stores is to offer irresistible merchandise whose distribution is limited to specialty stores and limited other venues. “This near-exclusive merchandise delivered in conjunction with exceptional, personalized service will provide a value proposition to the consumer deserving of a full price purchase,” he says.

In today’s current environment of greatly increased promotional activity, DeParis advises specialty stores to find ways to level the playing field with department stores and other major retailers whose margins are in many cases subsidized by the vendors. “Store owners can do so by favoring vendors that offer higher upfront initial markups, and negotiating merchandise swaps or other margin-supporting arrangements,” he says. “Also, choose suppliers who limit their distribution so as to avoid markdown pressures that result from major stores’ promotions.”

In essence, specialty shops are the antidote to mass manufacturing. The following are samples of different specialty shops that have had a big impact on today’s retail clothing market.




Boutique Is Chic 

What’s chic about a boutique? A boutique is a small specialty shop that offers unusual and distinctive merchandise that wouldn’t ordinarily be found in a traditional clothing or department store. In addition to the unique apparel, accessories, and gifts, patrons are also charmed by the quality customer service and reasonable prices these quaint little shops offer.

Boutique merchandise can range from everyday, contemporary apparel to one-ofa-kind haute couture worn by fashionable celebrities. The Secret Garden, a Victorianstyle boutique owned by Richard and Bobigene Fent in Branson, Missouri, features stylish, well-designed day and evening wear along with beautiful jewelry, gifts, and accessories. “When visitors enter our boutique they often feel as if they have stepped into a bygone era,” says Bobigene.
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Fun Fact

Many of today’s big players started out as small neighborhood boutique owners like Nordstrom, Inc., whose humble beginnings came about in 1901 selling shoes in Seattle, Washington.



Because a number of their private labeled garments are not reproduced, their shop is frequented by some of the area’s top female entertainers such as Alison Krause and Lorrie Morgan. In addition to their vintage-inspired clothing, The Secret Garden also carries other trendy brands such as Spencer Alexis, Sweet Romance, and Biscotti, as well as high-end clothing and gifts for children and infants.

So where do you find all of this great stuff? Start locally. Some of the best products are right under your nose. The Fents’ best sellers are handmade, one-of-a-kind garments made by a private tailor. Often boutique owners enter into consignment arrangements with local artisans who provide high-quality merchandise like hand-knit infant sweaters, custom-made jewelry, or personalized gift items. Be sure to read Chapter 11, Getting the Goods, to find other sources for locating merchandise.

You may have also noticed that boutiques have more flexibility with location choices. In addition to the recommendations made in Chapter 8, boutiques can set up shop almost anywhere. The Fents operate out of a picturesque little bungalow in a strategically located part of Branson, Missouri. But if you need to start out on a smaller scale, other alternatives could be a mall kiosk, a corner of a salon, or a space within a large department store. In rural areas it is not unusual to find a residence that has one or two rooms used for a home boutique.




Vintage: Old World Couture 

If you love to shop ’til you drop by spending hours looking for timeless fashions from different periods, then the start of a bonafide vintage clothing store could be your own rags to riches story. Celebrities, performers, collectors, designers, and regular folks frequent vintage clothing shops for different reasons. But the biggest is because of the unique, outdated styles that can’t be found anywhere else. Many clothes hounds like to stand out in the crowd and owning an unusual, one-of-a-kind ensemble gives these glamour pusses a distinctive edge.


What Is Vintage Clothing? 

Vintage wear is clothing and accessories that are no longer made, hard to find, and in big demand. These fashions come from another era such as the 18th, 19th, or 20th  century or basically anything made more than 25 years ago. Often when people think about vintage, what usually comes to mind are styles worn in movies like Ziegfeld Follies (1946), Designing Woman (1957), or Saturday Night Fever (1977). Even more recent styles like the designs worn in Footloose (1984) and Pretty in Pink (1986) would be considered “vintage.” However, you should note that polyester is still way uncool.
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Fun Fact

Many celebrities favor vintage fashions, like Reese Witherspoon who bought a ’50s Dior dress in Paris that she wore to the 78th Academy Awards. Or Carey Mulligan who strolled down the same red carpet at the 82nd Academy Awards beautifully adorned in vintage Fred Leighton diamond earrings. Even leading men have been known to select timeless formalwear, such as Jeremy Irons who wore a vintage Giorgio Armani tux to the Oscars one year.



Fans of vintage wear love poodle skirts, flapper dresses, crinolines, and cat eye glasses. Victorian and western wear are also hot items, especially for folks in show-biz. However, women’s vintage wear is not the only desirable category. Menswear such as Hawaiian shirts, zoot suits, spectator shoes, hats, canes, and handpainted neckties are also in big demand.


Where Can You Find Vintage Wear? 

Vintage wear can be found just about anywhere that secondhand clothing is sold including vintage shops, consignment shops, thrift stores, and estate sales. Even garage and yard sales can sometimes be fruitful.


Vintage Shops 

Naturally these shops have the best selections, but they will also have the highest prices. Catering to their clientele, clothing will often be grouped by era or decade with a knowledgeable staff ready to assist with any questions. So start asking—even if you don’t plan on buying.


Consignment Shops and Thrift Stores 
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Smart Tip

In addition to their retail stores, many vintage clothing sellers have a strong web presence with online stores and auction sites featuring their garments.



This can be a hit or miss process; however, you will find lower prices—especially at thrift stores. Smaller charity- or church-run secondhand shops often have more vintage items than a large Salvation Army-type thrift store. You will be on your own if you have any questions, so do your homework beforehand. Check the  items carefully for any flaws, because most of these stores have a no return policy. To find local thrift shops in your area, go to: thethrift shopper.com.
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Smart Tip

Most garage sales are held on the weekends and you will be competing with other resellers, hobbyists, collectors, and frugal-minded folks, so maximize your time wisely by mapping out a route to include all of the addresses you want to visit.




Estate Sales


Estate sales are one of the best ways to find vintage items and heirlooms. These are generally held when someone has passed away or is relocating to a smaller facility and needs to liquidate and dispose of their belongings. Look for estate sales in the classified section of your local newspaper. You can also contact local auction houses in your area to see when they will host their next estate sale.


Garage, Yard, and Rummage Sales 

You will find the best bargains at these types of sales; however, they entail a lot of running around. Look for garage sales in older, affluent areas as they often have high-end, designer clothing and accessories. Community-wide garage sales are a huge bonus, and don’t pass by unadvertised garage sales along the way.


Online Auctions 

The internet is a great way to find vintage clothing and accessories. There are hundreds of online vintage stores featuring bargains and hard-to-find items; not to mention auction sites such as eBay for which vintage wear is a staple. This can be a timesaver for you because these sellers have already scoured the estate and garage sales, identifying hot-selling items and spotting potential flaws. You can also reverse the trend by becoming an online vintage reseller yourself.


Family and Friends 

Get the word out that you are on the prowl for vintage clothing. There is probably a treasure trove in Uncle Bernie’s or Grandma Gertie’s closet. Of course they may think you are a bit daft for wanting to pay them for these “old things,” but it’ll give them something to talk about on Bingo night.


Advertise 

Put up notices in senior citizen centers or take out ad space in publications that reach audiences who may have vintage apparel.


Know Your Stuff


Vintage haute couture is always a top seller, as are unique, custom-made styles and designer labels from other eras. But just because a garment is older than dirt doesn’t necessarily mean that it is deemed worthy—especially if it has dirt or any other defects on it. The quality of the apparel, along with the style and design, is what will place it in the collector’s closet. Tips for spotting authentic vintage wear are:
• Plastic zippers did not originate until after the 1960s

• Men’s suit coats from the 1940s had a handy-dandy button hole in the lapel that also served as a flower holder

• Women’s dresses and slacks had side zippers

• Fabric care instructions were not sewn into garments until after the ’60s

• Vintage Hawaiian shirts are 100 percent rayon with wood or coconut shell buttons

• Most clothing was made to order up until the mid-1950s, so don’t bypass unfamiliar labels

• Buttons made of jet, brass, bone, pearl, and the button holes themselves are characteristics of quality craftsmanship.





To familiarize yourself with vintage designs, study old magazines and patterns to see how they are constructed. Teach yourself how to recognize true vintage wear by analyzing its style, fabric, label, and the way it’s sewn. Research online auctions featuring period clothing and join focus groups to network with industry professionals. Purchase vintage clothing pricing guides so that you can educate yourself on their values. This will especially come in handy if you are getting ready to pass over a $20 dingy leather jacket that was made by the East West Musical Instruments Co. in the 1960s and is now worth over $3,000.






Secondhand Style: Selling on Consignment 

Although the lines are a little blurry, there is a distinct difference between a used clothing store and a vintage shop. Secondhand clothing is gently used apparel that  may be outdated by a couple of seasons, but still has a lot of good wear left. People typically buy secondhand clothing for practical, economical reasons, while vintage fashions are more often purchased to satisfy an emotional response.

Owning a consignment shop is less risky than a traditional retail clothing store because you don’t have to pay for your inventory until it sells. Kind of like free inventory. And if it doesn’t sell, you are off the hook; the items are either given the big heave-ho to the consignor or donated to charity. As with vintage wear, consignment clothing shops often specialize in specific fashions like bridal, children, maternity, special occasion, plus size, or vintage.

Nicole Keesler, who owns a wedding planning and bridal consignment shop in Springville, New York, started with only $5,000 when she first opened her store last year. However, she had already begun purchasing some of her own dresses in advance. “Whatever you think you need, you can almost bet that you will need to double that amount,” Keesler advises.

The fact that hers is the only shop within 100 miles that sells consignment bridal gowns makes her shop very unique. “I have new and once-worn gowns that are a fraction of the original price, so brides looking for a deal or to save money may come to me first.”

Although most consignment clothing stores feature secondhand styles, that’s not always the case. In addition to new dresses, Keesler also carries new bridal veils and other accessories in stock, as well as on consignment, so that brides-to-be will have more choices.


Stocking Up 

If you are initially stocking your store with your own inventory, secondhand clothing can be found at the same places discussed for locating vintage wear or bought in bulk from commercial nonprofit thrift stores. If you choose the latter, expect to receive large boxes of clothing sight unseen that you will have to weed through and sort into piles of “fabulous,” “possibility,” and “eew, gross.”

But as you get up and running, most of the secondhand fashions you sell will come in the form of “consignments.” What this essentially means is that people will bring you clothing to be resold in your shop and you will keep a predetermined percentage of the sale.
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Smart Tip

Check store inventory for expired items at least every two weeks. Handle these slow movers in accordance with your policy and get them out of the shop. Frequent customers will recognize and remember unsold apparel, which doesn’t make for a lasting impression.



Items that are in good condition—preferably “like new”—can bring top dollar. Before accepting them, be sure to check garments for  tears, stains, or other blemishes. If something has a ripped seam or missing button but is otherwise in good shape, patch it up to be resold for a higher profit.


Operating Procedures 

Running a consignment shop introduces a whole new set of policies and procedures besides those of a traditional retail clothing store. For instance, you’ll need to decide:
• What types of inventory items are acceptable—designer labels only, vintage wear, infant and children’s clothing, seasonal, shoes and accessories, etc.?

• Will the consignment period be 120, 90, or 60 days?

• Will expired items be returned to the consignor or donated to charity?

• What the consignor split will be: 50/50, 60/40?

• Will you accept “walk-ins” or should consignors make an appointment before coming into the shop?

• Who is responsible for lost or damaged items while in the shop owner’s possession?

• What are the insurance implications?





Keep track of your inventory and accounts by using intake sheets—aka contracts. These are one to two page forms that list your policies, store hours, and contact information for both parties, in addition to a description of the item(s) to be sold. Most importantly, the consignor must sign the intake sheet acknowledging their understanding and acceptance of the shop’s terms. Be sure to provide the consignor with a copy of the intake sheet which will also suffice as a receipt.
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Smart Tip

There are several software packages that have been specially designed to start and manage a consignment business by tracking inventory, managing customers’ accounts, printing checks and monthly statements, creating inventory and financial reports. One of the top vendors offering affordable options is Best Consignment Shop Software which can be found at: best consignmentshopsoftware.com.



Keesler has a contract that the consignee reads and signs when they bring items in. “The dresses have to be clean and I use my discretion as to whether I think they are a current style customers will be interested in,” she says. The contract states that Creative Elegance Weddings will keep the items for six months, but most of the consigners opt to keep them in the shop longer. Each person has a file with her number, a list of what she consigned, her name, and contact information. Then, whenever  something sells, Keesler gives her a call and she can either pick up her portion of the proceeds or have a check mailed to her address.




Here Comes the Bride 

It actually surprises some people when they discover bridal shops are not run by sweet, doddering, little old ladies. Oh no, these are businesses (as in BIG) operated by contemporary, knowledgeable entrepreneurs who know what it takes to plan a successful wedding. Recently, ABC News reported that Americans spent $74 billion last year on weddings and receptions. Wedding gowns and bridesmaids’ dresses take a sixto-ten percent chunk of this fantasy-driven market.

For many entrepreneurs, opening a bridal shop is a dream come true. But it doesn’t take long to realize this is not a fairy tale, and you really need to love the business. First and foremost, you should be a people person who is willing to listen to customers so you can understand their wishes. Brides are by nature a difficult lot to deal with. (The same can also be said for moms, bridesmaids, and even grooms.) The first-time bride doesn’t understand the process of selecting and purchasing a wedding gown and how different it is from buying other attire. And we’re not even taking into account some of the Bridezellas you will encounter, who are in a class all by themselves. Scary!

In a survey conducted by Leflein Associates, Inc., brides said that finding the perfect wedding dress was the second most stressful part of planning a wedding. (Finding and securing a location was the first.) Why are brides so anxious? The exorbitant cost of the dream gown topped the list at 65 percent, closely followed by the inability to try on different gowns in their size (45 percent), and limited selections (32 percent). Finally, 30 percent said the lack of one-stop bridal shopping rounded out their frustration when trying on wedding gowns. This is where you come in.
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Stat Fact

In a recent study done by The Knot, the average cost for a traditional American wedding is fast approaching $30,000—and that’s not including the honeymoon. The reception usually takes a whopping 45 percent of the budget, which includes the cake, food, venue, band, and photographer.



You may decide to carry wedding gowns exclusively or include bridal accessories such as veils, headpieces, shoes, gloves, and jewelry. Adding bridesmaids’ and other special occasion dresses to your inventory will also help to increase the store’s coffers.

A popular alternative for the independent bridal store owner is to become a full-service bridal shop. You can offer lots of fun extras such as invitations, party favors, shower gifts,  lingerie, alterations, and tuxedo rentals. Many bridal shops also offer wedding consulting and planning as part of their services, which can generate additional revenue. At the very least, it would be very beneficial to develop relationships with local vendors so that you can recommend wedding planners, photographers, florists, and reception venues in the area. Naturally, they would extend the same courtesy to you, so networking is a must and a plus.

Even more than becoming wildly prosperous, you want to be known as a “reputable” bridal shop. Although bridal stores are plentiful in some areas, decent, reliable ones often are not. How do you achieve this exalted status? Via the brides themselves. These girls talk—a lot—and they share information about what shops have the best customer service and which ones will take them for a ride.

Nicole Keesler says that ironically her biggest competitor is not another bridal or consignment shop’s inventory. “The biggest flaw I have seen is in their customer service, which has been a real problem for many brides,” she says. “These other shops have great products but they don’t seem to really care about their customers.”


Diva Designers


Not all designers and manufacturers are created equal. There are some things that novice bridal retailers need to be aware of, such as the dreaded “minimums,” where certain designers insist shops purchase a specific amount of their sample gowns twice a year. And if, heaven forbid, a store owner misses a season, the designer will drop them like a cellular phone call in a dead zone. Some mischievous designers try to send stores “mystery” samples that the store owner did not order or want, but is expected to stock and pay for. You should also know that most designers hate returns, even when the problem originated on their end such as the wrong size or damaged goods.

On the other hand, you will find that some bridal manufacturers can be quite helpful by assisting you with planning your inventory. Some will even provide online educational courses regarding bridal consulting, inventory control, and other topics.

The moral of this story is to develop a thick skin and be prepared to stand your ground. If a designer is simply too difficult to deal with, cross them off the list and move on. As mentioned previously, there are tons of designers to choose from.




Setting Up Shop 

To get up and running, bridal shops initially invest several thousands of dollars in sample inventory. Gowns typically retail from $299 to $3100, with an average gown selling for $1075. As an owner, you will work as a “middleman” with several designers and manufacturers from whom you will order a variety of different sample styles—usually in sizes 10 and 12. From your (hopefully) wide selection, the bride will come in and choose her dream gown. You will then take accurate measurements to be provided to the manufacturer, secure a delivery date, and collect a deposit. If you do not have your own alterations person, be sure to provide the bride with the name(s) of a local seamstress who can do this task, if necessary—and it almost always is.

Although there are more than 200 bridal gown designers, your shop will probably only carry 10 to 12 lines. So, what happens if the bride wants to order a gown from a designer with whom you are not affiliated? If your networking skills are up to speed you can still make the sale by calling another shop (preferably not in the same town) and asking them to order it for you. Of course, your profit margin will not be as high because the other shop will also take a percentage. This process is called “trans-shipping” and you really need to be on your toes when using it. Make sure this is a reliable bridal shop that will not leave you holding the bag. If they say the dress will be delivered in four months, give yourself a cushion by telling your bride it will be six. If any problems occur during this process it will be up to the other shop owner to talk to the manufacturer, not you. In other words you have no control, although you’re the one the unhappy bride will be ranting at.

Owning a bridal shop requires additional policies and procedures besides those of a traditional retail clothing store. For example:
• Deposits. As part of your policies you will need to decide on the amount of a deposit required and when the balance has to be paid in full. The industry standard is 50 percent which is due when the customer places her order. The balance is due when the dress is picked up or before it is shipped to the recipient. No garment should be altered unless it has been paid in full.

• Refunds. You will need to determine when and if a deposit is refundable. In most cases it is not. Each wedding gown or bridesmaid’s dress is different in style, size, and color and chances are slim to none that another individual is going to pick that same exact dress. This is the biggest reason why manufacturers will usually not accept returns.

• Dates of delivery. Despite promised delivery dates, savvy bridal shop owners know which manufacturers run chronically late and will pad the time by a few weeks. You may want to do this with all of your designers until your insight has fully developed in this regard. This will help to delay frantic calls of “Is my dress there yet?” or “Don’t make me call Daddy.” 


• Put it in writing. It’s hard to remember what you told a prospective customer last week or last month, let alone last year. If you offer free alterations, a 10 percent discount, or anything else that is not standard, write it down. Include the bride’s contact information, wedding date, favorite wedding gown designers, etc. Keep track on a computer, in a threering binder, or card index file and use the information to contact the bride when you receive new inventory or have a sale so you can remain on her radar.
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Beware!

Sometimes unscrupulous bridal shop owners remove the manufacturers’ tags from wedding dresses making it impossible to know if the gown is a designer label or a knock-off. The Federal Textile Products Identification Act, Title 15, Sec 70, prohibits this type of activity. Violators can be fined up to $5,000 and peek through the bars of a jail cell for a year.





• Privacy issues. Protect your customers’ privacy by safeguarding their personal information. Some bridal shop owners have bad manners and sell information to wedding vendors and merchants, who in turn inundate the poor bride with phone calls and junk mail from Boutonnieres by Bunny and Tom’s Tunnel of Love Drive-Thru Chapel.

• Perks. Many bridal shops offer special incentives to their customers. For example, throw in a free steaming when a wedding gown is purchased from you. Other services could include free delivery or a discount on cleaning and preservation.

• By appointment only. Although most bridal shops have regular store hours, it’s not uncommon for them to schedule appointments for fittings, especially if the bride needs to come after hours or she has a large wedding party who all want to come at the same time. This ensures that you will have enough staff members available and everyone is taken care of.

• All sales are final. Seriously, no cancellations should be allowed. Make sure the customer signs a receipt that clearly states this policy loud and clear. Otherwise, a naughty bride could decide to swing by after the wedding to drop off the dress for some honeymoon cash. The only exceptions to this rule are extreme circumstances for which you will have to rely upon your finely honed powers of discrimination. Even then you should only offer a store credit—not a cash refund.






Closed Inventory—or Not 

Some bridal shops have “closed inventory” that prevents browsers from pawing through the racks. These salon-type stores are reminiscent of a bygone era when salespeople in ritzy stores would bring out gowns one at a time to show customers.  This type of preferential treatment is nice when it is carried out in style. The key to success is understanding exactly what the bride is looking for. Closed inventory can create frustration when the bride is at the beginning stage of her wedding gown search and doesn’t really know what she wants, or the salesperson is not a good visionary and doesn’t have a clue what to look for. Yes, your samples will stay fresher longer if you and your staff are the only ones handling them, but the inconvenience to potential customers who just want to browse may outweigh other drawbacks. Besides, you can always sell the sample dresses at a big discount and replace them with new ones.




Made to Order: Private-Label Branding 

Private label clothing are garments with a label that can be exclusive to a department store or a small, specialty boutique. They can be designed in-house or by outside manufacturers (often out of the country). These labels are an important weapon for clothing retailers, and they are on the rise. Many specialty clothing store and boutique owners like Bobigene and Richard Fent of Branson, Missouri, know the value of having a brand they can call their own. “Some of our shop’s clothing items are handmade, one-of-a-kind pieces, featuring The Secret Garden’s own private label,” says Bobigene. “Our best sellers are the vintage-inspired apparel that is custom made by a private tailor specifically for our boutique.”


Make It Personal


Personal shoppers are a benefit that many stores and boutiques offer to enhance a customer’s experience while increasing sales. They perform a variety of functions including advising the customer what apparel is in fashion and what styles/colors look best on an individual, selecting an outfit based on the customer’s tastes, and even helping plan an entire wardrobe. Some personal shoppers are multi-talented and can hold small in-store seminars on color analysis or accessorizing with flair.

Sometimes a customer simply doesn’t have the time to shop or just needs to find a quick gift. Whatever the reason, not only does the customer benefit from this service but so does the shop owner. The personal shopper selects items from the store’s collection and then makes arrangements to hand deliver or ship the merchandise. Many people love this one-on-one attention (seriously, who wouldn’t?) and quickly turn into loyal, repeat customers.

Some personal shoppers are staff members employed by the shop itself, while others are freelancers and work only when needed. If you offer personal shopping to your customers, you will need to decide whether this is a free service or if you should charge a small fee.



Of course you don’t need to have your own tailor to use private label branding. There are hundreds of manufacturers who will make the clothing and apply the labels for you; or you can send them the clothing and labels to have them professionally reapplied. No one will ever know. You can hook up with some of these folks through the Private Label Manufacturer’s Association (plma.com).
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Fun Fact

Many commercial retailers have been using private branding for years such as Kmart’s Martha Stewart label and Dillard’s line of menswear designed by Daniel Cremieux. And although Saks Fifth Avenue discontinued its private labels a couple of years ago, they are a hallmark for Nordstrom, whose five top brands make up 20 percent of their annual sales.



The question that begs to be asked is why would a shop owner want to promote their own brand next to a nationally recognized designer label? Often there are cost advantages for the consumer, plus retailers have more control over product development and marketing when they use private labels.

It takes a while to establish your own brand, so it’s doubtful that your private label will be an overnight success. That’s because there is so much chaos in the marketing environment that it’s hard to be seen or heard right away. But don’t be discouraged—consistency and time will pay off—especially if you have a premium private label.
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Style and Substance

Laying Your Foundation

 



 



 



 




In this chapter we’ll talk seriously about what kind of fashion statement you want to make, from choosing your apparel store’s name to determining how to legally operate your business.




A Name to Remember 

If you are not taking over a family or other person’s apparel store and are instead hanging your own brand-new shingle, lucky you—at least where creativity is concerned. You might have to play catch-up on certain business matters, but you also get to come up with your own name.

Depending on what your marketing research has revealed to you about the clientele in your store’s location, you’ll either be able to let your imagination run wild (New York, Los Angeles, or San Francisco) or you might want to err on the side of caution or good taste (Palm Beach, Florida, or Grosse Pointe, Michigan).

From an advertising standpoint—which we’ll go into greater depth in Chapter 13—and for obvious reasons, the easiest but maybe not the most exciting name for your business is one that describes your apparel store, like Main Street Clothing for Women, or Plus Size Fashions, or Mike’s Menswear. Yes, it’s a yawn.

If you’re opening your business in a small town where your father is the longtime mayor or your family’s name carries as much weight as Kennedy does in Hyannisport, simply using your last name may carry enough cachet to get the foot traffic flowing. If your store is in the same small town where you had a reputation for egging neighbors’ houses or having wild parties as a kid, you might want to use someone else’s last name.

If you use your full name in the title of the business, such as “Jonathan Harrington Clothing Co.,” you will (if you pay your bills on time) improve your personal credit as you build your store’s credit—and you’ll build prestige in the community at the same time. It won’t take long for people to recognize your name and associate it with your business.

Let’s go to the worst-case scenario and say that your last name is something that doesn’t easily roll off the tongue, like Stephanopolous or Humperdink, or you’re simply looking for any excuse to use your creative naming skills. That’s fine, as long as you make your brainstorming relative.
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Beware!

When stores strive for nothing more than uniqueness by using nondescriptive names, many potential customers may pass them by, not realizing what’s inside. This also applies to arty or off-the-wall signs that don’t provide clues to the clothes you sell.



Here’s what we mean by relativity. In 1976, when one apparel entrepreneur opened, he wanted to come up with a name that would have some longevity in associating him with the upscale value of the clothing in his store. K. Cohlmia came up with “The Wooden Nickel” for reasons he says are best spelled out on his store’s promo piece: “Historically, the  term wooden nickel described a token that was used as a medium of exchange. It had a value when redeemed at the business that issued them. Today, The Wooden Nickel is still a symbol of value. It’s classic. It’s contemporary. It’s menswear. It’s women’s wear. It’s you.”
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Smart Tip

The cost of filing a fictitious name notice ranges from $10 to $100. Call your bank and ask if it requires a fictitious name registry or certificate to open a business account. If so, find out how to get one.



Here’s what we mean by nonrelativity. Another apparel store owner says that since day one she’s regretted naming her store “The Classy Oak.” “When I first bought the store there was lots of wood in it and the landlord built an oak counter that sort of served as a centerpiece for the store,” says the owner, who can laugh about it now after all these years. “But I have to tell you that today people still walk in looking for end tables because they think we’re a furniture store.” Your name is important, so think about it carefully.




Doing Business As . . . 

After you come up with a name for your apparel store, you’ll have to register it as a dba, or doing business as, in your local newspaper.

Essentially, registering your store’s name means that you need to check whether someone else has already come up with your name and then, assuming no one has, pay a fee to register it as your own. If the name is already in use, you’ll need to choose something different.

This process varies from state to state. In Florida, for example, you call the office of the secretary of state, whose office sends you a registration form. You mail back the completed form, the registration fee, and a form from your local newspaper verifying that you’ve registered your fictitious name or dba for one week. Generally, the newspaper that prints the legal notice for your business name will file the necessary papers with the county for a small fee.
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Beware!

Until your store has operated successfully as a corporation for many years, you will most likely still have to accept personal liability for any corporate loans made by banks or other financial institutions.



In California, you call your city or county clerk’s office, check the roster of business names, and complete the registration procedure at the clerk’s window. Fictitious-name filings do not apply to corporations in most states unless the corporation is doing business under a name other than its own. We mention this because many apparel store owners, including you, may  decide to incorporate due to benefits we’ll discuss later. Documents of incorporation have the same effect for businesses as fictitious-name filings have for sole proprietorships and partnerships.

Another reason you’ll need a dba? Most banks require you to have one to open an account.




Your Stylish Structure 

Apparel store structures will vary. If you start out opening a small store on your own, with no partners, you will be operating as a sole proprietorship.
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Smart Tip

You can buy partnership agreement forms at just about any stationery store, or you can purchase books like Form a Partnership: The Complete Legal Guide, available from Nolo Books. Order online at nolo.com or call (800) 728-3555.



A sole proprietorship is the easiest method of starting a business. No legal papers are required except a business license and a dba, and no separate income tax returns are necessary.

However, a sole proprietorship has one important disadvantage: Creditors of your business can go after you personally and attach your personal property and bank account.


A Dynamic Duo


Choosing a partner wisely will be one of the most important things you do when you open your store. To avoid problems:
• Decide beforehand how store duties, like buying, working nights, etc., will be split up, and put them in writing to prevent any misunderstandings.

• Have an out. Talk about a buy-sell agreement early on in case one of you decides to sell out at some point.

• Buy life insurance. If you or your partner dies, a “key man” insurance policy will insure that the surviving store partner will be able to buy out the deceased partner; consult an expert, like an attorney, accountant, or other business expert.










Pondering a Partnership? 

A partnership of two or more people is more dangerous than a sole proprietorship because each partner is responsible for the other’s actions. In any legal or creditor action, each of you will be sued personally, with your property and your bank accounts attached. If one partner skips town, any others are, well, out of luck. Also, when people contribute assets, such as cash, to a partnership, all they get for their generosity is an equity in store assets. Hint: The more generous you are, the more you have to lose if your store fails.

The most realistic way to start an apparel business is under a corporate structure, because the corporation exists as a separate entity from you and is alone legally responsible for its actions and debts. In other words, you are personally protected in most situations, since you will be an employee of the corporation only, even though you may own all or most of the stock.
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Beware!

Never form a partnership on only a handshake and verbal agreement; always have a formal contract drawn up by a lawyer.



The majority of the apparel entrepreneurs we interviewed agreed that this structure makes the most sense, since it protects you from everyone, including your vendors.




Getting Permission 

Whenever you open any kind of business, including a clothing store, the bureaucrats get you coming and going with license, permit, and other fees. As an apparel store owner, you’ll have to get the following:
• Business license. This is just another piece of necessary paperwork that you’ll need to open your store—and that you’ll want prominently displayed somewhere near your front counter and cash register. Business licenses aren’t normally that difficult to get unless you have to go through all that zoning stuff.

• Sellers permit. In many states, apparel wholesalers or manufacturers won’t sell to you at wholesale prices unless you can show them your sales tax permit or number, also called a sellers permit. With your business license, you can usually get a permit from the State Equalization Board, the State Sales Tax Commission, or the Franchise Tax Board. The important thing about a resale permit is that it allows you to avoid paying sales tax at the time you purchase merchandise from suppliers. The sales tax is then added to the clothing’s retail price. 


• Fire department permit. The fire department requires you to have a permit if you use any flammable material—though we cannot imagine what that would be in an apparel store—or if your store will be occupied by more than several thousand people. You should be so lucky, right?

• Sign permit. In some cases, cities have their own ordinances that restrict the size, location, lighting, and type of sign used. Landlords, usually those in malls, may also impose their own restrictions; just make sure you find out what’s allowed before you start getting any artistic notions.

• County permits. The ladder of bureaucracy is endless, and you’ll find that if you open your store just outside city limits, you will have to collect yet another permit.

• Federal licenses. If you’re conducting business across state lines, or if your store is running ads in another state, you have to contact the Federal Trade Commission about a federal license.








A Nonhostile Takeover 

Taking over an existing apparel store may seem like a simple, or at least the most logical, shortcut for new store owners. If you’re not lucky enough to have inherited a business, don’t worry. You can find ads for stores for sale in apparel industry trade publications, or by searching online at sites like Business Nation (businessnation .com). This book’s Appendix will also list additional sources.

Provided the previous store owner was on the up and up about his financial records, and the store isn’t suddenly the only building standing on an otherwise demolished block in a ghost town, there are many advantages to taking over someone’s successful store. You have an established income from the start, a ready-made clientele, established records of sales and purchases, a viable customer mailing list, established manufacturer and vendor resources and clothing lines, an existing stock of inventory, established goodwill within your community, and a proven location.
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Bright Idea

Be sure you look into any restrictive ordinances that might, for example, limit the hours of the day when trucks are permitted to load and unload merchandise at your store.



But there are also disadvantages to buying a pre-owned store—namely, if you’re dealing with an owner who is not honest with you about all the things we mentioned above. Let’s say the owner had a partner from whom he skimmed profits, or he cheated his vendors, or she didn’t pay taxes for the last five years, or the building is rotting. Even one of these things could leave your store doomed. Think SS—Smart Sleuthing. Whatever you call it, make room for another list and take notes on following: 
Pass or Play?


Never—we repeat, never—buy a pre-owned store without asking yourself these questions first:1. Why is the store for sale? Does the owner want to retire, or is the business going downhill?

2. What do the records show in terms of sales volume, growth patterns, and the efficiency of the management?

3. What is the condition of the inventory? Is it fresh and current? Or do you see Izod shirts stacked in the storeroom?

4. What is the store’s local image, the status of its goodwill and reputation? If it’s good, fine. If it’s questionable, it then becomes your problem.

5. What has been the trend of the store’s sales over the past five years—up or down or at a standstill?

6. How much of the business will you lose? You won’t automatically inherit all the former business, especially if the previous store owner is moving down the block.

7. Is the store worth the asking price?

8. What is the breakdown in sales by departments or categories? If it’s a family store, for example, what portion of sales are in men’s footwear, or in women’s accessories, and so on? This is very important for you to know because it indicates the kind of clientele you’ll be working with.

9. What is the quality of the store’s brands or lines? Can you retain them with the store’s suppliers?

10. What is the store’s credit standing—with its resources, with banks, and so on? You’ll be inheriting some of the effects of the previous credit rating.

11. What are the store’s leasing arrangements with the landlord?

12. Finally, is there room for the store to grow under your new management?






• Find out why the store is for sale. This is pretty self-explanatory. If it’s not located in a ghost town and not completely enclosed by shopping malls, then ask around.

• Examine the store’s financial records for the past three years and for the year to date. This is a biggie you might want to get your accountant involved in (more on the value of accountants later).

• Sit in the store for a few days, observing daily business volume and clientele. The owner shouldn’t have a problem with this, and if he or she does, that’s a major red flag.

• Determine the costs of remodeling and redecorating if the store’s decor is to be changed. If it looks a bit like Armageddon, well, you might want to think twice about buying the place. If it has to be completely gutted but is in a great location, go for it.

• Determine what existing inventory will suit your plans and should be included in the purchase . Most sellers deplete their inventory to lower the store’s price; even so, any leftover Members Only jackets are a waste of money.
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Bright Idea

Apparel stores are frequently purchased “lock and stock,” which means you buy the whole shebang: store fixtures and equipment, inventory, and office and store supplies. You may, however, just opt to buy the fixtures and equipment, leaving yourself free to make your own interior fashion statement.






Franchising Basics 

Franchising can be a great way to start a new business because even though you are in business for yourself, you’re not alone. You can start your new venture with a proven working model, an enthusiastic team of go-getters, and comprehensive hands-on training.

Here is how it works: The franchisor lends his trademark or trade name and a business model to the franchisee, who pays a royalty and often an initial fee for the right to do business under the franchisor’s name and system. The contract binding the two parties is the franchise, but that term is also used to describe the business the franchisee operates.

The best part is that the franchisor has already worked the kinks out of the system and is available to help franchisees when new challenges arise. According to the Small Business Administration, most businesses fail from lack of management skills. This is less likely to happen with a franchised business, because your franchisor is there to guide you through the maze of business ownership.

Typically you think of fast food and restaurants when you think of franchising, but virtually every business form has the potential to be franchised, including clothing retailers. In fact, once your business is established, you may want to consider growing it by franchising your concept.

While there are many benefits to owning a franchise (security, training, and marketing power), there are some drawbacks. Perhaps the most significant is the cost of a  franchise. The initial franchise fee can run anywhere from a few thousand to several hundred thousand dollars. Then you have continuing royalty payments to the franchisor which are based on the weekly or monthly gross income of your business. Additional expenses may include promotional and advertising fees, operating licenses and permits, insurance, and other costs of running a business.
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Stat Fact

A recent study released by the International Franchise Association found that the franchising sector generates 11 million jobs in the United States alone and annually yields $880 billion in economic output.



Another big drawback is that you have to give up some of your independence. Each franchise is different with how firm its conditions and requirements are; however, you will be bound by the contract to follow and implement the rules and procedures established by the franchisor. For example, if you neglect to pay your royalty fees or misbehave by not meeting performance standards, your franchise could be terminated and you may lose your investment. So, if you like to make your own decisions and “do your own thing,” a franchise may not be right for you.

Doing your homework before buying a franchise is essential. You’ll be making a large financial commitment and you need to be sure the business will work for you. Much of the information you’ll need about a franchise will be provided in the form of a document known as the UFOC, or Uniform Franchise Offering Circular. Under Federal Trade Commission (FTC) rules, you must receive this document at least ten business days before you are asked to sign any contract or pay any money to the franchisor.




Consultants Are Mentors, Too 

We’re serious when we say that forming a partnership on a handshake and verbal agreement without a formal contract is unwise. Ditto for a huge bank loan that ends up flushed down the toilet when your partner skips town. That’s why many apparel store owners believe that hiring a consultant and/or attorney is the wisest decision they ever made.

Since business consultants are not licensed like doctors and lawyers, you should always ask for some sort of proof of a consultant’s expertise, such as their education, professional experience, and, preferably, a list of other apparel-specific clients they’ve consulted with in the past. Again, this is just a common-sense precaution that shouldn’t rankle a potential professional advisor. If it does, then you can figure this person isn’t being straight with you and probably has something to hide.

If you don’t have time to read magazines or watch television and can afford it, you might want to enlist the services of an apparel consultant who focuses on the future of the clothing industry and has fresh ideas for merchandising, marketing, and promoting apparel stores. Several industry experts are quoted throughout this book and are listed in the appendix.

Consultants, in general, act as purchasing liaisons with manufacturers and vendors. For example: Many small apparel store owners may not have the benefit of knowing all the vendors in New York, the apparel capital of the world. One of a consultant’s primary goals is to build on relationships with vendors so their smaller specialty store clients can get the same price and to work out invoice payment plans.

A qualified consultant need not hang a shingle outside his or her office labeled “apparel consultant” and charge $100 an hour. Most important is to find someone established and successful in the apparel business who is savvy about issues like advertising and location. This might mean finding a successful store owner in another city or state—one who will not be in direct competition with you—and asking this person to analyze your plans.




Tailor-Made Advice 

Rounding out the professional advice triangle will be an honest and experienced lawyer who can take the time to help you with things like zoning, permits, taxes, and vendor contracts, particularly in the startup phase of your apparel store. And since we’re normally talking about lots of money changing hands in this business, you should get an attorney’s advice when in doubt about signing papers or reviewing a contract—whether it relates to dealings with your landlord or vendors.

While an accountant’s services may not seem as flashy as an attorney’s, or even a bona fide business consultant’s, believe us, in the apparel business an accountant can have a tremendous impact on your store’s bottom line. For example, if you’re borrowing money to open your store, your banker will want to see your balance sheet and operating statement, which will be more believable if prepared by someone with the acronym CPA after his or her last name. If you are borrowing less than $500,000, which you will be in this case, most banks will accept unaudited financial statements prepared by a public accountant.

Whether you’re opening your store as a sole proprietorship, partnership, or corporation, an accountant can also help during the startup phase with things like determining the best approaches for your tax situation and internal bookkeeping that will help to keep all your inventory and personnel records straight. In addition, an accountant should take on the less creative aspects of running your apparel store, such  as advising you on your overall financial strategy with regard to future purchases and hiring matters.


The Practice


Hiring an attorney may be the smartest thing you do as an apparel store owner. In general, there are certain apparel-specific situations for which you should always consult an attorney.
• When your store needs to comply with tricky zoning regulations and licensing requirements.

• When you’re preparing, negotiating, and executing contracts with your vendors and lessors.

• When you’re buying or selling an apparel store.

• When you and/or your business partners are establishing employee relations policies, including hiring, discipline, evaluations, promotions, and terminations.







Where do you find a good accountant? Ask other store owners or your trusted friends, such as those who get a lot of money back from the IRS every year, for recommendations.




Your Policy Position 

One of the things that will help to balance your daily juggling act will be to establish your store’s operating policies, or the rules under which you decide to run your business. It’s not until you actually start your own apparel store that you’ll realize how many decisions you’ll be making on a daily basis, and for that reason we want to make sure you have a plan. Believe us, a plan will eliminate making last-minute reactionary decisions that could result in some costly mistakes, like maybe losing a valued employee. We suggest sitting down and writing up your store’s operating policies and supplying copies to your employees. You may also wish to post some of these policies, such as those involving cash and credit card acceptance, for your customers to read.

A seemingly endless number of these policy questions will arise when you enter the apparel business, among them issues surrounding pricing, consignment, purchasing  unsolicited products, credit, cash layaway, returns, special orders, damage, children in the store, credit cards, gift wrapping, gift registry, and hours of operation.
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Bright Idea

Always conspicuously post your hours of operation so they are readily observable to passersby. Obviously, these will vary depending on your location, hours of neighboring stores, your community customs, and your lessor’s rules. Also, in the beginning, keep track of sales vs. time of day for several months and, if at all possible, adjust your hours accordingly.



We put hours of operation last for emphasis, because when your doors are open will be a big factor in your success. Most apparel stores that don’t conform to a mall’s shopping hours stay open a minimum of six days per week, usually Monday through Saturday from 10 A.M. to 6 P.M. or 11 A.M. to 7 P.M. Frequently, stores will stay open until 9 P.M. or later on certain, or even several, days of the week, typically Thursday and Friday. Flexible hours allow for lunch-time and evening shopping; in this business, flexibility is your friend.

Evening hours are crucial in the children’s apparel world. Unless you plan to open your store in an affluent area in which stay-at-home moms shop and do lunch while their kids are at day care or in school, your business is most likely to come from households in which there are two breadwinners. Most moms aren’t out shopping in the middle of the afternoon anymore, and with more and more mothers also working full or part time, the morning hours aren’t as busy as they once were.

This means that more and more children’s stores now open at 10 or 11 A.M. and stay open until 7:30 or 8 P.M. to take advantage of evening shoppers. You should also be open on Saturday, maybe even as early as 9:30 A.M.


Layaway 

These days, most apparel retailers—including those interviewed for this book—don’t offer the standard layaway plan, which entails setting aside merchandise until payments are completed. Mostly this is because a large percentage of consumers make their purchases with credit cards.
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Smart Tip

Flexibility is as important in the men’s apparel business as it is in the women’s business. Why? Because it’s mostly women who buy men’s clothes.



If you do decide to offer a layaway plan, be aware of the risks involved. The risky part is that your customer may simply stop making installment payments, and then you’re stuck with merchandise you might have been able to sell outright. To guard against problems, put a time limit and minimum deposit on layaways. A  50 percent deposit and 30-day limit are fair. Also consider a nonrefundable fee to compensate for the times you lose a sale.


Returns 

Take our word for it. On the first day, if not the first hour, you open your doors, you’ll hear the inevitable question: “Can I bring this back if . . .?” A customer’s, or rather a woman’s, reasons for wanting to return merchandise will range from the reasonable (“It didn’t really match my outfit”; “I should have bought the bigger size”) to the my-dog-ate-my-homework excuse (“My mother-in-law doesn’t like it”; “My six-year-old daughter wore the shoes to school by mistake”).
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Smart Tip

Do set boundaries when it comes to returns. In general, it’s a good idea not to allow customers to return seasonal merchandise after the season is over, when you won’t be able to resell the items (e.g., the return of a tank top after Halloween).



Men’s clothing is not as likely as women’s to be returned, because men aren’t as fickle about their purchases. And even when we’re talking about the overwhelming percentage of women who buy clothes for the men in their lives, these items are not as likely to be returned unless there’s a good reason. And returns lessen substantially when it comes to kids clothes. For one thing, a big percentage of kids have no say (literally) in what their parents are buying for them, and even if they can talk, mom still has a big say in what Ryan and Rachel will wear up to, well, maybe the fifth grade.
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Stat Fact

The National Retail Federation estimates that approximately 8.7 percent of all retail goods purchased last year were returned. This amounts to $219 billion worth of returned goods of which half were available for sale in the secondary market. Third party logistics providers, such as GENCO (genco.com) are helping to keep the secondary market well-oiled by matching clothing retailers with consumers who are looking for deep discounts on namebrand products.



Obviously, as the store owner, you will decide what’s reasonable, and much of your decision will be based on the clothing you sell. “My mother-in-law doesn’t like it” won’t work for lingerie, for example. Seriously, though, health and hygiene considerations would certainly preclude you from accepting lingerie after it’s been worn. All we’re saying here is that you need a firm policy in place so that word doesn’t spread that you automatically accept returns on undergarments already worn by mothers-in-law.

Still, since superior customer service may be the one thing that separates you from the Gap or Bloomingdale’s, you should try to be as liberal as possible on returns. For instance, it may be to your advantage to accept a few  unreasonable returns since this often produces the kind of customer loyalty that generates greater sales over the long haul.

“I have a very lenient return policy,” says Loeb. “I’ll take anything back, no questions asked, unless it’s over six months. Even then, I allow customers to make an exchange.”


Special Orders 

Bloomies does it, and you might want to consider doing it, too: special orders. Special orders can represent a significant source of income—and instill that loyalty we talked about—since customers are often willing to pay a premium in terms of special shipping, etc., for a specific style, color, or size currently unavailable in the store.

“One of the things my customers love about my store is that they know I’ll special-order things,” says Loeb. “Every time a customer tries on a jacket or pair of pants that doesn’t quite fit, I always offer to get it for them.”

As a precaution, you might want to get some kind of a down payment for special orders—like half the retail price—before you place the order.


Gift Wrapping 

Whether or not to offer a gift-wrapping service is another decision you’ll need to make. If you run a store with a lot of accessories, like purses and jewelry, it is almost a necessity to provide some form of packaging for gifts. You will find that the costs of attractive wrapping paper, boxes, ribbons, and gift bags are significant, and that wrapping requires a certain amount of skill to create a package that the customer couldn’t have otherwise crafted herself.


Children in the Store


Even the Terminator can’t destroy your merchandise or delicate store displays like a determined three- or four-year-old can. Parents often don’t seem to notice or care that their angel is redressing your mannequins.

To minimize the carnage, and only if space allows it, you might want to consider providing coloring books and crayons (washable) to give those angels an activity. Loeb’s, for example, has a corner in the store with toys for the young children of customers. If a child is simply running wild, politely warn the parent that the child might get hurt and hope the parent gets the hint. If not, go straight to plan C: Move stuff out of the Terminator’s reach, and pray that the parent remembers that roast in the oven.



You’ll also need to decide whether or not to charge for the service. While most customers are willing to pay, you may opt, in the name of superior customer service, to provide it as a complimentary service rather than charging for it. To minimize costs, you can use craft gift bags, on which you could place your store logo and name with an attractive sticker. The bags can then be accented with colorful tissue paper and ribbons or ties.
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Fun Fact

According to Brides magazine, the average bride receives an average of $14,000 in gifts. Since there are 2.5 million weddings a year in the United States this translates into a $35 billion market opportunity for wedding gifts alone. Baby showers represent another $20 billion opportunity.




Purchasing Unsolicited Products 

As an apparel store owner, you’ll frequently be besieged by sales reps during store hours. In addition, dealing with every peddler—or recognized sales representative, for that matter—can interfere with serving your customers, and you should not hesitate to tell vendors you do not have time to purchase goods during selling hours. Suggest they make an appointment or return when you have help or on a slack day, like Monday afternoon. Even the most persistent sales rep is smart enough to accommodate your busy schedule.





7

A Little Financial Footwork


If clothes alone don’t make the man—or woman—they certainly don’t make the apparel store owner. You can be up on all the latest fashions, drop names of all the hip designers, and schmooze all the right vendors, but if you don’t have a business plan in the apparel business, well, let’s just say your closet is bare.

As we’ve said again and again, apparel is a risky business that requires a lot of capital upfront and doesn’t often see a return on that investment for the entire first year—if not longer. For those reasons alone, it’s important to have a plan in writing that you can refer to in the salad days of your business, something that will remind you of the big picture.

Since it’s hard to characterize the apparel entrepreneur—some of you will opt for that expensive corner lot in a busy part of town; others may be located in your local mall—we’re going to err on the side of caution when it comes to budgeting, financing, and startup costs. We are going to recommend that you don’t just scribble down some notes on a cocktail napkin, but rather prepare something more formal and official-looking. You will want this basic information down on paper in the likely event that you need to go out to raise capital from investors or get a bank loan.

People get into trouble because they don’t know how much their rent should be in ratio to the amount of sales their store is generating. There are several different methods for calculating percentage rental, but the most common is paying a specific percentage of gross sales (usually 5 percent) in addition to a guaranteed minimum rent. This means if you generate $300,000 in annual sales, your rent will be $15,000 over and above the minimum rent. Of course, rental rates will vary depending on where you set up shop—so shop around. We’ll talk more about lease options in the next chapter.




Fans of the Plan 

The process of creating a business plan forces you to take a realistic, objective, and detached look at your proposed store. It’s like therapy, or even a psychic reading—an accurate one, of course—for your business. Why is it important for your apparel store to be “analyzed” or “read”? It’s important because most entrepreneurs brainstorming business ideas think they’re more clairvoyant than is actually the case.
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Beware!

Think you’ve got your business plan all worked out in your head and don’t need to write anything down? Planning to skip ahead to the next section? Think again. No one will lend you money without a concrete business plan.



The whole point of a business plan is to make sure you have both feet planted firmly on the ground. It’s one thing to fantasize that your apparel store might someday be featured in Elle or GQ. It’s another to actually have the wherewithal to make it happen. A well-thought-out business plan will not only help you manage your business; it will also help you share your  enthusiasm and communicate your ideas to all those mentors and advisors we’ve been talking about who can potentially lend you money and go to bat for you.
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Smart Tip

Writing an effective business plan isn’t easy, nor is it always completely objective or realistic if written in a vacuum (e.g., “My store’s going to make $100,000 in the first six months.”) We strongly suggest enlisting the help of your mentor or an industry peer.



Like a crystal ball—a realistic one, of course—an effective business plan should crystalize your own marketing, financial, and buying strategies for running your store, as well as determine your short- and long-term goals, such as whether you would like to break even your first or second year, open two more stores within the next five years, or—if you are really aiming high—go global within the next decade.

A textbook business plan for any independent entrepreneur typically has four sections beginning with the “Purpose” or “Summary.” This is no different than stating an objective at the top of a resume: “Opening a store that earns $100,000 in revenue annually with the prospect of adding another store in the next five years.” (Within your plan, of course, you’ll have to say exactly how you’re going to clear that kind of cash.) In the summary, you also include your legal form of operation, the amount of the loan you’re requesting, and any merchandise, equipment, or fixtures the money will be used for.

A table of contents, which you’ll probably prepare last, will be inserted next. Then come the four main sections:1. Store description. While we don’t recommend that you let your creative juices get out of control, we do want you to be inclusive in your description: “an upscale women’s clothing store in a tony suburban neighborhood that specializes in designer eveningwear.” This is a start, and to help you fine tune the description, talk to those mentors and business advisors we’ve so strongly recommended.

2. Financial data. This will definitely be trickier than budgeting for that new pair of shoes and will require the help of your mentor, consultant, accountant, and possibly even your attorney. The key financial document will be your profitand-loss projection (don’t worry, that’s why you have an accountant) for three years. A P&L is a summary of projected income and expenses, which we’ll talk about more in Chapter 14.

3. Supporting documents. If you’ve run other successful businesses in your former life, this is part of your 15 minutes of fame; impressive financial stats will definitely boost your lendability in the eyes of lenders.

4. SBA materials. These are relevant only if you want to obtain financing from the Small Business Administration.







It’ll Cost You 

Yes, opening an apparel store will cost you, and Dr. Stanforth recommends a bankroll of as much as $150,000. But before your heart stops, read on. You can do it for less.

Nicole Keesler was able to open her wedding planning and bridal consignment shop with only $5,000. “As a consignment store I did not have as much overhead as other clothing stores because it is not up to me to provide all the stock at first, although I had already purchased some dresses in advance,” she says.

When Esther Burton opened her upscale women’s apparel store in 1978, she was able to do so with $25,000. “My husband and I did the painting and put up curtains for partitions so there were nominal startup costs,” Burton says. “These days, I think $75,000 would be sufficient if done carefully. Some of your biggest upfront costs are going to be rent (with a security deposit), insurance, renovating, and equipment.”

Alternative Outfitters, a vegan boutique located in Pasadena, California, launched their physical location in 2006. “We started with $20,000, but clearly that depends on what type of retail space you want, where it’s located, and what kind of inventory you want to carry,” says co-owner, Jackie Horrick.

It’s that common sense factor again that we’ll hammer home until you reach the end of this business guide. Clothing store owners can’t make it with a fly-by-the-seatof-your-pants attitude. Besides, it goes against our principle of good business acumen, especially today. Money may not buy love, but it does buy a certain amount of security in this business. “You can’t just start a business with X amount of dollars for inventory and hope you sell it,” Cohlmia says. “It takes a lot more than that.”
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Smart Tip

None of the entrepreneurs interviewed for this business guide was keen on sharing their profit margins. Fair enough. But to give you an idea of what you can expect after your business is up and running, analysts at the investment firm Imperial Capital indicate that profit margins for apparel retailers range from 4 percent to 13 percent, with average net margins at just below 8 percent. That’s not too shabby for a day’s work.



Keesler agrees. “I am more concerned about the rent, utilities, advertising costs than I am with keeping my stock up,” she says. “You have to be just as on top of the business part as you are the clothing and style part.”

Make sure you also plan on enough to get you through a basic build out, marketing plan, and some extra to plan for any mistakes you are making along the way. Many stores fail because they don’t plan for enough to get them up and running effectively.

Horrick points out that even when times are slow you still have to pay your bills, so it’s important to keep track of what you buy and  when those invoices are due. “You have employees who rely on you, so you want to make sure you always have enough budgeted for payroll, in addition to taxes, trade shows, website costs, and advertising. We spend a lot on advertising.”
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Smart Tip

Home/office accounting programs like Intuit’s QuickBooks (quickbooks .intuit.com) or Microsoft’s Small Business Accounting programs (microsoft.com/business/en-us/) can help you calculate your cash flow.



The point is, you’ll find many conflicting opinions when it comes to the amount of cash you should have to open an apparel store, but we won’t get into any trouble by saying the more money you have, the better off you’ll be. (Isn’t that true in any business?) As retail apparel consultant, Debbie Allen says, “The more undercapitalized you are, the longer it will take for you to turn a profit and the less likely it is for you to thrive and grow your business.” Now that about says it all.


Better Banking


Some banks specialize in certain kinds of businesses or have departments that handle specific industries. And, as you’ve learned here, some banks only go for big money. You can usually tell which banks are interested in attracting loans from small businesses by their eagerness to obtain your account. Here are a few questions to ask your prospective banker that will help you gauge their interest:
• Is it necessary to maintain certain balances before the bank will consider a loan?

• Will the bank give you a line of credit? If so, what are the requirements?

• Does the bank have limitations on the number of small loans it will grant or the types of businesses to which it will grant loans?

• What is the bank’s policy regarding the size or description of checks deposited to be held for collection?

• Will checks under that size be credited immediately to your checking account balance? This is an important question. If you don’t have a previous business account to serve as a reference, some banks will hold all checks for collection until they develop experience with you. Whether the bank exercises this precaution may depend on your personal credit rating.










Financing Finesse 

If you’ve never done it before, raising capital to start your own business can be a hair-raising experience if you approach it in a haphazard manner. There are several good ways to go about raising money, short of hanging a sign around your neck. You can obviously use your own money, if you have enough sitting in your bank account. You can also bribe others, like friends and family, to lend you the money. Or you can do what thousands of potential small-business owners do every month: You can go to the bank or a small-business investment company and try to arrange financing for a loan.

Now hear this. If there is any single piece of advice we’d like you to leave this chapter with, it’s that you’ll need to make a careful assessment of just what you’re getting yourself into by opening an apparel store. That includes assessing how much capital you’re going to need for your particular kind of apparel store and in what increments and over what time period. This is where the mentor, consultant, accountant, and attorney—one or all of the above—come in handy. Through this, you’ll be better able to assess where that money is going to come from.


Your Own Best Loan 

Among entrepreneurs of all stripes, there is one—well, at least one—constant, and that is your best source of financing is yourself. It’s the quickest and easiest form of interest-free cash you can acquire, and you won’t have to share any of the equity in your business. However, we don’t even want to guess at the percentage of you who have access to the large amounts of interest-free cash needed upfront to start an apparel store. Don’t despair; read on.

The first people you’ll want to target are your friends and relatives, depending on your financial standing with your family and personal support group. If they have the money but are still inclined to run the other way, assure them that the money is a loan and have your attorney draw up papers to verify that. The plus to having those close to you sign legal papers is that it protects the loan and it prevents them from gaining an equity in your store, unless you default on the loan.

Banks might seem like the most likely source of financing, but you should know they are generally the most conservative. Also, most banks will require some sort of collateral as security for the loan, will want to know what the loan is for (that is where the business plan will come in handy), and will also do a background credit check. Depending on the size of the loan, there are several bank loan and collateral possibilities. A savings account, for example, can be used as collateral for a short-term loan. This is actually a good way to get financing, because it lowers your interest rate. For  instance, if you take out a loan at 13 percent, and your savings account is earning 7 percent, the actual interest rate you will be paying is 6 percent.

It may also be possible to use your life insurance policy as collateral if it has any cash value. Usually loans can be made up to 95 percent of the policy’s cash value. By borrowing against your life insurance policy, you don’t have to actually repay the loan; all you really need to do is pay the interest charges along with your premium. However, if you don’t repay the amount you borrowed at some time, your life insurance policy will decrease that much in value.

Signature, or personal, loans, which you can take out for several thousand dollars, are a possibility if your credit is good. The drawback, however, is the high interest rates. Another short-term loan is a commercial loan, which is usually issued for a sixmonth period and can be paid in installments during that time or in one lump sum. Stocks and bonds, your life insurance policy, or your personal guarantee can be used as collateral. However, if you are borrowing money to start an apparel store, our guess is that you won’t be paying back that loan in six months.

Another option is to use any real estate you own, like your house or condo, as collateral for a loan. Loans like this can be secured for up to 75 percent of the real estate’s value and can be set up for a term of 20 years if necessary.

In the apparel business, other loan possibilities include inventory, equipment, and accounts receivable financing. These types of loans have the value of your inventory, equipment, or accounts receivable as security for a loan. Using your inventory as collateral, a bank will usually lend you up to 50 percent of your inventory’s value. Equipment loans will cover up to 80 percent of the equipment’s value. And with accounts receivable, most banks will loan up to 80 percent of the receivables’ value.


“Supply-Side” Financing


Although you won’t be able to finance your startup entirely through suppliers, you may be able to offset the cost of the merchandise during your startup period by obtaining a lengthy payment period, or trade credit. When you’re first starting your business, suppliers usually will not extend trade credit because they don’t have a history with you. (This is an issue we also touch on in Chapter 11 on merchandising and Chapter 14 on record-keeping.) They’re going to want to make all deliveries COD. One of the things you can use as ammunition is a properly prepared financial plan.

If you’re successful, you may defer payment for supplies from the time of delivery to 30, 60, or even 90 days—interest free. While this is not specifically a loan, because you don’t have to pay for goods right away, the money needed for those supplies is kept in your pocket during the crucial startup period.




Howdy Partner 

Using the “strength in numbers” principle, look around for someone who may want to team up with you in your venture. You may choose someone who has financial resources and wants to work side-by-side with you in the business. Or you may find someone who has money to invest but no interest in doing the actual work. Be sure to create a written partnership agreement that clearly spells out your respective responsibilities and obligations so everyone is on the same page.


The ABCs of Government Loans 

Take advantage of the abundance of local, state, and federal programs designed to support small businesses. Make your first stop the U.S. Small Business Administration; then investigate various other programs. Women, minorities, and veterans should check out niche financing possibilities designed to help them get into business. The business section of your local library is a good place to begin your research. So is the internet. One of our entrepreneurs says that in hindsight, it would have been better if she had purchased the facility instead of leasing it, so that she could have applied for an SBA loan.


The Credit You Deserve 

Though we wouldn’t recommend using your credit cards willy-nilly in the apparel business, it is another way to get startup capital. Most credit card companies charge extremely high interest rates, but they do provide a way to get several thousand dollars quickly without dealing with paperwork, as long as you don’t exceed your limit. If you make sure you use your credit cards as a way to augment your store financing and not as your sole means of raising cash, this can be a viable option.




Overhead 

We use overhead here to refer to all nonemployee-oriented expenses required to operate your business. Expenses can be divided into fixed payments made at the same  rate, regardless of your volume of business and variable (or semivariable)—those that change according to the amount of business.


• Fixed expenses. The best example of a fixed expense is your hypothetical $2,500 rent that must be paid each month. Other fixed expenses are depreciation on fixed assets, like office equipment and computers; staff salaries and other payroll costs; liability and other insurance utilities; membership dues and subscriptions; and any consulting or legal fees.

• Variable expenses. The majority of these expenses will include things like your store’s advertising and promotional efforts, as well as the price of merchandise, which will fluctuate from month to month. Other variable expenses will include phone calls and office supplies, like cash register tape and any printing, packaging, and mailing related to your advertising and promotional efforts. While these expenses vary from month to month, the total doesn’t normally vary greatly from year to year, so you can usually come up with an average figure based on the prior year’s total.






The Price Is Right 

Establishing fair, competitive prices on all your apparel, figuring appropriate discounts, and arriving at an overall pricing system that allows you to make money can be tricky, especially if you are brand new to the apparel business. We will provide some guidelines, starting with manufacturer recommendations, though we also recommend you do additional research and consult with your own experts.
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Smart Tip

Stale apparel, like stale food, will only rot on your racks. As a rule, a date code should be placed discreetly on each garment’s tag indicating the week and month of arrival. No garment should be allowed to hang on the regular-price racks for longer than three months. As a common-sense guide, if less than 75 percent of a line sells at a regular price, that line should be discontinued.



Most apparel manufacturers will give you a suggested retail price that will range between 100 and 300 percent markup over the wholesale cost they charge you. For example, let’s say you buy a T-shirt for $15; you turn around and sell it for $30 and, depending on your competition—or lack of it—even tack on an extra $3 to $4. Doubling the wholesale cost (a 100 percent markup) is known as “keystoning” in the apparel business.

Accessories and specialty items, like candles or maybe hats, are usually marked up 150 to 300 percent over cost, depending on their  uniqueness and the market. And purses and jewelry may be marked up 200 to 300 percent, especially if they promise to sell really well (e.g., the t-necklace and butterfly clip craze). You can always put them in the sale bin later when the craze is over.




Costs of Goods Sold 

Cost of goods sold, or cost of sales, refers to your cost of purchasing merchandise from your vendors and suppliers for resale. Freight and delivery charges are customarily included in this figure. Cost of goods sold for an apparel specialty store generally runs close to 60 percent of a store’s gross revenue.

Normally, the cost of goods sold bears a close relationship to your store’s sales, but it will vary depending on things like whether you’re paying more for your merchandise and not offsetting it with a substantially higher retail price, or markup, or if you have a big blowout sale that temporarily inflates your profit margins.




Computing Margin 

Gross profit margin, aka gross profit or gross margin, is the difference between your store’s net sales (total merchandise sales minus any discounts and/or returns) and the cost of those sales. For example, if Net Sales = $1,000 and Cost of Sales = $300, then Gross Profit Margin = $700.

To make this equation a bit more complex (hint: one for the accountant), gross profit margin can be expressed in dollars or as a percentage. As a percentage, the gross profit margin is always stated as a percentage of net sales. The equation is:
(Total Sales – Cost of Sales) ÷ Net Sales





In the above example, the margin would be 70 percent ($1,000 – $300) ÷ $1,000. For the sake of simplicity, we’re assuming total sales and net sales are equal here, without any discounts or returns.

When all operating expenses (rent, salaries, utilities, insurance, advertising, etc.) and other expenses are deducted from the gross profit margin, the remainder is your net profit before taxes. Suffice it to say that if your gross profit margin is not sufficiently large, there will be little or no net profit left. Some businesses, like the apparel business, require a higher gross profit margin than others to be profitable because the costs of operating your store are relatively high.
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