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				Letter to the Reader

				THE
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				Guide to Starting and Running a Retail Store

				Dear Reader,

				Ever wonder what it would be like to start your own retail store? Of course you have. Just about everyone has. The difference is that you picked up this book and are now considering whether your life would be better as a retail store owner. It can be—if you know what you’re getting into and how to do it successfully.

				We wondered, too. Dan has an extensive business background and has owned various service businesses. Judy worked in retail before moving on to education. Together, we set up an independent retail store in Northern California and successfully ran it for nearly three years before selling it at a profit. Because we are writers, we researched and documented everything. What came out of it is proven experience as independent retailers. Yes, we made mistakes—and learned from them. In fact, we learned more from our mistakes than from our successes. Recently, we sat down and listed all the questions we had when starting, and then wrote this book to answer them for you.

				This book is the result of our education, training, experience, successes, and mistakes in retailing. We cherish the days of being independent retailers in a receptive community, adding to the lives of customers and employees alike. We sincerely hope that our efforts and experience will benefit your life as you consider the opportunities of service as an independent retailer.

				Best wishes,

				Dan Ramsey and Judy Ramsey

			

		

	
		
			
				Welcome to the Everything Series!

				Welcome to the [image: EV LOGO WITH R--341 U.eps] Series!

				These handy, accessible books give you all you need to tackle a difficult project, gain a new hobby, comprehend a fascinating topic, prepare for an exam, or even brush up on something you learned back in school but have since forgotten.

				You can choose to read an Everything® book from cover to cover or just pick out the information you want from our four useful boxes: e-questions, e-facts, e-alerts, and e-ssentials. We give you everything you need to know on the subject, but throw in a lot of fun stuff along the way, too.

				We now have more than 400 Everything® books in print, spanning such wide-ranging categories as weddings, pregnancy, cooking, music instruction, foreign language, crafts, pets, New Age, and so much more. When you’re done reading them all, you can finally say you know Everything®!
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				Answers to common questions
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				Important snippets of information
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				Urgent warnings

				[image: Essential_341U.eps]

				Quick handy tips

				Publisher Karen Cooper

				Director of Acquisitions and Innovation Paula Munier

				Managing Editor, Everything® Series Lisa Laing

				Copy Chief Casey Ebert

				Acquisitions Editor Lisa Laing

				Development Editor Brett Palana-Shanahan

				Editorial Assistant Hillary Thompson

				Everything® Series Cover Designer Erin Alexander

				Layout Designers Colleen Cunningham, Elisabeth Lariviere, Ashley Vierra, Denise Wallace

				Visit the entire Everything® series at www.everything.com
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				Top Ten Things Every Successful Retailer Must Know

				1. Who your customers are

				2. What your customers want

				3. How your customers perceive your business and employees

				4. Who your competitors are

				5. What your competitors are doing right now

				6. What your inventory level is for all merchandise in your store

				7. What your turnover is for all merchandise

				8. What your profitability is for all merchandise

				9. Where your losses are going

				10. How to continue to enjoy what you are doing

			

		

	
		
			
				Introduction

				Retailing is big business. That is, if $4 trillion a year impresses you. Big-box and franchise stores get a chunk of that, but a significant—and growing—percentage is done by small, independent retail stores that sell everything from abaci to zithers. The owners, typically one or two people who love what they sell, make a good living and enjoy their lives. Independent retail stores are lifestyle businesses. Maybe it’s a lifestyle for you.

				The problem is that so many business books are written for folks with loads of cash or credit, and they focus primarily on the profit side of business. Financial profit is vital to staying in business, but it isn’t the only reason to open a store. There are many types of retailing rewards, and not all of them have a price tag. Most small business books don’t cover the other reasons for retailing. They don’t see the other side of owning your store: helping customers fulfill their needs, giving employees a living wage, and building your community.

				The Everything® Guide to Starting and Running a Retail Store is written by lifestyle retailers for readers who are considering their own stores. Candidates have lots of questions. What can they profitably sell? What are the start-up costs? How much will their store make? How can it serve both the customers and the owner(s)? Should they sell online? How can a small retailer ever compete with the big-box stores like Wal-Mart, Target, and all the others that seemingly have everything in the world at low prices? These and hundreds of other questions are answered for you in this book.

				There are many types of independent retail stores. All face about the same problems as they set up and operate. Chapters 1 through 4 will help you plan for retail success. Chapters 5 through 13 tell you what you need to know about starting your retail store. Chapters 14 through 17 offer specifics on running your store day-to-day. Chapters 18 through 22 show you how to build and, if you desire, eventually sell your store. Along the way you’ll learn how to use technology to compete with big stores and how to increase profits with online sales. The appendices include retailing resources and a comprehensive glossary of retailing terms. The authors suggest that you read through the entire book before making a full commitment to retailing, then read it again once your store has begun and is growing.

				To clarify basic business principles, the authors use Bob’s Widgets as an example retailer. You’ll see Bob’s business plan and watch him start and run his store with practical tips and advice. In addition, sidebars offer additional information that you can put to work right now as you plan your own store. The sidebars include E-Fact (facts and statistics), E-Alert (cautions), E-ssential (tips), and E-Question (questions and answers), written to clarify and expand retailing basics.

				Maybe lifestyle retailing is exactly what you’re looking for. Maybe not. This book will help you make that decision based on real-world information and advice developed by experienced lifestyle retailers.

				Please invite us to your store’s Grand Opening! E-mail us at retail@danramsey.com.

			

		

	
		
			
				Chapter 1. How the Retail Business Works

				People love to shop. They buy at mega-malls, strip malls, big-box stores, downtown stores, corner shops, kiosks, booths, and online. And they shop for everything under the sun, from air conditioners to zippers. Besides filling a physical need, shopping, for many, fulfills an emotional need. You’re a shopper who is now thinking about turning your time, money, and skills into a retail store. This chapter outlines the basic principles and practices of retail and will help you decide whether starting and running a retail store is the right decision for you.

				What You Already Know about Retail

				You already know something about retail sales and how they operate—at least from the customer side of the counter. Maybe you’ve even worked behind a counter or two. You’ll need to know more than that, of course, but it’s a good place to start your journey.

				The journey begins by summarizing your shopping experiences, your retail background, and your retail friends, and then adding a healthy dash of common sense.

				Your Shopping Experiences

				Chances are that you first considered opening a retail store because you are an experienced shopper. You may have been in a gift shop and said to yourself, “I could do this” or “If I had this store I’d make things easier to find.” Or maybe your first thought as a potential retailer was “This community really needs a friendly jewelry store.”

				So you already know that retailing can be fulfilling for the shop owner, helpful to the customer, and a service to your community. Those aren’t adequate reasons to go out and rent a building, but they illustrate an understanding of the needs that retailers and customers have. For now, use a notebook to note your shopping experience and how you, as a customer, like to be treated. One of the greatest assets in retailing is being a store owner who thinks like a customer.
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								Organizing your thoughts is an excellent way to begin planning your success as a retailer. Start by picking up a notebook or opening a new word-processor file to document your journey. Make notes on retailing basics, resources, store ideas, and further research. Writing it down can help you retain information and develop creative ideas. Keep your retail notebook with you as you shop.

							
						

					
				

				Your Retail Background

				More than half of the people in the work force have held a retailing job during their career. For some it was as a retail clerk. Others didn’t directly interact with customers, but provided a secondary service such as stocking shelves or delivering merchandise. This retail experience can be a beginning point for your plans to start and run your own successful retail store. If you do have this experience, jot down what you liked and didn’t like about your job. How would you, as a retail employee, like to be treated?

				Your Retail Friends

				Some of your close friends may be in the retail sales business right now. If you don’t have friends in retailing, ask a friendly clerk or even a store owner with whom you trade. Ask about their experiences, their training, and their suggestions on how to run a profitable retail store. You may not use all of their ideas, but it will give you a different perspective on the retail trade. Take notes.

				Your Common Sense

				As a retailer you will need to solve dozens of problems every day. The best tool for making smart decisions is the skill of problem analysis and resolution, also known as common sense. It’s a skill you will develop even further as you build your retail store. For now, apply your inherent problem analysis and resolution skills to begin your retail journey. Start gathering a deeper analysis of retailing (with this book and your retailing notebook) until you are ready to make the best resolution.

				Retailing 101

				With that little warm-up exercise out of the way, it’s time to define exactly what retailing is. You have been a retail customer and maybe even worked in the trade, but may not have developed a definition. Retail is, by definition, the sale of small quantities of goods directly to the user. The word retail comes from the French word retaillier, meaning cut up or divided up. Thus a merchant who bought a large quantity of one or more products, then divided it up into smaller quantities for resale to consumers, was called a retailer.

				Buying Wholesale

				Wholesale is the resale of large quantities of goods to a retailer. In most cases, the wholesaler purchases these large quantities directly from the manufacturer, though there may be other sellers—distributors, consolidators, importers, and others—in the process. The manufacturer makes a thousand widgets, selling a hundred to each of ten wholesalers, who then sell five to each of twenty retailers, who sell one to each of five customers. It’s not quite that simple, but you get the idea. Chapters 11 and 12 will give you more information about selecting initial stock and replacing sold stock through wholesalers.

				Pricing

				A price is the monetary value placed on a product or service. Of course, there’s much more to it than that, but that’s the bottom line. The craft of pricing has greatly changed since the early days of keystone pricing, when a retailer simply set the retail price at twice of what was paid to the wholesaler for the product. Modern pricing is much more complex. Chapter 11 will help you determine pricing for your retail merchandise.

				Selling Retail

				A retail transaction occurs when a customer agrees to pay the retailer’s price for a product or service. By doing so, the customer agrees that the perceived value of the product is worth the value of the monetary price. In most cases, the customer is also buying convenience. The customer doesn’t have to buy a five-year supply of widgets, but can expect to come back and purchase another widget when this one is used up or broken. The customer also can pay by cash, check, credit, or debit—all more convenient than trading an hour’s labor for a widget. Buying small quantities of products at a value price in a convenient location and monetary transaction is called retail shopping.

				The Merchandising Process

				Wouldn’t it be great if all a retailer had to do was place the products on a table and let the customers pick up what they wanted and pay for it? Maybe the first retailers got away with that, but competition among retailers has made simple retailing a thing of the past. That’s because customers wouldn’t long put up with sloppy retailing: “Bob’s Widgets has a much better selection in all sizes, and the clerks are so helpful.” Bob’s business grows and the sloppy retailer is soon looking for another trade. Obviously, there’s more to the merchandising process than just placing products on a table. There’s selection, presentation, and transaction.

				Product Selection

				Customers want choices. They don’t want just shoes; they want a wide variety of shoes for men, women, and children in a variety of sizes. A single customer wants just one pair of shoes in his size. Your shoe store sells to more than just one customer, so you must stock a wide selection. And the selection must meet the current and anticipated needs of a diverse group of people that you’ve previously defined as “your customers.”

				Product Presentation

				Products that you have put away in a forgotten location won’t sell, because the customer doesn’t know about them. A product that is placed in a logical location within a well-designed store has a better chance of being purchased. And if the product’s packaging illustrates its use or explains the value or application of the product, that product—if value priced—may soon be part of a sales transaction.

				Sales Transaction

				A sales transaction occurs when a seller and a buyer agree to trade ownership of a product (or service) for money. That’s the goal of your retail store: sales transactions. Lots of profitable sales transactions. These transactions occur because the products that you have selected and presented sufficiently meet the needs of your customers that they are willing to purchase them for your price.

				All of this may sound like a simplification of the retail process. It is. However, most retailers fail because they forget the basics of meeting customer needs at a profit. There’s certainly much more to retailing than this, but all retail success is built upon the foundation of offering value to customers.

				The Back Room

				The side of retailing that customers typically don’t see is called the back room. The back room contains the supporting materials and services that make the sales transaction successful. It’s the inventory of products standing by to be moved to the sales floor, the supplies used in the retail process but not sold to the customer, and the things that managers and employees need to do their jobs. Managing the back room is an important task in retailing. It can be critical to profitability.

				Inventory

				Your goal as a retailer is to reduce or eliminate unique back room inventory. That’s because if the inventory isn’t out on the main floor—the sales floor—it has much less chance of selling. Customers can’t buy what they don’t know about.

				
					
						
								
								[image: Question.eps] Question

							
						

						
								
								Do I need a degree in business or in retailing to manage a store?

								No, but everything you learn about business and retailing will help you succeed. Many retail candidates start with evening classes or books on financial management, banking, and sales and marketing, and then take a job in retail to apply what they’ve learned.

							
						

					
				

				Successful retail stores make sure that they have at least a few of every product they sell out on the floor; the back room only holds redundant stock. Some types of retail stores require extensive redundant stock due to fast sales or slow restocking time. If it takes six months to fill an order for your stock of imported products, your back room should have more than you will sell in six months. However, keeping back-room stock also means that you must frequently check the sales floor and replenish it with stock from the back room. Inventory will be discussed further in Chapters 11 and 12.

				Supplies

				No matter what type of retail operation you run, you will need supplies. These may include cash register tape, shopping bags in which to put customer purchases, and printer paper, as well as a variety of specialty supplies needed by specific types of retailers. Supplies must be tracked and ordered just like inventory, so they must be easily found when needed. Chapter 9 covers planning your retail store layout, including the back room.

				Support

				Where will your office be? Where will employees take a break or eat lunch? Where will you store holiday decorations and sale signs during the off-seasons? Where do the phone lines come in? Is a bathroom required? Are sinks and plumbing required? All these elements of retailing require room and take away from the space available for sales. However, they are necessary to productivity and profitability, so you’ll need to plan for them—once you determine what type of retail store you’ll start and run (see Chapter 2).

				How Independent Retailers Beat Big Stores

				You may be wondering whether the little retail store you’re thinking about can ever go up against the big retailers and make any kind of a profit. Aren’t small retailers going out of business all the time? If your store does become successful, won’t the big-box stores simply squash you? Why should you even consider starting and running a retail store in today’s marketplace?

				Good questions! They’ve probably occurred to you many times as you’ve pondered whether retailing is a business for you. The truth is that thousands of small independent retailers and specialty stores are competing in the same marketplace as Wal-Mart, Target, Costco, and all the other big-box stores that many shoppers shop. How do independent retailers profitably compete with the big stores? They learn how to compete on price, selection, and service.

				Selling Against Price

				Superduper Stores has a staff of hundreds of buyers at its corporate headquarters, each with the mandate of getting the lowest price on the products they buy for their department. Each department buys millions of dollars in wholesale goods each year, often cutting out the wholesaler and working directly with the manufacturer. In some cases, the super retailers own the manufacturer. How can your little independent store compete on price with the big stores?
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								Annual retail sales in the United States now total approximately $4 trillion ($4,000,000,000,000), and that number is increasing by an average of about 5 percent a year, reports Plunkett Research. Retailing is the second largest U.S. industry; manufacturing is first.

							
						

					
				

				It can’t—and it shouldn’t even try. Chances are that the superstore can sell products at a lower retail price than what you can get them for from your wholesaler. Your customers may love your store and appreciate that you are a locally owned business that employs their friends—but they’re not going to pay much more than they have to.

				Selling Against Selection

				Whoever thought that there were 143 models of digital cameras? But there they are, lined up in the showcase at the big-box store. And the store’s office supplies department has every office product you can think of. The same is true throughout the store. As a new independent retailer, you can’t compete with the selection of major retailers. Focus, instead, on what they don’t carry.

				Selling Against Service

				“Where’s a clerk when you need one?” “Can you tell me the difference between these two models?” Good luck. Finding knowledgeable and friendly help in most big-box stores is frustrating. Yes, there are exceptions, but few.

				That’s how your independent retail store (whatever you choose it to be) can compete and actually profit against the big stores: by offering customer service. In other words, know what you offer and help your customers buy it. Certainly, there’s more to successful independent retailing—like finding a specialty line that the big-boxes are ignoring (see Chapter 2)—but customer service is the key to your success. Based on your own experiences as a shopper, you know that you are more willing to shop at a helpful store even if it doesn’t have the lowest price or the widest selection. Who needs 143 digital cameras? You just want some help finding the one that’s best for your requirements.

				Retailing in the Computer Age

				Another advantage that big-box stores had—until recently—is close control of inventory, the sales process, employees, and other retail components, all through computers. They could, at any time, tell you exactly how many green widgets were on the sales floor, how many in the back room, how many were in the next shipment, and when it would arrive. They knew that green widgets outsold blue ones by two-to-one on Thursdays and three-to-one on Saturdays. They had control.

				Fortunately, small retailers now can have nearly as much control because the costs of computers and software has been dramatically reduced. For a few thousand dollars, your independent retail store can be nearly as informed as the nearby big-box store. Chapters 8, 10, and 15 will give you the specifics. Here’s an overview of how small retailers use computers.

				Inventory Control

				Even small retail stores have thousands of inventory items. Fortunately, each of the products found in most stores is manufactured with a Universal Product Code (UPC) that uniquely identifies the product. Even the book you’re holding has a unique UPC on the back cover. Using a scanner at the checkout counter (and some software), the business computer reads the code, looks up the product and price, and, once the item is sold, removes one unit of the product from the computer’s inventory database.

				As products are delivered to the store, the shipping boxes are scanned and the inventory program adds the specified number of products to the inventory database. Even the shipping box has a unique shipping code label that helps the shipper and the store track the box’s location. Ordering replacement inventory from most wholesalers also can be done using computer programs.

				Point of Sale

				At the checkout counter in most stores, the sale is automated using point-of-sale (POS) software. Depending on the complexity (and cost) of the program, the price and quantity are entered (for inventory control), discounts are issued, subtotals and totals are made, and a receipt is printed. The receipt may include the store information, the transaction date and time, the clerk’s name and location, and maybe an advertisement or discount coupon for the customer’s next visit.

				When it’s time to pay, the clerk scans a debit or credit card or passes a check through a reader, and the computer finishes the transaction. The system makes a data call to a banking service that verifies the card information and then takes the money out of your customer’s account (or charges their credit account) and puts it in yours. Even if the customer pays cash, the computer will calculate change and notify the clerk.
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								Generic POS software for small retail stores can be purchased for less than $1,000. Free trial versions are available at www.download.com and other freeware sites. Search for “POS” or “point of sale.” Read the reviews of these products. Try out a few before you buy any of them.

							
						

					
				

				Financials

				Computers don’t finish their work after the sale. Depending on the software you use, the POS system can automatically update your financial records as appropriate. In real time and at any time you’ll be able to see your exact inventory level on any UPC product; what sales levels have been; how the product was purchased, and when; which of your clerks sold it; and even what else the customer bought in the transaction. Chapter 15 will explain more about computerizing your financial records.

				Banking

				As previously mentioned, POS systems can automate transaction payment as well. Thanks to merchant accounts (see Chapter 8), banking can be securely transacted over telephone data lines. Once the transaction is verified against potential fraud and approved by the merchant card service (in seconds), the customer’s bank account is reduced and the store’s bank account is increased by the transaction amount.

				Deposits of checks and cash are usually done in the old-fashioned way (dropping them off at the bank), but everything else (debit and credit cards) is done electronically. Even your bank statements are fully automated, with images of checks you’ve written appearing on the statement.

				As a shopper, you’ve seen the phenomenon of computerized retailing. As a retailer you will truly appreciate it. It gives you many of the tools used by big-box stores to help you compete against them.

				Is Retailing Right for You?

				Even with all these tools at their disposal, many retailers still close up the store within the first few years. Why? There are a variety of reasons. Most retailers who fail can identify what went wrong, and maybe even why. In most cases, the failure was avoidable. Here are the primary reasons why small retailers fail:

				• Grandiose ideas. Retailers expected that they were going to take over the business world without first investing time and money in it.

				• Lack of experience. Retailers started a business in which they weren’t knowledgeable.

				• Lack of information. Retailers didn’t do sufficient research to know what they were getting into.

				• Limited market. Retailers tried to make a living selling something that not enough people needed.

				• Bad location. Retailers thought that they could locate their business where they wanted to be rather than where their customers were.

				• Poor planning. Retailers didn’t understand what they were doing, and why.

				• Insufficient capital. Retailers thought they could start on a shoestring and let the business build itself.

				Does that mean you shouldn’t try to start and run a retail store? Not at all. It means that you should first make sure that you have the experience, information, market, location, planning, and capital to make it a success. Most important, though, you should make sure that you really want to make it a success. In other words, does retailing fit your lifestyle, personal plans, and individual goals? Can you see yourself as a retailer for the next five years? If so, do you see yourself happy about it?
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								Want to benefit from the experiences and advice of other small retailers in your area? Join the local chamber of commerce or local merchants association right now and attend its meeting. The topics will be helpful, but the networking you will do as you meet other local retailers will be invaluable.

							
						

					
				

				To help you answer these subjective questions, here’s a realistic overview of what it will take to be a successful retailer: time, money, stamina, and emotions.

				Time

				Depending on how you set up your store, it probably will require at least sixty hours of your time each week. You eventually should be able to reduce this with trustworthy employees, but plan on giving your business that much time for the first year. That’s typical.

				If you really don’t think that you can give your new business sixty hours a week, consider a partner who can share the workload, or consider an online retail business instead (Chapter 19). Fortunately, not all of those sixty hours must be worked at your retail store. Thanks to portable computers, you may be able to work some of those hours (such as those spent on recordkeeping) from home or even on a business trip. However, thinking that you can operate your store successfully on just twenty hours of work a week is irrational.

				Money

				To set up and operate the typical small retail store requires an initial investment of up to $100,000 (see Chapter 3). A minimum is $25,000. Buying a franchise or an existing store (see Chapter 4) will cost more, in most cases. You can reduce initial costs by working without pay, but you’ll need a way to pay your ongoing living expenses. An online retail business can be started for less, but you will be competing with retailers who have more capital, so you may stay unprofitable longer.

				Physical Requirements

				Long hours can reduce your stamina and may even lead to injuries. Make sure that you have the physical requirements to successfully start and run your retail store before you begin. Don’t decide to build your own store fixtures unless you have the skills, experience, and health to do so. If you have any adverse health issues—asthma or a bad back, for instance—be certain that the retail business you select doesn’t exacerbate them. Who’s going to mind the store while you’re recuperating?

				The physical requirements of operating a retail store include lifting, storing, unpacking, and shelving inventory as well as assisting customers who need help with merchandise and purchases. In addition, you may be on your feet all day long. Are you physically ready for that?

				Emotional Requirements

				If, for whatever reason, your retail store must close after just a year of operation, can you handle it emotionally? What will you do next? How will others in your life treat it? Retail success is not assured—if it were, everyone would be doing it. Use your retailing notebook to identify and resolve the emotional issues that you and your life partners may have if your store doesn’t succeed.

			

		

	
		
			
				Chapter 2. Deciding What Retail Store Fits You

				If you’re thinking about opening up your own retail store you probably already have an idea of what type it is. That’s good. However, before you make a full commitment, read this chapter and consider your options. It may confirm your decision, or it may help you find an opportunity that even better fits your needs and your marketplace. If nothing else, it can present you with some secondary opportunities that can make your retail store more profitable.

				Your Personal Goals

				Box-store retailers are started and run to make a profit. Period. However, small retail businesses and lifestyle businesses have additional goals. Make money, yes, but also contribute to the lives of the owners, employees, and customers. It’s noble and it’s doable. Many thousands of small retail businesses in the United States and Canada successfully combine personal and financial goals. Yours can, too.

				How can you select a winning retail business that meets your needs and goals? You can do a little brainstorming, look at needs within your own lifestyle, and consider your financial and emotional needs and limitations. Here’s how to start.

				Brainstorming

				Pull out that retailing notebook mentioned in Chapter 1 and plan on doing lots of writing. Write a short description of retail stores that you think might be successful—even those you’re not yet sure you want to own. A good place to start is in your telephone book’s yellow pages. If you live in a smaller community, get a phone book from a nearby metropolitan area. Go from A to Z, writing down retail business concepts. For example:

				• Antiques Dealer

				• Aquarium and Pet Supplies

				• Baby Clothing

				• Bicycles

				• Clothing—Used

				• Draperies

				• Fabric and Sewing

				• Fireplace Tools

				• Garden Equipment

				• Hobby and Model Supplies

				• Jewelry

				Include on your list anything that remotely interests you. You’ll prioritize them later. For now, just get your brain thinking about the possibilities.

				Lifestyle

				Next, look to your own life for products that you often purchase from retailers. Add them to your list.

				• School supplies

				• New books

				• Used books

				• Woodworking materials

				• Computer software

				• CDs

				• DVDs

				• Bulk coffee and tea

				• Garden tools

				You’re getting the idea. Fill a couple of pages in your retailing notebook with products that you have experience buying or know that others would buy. The more you list, the more opportunities you’ll have to consider.
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								What should I do if a store like the one I’m considering recently closed up?

								First, do some research. Why did it close? Was it profitable? What were the owners’ mistakes? Could you do better? If you find that the store closed for reasons you can remedy, contact the owners about buying the inventory and fixtures!

							
						

					
				

				Financial

				Okay, it’s time to start trimming back your initial list of retail candidates. After reviewing your list you will see duplicates or product groups that can be combined. However, the most obvious removals will be those businesses that probably take more time, knowledge, or money to start than you have. For example, a retail garden equipment store can easily cost more than $100,000 to open, and maybe there’s already a successful one nearby. Scratch it. Or, if it’s something you’d like to do, consider whether there’s a group of popular products within it that you could profitably sell, such as quality garden hand tools.

				You don’t want to eliminate all your retail candidates. You want to refine the list. Later you’ll choose from among the best candidates.

				Emotional

				“Do what you love and the money will follow.” Well, it doesn’t quite work that way in retailing. It’s more like “do what your customers love and the money will follow.” Even so, you must have at least a modicum of passion for what you are selling. The more passion you have, the easier it will be to represent what you sell. For many people, operating an adult bookstore is totally out of the question, even if there is a market for it. But selling kids’ books is a passion. That one stays on their lists.

				As you build and refine your retail candidate list, review your past experiences with retail stores, positive and negative. Have you lived in other communities and fondly remember a favorite store? Did you visit a great store on a business trip or vacation and maybe even wonder if you’d like to run it? Do you have a friend or relative who has told you about a favorite retailer? Whatever type of store you decide to run, for whatever reason, just make sure that it is a profitable business.

				The remainder of this chapter offers an inside look at the most popular types of independent retail businesses. They are offered to help you select the right business for you.

				High-End Merchandise Retailers

				Chapter 1 suggested that you should not attempt to compete against the big-box stores on price alone. Especially if you offer outstanding service, you can sell products that are higher in price than the big stores. If your local mall anchor stores are selling cosmetics at $5–$20, find a line of higher-quality cosmetics that retails for $40 and up.

				Jewelry and gift stores are just two primary examples of small retail businesses that beat the big-store competition by offering products and services of a better quality, at a higher price. Here is a closer look at each.

				Jewelry Retailer

				Many big-box stores sell some jewelry and related items, typically of lower quality at discount prices. If jewelry is your interest, consider handling higher-priced jewelry and offering superlative service. Make minor jewelry repairs without charge. Design a store that says to customers that you know quality and you treat your customers well.

				Though the retail value within a jewelry store can be high, you can work with wholesalers who will offer more expensive items to you on consignment. You can fill out the inventory with lower-priced jewelry that will be your primary sales.

				Gifts

				A very popular concept for independent retailers is gifts. These are gift items that aren’t found at the area’s major retailers. They are higher priced, of better quality, and tend to encourage collecting that will earn return customers. Gifts are often emotional or impulse buys, so the small retailer will train all employees in emotional salesmanship. For more on emotional salesmanship check out The Everything® Sales Book.
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								Gift stores require quality displays where the merchandise can best be presented. Fortunately, most gift items are small, so many gifts can be displayed in a single case. This is how you can differentiate your quality gift store from the stores that display multiple units of common gifts on shelves and racks. For more information, visit www.giftshopmag.com or subscribe to Gift Shop Magazine.

							
						

					
				

				Gifts are even popular in locations where there are already many gift shops, such as in a historic or tourist town. Not everyone who visits wants a $6 trinket. Offering higher-priced gifts—and personal service—can minimize the competition.

				Low-End Merchandise Retailers

				In your local market, the stores may already be filled with high-priced inventory of all types. What is needed are stores that sell lower-priced products for the service employees and pensioners in your area who can’t afford the expensive stores. In some more exclusive communities, the big-box stores aren’t allowed, but a small, locally owned store may be welcomed.

				Three popular concepts for low-end retailers include bargain stores, used books, and used clothing. One of them may meet your business goals and interests.

				Bargain Store

				A generation ago, these stores were called five-and-dimes. They offered low-cost merchandise that people frequently needed but didn’t want to pay much for. Most items were sold for five or ten cents, with additional products available at up to twenty-five cents each. Today’s version sells all or most of the merchandise at one dollar each. Inflation will soon increase the “dollar” price, so many are moving to “Bargain Store” and other concepts and offering inventory in dollar increments up to $5.

				Inventory for bargain stores typically comes from wholesalers who specifically serve this field of retailing. Some sell in wholesale lots of popular items, which are shipped to you on pallets. Markup often is at least 100 percent. For $1,000 you get a pallet of popular inventory with a retail value of $2,000. If this is the type of small business you select, your relationship with one or more proven wholesalers can make or break your business.

				Used Books

				Used-book stores are a popular option for small retailers who love books but can’t afford the high costs of setting up an independent new bookstore. A used-book store can be set up and stocked for as little as $25,000 and the owner’s labor. Initial inventory can come from your own careful shopping at garage sales and library book sales or from a used-book wholesaler. Replacement inventory is largely derived from your customers, who will trade in their used books for store credit.

				Because many of the books within a used-book store are no longer in print, your only competition is another store like yours. People who buy the latest novel at Target, for example, will come to you to trade in their used book and buy another by the same author. The markup on used books typically is 100 to 400 percent, though some labor is required to select and prepare the books for resale.
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								Used-book stores that accept books as trade merchandise typically supplement their inventory with purchases from book scouts. Scouts are knowledgeable book buyers who shop garage sales, library sales, and other events and select books for resale to used-book stores. Because many book scouts don’t advertise their services, you will probably need to be an employee of a bookstore to discover who its scouts are.

							
						

					
				

				Used Clothing

				Clothing often is tossed out before it wears out. Most modern clothing can be cleaned up and reused, especially in markets where there is a need for lower-priced clothing. The markup on used clothing is 100 to 500 percent; however, as with used books, the process requires labor, in this case to clean and prepare the clothing for resale. Used-clothing stores can be profitable near areas that sell high-priced clothing. One successful store purchased used clothing from residents of luxury homes (by appointment) and resold it at a store in a lower-middle-class neighborhood.

				Used clothing and even baby items can be sold on consignment. Inventory is marked with the retail price and a code identifying the consignor. When the item sells, the consignor gets cash or credit for the purchase, typically between 25 and 40 percent of the sales price. There’s more recordkeeping required for a consignment shop, but the store owner doesn’t have to buy the inventory.

				Specialty Merchandise Retailers

				Most small retailers elect to specialize in products that aren’t available at local big-box stores. In fact, some earn referrals from the big stores. “Sorry, we don’t carry that item, but Bob’s Widgets does.”

				The key to specialty merchandise retailing is selling products that customers need, but can’t find elsewhere. The potential problem of specialty merchandising is that a local big-box store could pick up your line and customers and possibly run you out of business. It will be your job to select merchandise that makes this highly unlikely, to keep a close eye on your competitors’ movements, and to develop a loyal customer base. Following are some suggestions.

				Hobby Store

				People love their hobbies. A consumer who will buy beans on sale may spend $500 or more on a radio-controlled airplane without blinking. And though many of the big-box stores offer some hobby merchandise, the inventory is limited and the clerks rarely know anything about it. A specialty hobby store with good customer service can successfully compete against larger and impersonal stores.

				Some hobby stores focus on a specific hobby, such as RC models or model trains, while others stock a wide variety of hobby items. In most cases, the stock reflects the interests of the owner. Smart retailers will, instead, focus on the local marketplace and stock what customers will buy. Some hobby stores also choose to sell toys, at least as secondary merchandise.

				The biggest competitor to hobby stores today is online retailers. In fact, it is difficult to compete with the price and selection available to the growing number of consumers who are comfortable buying online. For that reason, many brick-and-mortar (those with a physical location) hobby stores attempt to serve the two types of customers—the local buyer and the online buyer—with separate inventories. Because their business is at a retail location, they sometimes can get better deals on wholesale inventory than can their online-only competitors.

				Craft Store

				Craft stores used to be specialty stores. But today franchise craft stores sell a little of everything at competitive prices.

				If you’re considering opening up your own craft store, consider a specialty such as sewing, quilting, picture framing, woodworking, painting, and so on. Then make sure that your store is the first choice for anyone in your market who is even remotely interested in that craft. Of course, first make sure that your market will support your craft. An origami store won’t succeed in most markets.

				One way that successful craft stores differentiate from their competitors is by offering classes. In fact, many supplement their income with classes that relate to their specialty. If the class is after-hours, the store may stay open for class members to select merchandise.

				Expert Store

				Some products are more difficult for customers to select than others. For example, a new camera may take many hours to analyze and select, especially if the customer is not familiar with cameras or the newest photo technologies. If you’re an expert (or can become one), your retail store could be an expert store.

				The big-box stores sell cameras, so your specialty store would sell cameras to professional photographers, specialize in selecting appropriate lighting systems, or help customers select software to enhance their photos. These are expert services that customers just won’t find in the big stores. You may decide to carry a brand of cameras that cannot be purchased at local big-box stores, such as Leica.

				Expert stores include camera and photography, music and musical instruments, computers and software, televisions and home sound systems, car sound systems, and so on. If it is a higher-priced product or group that requires expert advice to buy, it is a candidate for your expert store.

				Niche Store

				Sometimes all of the major product lines and all of the major specialties are already offered in the local marketplace. What to do? Go for the niche—the specialty, specialty market.

				For example, in a marketplace that already has enough sewing shops, consider a sewing machine center, which only sells and repairs machines. If the market is filled with hobby stores, consider one that offers model trains and layouts only, or one that focuses just on radio-controlled cars. If your town has enough gift shops, consider focusing on gifts for special events, such as weddings or anniversaries (there are more anniversaries than weddings!).

				Use your imagination. If your marketplace is already filled in your specialty field, consider a specialty within it. Maybe the local market will support it.

				Merchandise Sources

				Most retailers sell new merchandise. A minority of small retailers sell merchandise that is used, but still in salable condition. The type of store that you select may dictate whether your merchandise is new or used. However, you should consider the advantages of both before you decide on your own store.

				New Merchandise

				The key to retailing new merchandise is selecting competitive wholesalers who not only offer what you want at a price that can make you a profit, but also dependably deliver the products.

				Appendix A offers a wide variety of sources for finding appropriate wholesalers for your retail store. In addition, you can do some research by visiting stores similar to the type you’ve selected in other markets. You may find shipping boxes that identify the store’s wholesalers. Sometimes prepriced merchandise has an identifier that can help you determine the sources. Also, watch for delivery trucks other than UPS. Larger wholesalers in metropolitan areas often have their own delivery trucks, which can be identified by their markings.
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								Retail Merchandiser is a monthly magazine for larger retailers, focusing on marketing and management issues. As a smaller retailer there is much you can learn from the big boys. If you qualify, Retail Merchandiser is free, and is available at www.retail-merchandiser.com. Or you can just visit the website, also at no charge, and get lots of information on mass retailing.

							
						

					
				

				Used or Older Merchandise

				Used, closeout, second-quality, and similar merchandise typically is more profitable to resell than is new merchandise. Consider selling used or remaindered (unsold older stock) merchandise, especially when you can significantly beat the prices of other stores and still make a good profit.

				As pointed out in the earlier examples, used books and used clothing have a higher markup than do new items. Even though the total sale value is lower than it might be at new-merchandise stores, your total profit may be similar.

				Buying and reselling closeout and remaindered merchandise can be profitable because the markup is higher than new merchandise yet there is little processing required, as there is for used books or used clothing.

				Mixed Merchandise

				Some stores profitably supplement their new merchandise with either used or remaindered merchandise. Why? Because customers shopping for price can get a bargain. In addition, some customers are looking for books, CDs, clothing, or other items that are no longer available as new.

				The problem with selling both new and used or remaindered merchandise is keeping track of which is which. If someone buys a new blouse from you and returns it because it is defective, how do you determine whether you should credit the new or the used price? Some retailers put a cut on the clothing label to identify used merchandise. Bookstores may place an ink mark on the book spine. But if the customer says it’s new, not used, and you want to keep the customer, what do you do?

				The easiest solution is to sell either new or used merchandise. However, that may limit what you can sell and how you can compete against big-box retailers. So don’t totally rule out a mixture of merchandise types. Down the road you may decide to mix—and profit.
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