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This book7'he Retailer’s Roadmap to Success, is available in two formats:

0 A condensedbmok with 16 of 33 secrets
o A full version ipaperback

This is the condenseldo®k. It contains the first 16 of 33 secrets that Michael Gerber, author
of The EMyth Revisiteglls “surefire strategies.”

For the full version, click on the link above.
This ebook is complimentary. In exchéorgeee access to this book, we ask that you share it
with any and every independent retailer your know: You have my permission to forward it,

print it, copy it, or post it, but please don’t sell it or change it.

© 2007 Andy Buyting.


http://www.retailersroadmap.com/
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ENDGBEMENTS

“Want to make sure you don’t get bogged down with the day-to-day duties of running a
specialty retail store? Buyting’s book imparts quick but surefire strategies for working onthe

business insteadrofhe business.”

Michael E. Gérstselling authbe-®fyth Reviditgddost Small Businesses Don't
Work and What to Do About It

“The Retailer’s Roadmap to Success provides great insight into the secrets of specialty retail.
Andy’s grasp of the subject and concise approach provides the independent, specialty retailer

with an invaluable tool and more than a few entrepreneurial ideas.”
Annette Verschresidefte Home Depot Canada & Asia

“It is one thing to inspire a retailer to take action; it is quite another to provide directions that

allow the retailer to make his dreams a #&aliR¢zailer’s Roadmap to Success provides

both.”
Tom Hideauthothicken Soup for the Entrepreneur’s Soul



http://www.e-myth.com/corporate/meg.htm
http://www.amazon.com/E-Myth-Revisited-Small-Businesses-About/dp/0887307280
http://www.retailersroadmap.com/
http://ir.homedepot.com/leadership.cfm?BioPage=lead&BioID=3202
http://www.homedepot.ca/webapp/wcs/stores/servlet/Home?catalogId=10051&storeId=10051&langId=-15&cm_ven=hdca_goog&cm_cat=Search&cm_pla=D-brand&cm_ite=bid20293176-The_Home_Depot&&s_kwcid=the%20home%20depot|733784117&gclid=CNjPqIS6rI4CFSbUgAodWhnPRA
http://www.homedepot.ca/webapp/wcs/stores/servlet/Home?catalogId=10051&storeId=10051&langId=-15&cm_ven=hdca_goog&cm_cat=Search&cm_pla=D-brand&cm_ite=bid20293176-The_Home_Depot&&s_kwcid=the%20home%20depot|733784117&gclid=CNjPqIS6rI4CFSbUgAodWhnPRA
http://www.retailersroadmap.com/
http://www.allbookstores.com/author/Tom_Hill.html
http://www.powells.com/biblio?isbn=0757302610
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“I cannot wait to give this book to my daughter, who is a retailer with seven employees. This
book reaffirms the things she is doing right with a whole lot of advice on what she can do

better.”
Jack Stdwméstselling authioe @dreat Game of Business

“If you read a good book, you’ll walk away with one or two clever ideas. If you read a great book,
you'll walk away with three or four. But if you read The Retailer’s Roadmap to Success, you'll
walk awawith 33 phenomenal ideas for overcoming barriers to growth and producing a

profitable independent retail store.”
Verne Harnish, alflasterfng the Rockefeller Habits: What You Must Do to Ir

the Value of Your Greandddtinder @htily@eneurs’ Organization

“Fresh ideas for knock-yoursocksff customeservice that result in increased customer loyalty

and huge earning potential.”
Barbara Wthil and consumer experthaustearbbok


http://www.internationalspeakers.com/speakers/ISBB-553A7U/Jack_Stack/
http://www.ggob.com/products_books.php
http://www.retailersroadmap.com/
http://books.google.ca/books?id=oe4_zHL78PUC&dq=&pg=PP1&ots=WZwKwnE4HE&sig=oiK_Op7IGhXjNweqOXK4K-o23Uc&prev=http://www.google.ca/search%3Fq%3DMastering%2Bthe%2BRockefeller%2BHabits%253A%2BWhat%2BYou%2BMust%2BDo%2Bto%2BIncrease%2Bthe%2BValue%2Bof%2BYour%2BG
http://books.google.ca/books?id=oe4_zHL78PUC&dq=&pg=PP1&ots=WZwKwnE4HE&sig=oiK_Op7IGhXjNweqOXK4K-o23Uc&prev=http://www.google.ca/search%3Fq%3DMastering%2Bthe%2BRockefeller%2BHabits%253A%2BWhat%2BYou%2BMust%2BDo%2Bto%2BIncrease%2Bthe%2BValue%2Bof%2BYour%2BG
http://www.eonetwork.org/
http://www.terrificspeakers.com/html/barbara_wold.html
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“Having just recently ventured into the world of retail, I found Andy Buyting’s book to be an
invaluable resource. All the concerns | had before opening our store were addressed in a clear
and concise fashion. Without question we are a stronger, more viable busitlesgedaving fo
the roadmap.”
David Caroemer of The Shed Coffee Bar

“Having been in the retail business for many years, I found The Retailer’s Roadmap t0 Success
to be an excellent source of information for owners and managers. It deals with a wide range of
topics and ideas, all of which can be easily and quickly implemented into any business. | have
already used many of the ideas in my own business and ftubd #fgative and well
accepted by my staff. The book offers interesting examples of real situations, which makes for ¢
very enjoyable read. I highly recommend it.”

John Vanderwees, présddetwtes Home & Garden



http://www.csus.edu/indiv/c/cornerd/
http://www.retailersroadmap.com/
http://www.vanderweesgreenhouses.com/index.php?pid=26
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“The Retailer’s Roadmap to Successis a business plan any retailer could strongly benefit from.

Solid and simple advice told by someone who is actually ilaingyiariekcellent strategies

that can be implemented and executed immediately.”
John R. DiJuliassthibrS¥cret Service: Hidden Systems that Deliver Unforgett
Customer Service

“Retailing is a people business. The fundamental competitive advantage any independent

retailer can build is to relentlessly hire A Players. As Andy Buytm@/&hRyygiler’s
Roadmap to Sucadbksther advantages flow from having the right people managing your
business and interfacing with your customers.”

Geoffrey H. SRtaf., Chairman gh&KERT

“At the best of times, retailing is a demanding game. This book will help you win by giving you
bothgreat tips and motivation to serve your customers better and to build a strong team. Buy it
and use it!”

John C. WillifouaddrC. Williams Groiigd



http://www.retailersroadmap.com/
http://speakers.fivestarspeakers.com/5str/viewspeaker4566
http://books.google.ca/books?id=mFHW_yGLyPYC&dq=&pg=PP1&ots=bi4uBmbU20&sig=TjvtiD5TXpympoE_jqYOg9f0_y4&prev=http://www.google.ca/search%3Fq%3DSecret%2BService%253A%2BHidden%2BSystems%2Bthat%2BDeliver%2BUnforgettable%2BCustomer%2BService%26ie%3Dutf-8%26oe%253
http://books.google.ca/books?id=mFHW_yGLyPYC&dq=&pg=PP1&ots=bi4uBmbU20&sig=TjvtiD5TXpympoE_jqYOg9f0_y4&prev=http://www.google.ca/search%3Fq%3DSecret%2BService%253A%2BHidden%2BSystems%2Bthat%2BDeliver%2BUnforgettable%2BCustomer%2BService%26ie%3Dutf-8%26oe%253
http://www.retailersroadmap.com/
http://www.retailersroadmap.com/
http://www.bigspeak.com/geoffrey-smart.html
http://www.ghsmart.com/
http://www.ghsmart.com/
http://www.jcwg.com/team_JohnWilliams.htm
http://www.jcwg.com/

Page]7

“This book is a must-read for anyone who wants to stand above his competition and excel in his
industry. An ea$g-apply, practical roadmap to success!”

David Boulanger, chairrBappig¢h@peline Group

"The Retailer's Roadmap to Succaws upon the author's haordgxperience from the
trenches on up. A musad guide to what really works!"
Jim Bale, presideBidif Signs

"Required reading for every entrepreneur and independent retaileawdngstake clearly
communicated. It provides a blueprint on how to compete in tthe drig dbx store.”
Stuart Trier, presidemetf.Inc

“Want to free up your time andincrease your sales? This is the book, and it’s packed with
powerful, stre@ésted systems for reaching big success.”
Jack Dapeaker and abtlaahing Companies to Greater Sales and Profits


http://www.supplierpipeline.com/aboutus.asp?about=y
http://www.supplierpipeline.com/aboutus.asp?about=y
http://www.retailersroadmap.com/
http://www.softsigns.com/index1.html
http://www.kismetinc.com/
http://jackdaly.net/meet_jack/
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"The Retailer's Roadmap to Shaseggen me a ton of ideas to implement in my own
business. This book is so powerful that | almost don't want to recommend it. After all, if | keep
these secrets to myself, I'll definitely have the competitive advantage.”

Paul Reeves, vice pregsatatiodfiant World



http://www.retailersroadmap.com/
http://www.plantworld.net/en/index.php
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The Retailer’'s Roadmap to Success

THE LONG AND LABORIOUS H&¥s&$ated with owning an independent retail store can

be fairly compared to working at least tworfeljobs. The traditional model of independent
retailing assumes that time and stability will be sacrificed in favor of autonomy and flexible
(albeit aduous) hours. Aggravating matters is the seemingly inevitable financial stress
incumbent upon any business trying to survive in a world filled with big box stores. Retailers
specializing in books, home and garden supplies, furniture, health andust¢suty prod
groceries, toys, electronics, automotive parts, giftware, and clothing are all vulnerable to the

threat of big box domination. Though not the only giant in the retail Wadddiart is


http://www.retailersroadmap.com/
http://www.retailersroadmap.com/
http://www.walmart.com/
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perhaps the madarming. With more than $312 billion (USD) in annual sal®ésaiial
the world’s largest retailer, controlling a variety of retail industry subsets. This mega-chain
commands 20 percent of the grocery industry and 45 percent of the toy indusityalin 2003
Mart’s day-afterThanksgiving sales ($1.5 billion) were larger than 36 countries’ gross domestic
product*

For an independent retailer armed with only a tiny fraction of that budget, these figures
are staggering. To compbéeetypical independent retailer slashes prices, trying to offset lost

profits by lowering overhead. Seeing frugality as its only weapon, the retailer cuts corners and

1Bergdahl, Michael. What | Learned from Sam Walton: How to Compete and ThrivéMiaraWiadd. John Wiley &
Sons, Inc. 2004. p. xi.


http://books.google.ca/books?id=r_QwvTAI2pMC&dq=&pg=PP1&ots=iam_dXYUMW&sig=AgKtyWxByh0_R5SP81Qc8KQLyyY&prev=http://www.google.ca/search%3Fq%3DBergdahl%252C%2BMichael.%2BWhat%2BI%2BLearned%2Bfrom%2BSam%2BWalton%253A%2BHow%2Bto%2BCompete%2Band%2BThrive%2Bin%25
http://books.google.ca/books?id=r_QwvTAI2pMC&dq=&pg=PP1&ots=iam_dXYUMW&sig=AgKtyWxByh0_R5SP81Qc8KQLyyY&prev=http://www.google.ca/search%3Fq%3DBergdahl%252C%2BMichael.%2BWhat%2BI%2BLearned%2Bfrom%2BSam%2BWalton%253A%2BHow%2Bto%2BCompete%2Band%2BThrive%2Bin%25
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pares down employee hours, even when in desperate need of extra help. Tiyasesnly exace
matters, creating a vicious cycle: Instead of hiring staff, the owners work ferociously; in turn,
they have no breathing room to conceptualize and implement strategies; lacking innovation,
the shop is destined to lose more ground to competitoose thound lost, the harder the
owners work to cut corners and keep overhead low. The result? The harder the retail store
strives to keep prices low and allow the store a fighting chance, the less success and fewer
resources it hagand the harder the aeviworks.

Despite the pervasive model set by independent retailers worldwide, this dilemma is not
compulsory. An independent retailer open to implementing systems and examining the retail

game from a strategic viewpoint can compete profitably witipatifocavhile
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simultaneously devoting fewer hours to-diay store operations. This creates time for more
strategic thought directed not only toward the business but also to personal endeavors and
family.

Sound implausible? Most independent retailers would agree. Research shews that small
business owners work longer hours and earn less money than their employed executive
counterparts. Birthdays, family trips, and hobbies are pushed aside as t&taitlowners a
meetings, prospect, and struggle to make ends meet. Forcing themselves tobaéome jacks
trades, these owners shoulder the daily operations of the store and then work behind the scene
attending to the books, inventory, marketing, and adtivaiseessities. Unable or

unwilling to hire sufficient staff, they work the floor during the day. At night they burn the
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midnight oil catching up on paperwork, devising strategies, and crunching numbers. Many of
them claim that the increased controtloeiemorking hours makes the sacrifice worthwhile.
But as the cycle wears on, too many find themselves exhausted and unable to catch a break.
The widespread conviction that by virtue of establishing a store, an independent
retailer must commit to &fifne of sacrifice, putting family and free time on the back burner
so the store can realize success, is a paradigm some retailers, myself included, have refused tc
embrace as a ldagn commitment.
This is not to understate the importance of hardnelaggk@ebld-fashioned elbow
grease. Launching a business takes long hours, buethedoagis to empower the

business to work for you, not to serve a life sentence of hard labor. The retailer’s goal should not
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be to sacrifice himself by workingigostore but rather to put his store to work foFimém.
independent retailer’s goal is to work himself out of a day job as much as possible. Instead

of working on the floor, supervising employees, and managing inventory, the independent
retailer’s time Should be devoted to creating, implementing, and managing systems that allow

the store to thrive, even in the owner’s absence.

But how? In a world ridden with MWkrt, Barnes & Nobl&tarbucksandHome

Depot corner bookstores and boutique coffee shops are collectively raising their white flags.
Why put forth the Herculean effort needed to operate an independent retail store against such

monolithic compdbrs when the rewards seem so uncertain?


http://www.barnesandnoble.com/
http://www.starbucks.com/
http://www.homedepot.ca/webapp/wcs/stores/servlet/Home?catalogId=10051&storeId=10051&langId=-15&cm_ven=hdca_goog&cm_cat=Search&cm_pla=D-brand&cm_ite=bid20293175-Home_Depot&&s_kwcid=home%20depot|733784117&gclid=CKqO9cDUrI4CFQcZHgodMCuGSw
http://www.homedepot.ca/webapp/wcs/stores/servlet/Home?catalogId=10051&storeId=10051&langId=-15&cm_ven=hdca_goog&cm_cat=Search&cm_pla=D-brand&cm_ite=bid20293175-Home_Depot&&s_kwcid=home%20depot|733784117&gclid=CKqO9cDUrI4CFQcZHgodMCuGSw
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The Retailer’s Roadmap to Success. 33 Secrets for Driving Your Business to the Next Level

discusses strategies that allow independent retailers to survive and flourish, despite the
challenges inherent in owning a small store, includingghereaehing threat from the big

box stores. To be sure, in the startup stages of a new biulsimess;sretdl likely need to

work seven days a week, jealously guard every penny, and follawdpeminrsiness

model. But a retailer committed to business and personal success must eventually trade the
momandpop approach for tactical growth mgstieat drive success, increase the profit and

the profit margin (as discussed in Secret #23), and free the ownethe Wwoskness

instead ah the business.


http://www.retailersroadmap.com/
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SECRET #] Strategy and Instinct Go HaneHand.

A COLLEAGUE OF MH#E the story of an old farmer who walks outside, directs his eyes
upward, and says, “Looks like rain tomorrow. We should plant the corn today.” The farmer is
unschooled in weather patterns, forecastimgtearologicarocesses. Yet he is astute in h
own right; he knows instinctively when to plant a crop, when to expect rain, and when a season
will bring drought.

He is almost always correct.

| often liken my parents, Harry and Annie Buyting, to that farmer. They successfully

ranGreen Village Home & Gardenl0 years using no formal business model. They had no


http://greenvillage.net/
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budget, never drafted a business plan, and cared little about business theory. Like many
successful businesspeople before them, Harry ands@dhitineir natural business instincts to
great end. Perhaps the business was in theiaftiodll, flowering plants has been my
family’s stock in trade for generations, beginning with my great, great, great grandfather who
was given a special licenisieh has been passed down through the generations) that
permitted his Great Dane to tow carts of flowers to the weekly farmers’ market in Holland.

But if theirs was an inherited skill that worked for countless generations, | quickly
learned that it iot as applicable in today’s economic environment. Today’s economy demands

more.
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When | assumed managerial responsil@itgenf Village Home & Garaen996, |

thought | had been gifted adeiof business with unlimited resources. Though they worked
seven days a week runGiegn Villagas a traditional meamdpop shop, my parents had

built a protable business, and | was dedicated to growing it under my own direction. At first,
like my parents, | did not track my spending, | had no budget, and | made decisions
instinctively. Where my parents had expended about $45,000 in advertising thle year prior
spent $108,000 my first year. | assumed the bottom line could only grow with increased
marketing efforts, and I was spending my parents’ money with gung ho enthusiasm.

The results were devastating.


http://www.greenvillage.ca/
http://www.greenvillage.ca/
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At the end of my first year as maragei,Village’s bottom line dropped more than
$100,000, a monumental failure that represented more than a 77 percent drop in profits. My
lack of success was not for want of trying. | was werkimgdb¥'s, savdays a week. For
my efforts, | was leaving a trail of carnage, crushing the business my parents had worked so
diligently to build.

On the one hand, tiateen Villagwas a family business had its tseifiparents
allowed me to make mistakes. They wanted to keep the business in the family, and they were
willing to help me mature into my position. On the other hand, my sense of responsibility for
and to my family presented a level of stress ndiystiareel who start their own

independent retail stores. Not only did I covet my parents’ approval, but I also was burdened


http://www.greenvillage.ca/
http://www.greenvillage.ca/
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with the awareness that my failure could jeopardize their retirement as well as destroy the
business they had nurtured so sucge3sfalmoney | was losing was not mine to lose.
I was fortunate to have my parents’ support. Had I obliterated the bottom line of
another company so quickly and effectively, | would have been fif@eefndilibgead
not had years of success under its belt, we would not have had the resources to get back on tre
This experience opened my eyes to the first secret of operating a successful independer
retail storeStrategy and instinct go hamdhand.
Perhaps some people are gifted with innate talents that allow them to breeze through
life. But most skills are developed and backed by years of experience, determination, and

perseverance. The old farmer watched his father and grandfather Wwizfsteurt


http://www.greenvillage.ca/
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droughts, harsh winters, meager harvests, and pestilence. As a result, he has generations of
experience to back his gut feelings, and there is logical intelligence to his methods.

The same goes with a “natural-born” salesperson who, as the saying goes, could sell ice
to an Eskimo. The salesperson is not gifted at birth with the ability to sell: She learns it through
observation, discernment, and experience.

Similarly, few of us have the innate ability to shoot from the hip successdllily, esp
when young and lacking in formal training. More often, gut instinct is developed after years of
experience based on trial and error. The bad news is that most independent retailers do not
have the luxury of watching the bottom line drop by $1@ijéQBey learn to hone their

intuition. The good news is that a plan and a commitment to strategy can substitute when great
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instincts have not yet been develoBedrettably, most independent retailers focus on their
trade rather than on businessegfied required to execute their vision. In their haste to

actualize their dreams, they watke business when they should be worithgbusiness.

In his bestselliigmythseriesHarperCollin®ublishe)s authoMichael E. Gerbdiscusses

this paradox in detail, noting that nearly all small businesses are started not by entrepreneurs
but rather by technicians in the field. Arbavkivorm with little or no business experience
opens a bookstore. A gardener with a green thumb but no business acumen starts a greenhous

business. A fashionista dreams of owning her own boutique, only to find that while her fashion


http://www.harpercollins.co.uk/
http://www.e-myth.com/corporate/meg.htm

Page]|30

sense is cuttheglgeshe is untrained in marketing, purchasing, hiring, client relations, and all
other peripheral skills necessary to the success of her clothing store.
My parents, in particular my father, came from a long line of farmers, gardeners, and

horticulturists, sstartingGreen Village Home & Gargeade sense fromiathebusiness

perspective. But the store often dominated their lives, demanding hours of hard work to attain a
certain level of success. To suoocsedkingonthe business, owners must also acquire the
business skills necessary to operate a successful independent store. Otherwise, they shoulder
stresses of a business owner while spending their days working like employees. Independent

retailers o are guilty of workimgthe business (and most are!) havbk&aftities. They
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work the floor, answer phones, man the registers, and fight fires. They are the first to arrive and
the last to leave. They allow the store’s success to hinge entirely on their own performance.

They have little team support. If they have one at all, the team is not actively engaged in the
business’s success. While this is to be expected in the early stages of business development,

breaking free from this cycle is inipetatthe success of the business and its owner. For
independent retailers in every field, the ability to excel is marked by proficiency in transitioning
from the morandpop gut instinct approach to the entrepreneurial model. This transition is

definecy the owner’s success at learning to work onthe business insteathahe business.
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T he Retailer’s Roadmap to Successis dedicated to imparting the strategies for a successful

transition and ensuring a vibrant, thriving business in spite of the obstacles facing independent
retailers. Welicquainted with the time limitations facing these owners, | have taken care to
presat these strategies succinctly. Unlike many theory books, which offer little in the way of

practical solution8he Retailer’s Roadmap to Success provides 33 surefire secrets, each of which

contributesancrete, measurable improvements to the wellbeing of an independent retail store.
Though the secrets are tailored toward retailers, readers will observe that almost all provide

insight that would benefit any business. In fact, these secrets representatonaaf
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strategies from some of the best business minds and CEOs in the world, including Jack Welch,
Michael E. Gerber, and Verne Harnish.

The Retailer’s Roadmap to Success 1S broken into four sexts: Management and

Employees, Marketing, Pricing, and Budgeting. Readers might notice the conspicuous absence
of a section dedicated to customer service. Do not be fooled into thinking this indicates a
disregard for customer service; rather, the@ppusie. Customer service is integral to every
aspect of independent retailing. As such, | have integrated elements of customer service into
every section of this book. Each secret is designed to remind the reader that customer service i

the keystone wfdependent retailing, that every other strapeigyng, employee training,
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management compensation, marketing, budgeting, and-thadkeng if not a tool for

achieving the business’s overarching goal: superior customer service.

The rest of thetory.

In the wake of my failure that first ygateas Village’s manager, | committed to
making changes in my approach. | read, enrolled in courses, and studied successful businesse:
And crucial to myiscess, | vigorously implemented the strategies | learned, many of which |
share within these pages.

During this time, | became a planner, carefully devising a line of attack for every

problem facing our business. | implemented systems, revisedng\plaarketd began to
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manipulate pricing. In short, | became a strategist, and that remains my primary focus to this

day. Instead of workinghe business, | now spend my days plotting strategies, evaluating and

strengthening our institutional systemdgpeocesses, changing course when necessary, and
expanding my business. My commitment to refining processes has become a topic of playful
banter—Green Village’s team jokes that change has become our staptcon

During my second year as a manager, | enlarged our retail floor space and increased sal
by 42 percent. The bottom line not only bounced back, but it also beat the best bottom line in

the history ggreen Village
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| was still working long hours. The store was understaffed and the team members
underpaid. Our margins were not high enough. We were playing catch up.

But the bottom line was back!

The next year, we expanded our operations andstasiaekieting budget (see Part
II: Marketing). We established even more systems, hired a manager and supervisors, and grew
another 28 percent. | was still hesitant about some of my decisions, so no one was more relieve
and excited when customers flockdabtstore in droves. Our bottom line improved even

more, our margins recoveredGaedn Villageontinued to thrive.
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In just two years, Green Village’s sales grew by 82 percent. With newfound confidence
in my abilities, my parents retired, leaving me to take over as president. On July 31, 1998, my

father turned 60, and | officially became president and Gaeen dillage Home &

Garden.
Then tragedy hit.
In the early hours of New Year’s Day 2000, an electrical short at the back of the store
started a small fire. By the time | arrived, the entire store was engulfed in flames. Another 20
minutes passed before the fire trucks arrivéidefidteers gravely explained that the blaze
was too big to be extinguished; they could only control its threat to nearby buildings. By my

side, my parents, siblings, friends, and uncle stood anGvestdtildge Home & Garden
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burn to ashes. Just 18 short months after | became president, | was faced with a seemingly
insurmountable obstacle: rebuild a small, independent store from the ground up.

That morning, | marked the New Year by calling my tedoy,ome, relaying the
devastating news before they heard it elsewhere: “Do not report to work. There was a fire last
night.Green Villagein ashes.”

Imagine what would happen if your neighborhoddaitalas consumed by flames.
Certainly, neighbors would notice the empty, charred lot, but not many would grieve.
Employees might experience atanoripanic, but they would simply move on and search for

new jobs. Few (if any) would stop by to assestieathup effort.
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But a community will respond to the destruction of an independent store as if one of its
own has been hurt. Such was the respans@ Willage’s devastating fire. Though we were
forcedo lay off most of our team for a short period, many volunteered to help rebuild. Our
clients mailed stacks and stacks of sympathy cards. So many came by to express condolences
offer help that our insurance company became concerned about tredliaibddysecurity
guards to direct traffic through the parking lot and protect visitors from the debris.

At the time, insuring greenhouses was not common practice in our industey, and
Village’s gre@house was no exception. Though the rest of the store had fire coverage, the
greenhouse was a loss, including all the equipment and inventory inside. On a blistering cold

winter day one month after the fire, 40 people, including many members obbeadgeas, c
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in the industry, a busload of students from the local horticulture college, and even two of our
competitors, stood beside my father and me as we rebuilt the frame of the greenhouse. In what
was akin to an dfa@shioned bamaising, our communi@puile the greenhouse’s entire frame

in just one day.

Green Village Home & Gardeapened its doors on April 14, 2000, with 100 percent

of its team returning to work. We did not lose a single team member as a result of the fire and
attendant layoffs.

And, despite losing more than a quarter of the calendar year, our loyal team set out
beat the prior year’s revenues. On December 31, 2000, the entire team celebrated an increase in

sales of $248 over the previous calendar year. What might have been a meager increase in an
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other circumstance amounted to a rising of the phoenix &sineshé also revealed an

important truth our team has not since forgotten: Business is all about people. On the first day
of that year, we had no building, no inventory, and no eguijpuhesat had people. Thanks

to our determined team we reboundeckanohed business in just three arthtimaonths

and still managed to enjoy an increase in sales by the end of the year.

That $248 has a larger meaning that independent retailers must understand: The
obstacles that face an independent retailer itsgedatest assets. Begkn Villageeen a
megacorporation, it would not have bounced back with such enthusiasm and community
support. In offering a do¥wome, olavorld, personal relationship to itsoowsrs,

independent retailers offer something thé/Mrf&d of the world can never achieve. It is this
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relationship, coupled with sound business strategy, that is the basis for the independent

retailer’s roadmap to success.
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PART I: Management andEmployees

SEEMINGLY EVERY COMPANY ON THEdMsAMNISTt customer service. Promoting it as a
value has become the standard, the virtues of customer service exalted on websites and in
marketing brochures. Yet few deliver. Most give lip service toseusioenend then turn

around and hire team members with few people skills, compensating them poorly, and offering
no meaningful training. Challenged by consumers who are increasingly technologically savvy
and able to compare prices online, some conumeelityndustries actually decide against
customer service improvement programs, seeing little benefit to the bottom line when

consumers choose items based on price alone. Admittedly, these businesses have a point. Wh
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it comes to disposable office agpens, toner, paper, and the-lédsen | care little about
customer service. My top priority is price, and | search for the cheapest product available.
Still other retailers do strive to attend to their customers’ shopping experience but are
stymied bgin economy that is almost too robust. In times of low unemployment rates,
frontline employees care little about retaining their muaragaretail jobs if four
neighboring competitors have “now hiring” signs in their windows. Despite the positive
benefis for society, decreased unemployment rates provide extra challenges for retail employer
The employee, knowing his boss iptesskd to find qualified help, is less concerned with his

work ethic than he would be in a crowded job market. Armed/wibimamel incentives to
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offer his employees, the retailer settles fahanssdlar workforce. No wonder customer
service is lacking.
Like retailers, shoppers also settle for less when it comes to customer service, having
been conditioned to exgdétie from the stores they frequent. Standing in long and slow lines
after being “helped” by indifferent sales associates, consumers shrug their shoulders as if to say,
“What do you expect?”
For the shopper, this is frustrating; for the independtart reimactually good news
because the independent retailer truly committed to customer service stands out as remarkable

By providing impeccable service and empowering team members to assist the customer, the
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retail store not only justifies its highees but also survives alongside big box stores notorious
for delivering substandard customer service.
With poor customer service so commonplace, a retailer might think providing
outstanding customer service is easier said than done. But by tbeogiiizisic link
between quality team members and superior customer service, retailers find it relatively easy to

implement systems that encourage a cusgmtnerenvironment. Specifically, retailers can:

Secret #2: Flip the Organizational Chart.
Secret #3: Be an Open Book.

Secret #4: Share Profits to Increase Profits.



Secret #5:

Secret #6:

Secret #7:

Secret #8:

Secret #9:

Secret #10:

Secret #11:

Secret #12:

Secret #13:
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Adopt a Statement of Purpose that Addresses the “Why.”
Indoctrinate Employees With the Statement of Purpose.
Set the Standards for Custddagvice.

Adopt a “No Customer Left Behind Policy.”

Empower Employees.

Treat Team Members Like an Investment, not an Expense.
Spend Time Educating Investments.

Create Bigger Opportunities for “Bad” Employees.

Challenge Employees.
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Secret #14: Indoctrinate Employees into the Corporate Culture.
Secret #15: Manage by Storytelling.

Secret #16: Praise Publicly, Reprimand Privately.
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SECRET #2Flip the Organizational Chart.

An organizational chart illustrates the chain of command, describing who reports to
whom, and which managers/supervisors are responsible for which employees. In the traditional
business model, the owner of the company sits at the top of the orgararatimeaseeing

all the activities of the managers, supervisors, and employees below him.



TRADITIONAL ORGANIZATIONAL CHART
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OWNER

l

Manager

l

Supervisor

Frontline Team Member
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Though this chart is important in understanding the hierarchy, it omits the most
important part of the formula: the customer. In an innovative retail setting, customer service is
factored into every decision, and equally important to the traditioratiorgdrmhart is a

representation of who serves whom, withdtenet the top.

Though to some extent, a flipped organizational chart is a symbolic gesture, it can
drastically impact corporate culture. Certainly, line employees still repoisdossuperv
supervisors to managers, and managers to owners, but managers and supervisors who
understand the importance of serving their employees are less likely to engage in detrimental

power plays. Instead, they are encouraged to facilitate their stlighdynaterovide
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excellent customer service. This approach, coined ‘Servant Leadership” by Robert Greenleaf

(author ofServant Leadership: A Journey into the Nature of Legitimate Powe)) &h@seatness

been modified and expanded upon by such innovative businessmen askpoemnen as

Covey(The Seven Habits of Highly Effective ,PeteteSeng€he Fifth Discipline

Margaret Wheatléyeadershipnd the New Sci@naadKenneth Blanchar®h.D.The One

Minute Managgr

Although I do not suggest actually reversing the company-hitadigin of
command should certainly function from top to bettmtier customer service can be

achieved when the organization is conceptually familiasuygidedown organizational
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chart. In the flipped chart, company leadership serves the frontline employees, who in turn can
better serve customers, the business’s top priority.

Posting this Servant Leadership Chart in handbooks, offices, and the lunchroom
emphasizes and reinforcessyere’s commirment to customer service, reminding your team
that the customer is its first concern and reassuring team members that everyone’s job is to help

frontline employees serve the customer as easily and efficiently as possible.
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SERVANHADERSHIP ORGANIZATIONAL CHART

CUSTOMER

T

Frontline Team Member

T

Supervisor

T

Manager

T

Owner
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To be sure, I do not suggest that a frontline staff member oversee his supervisor’s job
performance. A flipped organizational chart is not meant to grernoteline team to the
head of the chain of command. Rather, it is meant to remind everyone, including the owner,
that her job is to help subordinates. In other words, the owner’s job is to help her managers, so
her managers can help the supervisbessspervisors can help the frontline team. It is
further meant to reassure the frontline team members that in their endeavors to serve the
customer, they have the backing of the entire organization. Because the frontline staff member:
are the company’s liaison to its customers, they have the job that merits the greatest amount of

assistance from the rest of the organization.
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By flipping the organizational chart, a company symbolically impacts its corporate
culture (Secret #14). Instead of assumingetiadritline exists to serve management, this
model reminds everyone that the managerial positions would not exist without the customers
and the frontline team that serves those customers. Ultimately, every position in the chain of
command, from the owmresvn, exists to serve the customer’s needs. If the top levels of
command are using systems that cramp the frontline’s ability to deliver customer service, they

are not being faithful to the store’s statement of purpose (Secrets #5 and #6).
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SECRE#3 | Be an Open Book.

MOST BUSINESS OWNdtR or large, novice or veteran, assume that they must carefully
guard their financial information. Certainly, independent retailers are disinclined to let
competition know where their store stands finabekdying the information could be used

to their disadvantage. Similarly, they worry that an employee aware of a healthy bottom line
might become disgruntled about his wages or, on the other hand, be tempted to jump ship if the
financial picture were sotrosy. As a safeguard, most companies simply remain silent, locking

their company’s financial information in a vault or disclosing only the barest of information.
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These worries, however, are generally without merit. In truth, your competitors can do
little with your financial information, and they are generally uninterested in trying. Equally
false is the assumption that sharing profit and loss statements with employees will create havoc
One of my retailer colleagues reports to his staff onlgandelbng them only
whether the store’s revenues have increased or decreased over the previous year. He does not
clarify by how much revenues have risen or fallen and does not reveal whether the company is
operating at a profit or a loss. Aside ftaumé$ up or down regarding revenue, no
information is given to anyone, including the general manager. Certainly, no discussion is had

as to how the team could help cut costs or decrease overhead, whether their efforts contributec
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to the achievement of &03iness goal, or what the company’s vision might be for the coming
year. Employees simply work in the dark, blind to the company’s health and future plans.

Knowledge is power, a principle that applies to an owner and his team members. People
make conctions regardless of whether they have full information. Without context, the
conclusions will be misguided and based on false assumptions. Just think of how much money
your frontline cashier thinks you are making in profits (and depositing direatly into yo
pockets) when he sees how much the till brings in on a busy sales day. This limited knowledge
likely leads the cashier to the assumption that you are rolling in cash.

Like my colleague, my parents also opted not to share financial inforn@gen with

Village’steam. They had no specific reason for their decision; it was just their natural instinct,
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the way it was done. Their employees had no idea where the company stooddrom month
month or at year’s end. Team members simply went to work day after day, never knowing
whether they were about to be laid off or if they had just broken the company’s historic sales
records.

When | worked for them while attending university, my parents were training me to
eventually take over the store, so unlike other emplagaasyy W reen Village’s financial
workings. From one day to the next, | was intently aware of whether we were ahead of the gam
or struggling in sales; either way, the knowledge motivated me. Whainead, waranted

to see if we could set new records. When we were behind, | worked harder to catch up.
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Once during this time, aveorker asked me if yeadate sales were ahead or behind
of the prior year’s numbers. My co-worker explained that my pasdrad never divulged such
information, and he was curious about whether his hard work was resulting in increased sales.
was surprised to discover how interestedaagkeo was in obtaining some basic knowledge
about the company’s performance. His curiosity made sense: Without the information, he
lacked an important source of motivation.

As savvy as they were, my parents’ “don’t ask, don’t tell” approach was not as beneficial
to Green Villagas an opdmook management system whereby managers and supervisors track
the company’s income, cash flow, and balance sheet. Akin to a baseball team expected to play a

game with the scoreboard hidden, employees unaware of the company’s financial progress have
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little motivation to perform. They share no common goal to rally around when they are behind;

they have no reason to celebrate when they are ahead, further distancing them from the owner.
Rather than shielding financial information, some business ownerg ne;ludi

advocate a system in which managers, supervisors, and other employees (at the very least, ke

personnel) are intimately familiar with the company’s financial position. In the words of Jack

Stack, author @he Great Game of Business: Unlockiog¢nerd Profitability of Open
Book Managemgupenbook management teaches everyone to start “thinking and acting as

owners, not as traditional employees just ‘doing the job.” A company that uses open-book

management is rewarded with a teamahtto build revenues, cut costs, improve the
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bottom line, and boost profits. Sharing numbers is not only incredibly motivating, but it also
cultivates buiyp incentive and fosters teamwork between ownership and its key players at all
levels. Instead of keegimme members in the dark, the team can work cohesively to achieve
common goals and celebrate shared victories.

In the traditional small business model, owners hide the company’s financial statements
from employees, creating a distinction between alvemmpéoyee. The problem with this
system is twofold: First, lacking any yardstick by which to measure progress, the employee
experiences no positive motivation and is moved only by fear of losing his job, never knowing
whether it is in jeopardy. Secortadding to the confusion, he can approximate the amount

of money coming in, but he has no grasp on how much is going out.
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Inevitably, employees at all levels, from top managemetitni® staft, will try to
calculate the company’s profit using whatever limited knowledge they have avalfeidelid
$8,000 today, and | was one of four cashiers working, then the company took in $32,000 today.
make $10 per hour. Eight people in total workexliegjtifts. That equals $80 per person or
$640 in wags. Deduct a few thousand dollars for cost of goods, and we still made at least $15,0
to $20,000 in profits today. At least! So why am | making a lousy 10 bucks an hour?

Most employees, especially those in retail positions, have never runfateusiness be

and have no concept of the expenses involved. They can use their own wages to calculate the
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retailer’s approximate wage and salary expenses, and they might have some grasp of the cost of
goods sold, but they lack knowledge of the other compowertisad.o

For example, after benefits, workers” compensation, and unemployment insurance
(employment insurance in Canada), a $10 per hour employee might actually cost the company
about $11.40 per hour. This $1.40 extra per hour costs a business leitbek) emp
approximately $29,000 each year. Add to this the cost of goods, rent, insurance, marketing,
advertising, office expenses, utilities, taxes, and depreciation. Uninformed team members will
not consider the rising costs of postage, signage, erniptaygeouisoftware. But an
informed employee will appreciate the company’s struggles and feel more grateful about her

$10anhour wage.
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The benefits of op&ook management cannot be highlighted enough. Instead of
feeling taken advantage of by an employer inflicted with corporate greed, employees in an oper
book system want to defend the company’s bottom line.

At Green Villagave hold monthly meetings in which we analyze the income statement
one line at a time, discussing in detail all expense categories (cost of goods, transportation,
marketing, wages and benefits, facility costs,p#heeg>equipment, and so on). If our
marketing expenses were $4,000, we explain where the money went so that our managers and
supervisors understand that the cost of sending a mailing includes such components as graphic

design, printing, postage, antikibeThey also begin to appreciate tii@peaxpenses a
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business must shoulder such as taxes, licensing fees to sell food, insurance coverage, mandatc
water testing, and countless others.
Some successful retail owners might assume the respaose thegive from
sharing such information would be, “Wow, you make a lot of money.” But the reverse is usually
true. Team members who previously assun@cdravillageas rolling in cash commonly
expras surprise at all of the little costs associated with owning a business. And, they respond b
looking for ways to cut these costs (especially whenlitbelopemagement system is
accompanied by a profit sharing plan, as described in Secret #anthepmefrom their
frontline employees and work harder to raise average sales per customer ar@rpenhour. At

Village where many of our staff members are seasonal, managers strive to hiredewer but hig
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caliber people, who are paid a premium to maintain our excellent customer service while
reducing overall costs.

When a company decides to practicebopkrmanagement, an interesting
phenomenon occurs. As your team learns more about the bugicash, fddw, debt
servicing, and the cost of operating, it starts to make a real distinction between you and your
business. They realize that you are not taking the cash out of the registers at the end of the day
and putting it in your pocket. Insteagly ferceive the business as a separate entity that
operates independently of you and requires its own budget. Like them, you take home your owr
salary. The rest of the money is used to build the business. It pays its own taxes, has its own

expenses, reqsrts own insurance, and has its own creditors to repay. In short, you are
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perceived as a member of the management team; as a team member, you are working toward
same goal as everyone else.
A surprising result of this newfound insight is that tloyeengctually develops his

own sense of ownership in the business. He no long&vownkeu make a lot of money.
Instead, he thinkBhis is greag@urcompany is very succekshegins to align himself with

the company, protecting its bottom line in the same way the owner duask Open
management stimulates pride and a sense of ownership in the entire team.
Still, many owners hesitate to open their books. If the coomgeating at a loss,

they fear they will lose key employees. If the company is operating at a profit, they fear those
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employees will be less satisfied with their compensation. While these fears are generally
unfounded, the level to which a company speulibooks will vary from business to
business.

If I had it my way, the entire staff would be part of olnoogenanagement system.
The only reason we have never implemented this policy across all levels of staff is the high
seasonality of our besis: In our flagship store, the workforce fluctuates from 10 people in the
winter to about 55 during the spring. Although it should not be seen as negating the value of
openbook management, teaching employees about all the revenue streams atedl expenses lis
on a profit and loss (P&L) statement is hard work. Without an understanding of these

intricacies, little can be gained from looking at a P&L statement, and showing such statements
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to employees who have not been taught to understand them would tnedeeméfies of
openbook management.

WhenGreen Villagmoved toward opdémok management, we set aside time every
Tuesday morning to educate our team about reading a P&L statement, explaining such things
as depreciation, defining what constitutes a reasonable return on investment, and many other
components that untrained people probably do not know. Because of the time needed to teach
an employee about these matters, engaging in comgbdetekapanagemewith all of our
seasonal workers is not feasible. Our seasonal workers, however, are given information and ye
overyear comparisons about our three Key Performance IndicatorsdleB]gverage sales

per customer, and sales per labor-timtreverone on our team influences. | make sure that
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all team members are familiar with these numbers on a daily basis, are aware of how they
compare to last year’s figures for the same time period, and know exactly how to influence them
each day.

Unlike managsrand supervisors, these team members do not know every number
down to the penny we spend on office pencils. But by sharing our KPIs with the entire team
daily, and by holding small contests and challenges related to those figures (Secret #13), we
constarly motivate the team to outperform last year’s KPIs.

For my managers and supervisors, who make up sevetirnejd@&ntbund staff
in one store, | have implemented fulHop@k management. At this level, | can most

effectively teach staff memlergtinciples of reading financial statements and what these
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numbers reflect. Full ogwok management also allows my team the most influence over all
the lines of a P&L statement. They watch the numbers reguiadydjesarggesting system
adjustment® better meet the goals. (For these team memdmerd/illageas implemented

Jack Stack’s The Great Game of Busprefis sharing program as described in Secret #4).

Green Village’s managers and supervisors have complete access to our books
and each individual line itelexcept detailed information about management, supervisor, and
administrative salaries and benefits, whikchmgped together as one line-itesed to
calculate our income statement and cash flow. Armed with this information, managers and

supervisors are better able to protect the corporate culture from the negative repercussions of
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employee disenchantmenteAdt strong weekend of sales, we froto-time hear our
seasonal staff members making comments such as, “Wow! I didn’t know you made that much
money!”
Armed with their intimare knowledge of the company’s actual figures, our supervisors
and managers alfle to confidently respond, “Yes, but did you know that we had to pay over
$100,000 to our suppliers last week?” With detailed knowledge of our financial position, our
supervisors and managers are defensive when any employee starts downatijshieqd. Inste
help create a corporate culture where staff supports the company and rejoices when sales are
With managers and supervisors standifny-side with the owner, frontline employees have

little room to complain about false assumptions oatogreed.
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And although our frontline team members do not have the same direct access to
financials, they still benefit from the full access granted to their managers and supervisors, who
are motivated by the numbers to help the frontline serve thgscaripaars (Secret #2).

It would be a lie to say that our staff members never ask for raises; they do, but no more
so than when we had closed books. Our employees’ knowledge of the company’s bottom line
actually discourages them from asking for imeye&knbw the difficulties associated with
running a business, and they recognize that a substantial portion of our budget goes to
employee expenses. They see how our expenditures compare to industry averages and apprec
that we pay them well above inglaserage. Through this education, they also understand

rates of return and the profits needed to justify the business’s existence.
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The instinct to hide financial information is a strong one. Even if an employer is willing
to consider that his own teaauld benefit from shared information, he might nevertheless
balk at the possibility that his competition might get its hands on the numbers. In reality, only
one of two things will happen if a competitor obtains your financial information: Either he will
be jealous of your strong financial figures, or he will feel sorry for your paltry bottom line. Either
way, no real harm comes to your company.

Nevertheless, all team members plvyetoVillage’s booksign confidentiality
agreements as well ascoompete agreements. At the end of every financial meeting, we shred

all papers. Although a detailed master copy of the financial records is always accessible to
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managers and supervisors, they are not peomnétaih copies of these financial records
themselves. We are open, but not reckless.

OpenBook Management for Companies in the Red

Recently, | told a colleague who owns a small cabinetry store-hlbout open
management. “Open-D00k management miglurk for you because you are operating at a
profit, but it’s not for me,” he said. “My employees would jump ship if they knew I occasionally
struggle to make payroll.” This is a common objection, but open-book management can be a
powerful toekin fact, itan be evenorepowerful for companies in the red.

A retailer’s first instinct might be to hide losses from employees out of fear that they

will lose motivation or relocate. But experience shows the opposite to be true. When staff



Page]|78

members are invested in your corporate culture (Secret #14), thexd natlyrbadmpany
when it is suffering losses. Being honest with your team about the company’s financial position
and the goals the company needs to achieve galvanizes their efforts, which in turn lightens you
burden and revitalizes the company. Of @ucsener must have a plan for getting out of the
red if he wants 100 percentibdyom his team, but if he shares a vision for the future and is
confident in his company’s ability to obtain that vision, his team will champion his efforts to
put the compyy back in the black.

Liken this to a basketball team. What if the coach were the only one who ever knew the
score? It is unlikely the players would care as much about sinking baskets or blocking shots if

they did not know which team was ahead and exerdimd out who won. If you never see
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the score, who cares about winning? But with an entire team working toward tangible,
measurable goals, each person will endeavor not only to salvage his own job, but also to be pa
of a winning team. Your companyoody benefit from a team who knows whether it is

winning, or by how much it needs to catch up.
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SECRET #4 Share Profits to Increase Profits.

Once a company has transitioned telmm#nmanagement, and the employees have
been educated on expem$e:venue screams as well as the upcoming year’s budget, the
company’s owner should institute a bonus program based on articulated goals. An employee
with a vested interest in reaching goals will obviously be more dedicated to the company’s
success apdrticipate more enthusiastically in activities designed to reach the shared goal.

Common company goals might include:

1 Increased sales through superior customer service or improved sales techniques.
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1 Successful movement of inventory througglluqy ordd-on suggestions.
1 Improved efficiency.
9 Wiser purchasing strategies as measured by inverdooyidrand profit margins.

1 Creative marketing programs that increase sales and lower advertising costs.

Most independent retailers have the same immegiaters profic sharing: “I can’t
afford it.” This is exactly the scenario in which a company shouldise profit sharing. The
purpose of profit sharing is to help a company overcome its obstacles, whatever they might be.

Retailers facing financial difficulties should create a profit sharing system that establishes a soli
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goal that allows the companyliourd to a stronger financial position and afford the pay out.
In other words, profit sharing should not be viewed as a new expense that the company will
incur while everything else remains equal. It should be seen as a tool for helping the company
reachts goals, and if goals are met, then the company staliésnhgrofits made.

Consider the terprofit sharindg?rofit sharing implies that a company has made a
profit. It also implies that the profit will be shared amongst ownership and team members once
a benchmark has been met. And that benchmark can be as aggressive as the owner feels is fai
and equitable. &rbusiness owner who claims to be unable to afford profit sharing simply is

not making sense. Basically, the owner is saying, “I cannort afford to make a profit that is too
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large.” Profit sharing does not mean that a retailer must pay its team bonuses when it does not
have money, when it has not made a profit. Nor does it mean that the retailer must pay bonuse:
when a company makes only a small profit. Rather, profit sharing means that the company is
going teshards profits (or increase in profits) #fiebusiness has already made the extra
money.

Retailers can use profit sharing as an incentive to overcome almost any obstacle. A
profit sharing pool, for instance, could be created and calculated using a formula based on
financial goals. Some retailergvhave established a profit sharing program whereby

employees are awarded points, which are later used to determine the percentage of the profit
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sharing pool each employee will receive. Points are awarded using any performance matrix tha
management hestablished. This performance matrix and scoring system can include all kinds
of behavioral habits that the employer wants to enhance in his workforce, as long as they are
measurable. For instance, a team member mentioned positively in a mysteheshop might
automatically awarded a certain number of points. If the company has a problem with excessive
tardiness, it can establish a system whereby points are awarded for employees who consistentl
arrive on time (or subtracted for those who arrive late3hiegjabprofit sharing pool and

distributing it through a points system that team members can earn is a great system for

awarding bonuses to frontline and hourly staff.



Page|85

A colleague of mine has devised a scoring system based on five key habits he wants t
promote among his staff. Employees are rated-paoiatfagale in each of the five key areas:
safety, dependability, efficiency, creativity, and quality of workmanship. At the end of each
quarter, all of the points are added together and eaemls¢eiffpaincs, as a percentage of
the overall number of points awarded, determines the percentage of the bonus pool he receives
An employee who earned 6.5 percent of the total points given would receive 6.5 percent of the
bonus pool.

At Green Villagehe profit sharing program is tied directly to an eligible staff member’s
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