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PLANNING FOR SUCCESS 2020 – QUESTION ONE: 

 

What did we learn from last year’s sales trend?

 

Where do you start? Working through question 1, and providing an overview to assist with

your review to enable you to assess the metrics, technology, processes and platforms you

are using to manage your business, and assess what changes may 

need to be made to create growth.

 

So what did your business learn from the previous year?

As a small to medium business you are unlikely to have access to the technology of your

larger competitors, but regardless of technology constraints, it's important to monitor

your key performance indicators (KPI).

 

We provide our clients with a KPI template which is easy to operate and which provides

an easy to use platform to input and monitor metrics which are important to

understanding your business. 

 

But back to the review, what we look at:

 

1. Sales Performance

2. Customer Loyalty and Retention and Acquisition

3. Operating Productivity

4. Gross margin

5. Inventory

6. Team Reviews

 

THE REVIEW QUESTIONS: - 

 

1. What did we learn from year’s sales trend?

2. What are our customers wanting from our business?

3. Is our brand relevant? 

4. What are our competitors doing better than us?

5. Where do we want to be at the end of 2019?



Sales is simply defined as income from customer purchases of goods and services, minus

the cost associated with things like returned or undeliverable merchandise. Of course,

everyone is happy when the numbers keep going up, but the data needs to be mined

constantly for deeper meanings and trends.

 

"Past performance is the best predictor of future performance."

Reviewing sales performance allows you and your team to identify weaknesses in your

sales strategy and make changes so that you can improve the results over the next

period. You can also use the data to set realistic sales performance goals for your

business.

 

So, what should you be analysing, separated by channel and if you have more than one

store, by store:

 

• Gross Sales

• Returns

• Net Sales

• Average basket size

• Average transaction spend

• Sales by category (and/or sales per square metre)

• Seasonal trends

• Comparison to historical performance

• Comparison to budget

 

Remember sales is only one part of the jigsaw of the annual review, question two delves

into Customer behaviour.



PLANNING FOR SUCCESS 2020 – QUESTION TWO: 

 

What are our customers wanting from our business?

 

Survival in today’s economic climate and competitive environment needs more than just

low price and fresh, original product. To compete effectively, businesses need to measure

their customer experience, whether it be in store or online, so they can build trust and

loyalty with their customers.

 

Measuring customer experience is important because it gives a clear picture on how you

can improve your customer service to further grow your business. Measurement of

customer experience within your business will also help you to identify the most profitable

areas of your service model, as well as those that are not delivering measurable results for

the time, effort or cash put into them.

 

Metrics for Customer Experience: -

 

1. Customer Conversion

2. Customer Acquisition vs. Customer Retention

3. Customer Churn

4. Mystery Shopping / Net Promoter Scores

5. Customer Feedback / Focus Groups

 

Customer Conversion

Customer conversion rate is the percentage of visitors who take a desired action, in most

cases this means those who make a purchase, but can also include membership

registrations, newsletter subscriptions, Loyalty programme sign up’s, or just about any

activity beyond “just browsing”.

 

Customer conversion is measured by dividing the number of people who purchase vs. the

number of people who enter the store or visit your website.

 

Of course, a conversion rate alone doesn't tell the whole story. Conversion rates are a

simple percentage, a ratio of people who took action (purchased an item, signed up for

emails etc.) out of all the people who were presented with an option to do something (all

of the stores or websites visitors). And while a 20% conversion rate looks better than a 



10% conversion rate, your business could be generating more revenue off the 10%

conversion rate, because conversion rate doesn't take into consideration the customers

total spend. Also, not every visitor coming to your site or coming to your store intends to

purchase, they could simply be browsing products, looking for contact information,

opening hours, or returning an item.

 

It is always a good idea, to combine conversion results with monitoring the success of

other Key Performance Indicators such as Average Sale Value and Items per sale (basket

size).

 

Customer Acquisition vs Customer Retention

To measure the cost of customer acquisition divide total acquisition expenses by total

new customers over a given period.  This tells you whether your marketing and

advertising investments are paying for themselves. Over time, your cost of acquisition

should go down as growth and your brand image go up. Again, be sure to check industry

norms for your type of business to see if you are competitive. 

 

It is interesting that most businesses spend more money on acquiring new customers

than they do retaining their current customers.  According to research, 80% of your

future profits will come from just 20% of your existing customers. That means the

revenue sources you’ve been trying to find are most likely sitting right under your nose,

waiting to be nurtured and cultivated.

 

Customer Churn

The most traditional formula to measure customer churn would be to calculate the

number of customers lost divided by the number of customers at the start of the month.

 Monitoring churn allows you to consider what you’re doing to keep customers, and see

what actions might result in a higher retention rate, and therefore drive higher

profitability.

 

Mystery Shopping / Net Promoter Scores

Mystery shopping is the method by which a store or a business evaluates its teams’

performance through visiting the store, interacting with the employees and assessing

their ability to build a rapport with the customer in order to sell their products. Apart from

an evaluation of performance, mystery shoppers analyse other commercial aspects of

retail stores. These aspects could be price, availability, and quality of the product;

customer service via websites, telephones and in person; and housekeeping.  Businesses 



make use of mystery shopping to uplift their sales by improving customer experience.

Secret shoppers are hired wholly and solely to increase sales by improving the 

performance of the employees. Mystery shopping is useful not only for evaluating your

teams’ performance but also for benchmarking customer service offered by competitors.

 

One of the most fashionable metrics in the field of customer experience is the "net

promoter score," or NPS. Valuable information is extracted by a single straightforward

question: "Would you recommend this company to a friend or relative?"  NPS partly

reflects a customer's emotional loyalty. In addition, it is highly suitable for benchmarking

because many companies use it as a standard. These features, coupled with its sheer

simplicity, make the NPS a favourite with company boards and executive committees. 

Customer Feedback / focus groups

 

Customer surveys and focus groups provide the platform for businesses to directly

communicate with the customer and the feedback is paramount when determining

what's important to their customers.  Without customer feedback, a business could not

possibly meet the actual needs of the consumer.  Customer feedback also allows

businesses to better understand how customers rate and use their products versus

competitive products or can manifest in evaluating how team members treat customers. 

 

Effectively measuring these variables will provide an accurate account of the customer

experience. Businesses can understand why customers behave the way they do and also

predict how they will behave in the future. They can make business investments based on

accurate customer experience analytics that will materially improve the customer

experience and, ultimately, the bottom line.

 

Next up it’s all about the brand! 



PLANNING FOR SUCCESS 2020 – QUESTION THREE: 

 

Is our brand relevant? 

 

The bitter reality of today’s business world is that competition is cut-throat. The only way

you can survive and stand out from your competitors is through “differentiation.” And

what is it that differentiates your business from others? Your Brand!

 

Why You Should Audit Your Brand as part of your Annual Business Review: -

 

 The purpose of a brand audit is to ascertain how your business is performing in the eyes

of your customers. It offers you the following benefits:

 

• Helps you to determine the positioning of your business and to plan progressive (possibly

corrective) strategies

• Empowers you to discover the strengths and weaknesses of your business

• Guides you to align your offering more accurately with the expectations of customers

• Enables you to get up to speed with the perceptions (positive or negative) about your 

business

 

So, let’s get into how you can conduct your own brand audit…

 

Brand audits take many forms – there is no single magic format. Regardless of the form

your audit takes, the perspective is always that of the company and how the brand

supports its overall objectives. To complete a brand audit, you will need to first identify all

the possible sources of information at your disposal.

 

There are four key categories of your brand audit:

 

1. Customer

2. Market

3. Brand Image

4. Company

 

Each of the four categories has a number of sub-categories to work through (the good 



news is that you have already undertaken your customer and company categories).

 

   1. Customer

• Target market

• Audience size and segmentation

• Target expectations relative to the category

   

    2. Market

• Third-party research about your industry

• Company research studies

 

   3. Brand Image

• What is the brand known for?

• What brand elements are associated with the brand, e.g., trademarks, sub-brands, logos,

taglines

• Brand attributes / customer associations

• Points of parity / points of differentiation vs. Competition

• Visual components of the brand - online, instore, marketing, social media

 

   4. Company

• Company mission, vision and values statements

• Financial performance and trends 

 

What is important for businesses is that you are comparing both the financial and visual

aspects of your brand and that is why including the brand audit into your annual business

review is so important.



PLANNING FOR SUCCESS 2020 – QUESTION FOUR: 

 

What are our competitors doing better than us?

 

We’re about to get technical here and delve into the importance of having the right

inventory strategy, financial management, team management and marketing, so it’s going

to be heavy going – but worthwhile, we promise!   Put quite simply what your competitors

are doing better than you is working on their business rather than in their business, they

are planning to succeed, but the good news is, so can you. 

 

1. INVENTORY

 

Having the right product for your business is key to its success, but to make things even

more challenging it doesn’t stop there – you need to ensure the business has the right

levels, too much stock and you’ll need to discount effecting margin, not enough of the

right stock and you’re not maximising your sales opportunities.

 

Inventory accuracy has an effect on various areas of a business. Buying and ordering rely

on accurate inventory data to trigger the purchase of new product or supplies. Production

and planning require an accurate inventory to plan and schedule production. An

inaccurate inventory can cause out of stock items, which result in late deliveries to

customers and the potential loss of business.

 

Inventory is the raw materials, work-in-process goods and completely finished goods that

are considered to be the portion of a business's assets that are ready or will be ready for

sale. Inventory represents one of the most important assets that most businesses

possess because the turnover of inventory represents one of the primary sources of

revenue generation and subsequent earnings for the company's shareholders/owners. 

 

For growing companies, this is an important area to manage. You will find that you either

have too much inventory (cash tied up, high storage costs, obsolescence, and spoilage

costs), or not enough (lost sales, lower market share). The challenges include forecasting

inventory requirements, buying in cost-effective lot sizes, and just-in-time delivery

systems.



It is stock turn and its effect on gross margin which has seen the rise of the fast fashion

model.  A model which has been the long-awaited realisation of “lean retailing" with items

produced in small batches and within short lead times.  The fast fashion model is a whole

topic on it's on its own, so what are the most important inventory metrics to measure

(these will vary depending on your business model):

 

• Gross Margin

• Stock Turn

• Units per transaction

• Carrying cost of inventory

• Rate of Return

• Inventory to Sales Ratio

• Back order rate

 

Gross margin: The gross margin is calculated as a company's total sales revenue minus its

cost of goods sold, divided by the total sales revenue, and expressed as a percentage. The

higher the percentage, the more the company retains on each dollar of sales to service its

other costs and enjoy as profits. Tracking margins is important for growing companies

since increased volumes should improve efficiency and lower the cost per unit (increase

the margin). Improving productivity requires effort and innovation, and many companies

charge ahead, not realizing that margins are going the wrong way. What you don’t

measure probably won’t happen.

 

Stock Turn: The Stock Turn KPI measures how many times a year your business is able to

sell its entire inventory. To calculate inventory turnover, use the following formula:

 

Cost of Goods Sold ÷ Average inventory

 

Stock turnover is an important indicator of the efficiency of your supply chain, the quality

and demand of the inventory you carry, and if you have good buying practices. Generally

speaking, a higher turnover rate is better, while a lower turnover rate suggests inefficiency

and difficulty turning stock into revenue. Each sector will have different benchmarks and

norms. For instance, a fresh produce supplier will have many more turns than a

textile/clothing supplier.  To calculate the average days to turn inventory (the number of

days it takes to sell all on-hand inventory), use the following equation:

 

365 ÷ inventory turn



A high stock turn rate compared to industry norms is an indicator of success.

 

Units per transaction: The Units per Transaction KPI measures the average number of

units purchased over a period of time and compares that value to target values. Calculate

units per transaction using the following formula:

 

# of units sold ÷ # of transactions

 

This KPI provides important data about customer purchase trends, and the effectiveness

of your sales teams at moving product quickly. Each sector will have different norms for

the number of units per transaction so it's important to compare your values to historic

averages and competitors within your sector.

 

Carrying cost of inventory: The Carrying Cost of Inventory metric measures how much it

costs your business to store inventory over a given period of time. Use the following

formula when calculating carrying cost of inventory.

 

Inventory carrying rate x Average inventory value

 

Every piece of inventory that you purchase and store has some sort of cost associated

with it, such as labour, risk/insurance, storage, and freight. This metric is used to figure

out how much profit can be made on your current inventory.  Low costs and high

inventory turnover rates are indicators of success.

 

Rate of Return: The Rate of Return KPI measures the rate at which items are returned to

you. The key to this metric is providing a breakdown for the reasons why items are

returned so you can identify trends and reduce your rate of return ratio by addressing

issues at their source.

 

Inventory to Sales Ratio: The Inventory to Sales Ratio metric measures the amount of

inventory you are carrying compared to the number of sales orders being fulfilled.

Calculate inventory to sales using the following formula:

 

Inventory value $ ÷ Sales value $

 

Inventory to sales is useful as an indicator for the performance of your business and is a 



strong indicator of prevailing economic conditions, and your ability to weather

unexpected storms. This metric is closely tied to your inventory turnover ratio and, when

taken together, speak to the financial stability of your business. It's important to note that

the cost of carrying inventory means you want to sell your inventory as quickly as

possible.  A low or dropping inventory to sales ratio is an indicator of success.

 

Backorder rate: The Back Order Rate KPI measures how many orders cannot be filled at

the time a customer places them. A high back order rate means your customers are

forced to wait while you attempt to fill their order, which will adversely affect customer

satisfaction and retention in the long term.  Monitor this KPI to identify why certain items

are not in stock and to deal with trends (such as seasonal demand) that may affect your

business performance.

 

As many of you gear up for your annual stocktake, the importance of inventory

management cannot be stressed enough, get this right and your business is on the path

to success!

 

2. Financial Planning 

 

OK so that was quite heavy going but let’s keep trucking on and look at operating costs

and productivity and the four key metrics/standards which will ensure that you maintain a

healthy cashflow

 

• Monthly profit and loss

• Overhead costs

• Variable costs

• Wage to Sales

 

Those who know us also know we love a good template but it's not just for fun, 

benchmarking your productivity to industry standards or comparing your own

performance by accumulating your statistics over time will enable you to grow your

business not only through increased sales but also through improved operating

productivity. 

 

Monthly profit or loss: Profit is not simply the difference between the costs of the

product or service and the price being charged for it. The calculation must include 



the fixed and variable costs of operation that are paid regularly each month no matter

what. These include items such as rent or mortgage payments, utilities, insurance,

promotions, taxes and wages, even the salary you may not be taking yet. By recording

actual expenses against budget you are able to stay firmly in control of your business

success.

 

Overhead costs: Overhead costs are fixed costs that are not dependent on the level of

goods or services produced by the business, such as salaries or rents being paid per

month. In any growing business, these can creep up and become out of control if not

tracked carefully. 

 

By tracking them on a monthly basis, you will be able to see more clearly where spending

occurs in your business. Use this information when updating your business plan or when

preparing yearly budgets. Because overhead costs are not influenced by how much your

business earns or grows, you need to track them separately and diligently.   We provide

our clients with financial templates which have overhead costs separately monitored for

this area. 

 

Variable costs: By definition, variable costs are expenses that change in proportion to the

activity of a business. Fixed costs and variable costs make up the two components of

total cost. These include the "cost of goods sold" and other items that increase with each

sale, such as the cost of materials, labour, shipping and other expenses directly

connected to producing and delivering your goods or services. The value of tracking these

as a metric is to assure that they are decreasing as your volume is growing, and assure

that they are consistent with industry norms and competitive offerings. If your variable

costs go up, your business won’t grow, even if sales are up and customer numbers

increase.

 

Wage to Sales Ratio: Human Resource is likely to be your most important and most

expensive input, especially in sales, manufacturing and support operations. The one

constant in small business is change, so the excuse of “we have always done it that way”

is not one that a growing company should ever want to hear or use. Retail ideally should

operate at a 12% wage to sales ratio, but NZ averages approximately 18%.  By using a

rostering tool based on traffic into store you will not only ensure you are optimising sales

but also that you are operating efficiently. We have an easy to use rostering tool which

enables you to monitor your wage spend, plus will enable to optimise your customer

experience.     



Operational productivity isn't about cost out, it’s about optimising your expenses to

provide opportunity for growth.  Only by tracking and being acutely aware of your

operational expenses will you be able to achieve financial success.

 

3. Team Performance 

 

Often when business reviews are conducted the most important business asset is

overlooked - your people.  Business leaders today are finally starting to realise that there

is nothing more important than developing and implementing a strong company culture

equally focused on employees and customers. Just ask Richard Branson and he will tell

you to you put your team first as they will look after your customers.  

In a business world which is increasingly driven by exceeding customer expectations,

team member disengagement and low productivity have an extreme impact on business

success.

 

So what is your business doing to ensure your team remain engaged in delivering a

superior customer experience to your competitors?

 

As part of your business review you should also perform a skills gap analysis of your team,

where are they now and where do you need them to be to deliver your customer

expectations and to deliver business success.  A skills gap analysis identifies gaps in the

team’s performance and knowledge in areas for training and development. They tell you

what is missing, and where they need help.

 

To identify the skills that an employee needs, but may not have and effectively carry out

their job, following steps are useful:

 

• The first step in performing an analysis is to clearly identify all the skills required by an

individual to carry out his or her work. Define what ideal performance looks like. This is

known as competency profiling.

• Identify the critical and core (non-critical) skills that are needed to carry out a role

effectively.

• Once the benchmark for these competencies has been established, you can rate your

team member’s skills against each criterion – use previous review notes, mystery

shopping, KPI analysis and observations to rate skills.



We use a very simple template:

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1. Quadrant A (Motivation): If the team member has sufficient job knowledge but has an

improper attitude, this may be classed as motivational problem. The consequences

(rewards) of the person's behaviour will have to be adjusted. This is not always bad as the

team member just might not realize the consequence of his or her actions.

 

2. Quadrant B (Resource/Process/Environment): If the team member has both job

knowledge and a favourable attitude, but performance is unsatisfactory, then the

problem may be out of control of the employee. i.e. lack of resources or time, task needs

process improvement, the employee doesn’t have the necessary tools to complete a task

 

3. Quadrant C (Selection): If the team member lacks both job knowledge and a favourable

attitude, that person may be improperly placed in the position. This may imply a problem

with team member selection or promotion, and suggest that a transfer or performance

management programme be considered to move the employee on.

 

4. Quadrant D (Training and or Coaching): If the team member desires to perform, but

lacks the requisite job knowledge or skills, then some type of learning solution is required,

such as training or coaching.

 



It is important that you look at these skill sets across all levels of your business, and that

they are under constant review and improvement.  If you are managing this process

correctly, your team should be fully informed of their strengths and weaknesses, so if the

need for performance management does arise, that it comes as no surprise.

 

Team performance is centred on communication and we are big believers in ensuring that

any issues of performance or gaps in learning with your team are addressed swiftly.

 There is nothing worse than trying to change an adverse behaviour that has been

ingrained in an individual due to lack of follow up!   You will also gain the respect of your

team as they know that your business has a vested interest in seeing that they are the

best they can be in their roles.

 

By identifying your team’s skill and knowledge shortfalls, you can target training

resources on those necessary skills that require the most attention. This should result in

the optimal use of resources in terms of improving the overall performance of your

business.  Skill gap analysis also allows benchmarking and encourages tutoring and

mentoring within teams.

 

4. Marketing 

 

It’s always interesting that when times get tough Marketing seems to be the first thing

that a business cuts but without the correct marketing someone else is talking to your

clients and before you know it, you are not relevant anymore. So how do you know that

your marketing is working for you and you are getting the golden egg of ROI? We be

straight with you here, if you haven’t kept a monthly report on cost of marketing and

results this probably isn’t going to be very much fun. But, if you take the time to sit back

and look at what you’ve done and what you’d like to be doing to promote your business,

we are willing to bet this time next year, you’ll have a much happier bank account because

of your efforts. And a great system to keep track of your marketing spend going forward. 

 

So assuming you are starting from scratch. Start by taking stock of everything you’ve

done over the past year to market or promote your business. Then, make some notes

about the results each of your marketing tactics returned. This means doing things like

printing your analytics and drilling down to see how each of the various systems and

platforms you use is working for you: LinkedIn, your email newsletter, your website,

Twitter, Facebook, Instagram … essentially anything related to promoting your business 



or advertising. Go over everything to see what resulted in the most visibility and

exposure. 

 

Make a point of doing more of those things that worked, and less of the things that didn’t.

If something you’re currently doing isn’t producing any results, you may need to adjust

your activities or refocus them. But, you can’t possibly know what to do to improve if you

don’t know what’s working and what isn’t! 

 

The main point of the marketing review isn’t about getting caught up in the vanity metrics

of the number of followers and likes, it’s about the actions which delivered value to your

business, email signups, traffic to website etc. So make sure you are valuing what is

important to your bottom line. 

 

So we've got to the end of the review, now it's time to take action! 

 

 



PLANNING FOR SUCCESS 2019 – QUESTION FIVE:

 

Where do we want to be at the end of 2019?

 

We’re not sure about you but Bora Bora sounds nice! But you won’t get there if you don’t

plan for success. So what is our next course of action?  Now that you have gathered your

learnings from 2018, you can now write the footprint for 2019.

 

Performing the review, just for the sake of seeing what you have accomplished, isn’t

enough. You need to create a business review that will help your business grow and

develop moving forward.  Your annual review should be an exercise that helps you

recognise opportunities and find solutions to problems that are holding you back. It's

extremely important in planning your key focus area's that you develop a strong action

plan to ensure you deliver a successful outcome.

 

List all of the issues and opportunities that turned up during the review process. Next to

each issue and opportunity, write down the action plan(s) required to resolve it along with

expected results and a reasonable timeline.

 

In implementing any new strategy, it’s imperative to define clearly what you are moving

from and where you are moving to with respect to your company’s business model,

organisation, and capabilities. Everyone needs to know what to do. Be sure that each

major “from–to shift” is matched with the energy to make it happen.  Finally, don’t forget

to make sure your ongoing resource allocation processes are aligned with your strategy.

 

Here's a really quick example of what your action plan could look like:

 

 

 

 

 

 

 

 

 

 

 



After all your action plans are executed, monitor the progress by repeating the review

process.  Remember… a business review is a continuous exercise and must be conducted

regularly. 

 

If your business wasn’t as successful in 2018 as it could have been, conduct a review and

find out what you can do to make sure 2019 is! Take the time to find out what worked,

and what didn’t, and then do what you need to do to start doing more of what does! 

 

And don’t forget, if you need help with any of this, the Connec+ team is only a call or email

away.

 

Good luck xx

www.connectplus.nz - social@connectplus.nz


