Best Selling Items

Effective inventory management is key to successfully operating a retail store. This can be done by
makingsure every dollar you invest in inventory is effectively earning margin dollars.

Have you ever heard of the 20/80 rule? It is a concept that has been applied to almost every element of
life, and it applies equally well to retail. The 20/80 rule states “20% of the population generates 80% of
the solution.” When you apply it to retail, it means 20% of the department’s inventory generates 80%
of the margin.

There is a tag along rule that says “the bottom 5% will never be missed.” This concept can also apply
to retail inventory management. Effective retail stores use these two rules to manage their unproductive
inventory. The result is a significant increase in inventory turns and the return on investment
percentage.

Here is how it’s done:

Start by identifying items in the three areas (top 80%, middle 15%, and bottom 5%) using your point of
sale system’s best seller report. This report should rank items for a department by margin dollars earned
during a selected period.

Gabby's Gift Shop
Best Seller Repont
March 1, 2007 to March 31, 2007
ltemn 1D Qty. Sales Margin Margin % % of Sales Accum Description
YAN-114560 92 6067.4| 3295.44 54 17 17 Fireside 14 50z Jar
YAN-578460 56 1876 1201.2 64 8 22 Baybreeze Wrapped Votive
YAN-114534 95 203775 117895 58 B 28 Banana Nut 14 50z Jar
YANS7912 50 1675 10725 64 5 33 Frch. WVanilla Potpourri Tart
YAN-578534 43 1608 10296 64 3 38 Banana Mut Wrapped Votive
YAN-578457 45 1507 5 965.25 64 4 42 Storm Watch Wrapped Votive
YAN-138560 75 149925 62125 55 4 46 Fireside 3.70z Jar
YAN-115560 17231 756,93 65 3 49 Fireside 220z Jar
YAN5S78130 35 11725 75075 64 3 52 Patchouli Wrapped Votive
YAN-133460 65 1359.32 7446 85 4 56 Baybreeze 3.70z Jar
YAN-138130 66 1319.34 7227 55 4 60 Patchouli 3.70z Jar
YAN-115457 B5 1104.35 713.05 B5 3 B3 Storm Watch 220z Jar
YAN-214560 94 84506 56212 &7 2 65 Fireside Housewarmer Basket
YAN-214130 91 §18.09 54418 67 2 67 Patchouli Housewarmer Basket
YAN-115534 49 83251 53753 65 2 69 Banana Nut 220z Jar
YAN-214534 79 71021 472.42 67 2 71 Banana Mut Housewarmer Basket
YAN-13812 41 B96.59 44977 65 2 73 Freh. Wanilla 3.70z Jar
YAN-214457 71 636.29 42458 67 2 75 Storm Watch Housewarmer Basket
YAN-214504 69 620.31 41262 &7 2 77 ¥-Mas Cookie Housewarmer Baske
YAN-115504 37 62863 40589 B5 2 79 X-Mas Cookie 220z Jar
fAN-128504 37 Fic)=x] A0515 25 2 1 b kie 3.7 ¥
YAMN-57812 3 584.35 388.7 67 2 83 Frch. Vanilla Wrapped Yotive
YAN-578560 18 603 386.1 B4 2 85 Fireside Wrapped Votive
YAN-115460 35 594 B5 38395 65 2 87 Baybreeze 220z Jar
YAN-138534 34 679.66 3723 55 2 Banana Mut 3.70z Jar
YAN-578504 14 469 300.3 64 1 90 X-Mas Cookie Wrapped Votive
YAN-138457 27 £39.73 29565 55 2 92 Storm Watch 3.70z Jar
YAN-214400 41 368.59 24518 67 1 93 Baybreeze Housewarmer Basket
YAN-11412 27 405 24246 60 1 94 Frc i
YAN-115130 23 390.77 22908 59 1 95 Patchouli 220z Jar
YAN-579460 145 2175 188.5 a7 1 96 Baybreeze Potpoum Tart
YAN-579457 141 2115 1833 a7 1 97 Storm Watch Potpourri Tan
YAN-579560 104 156 135.2 a7 1] 97 Fireside Potpourri Tart
YAN-114504 24 180 132 73 1 98 X-Mas Cookie 14.50z Jar
YAN-21412 1 219.89 12045 55 1 99 Freh. Vanilla Housewarmer Bskt
YANS79130 89 1335 115.7 &7 0 99 Patchouli Potpourr Tart
YAMNS79534 85 1275 110.5 a7 0 93 Banana Nut Potpourri Tart
YAN-114460 20 200 996 50 1 100 Baybreeze 14.50z Jar
YAN-114130 13 156 90.35 8 1] 100 Patchouli 14 .50z Jar
YAN-114457 15 150 89.85 &0 0 100 Storm Watch 14.50z Jar
YAN-11512 21 103.95 B1.95 B0 1] 100 Freh. Vanilla 220z Jar
YAN-579504 24 35 3.2 a7 1] 100 X-Mas Cookie Potpoum Tart
23083545463 21665.6 ! 61 100




Once you have identified the three groups of items, then:

* Promote the items that make up the top 80% of margin, and make sure you have plenty on hand
for people to buy!

*  Merchandise or discount the 2. bottom 5%, and do not reorder these items.
* Selectively review the middle items, and limit your inventory investment in these items.

The use of these rules and an effective POS system’s best seller report can help you maintain a lean and
productive inventory.



