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5¢ * rug’ ore 6 6,526 + 72 192 3270 +54
5 Nonstore R 5 4801 + 85 83 025 + 4.6
S Mai Orde 3 2,980 +113 02 6 04 + 81
iy odayToa
oe e¢ailing 8 518 + 7 + 49
5 2,452 +10. +68
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F our ionon hese  ues co act Irving True a 23
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R ba ) arch 082, at the §- anct co
ouse C om carrid e art e Big ain Sues Shop,”
Jim nternati op des rb Jack Gimbel & n n Store,a { -owned
ting d business eliing udge,sa a a and, mo rtant,
as v toh: e thimbles Itsce alogfeat s o ore thimb him-
il - R iner st b'eacce ries!)
h . .
Mil to the so h of Jacks scre, in Ne, Yor City,
Jim may  t nerber or e ‘o ng suwa  betwee Ph ‘ephia, and Pit burgh, anl t the west n ' ilwaukee
Baltimo  n shigo D.C, o he towr o  olumbi there were Gir bel B hers, Inc., departmen’ store owned by
Marylam n  ehalpa ds ,vc ¢ imunitie n ich, fro Brmsh_ American Tqb acec Indus'r'es Lid, o BA wh':’c.h Is
tre begnn ¢ d wisre ed for h neighbo hoi shoppir based in Lond n Gir bels’ 1980 reven es were $ 9 m’ lion
centers, el 1 ryand hi ch ols ¢' reles, playgroun’s, an ofit, ho vever, /as ano her matte ~ sor ye rs ther w a
eve fires i Timeha  veitt tentire comm init'es can " ofittoherye r,nor  Supposed Gi elscom et "v h
planedar t bull asf ed T canbringaqua toli ac 's but tapre re  atMacy’s wa wvon
thaisofte m gin her o gro h ‘g>to-thelig t-bi

Although Gimbe didnof e  sore inorn

1682, it sued ac Gmbel S  ountyStors in ‘nge
men’ of itscopyri t. Jackresis . Ailh wasdoi was tsing
hisownnam o1 nabusiness hh'ss n

der planr g ha orev ed S ¢ mmunitie-

N direct impac o eaingbe n hnhe verted two
doned buildng h'chhadn b entorn wn because
‘e part of he ea1 im to oxrcun yin he aneuil . .
opping Center in 3oston  remer be the a om 193 Wi Ja te dea g eiool rietds Inever e
nitwasapublic arket,  produ esold  or e drawn car hir bu here ere elept rec:l le  andareportin 1

Satirday night. He he same wi  "a bor Pla on es id ofGimbe andB T.
imc e,wihSou Stree eapor in'o e anhatt n and

nd . venuein M wauke S'ncethen da Gimbel, th re naini g re ail me nber o the

Gimbel B cthe clan, has « ed, and t e sto es hav gone
at broke. At ou the n me of Gimbel B otters has disap-
peared from et ing,thenar ofJack G'm el & Son Country
S'ore cont'nues th's da

”

wa 81 whe hedi d. He had retired om * maing mon
and had (e oted he balance of h life to the Ente rise
indai‘cn, a ‘o ndation he and his wife cr ated in orde to pr vi'e
qua'e nd af ordab’e hous'ng. Jack al had served he lavy

Vor'd Va  inthe Pacific Ias:year, res'dertClinona aid- V enA mG celjasse awa an henGim s en ou

of usin  our nFranci onewspaj rcarried nott ng bu

him he ° fFi dom o r ountr highe tciviiana rd. | ) e ) .
o 5 whn’a Gim' diedine¢ riyNo em er1995,t e pe no
Jim'she tage tedt eaiing.}'s te asaca 0o bro- onlyran obi  ybutth stor o th “ltt'e gu 0's 00¢

ker ndata oungag Jim acted asabr ker or hmse heso upfo h rights

isfe i 1 ¢ ! .
he oduc romhisf: il svegetable gaden oa oc:'g er Ih  ritten o c as cenlv  Octob 15 Al

day er'heob ar ap eat ece anoe om ac
Geo ge n _sof n that v en Jag died he had m e ter on his de
¢1980a nu lreportf r tblI'xSu  arlets,Inc wasadd ed int g orep’ andh wmuch hefin  had ap reciat
0“Emplo e haehode ’*andce’  edthe S0t ann  sa of m o .Ih wrote ck's vidsowtcl e'kno thatt
ts o nd'n . " iswas he ear duri ichsaes assed b on hu s fame  ntinue leng afterp o topp sa il
ow,s es remo har Jbilion' A who?
h es
ome quo po " o

eo 925 GeorgeJe kn arnved Tampa. s
asse were $9 in cas’ and confide einhi a i-
eareale ta’e coon.

He wen to wo k as cerk naTam, a chain g oce
store, at asalar of awe k. Within a mon h, he w



Hav ns re en the chai s bigge t(u et. Bu e
chai 's 1 'w anajement as mos ly entee  d
Yeni ns It was time t srike u his own.’
Ge ge as a’ the ime
€
X
ot
He] arned, more and m ng house
wie st keyto ess
tm
Terew aspe meaning in d essi e ot o
“Imp Stock ders.” Allof ::hare ere  nc are o
tl'sda  mploy As of the d of 1¢ o of 8155
e pio owned lo thestock. ‘o sto sactic w eth.r
d ecti  hempl eeso withth ror't- Reir en Fund
a d Em oyee St k Ownership us, ¢ with [el ourre
S oppn Centers nc anassocia ‘compin iicha aisestte

v'u o estock ci 'ear. Inte lly,itistet dto .he“mar-
ktyrri andin t as$60 ‘hare. The marl sharefr
179la  untlt rt quarte f1980,wh neb6 ric et
ii'oefi  Nowo outth arke ever rch e tle
s ckp riodof nths not

Publix emplo omp Us

th Pub
II,Iwas ati ed

ve twocona s

and Grorg Jen ns.  ring
World }

sev ra'months tLa elend rmy

Air Force Base pre arin. au obes oftl lar ‘ast o erve
onLeyt: ndinthe.apan e ’ call hev ryf  able
fecling« ey opl ofI e ow d blix wh'c «ven hen
domin{ he own An o numb¢ o ears Mr.  nkins

ader ¢ his publ ¢

RThou ousand  ai hese two
HOW TO STEAL 500
How M lion” is .he name o a onehour yro, m

BS e'evision’s “Frontline” Tt o'dtlesto of

ecutive orficer of Pha no , a chain of d
iscoun d gsor  hich ultima'e e de! up in bankru
ecat eof audan ooked books’ vhich ncidentally, o’
udit b one of 6).

ecent shown
fichael Manus

=T

I woul recommen it o in academic o e ive voh in

trainin because it 1 esent tI  aud in detail re port t,it
presen the key p'e o uccumbed ‘o Manu n om tted
fraud amassi ebas’s al oha them :ll hestory o hov he
gotin vdandkov a e amoun grew larger and lerger he

were betoexriae
t oh vh my n

emselves. [he actual pa t'cip nts ea
y,beinthe osi on

anus  nt some of hes oen noneyonhmseif and 1s terests

new  ketball ea ue Most of the participants face a ife of
'son  shame a | old n atouching manner.
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500 §
500
500 +
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417 +
41/ 1
5.84 1
- 5.42 2 1 +
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Th gh ateindica th e c anceo deathfrom nc i
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sm ause mokel
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n h startc
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Tte ct at the p. mn ho keisrelat  higher
than e emium { whos oker ectsthata erpe-
centa e  men are moker (mo than oneja a day)
than: e men. Itaio ints fo ne of the pre um for
men: d men tartinga ge7: spremiumis % less
‘orb h enard omen, 10s L th no ers
ar ol m nare no ongera
RThough ose who

ccrued from heyddn bu

vngs o e po

a ower cost “or heir wardrobe ichdoesno e¢ om

cig rettes o ha e burn holes; a

sa ngs insurance costs because he reli el olive
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AM ALWAYS SURPR-SEO AT HOW TTLE

A an exam e
re ort (thei 5

di ‘erent).
eins o hefron cove sates {Wooivo hjisa la ge globil
ailer h oresan related supp rt facilitic n 23 coun'ries and

of [its] 19 financial e 1, the
the Uri d States, C nada,
elgium, u embourg, the
nd Hong ong.” Note: On’
d. Wha" about thc other 1

on four cont nents.... As of the c'os
on pany operated 80629 sore i
‘exico, Ge many, Fngland,
etherlands Spain ltaly, Austraia,
13 of the 23 countries ve e dentif
coun ries'

he cha'rma s report

e following g otat’ons are fro ’
nternationa’ operat’on

are' olders a d cover Woo'worth

The com 1 sresul srefle t mprovemensin sma n ov
thoein 9, when h'gh fourth uarter mar down n mo
North An r an divisions left m gins n that year u ual
de; ¢ ed

rovements as
ar'y nanum-

ere were pera ing
ec’ It "o mats par

In the United tates
wel asinse of ou
ber of our a ¢ 'on

theinter1 at on fion ou restructi red Canadian usnes -
ported improv ment n’ ot1the general 1erchar dise and

‘alty segme ts with: t 1gp riormanc redinb the
he n Grou o appa st res.
Unfcrtunae m  of the gain e 1€ eb
signi ‘can dis ppo mensin oh tion o, ations.

Th's va e aise particularly in ¢ man whe ¢ inuing
we econo co ditionsintled rtments'o re sectr
d's ourag:d 1sume ending a el'asinM co herea
p bema’c »dnomy odepress u
n he bod port do n do
of'ows:
D tore S
m 977 Uni ed
n 584 Germar 2
h 456 C:nada 88
Mex'co
Tt rewa do no US m
as “ollow
zci. It Unitec 9
, zcialt Cinada 9
G neral  chan ise U.S 3

Gene al me chand'se Ger
Gene al me chandise Car  a
Gene al me chandise Me: o

Net, nre tate

Toss 1sal W oleo t

To
Ttere are w ti corsidenif di narra ‘'ve orm; hus it s
diffi ult, if not ‘'m ssibl to know ha ki ds of s'ores a e owned
in2 counriesan eb eftor’c othecompan

e followir sthe ull re o1t retail operations, stretch’'ng we
mNewZ andtoSp n nd e United Kingdom,a re oitedb
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one of ny fao n ernationa com anies, Dai Farr
Internat a’ Holdi  Ltd., on tle 13 cou ries in whict  oper
aes. D yFaim’s quarters is 'n Hong Kong ‘althou it hat
re-incory a‘ed n uda should China hmt free-e rprise
commer 1 cti n ngKong when t become parto ina).
HONO NO The a very comp
reta” sa’ resl gg's

We ¢ me improved ales and profit during % ear how

er,. ar etshaedecli ed esiure onrenta ¢ s contint
and Ith gh cr s were ot highas reiousy s,
ren co ha d b dasa rc ag ofs sincel198 In
199 nin new ipt m rhe’sy re end,b ngtheto o
19 ‘an rd pem ket;: d e Nel e Xtras es
whi pr de 1¢ct dedf h » an, Ne'leome so
com :n« dpl nig ran p Ju ion ity of 18 D00
sq. t Ne Tm re. is le abl chanto fer
aw eafrh oda p ide an llen opp ‘u-
nity in d o h

7-Ele en, our 300-s rong conven 1ain__ e or ned

satisfa orily in a difficult tradin nv'ronm  Co * pressures
ccitinu but we are making a  aificant  etm

su ort s'ems,whichwil'pron a

Ma nings onr drugs ore ch anexce'ent rwih

goo growth insal:s an p ofi e e drendi ngtte
yea byanumrberofma eingpro rams.' eo en:d stor s
inl 95,anda earend ehad” mitsm ingth:tl arget
cha oitsty inHog o1g
DK e our ellcate.sen and sand chba chain, a not
ergood arw hstronggrowtl inb hsale and pr t
end of © 5, we had five delicte sand20san ¢ a
Sevenn o tletsare} annedin i
IND ES!' In October 199 we signed a Tec nical
Assi e A ement with he M a group o provide assis-
tanc runn tsdscount g oce stores. We see tinis as an
ex it  oppaortuniy to partic’ a in the rasidly growing
Itdko nom t
JAFA  Wellsa e our 69 1
Seiyt g p, commer ed opi 1 ed
fiur to ,wih 2 morepla 1 as
pres tn, a good «p ortunily e
trad ona me h ds o doing Hu a
jong exm poet, h veer a
inve me over hen tfew e
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M Co Stora, e, 0 r50-50 oin v nture hada
sal ‘act yea It 1ghno new stores ere o, ened. Sales
ha im oved,and e ro ssof reposi oning he tusiness
ha om eiccdw h 1e trc lu tionof ou first Wellsa e dis-

co ntof r.

S NOA ORE Co Storage enc hi supe EURO E
kets, b in ing hetot o 18, wh eone E nvenie ¢

tore and seven Guarc ph maci  ere o en d bringin

heir totals to 77 and  re ective e Ol er's Su e

and barsh  gool: rtandw ended e earwithfi e
sore  verall apore idagoo ea w | ronggrowh

sa'es nd jrofi but un ties for expansion a
cause of t e difficul ating su  able si'es.
AIWA el awan continued to in reas
ofi do n ma et became moe com|
he, owho  hindepend ntand :ignre aiier One
ma rco pe o now c'osed mos o it : stores and we are
epos ion  ou e continue  ofen new ou 3t
xpc ol pe storesby1 y arend.
anning an encoura ng ear, with strong saie
_ow i in uni s, inclu ng ne oute's. Critica

mass has now een chieved and pro began be gene
‘ed in the last qua er.

TR

emar ti e nie ngdom emair d nensey

Franklins achieved an 8 4 g owth nsales as ad' m, rove- ti've,i all rt pant usedo thep cin of basicg

ment on the pievion year s growth a'thoughth e v asaslight tem K S esr nseha eent forcos s

allin marke" shae.  gnsin he tix & o he ear vere ings en efutherpri .reducuor andto pro itsran

affected by a particul gh” velof com eiti n butw saw ofp wduct: The ‘ntensit of the competitionr ulte nanu
couraging end n the s cond ait o th ear with ber "com etitors abanc ning 1 he 'scount s tle ma

im v g marg . overallresu we how ver, domi- ket ot po'entiale rants canceling thei

na b the exce chage a )

at men ide ddur g he

e “No I ills” g ery business be'ng e engneered
p o eoperatin e ciencies, and our s s ems are benng , ro-
.sively upg ade | Franklinshas wa rel don eshfoods
- ippl d  smal loc: raders perating from adjacent
s,butc sume dem dforex nded trading hours has
fu many o these unde esue. Inman areas we h ve,
the efo e d cided o of e us omers the ' enefit of one-s op
sh pp'ng exper'e ce,a ou new Big reh and Frank ins
ecei ngg accepta ce. During
the ear e p 1 6 ranklin F gh BgF eshoutl s
andtvo o rills tc e ‘ranklin no ope alesa oa of2 5
m.ions ft.o'se ng pace s
be consi erable e tmen 'nth 0
nt ewnsin 1 ng

NEW ZEALAND oo worths our New Zea'and super

mar e opera on hadagood ear, thsalesup10 % andp of

t increased b These resu s ere combned hasa's
ctory gain marke hare Duringthe earou thre ¢
erereposi edfo den onsumer appeal, and the was

major ea nc o Big Fresh forna ncorp  ng the

ra lin “No r1ill  ocery offer from Au ralia.  aresuit
ha *--- £ ‘noa a rein- R ough hareh d¢ h e ortwo d ou refe
mer a B.g esh d n ew rec ve’
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‘dower needs | urance to cover livng

expenses  perhaps, the ¢ ending th children to
college.
Of our e, if the newspa e repor correct n hat cigaret e m
ifa “urc rs knew hat nicotme is a e ndtla they knew how

ma
we
be

pui “e the n'c: ‘ine so as to
er heveynaue o addc
in the ha it no matte wha

e ‘he addiction stronger o
eiimina’es lhe possibiiity o
ctellst esmo e thatheo

she o daquit

WHERE SRE LINO ASA
Retail Asia, published n S ngapore, reaches nto and reports on
retailln in Brunei, H g Kong, Indonesia n, Mala sia he

Phili p es, Singapore ai an, and Thailand

n just one issue tt olow  subects ere co er offering

ou deradvice 'han ound man US ub’caio

roceed witk Caut n.”

et(m n hitsonad but

of credit card t aisa. ions, etc., ihere v s a
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e theprodu tefoebu 'n th
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a seven-mi'lion
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A ce: ‘Sun a Pr n'd was the story
sq re-foot, m'x d d ¢ men (6500105
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co escom ete with hot Is a -floo officett e a ice-ska

rin ec. e .
Se—Art e Quin aSu 1 Ad Cam
cif'c b e
18, p _8( )
Sir ¢ ’
A e Retalligi C spce”waswritenb, Ga b
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above e ersvryfon
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horte

ven headsvere a . ensormatic, Ge adis B Fu
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isher/Editor An ew o et ia
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at‘Fob Kahn e me"
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pai n sto sN r¢ romand  Visa/Miste d
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he Soci Secu nu
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lanesan Soci Se u
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n he January 99 RT, Isumm  dthe 1' 45 Annual 1 eport o

h Board of Trustees of he ral Olc-A  and . urv'vors

urance and Disability Insuran ust Funds  poine outthe
fo Il hness of the trustees' 75-ye ecast, sho g the difference
be ween heir high cost estima’e, hwoul r out of “unds by

20 7, a"ow-cost est'mate, wh'ch u n . toj funds and a

m dium-co t estimate, which w n o out 2031. The
s'ees “assumed” no chang s in av
[ h
(3 a vl
ot

d th law personsre eiving t enefits between the ag  of 65

Iv an h e ‘outside earnings” of more han $11,! ( orfei
.o en for every $3 earned above $11,520. Thetea about
00,( )ber ciaries in this gro . Thenevlawjrovae  thi
‘poi of fc eiture” tobein re d beyond the old law. 2002

orfe revw notstartuntlou e earnings pass$ 0000! ost of
he¢ )000 “n longerhave feitire and the utleys m the
rust nds  in rease.

rus ees. Fundsma b
en though the low-cos

tThough Wa tt R ort
ecut o nou neri ha 02
ssumpt'on avn ru o

Many retai'e sae hurt bt empo ees' h)don und stan tha
heir prima y jobis ose v customersso hat they will wantio me
b cktothesore gainan again and again. Peoplemaye n 1t
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hest re

1e most importani s o as le person sto e sensitive o h
shes of the customer Un ortun ely, it cannot be taught.
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Some skil needed a a’ sperson are easy o teach: s ore e abl a o the oducsyot sell wh her arei,a arces or
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WALL STREET HAS CHANGED WITH
ITS CUSTOMERS! HAVE YOU?

The tables which appeared on May 28, 1996, in The Wall Street
Journal were based on many sources: the U.S. Department of
Commerce; the U.S. Bureau of Census; “Share Ownership in the
U.S.,” a study prepared by Lewis H. Kimmel at the request of the
New York Stock Exchange; the Brookings Institution, Washington,
D.C.; and the New York Stock Exchange’s share-ownership surveys
of 1956, 1962, 1965, 1970, 1975, 1980, 1981, 1983, 1985, and 1990.

Consider that Wall Street’s product is shares of stock. In 1959, 23%
of Wall Street’s customers had three or fewer years of high school;
by 1990, this group was only 4% of its customers. On the other end
of the education scale, in 1959, 29% of Wall Street’s customers had
completed four or more years of college; by 1990, this group made
up 48% of its customers.

In 1995 constant dollars, a customer’s median income in 1962 was
$43,399, while, 33 years later, again in 1995 constant dollars, the
median income was $56,485. Did Wall Street adjust to this change in
customers? It appears so.

If there was that degree of change in the customers of Wall Street,
isn’t it safe to assume that a similar change has taken place in the cus-
tomers of retailers?

In 1987, the Census Bureau split its department store group into
three types of department stores: conventional department stores
(Macy’s, etc.); national chain stores (Sears, Roebuck, J. C. Penney,
and Montgomery Ward); and discount stores (Kmart, Target,
Wal*Mart, etc.). However, the share of the department store busi-
ness has also changed:

Percentage of Market

Type of Department Store 1988 1995
Conventional 32.1% 231%
National chains 24.6 17.6
Discount 433 59.3

In eight years, it appears that conventional department stores have
lost about 28% of their share and that national chains have also lost
about 28%, while discount stores have increased their share about
37%. Do these figures match the type of change that has taken place
on Wall Street? Have conventional and national department store
chains adjusted as well as Wall Street? It does not appear so.

ACCOUNTING PRINCIPLES USED BY EACH
RETAILER MAY NOT BE WHAT YOU THINK

Unfortunately, there is no central source setting forth how each
retailer accounts for various expenses or how to compute something
like same-store sales.

VOL. 31, NO. 8

MY STOMACH STILL CHURNS FROM READING...

Veterans of Foreign Wars
of the United States Donors*
You know their characteristics:

Direct Mail Responsive
Traditional
Loyal
Americans

These traits make them perfect, PROVEN prospects
for a wide variety of consumer appeals...
the continuations prove it!

Publications
Continuity Clubs
Merchandise
Food/Gift
Health Information
And, of course, non-profit
mailings of any stripe.

*Note: YFW’s donor list is separate from its member list, which is
not available.

RThought: My first thought after reading this full-page ad in
DM News: for which war — Korean or Vietnam — did the per-
son responsible for the ad dodge the draft or move to Canada?
Does this person merit classification with us as American citi-
zens? Idon’t want him!

RThought: First, if you are a member of the VFW, start a
protest. Second, if you donate to the VFW, stop. Third, tell
your post what the VFW is doing to people who, perhaps
not members, contribute money to the work of this great
organization.

RThought: Many members of the VFW are on in years and
are “soft touches” to be taken advantage of.

Note: I am not a member of the VFW or the American
Legion, but I do belong to the AFA, the ROA, and the TROA,
and I support local American Legion youth activities.

What constitutes a same-store situation?

1. Would adding 10,000 square feet to a 100,000-square-foot
store constitute a same-store situation?

2. Would adding 25,000 square feet to a 100,000-square-foot
store constitute a same-store situation?

Continued



3. Would adding 50,000 square feet (as would be the case with
a supermarket addition) to a 100,000-square-foot store
(keeping in mind that supermarkets do more per square foot
than general merchandise) constitute a same-store situation?

What about preopening expenses?

1. Should they be expensed as incurred?

2. Should they be expensed the month the store opens?

3. Should they be expensed at the end of the year?

4. Should they be capitalized and written off over 10 years?

What about markdowns?

1. Should the entire stock on hand be marked down to a price
at which the goods will sell?

2. Should the goods be marked down at the register, as sold,
one at a time? (This overvalues inventory and increases profit.)

What about co-op advertising?

1. Should it be recorded as received?
2. Should it be taken at the amount the advertising department
“thinks it will get” at the time the ad runs?

What about advertising?

1. Should it be capitalized?
2. Should it be expensed as incurred?
3. Should it be expensed as paid?

How should a retailer depreciate store fixtures (including man-
nequins): over 5 years? over 10 years? over 20 years?

How is goodwill amortized? 5 years? 20 years? 40 years?
(Whenever goodwill is generated, there’s always someone who’s
under the impression that the acquisition was a bargain and that
abnormal profits will be forthcoming, forever.)

Should the cost of opening charge accounts be amortized over 12
years (the average life of an account) or expensed as incurred?

Generally Accepted Accounting Principles (GAAP) aren’t so gen-
erally accepted; even if they were generally accepted, they can be
bent, bruised, and beaten.

RThought: Most of these principles have been used in one form
or another, yet we compare the profit of one store with that of anoth-
er as if both computed profit exactly the same way. Unfortunately,
many of those who use the reported Proﬁt of retail stores believe
they are comparing “apples to apples.’

PERSONAL BANKRUPTCIES

Consumer Trends, published by the International Credit
Association, recently provided detailed bankruptcy information by
state and by judicial district within each state (California, for exam-
ple, has four districts: Central, East, North, and South). Although
there was a wide variation of bankruptcies by states in 1995, the year
saw an overall 12.1% increase over 1994.

The states with an increase of 10% or less were:

New York 9.54% Colorado 7.271%
Florida 8.94 Massachusetts 701
Nebraska 8.89 Wyoming 474
Indiana 8.77 California 2.94*
Oklahoma 8.35

*California’s local recession is ending.
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The states with increases of more than 20% were:

Arkansas 38.49% Pennsylvamia 23.17%
Maine 31.73 Montana 2283
Hawaii 30.08 South Dakota 21.58
Vermont 28.10 Iowa 2091
Delaware 25.74 North Carolina 20.74
New Mexico 2423 Washington 20.53
Idaho 322 Kentucky 20.24

RThought: Couldn’t one assume that the increase in personal
bankruptcies of 95,000 (from 780,000 to 875,000) has affected retail
sales, particularly during the Christmas season?

The same 12.1% that showed up in bankruptcies also showed up in
the fourth quarter of 1995 increase in installment debt (excluding car
leases, which is a substitute for car installment debt and which is
increasing).

Outstanding debt in January 1996 was as follows:

$ billions
Components _Outstanding
Revolving $ 400*
Auto 356
Other 219
Total $1,035
*First time at $400 level

RThought: This information is important when analyzing
trends in retail sales. If you are not receiving Consumer Trends,
you can subscribe by writing to International Credit Association,
P. O.Box 419057, St. Louis, MO 63141-1757; $100/yr. Say, “Bob
Kahn sent me.”

HAS JOB SECURITY IN THE U.S. DECLINED?

Among the reasons given for limited retail sales increases, along
with too many stores, no new styles, dressing down, no substantial
increase in middle-class income in five years, a decline in new home
sales, bad weather, and a few other explanations which retail
“experts” are quoted as giving to reporters, is a lack of job security.

The Research Department of the Federal Reserve Bank of San
Francisco (P. O. Box 7702, San Francisco, CA 94120) took a look at
this subject recently and issued a full report (No. 96-07) with the title
above.

First, the researchers quoted a study (Farber 1995) which measured
job security based upon average job duration. The study found that
since the 1970s the typical length of time that a job lasts has changed
very little. Then, the researchers tried another measure: Who initi-
ated the job termination, the employee or the employer? They
found that the share of unemployment attributable to permanent
dismissals and cyclical responsiveness as a cause of dismissal has
increased and that the permanent dismissals have increased by an
amount equal to the decline in layoffs. As the researchers suggest,
the increase in employer-initiated dismissals is the reason for the
increased concern about job security.

It was further suggested that the reason this fact is concealed in most
job duration statistics is that more people must be trained for jobs
today compared to the 1970s, when the employer sought people
already trained in trades. The reduction of the percentage in the
work force working under union contracts is another factor. The
permanence of dismissal versus layoff, though both render an individual



FEATURE REPORT

A FEW THOUGHTS ON COMP-STORE SALES

First, let’s look at the June 1996 comparative-store sales as a mea-
sure of a retail company’s success.

Company June Total Sales June Comp Sales
Wal*Mart +13.5% + 58%
Sears +10.1 + 1.7
Dayton Hudson + 90 + 26
J. C. Penney + 06 - 04
Federated + 1.7 + 15
May Company + 63 + 02
Dillard + 50 + 10
The Gap +320 +120
PriceCostco +11.0 + 70
Best Buy +300 + 70
Pier 1 +214 +16.4
Waban +10.6 + 23
The Limited + 80 + 10
Kmart + 10 + 37

Consider these numbers carefully. Which company has unusual
numbers?

You will immediately see that the numbers for Kmart are different
from all of the others. Now that you know that Kmart’s numbers are
different, can you detect what is unusual?

Except for Kmart, the total sales increase for June was greater than
the comp sales increase for June. In the case of Kmart, its sales for
the month were up by 1.0%, but its comp-store sales were up by
3.7%, or more than the change in total sales.

Since June of 1995, Kmart has closed about 200 stores. Kmart would
have closed its lowest-performing stores, which usually means that
sales were dropping against the prior year or years. If these are
excluded from its comp stores, then the ones which remain open are
the ones that did not nave declining volume. Removing the stores
from the total sales accounts for the small increase in the total June
sales. If you take the lowest-performing stores out of the comp-store
group, then the remaining comp stores will show a better increase in
comp sales.

At the same time, all of these companies are increasing their number
of stores (including Kmart, which is adding supercenters). The vol-
ume of the new stores is reflected in the small increase in total sales
for June.

Despite the worthlessness of comp sales as a measure, every retail
stock analyst in every report I have seen on retail chains has a com-
ment on comp sales as though it were a golden yardstick.

Wal*Mart is not showing the double-digit increases in comp-store
sales it showed for many years — and we are reminded of this almost
every day.

Now, let’s look at the growth in the number of WalkMart stores
without regard to the type of store (i.e., discount, supercenter, Sam'’s,
or international).

Year End Stores Added Total Stores by
January 31 dnring Year End of Year
1986 NA 882
1987 147 1,029
1988 m 1,200
1989 162 1,362
1990 161 1,523

1991 197 1,720
1992 207 1,927
1993 216 2,143
1994 315 2,458
1995 342 2,800
1996 143 2,943

In the year ending January 31, 1987, 86% of its stores had been in
operation more than a year. In the year ending January 1996, 95%
had been open more than a year.

If we agree that stores show the most growth in the early years, when
95% have been open more than a year (as in the year ending in 1996,
as compared to 86% in the year ending in 1987), then it is less likely
that same-store sales can continue to increase, regardless of when
retail stock analysts say that a portion of the new stores (high
growth) is declining,

These analysts seem to believe the theory: “The older the store is,
the greater the rate of sales growth.” That is the only theory upon
which analysts can, rightfully, criticize any fast-growing retailer such
as Home Depot, Circuit City, Best Buy, Office Depot, etc., because
the same-store sales growth does not keep up with the pattern when
an increasing percentage of their stores have been open more than
one year (and, thus, out of the new-store growth period).

If sales per square foot increase, then several factors come into play:

1. Sales for a store will increase without having to add space to
the store.

2. A store’s expense rate will drop as fixed expenses such as
utilities, maintenance, property tax, dcprcciation, and rent
drop as a percentage of sales. (This has been true of
WalsMart: analysts did not realize that much of the drop in
WalxMart’s SG&A expense percentage was due to increas-
ing sales per square foot.)

And there are factors which few understand or even think about.

In 1988, when visiting some newly acquired WalkMart stores in
Albuquerque, New Mexico, I found that they were the most uncom-
fortable stores in which to shop that I had ever seen. I couldn’t
believe that customers would want to shop in them just for lower
prices!

In chats with Sam, I often pointed out that most retailers believe the
formula for greater sales per square foot is “run more ads + stuff
more goods in store = higher sales per square foot.” My belief was
that the formula should be as simple as “number of customers x
length of stay = sales per square foot.”

I'told Sam that we had to concentrate on the phrase “length of stay”
and gave him four recommendations:

1. We must never have an aisle, any aisle, that is not wide
enough for a shopper with a shopping cart to pass another
shopper with a shopping cart. Neither shopper should have to
give way.

2. We must have the cleanest restrooms in town so that no

shopper will ever say, “Let’s go home. I have to go to the
bathroom.”
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A FEW THOUGHTS ON COMP-STORE SALES (continued)

3. We must forget the old saying, “A customer who is sitting is
not shopping,” and provide shoppers with places to sit.

4. In the larger stores (then, 80,000 square feet), we must have
coffee available catercorner from the snack bar so that peo-
ple would be refreshed and continue shopping.

I won on the first three points but never won Sam over on the hot
coffee!

Sam, as always, was willing to experiment if it made sense to him.
Let me quote a letter from Sam dated November 30, 198%:

We had a study made of our new 110,000 prototype
the other day. We have about 12 of those units around
the country and, surprisingly, they are doing more
per square foot than the average new 80,000-
square-foot stores we have been putting in. We
hadn’t thought that would happen, and it is an inter-
esting discovery...I don’t know...whether it is to be
one of the results of opening up the aisles and giving
them more space even though we have given them
about the same merchandise assortment we had in the
smaller stores.

Regardless, the customers seem to like the expanded
space and the presentation, and are responding in
kind. [Emphasis added.]

The 110,000 stores at the time had tile floors in their restrooms, dia-
per changing tables in both the men’s and women’s restrooms, and
vinyl wall coverings for easy cleaning. The restrooms were supposed
to be checked every two hours but seldom were. Iam sure that many
store managers believed they would receive a larger bonus by saving
the money “wasted” in checking restrooms every two hours.
Customers would never tell a manager that they terminated their
shopping rather than use the restroom.

Benches were placed in the stores, some in the wide aisles. I also
suggested benches near the ladies’ dressing rooms with small TV sets
attached to the arms of the benches so that men could catch their
favorite sport on TV while their wives shopped — and the same for
ladies in the tool and sporting goods departments. My research
amongst the sayings of one of my favorite “business sources,”
Confucius, uncovered that 2,500 years ago he said, “Woman can
shop longer than a man can stand.”

Since then, I have sent back pictures of benches pulled to the inside
aisles and covered with merchandise. Some store managers have a
habit of not understanding that serving customers is important.

I believe that all of the top management know the results of Sam’s
test. Twelve stores is a pretty good test. But you would never know
that the test proved something that had wide application. Watch for
yourself. Visit a supermarket with narrow aisles and note how often
shoppers will not go down an aisle because there is another shopper
with a cart blocking the aisle while deciding which item to buy.

I recently visited several local Wal%Mart stores. In the newer
stores, with race-track aisles wide enough to put displays in the cen-
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ter and still have enough space on either side of the display for shop-
pers with carts to pass going the opposite direction, the aisles were
not blocked. In the older stores with narrower aisles, however, there
was no such room.

But part of the problem in the stores is that despite a powerful com-
puter setup, which Wal%Mart has (the largest memory unit outside
the Pentagon), it apparently records what is in stock in each store but
not the cubage of what is in each store. Thus, each store must take
what it is sent. Often, the only place goods can be put in many stores
is in the aisles.

This situation is exacerbated by building stores with smaller and
smaller backroom space. I have been told that some have as little as
10%! I recently saw a news article which reported that WalxMart
is being sued by a city for violation of the zoning code because
Wal*Mart had (if I remember correctly) 13 trailers in back of the
store because it could not get all of the merchandise into the store!

It appears to be so easy to forget what customers demonstrate they
like — and then to blame the customers. (Note: The Target stores
that I have visited recently have done a muct better job of providing
and protecting the aisles.)

Even with the knowledge Wal*Mart has learned about aisles,
rounders in both the men’s and the women’s apparel are so close
together that many shoppers avoid the departments because push-
ing their carts amongst the rounders will knock merchandise onto
the floor.

There is further proof as to the importance of “length of stay.” In
the 110,000-square-foot stores, management began to find that far
too often on a routine (nonholiday) weekend the parking lot would
be full despite the traditional ratio of five spaces per 1,000 square
feet. Thus, stalls were increased by 20%, to six per 1,000 square feet.

About four or five years ago, long after confirmation of my formula,
Philip B. Miller, chairman and chief executive officer of Saks Fifth
Avenue, gave a talk at the annual meeting of the National Retail
Federation. Miller told what Saks had found in reworking one of its
women’s floors:

1. by placing rounders further apart, even though it meant
fewer pieces on the floor, sales increased;

2. by abandoning the belief that if someone is sitting they are
not shopping, Saks put chairs and couches in all of its cubi-
cles and — guess what? — sales increased; and

3. by improving the restrooms, customers remained in the store
longer.

RThought: Miller learned in 1992 what Sam learned in 1988-89.
RThought: My suggestion is to try it. I know you will like it, and

your customers also will like it. And most important, at the same
time, you will make money by making life easier for your customers.



eligible for unemployment benefits, has made an impression on
those still active in the work force.

Remember the old story: If your neighbor loses his job, it’s a reces-
sion,; if you lose your job, it’s a depression; and if your wife loses her
job, it’s a panic!

A cause of concern about job security is the federal law which
requires a 60-day advance notice of layoffs by firms employing 50 or
more. It appears to me that local newspapers compound the prob-
lem in their race to be the first to headline job terminations so that
everyone in town will know of the layoffs. The final number of lay-
offs is usually fewer than the initial public announcements. As an
example, AT&T originally announced 40,000 layoffs earlier this year
but now predicts many fewer. Firms with retirement plans fre-
quently offer accelerated retirements in lieu of layoffs.

RThought: I have yet to see a comparison of the total announced
layoffs versus actual layoffs at companies such as IBM, Sears,
Boeing, etc. Retailing would have a major interest in such a study
because it is precisely these announcements which cause concern
about job security and which, in turn, impacts the willingness of the
working public to shop at our stores.

Note: In reading the monthly bulletins from the retailers’ associa-
tions in New Zealand and several states in Australia, I note that the
growth of the recent legalized gambling in the two countries is fre-
quently referred to as a diversion of discretionary expenditures from
retail stores, a reason seldom mentioned within the U.S.

Here, in the U.S,, starting with the 1930s, casino-type gambling was
allowed only in Nevada (mainly in Reno, which was then larger than
Las Vegas). Many states allowed pari-mutuel betting at horse races
and legalized dog races. As for card rooms, they were either legal or
tolerated. The first big expansion in gambling was in 1963, when
New Hampshire established a state-run lottery, the first legal lottery
since 1890. By 1993, 37 states had lotteries. (When California estab-
lished its lottery, almost every supermarket sold tickets. Stores
reported to me that the value of lottery tickets sold matched the dol-
lar decline in their food sales. However, the tickets had a gross mar-
gin of only 5%, much less than the gross margin on food.)

The next major change in gambling was in 1978 when New Jersey, in
an attempt to revive Atlantic City, made casino gambling legal in
that city. Only two states followed: South Dakota and Iowa. In casi-
nos and on riverboats, bets were originally limited to $5.

In 1988, Congress passed a law permitting gambling on Indian reser-
vations. By 1993, there were 185 Indian gaming operations, many of
which were casinos. In 1993, the Mashantucket Pequot tribe in
Connecticut opened the second largest casino in the world. One
Indian tribe wanted to establish a casino on its former tribal land in
downtown Detroit but was blocked.

In 1990, Indiana, Louisiana, Mississippi, and Missouri authorized
riverboat gambling. And in 1992, Louisiana authorized what would
be the world’s largest casino on a downtown site in New Orleans.

People in the gambling industry believe that gambling will continue
to expand and that new technologies may be adopted, even foresee-
ing the time when people will be able to bet on sporting events
through interactive TV and computers. The industry’s take (i.e.,
sales) is probably more than $400 billion a year, about one-third of
store retailing’s, if one excludes automobiles, service stations, and
restaurants.

Despite its growth, retailers in the U.S. seem unaware of the vast
amount of money diverted to legal gambling as a reason for less
than satisfactory retail sales.

ARE WE RUNNING OUR CORPORATIONS
ACCORDING TO THE LAW?

Most states have corporation codes similar to California’s, so I will
use the California Corporation Code as a basis.

Chapter 3 of the code deals with “Directors and Management” and
covers corporate powers exerciseable by the board; delegation of
day-to-day management; closed corporations; validity of sharehold-
ers’ agreement; liability for managerial acts; and corporate formali-
ties. [Emphasis added.

The following is a pertinent section of this article:

(2) Suhject to the provisions of this section and any limitations in the
articles relating to action required to be approved by the shareholders
or by outstanding shares, the business and affairs of the corporation
shall be managed and all corporate powers shall be exercised under.
the direction of the board. The board may delegate the manage-
ment of the day-to-day operation of the business of the corpora-
tion to a management company or.other.persons provided that the
business and affairs of the corporation shall be managed and the
corporate powers shall be exercised under. the ultimate direction
of the board. [Emphasis added.}

The California courts have spoken to a corporation’s duty to stock-
holders. Here are some decisions.

Corporate authority has been conferred upon trust and confidence
that it shall be exerted with a view to advance interests of stockholders
and not used with purpose to injure or destroy that interest. Wright
v. Oroville Gold, Silver and Mining Co. (1870) 40 C 20.

Directors owe a duty to all stockholders and must administer
duties for the common benefit. Remilard-Dandini Co. (1952)
405,241 P2d 66 Federal Employees Distributing Co. v. United
States (1962) 206 F Sup 330.

Corporate directors owe duty to all stockholders, including minority
stockholders, and must administer their duties for common benefit.
Burt v. Irvine Co. (1965) 237 CA2d 828, 47 Cal Rptr 392,

There are many more cases where the courts have held that the
directors are responsible to the shareholders and must work for
their benefit.

There are a number of parties who are interested in the results of a
company’s operation:

1. the stockholders, because they own the company; and if the
company is publicly held, the market value of their shares
will depend upon the results of the operation;

2. the directors, because they must act under law and because
they may also hold stock and/or options;

3. the management, because their income (and job) may
depend upon the results and because they may also hold
stock and/or options;

4. the institutional investors, because they want preference
notification of good or bad news;

5. the trade press, because they want to be the first in reporting
either the good or bad news; however, when doing so, they
are prone to reporting rumors on the chance that the rumors
may be correct; and

6. the analysts, not because they like being the bearers of nega-
tive news regarding a company’s stock, but when there is pos-
itive news, they prefer to tell only potential investors in
advance.

To elaborate on the last point, analysts, who may not own any stock
at all, appear to have a priority claim on news, even before the direc-
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tors and immediately after the management. Because directors have
established policies permitting management to provide information
to analysts, the following has been established insofar as access to
good or bad news goes:

1. management, because they keep operating figures confiden-
tial (except in cases like Leslie Fay, in which it appears that
the figures released were unknowingly falsified by some of
the officers and members of management);

2. analysts;

3. reporters, who have access to the analysts’ reports;

4. directors, because director meetings are held four to 12 times
a year; and

5. stockholders.

RThought: Idon’t believe this is how our system of stockholders-
directors-management is supposed to function. The system must be
cured by the directors if they are to fulfill their obligation as directors.
In the best of all possible worlds, anything told to an analyst or to a
reporter will be immediately sent to all stockholders, a process which
may be unreasonably expensive, but management must decide which
is such that it will “advance the interests of shareholders” (see
Remilard-Dandini Co.).

Companies vary greatly in the amount of information included in
each quarterly report: directors should “direct” management as to
the minimum amount of information which is to be provided to
stockholders.

SHORT SHORTS

The FTC continues to get tough on false advertising. I am
sure that readers of RT have seen advertising for the Miracle Ear.
Perhaps some with declining hearing, such as I am experiencing, are .
tempted by the ads to buy and try it, something that, according to the
ads, appears to be such a simple aid. For all who have been tempt-
ed, be aware that Dahlberg, Inc., the maker of Miracle Ear, has set-
tled with the FTC on charges of false advertising and has agreed to
a $2.75 million civil penalty for making “false and unsubstantiated
claims about the features, performance, uniqueness, superiority, or
efficiency of its hearing aids. RThought: Remember the old
admonition: “If it seems to be too good to be true, it probably is not
true.” RThought: Keep in mind the thought that if your ads
appear to be too good to be true — and are not true — those who
read them may complain to the FTC. And if they are too good to be
true, I may be finding your name as well in FTC News Notes.

Remember when Automated Teller Machines were a
novelty and society had not decided how far behind a user you
should stand — not too close to appear that you were trying to get
the person’s PIN number and not too far back so that someone
might get ahead of you in line? All of that appears to have been set-
tled, according to The Nilson Report (No. 620, May 1996): during
1995, 119,328 new ATMs were installed. A majority of the new
installations were 23,844 in Japan, 24,300 in the U.S., and 27,418 in
Europe. There are now 618,296 ATMs worldwide. RThought:
Japan, with half the U.S. population, will soon pass our number of
ATMs!

RETAIL MONTHLY/YEAR-TO-DATE

SALES COMPARISON
(Unadjusted $ millions)
Year-to-Date
SIC MAY Percentage Five Months Percentage
Code Category 1996 1995 Change 1996_ 1995 Change
52 *Bldg Matl Group $13,163 $ 12,293 + 71% $ 50,773 $ 48,740 + 41%
57 *Furniture Group 10,917 10,142 + 16 52,226 48,355 + 8.0
571 Furniture Stores 5,592 5,273 + 6.0 26,937 24,455 +10.1
572 Appl, TV, Radio Stores 4,509 4,250 + 6.1 22,179 20,084 +10.4
5941 *Sporting Goods Stores 1,964 1,726 +13.8 8,492 7,659 +10.9
5942 *Book Stores 757 720 + 51 4,039 3,916 + 31
5944 *Jewelry Stores 1,839 1,402 +31.2 7,145 6,125 +16.7
531Pt Conventional Dept Stores 4, 1 4,258 + 43 19,173 18,528 + 35
531Pt Natl Chain Dept Stores 3,165 3,134 + 1.0 13.963 14,479 - 3.6
Subtotal 7,606 7,392 + 29 33,136 33,007 + 04
531Pt Discount Stores 12,622 11,323 +11.5 54,313 49,888 + 89
531 *Department Stores 20,228 18,715 + 81 87,449 82,895 + 55
539 *Misc General Mdse Stores 5,062 4,909 + 31 22,175 21,602 + 27
541 *Grocery Stores 34,524 33,122 + 42 183,132 157,341 +16.4
56 * Apparel Stores 8,370 8,890 - 58 40,872 38,376 + 6.5
561 en’s & Boys’ Stores 813 783 + 38 3,688 3,681 + 02
562,38 Women's Stores 2,931 2,813 + 4.2 12,268 13,060 - 60
565 Family Clothing Stores 3,316 2,964 +11.9 14,865 12,952 +14.8
566 Shoe Stores 1,684 1,628 + 34 7,355 7,045 + 44
591 *Drug Stores 7,515 7,155 + 50 36,027 34,305 + 50
596 *Nonstore Retail 5,511 5,442 + 13 27,338 26,385 + 36
5961 Mail Order 3,529 3,442 + 2.5 18,013 16,869 + 68
*Retailing Today Total
Store Retailing} 109,850 104,516 + 51 519,628 475,699 + 92
*»*GAF TOTAL 53,237 49,657 + 72 236,800 223,094 + 61

tExcludes car dealers, auto supply stores, eating and drinking places, service stations, and some specialty stores.

*Included in Retailing Today Total Store Retailing.
**General, Apparel, and Furniture.

For further information regarding these figures, contact Nancy Piesto, Services Division, Bureau of Census, Washington, D.C. 20233; telephone 301-457-2706/2708;
fax 301-457-3677. For a subscription to Monthly Trade, Sales and Inventory Report at $57 per year, contact the Government Printing Office, Box 371975M, Pittsburg,

PA 15250-7975; telephone 412-644-2721/2828.
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SEPTEMBER 1996
CHRISTMAS PLANNING

In case you missed it, Women’s Wear Daily recently reminded retail-
ers of the short interval this year between Thanksgiving and
Christmas: 26 days versus 31 days in 1995. But don’t panic: check
your R'z{ittern of sales for 1968, a Leap Year, with the same change
from Monday to Wednesday and with five fewer days.

If your advertising for the weekend of December 14-15 is a strong
“CHRISTMAS IS HERE” campaign, without panic markdowns,
the December 15-18 period, or even longer, should have good
response. Most people do not realize that “Christmas is next week”
until sometime in the period between December 16-20.

If weather is sometimes a factor (for example, 8 inches of snow), you
may want to contact Strategic Weather Service at 610-640-9485.
Through this service, your competitors, firms such as Sears,
Roebuck; J. C. Penney; Carson Pirie Scott; Maurice’s; Charming
Shoppes; Wal*Mart; Kmart; and a growing number of others already
have a fairly good idea of Christmas weather in your area.

RThought: I have been pushing Strategic Weather Service since
1977. At last, retailers are using and benefiting from it!

NUMBERS TO PONDER — REVISITED

This heading appeared in the 1996 issue of RT. It dealt not only with
declining memberships in such organizations as the PTA, League of
Women Voters, Lions, Elks, Shriners, Masons, and Jaycees but with
a decline in the percentage of eligible voters who vote. I pointed out
that lack of participation is destroying much of the society in which
many of us grew up, a society made to work by broad participation.

Here are a few excerpts from responses I received to the article.

Letter from a partner in a Big 6 accounting firm: “I observe in many
businesses around our community a decline in support for these
organizations. Profit pressures, downsizing, and the like.... Tused to
be on a nonprofit board — now I don’t have time. I used to work
with the United Way Budget Committee — but now I don’t have
time. I used to be a Rotarian — now it doesn’t fit my schedule. I
also used to have fun working with these organizations and enjoyed
the different people who served there — but now?”

Letter from a longtime retailer in his 60s who liquidated his business
and retired: “I think it’s a very serious situation and I'm delighted
that you wrote about it.”

Letter from the retired vice president of a major high-tech company,
who has moved to another state and now lives in a small town:
“Locally, I've been impressed to read recently about all the kids par-
ticipating in volunteer activities, things nobody in my high school or
college group did. The kids are more conscious than my generation
was of the need for ‘service’ to society. Our company encouraged
volunteerism — it’s in the statement of the Corporation Objectives.

Continued
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THE MUSIC GOES ‘ROUND AND ‘ROUND

An item in the June 1996 issue of Discount Merchandiser
announced that Toys “R” Us is about to open a 43,000-square-
foot Babies “R” Us store in Westbury, N'Y, with 20,000 SKUs.
It plans to open 10 additional stores this year and 50 next year
— almost like Starbuck’s coffee shops!

After reading the announcement, I was driven to my files,
where I found that the Interstate Department Stores’ 1968
annual report stated: “In November 1966, the company
acquired the four-store Children’s Supermart chain in the
Washington, D.C., area and established toys as a fourth divi-
sion.” (The other divisions were department stores in small
towns, White Front discount stores on the West Coast, and
Topps discount stores in the Midwest.) The acquisition
brought Charles Lazarus to Interstate. (It is my recollection
that the Children’s Supermart stores had both baby furniture
and clothing as part of their “supermart” concept.)

Interstate landed in bankruptcy, but its subsidiary, Toys
“R” Us, was making money. Lazarus refused to go into
Chapter 11 bankruptcy. Instead, he took over the parent
company and offered Interstate creditors a 50% cash pay-
ment plan plus the option to pay the balance in installments
(creditors were to and did receive 100%). The corporate
name was changed to Toys “R” Us.

Lazarus worked for all of his years as CEO for the same small
salary and the same percentage of the profit. Lazarus benefit-
ed only if the stockholders benefited.

Few bankruptcies ever end in this manner.

In my file, there was a press release dated August 24, 1971, in
which Sol Cantor, then CEO of Interstate, announced: “..the
new 90,000-square-foot shopping center to be called Children’s
Village, a totally new concept in retailing, and may be extend-
ed not only to other geographical areas but to areas of mer-
chandise other than those it will carry at the outset.... Initially,
Children’s Village will contain a 60,000-square-foot Children’s
Bargain Town discount toy supermart carrying toys, bicycles,
and children’s furniture; a shop to be called Togs-R-Us, devot-
ed to clothing in the infants’, boys’, and girls’ categories; a com-

lete selection of shoes for all children’s age groups; and an
ice-cream parlor.”

RThought: Current Toys “R” Us CEO Michael
Goldstein is just picking up what his teacher, Charles
Lazarus, didn’t have time to execute with the rapid, world-
wide growth of Toys “R” Us.

RThought: ...and the music goes ‘round and ‘round!




“[Does] company management discourage volunteerism as an unjus-
tifiable ‘cost’ of business? Or are people so anxious about keeping
their jobs that they don’t dare take time to volunteer? Or are peo-
ple so busy they don’t have the time? I've noticed a decline in our
industry of management support in the major trade group. Is it
unethical (i.e., is there a conflict of interest) if companies support
some of their employees who participate in professional societies?
Or politics? Or school boards? What if different employees have
different interests/concerns/goals/philosophies? What if the stock-
holders don’t agree? How much support should be financial and
how much should be verbal?” (Note: This man was once on his
local school board and once headed a very large professional associ-
ation — on company time.)

RThought: From 1946, with time out for recall during the Korean
affair, I worked in Oakland, about 10 miles from my hometown of
Lafayette, where I was active in the local United Way, as well as in
the Bay Area United Way, at the board-of-directors level, and later
represented Alameda County in the United Bay Area Crusade (five
counties). I also served at various times on the boards of Fannie
Wall Children’s Home and Day Care Center, the Red Cross, the Boy
Scouts, the Girl Scouts, and other organizations.

After Lafayette, a town now of 23,000, incorporated in 1968, I
became active on a local level. However, probably 80% of the peo-
ple who live in Lafayette work elsewhere. Lafayette is a small, all-
volunteer city, working with a minimal professional staff, but many
residents take little part in its affairs and its organizations. They are
more likely to do what I did: the husbands are active where they
work, especially executives, and not active where they live, while
their wives are active in their town of residence. The same problem
exists in many suburbs.

APPLAUSE, PLEASE!

The following short item appeared in Supermarket News,
June 3, 1996:

Food Lion of Salisbury, North Carolina, and the City of
Charlotte, North Carolina, have received the National League
of Cities’/Food Market Institute Neighborhood Partnership
Award for promoting supermarket access in underserved com-
munities. Food Lion and Charlotte won the award for the
chain’s store No. 635 in the city’s Northwest Corridor. Before
the store opened in December, residents had no local source of
groceries, Food Lion reported. The store now serves more
than 13,000 customers weekly.

I'm not sure which of my emotions is the strongest: happiness,
because a company in the supermarket industry assumed its respon-
sibility to the society in which it both practices and prospers due to
the free-enterprise system, or sadness, because there are so many
areas in so many cities where there is no clean supermarket of ade-
quate size, offering both merchandise at a fair price and jobs —
including training — for minorities. Too many of the chains want
money from the minorities but will not give them jobs.

On the opposite coast, in my territory, the City of Oakland,
California, is concerned because the last supermarket in West
Oakland may close. My father was born in West Oakland 106 years
ago and was reared there. It is now an area which is predominantly
African American. I became aware of this part of Dad’s history
when I showed him the Fannie Wall Children’s Home and Day Care
Center after I became the first male and the first white member of its
board of directors. It was owned and operated by the Federated
Negro Club Women of Northern California. Dad’s home, in which
it was later housed, had a rated capacity for 35 children, with metal
fire escapes from its three floors.

Oakland has many Safeway and Lucky supermarkets. However, it
has been about 35 years since Safeway closed its doors in West
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Oakland. It closed because the NAACP was picketing the store in
an attempt to shame Safeway into hiring more African Americans
who resided in the area. As far as I can remember, there never was
a Lucky store in West Oakland.

RThought: Iknow that Vons supermarkets have been successful
in minority areas in Los Angeles and that Pathmark has been suc-
cessful in New Jersey areas. If you, my reader, know of other super-
markets which have had experienced success, please let me know so
that I can recognize them.

IS THERE GROWTH LEFT FOR WAL XxMART,
KMART OR TARGET?

The June 24, 1996, issue of MMR analyzed the market share held by
the largest general merchandise discounters in the 50 largest mar-
kets. In most cases, the three largest — Wal*Mart, Kmart, and
Target — were listed. However, in some cases, only two of the
largest were named.

The table below shows the positions held in the 50 markets:

Rated Rated Rated Rated
Company Nol No2 Neo3 Nod4

WalkMart 20 10 6 1
Kmart 10 25 10 2
Target 9 9 12 0
Others 11 5 7 2

The “other” companies were:

Biggs Hills
Bradlees Lechmere
Caldor Meijer
Fred Meyer Venture

None of the three major discounters were rated in all of the 50 major
markets, Their penetration is as follows:

Kmart 47
WalxMart 37
Target 30

The three major discounters have no fear of entering a market
which already enjoys one or both of its major competitors. Most
of the new store’s volume will be lost from department stores
(both conventional and national chains), drug stores, specialty
stores, and, as they develop their supercenters, from supermar-
kets. There will be continued growth from two other factors:
population growth and inflation.

RThought: In addition, each of the major discounters has added
over the years:

National fast-food outlets
One-hour photo services

Opticians

Photo studios

Video tape rentals

Package wrap and shipping services
Catalog services

Pharmacies

Discount travel services

And they have enlarged the scope of departments:

Office supplies (competition with
Office Depot/Staples/OfficeMax)
Toys (Toys “R™ Us is feeling the competition)
Fashion (private-label apparel)
RTA furniture
Foods (private-label cookies, sodas, etc.)
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A SECRET METHOD FOR IMPROVING SERVICE AND MORALE

Has your people/personnel/human resource department (in order of
preference by most associates but disregarded by most manage-
ment) ever determined how many full-time and part-time associates,
with ‘a minimum of one-year service, have not completed high
school? (The reason I suggest a minimum of one-year service is so
that you can determine those whose quality of service is satisfactory
or better.)

If you should happen to have these statistics, you should check with
a local school district for the availability of a GED (General
Equivilancy Diploma) program. If you have five or more associates
who indicate an interest in obtaining a GED in any one school dis-
trict, fund both the preparation and the testing.

If an employee attended high school but did not graduate and the
school still exists, the diploma is issued by that school; if an employ-
ee never attended high school or the school no longer exists, the
diploma is issued by the State Department of Education. Possession
of a GED means that the graduate is eligible for admission to a two-
or a four-year college on the basis of having completed high school
and, possibly, other requirements.

If there are other significant employers located in the same town as
your store, ask their people/personnel/human resource department
to similarly determine prospects for the program. Ask them to bear
their proportionate cost; but if they don’t, you bear the total cost.
Good news spreads fast: you will make customers who will never
leave you, no matter what competition comes to town. And you will
have proven you are interested in them for more than their dolf,ars, the
first thing a customer wants from a retailer.

If you counsel these associates, you will find a variety of hard-luck
reasons which explain why they never completed high school: a
teenage marriage, a pregnancy, hard times on a farm, a parent’s lost
job, a death in the family, etc. Many associates may never have
heard of a GED, but all of their lives, they will have felt handicapped
because they did not complete high school.

Don'’t be surprised if a number of your associates pass the GED test
without having taken the preparation course. Many non-high school
graduates are unaware of how much they have learned without a
teacher. from reading books and newspapers, from listening to or
watching the news, from thinking things through, from talking to
people who did graduate from high school or college, or, perhaps,
from helping a child through high school.

You won’t be a pioneer. One way or another, more and more peo-
ple are learning about the GED. In 1995, 724,000 people took the
test and, of those, 523,463 (72%) received their GED, the largest
number since the rush at the end of World War II, when discharged
members of the armed forces took the test so that they could take
advantage of a college education under the GI Bill.

The test is not limited to people like you and me with normal eye-
sight, hearing, and no other serious handicap: In 1995, those taking
the test in Braille, from audio cassette, or in large print increased by
19%, while some 5,000 were afforded helpers who would mark the

Now that Jordan Marsh has become part of Macy’s, I can
tell you that the first sales transaction of the Jordan Marsh Company
in 1851 was the sale of one yard of cherry colored ribbon by Eben
Jordan to Louisa Bareid, his friend. Friendship is the basis of confi-
dence, and confidence is the basis of success. The store was 145
years old when it became Macy’s; Eben Jordan was old enough to
have been the father of Rowland Hussey Macy. RThought: I
don’t believe anyone bothered to record the last customer.

SHORT SHORTS

test taker’s answers, a 17% increase over the previous year.

GED graduates are in the company of some famous people. For
example, you may laugh at the humor of Bill Cosby, who earned an
MA and EdD from Massachusetts University after having been a
student at but never having earned a degree from Temple
University. Not only did Cosby advance without a high school diplo-
ma but, with a GED, he earned his master’s and doctorate degrees
without a bachelor’s degree! (Note: Bill Cosby and his wife recent-
ly gave a multimillion dollar gift to Spelman College, which is main-
ly a black women’s college in Atlanta.)

U.S. Senator Ben Nighthorse Campbell is another GED graduate
from the 1950s, having earned his GED while serving in the Air
Force. Recently, he walked through commencement with the grad-
uating class of Placer High School in Auburn, California, the school
from which he should have graduated in 1951 — 45 years late!

I have told the story previously of how I learned about the GED, but
I would like to tell it again. In early 1945, our Army Air Force
Service Group (SP) landed on Leyte. Our flying field at Dulag was
still under construction, so we were assigned space in a quagmire. It
took several weeks to drain and clean up the area. After we finished
the project, the question was how to keep 700 men active and out of
trouble. Thus, we started Quagmire College. From the 700 men I
was able to find about 45 who could teach courses from English to
history and from math to econ without any textbooks. I was then
informed of the GED program and received complete information
from the Sth Air Force Headquarters on Leyte.

In my squadron, the last men to join us in training were about 30
whom we called “The Dead-End Kids” after a group from the 1930
movies. They came from lower Manhattan, with the heaviest of the
“kids” weighing about 130 pounds, but they all had a good 200
pounds of energy — so much energy that my first sergeant had them
play football every afternoon after work to dissipate some of it!
None had finished high school. The same was true of another group
in their late 20s and early 30s who had quit school in 1932-35, at the
bottom of the Depression, when they were needed on Midwest
farms. It was from this latter group that I learned many could pass
the GED test without the preparation program.

None of us knew then what a wonderful thing the GI Bill would be!
(The bill still exists, but it is not as inclusive.)

The GI Bill is one of the best investments ever made by our govern-
ment. I can guarantee that over the years since World War II those
who went to college have paid far more in income tax as a result of
their better education than they would have paid during the past 50
years had they not gone to college. The country benefited from a
better-educated work force.

Unfortunately, there are still 45 million adults who hold neither a
high school diploma nor a GED.

We retailers would benefit through our associates and our new loyal
customers by backing the GED program.

I had always thought that CPR was a way to save the life
of a person who had stopped breathing. Not any more! The
Conference Board is having a seminar on a new sales analysis tool kit:
CPR (customer conversion, penetration, and retention analysis). It is
to be held September 27, 1996, at the Grand Hyatt Hotel, New York,
New York. Contact the Conference Board by telephone at 212-339-
0345 or by fax at 212-980-7014. Perhaps the fees — $595 for an associ-
ate and $680 for a nonassociate — may require a bit of the “old” CPR!
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HAVE YOU ANSWERED THE CALL TO ELIMINATE SWEATSHOPS?

The following is a list of retail firms which have answered the call of the U.S. Labor Department and the National Retail Federation to put

an end to children working in substandard sanitary conditions, often earning as little as the equivalent of less than $4 for an eight-hour shift.
If a company is a subsidiary, its parent company is shown in parenthesis, along with article ?rhe) if part of the corporate name. (
Abercrombie & Fitch (The Limited) Foot Locker (Woolworth) Modell’s Sporting Goods
Accessory Lady Fortunoff Montgomery Ward & Co., Inc.
Aeropostale (Federated) Frederick’s of Hollywood NFL Properties
After Thoughts Galyan’s Trading NM Direct (Neiman-Marcus)
Ann Taylor, Inc. Gap (The), Inc. Newport News, Inc.
American Apparel Manufacturers Assoc. Gaylord’s National Corp. Nicole Miller
Army and Air Force Exchange Service Gerber Childrenswear Nordstrom, Inc.
Baby Superstore Gilmore Brothers Specialty Stores Northern Getaway (Woolworth)
Balliet’s Gingles Department Stores Northern Reflections (Woolworth)
Banana Republic (The Gap) Gitano Old Navy Clothing Store (The Gap)
Bath & Body Works (Intimate Brands) Going to the Game Oshman Sporting Goods Services, Inc.
Baum’s Goldsmith’s (Federated) Pace Management
Beall’s, Inc. Gottschalks Parisian
Bergdorf Goodman (Neiman-Marcus) Guess, Inc. Patagonia
Bergner’s Gymboree Corp. Paul Harris Stores
Best of Times (The) Harris Co. (The) Penhaligon’s (The Limited)
Bloomingdale’s (Federated) Haverty Furniture Co., Inc. Pfaltzgraff Co.
Bon Marche (The) (Federated) Hecht's (May) Rackes, Inc.
Bon-Ton (The) Henri Bendel (The Limited) Renberg’s, Inc.
Boscov’s Hills Stores Co. Reynolds Brothers, Inc.
Boston Stores Hit or Miss (TJX Cos.) Robinson’s (May)
Brookstone Hudson’s (Dayton Hudson) Ross Stores, Inc.
Brylane (The Limited) Infinity Sports Routzahn’s
Bullock’s (Federated) J.C. Penney Co., Inc. S&K Famous Brands
Burdine’s (Federated) Jacobson Stores, Inc. Saks Fifth Avenue
C.R. Anthony Co. Jessica McClintock Sam’s Club (WalkMart)
Cacique (The Limited) Jordan Marsh (May) S.F. Music Box Co. (Woolworth)
Carlisle’s Searle
Carson Pirie Scott Kaufmann’s (May) Sears, Roebuck and Co., Inc.
Cato Stores Corp. (The) Kellwood Co. Spencer Gifts
Kids Footlocker (Woolworth)
Chadwick’s of Boston Kids Gap (The) (The Gap) Spiegel, Inc.
Champs Sports Kids “R” Us (Toys “R” Us) Sports Authority (The)
Charter Club (Federated) Stern’s Department Stores, Inc. (Federated)
ClothesTime, Inc. Kinney Shoes (Woolworth) Stone & Thomas
Cole Department Stores Kittle's Structure (The Limited)
Kmart Corp.
Cole National Lady Foot Locker (Woolworth) Superior Surgical Manufacturing
Colorado Lands’ End Talbots, Inc.
Contempo Casuals (Neiman-Marcus) Target (Dayton Hudson)
Dana Buchman Lane Bryant (The Limited) Timberland
Dayton Hudson Corp. Lazarus (Federated) TJ Maxx (TJX Cos.)
Lerner New York (The Limited)
Dayton’s (Dayton Hudson) Levi Strauss & Co. Toys “R” Us
Eddie Bauer, Inc. (Spiegel) Limited Too (The Limited) United Retail Group, Inc.
Edison Brothers Stores, Inc. Venture Stores
Elisabeth Renberg’s, Inc. Liz Claiborne, Inc. Victoria’s Secret (Intimate Brands)
Express (The Limited) Lord & Taylor (May) W.H. Smith
Macy’s East/West (Federated)
Famous-Barr (May) Marshall Field & Co. (Dayton Hudson) Wal*Mart Stores, Inc.
Federated Department Stores, Inc. Mast Industries (The Limited) Weaver’s
Filene’s (Federated) Weinstock’s (Federated)
Foley’s (May) May Department Stores Co. Woolworth Corp.
Footquarters Meier & Frank (May) World Foot Locker (Woolworth)
Mercantile Stores Co., Inc.
Mervyn’s (Dayton Hudson) ZCMI
Mixit

RThought: Does your company sell apparel and other soft goods? Is your name on this list? If not, write to Robert B. Reich, Secretary of

Labor, 200 Constitution Avenue, Washington, D.C. 20210, for information.
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RThought: Once upon a time there were 100 or more American
car manufacturers. Gone are the Auburn, Cord, Duesenberg,
Hudson, Kaiser, Henry J, Marquette, Nash, Peerless, Pierce-Arrow,
Reo, Rockne, Sears, Stanley Steamer, Star, Studebaker, Stutz,
White, and more that I cannot remember. Also gone: are such
insignias as La Salle (General Motors), Edsel (Ford), and DeSoto
(Chrysler). We also saw the time when our population reached 150
million people and companies like BMW, Honda, Hyundai, Mazda,
Mercedes Benz, Nissan, Saab, Subaru, Suzuki, Toyota, Volkswagen,
and Volvo appeared on the scene and made a profit — all because
GM, Ford, and Chrysler did not and could not please all of the
American consumers.

The idea that three major discounters — Wal*Mart, Kmart, and
Target — can please all customers who want value pricing just does
not ring true in our competitive, free-enterprise system.

The same can be said for Federated, May Company, Dillard’s, Sears,
J. C. Penney, and Montgomery Ward: they will not be able to please
all department-store customers and thus will have local, if not
national, competition.

Knowing the territory and knowing their customers will mean contin-
ued growth for Carson Pirie Scott, Dayton’s, Hudson, Kohl’s,
Marshall Fields, Proffitts, Younkers, and others which are led by
executives who are ambitious and innovative and who can inspire
their associates.

RThought: Remember that 1962 was a vintage year: Harry B.
Cunningham started Kmart; John Geisse started Target; and Sam
Walton started WalMart. That period of retail innovation ended
in 1992, 30 years later, when all three passed away. (It should be
mentioned that Woolworth founded its Woolco stores in 1962, but
they had been liquidated or sold by the early 1980s.)

We may never again see such a period.

THE FTC IS AFTER PRICE FIXERS

June 10, 1996: The Federal Trade Commission announced that New
Balance Athletic Shoe, Inc., has agreed to settle FTC charges that it
fixed the resale price of its shoes in violation of antitrust laws.

June 10, 1996: Precision Molding, the leading supplier of wood
products used to construct frames for artists’ canvases, has agreed to
settle FTC charges that it attempted to fix prices and restrain trade
in the market for these products, known as stretcher bars.

June 17,1996: The FTC has given final approval of a consent agree-
ment with Budget Rent-A-Car Systems, Inc., settling charges that it
engaged in deceptive practices.

June 17,1996: The FTC has given final approval to a consent agree-
ment with NordicTrack, Inc., settling charges that it made false and
unsubstantiated weight-loss and weight-maintenance claims in
advertising its machine.

RThought: What will happen if the Republicans win and the FTC
is eliminated to save money?

RThought: Beware!

NEGATIVE OPTIONS ARE AN

UNCONSCIONABLE WAY TO DO BUSINESS

I believe “negative options” are wrong, yet many businesses still per-

sist in using them. Take, for example, the Book-of-the-Month Club.
If you do not return the card which is hidden amongst its monthly

mailing, you will receive the next “Book of the Month.” That’s
exactly what happened to me in January. While recuperating from
surgery, I tried to keep up with clients by telephone, but I certainly
did not tackle the almost 2-foot high stack of mail which awaited
me— it wasn't a high priority.

Then, I received a book I had not ordered. I proceeded to search
through the mail and learned that the “choice” was mailed, a book
which was of zero interest to me, because the club had not heard
from me. I marked the package “Refused” and took it to the post
office. That move prompted a letter from the club scolding me
because I had done it once before, as a member, about six years ago!
However, when I had complained on the previous occasion, I was
told that the club would put me on a “positive option” list.
Obviously it never happened. My remedy to this situation was res-
ignation from the Book-of-the-Month Club, even though I had accu-
mulated more than 20 credits which could be used against the pur-
chase of future books. (There are also record, cassette, and CD
clubs operating on the same basis.)

Another example of a “negative option™: a four-page communica-
tion from Wal*Mart that I recently received. The first paragraph
after the salutation read:

The purpose of this letter is to introduce the Shareholder Investment
Program (“Program”) to shareholders of WalxMart Stores, Inc.,
effective immediately. This Program was developed to provide
enhanced and cost-effective services for WalkMart shareholders.

In glancing the document over, I realized that it was a dividend rein-
vestment plan, something that I, as a consultant, had suggested many
years ago but had been told would be too expensive. (I remain
unconvinced.)

I began to read about the plan but stopped after reading, “If you
wish to be enrolled in the Program to reinvest...,” because I wasn’t
interested in reinvesting my dividends.

Then I received a telephone call from a cousin of mine who has been
a stockbroker for over 40 years. He told me that Wal*Mart was
using a “negative option” and faxed me a copy of the cover letter he
had received. The forth paragraph, in boldface, read:

If you wish to be enrolled in the Program to reinvest your future
dividends toward the purchase of additional shares through the
Program, you do not need to complete the enclosed Special
Request Form. You are automatically enrolled under the full-div-
idend reinvestment option.

Then, the next to last paragraph stated that in order to continue
receiving dividends by check I must “complete and sign the enclosed
Special Request Form” and return it to “First Chicago Trust by June
7, 1996, in order for [my] July dividend to be paid in cash.”

When WalkMart was recently added to The New York Times list of
most widely held stocks, it had, as I recall, about 250,000 sharehold-
ers. It’s hard to believe that I could have been the only shareholder
who didn’t read every word — just because I wasn’t interested in
reinvesting my dividends.

When this plan takes effect, I plan to write WalJ*Mart a few days
later to ask, “Where is my dividend?” because it is my belief that a
“negative option” is not legally valid in this case.

RThought: In addition to the cover letter, Wal*Mart also includ-
ed a page of “Questions and Answer” (note that one answer is
assumed to fit all questions since “questions” is in the plural and
“answer” is in the singular). One question and answer, in particular,
bothered me.
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What options do I have with future dividends?
«.Shareholders owning 201 or more shares will receive
cash dividends unless they elect [positive option] to have
their dividends reinvested....” [Emphasis added.]

There was no such distinction made in the cover letter. Since I have
“201 or more shares,” I did receive a check!

The source of the shares bought with the reinvested dividends is
not given. If the shares are bought on the market, how long after
the dividend date? Is this just a way to give management some
additional “buy pressure” with the hopes that it will boost the
price of the stock?

RThought: I could ask WalkMart these questions, but it is the
responsibility of WalkMart to give correct information to all of its
shareholders, regardless of whether or not they own more or fewer
than 201 shares.

RThought: No matter what the answers may be, I don’t believe
“negative options” have any place in retailing, especially among the
practices of the largest retailer in the world.

DO RETAIL ANALYSTS UNDERSTAND
ANYTHING ABOUT THE RETAILING CALENDAR?

The June 1996 issue of Discount Merchandise headed one its articles
“Wal*Mart’s Aberration?” and quoted Steven J. Shuster, a retail
analyst with First Manhattan Consulting Group: “We all know that
WalkMart has changed. In spite of negative comparable store sales
for April, Wal%Mart had positive earnings for the first quarter, up a
penny [per share]. But if same-store sales dip two months in a row,
then maybe it’s not an aberration.”

The aberration is that people may write for, edit for, and publish a
retail magazine but a firm claiming to be a “consulting group” may
not always remember 1) the fact that Easter, unlike the 4th of July
and Christmas, is on a different date every year and 2) there is a lot
of buying at Easter: clothing for both youngsters and adults, candy
and baskets for Easter egg hunts, extra groceries for family gather-
ings, and more.

In 1995, Easter was April 9; thus, extra volume fell in April. In 1996,
however, Easter fell on March 31; thus, extra volume fell in March.

As long as analysts, consultants, and magazine publishers refuse to
refer to, or try to comprehend, the impact of retailing’s calendar, I
would recommend that retailers stop reporting March and April as
separate months and report only a combined figure.

RThought: Try changing Mother’s Day from May to June in alter-
nate years and see what happens to monthly comparisons. Or don’t
analysts and retail publication writers realize that retailers make
extra sales for Mother’s Day!

IS PRICECOSTCO LIKELY TO CAUSE
A PROBLEM FOR ITS MEMBERS?

The June 1996 issue of RT ran an item headed “Don’t Allow Use of
Your Name and Social Security Number as I.D. or on Lists,”
explaining how an English instructor at Modesto Junior College in
California had obtained the names and Social Security numbers
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from student rolls and from faculty member pay stubs which had
been discarded. Using this information, the instructor opened
charge accounts incorporating false addresses.

As a member of PriceCostco, I receive its mailings. One such offer
included a form with a note from Bob Craves, senior vice president
of membership and marketing. The message read:

We would like to mail special offers like this
directly to you in the future. But we need your
help. Please take a moment to complete the
information on reverse, fold, seal, and drop in the
mail. We’ll even pick up the postage.

On the back of this offer, PriceCostco requested the following:

Membership number

Member’s name (first and last)
Social Security number

Driver’s license number and state
Date of birth

Home address

Home phone

e-mail address (if applicable)

RThought: My four associates, who make up “Robert Kahn and
Associates,” each receive as a fringe benefit a membership in both
PriceCostco and Sam’s. Filling out what looks like an innocuous
form could cause them no limit of financial endangerment from any
dishonest person who may have access to the list Craves “craves” to
create. Would Craves sell this list?

RThought: But something else is strange regarding this postpaid
card: the company publicly lists its address as 999 Lake Drive,
Issaquah, WA 98027; but the address on the form is P. O. Box 34535, ‘
Seattle, WA 98124-9947. The addresses don’t match!

-

Did someone with access to the PriceCostco mailing list do this mail-
ing with the intent of obtaining the information needed to open
fraudulent bankcards or charge accounts, just as was done by the
instructor at the junior college?

LET’S HOPE SAFEWAY ESTIMATED
THE COST CORRECTLY

Safeway, Inc., is about to place 2-foot by 2-foot advertising tiles on
the floor of 165 stores in the San Francisco Bay Area. A San
Francisco advertising agency has bought spaces which will be resold
to its clients, the cost of which is in line with other in-store advertis-
ing costs (i.e., shelf, aisle, or shopping cart ads).

RThought: Although the editor of Brand Marketing believes it is
a good idea, I can just picture a shopper who is entranced by an ad
on the floor pushing his or her cart into an elderly person, causing
the person to fall to the floor, or perhaps into a young child who is
walking next to its mother and is caught between two carts. Safeway
should charge extra for the ads placed where aisles intersect because
they will be dangerous. But, then, the tiles may keep 100 or so per-
sonal injury attorneys busy with suits against the company.

RThought: If shoppers have their eyes focused on the floors of {
busy aisles, who's going to buy the items no longer advertised at
eye level? And aren’t grocery stores getting cluttered enough
these days?
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WOULD YOU BE INTERESTED IN AN
AMERICAN-STYLE POWER CENTER IN CHINA?

Harry Newman of Newman Properties, together with Heng Tong, a
Chinese publicly held company, are planning an 800,000-square-foot

ower center on 120 acres in northwest Beijing. In true U.S. fashion,
1t will be located alongside an expressway, the Great Wall of China
Expressway. It will be more like a power center than a mall. The big
boxes will be linked to the in-line stores and will open on an enclosed
sidewalk — air conditioned in the summer and heated in the winter
— a concept which Harry saw in Tucson, Arizona, 23 years ago.

The bona fides of Newman to build a power center in China are:

1. First West Coast developer to be president of the
International Council of Shopping Centers (ICSC).

2. President of the International Shopping Centers Educational
Foundation, the organization which will soon publish a text-
book for the 65 universities offering courses in real estate
development.

3. National trustee of ICSC since 1966.

4. General or limited partner in 24 small malls or strip centers
plus the following centers:

Vancouver Mall ~ Vancouver, WA (1,098,000 square feet)

Westdale Mall Cedar Rapids,JA (872,000 square feet)

Mall of Orange ~ Orange, CA (825,846 square feet)

SeaTac Mall Federal Way, WA (740,507 square feet)

Village at Corte Madera, CA (465,000 square feet)
Corte Madera

S. Writes good poetry that does not translate well into
Mandarin Chinese!

Here are other features of the center:

1. Onssite parking spaces for 2,600 vehicles (3.5 per thousand
feet of GLA plus, of course, plenty of room for bicycles in a
separate, covered space — more than 2,800 spaces.

2. Two off-ramps from the Great Wall of China Expressway.
3. A trading area of 10 million population.

4. There is no official name for the mall, but Newman, with his
poetic license, refers to it as “The Great Mall of China.”

If your plans include expansion into China but you want the niceties
of a U.S. center — not any of those 1,400-foot, tall towers that are
available in Jakarta — contact Harry at Newman Properties, 310-
495-4833, Extension 3003. Say that Bob Kahn sent you. But hurry
— the space is going fast.

RThought: American retailers deserve an American-style shop-
ping center as part of our contribution toward bringing Chinese
shopping centers into the 21st century.
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CAN LONG-RANGE WEATHER
FORECASTING IMPACT PROFIT?

Almost 30 years ago, RT became the first retailing publication
to recommend the use of long-range weather forecasting. Few
comprehended.

Today, the method of forecasting I referred to in 1977 is pro-
vided by Strategic Weather Service (1325 Morris Drive,
Wayne, PA 19087; 1-800-882-5881). Its helpful Weather
Strategist bulletin included the following item in its July-
August 1995 issue:

Sears, Roebuck and Company has historical-
Iy marked down oscillating fans in mid-July.
Last year SWS forecast a heat wave for the
week the markdowns were scheduled. On
the advice of SWS consultants, the mark-
downs and clearance advertisements were
canceled. “Needless to say, it was extremely
hot and we sold out of fans. It was very prof-
itable,” said [Jim] Mergott [national manag-
er, local market focus at Sears].

RThought: All of those who don’t believe that weather can
be forecast a year in advance, with an accuracy rate close to the
five-day forecasts provided by various weather services, please
continue 1) to plan unnecessary seasonal markdowns and 2) to
be short of weather-impacted items in an attempt to avoid sea-
sonal markdowns.

WHAT DOES SEARS MEAN WHEN
REPORTING ‘SAME STORES’?

Same-store sales, that wonderful, elastic yardstick!

In reading Sears, Roebuck and Company’s 1995 annual report, I had
difficulty in interpreting its meaning of same stores.

Page 2 of the report stated: “Over the last three years, we have out-
paced the retail industry with domestic comparable store increases o
8.9% in 1993, 8.3% in 1994, and 4.7% in 1995.” [Emphasis added.

Page 5 stated: “Continued emphasis on apparel is paying off for
both customers and Sears. Through store renovation, approximately
6 million square feet of apparel selling space was added during 1994
and 1995, nearly half of which was converted from back office
space....” [Emphasis added.] Based on about 800 department stores,
as reported on page 10 of Sears’ 1994 report, that would be about
7,500 square feet per store added during 1994-95. (Comment: In
my local Sears store, the basement was converted to selling space.)

Continued




Page 7 stated: “We continue relocating furniture departments from
mall-based stores to off-the-mall Homelife stores, which enables us
to provide customers a broader assortment of furniture and acces-
sories.... Sears had 5.7 million square feet of mall-store space devot-
ed to furniture in 1992 and, by 1998, intends to have approximately
5 million square feet of furniture which has been moved to out-of-
the-mall stores in the new, freestanding Homelife format” — anoth-
er 6,700 square feet based on 800 mall stores. It is my opinion that
cosmetics, jewelry, and apparel produce higher sales per square foot
than did the furniture departments. Does a major change in the
departments within fixed four walls (including removal of low-sales
per-square-foot departments) constitute a real “same-store gain”
compared to other retailers who do not have low-density usage, like
furniture departments and excessive back-office space?

The report does not appear to indicate whether the same stores
which produced the increases in 1993, 1994, and 1995 include Sears’
hardware, Homelife, Brand Central, and Western Auto stores, all of
which are part of Sears.

Sears has never, to my knowledge, defined what kinds of stores
make up the “same stores” on which it reports its year-to-year
improvement.

RThought: If Sears is adding millions of square feet of selling
space within the four walls of mall stores, then all it will have to do
to continue this trend is to take more and more low sales/square-foot
departments out of the four walls of the mall department stores and
expand departments with high sales per square foot.

RThought: Most retailers reporting growth in same-store sales do
not make this type of change in merchandise offered by the com-
pared stores.

WHO HAS BANK CREDIT CARDS?

At the May 1996 conference of the National Consumer League in
Los Angeles, information on credit-card ownership was presented
which was based upon a telephone survey by Opinion Research
Corporation of 1,008 people (502 women and 506 men) over the age
of 18. Based on the size of the random sample, the results had an
accuracy of +3%.

Of those surveyed, the percentage of annual income levels with cred-
it cards were:

$15,000-$24,999 65%
$25,000-$34,999 79
$35,000-$49,999 86
$50,000 or more 91

Of the sample over 18, the percentages broke down as follows:

Over 18 %
35-65 81
Among college students 9 out of 10

About one in four surveyed said that they had taken steps to
improve their budgeting. Many of those were of 18 to 24 year olds,
which is the group most likely to allow a card company to use direct
debiting to a checking account. Of those making credit card pay-
ments, the following was found:

Pay minimum payment only 10%
Pay more than the minimum 38
Pay full amount 48
Other 4

Of those surveyed, 22% have found unauthorized charges of which
37% were billing errors and 57% were fraudulent misuses. (Note:
The researchers did not ask how long a time period was involved —
a crucial omission.)
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RThought: Bank cards (plus American Express and Discover
cards) have won the battle. Cards good only at one store become
rarer and rarer.

J.C. PENNEY IS MINDFUL OF ITS OWNERS:
ITS SHAREHOLDERS!

The last page of the J.C. Penney Company, Inc,, 1995 annual report
contains information of interest to its shareholders:

¢ Sales release dates and sales period covered

¢ Earnings release dates

¢ Information on dividend reinvestment/direct deposit
* How to obtain quarterly newsletters to stockholders
* How to obtain quarterly financial updates

* How to obtain the handbook on minority business
opportunities

* How to obtain the community partners report on social
responsibility

* How to obtain updates on environmental responsibility
¢ How to obtain Internet access to all press releases

RThought: Very little is missing. The only services I would add
are dividend record dates and payment dates (these can be set for a
year in advance without a problem) and a fax number for these
reports (there is a telephone number given, but then someone has to
record the name and address — when the stockholder can do it and
mistakes can be avoided).

RThought: Penney is to be congratulated. I hope other major
retailers will follow its example.

CANADIAN RETAILERS KNOW MORE ABOUT
THEIR CUSTOMERS THAN DO U.S. RETAILERS

The Print Measurement Bureau of the Canadian government annu-
ally surveys 10,000 Canadians. Although the U.S. population is
roughly nine times that of Canada, it would not have been necessary
for the U.S. to survey 90,000 people to obtain the same degree of
accuracy (assuming that in both cases the sample is randomly select-
ed from the universe).

The report shows the frequency of customer buying in nearly every
category sold by retailers. In 1995, the survey showed that the num-
ber of people who reported that they made at least one purchase in
each category dropped about 9% from 1994.

Here are other results:

o About 45% of the eligible respondents made hardware pur-
chases, down 13% from a year ago.

* About 57% bought women’s apparel, down 9% from a year ago.
¢ About 42% bought sports clothing, down 17% from a year ago.

¢ About 31% said that they are dressing smartly, down from
37% five years ago.

* About 62% of the respondents attach a high importance to
brand names.

RThought: Which of these results are important to you? What do

you believe such a survey would show if taken in the U.S.? Would:
such information be helpful? Would as many retailers be in Chapter

11 if they had had such information before they expanded their

chains? Would Congress kill the allocation of funds for such an

activity even though losses may have decreased and corporate

income tax increased as a result of such information?
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SOME THOUGHTS ON THE CHANGES IN THE WELFARE SYSTEM

On August 22, 1996, President Clinton signed HR 3734 into law, a
welfare-reform bill which includes the following changes:

1. Aid to Families with Dependent Children (AFDC) will
cease. It will be replaced by block grants to states to provide
Transitional Aid to Needy Families (TANF). Each state has
authority to set its own grant levels and set eligibility rules
subject to the federal restrictions on aid to immigrants who
have not become U.S. citizens.

2. A schedule has been established for what is called “work par-
ticipation rates,” or the percentage of parents placed in jobs
or state-defined work training with the associated costs born
by the state. There is some leeway for parents who are the
caretakers of children under age one. After two years, all
gzrents are required to work, with the definition of “work”

ing set by each state. If the children are over six, the par-
ent(s) must work, even if child care is not available.

3. Though the law allows a lifetime limit of five years for receiv-
ing aid from the block grants, states may set shorter limits,
presumably to use the block grants for some other purpose.
Availability of Medicaid (Medi-Cal in California) is not
automatic. States can ban welfare assistance to legal immi-
grants who have not been naturalized. No “undocumented”
or “unqualified” immigrants can receive federal assistance
except Medicaid, in cases of emergency, plus a few other
minor provisions, such as treatment for symptoms of a com-
;nugicable disease. Assistance cannot be provided from state
unds.

4. Food stamps will be reduced to an estimated $23 billion to
$27 billion over the next six years. Food stamps cannot be
provided to legal immigrants until they are naturalized, with
minor exceptions.

5. To insure that there is maximum meanness, the law forbids
states from providing services, including nonemergency
health care, to undocumented persons with state or local
funds, unless the state enacts legislation expressly extending
coverage to undocumented persons.

(Note: The above summary was provided by the California
Children’s Lobby, the only lobby in the 50 states devoted to the
needs of children, in its monthly report for August 1996.)

In addition, aid to the blind and disabled has been reduced.
But there are problems in doing what the law requires.

There is no central file on how long people have been receiving var-
ious forms of welfare assistance. The states may have some of this
information, but it is incomplete.

Suppose someone has received welfare for five years in New York
and then moves to California. If one applies for welfare in
California, the welfare interviewer might ask where the applicant
last resided. If the answer is New York, California could contact
New York for whatever information it has and thus be able to make
some approximation of how many years of eligibility the person has
used. But what if the applicant stopped over for some time in Illinois
and received no welfare? Contacting Illinois would not produce any
information as to what had been extended by New York.

About seven million people, some chronically, are on welfare in
some form or on all forms. Newspapers have often referred to “wel-
fare queens/kings” who have received welfare for many years. Some
even depict families in which second and third generations have
been supported almost entirely by welfare.

Within two years or less, each state is supposed to “force” these
seven million people (with a few exceptions) to get a job. Is it pos-
sible? I’ll deal with that point later.

Are we forgetting that already we have more than seven million
unemployed people who are actively seeking but cannot find jobs?
These are people who have had jobs but who are now out of work:
their plant or store closed, their employer downsized and eliminated
them, or two companies merged and the great bonus to the share-
holders was produced by “eliminating” duplicate positions, which
also helps pay, according to Graef Crystal, for some of the unearned
executive-officer salaries.

At one time the unemployed had a skill for which they were paid.
They understood the discipline of going to work every day and dress-
ing appropriately for the job. And now they are unemployed. If
unemployed long enough, they might have to seek welfare, but not
if they are a legal immigrant. Fortunately, only seven million are
now unemployed — the figure has been higher.

Perhaps people on welfare can’t get jobs because they lack the
intelligence to learn, although the law now requires a state to train
them.

Let’s turn to a book that was a controversial bestseller when it was
first published in 1994, The Bell Curve: Intelligence and Class
Structure in American Life, by Richard J. Herrstein and Charles
Murray. The term “bell curve” comes from the distribution of intel-
ligence. If you think of a cross section of a bell, there is a symmetry.
It is apparent, for example, when you see a picture or cross section
of the Liberty Bell in Philadelphia.

Now let me introduce the term “decile” which is used to describe a
universe if it is divided into 10 parts. If you categorize 100 people
into 10 groups, each consisting of 10 people, each group is a decile.
When human intelligence, as measured by IQ tests, 1s divided into 10
groups, you have the following distribution:

Decile No 10 Range Median 10
1 Under 81 74
2 81-87 84
3 8792 90
4 92-96 94
5 96-100 98
6 100-104 102
7 104-108 106
8 108-113 110
9 113-119 116
10 119 plus 126

Look at the symmetry of this pattern.

The bottom of the range (81) is 19 points below the median of 100.
The bottom of the tenth decile is 19 points above the median of 100.
The same is true for the two sets of five deciles. For example, to
become a member of Mensa, your intelligence must be in the top
2%, or above 130. There are 2% with an IQ below 70%.

What does an IQ of 70 mean?

Intelligence quotient, or IQ, is your intelligence age divided by your
physical age. For example, if a young person passes a test with
results on the level of an 8 year old and the youngster is 10, then 8
divided by 10 equals .80 or an IQ of 80. If the test result is that of a
12 year old, then 12 divided by 10 equals 1.20 or an IQ of 120.

Referring back to the decile table, the first two deciles, or 20%, have
an 1Q of 87% or less. The maximum age used in computing IQ is a
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SOME THOUGHTS ON THE CHANGES IN THE WELFARE SYSTEM (continueq)

physical age of 16. Twenty percent have an 1Q of 87; 87% of 16 gives
the mental age of 14.

But let’s stop here for a minute. Do you believe that 20% of the jobs
in your business can be filled by people with the mentality of a 14
year old? If 20% of your employees had that mental capacity, their
poor quality of work could destroy your business!

What do Herrstein and Murray tell us about the IQ of people on
welfare?

According to the book, the percentage of young white women who
have given birth to an illegitimate child, in deciles, are as follows:

Deciles 9 and 10 2%
Deciles 7 and 8 4
Deciles 5 and 6 8
Deciles 3 and 4 17
Deciles 1 and 2 32

We now know that white women of low intelligence have substan-
tially more illegitimate births than those with a higher IQ. It appears
to be a corollary of their intelligence. Because women on welfare
tend to have a lower 1Q, most must perform simple jobs because
;hey are not hard to learn — not jobs you may wish or need to have
illed.

How many white women go on welfare after the birth of their first
child?

Deciles 9 and 10 less than 1%
Deciles 7 and 8 2
Deciles 5 and 6 8
Deciles 3 and 4 17
Deciles 1 and 2 31

The impact of low intelligence on the demand for welfare after the
first birth correlates with the high percentage of low intelligence
amongst women on welfare. It warns us that they may be hard to
train. Firms, many of which incorporate an intelligence test in their
screening of applicants, are unlikely to offer positions which people
on welfare are able to fill.

What are the odds of doing prison/jail time for young white males?

Deciles 9 and 10 1%
Deciles 7 and 8 1
Deciles 5 and 6 3
Deciles 3 and 4 7
Deciles 1 and 2 12

RThought: Only Congress would produce a law which requires
the states, not the federal government, to educate and train welfare
people, many of whom do not have the basic intelligence and/or the
emotional stability to be trained. And when “trained,” they are
offered to businesses which have no capacity to use people of the
intelligence level that appears to exist in vast numbers amongst those
on welfare.

Those who do have the intelligence which places them in the sixth to
tenth deciles are the ones we watch on TV: the ones who tell the
audience about the year or two that they spent on welfare because of
some unfortunate situation and how they absorbed the training
made available to them, making them self-supporting citizens. And
everyone applauds. Members of Congress then conclude that any-
one could do the same if they would only try.
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RThought: It appears to me that many of the people on welfare
who are now being required to get jobs within two years do not have
the ability to learn a job or meet other standards set by business in
seeking employees who have the capability to do the work available.

Will the next and obvious step be a law requiring each
type of business to take its “share” of “trained” welfare
people?

Let’s look at the average employment figures for 1995.

Civilian labor force 132,304,000
Unemployed 7,404,000
Employed in the labor force 124,900,000
Employed in agriculture 3,439,000

Employed by the government 18,362,000
Employed in the private sector 93,123,000
Others excluded 9,976,000
Employed in retailing 21,173,000

Retailing is a big industry, representing about 22.7% of those
employed in the private sector.

Will the next law mandate that each category of business in the pri-
vate sector take its proper proportion of those welfare persons which
the state says “are trained” and “you have to take them”? Note that
governments probably will not be required to take “their share.”

What will you do with them? What effect will they have on
your other workers of higher intelligence (perhaps with 1Qs
has high as 119)?

The tax savings promised by the government as a result of decreas-
ing the cost of welfare will not come close to covering the cost of lost
business and increased expenses resulting from the employment of
“trained” ex-welfare employees.

Or will private-sector businesses become the grantors of welfare
dollars to keep the welfare-trained people from damaging its
businesses?

RThought: We have over seven million unemployed, people who
have shown their ability, at sometime, to hold a job in our free-enter-
prise system. A majority of the Congress, approved by the
President, says that passing a law can produce a miracle.

RThought: If there are no jobs available for the welfare-trained
people, and welfare has stopped, what will they do? If you were on
welfare and had an IQ of 84 and you diligently tried to absorb the
training and still could not get or keep a job, what would you do?
Rob people? Burglarize homes? Pick pockets? Steal cars? Beg?
Make night hours unproductive for retailers? Shoplift?

Once people of low IQ could be hod carriers, but that job has been
eliminated.

Regardless of IQ, there is a basic instinct to eat and survive, even if
other citizens bear a penalty.



UPDATE ON RENTING NAME
AND ADDRESS LISTS

The July 1996 issue of RT. reported the case wherein a California
man, when making a purchase at Computer City, a subsidiary of
Tandy Corporation, wrote conditions on the back of his check that
his name would not be placed on any mailing lists and that he would
not be sent any solicitations. His “terms” were upheld by the San
Diego Small Claims Court as a binding contract. The court awarded
him $1,021 but rejected his application for an additional $4,000 in
punitive damages.

In the same issue, RT reported the case in Virginia against U.S. News
and World Report wherein the magazine leased the plaintiff’s name
to the Smithsonian magazine. The plaintiff’s case, however, was
thrown out of the General District Court in Arlington County for
lack of venue (no financial damages were sought).

To bring you up to date on the latter case, the plaintiff has now filed
the case in the Arlington County Circuit Court where the judge has
had to rule under the state law which says that no one can “appropri-
ate” a person’s name for trade without obtaining permission. A sin-
gle judge has ruled, according to NSM Report (June 24, 1996), that
marketers are not appropriating the names and do not owe individu-
als anything for the use of their names; thus, buying a list is nof using
the names without permission. In addition, the judge ruled that rent-
ing names and addresses does not invade a person’s privacy.

RThought: To have made such a ruling, someone other than the
judge must throw away his junk mail at home before he even sees it.
1 would estimate that my wife and daughter receive 1,000 catalogs
per year (20 per week). I believe most are from rented lists from the
two or three catalogs they actually use.

RThought: If you are selling your lists and want to keep in touch
with lawsuits affecting nonstore marketing, I recommend NSM
Report, issued biweekly at $275 a year ($320 overseas). Contact
Maxwell Sroge Publishing, Inc., 522 Forest Avenue, Evanston, IL
60202; telephone 847-866-1890; fax 847-866-1899. Say that Bob
Kahn sent you.

HOW ARE THE TIMES' ‘FAVORITE STOCKS’
PERFORMING THIS YEAR?

The following are The New York Times 15 favorite stocks based on
the largest holdings in individual accounts at Merrill Lynch during the
first six months of 1996. The Times lists the stocks alphabetically, but
I have listed them according to their price change.

Percentage Change

in Price
Stock Jannarv-June 1996
Intel +258%
General Electric +189
IBM +117
WalxMart +10.7
Motorola + 99
Exxon + 54
Disney + 38
PacTel - 11
Merck - 27
GTE - 28
AT&T - 50
Bell Atlantic - 99
U.S. West -112
Bell South -118
SBC Com -159
Arithmetic average - 17%

RThought: On the average, there was a loss; but the range, from
+15.8% to -15.9%, was wide. Just because a stock is held in the
largest number of accounts at Merrill Lynch does not prove that such
a large number of investors or their consultants are good “stock-
pickers.” But, then, the most experienced fashion buyers probably
vary as much in their choice of next season’s fashions.

Note: PacTel, U.S. West, Bell Atlantic, Bell South, and SBC Com
are five of the six Baby Bells that were spun off from AT&T.

IF YOU REMEMBER FAVORABLY JOHNSON &
JOHNSON'S RECALL OF TYLENOL, YOU SHOULD
BE AWARE OF THIS CASE

The National Advertising Division (NAD), created by the Council
of Better Business Bureaus, Inc., settles complaints about advertis-
ing which are submitted by both parties. In addition, acceptance of
a NAD determination is voluntary.

American Home Products, the makers of Advil, recently filed a com-
plaint with the NAD challenging the Extra Strength Tylenol claim:
“If you use ibuprofen and have an ulcer, Tylenol may be a better
choice for you.” Even though such a claim certainly could frighten
a person with an ulcer, note that the phrase uses such words as “if”
and “may” and that no definite statement is made — just a sugges-
tion, ma’am.

Johnson & Johnson chose not to submit to the voluntary process of
the NAD, stating that any question about the claim had been litigat-
ed and resolved in 1987.

The NAD has now referred the claim to the Federal Trade
Commission, where Johnson & Johnson’s appearance before it will
be mandatory.

RT Comment: I will watch for an FTC ruling and report on it.

DO YOU WANT TO SAVE MONEY
ON YOUR BIG BOXES?

If your answer is yes, someone in your business should be reading
Air Conditioning, Heating and Re}igeration News (telephone 313-
362-3700; fax 313-362-0317). Ask for the July 8, 1996, issue and look
for an article headed “Synergistic Design Helps Wal%Mart Justify
Energy Efficiency Measures.”

WalxMart has built three environmental demonstration stores: its
Supercenter in Moore, Oklahoma, and its WalxMart discount
stores in Lawrence, Kansas, and the City of Industry, California.
The above mentioned article states that the Moore store’s savings in
energy will be in excess of $100,000 a year and that over a 20-year life
(with remodels included) it will be over $2 million!

WalkMart has not placed a patent on anything developed nor has it
kept secret knowledge of what was done or kept people out of its
stores (except comparison shoppers). Tom Seay, WalxMart’s exec-
utive vice president in charge of real estate and construction, was
quoted in the article as saying, “We’re confident this design [of the
Moore Supercenter] will prove extremely efficient, and we are will-
ing to share this design and the data we collected from monitoring
with anyone interested in an energy-efficient approach.” [Emphasis
added.] Sam Walton wanted it that way — WalkMart’s environ-
mental know-how was not to be a part of “competition.”

Now you understand how WalxMart is attempting to save our envi-
ronment. Believe me, the steps mentioned in this article are but a
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few of those it has incorporated (for many years, I, along with First
Lady Hillary Clinton, served on its Environmental Advisory
Committee).

When was the last time you offered to share a proven saving with
your competitors? (Wal*Mart made the same offer at the opening
of its first energy-saving store in Lawrence, Kansas.)

RThought: If we are going to preserve and improve the environ-
ment for our grandchildren and their children, it is going to take a lot
of change in what we do. Many times, when we “do good,” we save
money — certainly making it a “good deal.”

RThought: If you don’t take Wal*Mart up on its offer, it will be
just one more way that WalsrMart will have a lower expense rate
and, thus, will sell merchandise at a lower price than you!

WHAT IS IN THE FUTURE FOR MALLS?

The first statistic of interest is that there are few new regional malls
(800,000 square feet or larger) being built: 27 such malls came on
stream in 1989 but only an average of five for 1993-95; seven are
planned to open this year.

On the other hand, I see more and more communities redeveloping
their old downtown sections and developing more and more chains
— The Gap, Tower Records, etc. Manhattan now has discount
stores in traffic locations and San Francisco has a group of major dis-
count/off-price stores — Toys “R” Us, PriceCostco, Bed Bath &
Beyond , etc. — in the South of Market location, replacing old man-
ufacturing buildings located near freeway exit and access ramps.

Power centers are increasing, with free-standing big boxes such as
Levitz, Home Base, Home Depot, Service Merchandise, Kmart,
WalxMart, Target, Officc Depot, OfficeMax, Circuit City,
PriceCostco, Sam’s, Good Guys, etc., clustered around a large, open
parking lot.

Many existing malls are tearing down some of their old buildings (20
to 30 years old) and are building “to order” stores long excluded
from malls, discount stores and supermarkets, while some buildings
are being converted to uses other than retailing.

Many of the apparel chains, which at one time believed they had to
be located in every mall in every town are either liquidating and clos-
ing or are in Chapter 7 or 11. Those who said that the U.S. did not
need an infinite number of men’s, women’s and shoe stores were
right!

RThought: On the other hand, there are still hundreds of well-
maintained, well-located malls surviving nicely without the many
teenagers they had previously “enjoyed” (a recent study by
Simmons Market Research reported that teenagers are spending as
much time — 1.7 hours per week — in church as in malls). In fact,
the disappearance of teenagers may have made the malls more
attractive to the 40 and 50 year olds who, as teenagers, made the
regional mall a great place to hang out. I would not be surprised, if
at some time in the future, a new crop of teenagers “discovers”
enclosed, regional malls.

ACTION AGAINST THE TOBACCO INDUSTRY

The Insurance Forum is published by Joseph Belth. As far as I
know, he was (until he retired) the only professor of insurance in the
U.S. His July 1996 issue had a fascinating study of investment by
insurance companies in the tobacco industry.
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The article listed 33 selected life and health insurance companies
which owned $1.9 billion in bonds and $2.6 billion in stock of Philip
Morris, RIR, American Brands, BAT, and Loews.

Life insurance companies have to pay off the face value when peo
ple die younger than expected because they smoked cigarettes. If
one begins to smoke after taking out a policy, the insurance compa-
ny cannot change the premium for, perhaps, an early death. On the
other hand, the health insurers usually receive, especially on group
policies, the chance to adjust premiums to the risk of smokers.

We wonder why insurers invest against their own interest.

Some groups (but no retailers except for Target stores, which has
pulled tobacco products from its shelves) are trying to enact action
(the American Medical Association has written to all 7,000 mutual
funds asking them to refrain from investing in the tobacco industry).

WHAT AGES ARE YOUR CUSTOMERS?

Most retailers cater to one or perhaps two of the age groups below.
Pick your one or two groups to see what the U.S. Bureau of Census
projected for eight age groups through the year 2050 (numbers are
in thousands).

Age 1996 2010 2030 2050

Under5 19,403 20,012 23,066 21,106
5to13 34,809 35,605 41,588 47,805
14to017 15,167 16,894 18,788 21,207
18to 24 24,616 30,138 31,826 36,333
25to 34 40,374 38,292 42,744 49,366

35tod4 43311 38,521 44,263 47393
45to 54 32341 43,564 38,897 43,494
55 to 64 21,360 35,283 36,348 42368
65 to 84 30,125 33,737 60,924 60,636
85 and over 3,747 5,671 8,455 18,223

Total 265,253 297,116 346,899 393,931

I have been critical of long-range forecasts, but this 54-year projec-
tion has something going for it! For example, all of the people who
will be 55 or older in 2050 are already present and alive (except for
net migration).

RThought: The 65-to 84-year-old group will double in size and the
85-and-over group will triple. If you are serving mature people now,
will you aim at serving these two groups in the future or will some
innovative entrepreneur move into the field and take all of the busi-
ness? On the other hand, the 18- to 24-year-old group will increase
only 50% in size and the 35- to 44-year-old group will increase by a
bit over 20%.

RThought: Don’t try to plan 54 years ahead, but do look at the/
changes in your customers in the next 14 and 34 years and make
moderate changes yourself.
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Two Turnoffs
In Fund Raising

Avoid these turnoffs when you're seek-
ing funds, says Robert Kahn, publisher
of Retailing Today:

¢ Converting donors’ gifts to a
“membership” and then billing them for
a renewal the following year.

¢ Embarrassing donors by putting
amessage on the outside of an envelope
such as: “Membership Renewal, Second
Notice.”

Source: Fred Goss’ What’s Working in Direct

Marketing, 11300 Rockville Pike, Ste. 1100
Rockville, MD 20852.

Good Reasons
For a Change

Doing these things periodically can
enhance your employees’ work environ-
ment and stimulate their minds:

® Move or replace wall art, posters
and plants. Reason: People stop seeing
or reading these items after about a
month. So they no longer inspire or
inform but become background clutter.

® Change traffic patterns and move
workstations and other furniture. Rea-
son: Doing so can force people to aban-
don comfortable—but less productive—
work habits. Note: This doesn’t mean
you have to totally disrupt the work-
space. Even minor changes can yield
results.

Source: Charles Shook, 425 W. Redoubt Ave.
Ste. 304, Soldotna, AK 99669.

Pet Peeve
Of the Month

My pet peeve is people who recite from
overhead projection displays or printed
materials. I attend presentations to
learn more than what is printed. Please
use overheads and printed materials to
enhance-—not replace—the verbal expla-
nation of the subject.

Source: Cynthia Schleich, community liaison,
Condell Medical Center, Libertyville, IL 60048.

(Editors’ note: Please send your pet peeve
to Pet Peeve, communication briefings, 1101
King St., Ste. 110, Alexandria, VA 22314 or
fax 703-684-2137 or e-mail us at jmcgavin@-
combriefings.com.) “

Test Yourself

Untie These ‘Nof Phrases

Test your tight-writing skills by
changing each “not” structure to one
word that means the same thing:

1. Henrietta said her reports were not
the same because she was not able to
use her favorite computer program.

2. Not many people attended the board
of directors meeting—a situation that
does not often occur.

3. After the reorganization, Mar-
maduke did not have the authority he
needed.

4. The customer service representative
said she was not certain if the price
included installation, so the customer did
not accept the contract.

5. Because he failed to notice that the
employees were not happy, he faced a
production crisis not unhke the one that

had occurred two weeks earlier.

Suggested answers:

1. Henrietta said her reports were dif-
ferent because she was unable to use her
favorite computer program.

2. Few people attended the board of
directors meeting—a situation that
occurs rarely.

3. After the reorganization, Mar-
maduke [acked the authority he needed.

4. The customer service representa-
tive said she was uncertain if the price
included installation, so the customer
rejected the contract.

5. Because he failed to notice that the
employees were unhappy, he faced a
production crisis similar to the one that
had occurred two weeks earlier.

Marketing

Write a Seven-Sentence Plan

You can craft a clear and simple mar-
keting plan by limiting it to these seven
sentences:

¢ First: Describe the purpose of your
marketing.

® Second: Clearly explain what cus-
tomer benefits you'll stress.

® Third: Define your target audience.

® Fourth: List your marketing tech-
niques.

¢ Fifth: Declare your marketplace

niche—the position that you feel is
yours in the eyes of your customers and
prospective customers.

e Sixth: Describe your identity—the
way you see your organization.

® Seventh: State your marketing
budget as a percentage of projected gross
revenues.
Source: Jay Conrad Levinson, writing in

Inc., 38 Commercial Wharf, Boston, MA
02110.

Face-to-Face Communication

Parrying Painful Put-Downs

Listening for the hidden message in
these put-downs will allow you to
respond assertively:

e “If only you'd cooperate with me.”
Hidden message: “You have to fall in line
with what I want.” Response: “How can
we cooperate?”

* “You won’t like this, but ...” Hid-
den message: “Before I say anything, 'm
going to make you tense or even angry.”
Response: “I'll decide how to react to
what you say.”

¢ “That’s going to be hard for you
because you can be somewhat bossy.”
Hidden message: “I have the right to
criticize you even though you didn’t ask
for it.” Response: “In what ways am I

bossy?” Note: This response is called
“negative inquiry”—you invite criticism
but must be prepared for a blunt answer.

You can also use a technique called
“fogging” to respond to a put-down that
exaggerates a situation but also has
some truth in it. To make it work, you
accept the grain of truth but not the put-
down. Example:

® “Your messy desk makes the whole
department look bad, and it’s typical of
your attitude.” Response: “You're right,
and I'm going to straighten it up today.”

Source: Assertiveness: A Positive Process, by
Barrie Hopson and Mike Scally, Pfeiffer &
Co., 8517 Production Ave., San Diego, CA
92121.

NG

ideas that work




RETAILING

ISSN 0360-606X

Copyright 1996 by Robert Kahn. Quotations or repro-
duction in whole or in part, only by written permission.

Editor: Robert Kahn (Certified Management Consultant)
Publisher: Robert Kahn and Associates, a Corporation
Box 249, Lafayette, CA 94549

TEL: (510) 254-4434 + FAX:

ROUTE TO

TODAY

(510) 284-5612

Published Monthly
$60 per year
$72 outside North America

NOVEMBER 1996

VOL. 31, NO. 11

ONE EMPLOYEE CAN SPOIL
ALL OF YOUR GOOD WORK

I doubt that many RT readers regularly read Black Enterprise, the
“Business Week” for black businesses which are growing not only in
number but in size.

In the July 1996 issue of Black Enterprise, one article was headed
“Afrocentric Marketing.” It told of the success story of Diane White
and her “eclectic collection of Afrocentric merchandise” from
ceramic figurines to bed linens. White received the National Retail
Federation award as its Small Retailer for 1996. In the process, the
president of NRF introduced White, whose background includes
being a financial analyst and receiving an MBA from Harvard, to
Alan Questrom, chairman and chief executive officer of Federated
Department Stores, Inc. As you may be aware, Federated includes
Macy’s and many of the best-known department stores in the coun-
try. Questrom said, upon meeting White, “We didn’t know the size
of our [black consumers] market. But Diane brought passion and
commitment...so we said, ‘Let’s find some space and see what [the
venture] can do.” In the end, White rented 500 square feet in the
Arcade section of the New York 34th Street Macy’s. (The article
included a delightful picture of White and Questrom in front of her
Blackberry boutique.)

In addition, there was another item in the same issue about
Federated. In a special advertising section devoted to diversity, it
said, “With an employee base as diverse as the merchandise it sells,
Federated Department Stores, Inc., strives to mirror the communi-
ties in which it operates nationwide.”

And then there was the cover story, “The Real Black Power,” where
another Federated subsidiary was mentioned. Because of one
Federated employee, who alleged that Tim and Denise Moret-
Gipson were trying to return stolen china at Bullock’s in Los
Angeles, when all they were doing was returning extra china they
had received as wedding gifts, blacks were told to boycott the
Bullock stores. The Black Consumer Organization of America
expressed the necessity for African Americans to spend a higher
proportion of their money with those businesses which clearly
demonstrate a sustained support for African-American interests.

RThought: If the Black Enterprise staff had known that Bullock’s
was a subsidiary of Federated, it might not have run the first two arti-
cles in the same issue as the cover story.

RThought: Ibelieve that the first two articles mentioned are more
typical than the third, but it is the latter one which is likely to arouse
passions enough to cause African Americans to boycott Bullock’s.
And had they been aware that Bullock’s is a subsidiary of Federated,
other Federated stores might have been listed.

RThought: This story hasn’t been exposed in the newspapers as
was the incident involving Eddie Bauer in Prince George’s County
by the Washington, D.C., papers and how two young black men were

DISHONESTY COSTS!

It’s a shame that four multibillion dollar retailers — Best Buy,
Inc., CompUSA, Inc., Montgomery Ward & Company, and
Tandy Corporation — did not clarify all of the terms of their
“zero-interest” financing programs and, thus, became the sub-
ject of a 23-state investigation into deceptive advertising prac-
tices. Montgomery Ward, who passed away long ago, did not
begin or build his company on questionable advertising, nor
did Charles Tandy, who has only been gone a decade or two.

I must disclose, however, that when these companies agreed to
pay a total of $925,000 (Tandy paid $300,000, Montgomery
Ward paid $275,000, and Best Buy and CompUSA paid
$175,000 each) they did so with no admission of guilt.

How often does your company pay thousands of dollars when
deep down in your heart you believe you never did anything
wrong? If I had the resources of these companies and truly
believed that I had done nothing wrong, I would do more to
prove my innocence. But each of us has our own standard.

All four have agreed to “prominently disclose finance terms in
their advertising, in their stores, and in their bills,” a practice
that all reputable retailers should automatically perform.

In an article I read regarding this matter, CompUSA contends
that it has always had complete disclosure and has never had a
complaint. Best Buy and Montgomery Ward maintain that
they have been in full compliance with the new (is truth
“new”?) standards for some time. The article included no
quote from Tandy.

The next time you spot a “0% interest” ad and there are no
credit details — such as “Interest will accrue unless all pay-
ments are made as agreed upon” (and if “agreed upon” is not
defined, it may mean that if a customer is a day late on any of
36 payments it will trigger three years of finance charges) —
the odds are that the disclosures within the ad are not com-
plete.

RThought: Shouldn’t local Better Business Bureaus react to
such ads rather than the attorney generals of 23 states? Or
don’t the local Better Business Bureaus watch the ads of major
retailers? If they don’t, then you, as an honest retailer, should
submit a complaint, unless, of course, you believe it is the right
of large retailers to be something less than fully honest.

RThought: Those of us who do not use the tools that are
available to us deserve the economic penalty that we will have
to pay as a result of public contempt because we do nothing
about unethical and, perhaps, illegal representations.

wrongly accused of stealing. Eddie Bauer’s chief executive officer
Continued




felt it necessary to cross the continent to handle the matter person-
ally. (See July 1995 RT.)

Overlooked: Tim and Denise Moret-Gipson share a household
income of $160,000 per year. They could afford to live in almost any
neighborhood or in the suburbs, but they have elected to live in the
middle-class Leimert Park area of Los Angeles because it is a pre-
dominately black neighborhood.

Questions: Could this happen in one of your stores? If it did,
would the customers involved be entitled to an apology?

WHY CAN’T THE NRF BE MORE ACCURATE?

The standard line used in the National Retail Federation news
releases is “NRF members represent an industry that encompasses
over 1.4 million U.S. retail establishments, employs more than 20
million people, 1 in 5 American workers, and registered 1995 sales of
$2.3 trillion.”

Three times I have brought to the attention of the NRF president
that “1 in 5 is not an accurate number. Judge for yourself.

The most recent numbers for American workers, as of June 1996
(which change little from month to month), are:

Civilian labor force 133,669,000*
Employed civilian labor force 126,160,000*
Employed retail trade 21,548,000%*

* Table 4, page 79, August 1996 Monthly Labor Review,
U.S. Department of Labor
** Table 12, page 84, August 1996 Monthly Labor Review,
U.S. Department of Labor

Those employed in the retail trade represent:

1 out of 6.20 in the civilian labor force
1 out of 5.88 in the employed civilian labor force

Neither of these numbers round off to 1 in 5 as quoted by the
NRF news releases. However, 1in 6 would be accurate for those
who are employed in retail trade — and 1 in 6 is still an impres-
sive figure.

RThought: Is anything really gained by fudging? Or is the NRF
influenced by members who are a little (a lot?) careless in quoting
“regular price”?

DIFFERENT APPROACHES TO RETAIL CREDIT

The August 1996 issue of The Nilson Report (300 Esplanada Drive,
Suite 1790, Oxnard, CA 93030; $695/yr.) st forth some figures which
are seldom seen: retail credit sales and related outstanding receiv-
ables. Below are the results of five major department store chains.

Annual
Outstanding Charge Outstanding
Receivables Volume  as Percentage of
Company ($ millions) ($ millions)  Charge Sales

Sears, Roebuck $23,800 $17,130 139%
J.C. Penney 5,138 9,869 52
Federated 2,699 5,731 47
MayD.S. 2,377 6,000 40
Dayton Hudson 1,919 3,821 50

Note the outstanding receivable ratio upon which finance charges
may be collected and the annual charge volume.

Sears’ outstanding receivables is 139% of its annual charge volume.
For the other four chains, the outstanding is about 50% of the annu-
al charge volume.
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RThought: No wonder Sears treats the financing of its accounts
receivable as a “profit center”!

Financing receivables is easy and costs substantially less than the
finance-charge revenue on the accounts. If we called this differential s-
“gross margin,” it would be about 60%, perhaps even more!!! \

WHY | DON’T SHOP AT BARNES & NOBLE, EVEN
THOUGH IT’S A VERY GOOD COMPANY

It was Saturday, August 3, and I was in my office (which is in my
home) catching up on my reading. The particular publication in my
hand was Hotline, the newsletter of the Newsletter Publishers
Association. A box was headed “The Importance of Customer
Satisfaction,” and these two quotes caught my eye:

Current, past, and potential customers define our
business. They are the reason we exist. To be
successful, all our business efforts must be viewed
through the eyes of our customers.

Paul Allaire, Chairman and Chief
Executive Officer
Xerox Corporation

Customers don’t care how big you are. They
don’t care about organizational charts or how
many divisions you have. They want the person

standing in front of them to be able to solve their
problems.

Vernon Locks, Jr., Chairman and
Chief Executive Officer
Baxter International, Inc.

The quotes appeared in The Customer Is Always Right, by Armen
Kabodian.

Upon having my interest piqued, at 4:30 on that Saturday afternoon,
I called Lafayette Book Store where I have two accounts: one in my
name for business books and one in my wife’s name for our person-
al books. Within 30 seconds of my call, the person at the bookstore
queried the computer and informed me that the book was not in
stock. I was asked if I would like to order it. When I replied, “Yes,”
within another 30 seconds, I was told that the wholesaler had it in
stock and that the $14.95 price probably indicated a paperback.
When I asked the bookstore to order it, I was informed that it would
be ordered Monday and that I would receive a phone call when it
arrived on Wednesday. Total time: something under four minutes!

The bookstore is located three blocks from the Lafayette post office
which I, or one of my four associates, visit several times a week. The
closest Barnes & Noble is about five miles away. I suspect that
Barnes & Noble may not give the same type of computer service to
a good customer (I assume my volume would be classed as a “good”
account), but most likely there would be a delivery cost. Of what
value is it to drive 10 miles to pick up one book?

RThought: Not everyone has as good a local bookstore as I,
although I suspect that many small bookstores which have been
under the same management for five years or more offer this kind of
service and the same kind of computer information on what they and
their wholesalers have in stock.

RThought: Ido my part. I always pay my bills on time. I don’t
believe there is anything better in retailing than a good retailer —(
and a good customer.

Note: It took more time to write this article than it did to order and
pick up my book!



FEATURE REPORT

WHO HAS THE BEST MANAGEMENT AND LEADERSHIP SKILLS, MEN OR WOMEN?

Whenever I study an annual report, I look at the page naming the
officers and directors and am always surprised at how few women
are listed, considering the percentage of employees/associates who
are women. In the December 1996 issue of RT, there will be a report
on officers and directors of many large retail companies — by com-
pany name — and for those readers who remember this Feature
Report, it may be embarrassing.

Larry Pfaff and his firm, Lawrence Pfaff and Associates (3506 Lovers
Lane, Suite 3, Kalamazoo, MI 49001; telephone 616-344-2242; fax
616-344-2054), prepared the following article. It is being presented
with some condensation: my comments are in brackets. It is the sec-
ond major study of management and leadership skills of male and
female managers (Pfaff’s prior report was summarized in the April
1995 issue of RT). This report is included because most readers of RT
are either CEOs or COOs who need to know these facts.

Table of Results

Employee Ratings Boss Ratings Self Ratings
Higher Rated Statistically Higher Rated Statistically Higher Rated Statistically
MLPI Factors M=men Significant® M=men Significant* M=men Significant®
W=women Y=yes, N=no W=women Y=yes, N=no W=women Y=yes, N=no

Goal Setting w Y? w Y? w

Planning w Y? w y? w N
Technical Expertise -- N -- N M

Performance Standards w Y w Y? w y?
Coaching w Y? w Y? w N
Evaluating Performance w Y? w Y? w N
Facilitating Change w Y? w Y? w Y?
Delegation w N w N - N
Recognition w Y? w Y? w Y?
Approachable w Y! w Y' w Y?
Directive w N M N M N
Participative w Y? w Y? w Y?
Strategy w Y! w N M N
Communication w Y? w Y w N
Teamwork w Y! w Y? w N
Empowering Employees w Y! w Y? w N
Trust w N w Y' w N
Resourcefulness w Y' w Y? W N

Self Confidence w N w N M N
Decisiveness w Y? w Y! w N

® Significance level indicates the probability that the measured difference would occur at random in a population this size. The commonly accepted

standard is to consider differences as statistically significant when the probability is 5 percent or less.

' Probability is § percent or less

! Probability is | percent or less

Female managers — as rated by their bosses, themselves, and people
who work for them — were rated significantly better than their male
counterparts. [Comment: Why don’t companies have more
female senior managers? Can it be that the traditional bias toward
male senior executives is greater than their responsibility, as officers,
to produce maximum growth and profit?]

This study, conducted over 24 months from 1994 to 1996, shows sig-
nificant differences in the management and leadership skill levels
practiced by male and female managers. The study included 941
managers (672 male, 269 female) from 204 organizations across 17
states. It included managers at all levels.

Employees rated female managers higher than male managers in 19
of tne 20 skill areas assessed, 15 at a statistically significant level.

[Comment: “Statistically significant” means the difference is

real” and not because of an inadequate sample.] Bosses rated
female managers higher than male managers in 18 ot the 20 areas, 15
statistically significant. On self ratings, women scored themselves
higher in 15 areas, only 5 significantly. Men rated themselves high-
er in only 4 areas. [Comment: With this much information, return
to the chart above and study each pair of male and female columns.
Be sure you understand them.]

Pfaff’s first study challenged the conventional wisdom that women
are only better at communicating, empowering, and being positive.

The second study, using a different set of subjects, once again indi-
cates that the conventional wisdom is wrong.

As in the first study, the boss ratings show that the higher-ups rec-
ognize the higher skills of women managers. [Comment: If this is
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WHO HAS THE BEST MANAGEMENT AND LEADERSHIP SKILLS, MEN OR WOMEN? (continued)

true, then the higher-ups are not doing their job. Is it not the job of
management to promote on the basis of superior skill?]

The statistical significance of this data is important. In two succes-
sive studies, men are not rated significantly higher by any of the raters
in any of the areas measured. (Emphasis added.) [Comment: The
two successive studies used different subjects and different people.
Honestly, are the hundreds of readers correct in believing that “our
people are different?”]

RThought: The bar chart below indicates how the supervisors
rated the male and female managers who report to them. The sub-
jects are those which are shown at the bottom of the bars and whichl
the managers rated. The ratings are averaged by sex for each profi-
ciency. The fact is that the average rating for each proficiency falls
in a narrow range: female ratings range between 55% and 72% and
male ratings range between 47% and 53%..

WHAT THEIR SUPERVISORS SAID

Relative proficiency of male and female managers, expressed in percentile, as rated by the managers' bosses
(areas of greatest difference)

[

=y s e

I
I 4 '
- i ! | L
Empowering Standards Teamwork Goal Setting Approachability
Coaching Participative Facilitating Change Communication

Source: Lawrence A. Ptaft and Associates

RThought: One of the greatest unstudied expenses in a retail
store is that of training an employee/associate to be skilled as a man-
ager in that particular company, but not recognizing his or her com-
petence, and then having a competitor recognize it and hire the man-

How important are interest payments on the national
debt? A recent Research Report by the American Institute for
Economic Research (June 24, 1996) included the annual interest
payments for the past 35 years. From 1960 to 1980, interest was 1 to
1.5% of our Gross Domestic Product (basically, the income of the
country). In 1985, it started to rise, went to about 3%, and stayed at
that general level through 1995. RThought: In thinking over what
happened during that 1980-85 period, I recall that Ronald Reagan,
representing the party that now demands a “balanced budget,” was
president and was plugging expenditures for such extravagances as
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SHORT SHORT

ager away. Not only does the original retailer have to train a new
person but the former employee can study the new employer and
explain that “at XYZ we used to do it this way” and “I believe you
will save money and increase sales by doing the same.”

Star Wars in order to give us 100% protection from missiles located

any place in the world. Perhaps interest would have risen to only 2%

of the GDP had we, the general public, not acquiesced to that degree

of protection but had, instead, settled for a balanced budget. The

expenditures for national defense had dropped from about 9% of

the GDP in 1970 to about 4.5% in 1980, but defense expenditures |
rose to about 6% in 1988, falling again to about 4% in 1995.

RThought: Now Congress is “forcing” on the Defense

Department more money than it has asked for so that some local

businesses, important to key members of Congress, can benefit.



DID J.C. PENNEY DISTORT ITS
JULY SALES FIGURE?

On Friday, August 2, 1996, the local newspaper carried a J. C.
Penney six-page newsprint tabloid with the following front page:

l JCPenne n

» All Young Men’s Arizona Jean Co.® Jeans & Tops

« All USA Olympic Brand
Apparel For Men & Women
All City Streets® Casual Slacks

& Shirts For Young Men

= Men’s Sportshirts

« A Large Assortment of
Apparel for Boys, Girls,
Infants and Toddlers

RThought: I wondered about this unusual ad, unusual in size and
unusual in message, almost a distressed ad, but a sale not including
Sunday. Then I looked more closely at the dates.

I believe that Penney’s July ended on Saturday, August 2, and that
its July results were issued Thursday, August 8. Why take the extra
markdowns on Sunday (part of August) when August may not need
a last-of-month sales boost?

RThought: Wil this ad produce a same-store sales increase
because of these special markdowns? Are the markdowns worth
getting better same-store sales?

SHOPPERS HAVE LOST THEIR TRUST IN ADS —
SO TELL THE TRUTH

In what country were the following statements made by the director
of a leading advertising agency?

Retailers would gain more from their advertising if they
“‘just told the truth.”

Consumers are tired and cynical about retail advertis-
ing because of dishonest practices, confusing messages
about what the retailer actually stands for, and the mis-
match between the offer promised in the ad and the
merchandise delivered.

The discount mentality that many retailers have, and
project in their advertising, has done enormous damage
to many potentially strong retail brands.

Short-term thinking has been responsible for a lot of
incredible propositions that mean nothing to the con-
sumer.

What does a percentage-off day say about a chain’s
price points on other days?

Customers believe that it is too expensive on those
other days if you can afford to give, say, 15% or 25%
off on one day.

Some advertisers must believe that consumers are
morons.

RThought: Do you recognize these flaws in retail advertising? Do
these observations describe your business? Will you feel better or
worse to know that these quotations are from an Australian publi-
cation, Inside Retailing? But they could have been included in any
U.S. retail publication, with supporting ads drawn from your “ad
book.”

SHOULD AAFES BE PRIVATIZED?

Many retailers believe the Army and Air Force Exchange Service
should be operated by a private concern while other retailers have a
different idea. For example, AAFES asked me to serve as a volun-
teer adviser to the commanding general while I was serving on the
WalxMart board of directors. AAFES considered WalxMart its
major competitor (were there no WalxMart, Kmart would be its
major competitor). Sam Walton, who served in World War II, had
an Instant reply when I asked him if I could serve: “Give them all
the help you can.”

For those who believe that AAFES should be privatized, which com-
pany will volunteer to operate the AAFES tactical field exchanges in
Bosnia? I don’t hear any volunteers. Tuzla Main and Tuzla West
exchanges are right there, supporting the NATO peacekeeping
forces. Their tents don’t have a Red Cross on top, so they are fair
game, but consider the extra volume you would receive off 1,200
SKUs in the main exchange and the 500 SKUs in the west exchange.

RThought: [ haven’t heard of one volunteer for Bosnia, just as no
one volunteered in the Gulf War. As a retired officer and a former
troop commander, I wouldn’t trade AAFES for any outfit that “just
wants the safe spots” for exchanges. The exchanges’ volume in
Bosnia is about $10,000 to $12,000 per day, with candy being the best
seller. Between 1700 and 1800 hours they are the busiest, when
troops change after their 12-hour shifts (Bosnia does not have an 8-
hour law or even a 5-day week). And troop hours apply to AAFES
personnel.

RThought: I have always appreciated Sam’s response.

IT DOESN’'T PAY TO BE CHARITABLE

The following name and address lists were offered in DM News, July
8, 1996, by one list broker only:
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Charitable Organization Donors

U.S. Committee for UNICEF 421,856
Paralyzed Veterans of America 323,807
Veterans of the Vietnam War 73,609
Oxfam of America 56,200

RThought: Keep in mind that your $10 contribution to one of
these organizations may be worth more than $10 to someone who is
selling your name and that your mailbox may soon be overflowing
with junk mail from so-called “charitable” organizations betraying
good-hearted people.

RThought: My wife and I never contribute to an organization
(and we contribute to more than 100 per year) unless it passes one of
the following tests:

1. We know the organization from a background of contacts
(e.g., I have served on the Allocations Committee for the
United Way of the Bay Area for many years and have been
exposed to its 300-plus agencies: the local Red Cross, Boy
Scouts and Girl Scouts, plus a long history of support for
other agencies).

2. An organization must meet all (or have only minor failure of)
criteria of the National Charitable Information Bureau.
Contact NCIB at 19 Union Square West, New York, NY
10003 (telephone 212-929-6300; fax 212-463-7083) to receive
its Wise Giving Guide. And if you support NCIB with $35 or
more per year, you will receive three rating reports a year.

3. If we do not know the organization and the only name on the
request is that of the executive director, we presume that the
net yield of the mailing just about equals his or her salary.

4. If the organization lists its directors, we must know of or
about one or more directors or the organizations that they
represent. My wife and I seriously question giving to those
organizations which convert our “gift” into a “membership”
and “bill” us for renewal each year. Only if we have the right
to vote for the directors do we feel that we are “members.”

5. For those organizations which have a large imprint on their
envelope, reading “Membership Renewal — Second
Notice,” so as to embarrass us with our local Post Office
employees, all of whom know us, we send the information to
NCIB asking it to challenge the ethics of the organization,
even if NCIB reports that the organization meets all of its
requirements. We did this recently with Amnesty USA.
After giving more than $1,100 over the years, this organiza-
tion is now off our list.

RThought: With the new welfare system based on state grants,
more and more organizations will appear to be “begging” for money
to help fill the gap that the Republican Congress and the Democratic
president have created. With seven-plus million unemployed and
seeking — but not finding — jobs, the Congress and the president
have now proclaimed that able-bodied persons, after two years on
welfare (although they did not specify if this was “two years after
they have been given enough training”) will be thrown out onto the
streets, perhaps to beg, to steal, or to become prostitutes. They have
somehow assumed that the cost of prisons, a free room (even if
crowded) and about two meals a day will cost less than helping the
untrained poor who would like to qualify for a job.

RETAIL MONTHLY/YEAR-TO-DATE
SALES COMPARISON
(Unadjusted $ millions)

Year-to-Date
SIC JULY Percentage Seven Months Percentage
Code Category 1996 1995 1996 1995
52 *Bldg Matl Group $12,589 $ 10,976 +14.7% $ 76,017 $ 71,600 + 62%
57 *Furniture Group 10,882 10,240 + 63 73,829 68,923 + 71
571 Furniture Stores 5,661 5317 + 6.5 37,020 35,063 + 5.6
572 Appl, TV, Radio Stores 4,424 4,143 + 68 31,053 28,477 + 9.0
5941 *Sporting Goods Stores 2,044 1,799 +13.6 12,607 11,298 +11.6
5942 *Book Stores 687 711 - 34 5,500 5,365 + 25
5944 *Jewelry Stores 1,455 1,272 +14.4 10,037 8,799 +14.1
531Pt Conventional Dept Stores 3,716 3,782 - 17 26,906 26,389 + 20
531Pt Natl Chain Dept Stores 2952 3232 - 87 19,970 20,897 - 44
Subtotal 6,668 7,014 - 49 46,876 47286 - 09
531Pt Discount Stores 11,675 11114 + 50 78.240 72499 + 19
531 *Department Stores 18,020 17,831 + 11 122,708 117,654 + 43
539 *Misc General Mdse Stores 4173 4,649 + 27 31,922 31,127 + 26
541 *Grocery Stores 34,550 33,468 + 32 231,193 223,785 + 33
56 * Apparel Stores 8,567 8,362 + 2.5 58,451 56,499 + 3.5
561 Men’s & Boys’ Stores 700 698 + 0.3 5,157 5,183 - 0.5
562,3,8 Women’s Stores 2,413 2,615 - 17 17,398 18,488 - 59
565 Family Clothing Stores 3,259 2,916 +11.8 21,132 18,733 +12.8
566 Shoe Stores 1,559 1,526 + 22 10,520 10,188 + 32
591 *Drug Stores 7,250 6,664 + 8.8 50,318 47,879 + 51
596 *Nonstore Retail 5,205 4,794 + 86 37,660 36,382 + 35
5961 Mail Order 3,477 3,094 +124 24812 23,190 + 70
*Retailing Today Total
Store Retailingt 116,107 110,226 + 53 778,315 742,851 + 48
**GAF TOTAL 50,179 48,092 + 43 338,359 320,857 + 55
tExcludes car dealers, auto supply stores, variety and misc. general merchandise, eating and drinking places and service stations, and some specialty stores. (

**General, Apparel, and Furniture.

For further information, contact Nancy Piesto, Services Division, Bureau of Census, Washington, D.C. 20233. Telephone 301-457-2706/2708; fax 301-457-3677.
To subscribe to Monthly Trade, Sales and Inventory Report call Government Printing Office, 412644-2721 or 2828; or write GPO, Box 371975M, Pittsburg, PA 15250-
7975. Current cost is $57 per year. Handle same as magazine subscription. Will receive notice of renewal.
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SEX DISCRIMINATION AT CHEVRON SUBSIDIARY

Chevron Information Technology, a subsidiary of
Chevron Corporation (formerly Standard Oil Company),
has agreed to pay $8.5 million-plus as the result of a land-
mark sex discrimination lawsuit filed by 777 current or for-
mer female employees. The plaintiffs claimed that the
company discriminated against females in two ways:
1) women were paid less than men doing the same or
equivalent work; and 2) women were denied promo-
tions because they had reached the “glass ceiling.”

This case was headed towards a jury trial; but with juries
tending to show sympathy towards plaintiffs in sex dis-
crimination cases and Chevron Information Technology
fearing that an unusually large amount might be awarded
by a jury, the case was settled out of court. A factor which
may have influenced this decision is another out-of-court
$2.2 million settlement by the same subsidiary for a 1992
sex discrimination lawsuit brought by four women.

RThought: 1 wonder how many retailers could be
exposed to a major danger on the grounds of underpaying
women for the work they perform or not promoting
women to positions commensurate with the work they
perform?

RThought: How might I obtain a measure of how retail-
ers treat male versus female employees?

I have on file in a convenient location the annual reports
of most retailers doing over $1 billion in sales.

Most annual reports list their officers by name; thus, the
first name usually reveals the sex of the officer. On the
other hand, it is common knowledge that women comprise
the majority of customers for most kinds of retailers. It is
also common knowledge that women represent a majority
of the employees/associates. The following table is based
upon 93 annual reports (in a few cases, a 10K form was
used in lieu of an annual report) and indicates the number
of men and the number of women who are listed as offi-
cers. Assistant secretaries are listed separately because
this position has historically been filed by women.

Men 2,265 88.3%
Women 282 11.0
Assistant secretaries* 18 0.7
Total 2,565 100.0%

* Usually women
Continued

HOW USEFUL ARE NRF NUMBERS?

The National Retail Federation’s latest faux pas are the numbers
— reprinted, unfortunately, in reputable publications — report-
ed in “Mood Survey: Retail Holiday Outlook.” The Deloitte &
Touche survey was conducted in early October of this year for
the NRF and was based on 1,000 telephone calls. Just imagine
being asked in early October: “How much did you spend on
Christmas gifts last year? How much will you spend this
Christmas?” Could you answer either question with any degree
of accuracy? Apparently, Deloitte & Touche was satistied with
the results: $765 this year as compared to $685 last year, or a
12% increase! Further, the report broke the responses down by
age group and by income level, meaning even fewer than 1,000
consumers in each category and, thus, of much less accuracy.

The NRF reported a survey of “approximately 500 retailers, rep-
resenting a broad sampling of retail executives,” with no indication
of any weighting of the answers by types of retailer. It announced:
“With the 6% increase projecteg', oliday sales should approach
$466 billion this holiday season, up from $440 billion in 1995.”

The $440 billion sales figure tipped me off as to what comprises
the NRF’s definition of the “holiday season”: the November
and December sales for all types of retailers equaled exactly
$440 billion!!! But what did that $440 billion consist of that you
and I might not consider to be holiday season retailing?

Automobile dealers $ &7 billion
Supermarkets 72 billion
Gasoline . 24 billion
Eating and drinking places 39 billion
Fuel oll dealers 3 billion
Building materials 20 billion
Total $245 billion

Do you consider any of the above $245 billion to be “holiday buying™?

November and December are the low points of the year for
building materials and car dealers. And when was the fast time
you gave a Christmas or Chanukah gift of 10 gallons of gasoline
or 100 gallons of fuel oil for heat? On the other hand, during the
months of November and December, a sales increase is often
experienced in eating and drinking places because of
Thanksgiving, Christmas, and New Year's Eve. Of the $440 bil-
lion reported b{l the NRF as last year’s holiday season sales, I
would say less than $200 billion should be so classified.

RThought: Within eight hours of the NRF release of the pro-
jected 6% increase in holiday sales this year, I received tele-
phone calls from several newspaper reporters from around the
country, asking for my opinion on the increase! Not knowing at
the time the source of tne figure, I said the percentage is 6%
higher than I would place it because of severa}l) factors: 1) there
are 27 days between Thanksgiving and Christmas this year com-
pared to 31 days in 1995; 2) consumers are finally reducing the
size of their credit card balances, when, just last year, they were
adding to their debt by charging more than they were paying; 3)
stores are striving to keep their inventory in line so that the last
few days before Christmas of this year will not be like those in
1995, when the newspapers were tilled with ads for Christmas-
type merchandise which was marked down in order to sell it at
almost any price but, hopefully, at above cost (and which is
added to their sales but not to their profit).




By company, the men and women officers, as well as the assistant

secretaries, are as follows:

Fiscal
Year

1995
1996
1996

1995
1995

1995
1996
1996
1994
1994

1994
1995
1995
1995
1996

1995
1995
1995
1996
1995

1995
1995
1995
1995
1995

1995
1995
1995
1995

1996

1995
1995
1996
1995

1996

1995
7

1995
1996
1995

1995
1995
1994
1995
1995

1995
1996
1996
1994
1996

1995
1996
1995
1994
1995

Company

Albertson’s, Inc.
American Stores
Ames Department
Stores
AutoZone, Inc.
Avon Products

Barnes & Noble
Best Products
Best Buy Co.
Bradlee’s, Inc.
Bruno’s

Burlington Coat Factory
Caldor Corp.

Charming Shoppes
Circle K Corp.

Circuit City Stores

Consolidated Stores

CUC International

Dayton Hudson Corp.

Delchamps, Inc.

Dillard’s Department
Stores

Dollar General
Eagle Food Centers
Eckerd Corp.
Family Dollar Stores
Fingerhut Cos.

Fleming Cos.

Food Lion

The Gap, Inc.

Federated
Department Stores

Genesco, Inc.

General Host
Giant Foods
Grand Union
Great Atlantic &
Pacific Tea Co.
Handleman Co.

Hannaford Bros.
Hanover Direct, Inc.
Harcourt General, Inc.
Hechinger Co.

Hills Stores

Home Depot
Ingles Markets
Interco

Kmart Corp.
KohlI’s Corp.

Kroger Co.

Lands’ End

Levitz Furniture
The Limited, Inc.
Longs Drug Stores

Lowe’s Cos.

Marsh Supermarkets
May Department Stores
Melville Corp.
Mercantile Stores

Men

59
21
2

24
14

7
12
26
21
18

6
13
19
27
43
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Assistant
Secretaries*

Fiscal

Year Company Men Women

1995 Fred Meyer, Inc. 13 2 0
1995 Micro Warehouse 12 1 0
1995 Musicland Stores 2 4 0
1995 Nordstrom, Inc. 18 7 0
1995 Office Depot 34 3 0
1995 Pathmark 10 1 0
1995 Payless Cashways 16 2 0
1996 Penn Traffic 9 0 0
1995 J.C. Penney Co., Inc. 53 6 0
1995 Pep Boys 24 0 0
1995 Philllips-Van Heusen 16 2 0
1995 PriceCostco, Inc. 75 6 0
1993 QvC 35 5 0
1996 Revco DS, Inc. 23 0 0
1995 Riser Foods 16 0 0
1996 Rite Aid 29 3 1
1995 Ruddick Corp. 62 1 3
1994 Safeway, Inc. 64 7 0
1995 Service Merchandise 8 0 0
1996 Shopko Stores 30 4 0
1995 Smith’s Food & Drug 3 0 0
1995 Southland Corp. 17 1 0
1995 Spiegel 23 2 0
1995 Staples, Inc. 35 12 0
1995 Supermarkets General 10 1 0
1995 TJX Cos. 56 20 0
1995 Tandy Corp. 16 1 1
1996 Toys “R” Us, Inc. 68 9 0
1993 U.S. Shoe 10 1 0
1995 Venture Stores 22 0 0
1995 Vons Cos. 20 3 0
1995 Waban, Inc. 42 3 0
1995 Walgreen Co. 43 0 2
1996 Wal*Mart Stores, Inc. 148 10 0
1995 Weis Markets 9 0 0
1995 Weston 31 2 0
1995 Wickes Lumber 10 0 0
1995 Woolworth Corp. 18 6 0

*Usually women

RThought: An 81 ratio of men to women in retail companies may
not be proof of discrimination, but it is obvious that the ratio
between men and women among the top-level positions is nothing of
which to be proud.

It is my observation that among store managers and buyers there are
many more women than 1:8 men. Of the 93 companies listed, 24
(25%) have no women officers and 19 (20%) have only one.

Do you wonder how The Gap can be such a profitable, growing com-
pany with 46 women at the top? Or TJX Companies with 20
women? Or Consolidated Stores with nine women, as well as nine
with Food Lion?

HOW IMPORTANT IS GROSS MARGIN PER
SQUARE FOOT TO COMPANY PROFITABILITY?

Discount Stores News asked full-line discount stores to provide
departmental data for 20 departments and published its findings in
the August 5, 1996, issue.



FEATURE REPORT

WHY | WORRY ABOUT USING THE CPI

How many times do you use the Consumer Price Index? And how
many times do you assume that the CPI measures what it purports to
measure?

Do any of your leases contain a CPI adjustment clause?
Do any of your union contracts have such a CPI clause?

When you are adjusting your own pay rates, do you consider the
change in the CPI since your rates were last reviewed?

Have you ever asked yourself, “What if the CPI is wrong?” or “What
if the CPI always overstates what it purports to measure?” or “Do I
know how the U.S. Bureau of Labor Statistics collects the data from
which it computes the CPI1?”

I asked myself these questions over the Veterans Day weekend.

We subscribe to three local, daily newspapers; and starting with
Friday, November 8, and continuing through Sunday, November 10,
the papers were fat with run-of-the-press ads. Because some retail-
ers had both Friday and Sunday tabloids, we were inundated with 80
or 90 inserts — with wonderful prices — drawing hundreds of thou-
sands of readers into stores!

BUT NOT A SINGLE ONE OF THESE SALE PRICES WILL
LOWER THE CPL.NOR WILL ANY WEEKEND TABLOID
PRICE..EVER!

Let me explain.

First, let me give the importance of weekend prices. A few years
ago, I queried the CEOs of large retailers who where readers of
Retailing Today as to the percentage of business they did on week-
ends and holidays. Not all companies could provide a figure which
included holidays, but the range of weekend business was 38-40%.
With holidays, it would have been slightly higher.

Why are weekend and holiday prices important? Normally, these
prices are lower than weekday prices. But, first, let’s look at the per-
centage of a family’s expenditure spent on the type of merchandise that
is sold by the type of companies whose officers and others read RT:
Below is the weight by types of merchandise carried by “retailers™:

Weight (out of

Merchandise total 100%)
Food at home 9.780%
House furnishings 3.644
Household supplies 1.118
Apparel commodities 5.440
Medical care commodities 1.283
Entertainment commodities 2.003

Toilet goods and personal care commodities 0.634

Total 23.902%

Not all of the roughly 24% of expenditures by a typical family are of
the type included in weekend and holiday specials, but I would esti-
mate it to be 18-20%. In other words, getting the right price for mer-
chandise sold in retail stores on weekends is important in producing
a correct CPL.

BUT HOW DOES THE U.S. BUREAU OF LABOR
STATISTICS GET ITS PRICES?

The bureau has about 25,000 experienced shoppers who shop differ-
ent stores for items which meet CPI specifications. However, they
don’t shop on Saturdays, Sundays, or holidays! After all, they are
government employees! And we all know that in the government
only the military and the police work on Saturdays, Sundays, and
holidays.

These shoppers never shop stores when weekend sale prices are in
effect, yet retailers estimate that 40% of the merchandise is sold on
weekends and holidays! The Bureau of Labor Statistics simply does
not care.

There is a special congressional committee studying this matter.
After chatting with the professor at The Hoover Institution who
chairs the committee, however, I am not sure he understands what I
have set forth above.

Even on weekdays, the bureau shoppers may not record the correct
price but a higher price: The biggest error here results from our abil-
ity to take off a percentage discount at the point of sale. Suppose a
bureau shopper finds a garment on a rounder which meets the
bureau’s specification, and the topper states, “30% Off.” The cus-
tomer knows that a 30% discount will be applied at the register. The
bureau shopper does not purchase and does not do any arithmetic —
but the bureau shopper does record the price shown on the hang tag!

One can immediately see the overstatement of the CPI in merchan-
dise other than supermarket merchandise; supermarkets have sys-
tems and expend considerable effort to have their shelf prices match
their selling prices.

RThought: There is a solution to the first problem: schedule the
bureau shoppers when sale prices are in effect. Have the shoppers
work four days a week, two days on weekends and two during the
week. With pay at time and a half for working Saturday and Sunday,
the shoppers would be paid for five days and actually work only
four!

RThought: With more accurate CPI adjustments, savings to the
government would be great.

All Social Security payments are adjusted annually for the cost of liv-
ing. The savings would be enough to protect Social Security for
years, if not decades. The cost-of-living adjustment is based entirely
upon the CPI and is used to adjust military personnel (active and
retired) and most government pay schedules in most states and in
many counties and cities.

RThought: If you would like to send this article to a member of
Congress or to other government, you have permission to copy it
under my copyright. Just mark the copy: “Reproduced by permis-
sion of Retailing Today.”

THE TYPE OF PRICE REDUCTION THE BUREAU OF
LABOR STATISTICS CANNOT HANDLE — BUT THE CUS-
TOMERS CAN — is the Toys “R” Us 84-page catalog which was
included with the Veterans Day ads. I attempted to total the value
of the coupons, which ran about 12 to a page, but gave up because
many coupons said that an item was available at a fixed price; others
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WHY | WORRY ABOUT USING THE CPI (continued)

said that an item was “$5 off” if it was a certain catalog num-
ber; others said that an item was free with the purchase of two
items; and still others merely showed the item and the net
price at which it was available.

The cover of the catalog claimed $1,700 in coupon savings. Itried to
compute a total but could not. I am sure, however, that if one used
only half the coupons he or she would save more than $1,700!

Big jump in supermarket size. The Food Marketing Institute
reported that the median size (half larger and half smaller) of new
stores in 1994 was 48,200 square feet, compared to 38,000 in 1993.
An increase of more than 25% in one year is almost unheard of!
Perhaps the last time there was such an increase was when The
Great A & P replaced thousands of its corner stores with 5,000-
square-foot “supermarkets.” RThought: Obviously, room is
being made for all of the new SKUs in food, plus pharmacies, one-
hour eye glasses, bank branches, laundry and dry cleaning facilities,
on-site bakeries, one-hour photo services — and leaving space for
food courts to compete with Starbucks, McDonald’s, and others!

Disproving a survey conducted by the National Home
Center News. In the June 3, 1996, issue, NHCN reported that a
survey of 1,000 American consumers indicated that almost 40% said
that they plan to shop for supplies at DIY supercenters, such as
Home Depot and Lowe’s. (On May 26 — the week before —
NHCN published a list of the 500 top home centers, with total sales
at roughly $600 million, including Home Depot at $15.470 billion
and Lowe’s at $7.075 billion, for a total of $22.545 billion. These two
leading chains represented 37.6% of the total reported by the top
500 home centers.) RThought: Projecting “almost 40%” for 1996
means a slight increase for these two superstore chains. And it is not
a “big change.” Assuming that Menard’s, HomeBase, Builders
Square, and a few others also operate some supercenters, the 40%
projection may indicate a decline in the percentage done in 1997 by
supercenters.

Things I cannot understand. Safeway, Inc., paid civil penalties
of $135,000, court costs of $49,000, and gave $75,000 worth of gro-
ceries to food banks in three California counties because it was sell-
ing, as “fresh,” meat which had been previously frozen. Safeway
also extended the “sell by,” the “use or freeze by,” and the “best if
used by” dates by four days. RThought: Sacramento County
found out about this practice from an ex-employee. As it was done
in the Pak’n Save warehouse stores acquired by Safeway some years
ago and now numbering 19, one can only guess that someone was
trying to meet some goal or increase a bonus. The report indicated
that this practice was followed throughout the warehouse chain.
How could someone above store level not have known about this
practice? If someone above store level knew, why didn’t he or she
stop the practice? RThought: The $250,000 penalty isn’t going to
hurt Safeway; what will hurt Safeway in Sacramento, Alameda, and
San Joaquin counties (in addition to Contra Costa County, where I
have my residence and where the local paper carried the report) are
the people who suddenly don’t shop at Safeway and who will ques-
tion everything: meat, fish, and poultry products, dairy products,
produce, drug items, anything that could hurt family members if not
pulled on time and honestly presented.
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SHORT SHORTS

RThought: Iam equally certain that a mother with two or three kids
under 10 would have found enough savings to prompt her NOT TO
SHOP WALAMART, KMART, AND TARGET, the primary com-
petitors of Toys “R” Us. In recent years, the major discount store
chains have been taking an increasingly large percentage of the toy
market. Toys “R” Us doesn’t care if the Bureau of Labor Statistics
has a problem in pricing any items on the 84 pages of its catalog —
some of which may be on the list of items used to determine the CPI.

It brought back memories of an old consultant’s story....
At a meeting of the Direct Marketing Association of Detroit, Chris
Cedergren, a featured speaker, said, “For many carmakers, the cost
of advertising, marketing, and distributing a new vehicle would soon
surpass the cost of actually building it!” The story: After four weeks
of completely analyzing the problems of a manufacturer, the consul-
tant said, “All you have to do is reduce the cost of making your gad-
get by $3,” to which the manufacturer replied, “It doesn’t cost $3 to
make!”

Be careful if you do business with Lucent Technologies.
Lucent Technologies, which inherited business from AT&T, has the
maintenance agreement on my Merlin telephone system (eight
phones including one portable) for which I pay $68.73 per month.
When the battery in the portable phone went dead, I called Lucent,
and it sent me a “free” battery but charged $21 in service charges!
RThought: Ilearned too late that the same batteries are available at
my local Radio Shack, which I pass almost every time I go into town,
and which charges no service charge but only $10 for the battery!

The most annoying message on earth: The message on voice
mail said, “I am in the office but have left my desk. Please leave a
message on my voice mail at the sound of the beep, and I will call
you when I return.” RThought: I don’t have voice mail, but I am
convinced that 1) many who do have voice mail do not listen to it, 2)
half of those with voice mail do not return calls, and 3) there must be
abutton that, when pushed, cancels all messages. RThought: I use
an answering service which uses human beings! The service faxes
messages to me; and if the operator believes a call to be important
when I am traveling, I can receive the message Via my beeper.
RThought: What we need is something that will transfer voice
messages to print media so that people will receive messages as I do!

The world without cigarettes! Canada’s Oshawa Group Ltd.
plans to sell its drug chain, Pharma Plus, because 130 of its 147 stores
are located in Ontario, the Canadian province which has banned the
sale of cigarettes in drug stores. A professional board in Canada has
ruled that it is improper for pharmacists, a profession based on heal-
ing, to peddle a product that is dangerous to the lives of its cus-
tomers. For the year ending January 27, 1996, the stores experi-
enced a loss of $6.2 million. Not only did Pharma Plus lose the cig-
arette revenues but it lost other purchases which would have been
made by customers while buying cigarettes. At the same time, com-
petition from Wal*Mart Canada and Loblaw Companies is reduc-
ing its profit on filling prescriptions. (Note: Wal*Mart has elimi-
nated cigarettes from all of its Canadian stores, as Target has done
in the U.S.) RThought: In all probability, the stores are too large
for a pharmacy only, but I believe that a purchaser with more imag-
ination and who is uninhibited by the past format will turn a profit in
most of the 147-store locations.



Taking the data on full-line discount stores, I computed the gross
margin per square foot.

Percentage  Gross Sales Gross Margin
of Store Margin per Dollars per
Department Sales  Percentage Square Foot Square Foot
Miscellanous 231% 40.42% $907.58 $366.84
Food 8.64 19.18 761.16 145.99
Pharmacy 317 24.55 514.88 126.66
Jewelry/watches  1.73 41.53 259.51 107.17
Cosmetics 1.68 25.01 398.84 99.75
Hardware 3.00 3423 279.16 95.55
Photo 1.51 16.89 51332 86.70
Automotive 2.67 22.03 377.21 83.10
Houseware 7.07 29.07 29.67 81.30
Stationery 352 40.40 198.62 80.24
Furniture KRY 32.19 232.32 74.78
Consumer electronics  7.88 16.46 446.40 73.48
Crafts 1.25 38.01 154.44 58.70
Toys 5.15 28.07 205.36 57.64
Household cleaners 3.03 19.56 254.50 49.78
Sporting goods 3.58 2124 18035 49.13
Domestics 5.39 3385 153.71 48.65
Health & beauty care  6.20 19.78 341.26 4172
Apparel 25.11 33.61 133.85 44.99
Lawn & garden 4.01 2824 142.54 40.25

RThought: Compute these figures for each department in your
store. Do you have too much space devoted to apparel and to lawn
and garden, both departments yielding less than $45 gross margin
per square foot? If you condensed each department by 10%, would
you still receive the same gross margin dollars (thus a higher gross
margin per square foot) and give some more space to departments
with $95 or more gross margin dollars per square foot (thus ending
up with more gross margin dollars out of the same size store)?
Would it improve your profit? Is it worth experimenting with?

Apparel has the sixth from the highest gross margin percent-
age. If gross margin percentage is as important as most say it
is, including many retail analysts (especially those who criti-
cized Floyd Hall of Kmart Corporation when he introduced
The Pantry, by saying, “How can Hall improve his gross prof-
it with a low gross margin department?”), perhaps something
can be learned from these figures.

You might also play around with direct department expenses (in dol-
lars per square foot) and see how little they fluctuate from depart-
ment to department, regardless of gross-margin percent. It might
also encourage you to see how much you can improve store profit by
working to increase gross margin dollars per square foot.

WHY DOES THE TIMES CONTINUE
TO PUBLISH ERRONEOUS INFORMATION?

The New York Times’ slogan, “All the news that’s fit to print,”
implies that a story or data must be accurate to be printed. On
August 4, 1996, however, this newspaper carried a short article on
welfare recipients which included a pie chart showing certain classi-
fications of recipients:

Hispanic 23%
Black 34
White and other 43

No such figures have ever been released by the government!

Every time the U.S. government releases figures pertaining to race
or nationality, a footnote is included which reads, “Persons of

Hispanic origin may be of any race,” because a person’s classifica-
tion of “Hispanic origin” is solely upon the basis of their last name.
In other words, the 23% Hispanic are also included in the 43% white
and other and in the 34% black.

The 1990 U.S. Census of the resident population is presented as
follows:

White 199,686,000
Black 29,986,000
American Indians, Eskimo, Aleuts 1,959,000
Asian, Pacific Islanders 7,274,000
Other races 9,806,000
Total 248,711,000

A separate breakdown of Hispanics, which can be of any race, is the
following:

Historic Origin
Mexican 13,496,000
Puerto Rican 2,728,000
Cuban 1,044,000
Other Hispanic 5,086,000
Hispanic total 22,354,000

If Mary O’Brien marries Manuel Ponce de Leon, Mary, as well as all
of their children, will be categorized as Hispanic.

From what the Times reported, I assume that some government
report stated that of those receiving welfare benefits 43% were white
and other (which would include American Indians, Eskimos, Aleuts,
Asians, and Pacific Islanders) and 34% were black. However, the
figures had a separate breakdown of Hispanics in addition to blacks
and whites.

If my assumption is correct, the pie chart should have been simple:

White and other 66%
Black 34

RThought: Perhaps the Times had reworked the figures and did
not like the idea that the white and other category represented a
majority of the recipients on welfare and, thus, created the Hispanic
category to reduce the white recipients to a minority.

Note: Iknow these remarks are confusing. If you have questions,
fax me at 510-284-5612 and I will reply.

RETAILERS LISTED AMONG THE
100 LARGEST ADVERTISERS

Advertising Age annually prints the top 100 companies based on dol-
lar advertising expenditures in the U.S. In its recent list for 1995,
nine of the top 100 companies were retailers:

$ (.millions) $ (millions) Percentageof  On

Rank Company in US. in Sales Advertising ~ Web?
6  Sears, Roebuck $1,226 $34,925 3.5% No
21 J.C.Penney 602 21,419 2.8 Yes
24 Federated 510 15,049 34 Yes
28  Kmart 482 34,389 14 No
4 May 358 10,507 34 No
46  Circuit City 343 7,029 49 Yes
48  WalxMart 339 93,627 04 Yes
50 Dayton Hudson 328 23,516 14 No
52 Tandy 304 5,839 5.2 No
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Arranged by percentage of sales spent on advertising:

WalxMart 0.4%*
Kmart 14
Dayton Hudson 14
J.C. Penney 28
Federated 34
May 34
Sears, Roebuck 35
Circuit City 49
Tandy 5.2

*Does not include cost of 13 tabs per year with circulation of
about 90 million

RThought: One reason why Wal*Mart can sell for less and yet
stay in business is that its expense rate is lower. Much is written in
the trade press about Wal*Mart’s lower distribution expense, but I
don’t recall the same observations ever being made regarding its
lower cost of advertising (I am certain that with Wal*Mart, as with
other retailers, a part of the cost is often borne by the vendor in the
form of cooperative advertising).

SHORT SHORTS

Let me acknowledge a retailer with a heart of gold: It should
not pass unnoticed that Sam Skaggs, who built Skaggs Drugs in Salt
Lake City into American Stores, with a volume of about $20 billion,
and his wife, Aline, recently contributed $100 million to the Scripps
Research Institute in San Diego towards research into prescription
drugs. This type of research is not their only area of interest: he and

his wife have made contributions to universities in Utah. (Note: I
saw this latest announcement in The New York Times; however, 1
did not see it in the trade press. The trade press devotes little space to
“good works,” even though retailers often deserve applause. If the
good works of retailers were reported, other retailers might do more. \(

WalxMart has entered those countries within Latin American
which have the most credit-card volume, with Brazil, Argentina,
and Mexico combined producing 73% of the volume.

1995 Volume
Country ($ million)
Brazil $15,698
Argentina 8,120
Mexico 6,224
Subtotal $29,932
Total of 32 countries $41222

Columbia, Chile, and Venezuela also experienced volume over $1
billion. Other countries were below $400 million.

RThought: Credit card sales are of growing importance in more
and more developing countries. (Source: The Nilson Report, No.
622, June 1996. For further information regarding a subscription —
24 reports at $695/yr. — telephone 805-983-0448 or fax 805-983-
0792.)

RETAIL MONTHLY/YEAR-TO-DATE
SALES COMPARISON
(Unadjusted $ millions)

SIC AUGUST
Code Category 1996 1995
52 *Bldg Matl Group $12,069 $ 11,339
57 *Furniture Group 11,602 11,009
571 Furniture Stores 5,904 5,596
572 Appl, TV, Radio Stores 4,850 4,524
5941 *Sporting Goods Stores 2,223 1,952
5942 *Book Stores 1,225 1,133
5944 *Jewelry Stores 1,541 1,408
531Pt Conventional Dept Stores 4,621 4,463
531Pt Natl Chain Dept Stores 3.476 3.438
Subtotal 8,097 7,901
531Pt Discount Stores 12.680 11,516
531 *Department Stores 20,777 19,417
539 *Misc General Mdse Stores 5,073 4,859
541 *Grocery Stores 34,944 33,259
56 *Apparel Stores 10,270 9,616
561 Men’s & Boys’ Stores 796 755
562,3.8 Women’s Stores 2,679 2,822
565 Family Clothing Stores 3,928 3,386
566 Shoe Stores 1,988 1,885
591 *Drug Stores 7,429 6,894
596 *Nonstore Retail 5,266 5,514
5961 Mail Order 3,444 3,500

*Retailing Today Total

Store Retailingt 123,173 116,520
**GAF TOTAL 56,197 52,417

Year-to-Date

Percentage Eight Months Percentage
Change 1996 1995 Change
+ 6.4% $ 88,068 $ 82,939 + 6.2%
+ 54 85,476 79,932 + 6.9
+ 5.5 42,924 40,659 + 56
+ 72 35,950 33,001 + 89
+13.9 14,812 13,250 +11.8
+ 81 6,748 6,498 + 38
+ 94 11,546 10,207 +13.1
+ 35 31,525 30,852 + 22
+.1.1 23,446 24335 =37
+ 25 54,971 55,187 - 04
+ 101 90,920 84,015 + 82
+ 70 145,891 139,202 + 48
+ 44 36974 35,986 + 27
+ 51 266,105 257,044 + 35
+ 68 68,723 66,115 + 39
+ 54 5,941 5,938 + 01
- 51 20,076 21,310 - 58
+16.0 25,047 22,119 +132
+ 55 12,512 12,073 + 3.6
+ 78 57,748 54,773 + 54
- 45 42,880 41,896 + 24
- 16 28,204 26,690 + 57
+ 57 903,845 861,502 + 49
+ 72 394,530 373,274 + 57

tExcludes car dealers, auto supply stores, variety and misc. general merchandise, eating and drinking places and service stations, and some specialty stores.

**General, Apparel, and Furniture.

For further information, contact Nancy Piesto, Services Division, Bureau of Census, Washington, D.C. 20233. Telephone 301-457-2706/2708; fax 301-457-3677.
To subscribe to Monthly Trade, Sales and Inventory Report call Government Printing Office, 412644-2721 or 2828; or write GPO, Box 371975M, Pittsburg, PA 15250-
7975. Current cost is $57 per year. Handle same as magazine subscription. Will receive notice of renewal.
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