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Keeping Specialty Special

The Competency Continuum



Keeping Specialty Special

When to hold on; When to let go

Sometimes I worry I‟m not 

doing this job properly.

Me too

Insecurity guards.

Sometimes I worry 

that I‟m not doing 

this job properly

Me too



Why are you here?

Carpe Viam

Good leaders never stop learning



My Goals for You

1. Go home with a plan

2. Be excited for change

3. To make a difference

Carpe Viam

Make it specific and intentional



Carpe Viam
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Carpe Viam

In the Last 5 Years

• Specialty Running retail up over 40%

• Footwear up over 65%

• Accessories up over 45%

• Apparel down nearly 30%

Product Mix Footwear Apparel Accessories

2006 60% 21% 19%

2010 70% 11% 19%



Are you putting yourself out of 

business one great footwear fit 

at a time?

Carpe Viam

Cost Analysis

Lack of product diversity makes you more vulnerable



Carpe Viam

Outside Forces

• Opens Specialty Running Store in NYC

Footlocker

• Target Running as strategic growth category

Dicks and TSA

• Having success in large format brick and mortar

Road Runner Sports



Life is merciful, but unfair

Business is unmerciful, but fair

Carpe Viam



"How did you go bankrupt?

Gradually, then suddenly."

—ERNEST HEMINGWAY, THE SUN ALSO RISES

Carpe Viam

Cost Analysis

Complacency is our biggest competitor



It takes a good business to be 

a special business

Carpe Viam

Cost Analysis

What are the earmarks of a good business?



Carpe Viam

The 5 Ingredients to Special

1. Margins over 43% and Turn of 4       (GMROI of $3.00)

2. Average sale over $90 and a UPT of 3

3. Apparel pushing 20% of total sales

4. Training & Development as part of cultural DNA

5. Proactive and Integrated marketing campaign/calendar



Carpe Viam

70% of your Revenue goes towards 

Inventory and Payroll

The Roadmap to a good business

November „10

2 %

2 % 2 %



Carpe Viam

But Parker, 

I‟m not a numbers 

person!



Carpe Viam

Business revolves around 2 things



Carpe Viam

Mathematics

& 

Relationships



Carpe Viam

Mathematics

• Profit

• Cash Flow

• Return on Investment

Relationships

• Employee Development

• Customer Experience

• Marketing Energy



Carpe Viam

-Abraham Maslow
Hierarchy of Needs (1947)

Stability

Fulfillment



Carpe Viam

Retail is a highly reactive business.  

As a result you must be highly proactive

Building a Strong Foundation

It all starts with the 

Sales Plan



Nuts & Bolts

The Sales Plan

Enter 2010 Sales and Margin by Department

Step 1:

Quick Tips

• Go to „Plan‟ Tab

•Enter 2010 Sales and margin in WHITE boxes

•Accessories represent the  Plug



Carpe Viam

A Sales plan remains an idea until it is 

written down

How much do you 

plan to grow in 

2011?



Nuts & Bolts

The Sales Plan

Enter 2011 Growth Plan by Department

Step 2:

Quick Tips

• Go to „Plan‟ Tab

•Change WHITE boxes of Plan Inc% by Department

•Footwear represent the  Plug



Nuts & Bolts

Your plan is The Measuring Stick



Carpe Viam

Getting Proactive:  Establishing a Sales Plan

QUICK TIPS

The one certainty about the plan is that 

it will be WRONG!



Carpe Viam

Now, how are you going to get there?

The only 2 ways to increase business...

1.  Sell more to each customer

2.  Sell to more customers



Carpe Viam

Increasing the Average Sale 

requires emphasis on what 

capacity of the business?



Carpe Viam

Training

•What specifically are you going to do to 

improve staff training?

2. Average Sales above $90 and UPT of 3

4. Training & Development as part of cultural DNA



Carpe Viam

Increasing the # of Transactions of 

a business requires emphasis on 

what capacity of the business?



Carpe Viam

Marketing

•What specifically are you going to do to 

improve marketing?

5. Proactive and Integrated Marketing Campaign/Calendar



Nuts & Bolts

Daily Sales

2011 Daily Sales

Quick Tips

• Every day at closing

•Drives Average Sale



Carpe Viam

The Rearview and the Windshield

1.  Turnover tells you how you did…

Cash Flow…

2.  Months of Supply tells you what you need…

Meeting demand when you need it



Carpe Viam

1. Margins over 43% and Turn of 4       (GMROI of $3.00)



Nuts & Bolts

Inventory
Targets

Quick Tips

•Turnover targets drive GMROI and MOS

•3 is a magic number for both GMROI and MOS metrics



Nuts & Bolts

Inventory

Actual

Quick Tips

•The “KEY” to cash flow and return on investment

• If anything has had a birthday, YOU are paying IT to be there



Carpe Viam

Our Goal:  

To quickly find the highest 

price at which a product will 

sell that will achieve our turn 

expectation.



Carpe Viam

Hold vs. Sell

Hold

Sell



Carpe Viam

QUICK TIPS

• Footwear capacity:  2000 shoes

• Avg. Retail:  $100 X 2000 units = $200,000

• Annual Footwear Sales: $700,000

• Turns necessary to justify investment:  3.5

• Minimum Annual Sales per Style:  42 pair

Managing your Real Estate:  Think Units not 

Dollars

Question?

What should the average inventory be to have an annual turn of 4?



Carpe Viam

70% of your expenses go towards 

Inventory and Payroll

The „Kiss on the Forehead‟ test

Gross Margin Return on Investment (GMROI)

Gross Margin Return on Employees (GMROE)



Carpe Viam

The „Kiss on the Forehead‟ test

Everything has to pay you back 

1.  Your Product

2.  Your Employees



Carpe Viam

Return on Inventory Investment

Annual GM$ 450,000

Average Inventory @ Cost $150,000

$3.00 ROI

Cost Analysis

• Managing Inventory—Running Specialty has $200,000 @ Cost

• Investment decisions—Eliminate “Just in Case” inventory

• Paying you Back—Running Specialty GMROI s/b $3.00

1. Margins over 43% and Turn of 4       (GMROI of $3.00)



Carpe Viam

Footwear Buying

•Your Top 40 represent at least 70% of your business

•Start Vendor Agnostic



Carpe Viam

Apparel Buying



Carpe Viam

Return on Employee Investment

Annual GM$ 450,000

Annual Payroll* $150,000

$3 per Employee
*Does not include owner compensation

Cost Analysis

•Hiring & Firing direct reports

•Managing Payroll

•Compensation plans



Buy-Present-Sell
Barriers to Success

 Lack of buy-in from Ownership/Management
 It’s too hard

 I don’t have time

 I will be fine without it

 Lack of buy-in from Staff
 Projection of personal values on the customer

 Old guard employees resist change

 Out of comfort zone

 Poor Selling Culture
 I give the customer what they think they need—nothing more

 Clinical fitting process on footwear

 One on One selling environment



Create A Rally Cry!

•“What do you sell?”

•“What makes you special?”

•“What will give you what it takes?”

“Carpe Viam”
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The Retail Dashboard allows you to 

get & stay in control

Download at www.irra.org. 

http://www.irra.org/


Carpe Viam

Return on Employee Investment

Annual GM$ 450,000

Annual Payroll* $150,000

$3 per Employee
*Does not include owner compensation

Cost Analysis

•There are no hard and fast rules

•There are many rules of thumb

•No 2 structures look the same



What is Culture?

Carpe Viam



Culture is defined by

“the way we do things around here”

Carpe Viam



The What + The Who 

equals

“the way”

Carpe Viam



Carpe Viam

The 5 Ingredients to Special

1. Margins over 43% and Turn of 4       (GMROI of $3.00)

2. Average sale over $90 and a UPT of 3

3. Apparel pushing 20% of total sales

4. Training & Development as part of cultural DNA

5. Proactive and Integrated marketing campaign/calendar



Carpe Viam

3 Legs of Business

• Avg. Sale and UPT

• Apparel @ 20%

Front of 
House

• Turnover and Margins

• Training & Development

Back of 
House

• Marketing Campaign

Outside of 
House



“Man is the only animal who 

runs faster when he has lost 

his way”

-Rollo May, Psychologist

Carpe Viam



THREE LEGGED STOOL

Rocks of Responsibility

Front of House

Outside Sales

Cashiers

Rentals

Sales

Customer Service

Special Orders

Till Management

Store Opening Tasks

Store Closing Tasks

Race Registration

In-Store Event Execution

Sales Floor Management

Client Telling

Product Training

Back of House

Shipping 

Creating OTB budget

Inventory Management

Transfers

Accounting

Accounts Payable

Continuing Education

Scheduling

Interviewing

Employee Training

Employee Development

Stocking

Returns

Reporting

Payroll

Facility Management

In-Store Presentation

Footwear Future Purchasing

Apparel Future Purchasing

Footwear At Once

Apparel At Once

Accessory Purchasing

Sales Planning

Long Term Planning

Data Integrity

Outside House

Email Marketing

Customer Database

Website

Facebook

Twitter

Blogs

4 Wall Marketing

Outside Event Planning

Outside Event Execution

Professional/Doctor Programs

Brochures

Store Collateral

Graphic Design

Content/Copywriting

Classes

Training

B2B affiliations

Athlete Sponsorships

Charitable  Sponsorships

Event Sponsorships

Ambassador Programs

A  Assigned Rocks that aren’t getting done       U Unassigned Rocks that aren’t getting done     2  Rocks assigned to multiple staff
C  Unassigned Rocks that are getting done (no Champion)     Unmarked Rocks are assigned to a Champion and are getting done



Outside Sales
Cashiers
Rentals
Sales
Customer Service
Special Orders
Till Management

Store Opening Tasks
Store Closing Tasks
Race Registration
In-Store Event 
Execution
Sales Floor 
Management
Client Telling
Product Training

Front of the House



Shipping 
Creating OTB budget
Inventory Management
Transfers
Accounting
Accounts Payable
Continuing Education
Scheduling
Interviewing
Employee Training
Employee Development
Stocking
Returns
Reporting

Payroll
Facility Management
In-Store Presentation
Footwear Future 
Purchasing
Apparel Future 
Purchasing
Footwear At Once
Apparel At Once
Accessory Purchasing
Sales Planning
Long Term Planning
Data Integrity

Back of the House



Email Marketing
Customer Database
Website
Facebook
Twitter
Blogs
4 Wall Marketing
Outside Event Planning
Outside Event Execution
Professional/Doctor 
Programs
Brochures

Store Collateral
Graphic Design
Content/Copywriting
Classes
Training
B2B affiliations
Athlete Sponsorships
Charitable  Sponsorships
Event Sponsorships
Ambassador Programs

Outside the House



Carpe Viam



Rock Assignment

Assigned/Getting Done

(Blank)

Assigned/Not Getting Done

(A)

Unassigned/Getting Done

(C)

Unassigned/Not Getting 
Done

(U)

Double 
Assigned

(2)



Specialty Nuts & Bolts

Employee Compensation

71



Specialty Nuts & Bolts

Employee Compensation
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Specialty Nuts & Bolts

Employee Compensation
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Specialty Nuts & Bolts

Employee Compensation
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Specialty Nuts & Bolts

Employee Compensation
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Specialty Nuts & Bolts

Employee Compensation
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Every Rock has a Price Tag

Carpe Viam



Carpe Viam



Specialty Nuts & Bolts

Bonus Payouts
Reward what they Control

79

• Average Sale

• UPT (Units per Transaction)

Sales 
Associates

• Revenue

• Average Sale
Floor Manager

• GMROI

• Revenue
Buyers

• Margin

• GMROE

Senior 
Manager

• TransactionsMarketing



My Goals for You

1. Go home with a plan

2. Be excited for change

3. To make a difference

Carpe Viam

Write down every question. 

Don‟t leave until you have answered it?



Karnan Associates

Parker Karnan

parker@karnanassociates.com

206.601.7019

www.karnanassociates.com

Specialty Nuts & Bolts

November 16th, 2010
Austin, TX

http://www.karnanassociates.com/

