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Inventory Management 

� Introduction 
� Open to Buy  
� The Virtuous Cycle 
� Turn Rate Analysis 
� Sales Per Square Foot 
� Exceptions to the Rule 



Maximum Profit 

Potential 



Application 

� Brick and Mortar 
� Three Types of Stores 
� Tools have selective application 



Open to Buy 

� Purchasing budget for merchandise 
� Separate from your store budget 
� Zero sum game 
� First step is tracking for balance 
� Includes sales and forecasting 



Open to Buy 

Create a simple spreadsheet 



Open to Buy 

Sales 



Open to Buy 

COGS (Cost of Goods Sold) 



Open to Buy 

Available Budget 



Open to Buy 

Purchases (what I spent today) 



Open to Buy 

Balance Available 



Open to Buy Objectives 

� Pitfalls of over-spending 
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Open to Buy Objectives 

� Pitfalls of over-spending 
� Pitfalls of under-spending 
� Measuring is the key 
� Leads to The Virtuous Cycle 



The Virtuous Cycle 



Turn Rate Analysis 

What is a turn rate? 



Turn Rate Analysis 

� What is a turn rate? 
 
Annual Sales (Gross) 
Inventory Value (current, at MSRP) 



Turn Rate Analysis 

Track turn rates for: 
�  Individual Items 
� Product Lines 
� Entire Store 



Turn Rate Analysis 

What’s a good turn rate? 
It depends. 
� A good overall average is 3-4. 
�  Some categories average much higher 
� Too high a turn rate can lose you sales 



Turn Rate Analysis 



Sales Per Square Foot 

� Excellent for small stores 
�  Identifies lost opportunities 
�  Justifies high density marginal product 



Sales Per Square Foot 

�    



Sales Per Square Foot 

�    



Exceptions to the Rules 

“If all you have is a hammer, 
everything looks like a nail.”  
–Abraham Maslow 



Exceptions to the Rules 

Top of Mind 



Exceptions to the Rules 

Cohesive Collections 



Exceptions to the Rules 

Rule of Seven 



Dumping Dead Product 

�  In-store clearance sections 
� Online: Ebay and Amazon 
� Conventions 
� Donations to non profits  (Toys for Tots) 
� Trash and Recycling 



Summary 

� Open to Buy 
� Turn Rate Analysis 
�  Sales Per Square Foot 
� Exceptions to the Rules 
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