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CHAPTER

Staff Planning

Staff optimization is not about
reducing staff—it’s about having
the right number of staff at the
right time in the right place.
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Staff Planning

AT ONE TIME OR ANOTHER, we've all been at that store.
Perhaps it was the television ad we saw the night before, or
perhaps it was the flyer that fell out of the morning paper.
But whatever it was, it worked—because now we're actually
there, looking for that limited time special on widgets. And
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that’s when things start to go awry. Perhaps
it’s because we can't find what we’re looking
for. Or it might be that we did actually find
the widget section, but suddenly realized that
were not quite certain what size we really
need. “If I could just find a salesperson,” we
say to ourselves, twisting our head left and
right in the hope of actually seeing someone
wearing the store colors. Then, after a moment
or two of searching to no avail, we realize the
plain truth: “I guess I can come back and get it
later.” Sure, we can come back later. The prob-
lem, from the retailer’s point of view, is that we
often don't.

If there is an unforgivable sin in retail, it is
certainly what was just described in the para-

graph above. If retail was a spectator sport, this would be the
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equivalent of watching your favorite baseball team make it to the
World Series, only to strike out in the ninth inning and lose by one
run. It doesn't really matter that they lost by a single run—the point
is, they lost. In this case, they lost the sale. They may have even lost
the customer.

The full extent of the tragedy comes from the irony of knowing how
much was invested, only to see it all thrown away at the moment
of truth. So much cost and effort goes into branding, advertising,
and promoting a store and its products, all with the aim of acquir-
ing new, incremental customers. And when they finally respond by
coming into the store, they are generally predisposed to either buy
or at least seriously consider a purchase. Given what it cost to get
them there, it’s absurd that any retailer would willingly let them
walk away disappointed.

And yet, as every retailer knows, staffing costs money, lots of money.
Staffing is, in fact, the single largest operating expense on most
retailers’ financial statements. Having insufficient staft is disastrous,
but then so is having too many staff. So what is a retailer to do?

In this chapter, we will consider the problem of staft scheduling and
optimization. As we will see, the answer lies in traffic patterns.

Staffing and traffic

Let’s start by looking at traffic by day of week for an average week
for a particular retailer. As shown in Figure 5-1, at store A, Mondays
start relatively strong, dropping off through the middle of the week,
and then ramping up through Friday and peaking on Saturdays.
As the manager, if this was all the information you had for staff
planning, you would be relatively well-armed to devise an effective
staff schedule for the coming week.

Staffing to traffic volume is not a particularly difficult concept;
in fact, it is quite intuitive. In this case, the manager will want to
ensure that she has enough staft for Saturdays and Sundays—the
highest traffic volume days of the week. Furthermore, she’ll want

to ensure that she doesn’t over-staff during the mid-week slump of
Tuesday, Wednesday and Thursdays.
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Store A: Average traffic by day of week
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One size doesn’t fit all

Understanding traffic patterns is critical, but don’t think that just
because you know what the traffic pattern in one store is, it will be
the same for all your stores. Every store is different. They’re unique.
And, consequently, they will have unique traffic patterns. Retail
managers need to be aware of this and be careful not to leap to the
incorrect conclusion that what happens in one location will be the
same for another. Yes, it makes it easier for management to think in
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Average traffic by day of week Store B
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generalizations (especially in large chains), but it will lead to sub-
optimal results.

Interestingly, even stores in the same chain and same geographic
market have variations in their traffic patterns. The charts in Fig-
ures 5-2 and 5-3 show two stores in the same chain located in the
same market. As you can clearly see in the weekly traffic distribu-
tions, in order to match staff to traffic, each manager will need an
entirely different staffing schedule. If this retailer tried to impose
a standard schedule, one or the other (and potentially both) stores
would be sub-optimizing. Not only are the traffic patterns different
by day-of-week, but the total volumes are different as well.

Traffic“velocity”: The speed of retail

As demonstrated, having a solid understanding of traffic volume and
the timing of prospects in your store is critical to effective staff plan-
ning. But in order to fully understand what’s going on, you need to
dig just a little bit deeper. An example will help make the point.

Let’s say you are the store manager and that your average traffic
counts by day of week are as shown in the chart in Figure 5-4.
Clearly, the busiest day of the week is Saturday—just as it is for
many retailers. And, in this case, Sundays have the lowest total
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traffic counts. This is useful information for planning staft. If you
were the manager, how would you plan your staff? Based on total
traffic, you obviously need the most staff on Saturdays and the least
on Sundays, and something in-between for the other days—right?

Average traffic by day of week
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Figure 5-4

Although this seems quite reasonable based on everything we've
said so far, we'll need to dig just a little deeper to be absolutely sure.

Here’s why.

The days of the week are not necessarily comparable in one very
important way: store hours. Most retailers vary the stores hours
by the day of the week. The difference in store hours changes the
traffic distribution.

In this example, let’s say the store hours are as follows:

Come in, we're

OPEN

STORE HOURS

[weoneson s B
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Another way to look at it would be to say that Monday and Tues-
days have 10 operating hours, Wednesdays through Saturdays have
12 operating hours and Sundays have 5 operating hours—so far, so
good. We have summarized the operating hours in Table 5-1.

Table 5-1
Operating hours

S Operating
C i
ome In, were Hours
O I E N >

STORE HOURS 10

0 - B 10
12
12
12

12

Now if we compare traffic volumes to operating hours, not surpris-
ingly, total traffic volumes appear to be related to store operating
hours. That is, generally the more hours the store is open, the
higher the total traffic. Table 5-2 clearly shows this. This is intui-
tive, 1sn’t it?

Table 5-2
Operating hours compared to traffic counts

Come in, we're Operating  Average
—> Hours Traffic
OPEN [l -
STORE HOURS 10 985
mm Bm 10 1,150
7 |
12 1,450
12 1,600
— 12 1,790
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Now let’s divide total daily traffic by the number of operating hours
per day and see what our average traffic counts per hour are based
on this data. As the Table 5-3 shows, when we look at traffic on a
per hour basis, we see that Sunday’s average 160 counts per hour.
Hey, that’s more than Saturday’s!

Table 5-3
Traffic velocity by day of week

Average Operating Traffic

Traffic Hours per Hour
800 5 7160 =,
985 10 99" N
1150 10 e The highest
1,100 12 92 traffic count
1,450 12 121 per hour
1,600 12 133 or traffic
“velocity”
1,790 12 149
OcCccurs on
Sundays

Understanding total volume is critical to effective staff planning,
but you also need to consider the traffic flow or “velocity,” as well.
Traffic velocity is simply the average volume of traffic per hour. Not-
withstanding the overly scientific sounding term, think of velocity
as nothing more than a store’s “busy-ness factor.” Velocity provides
a comparative measure of how busy the store will feel to customers
and staff. And part of the beauty is that velocity gives retailers a way
to more accurately compare one day of the week to another.

By looking at traffic velocity, a number of important insights
become apparent.

The busiest day of the week is actually Sunday. This is the case
because, although Sundays do not receive the most total traffic,
Sundays actually get the most traffic on a per hour basis. In this
example, Sundays received some 160 prospects per hour, whereas
Saturdays (which was thought to be the busiest day) receives 149
per hour.

By looking at traffic data in this way, managers can get a more accu-
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rate feel for what the day will be like from a traffic perspective. Not
only will this type of view reduce or eliminate potentially debilitat-
ing under-staffing on Sundays in this example, but also eliminate
or reduce the potential overstaffing on Wednesdays. In this case,
Wednesdays average only 92 counts per hour during its 12 operat-
ing hours, which is about 38% less traffic per hour than Thursdays
and Fridays.

Comparing the total traffic by day to the traffic velocity by day as
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shown in Figures 5-5 and 5-6 reveals how different the picture can
look when velocity is considered.

Refining the schedule: Hourly traffic distribution

Although general daily traffic patterns are useful for staff planning
and traffic velocity is important to understand, the fact is, traffic
doesn’t happen in nice equal pieces like 130 counts per hour. It’s
not like 130 prospects gather in the parking lot waiting for the right
number and then all decide to come in at the same time. Although
traffic velocity provides a quick read on store activity, hourly distri-
bution can be messy.

Hourly traffic distributions can vary considerably; however, they
generally fall into one of the three categories shown in Figures 5-7,
5-8 and 5-9:

1. front-end loaded,
2. normally distributed, and
3. back-end loaded.

In order to optimize the staffing schedule, management needs to
ensure that there is an adequate staff-to-prospect ratio during each
hour of the business day. As the charts below suggest, management
will need to schedule staff differently in each case. In a normally

General hourly traffic distributions
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General hourly traffic distributions
Normally Distributed
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General hourly traffic distributions
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distributed traffic pattern, the key is to make sure there is ample
coverage through the traffic peak that occurs between noon and 3 PM.
In a front-end loaded distribution, the key is to have enough staff
at opening and through the early morning hours when traffic is
at its highest. And, lastly, in a back-end loaded distribution, the
trick is to make sure staffing levels are adequate during the last
3 operating hours.

Consider the following sample traffic distribution shown in Figure 5-10.
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In this instance, traffic follows a fairly normal distribution: the
morning begins slowly, increases towards mid-day, and then
gradually falls oft until the store closes. It doesnt take a rocket
scientist to realize that staffing requirements in the middle of
the day are higher than in either the morning or evening hours.
So, if this traffic distribution is predictable and recurring, the wise
retailer will plan to have a few additional staff working the floor from
1 PM until 5 PM. And while we're at it, we can also safely assume
that we can get by with a skeleton crew during the opening and
closing hours.

Average Saturday traffic distribution by hour
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Here’s another example in Figure 5-11.

Average Tuesday traffic distribution by hour
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This second traffic distribution is more characteristic of a store that
has a strong after-work crowd. Here, we see traffic rise throughout
the morning, peak at mid-day, but then remain strong right through
to the store’s closing. In this case, the store can probably get away
with a lower staffing level in the morning, but then it’s all hands on

deck for the rest of the day.

As we've said, it’s not that complicated. The only real problem with
staffing to traffic volume is simply that many retailers fail to do it
because they do not measure traffic in the first place. For those who
find themselves in this situation, the most commonly used proxy is
sales volume. And that’s precisely when things start to go wrong.

To illustrate this point, let’s look at an example of hourly sales dis-
tribution as shown in Figure 5-12.

As trends go, this is something we’ve seen before. A slow start that
builds to a mid-day peak, which then continues to closing. Fine—

Sales transactions by hour

Number of transactions
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Figure 5-12

that’s easy. We just increase staffing in time for the peak, then hold
steady for the remaining hours. Right?

Although sales may have peaked in early afternoon, traffic cer-
tainly did not—in fact, the traffic was just getting started. “Well,
that’s certainly interesting,” you might say, “but at least the sales
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are steady.” Sure, they're steady. But the real question here isn’t how
many sales the store is making, but rather how many it’s losing.

This is where sales conversion rates once again become a very pow-
erful and insightful tool. In this example, if we divide the hourly
sales by the traffic that generated those sales and chart the results,
we end up with the graph in Figure 5-13. Suddenly, things aren’t
looking so good as the day progresses.

In the morning, about 60% of those entering the store make
a purchase before leaving. Starting at 12 Noon and through the
mid-afternoon hours, however, that percentage begins a rapid
descent before bottoming-out at a 45% conversion rate at 3 PM.
Conversion rates then increase significantly as traffic levels decline
from 5 PM until closing. Clearly, store management would much
rather see that 60% conversion figure continue right through the
day, but that’s not what’s happening. Which begs for an answer to
the obvious question: “Why not?”

When sales conversion rates shift during the day, there certainly can

Traffic vs. conversion rate
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be reasons other than staffing. It may be that the size of the buying
group (the average number of individuals, usually a family, behind
each sale) changes throughout the day. Or maybe there are in-store
promotions that only apply to select store hours. Perhaps. In the
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end, however, more often than not, staffing will provide answers to
at least part of the puzzle, and in some cases, all of it.

Conversion—things a little bird told me

In the not-so-distant past, coal miners used to work the mines
in the constant company of a canary. Notwithstanding the back-
breaking work performed by the miners, it really was the canary
that had the worst job. Because whenever the air turned sour, it was
the canary that died first. Sales conversion rates are a lot like canaries
in that regard—when things start to smell bad, conversion is the
first to go.

In the example we've been describing in Figure 5-13, the details
are not that unusual. In fact, it’s all really quite normal. As traffic
increases beyond a certain point, a retailer’s ability to convert that
traffic into sales begins to diminish. Salespeople can only engage
one customer at a time, and there are only so many tills that can
be opened. In the end, there are simply a finite number of customers
that can be served within a fixed set of store hours and a given staft-
ing level.

Of course, as the number of potential customers in a store increases,
there comes a point of diminishing returns. Salespeople become
harder to find, and till lineups become longer and longer. Eventu-
ally, people will begin to realize that their time is more valuable than
the product they came for, and an increasing number of them will
leave the store without making a purchase.

The end result of this pattern is the realization that there is an
inverse relationship between traffic and sales conversion: as traf-
fic increases, there comes a point where sales conversion will begin
to decrease. Conversely, when traffic decreases, conversion will tend
to rise. The chart in Figure 5-14 shows a pattern typical of many
retail establishments. By ranking daily traffic counts from highest
to lowest on one axis, and plotting sales conversion on another, it is
easier to see how the relationship works.

Of course, while the chart reveals a general trend, the specifics of
the traffic/conversion relationship will vary somewhat for different
retailers. It is important to understand that an inverse relationship
exists. And since it does, it is imperative for management to do
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Traffic vs. conversion rate — ordered from
highest to lowest traffic counts
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Figure 5-14

everything it can to slow the rate at which sales conversion drops
whenever traffic increases. Which brings us back to staffing decisions.

The key to understanding how staffing influences sales conversion
(and thereby influences sales) lies in seeing staff availability as a
series of constraints. In fact, for those readers with an operational
management background, what we're really talking about here is
a linear programming problem where the objective is to maxi-
mize sales and minimize cost, all the while constrained by finite
staffing resources.

For now, though, it is enough simply to understand that staff
availability can have a very direct impact upon sales volume. While
retail establishments vary in terms of the amount of sales assistance
required by the typical customer, every retailer’s sales can be bottle-
necked by at least some of the following staffing constraints:

* Floor staff / salespeople

While a potential customer may enter a store looking for a
particular product, it often requires the assistance of another
human being to locate the product, answer questions about
it, and even identify related items likely to be of interest. The
longer it takes for a salesperson to engage the customer, the
more likely it is that the customer will simply leave the store
without making a purchase.
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* Cashiers & sales till availability

Even in a retail establishment that is able to work entirely on
a self-help sales model in which relatively few floor staff are
required, staffing can still pose a critical constraint when the
would-be customer reaches for his wallet in order to pay for
the goods in hand. If the line-up at the till is long enough,
there comes a point where the customer realizes that life is
too short to spend it in a line waiting to pay money. When
you lose the customer at this point it’s like—well, there really
isn't a sports analogy for this one. It’s just wrong, in every
meaning of the word.

* Baggers & carriers

While a retailer can generally increase the number of cashiers
as needed, there’s very little he can do to increase the number of
tills once they are all in operation. At that point, if customer
line-ups still exist, support staff can be deployed to assist the
cashiers by bagging purchases and assisting customers with
transporting their purchases out of the store.

¢ Customer service

When customers return products they have previously
purchased at a regular sales till, they obviously impact con-
version by taking the cashier’s time away from processing
new incremental sales. But even when returns are processed
at a dedicated returns desk, delays in processing can nega-
tively impact sales volume, particularly in stores where the
typical return is accompanied by the customer applying the
return credit against the purchase of additional goods or
services. Monitoring staffing levels at customer service coun-
ters is just as important as cashier tills.

These are just a few tactics that retailers can use to drive perfor-
mance. Although these may seem pretty obvious to most retailers,
without specific measures it is impossible to tell if you’re performing
well or not. Furthermore, without a means of measurement, you
can't tell if any changes you implement are making a difference.
Retailers might be very pleasantly surprised at what a difference
some of the obvious tactics could have on sales performance.
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Staffing by “gut”: The way we’ve always done it

As critically important as optimizing staff scheduling is, many
retailers still rely on intuition and heuristics to make their staffing
decisions. Like ancient secrets passed down from retail shaman to
retail shaman proclaiming that Sunday staffing levels should be no
more than five people, because it’s been that way forever. There is
always room for management experience and “gut” in retail man-
agement decision making—but wouldn't it be better to have the
data? Furthermore, where gut might be directionally correct, it’s
never quantitatively specific. Does your gut tell you that you’ll have
200 prospects today or will it be 249? There’s a big difference.

Since staffing is such a strong influencer of sales conversion rates
for many retailers, it stands to reason that studying a store’s sales
conversion can reveal a great deal about any systematic staffing
problems that are creating sales bottlenecks. Consider, for instance,
the case of a store having an average weekday conversion chart as
shown in Figure 5-15.

Average conversion rate by day of week
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With the exception of Wednesdays, Monday through Friday, sales
conversion rates are strong and consistent, and then drop on the
weekend. This conversion rate pattern may very well provide man-
agement with some key insights into staffing effectiveness. For
example, what’s happening with conversion rates on Wednesdays?
Given that staffing is a key factor in driving sales conversion, man-
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agement should look closely not only at total staffing levels (maybe
they’re just understaffing) but also look at who they’re staffing on
these days. It could be that the staff working on Wednesdays are
second stringers.

There may be very good reasons for the conversion rates to go
down, but by looking at traffic and conversion rates this way,
management is in a far better position to pinpoint and resolve the
situation—whether it be staffing or some other reason.

Although daily conversion rates can help pinpoint potential staffing
issues, for large retailers that have many staft and long store hours,
more detailed information may be needed. Figure 5-16 shows con-
version rates by hour for a large consumer products retailer. This
retailer has up to 24 sales people on the floor at any given time and
they operate the store from 9 AM to 9 PM every day of the week.
That’s a lot of staff and a lot of operating hours. In order to help a
retailer in this situation understand potential staffing issues, look-
ing at conversion rates on an hourly basis would be useful. In the
example below, conversion rates decrease after 6 PM through to
closing. Based on this reoccurring pattern, management hypoth-
esized this lower conversion might have something to do with the
fact that the evening shift is usually given to junior employees, as
seniority usually dictates scheduling and the more senior staffers
don’t like working the evening shifts.

Average conversion rate by hour of the day
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Sensing that sales were being negatively impacted by the lack of
experience, management decided to plant a few senior staff on the
evening shift to see if they could move the sales conversion needle.
As the chart in Figure 5-17 shows, sales conversion rates in the
evening hours did improve by bringing on the experienced staffers.

Average conversion rate by day of week

0
R . February
- D March
S 60 H ;
c } i
0 : S : Areaof
g 55. i Interest
g 4
£
S 5
0
9-10 10-11 11-12 12-1 12 2-3 34 45 56 67 78 89
AM AM PM PM PM PM  PM PM PM PM PM PM
Hour
Figure 5-17

The tail wagging the dog

Why it is that maximum prospect traffic in most retail stores coin-
cides with staff lunch breaks? Is it written in stone somewhere that
lunch breaks need to happen at noon or 1 PM? As retailers, you
control schedules. Yes, people who start work at 8 AM get hungry
and need breaks around noon—OXK, fine. But if that’s when your
maximum traffic volume is, don’t you think you should do some-
thing about it?

Here’s an example of what the business impact is of not thinking
of customers first. By looking at the chart in Figure 5-18 it is
immediately clear that something is happening between 1 PM and
3 PM that is causing sales conversion to drop by nearly 20%.

It is not hard to conclude that staff lunch breaks during the early
afternoon period are having an impact on sales conversion rates.
Staff need to eat; management needs to run a business. It’s not diffi-
cult to come up with a compromise that works for staff and ensures
that the store is performing the best it can.
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Average conversion rate by hour — Saturdays
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Staff balancing—we're all in this together

As mentioned previously, each store location is different. Each
store will have different daily, and even hourly, traffic distributions.
It stands to reason, then, that in order to optimize staffing across
a network of stores, there will be differences in staff schedules—
where one location has a front-end loaded distribution, another
has a normal distribution and a third may have a back-end loaded
distribution.

Although staft “balancing” across multiple locations may be im-
practical for some retailers, it can be extremely valuable for those
who can do it. Imagine organizing your entire staft across multiple
locations so that you can maximize your sales opportunity simply
by redistributing your existing staffing complement to the locations
and times where they are needed most. Although you might incur
some additional, modest expense in travel costs, you may far exceed
this investment with higher sales conversion and higher customer
service levels. Here’s an example to show you how this could work.

Boxing Day bonanza

In Canada, the day after Christmas, December 26, is called “Boxing
Day” and it is among the busiest retail days of the year for many re-
tailers. In order to optimize the sales opportunity that Boxing Day
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can present, retailers need to be on their toes. Extraordinary events
like Boxing Day can really drive management crazy—is it going
to be completely mad or just somewhat mad? Last year’s sales data
alone will not provide management with the perspective they need
to make staffing decisions this year. Recollections of traffic by staff
won't be precise enough either. Traffic data is the answer.

The following chart in Figure 5-19 shows what happened during
Boxing Day in three different locations of a small chain. Although
all the stores are located in the same city, the traffic impact was very
different by location. Where store #1 was up significantly compared
to the average Friday in December, traffic was actually down in
store #2 and up only modestly in store #3. Without having traffic
data, management might simply staff-up at all locations (it’s Boxing
Day, of course we're going to be extremely busy!). However, based
on last year’s traffic volume by store, it’s clear that staffing up isn’t
necessary in all three stores. In fact, management has probably been
over staffing in stores #2 and #3.

Traffic index of Boxing Day to
the average Friday by store
50

40
30

20

% Change from average
Friday in December

Store 1 Store 2 Store 3

Store

Figure 5-19

Armed with hourly traffic data, management decided to take a
closer look at exactly when the traffic occurred for each store last

Boxing Day.

As the charts in Figure 5-20, 5-21 and 5-22 show, in addition to the
total traffic volume, traffic timing during the day varied consider-
ably by store.
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At store #1, traffic was significantly higher than normal during
virtually every day-part. Clearly this store had more traffic than it
could practically deal with, based on the staffing levels it had.
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Figure 5-20

In store #2, Boxing Day was a non-event. As the chart clearly shows,
Boxing Day traffic was not significantly different than a normal
Friday during December, and the store was definitely over-stafted.
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Figure 5-21

In store #3, there was a traffic spike during the opening 3 hours
but then traffic levels returned to manageable levels. In this case,
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store #3 needed the extra staff from 9 AM to 12 PM, but after that,
they were probably over-staffed based on the traffic volume.
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Figure 5-22

By looking at traffic volume and timing; it became clear to manage-
ment that staff scheduling was not optimal. Naturally, all retailers
are concerned about staff expense, but the key, of course, is to make
sure you have the right number of staff at the right time, and in this
case, at the right location.

For this coming Boxing Day, management has come up with a
different staff plan. Specifically, they will actually cut back on the
staff at store #2 (assuming that traffic at this location will be low
again). The extra staff who would have worked at store #2 will be
sent to store #1—the store that really needs the help. Furthermore,
a couple of extra heads from store #3 will also be sent to store #1

after the 9 AM to 12 PM rush.

By scheduling staff in this way, management is maximizing the
sales opportunity by matching staff to traffic across locations.
And, they’re not spending any more on staff expense than they did
last year!

The good, the bad, and the ugly

Every retailer wants to hire the best people they can; most retail-
ers are challenged with finding great people. This isn't just a retail
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phenomenon, but retail in particular seems to be a challenge from a
recruitment standpoint.

Although traffic analysis can’t help with your recruiting efforts, it
can help you identify performance opportunities among your staff,
so that you can focus your attention on solving the right issues and
driving performance. Here’s how.

Just as sales conversion can tell you about overall store performance,
it can also be used to understand team or even individual employee
performance. Here’s an example.

Clarion Sound: A case study in measuring sales
performance with conversion rates

Clarion Sound offers low to mid-range stereos, home theater
systems and televisions. It’s a very competitive marketplace, but
Clarion Sound has been successful by hiring and retaining knowl-
edgeable and friendly sales staff. In order to compete with the big
chains, Clarion Sound maintains extended stores hours—9 AM to
9 PM Monday through Saturday, with limited hours on Sundays.

It’s a lot of hours for Clarion’s nine sales staff.

Using traffic data, management has devised a shift scheduling system
that nicely matches sales staft to traffic volumes. The sales team is
divided into three teams as detailed in Table 5-4 below:

Table 5-4
Sales teams
Sam Tom Rich
Sarah Brian Kirsten
Bret Laurie Don

During a typical 12 hour operating day, two teams will be assigned
to staff the store. One team will work the early morning hours (when
traffic volume is modest) and a second team will be brought in at
noon to help manage the busy noon to 5 PM period. From 6 PM on,
the team that started at noon takes over, and the team that started in
the morning goes home for the day. It’s a pretty good system.
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Management has been looking at sales performance and wonder-
ing if it could be better. The company is small, and they’re sure that
all the salespeople are hard working, good performers, but they
need a way to measure. Although the sales data showed that there
were only slight differences between the three teams in total sales

revenue and margin, management suspected that there may be
other differences.

In an effort to better understand team performance, the Controller,
was asked to dig into the data. At first glance, she reached the same
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Figure 5-23
Thursday 2 — Conversion by hour
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Figure 5-24
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Thursday 3 — Conversion by hour
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Figure 5-25

conclusion—all three teams were pretty close in sales and margin
performance. According to her analysis, Team 2 was just slightly
ahead of Team 3, and Team 1 was only slightly behind team 3.
No big issues or opportunities here. Then it occurred to her that it
might make sense to look at performance based on sales conversion
rates. Perhaps this might provide a different view.

Using the last three Thursdays as a starting point, she plotted teams
against conversion rates by hour of day as shown in Figures 5-23,

5-24 and 5-25.
Sales conversion rates by team are summarized in Table 5-5.

Although the teams had comparable performance from a sales reve-
nue and margin perspective, from a sales conversion standpoint, the
performance differences were much more significant. Team 3 had
an average conversion rate of 68% while Team 2 was 65% and Team
1 was only 62%—6 percentage points less than team 3. Then the
Controller broke down the numbers even further in order to isolate
performance by team. She removed the combined conversion rates
when two teams worked the mid-day shifts, looking only at shifts
where one team worked. Looking at conversion rates in this way
showed that the performance differences between the teams were
even bigger than she had thought, with Team 3 averaging 67% on
its own, compared to 63% for Team 2 and only 58% for Team 1.
Now management has something to work with.
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Table 5-5

Conversion rate by team

Thursday 1 Thursday 2 Thursday 3
Conversion Conversion Conversion
and Team and Team and Team
8-9AM 56% Team 1 67% Team3 60% Team 2
9-10 AM 58% Team 1 65% Team3 62% Team?2
10-11 AM 57% Team 1 66% Team3 63% Team 2
11-12PM 59% Team 1 67% Team3 62% Team 2

12-1PM 65% Team 143 | 70% Team2+3 | 64% Team 1+2
1-2PM 67% Team 143 | 71% Team2+3 | 65% Team 1+2
2-3PM 69% Team 143 | 69% Team2+3 | 66% Team 1+2
3-4PM 67% Team 1+3 | 66% Team2+3 | 63% Team 1+2
4-5PM 65% Team 143 | 67% Team2+3 | 60% Team 1+2

5-6PM 69% Team 3 61% Team 2 59% Team1
6-7PM 70% Team3 64% Team 2 58% Team 1
7-8PM 68% Team 3 66% Team 2 56% Team1
8-9PM 67% Team3 64% Team 2 57% Team 1

Creating staffing guidelines with traffic data

Understandably, management can't expect individual store managers
to make all the right staffing decisions even with the additional
insights traffic data can provide. This is especially the case in large
chains, where chain-wide policies and procedures are the only prac-
tical way to manage the business.

This may sound somewhat contradictory (hey, didn't you just say
that every location is completely different and that you can’t gener-
alize!?), and it is, sort of. Let me explain.

Every store has a different traffic profile and consequently requires
a unique staffing plan. However, management could establish
network-wide guidelines that not only provide store level manage-
ment with direction, but also provide store level managers with
some flexibility to optimize for their location. Here’s how.

Using traffic information, sales conversion and other performance
metrics, management could establish some basic staffing principals
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that provide a basis for staffing guidelines. For example, the traffic
by hour chart in Figure 5-26 below shows what the optimal staff
to traffic levels are based on analysis of a number of locations in
the chain.

As the chart shows, at traffic levels of 100 or less, two staff mem-
bers are all that are needed; for traffic levels between 100 to 250,
three staff members are needed; at over 250, another salesperson
is needed.
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Figure 5-26

Although it’s not foolproof, this approach provides store level
management with some basic guidelines to ensure they don't over
or under staff. Head office can even factor in mall versus non-mall
locations or other physical characteristics that might impact staffing
levels to refine the guidelines.

With the following guidelines in place, a store manager at any store
in the chain can make rational staffing decisions that help her to
optimize staff to traffic for her location, while remaining consistent
with head office expectations about staffing levels. Store managers
can apply the general guidelines in a customized way—it’s the best

of both worlds.

Figure 5-27 is a chart for another store in the same chain. Although
the traffic pattern is different from the first store, store management
can apply the staffing guidelines to their unique traffic and know
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Table 5-6
Staffing guidelines

Traffic Staffing

<100 2
100 - 250 3
250 + 4

that they’re in-line with head office expectations regarding staffing
levels.

Staffing level requirements
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Figure 5-27

Staying flexible—things change, constantly!

Just as traffic patterns vary by store, they also vary month to month,
season to season and year to year. Retailers need to stay vigilant
in monitoring traffic patterns and adjust as they go. It’s not good
enough to map traffic patterns for a month or two—if you think
that your traffic can be generalized based on such a limited sample,
you would be seriously mistaken.

One of the critical variables that changes is the staff itself. Unfor-
tunately, turnover rates in retail tend to be significantly higher than
in other industries. As staff changes, sales conversion rates may
change, and management needs to watch the trends in order to spot
potential staffing issues.
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Chapter Summary

e If there is one thing retailers need to get right, it’s staffing.
Not only does staffing represent the single largest expense
for most retailers, staffing also represents the most critical
factor in sales performance—even in retail operations with
mostly self-help sales.

* General traffic patterns can provide retailers with critical in-
formation about the volume and timing of prospects in their
stores. The trick is to map staffing to traffic patterns. Unfor-
tunately, it’s trickier than it sounds for a couple of reasons.
First, every retail location is different. Even stores of the
same chain in the same market will have different traffic
patterns. The second difference is traffic velocity. Velocity is
simply a comparative measure of store “busy-ness” that can
be calculated by dividing traffic volume by operating hours.
It’s important to understand velocity, because days that have
relatively low traffic volumes can actually be among the
busiest days when velocity is considered.

* In order to optimize staff scheduling, retailers need to look
at traffic volumes and patterns on an hourly basis. General
daily traffic distributions typically follow one of 3 patterns:
normally distributed, front-end loaded or back-end loaded.

* In addition to traffic volume and distribution, it is critical
for retailers to understand what their sales conversion rates
are by hour. Given the general inverse relationship between
traffic volume and sales conversion, retailers need to be on
the look-out for anything that can help drive conversion.

* Staff balancing is the process of matching staft levels to traf-
fic volumes across multiple locations. Although staff balanc-
ing may be impractical for some retailers, for the ones who
can employ staff balancing, the results can be significant.

* Measuring sale staff effectiveness can be a challenge.
Although traditional sales metrics like total revenue, sales
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per customer and so on are useful, none of these traditional
metrics provides management with a perspective on how
well sales staff are performing relative to the opportunity.
By understanding sales conversion rates by employee (or
team), management can get a perspective on performance
versus the sales opportunity, like never before. Sometimes,
good performers are not as good you might think, and under
performers may be better than you thought.

* Traffic data can be very useful in creating staffing guidelines
for store level managers. Although larger chains may need
to impose restrictions in order to maintain overall control,
general guidelines can help maintain control while provid-
ing store level managers with enough flexibility to optimize
staffing levels for their unique location.

e Lastly, it’s important for retail managers to stay flexible.
The retail environment—both externally and internally—
is constantly changing.
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