

















LEVERAGE THE POWER of
MICROSTRATEGY Dashboards and
Analytics through PINNACE EPM

OPERATIONAL PERFORN

MicroStrategy's business intelligence software is
embedded in the Pinnacle Enterprise Performance
Management (EPM) solution to help convenience
and petroleum retail companies analyze product
sales performance. MicroStrategy's exible report-
ing and analysis tools provide ag-glance insights
to help stores detect and prevent fraud; make more
informed decisions on product pricing, promo-
tions and product mix; and track sales performance

across categories.

MicroStrategy’s business intelligence software

enables stores to:

To learn more about MicroStrategy software,

visit www.microstrategy.com

MicroSirategy
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Pinnacle Summit

May 2-4,2010 - New Orleans, LA
Omni Royal Orleans Hotel

This issue of the Pinnacle Perspective nds you at a special time ¢
year, the Holiday Season and for that | wish the best to your company
to you, and to your family. Your business is appreciated and we loo
forward to working with you in 2010 and beyond. With the beginning
of 2010 comes planning for our annual client meeting, Pinnacle
Summit. We're headed to the Big Easy this year and what an event v
will have. As we have in the past, to maximize your travel investmer
and time out of the o ce, Pinnacle Summit 2010 will immediately
precede the NACStech Show.

As announced at the conclusion of Summit 2009, | remind you o
our Master of Ceremonies for Summit 2010; the one and only Jac
McLaughlin from Tedeschi Food Shops. If you've not had a chance
meet or spend time with Jack you'll nd him to not only be personally
engaging, but he’s a great speaker and I'm convinced he will surpas
our highest expectations for the event.

We will work hard at Summit 2010 but we will also play hard, and
what a great venue to play; there is no place like New Orleans, LA. \
have a fantastic hotel for the event - the Omni Royal Orleans, locate
in the heart of the French Quarter, will provide a great area for our
general meetings, speakers, track sessions, and most importantly, the
networking amongst other clients, partners, and Pinnacle sta .

New Orleans is packed with opportunities to explore, and with that
we are planning Summit with some time for you to do just that. Our
event starts on the last day of New Orleans Jazz Fest 2010, this mig
be a great reason for you to plan on arriving earlier in the weekend tc
enjoy the town, the food, and the best jazz music you'll nd anywhere
in the country.

So mark your calendars for Pinnacle Summit 2010. We'll kick thing
0 Sunday evening, May 2, 2010 with an opening reception, and keep
you working and playing hard through the afternoon of Tuesday, May
4. More details coming early next year, see you there!

Drew Mize

VP Roduct Management
and Marketing
dmize@pinncorp.com
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The “Other” Qut-of-Stock

m%'; | Taking Control of Inventory Management

'
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The classic example

is cigarettes. If

customers want Marlboro Ultra Lights and
you don't have that (in therightlength and
box style), they might switch to Marlboro
Lights or go across the street
The
further you stray from their

to your competitor.
brand, the less likely they are
to buy the alternative. And
this quickly compounds into 1.
a serious problem if you run
out of similar products that
customers want to buy.

Top Reasons Why

Out-of Stocks Occur

Failure to re-order or

adequately re-order the item

2. Higher than expected sales,

One way to get a sense of out-of-stocks
is to walk the store and record all facings
where an item is out-of-stock. Sometimes
this can be done in conjunction with
ordering.Atthe
time of order
placement,
it's not usually
desirable that
you are out-
of-stock on
anything since

. that would

such as a special event (a
. mean that

marathon which causes a
you would

Out-of-stocks can be

measured by observation,

run on Gatorade®)

but it is very difficult or
impossible  to
the
percentage since there is no 4.

measure
actual  out-of-stock
way to know about every
time a customer came in to
your store, looked for a product, found a
hole where the product should have been,
and then left.

3. Inadequate safety stock
to accommodate sales

variations

Lost or stolen merchandise

continue to be
out-of-stock
(and risk lost
sales)
the

lead time (the
amount of

during
order

time from when the order is placed to
when it is received and re-stocked). By

recording those out-of-stock items, you

veryone is aware of what a big problem out-of-stocks
can be for your retail business. They aggravate custom-
ers, and in some cases, out-of-stocks can cause you to
lose a customer if you don’t have an alternative product or the
brand for which the customer is loyal. As a matter of fact, making
sure you have a consumer’s item in stock is thought to be the

most important driver of loyalty.

may be able to tweak your order (or your
computer-assisted ordering algorithm) to
prevent that item from running out in the
future.

Perpetual inventory systems are a
good way to lower your out-of-stock
percentage. They can trigger alerts when
stock becomes low or generate a re-order

automatically.

If your system includes a sales forecasting
accurately predict
demand based on several factors such as

algorithm, it will
sales history, weather, seasonality, special
requirements, brand loyalty, and safety
stock. Compared to a traditional “manual
shelf facings and plan-o-gram” approach,
the risk of out-of-stocks may go down
significantly.

The “Other” Out-of-Stock Explained
There'’s another kind of out-of-stock that
a perpetual inventory system cannot
easily catch. This is what | refer to as the
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“other” out-of-stock. It occurs when you
have inventory in the store, but it’s not in
the right place. A very common example of
this occurs with beverage products. Often,
the cooler facing is empty even though
there may be more
product in the cooler or
warm product on the
shelf or in back-stock.
If customers want a
single can of Dr. Pepper,
it's unlikely they will be
interested in a warm 2.
can or purchasing an

entire  12-pack. You
may entice them to the
fountain -- if you have
their flavor. But, they
may not think to make 4,
the connection, and
you may have just lost a
sale. Oops. We're out of

supplier of a product

Dr. Pepper and Pepsi.

Coffee, pizza, and other prepared food can
also be a problem. All of the raw materials
are there, but the finished product has not
been made. Customers may be unwilling
to wait.

A good store manager, in addition to a
regular schedule for stocking coolers or
producing prepared food items, can help.
For most convenience stores, that's the

Tools for Identifying the

“Other” Out-of Stock

1. A POS System that captures real-
time sales data

A system that replicates POS sales
data real-time to a data warehouse

3. Abusiness intelligence system that
monitors sales data for anomalies

that would indicate an out-of-stock

A system that publishes alerts to

interested parties, such as the store

best option. A computer sales forecasting
system can improve the results even more.

The only way a system can identify the
“other” out-of-stock is by looking for sales

anomalies or
drastic  drop-
offs in sales

velocity being
monitored in
real-time.

Ideally, if you
have inventory
quantity
information on
hand, you can
differentiate
between a real
out-of-stock
and the “other”
out-of-stock. If

manager, store operations, and the

you haveadrop
in velocity, but
you still have
quantity on hand, it's the other out-of-
stock. Even without on-hand inventory
information, you still have a workable
solution. The manager can check to see
if there really is an out-of-stock. Perhaps
additional product can be moved from
the back-stock or another shelf location.

If the product really is out-of-stock, steps
can be taken to replenish the stock or
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transfer items from another location. The
sooner the situation can be remedied, the
less risk of lost sales.

Thinking of Upside Opportunity

vs. Control

Many investments of technology fall into
one of two broad categories: those that
allow better control and those that drive
sales. It's my opinion that you should focus
on those that drive sales with reasonable
attention giventoloss prevention (ensuring
better control).

For example, if your shrink is three
percent, the best loss prevention system
in the world can only approach a three
percent improvement. It is a theoretical
limit. However, on the sales side, it may
be far easier to make more money by
driving additional sales of strong-margin
products. There is no theoretical limit to be
concerned about - at some point, perhaps
the physical characteristics of the location,
such as parking, store size, etc. will impose
limits. Certainly most retail locations have
plenty of room for volume growth.

As many retailers move toward the
level of automation suggested above,
opportunities like this one, where sales
can actually be increased based on the
proper use of the available information, are
everywhere.
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