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      The Importanceof a Retail Management Solution  

Retailers today are relying more and more on technology to boost shrinking margins and gain a competitive edge. 

While a retail management system is one of the largest investments you will make for your business, it also brings a 

tremendous return on that investment through increased efficiencies and cost savings as well the ability to generate 

new revenue streams. 

 
   

     Costs and ROI Overview 

The ROI a retailer can expect will vary by the size of the company, nature of the retail business and various other 
factors such as geographic location of the outlets, experience of your staff members, etc.   

According to the National Retail Federation, it is a typical rule of thumb that retail management software alone should 
be 2% of your annual sales. For a $7 million company, that 2% quota amounts to $140K. Although certainly a wise 
investment, it is rare for Compunnel to present a solution that amounts to anything more than 1% of annual sales for 
an organization, which helps boost your ROI even further. 

Once the retail management system is installed, in general a retailer should see: 

 A revenue increase of 4% due to better pricing control and timely promotions 

 A 5% reduction in employee costs due to reduced overtime and re-training costs (streamlined data entry) 

 A 2% reduction in costs due to reduced thefts and frauds (tighter inventory management) 

 A 2% reduction in expense due to fewer employee errors (automated, error-free data entry 

 A 10% reduction in inventories due to reallocation of slow-moving items to fast-moving items   

Looking at the growth in operating income, an integrated retail management system in a small specialty operation can 
pay for itself in the first year alone.   

 
 

     Many Benefits, Tremendous ROI  

Obviously, the benefits and ROI of a retail management system depend on the retailer and quality of the solution 
provided. The list of areas where a return on your investment can be seen, however, is long and includes: 

 POS/Checkout  

 Reduce the amount of time required to check a customer out for: 

o Lower labor costs 

o Shorter wait times in lines for more satisfied customers who are less likely to walk out 

o Reduced credit card processing times to about 2 seconds 

o Employees free to complete other tasks like retail floor management, stocking shelves, up-

selling, etc. 

 More cash-in per customer through up-selling during checkout and targeting of high margin items 

 Significant reduction in pricing errors 

 Volume discounts programmed directly into the system 

 Automated tracking of gift cards for improved cash flow 

 Adding a web store can increase sales by about 10% 

 

 Marketing  

 Increase effectiveness and maximize dollars spent regardless of marketing budget by tailoring 

promotions to customers based on order history, including customers who haven't purchased 

recently, and tracking ROI for each campaign 
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 Improved management and analysis of sales and promotions, including targeted marketing to 

segments of your customer base 

 Ability to create promotions based on which products are selling during which periods during the year 

 Tracking products based on margin and focusing promotions around those with highest margin 

 

 Inventory Control 

 Automate purchasing and inventory control processes for a significant improvement to cash flow  

o By running a Just In Time inventory control process and only stocking what is absolutely 

necessary when demand dictates, you can control the amount of overstock and use that 

earnings value elsewhere  

o Get daily buying reports of what products need to be purchased based upon inventory control 

levels that are pre-set in the system and changed whenever necessary  

o Seasonally automatically adjust restocked inventory for the off season 

 Reduce the labor cost associated with the inventory counting process by an average of 32%  

o Every single transaction is automatically logged, allowing for immediate access into inventory 

levels of every product in stock  

o Through the use of handhelds periodic cycle counts can be done to adjust for shrinkage 

 Reduce shipping costs with proper planning and management of the purchasing process 

o Inventory control removes the need for last-minute shipments at higher rates, allowing for 

items to be sent by ground or cheaper methods  

o Lower shipping rates are also achieved through purchasing larger quantities and ordering by 

the palette 

  

 Purchasing/Restocking 

 With a POS system, purchasing new product becomes easier: 

o Automatic re-order levels set with each item 

o Automatic generation of POs based upon multiple different criteria 

o Easily manage suppliers and know who is giving the best pricing most recently, as well as 

historically 

o Save POs and edit them later as well as re-use them for future purchasing 

 

 Shrinkage/Theft: 

 While a retail management system does not act as a security device, it has been proven to reduce 

shrinkage by: 

o Immediate access to inventory levels instead of relying on quick counts of floor inventory 

o Reports showing shortages in inventory 

o Employee theft inhibited by computerization of the store 

o Employees able to watch storefront closer because of efficiencies in checking customers out 

o Determine which items need to be closely monitored based on shrinkage history reports 

o Know exactly which employee was at each register in order to track responsibility 

 

 Management 

 Owners, executives and managers gain more time to focus on building business and new revenue 

streams instead of doing overhead and operations functions  

 Through integration with back-office accounting system, reduce bookkeeping expenses and get 

access to up-to-date accounting information in a real-time basis  

 Take the hassle out of the manual purchasing process and focus on the key activities that drive the 

success of the business 

 Real-time business intelligence through reports that show the key business metrics is absolutely vital 

to the success of a retail store. Being able to see trends developing and track sales activities is 

critical. Hundreds of reports and key business data is available through completely customizable 

reports, including reports on: 

o Top selling items 

o Top producing employees 

o Loss prevention exceptions such as returns and overrides. 

o Most productive departments or product categories 

o Trend analysis 
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o Inventory valuations of product departments or product categories 

o Most profitable items 

o Least profitable items 

o Best suppliers 

o Best customers 

o Customers who have not purchased recently 

o Aged inventory to find stale stock 

 

  Technology 

 Reducing labor costs and system resources with the speed of which you can access data via state-of-

the-art database technology 

 Unattended posting and report generation freeing up system resources for when they are needed 

most 

 Reducing paper costs as all reports can be generated on demand and viewed or sent electronically 

via email 

 
 

     Conclusion 

Compunnel leverages more than 20 years of experience working with both large and small businesses around the 
world to create truly custom software applications.  

Although your company is similar to others in the retail industry, your success is attributed to the unique processes 
that guide your company on day-to-day basis. Compunnel invests the time to understand these unique processes so 
that we can leverage your strengths to eliminate or offset any weak points.  


