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| STILL THINK WHAT HECHINGER DID WAS RIGHT

In the October 1987 RT, the Box on the front page was headed
““Integrity’’ and reported that Hechinger paid $3,560,777 in-
terest on called debentures (interest that it was not obligated to
pay).

A reader, who is a CPA, retired from one of the Big-8 CPA
firms and, for many years, in charge of the audit of a billion-
dollar retailer, said that my reporting was right but my analysis
in RThought was incorrect when I concluded that this reduced
its after-tax income by 22 cents.

GAAP keeps coming up with odd results; mine was logical but
wrong. The reader wrote:

‘‘Paying the interest did not cost them 22 cents a share in earnings but
gained them 22 cents a share!

This is because the FASB’s Emerging Issues Task Force Issue No.
85-17 requires that the interest expense to the date of conversion
[Note: The amount they were not required to pay], net of related in-
come tax expense [Note: If they did not pay, there would be no related
income tax expense], be accrued and credited to capital as part of the
conversion. Thus, if the interest is not paid (and therefore there is no
tax effect) 44 cents a share would have been charged to income rather
than the 22 cents net of related tax that was charged on the payment.
Sometimes good deeds bring their own reward from the FASB.”’

RThought: I am always grateful to the many wise readers who
keep educating me.

CAN MINNOWS LIVE WITH WHALES?

Let me define a ‘‘retail whale.’’ For starters, I will use Sears,
Roebuck and Company (Sears) and J. C. Penney Company
(JCP). On this definition, I think there can be agreement.

Now, let me define a minnow. In the case of Sears, it could be
Eye-Care Centers of America, operating 41 stores out of San
Antonio, or Pinstripe Petites, headquartered in Minneapolis.
In the case of JCP, it could be a not-yet-controlling interest in
Alcott and Andrews or the J. C. Penney Furniture Gallery
startup or the announced startup bed-and-bath chain.

It always seems so attractive to acquire (at a high price relative
to volume or net worth) something a whale thinks has a great
‘uture. I don’t argue that the price paid is either fair or unfair.
Jor do I argue that the seller has to sell. But the dreams of the
whale at the time of such an acquisition/startup far too often
are not realized. Let’s look at some of the problems.

The first, of course, is that an entrepreneur becomes an
employee and then finds the decision-making process of
whales particularly irritating. And this is even true when the
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DID YOU KNOW THAT FEBRUARY IS
BLACK HISTORY MONTH?

I suspect that none of the merchandising calendars put out by the various
trade associations mention that February is Black History Month.

We know we should have more blacks in management positions. We know
we should have blacks on our boards of directors. We know we should
understand the merchandise needs (especially the beauty needs) of blacks.
But we don’t. We don’t have enough black top executives. We don’t have
enough black board members. We don’t think of special needs for black
customers. The black world is waiting for us.

I regularly read EBONY (820 S. Michigan Ave., Chicago, IL 60605,
$16/yr.) and was interested in how major American advertisers reacted to
Black History Month. Some ran conventional ads—with black models
(Martell Cordon Rubie, Pampers, Virginia Slims, Kool, Benson &
Hedges, Delta, Kellogg (Corn Flakes), Coca Cola, More,
Chrysler/Dodge, G.E. (stressing opportunities in engineering), Ford
(Thunderbird), Amway, Newport and General Motors (Oldsmobile).

A few advertisers went a bit further. Kodak had three Olympiad
photos—without identifying the people (one was Jesse Owens in 1932
when he humbled the German supermen). McDonald’s showed its 1988
Black History Makers—a new program to encourage black teenagers in
inner cities. Lipton Tea tried—but failed—on an all black page with a
photo of two products and the statement around the edge, ‘‘If you don’t
know where you’ve been, you won’t know where you’re going.’’ 7 UP of-
fered a poster of black leaders—Martin Luther King, Wilma Rudolph,
Jackie Robinson, Mahalia Jackson and George Washington Carver. Kraft
ran a copy of the painting ‘‘Choir of Mankind’’ looking up for the *‘Possi-
ble Dream’’ and said that the original had been donated to the Martin
Luther King Junior Center for non-violent social change. Sears ran a photo
of a painting of Dr. King. Budweiser took three pages to salute the Great
Kings of Africa—particularly Thutmose III, Pharoah, 1504-1450 B.C.
Eastern Airlines mentioned blacks who once were in cities they now fly
over. Pacific Bell modified a stock ad to include Dorothy Dandridge and
‘“‘Scat Man”’ Crothers. Pepsi is backing the country-wide display of the
Smithsonian’s ‘‘Field to Factory’ exhibition covering the 1915-1940
migration of blacks from the South. Toyota reported that of its 54 football
‘‘Leaders of the Year,”” they were Ignazio ‘‘Nacho’’ Albergamo of
Louisiana State and Clyde Dawson of Grambling.

I don’t think the Air Force, Peugeot, Ford Motor Company or the Postal
Service knew that most of the EBONY readers were black.

RThought: I have saved two for last—two that should be, but never will
be, run in magazines having primarily a white readership. AT&T spoke of
Lewis Latimer who drew the plans for Alexander Graham Bell’s first
telephone set and, as an associate of Thomas Edison, wrote the first text-
book on the Edison electric system. Coors told me about Elijah McCoy
who, in 1872, invented a revolutionary engine lubricator. It was so good
that users demanded the *‘real McCoy."’ Both, of course, were black.

intervention of the whale may be much less than it is for the
employees of the whale who grew up in the whale.

Second is that the entrepreneur, with all the money or stock in
hand, eventually has less commitment and less acceptance of




irritation and hours versus future increases in wealth from the
stock of the whale. Whales do not grow as fast as minnows.

Third, the ex-entrepreneur suddenly finds that good key ex-
ecutives are harder to find because there is no longer the
potential when the company goes public of a great gain for the
sweat investment. The substitution of lifetime-salary workers
molded in the tradition of a whale may kill the minnow.

I could list many minnows that were started by entrepreneurs
and then bought by whales. Later I have watched the en-
wrepreneur leave and the business go downhill.

Lucky Stores sold Pic-A-Dilly for the value of the leases after
buying a rapidly growing, early off-price retailer. Almost
every report on Dayton Hudson in recent months has felt it
necessary to comment on the ‘‘possible recovery’’ at its ac-
quisition, Mervyn’s.

New concepts started by big companies do not have a great
record. Only one Fedway store (Federated Department Stores)
survived and that was known for years as Levy’s in Tucson
(AZ) and is now a branch of Foley’s. And where are the Gold
Triangles and Gold Keys started by Federated? What hap-
pened to The Plum started by Dayton Hudson?

The counter argument, of course, is that Target was started
from scratch by Dayton Hudson as was B. Dalton, which
changed the entire book-retailing industry.

JCP got its start in mail order through its acquisition of
Treasure Island—but the part of its purchase that was closer to
JCP’s historic operation, Treasury Discount Stores, was less
successful. One must recognize that Thrifty Drug has grown to
$800 million under JCP—but not as fast as others in the drug
industry.

RThought: There is no sense in swamping you with more ex-
amples, but perhaps some observations are helpful:

1. The impact of the acquisition of an entrepreneurial com-
pany usually cuts off the dreams of riches on going public held
by the key executives who do not yet hold stock. Many may
even feel that they were sold out by the entrepreneur who
made the deal.

2. The impact on a small business of being inserted into a big
business is seldom part of the due-diligence that the whale con-
ducts prior to the acquisition. If a company has an executive
vice president for advertising, it ought to have at least a senior
vice president for small subsidiaries with authority to protect
“‘his team’’ from the headquarters’ culture.

3. It is better to acquire a company that is already public than
one that is just ready to go public. If you want the company
and the company needs funds, then buy a minority interest, let
the company go public and then make a tender offer. It may
cost more in the short term, but the chance of having a long-
term return on your money is much greater. (I recently pointed
out to a client that when he bought a company for book value,
he really had to add to that price the equal or larger amount
lost in one division before it could be sold.) An example of a
better type of acquisition is that by K mart of Pay Less Drug
Northwest—a $1-billion company, well established, publicly
held and with a non-entrepreneurial management in place.

IT MAKES ONE WONDER ABOUT GAAP—AND CPA’S

In the course of a month, I look at many dozen earnings
reports.

From these reports, I have distilled a maxim: A profit changes
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as a percentage of the prior year’s profit; a loss is measured by
multiples of a prior year’s profit.

Let me illustrate. Assume Company ‘‘X’’ had a profit last year
of $100 and an increase this year. It will rarely be more
than 100%.

When Company ‘‘X’’ has a loss, however, it is almost always
a multiple of the profit the prior year, in many cases, from 2 to
20 times. If the profit last year was $100, then the loss this
year will be $200 to $2,000.

This is the ‘‘Kitchen Sink Syndrome,’’ maxim. It ties in with
the fact that there are really ONLY TWO GENERALLY AC-
CEPTED ACCOUNTING PRINCIPLES: (1) Publicly held,
which says that you over-report profits and over-pay taxes in
order to keep the stock price up; and (2) Privately held, where
you minimize reported profits in order to reduce taxes and
keep the money in the business.

The scenario that leads one into the ‘‘Kitchen Sink Syndrome”’
is an operating loss that cannot be eliminated with a pencil.
When that point is reached, someone will say, ‘‘Let’s write off
the goodwill we paid on Chain ‘Z’. . . after all, we have had
increasing losses every year since we bought it. If we are go-
ing to have a loss anyway, let’s make it appear that we are be-
ing honest with the shareholders on the value of Chain ‘Z’.”’
Everyone will applaud and, despite the stressed financial con-
dition of Company ‘“X’’, the maker of the motion will get a
special bonus. Those who follow, by suggesting a write-off of
prepaid opening expenses, capitalized advertising, unamor-
tized costs of acquiring leases, etc., get no bonus because they
are just copycats.

The unfortunate thing about this scenario is that the CPA from
the BIG-8 PARTNERS has known that Chain *“Z’’ was worth
less for many years and yet continues to place the BIG-8
PARTNERS’ name below a certificate that says the balance
sheet “‘fairly represents the financial condition of the company
as of the dates indicated.”’

RThought: I have also noticed, in my consulting work, that
Mr. CPA, from CPA Sole Practitioner, is more likely to feel
uncomfortable with that certificate and argue with the CEO
about what should be done. Yet, both cpa’s are working under
the same GAAP and the same Code of Ethics. The main dif-
ference is in the hourly rate.

RThought: This causes me a problem in another area. A great
many people know of my activity in the retail field and ask me
for advice on buying a particular stock. A typical caller will
ask, ‘“What do you think of Company ‘‘X’’? I've been hearing
reports [Note: Perhaps put out by Company ‘‘X’’] that they
are going to report very good earnings.”’ I know that Company
““X’” has evidenced a tendency to manifest the ‘‘Kitchen Sink
Syndrome,’’ and I also know that this is not one of those
diseases that creates its own immunity. I pull the company’s
report, look at the balance sheet, read all the footnotes and ask
myself, ‘‘How big is its kitchen sink at this point?”’

Because (1) the people calling are my friends, subscribers— or
at least my acquaintances and (2) I am not publicly quoted, I
usually include in my general comments on the company a
history of any past ‘‘Kitchen Sink Syndrome’’ and anything
that might indicate a reinfection.

WHICH AD APPEALS TO YOU MOST?

The product is the same—one of the most personal and most
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REACHING ME BY TELEPHONE

live and die by the telephone. For more than thirty years, I
amve had my office (now three rooms) in my home. There are
four lines, terminating at all six phones. My wife (as did my
children when they lived at home) takes messages. She usually
knows where to find me.

I have never had a marketing plan; virtually every client has
come to me by referral. Thus, any call could be a new client.
And established clients are important—when they have a pro-
blem I want them to call me—I want to respond quickly. Even
when out of town, I check the house and the answering service
every night and return calls the next day.

With that background, let’s look at what people are doing to
me through the phone.

I would estimate that on a monthly basis I get the following
calls: 8 to 10 calls from brokers who have some form of
securities to sell me; 15 to 20 requests for funds of which I on-
ly recognize the name of fewer than half; an unbelievable
number of discount phone companies (none of which will ac-
cept my statement that I am satisfied with my present service);
and a few calls from stores, banks or credit-card companies.

My mother raised me to be polite; she would be disappointed
in me if she observed the number of times I hang up on a
caller. It took me two years before I stopped saying ‘‘You’'re
welcome’’ to the recorded message, ‘‘Thank you for using
AT&T.”’ For years, I could not bring myself to do it; now, as
soon as I identify the nature of the call, I say, ‘‘I don’t want
wy,”’ and down goes the receiver. When I get a recorded

oice asking me to listen to an important message or any other
statement by a computer voice, I hang up. I am not prepared to
“‘interface’’ with an electronic memory.

How Does This Relate to Retailing?

STORES (NRMA magazine, April 1987) had a feature report
on‘ ‘Turmoil in Credit: What'’s Next?’’ It dealt with automation
in credit offices. Remember, as you read this, that many of the
stores being quoted are the same ones that say they are going
to “‘stress service’’ more than in the past. For example, TBS
International, Inc., of Richardson, Texas, reports that Mer-
vyn’s has been using its system with a recording for very early
stages of delinquencies (15 days?). Phone calls, even recorded
messages, are at least twice as effective as a letter. Mervyn’s
switches to collectors in the later stages. I have an account at
Mervyn’s—and you already know that I hang up on recorded
messages—yet I presume that, if one came from Mervyn’s (I
don’t think one has yet), the system would record that I re-
ceived the message just because I picked up the phone and im-
mediately hung up. I suppose that hurts my credit rating.

The GECC computer (I don’t think I have an account with
GECC, but you never can tell these days) says, ‘‘Hello, I'm
calling to speak to Mr. Jones.”” (Note: ““I’’ is a singular per-
sonal pronoun and improperly used by a computer). After a
customer responds, the operator says, ‘‘I have an important
recorded call for you from General Electric Credit.’” At that
point, I would hang up. The article quotes the seller of the
vystem (not GECC), ‘“When you’re paying a day’s wages to
mve someone talk to 30 customers, that is very expensive.’’
(Note: Once again the equipment suppliers really don’t care
what kind of service a store renders to its customers, and I
doubt that a recorded message is what your customers would
call “‘personal service.’’)

Even the attitude of credit managers is not really what manage-
ment might want. In regard to putting more emphasis on early
delinquencies (between two and three months), the article
reports Bridget Arroyo, Divisional Collection Manager of
Macy’s California, believes that the customer is still
salvageable at that point.

RThought: Taking the last point first, I think that a check of
the percentage of 60-90 day, delinquent accounts that ultimate-
ly are written off raises questions whether the attitude at-
tributed to Ms. Arroyo is warranted by the facts. I have always
thought those good friends of ours who happen, at the mo-
ment, to be 60-90 days slow are going to provide us with many
more thousands or millions of dollars in sales in the future—if
we can just be sure some over-anxious credit person (or com-
puter), who management may mistakenly measure by some
abstract ‘‘collection statistics,’” does not (1) drive them from
us forever and (2) give them all those terrible stories about us
that they like to tell their friends.

RThought: Is there anything in the credit contract or common
or statute law that says I, as a charge customer, have to con-
sider a computer or recorded message the same as a person or
that a computer can be a legal agent or employee of a store and
thus I have to listen to it? I understand that some systems even
demand that listeners make some kind of response by pushing
buttons if they have a touch-tone phone!!!

RThought: I am not impressed with the amount of informa-
tion available to human callers. I have had calls from the Bank
of America, for example, about ‘‘payments on your
mortgage.”” When I ask ‘“Which one?”’, the person at the
other end answers, ‘‘Yours.”’ I have to point out that I have
two—and it always means they are calling in regard to the one
I have with my daughter (so she could buy a condo and on
which she makes the payments). She has a habit of delivering
it to the bank at the last minute (don’t others do this?). The call
is usually made on the day the payment is due. My daughter
has subsequently shown me receipts, showing that the B of A
had her check in its possession on or before the due date.

RThought: What bothers me most is that the normal retail
structure does not have a customer representative somewhere
IN top management whose job it is to think of every pro-
cedural or operating change in terms of how customers will
respond. I have known a great person in such a position in a
major chain—but he retired when he found his efforts less and
less effective. I have heard him respond to changes in check-
cashing procedures in an attempt to reduce losses that would
greatly annoy writers of all good checks (99%?). Have you
ever checked to see if your check losses run as much as 1% of
the checks handled? If you can determine which checks were
other than payments on accounts (which can be reversed), it
would be even less. Yet in a big company many people work-
ing in the collection area tend to consider all check-writers to
be potential criminals. They also know they are judged less by
how many customers they keep and more by how many dollars
they can cut bad checks regardless of the cost (delay at
register, clerk time, customer annoyance, etc.) of the pro-
posed cure.

RThought: Most of all, what I read of automated systems in-
volving customers overlooks the most important fundamental
of retailing:
YOU CAN LOSE CUSTOMERS
FASTER THAN YOU CAN GAIN THEM

RETAILING TODAY JANUARY 1988
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ABUSE OF NUMBERS—INDUSTRYWIDE

I am sorry for Peter Berlin—he is not an ex-controller so he
has been taken in by ‘‘controller thinking.”’

Retailers carry figures out to two decimal places only because
they started doing them by hand. This was even before IBM
could multiply and divide on a punch-card tabulator.

I have never seen a retail figure followed by an estimate of ac-
curacy. We see it all the time in candidates’ polls; the descrip-
tion will indicate accuracy as, for example, 65% probabilty of
the true answer being within ¥ 6%. When Candidate A has
34% (it could be as low as 28 %) and Candidate B has 30% (it
could be as high as 36%), then Candidate B may really be
ahead.

In the October 1987 issue of SHRINKAGE CONTROL,
Berlin takes some figures from the 23rd Annual Report of
Operating Results of Mass Retail Stores put out by Cornell
University. A major headline across the front page of the
newsletter reads:

IMRA Study Shows Shrinkage Moving
Upward In Mass Retail Stores

TABLE 1

Discount Store Stock Shortage
As % of Total Owned Sales

1980-81 1.41%
1981-82 1.53
1982-83 1.55
1983-84 1.51
1984-85 1.55
1985-86 1.51
1986-87 1.56

The figures in the table do not match the headline—sort of like
the headlines that advertising departments write, such as
‘‘Lowest Price Ever,’’ *‘Last Chance’’ and ‘‘Never Again.”’
Or perhaps like the ads that promise service or instant credit or
that famous ‘‘We will not be undersold’’ (without the
qualification *‘ifiyou catch us’’).

Let me state clearly:

THERE IS NO STATISTICAL DIFFERENCE
FOR THE PERIOD 1981-1987

Berlin does make a significant point when he reminds readers
that ‘‘the average was heavily weighted by large retailers
whose volume exceeded $1 billion.’” He is thus reminding us
of the 50% rabbit sausage—made from one rabbit and one
horse!

A $1-billion retailer counts for as much as one thousand
$1-million retailers.

Let’s look at the significance of the .05% change in shortage
from 1985-86 to 1986-87. If the store has a turnover of four
times, the shortage expressed as a percentage of average retail

inventory would be .2% (inventory turnover times shortage i
percentage of sales equals shortage as a percentage of inven
tory).

The first question, of course, is ‘*Can you (do you) count your
inventory that accurately?’’ Let’s look at some numbers:

1. You do $1 billion.

2. With a turnover of four times, your inventory would
average $250 million at retail.

3. An accuracy of 0.2% would mean that the ending physical
inventory was within $500,000 of the book inventory before
any theft or error.

If your stores average $8 million, then $1 billion sales means
125 stores. The $500 thousand is an error of $4 thousand per
store for an entire year.

And you take inventory while the store is open and with help
relatively untrained in inventory methods. The total variance
could be in counting the inventory.

RThought: I think I have made my point.

But Peter made an even stronger point—in the same issue.
Sharing the first page is a story headlined ‘‘When Shrinkage
Was Made ‘Enemy Number 1°.°° It is about the ac-
complishments of Mark, Fore and Strike—a fifteen-store chain
of women’s apparel stores in Florida.

Over a period of four inventories (from 4/30/85 to 9/30/86), i*
brought its shrinkage down from 3.81% to 1.95% (I will adm
that this is a SIGNIFICANT DIFFERENCE). But, in the art:
cle, CFO John Erdle reported that, in addition to changing
inventory-taking methods, new procedures and forms were
developed to help tighten controls over price changes and
inter-store transfers—the two most common sources of paper-
work errors. As to the overall significance, Erdle is quoted as
saying, ‘‘I would say that [paperwork] was at least equal to
what we achieved with internal and external theft.’’

Let’s see how that works out. The shrinkage was down 1.86
percentage points (pp). About one-third of that would be about 0.6
pp. THAT IS SIGNIFICANT. But it did not improve profits.
It just meant changing the numbers on the upper part of the in-
come statement without changing the bottom line. With the
‘‘apparent’’ shortage reduced by 0.6 pp, Mark, Fore and
Strike will now report a 0.6 pp lower-gross margin, a 0.6 pp
lower-shrinkage allowance and the same gross margin and pre-
tax profit (please—don’t hold me to the minor differences in
timing when reducing paperwork errors).

RThought: As soon as we stop considering all our employees
as crooks and think ofi the top five in management as incompe-
tent because they (1) do not install proper record-keeping
systems or (2) do not enforce compliance with proper systems,
we will have taken the biggest step possible to eliminate
shrinkage.

SHORT SHORTS

The toy sales/profit pattern was the same all over the world.
INSIDE RETAILING (Box 981, Darlinghurst, NSW 2010,
Australia, $A255/yr.) reported in its 11/30/87 issue that sales
were flat and profits were up—for lack of heavily promoted
TV toys which in prior years were sold at no margin or a loss.
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A wonderful statement from a company report is from tl
November 30, 1987, news release with third-quarter results
from U. S. Shoe Corporation: ‘‘Negative comparisons were
amplified by reduced results in the Ups 'N Downs Divi-
sion...”



expensive items a person can wear. As a gift, it is often a once-
in-a-lifetime buy; as a purchase for oneself, it usually
—aresents a lot of saving or the splurging of an annual bonus.

< upper ad uses a reverse block to stress ‘‘SAVE’’ and then
.peats the sale theme again. Nothing but price comparisons
(which may or may not be correct), no payment until March
1988 (with minimum purchase of $35—emphasized on a page
on which the lowest priced item is $1,199), and, in the copy
(reduced) which you cannot read, there is an essentially
technical description of each fur with a single word added,
such as ‘‘Sumptuous,’” ‘‘Luxurious’’ or ‘‘Elegant.’’ It might
have taken fifteen minutes to modify the information from the
buyer; the layout took another fifteen minutes; and, add three
minutes for the headlines, and you have it.

The lower ad starts with ‘“Warmest Wishes’’ and is followed
by ‘“Why give her something else, when at ‘X’ you can afford
the gift of her dreams?’’ There is a price without a com-
parison. After the technical description, the copy continues,
‘‘She deserves the very best. And at ‘X’, we can help you give
it to her. Our classically styled blue fox jacket from Bill Blass
is just what she always wanted, and now it’s one of many fine
X’ furs specially priced for holiday gift giving. Visit us today
and see how extraordinary values can turn extraordinary
dreams into reality.”’

LUXURY FURS NOW ON SALE

*  Tremendous savings on jackets, stroliers and full-length coats ...with no payment *til March "88

RThought: It may have been company policy not to use a
price comparison or a reverse-block headline. But it took some
thought for the copy.

I agree with reader Marshall Kline of Los Angeles (Marshall
Kline Buying Office) who said, ‘‘I’d go to the lower ad first;”’
and he added that he doesn’t think a consumer believes that the
upper company stays in business selling coats at 60 % off.

The ads from the Los Angeles Times (12/6/87) illustrate May
Company (upper) trying to compete with Nordstrom (lower).

SMALL STORE SPECIAL

WHO CAN LEARN ANYTHING FROM
NEW ZEALAND RETAILERS?

Perhaps we can.

Forget that this is a country of 3,000,000 people and
60,000,000 sheep! Forget that this is a country with a declin-
ing population and massive government regulation of
business.

Just look at what one community did. A large number of the
apparel retailers got together and leased space in the Overseas
Passenger Terminal. They laid out their excess or markdown
merchandise in small areas—without any identification of the
stores (although some customers recognized either specific
merchandise or sales people). Fitting rooms were scarce, but
enough portables were provided.

And they advertised one big sale.

The idea was developed by the Wellington Regional Retailers
Association. They talked about doing it once a year; their
member-participants are now talking about doing it at the end
of each season.

RThought: This can be done in any city but perhaps better in
medium-size cities than in large or small ones.

There are additional advantages—you are not forcing your
mistakes onto your customers who would otherwise be looking
at your fresh merchandise.

It gets all the merchandise out-in a short period of time.

Paraphrasing an old saying, ‘‘Darn clever, these New
Zealanders.”’

But, best of all, with all of the festival spirit that such events
develop, you may even get a better price!

(Note: The Merchant, December 1987—a publication of the
[New Zealand] Retail and Wholesale Merchants
Association.)

ARE YOU UP ON THE FAX?

FAX transmits copies of documents (typed pages, forr:s,
drawings—the latter with some loss of clarity) at the cost of a
direct-dial telephone call, which, on local calls, can be less
than postage. I send two or three pages to my San Francisco
office for 12-16 cents, depending on the time of day.

I find the following advantages:
1. If it is work that I have just produced, I can FAX it to

RETAILING TODAY JANUARY 1988



another person, which enables both of us, within a matter of
minutes, to be looking at the same thing when we talk. Have
you ever tried to describe a chart or four columns of numbers
over the phone?

2. It is much better than Federal Express because you know it
has been received when the last page comes out of your
machine.

3. You can call ahead that a message will be sent so the other
party can go to the machine and pick it up (this provides
security for confidential messages).

4. The addressee can review it and think about it before calling
to discuss it or sending a message back (I have exchanged up to
four FAX messages each way in one day when working with a
client).

5. A FAX message is not as intrusive as a telephone call.

6. All that is needed is a dedicated business line (in San Fran-
cisco, it is $18.18) and a FAX machine (good ones for a single
office or smaller business are available for under $1,000). In-
clude your FAX number on your calling cards, letterheads and
invoices (I am sure a disagreement on a vendor’s invoice can
be cleared faster—and documented better—if handled by FAX
if for no other reason than forcing both parties to organize
their thoughts).

7. Your machine can be on 24 hours a day. I send many
messages between 9:00 p.m. and 2:00 a.m. so my clients will
have them when they come in the next morning (and I can go
to bed knowing I met a deadline).

8. You can communicate all over the world—exchanges with
Japan or Australia or France are easy—and help offset the
complications ofi the time differences.

RThought: I knew it would happen to retailing. Just as Joe
Sugarman put the ‘‘800’° telephone number and bankcard
together to create a new form of: retailing, FAX is following
the same path.

An ad by Olden Computer in The New York Times (January
3, 1988) said, ‘“FAX US YOUR ORDER,’’ and gave its FAX
number. Others may have done this, but I had not seen it
before. For example, in the same paper, I saw ads for com-
petitors—Focus Camera, Focus Electronics (different
address), S & W Computers and Electronics, Bi-Rite Photo
and Electronics, 47 Street Photo, Sixth Avenue Electronics Ci-
ty, Hanover Video Discount, East 33rd and Uncle Steve—but
none listed a FAX number.

But you may ask, ‘‘How can my customers send something
FAX when they don’t have a machine?”’

You may have seen—but never visited—the little shops called
“‘Mail Boxes Etc USA’’ or ‘‘Mail Box Plus’’ or ‘‘Private Mail
Box.”’ An increasing number offer FAX service. There are the
many copy offices as well that offer FAX. But many of these
two groups are open only Monday to Friday or Saturday and
from 8:00 or 9:00 a.m. to 5:00 or 6:00 p.m.

There are an increasing number of 24-hour locations that pro-
vide FAX for regular customers and will do it for walk-ins
as well. They are called ‘‘hotels. ’’ In Florida, for example, the
spring 1987 FAX directory (now out ofi date) showed twenty-
one Howard Johnsons, five Hiltons, five Holiday Inns, four
Sheratons, a number of Radissons and Days Inns and other
chains.

RThought: I would not be surprised to find a FAX machine
available to the public at every hotel and motel charging more
than $25 a night—along with a sign in front (just like the one
that says ‘‘Telephone’’) saying ‘‘FAX.’” AT&T might under-
take such a program to pick up the long-distance revenue.
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HOW IMPERSONAL CAN A RETAILER BE?

I nominate J. C. Penney Company for first prize. On
December 10, I found in my mail box an envelope that ap
peared to be a Christmas card addressed to ‘‘Home Owner
followed by the name of the street on which I live (no number)
and without a postage stamp.

First, this is a clear violation of Postal Regulations 151.1 and
151.2. The former defines my officially approved mail box as
an ‘‘authorized depository for mail,’’ and the latter says that it
‘‘may not be used to deliver any matter not bearing postage.’’
It is not uncommon for a friend to leave something in your
mail box—but a $14-billion retailer to leave something to an
entire street?

The cheerful message, as I interpreted it, was to help me
generate commissions for sales people by using the services of
J. C. Penney Custom Decoration.

RThought: The printed message, ‘‘May your Home be filled
with happiness and good cheer during the holidays and all
through the coming year,”’ is as insincere as any I received.
There was a $25 gift certificate. I guess the true value of all of
this was clearly set forth in the copy on the coupon, ‘‘Cash
value 1/20 of 1 cent,”’ which appeared just before Penney’s
address in New York City.

SHORT SHORTS

A slogan I have never understood. Safeway’s ‘“You work an
honest day—you get an honest deal at Safeway.’’ I do shop at
Safeway, and no one has ever questioned me about how I spent
the day—I could have robbed a bank or snatched a purse from
an old lady!

~

WORDS—THAT TELL ABOUT LEADERS

Recently, while reading the history of The College of the
Ozarks, which is celebrating its 150th year, I came across the
full quotation from Theodore Roosevelt—speaking to those
who try, and then try again.

It is not the critic who counts; not the man who points out how the
strong man stumbled or the doer of deeds could have done better. The
credit belongs to the man who is actually in the arena; whose face is
marred by dust and sweat and blood; who strives valiantly; who errs
and comes short again and again because there is no effort without er-
ror and shortcoming; who does actually strive to do deeds; who knows
the great enthusiasm, the great devotions, spends himself in a worthy
cause; who at best knows in the end the triumph of the achievement;
and who, at the worst, if he fails, at least fails while daring greatly, so
that his place shall never be with those cold and timid souls who know
neither victory nor defeat.

RThought: I often wonder to myself if I have become *‘the
man who points out how the strong man stumbled or the doer
of deeds could have done better.”” You can judge me better
than I can judge myself.

My purposes in writing RT are three:

1. I try to comment honestly and openly on the current retail
scene. Most ofithe trade press cannot do this!

2. I try to bring to you studies and analyses that either are
original in RT or that have appeared in publications you would
not otherwise see.

3. But, most of all, I want to raise the ethical standards i1
retailing. I would like to see them higher in every kind of
business and/or society—but it is only about retailing that I feel
fully qualified to comment.
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HOW WAS 19872

. . DO YOU HAVE A POLICY ON AIDS?
The newspapers just report the seasonally corrected change in

“‘retail sales.’” That is a total figure, including car dealers, ser- I think many businesses, including retailers, do have a
vice stations and restaurants. policy: Let’s stick our head in the sand like an ostrich.
Recently, as a result of the games that car manufacturers are But that won’t work.
playing with special deals (which destroy seasonal The estimates of the number of people who have AIDS vary
corrections), the all-inclusive monthly figure does not mean but all run in the millions. And it is not just a case of people
much. in San Francisco or New York. California does have about
. . 25% of the reported cases—but most people forget that
But a comparison of total 1987 a.! 1986 is as follows: California has about 12% of the nation’s population. If
Everything +3.5% California has twice its share, perhaps your state has only
Without auto group +4.1 half. Does that really make you feel comfortable?
Lo . )
illl;tl:g;i;::: ::31;;:1 ; ;ﬂ\;’:lr;, garden, etc. :fg In retailing, we have a problem that manufacturing firms do
Auto dealers alone +13 not have—a majority of our employees come in contact
. . with the public.
Furniture, home furnishings +2.8
General merchandise +5.6 A policy on what to do if one of your employees has AIDS
Food stores +2.4 is not something that can be marked ‘‘TOP SECRET’’ and
Gasoline stations +3.1 kept from public knowledge. The disease is not passed
Apparel and accessory stores +5.0 Ll}rough casual contact but by unprotected sex, tainted
- . ood used in transfusions, cross contamination through re-
Eating and drinking places +5.4 use of needles by drug users and similar contacts. But put-
Drug stores +7.43 ting a notice on the bulletin board saying AIDS is not
iThe ‘‘a.”” is an abbreviation for the word “‘against.’’ Califor- transmitted by casual contact is not going to make all of
nia has made English the official language and I fear arrest if I your people comfortable.
use an abbreviation for a Latin word. They might bring me to . . ,
court in the Case of California v. Kahn (the Supreme Court What is needed is an honest look at the problem. I don’t
recently told me they were going to continue to use ‘‘v.”’). know of any retail trade association that has had a seminar
2Despite h ion being off significantly in 198 to educate retailers on AIDS. I have not heard of a single
espite house construction being off significantly in 1987. association that has formed a committee of top management
3Perhaps due to October and other headaches in 1987. to develop a policy guide. I am not sure the people in
charge of personnel or human relations have the power to
RThought: The seasonally corrected figure for department draft a corporate policy on AIDS. But out of such seminars
stores in December was 5.5% over 1986—not bad. Autos and committees could come a better understanding and bet-
were off 10.4%, food up 0.2%, gasoline stations up 8.8%, ap- ter policies.
parel up only 1.2% and furniture down 3.6%. In the GAF
(General, Apparel and Furniture) group, department and dis- Several companies in the San Francisco area have
count stores were clearly the winner. developed ‘‘compassionate, humane and pro-active’’
policies according to Dr. Albert Bowers, CEO and Chair-
But drug stores were up 5.7%—that economic headache just man of Syntex Corporation, a pharmaceutical company that
won’t go away. has long done research on AIDS. Many RT readers do
business with one of these companies, Levi Strauss.
CONSUMERS UNION SAYS: Dr. Bowers says that it has an excellent program.

‘DO ASISAY, NOT AS1DO’ RThought: If you write to Levi Strauss, Attention: Cor-

I must admit to a bias in favor of Consumers Union. Mother porate Communications, 1144 Battery St., San Francisco,

was a subscriber from the days, in the 1930’s, when the staff CA 94111, and mention RT, they will send you a kit.

split off from Consumer Research and formed the present non-

profit corporation; and I have had a personal subscription for

more than 35 years. by an organization that said, ‘‘To heck with standards, let’s
make money.’’ (CU has had to make money in recent years—it

But when they do wrong, it is just as wrong as if it were done had financial problems.)




CU publishes several periodicals in addition to Consumer
Reports; one of these is Consumer Reports Travel Letter.

For a year or so, they have been running the post card below:

Save$23.e. ..

] ) Yes, Please enter my subscription to Consumer. Reports

Travel Letter. | will receive 12 monthly issues for only $37—
| a saving of 323 off the single-copy cost of $60. [ will also
receive, free with mv paid subscription. “Fly/Ride Europe.
1987" by Ed Perkins ta retail vatue of $13). If [ am not
satisfied, | may cancel my subscription and receive a refund
for all unmailed issues.

- OPayment enclosed. Send my free book! CiPlease bill me.

ﬁ‘ Name

- Apt.

Zip
Plesse sllow 8.8 weeks for shipment of vour first issus.

14! FREE with your
Bonus Glft' paid subscription.

Just recently, I read the card. The savings is compared with
the “‘single-copy cost of $60.’ I could not recall ever seeing it
on a newsstand. In order to mail second class, they have to
publish each year a ‘‘STATEMENT OF OWNERSHIP,
MANAGEMENT AND CIRCULATION.”’ In answer to the
question of ‘‘Sales through dealers and carriers, street vendors
and counter sales,’’ Robert Cross, Publisher, certified that the
correct answer was ‘‘None.”’

RT readers are aware of the law on phony comparisons (even
if some of them violate it regularly). CU should be more con-
scious of it than you, because they claim to be completely
ethical. They knew, all the months they ran the post card in-
sert, that they did not regularly make significant sales at the
‘‘single-copy <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>