interview by Lorna Hall

PROFIT PROTECTION

The taming of

Two years ago New Look's chief executive Phil Wrigley com mitted the business

to reduce shrinkage by 50% over four years. Here he reveals how it's gone
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Phil Wriglay

What is shrinkage?

It's not just about shoplifting and incernal
thefr, although both ave part of the problem,
Crrganised crime is on the increase and we

are seeing our products and other recailery’
|'_|_l'('|g|_1_|_|_'1_'-\ EUCTLETLE Uk 21 W hsites or market
stalls. Sometimes, however, it's just aboue
human error, such as shorrages of stock on
delivery or the wrong stock sent into stores, or
pirur stock-counting in scores.

What was the thinking behind your
focus on shrinkage in the business?
Ot record on shrinkage was worse than che
aversge across the high street, We aceded to
do herrer and we caleulated i conld save us a

minimum of £7.5 million in EBIT DA, That
kind of money is more than significant when
yous cansider the climate retailers are working
in roday, Costs are penerally prowing fasrer
than like-for-like sales; Brussels achitvarily
sricks quoras on footwear; oil prices goup;
utilicy balls soar; the minimum wage increases
and youare grappling wich upw ard-only rent
reviews and increnses in business rates, These
are external factors we have no concrol vver and
I:ht:.-‘ |_'-|,|I i r".'l.-'|1'§_l|i|1.5 uncler exereme Prt‘ ssure
Sovon sav, CR, whar chings dewe have
direct control over? That's when shrinkege is
anobvions target. We worked out that 1% off
our shrinkage costs was worth 29m to the
hattam linc. That really concentrates the mind.



What did you decide to do about it?

The first thing to de was recognisc that it was

imparrant for me 1o have ownership ol the
praject and drive ie from che tap. The key

thing was 1o ger the whole husiness behind i
hecause shrinkage is a business-wide jssue

—it's ner just the jub of the loss-preventdon
department, You need collahoration between
recail, buving, merchandising, human resources
and finance,

What processes have you put in place
to drive the project?

We brought in aconsultant - Laurence King,
managing director of Oeis Consulting - to bring
an cnrsider’s poimnt of view ta rhe loss

prevention deparement. | had worked with
Laurence before when Twas ar Debenhams and
Dorathy Perkins. T knew he knew his stuff and
is passionate about this issue and how retail

That shrinking feeling: shrinkage can be
reduced in every area of a business. New Loak
expects to savie between £7.5 milllon and £10m
by ralsing awareness among shopflaor staff,
Intraducing new security measures and
improving stock pracedures

businesses can do more to tackle in, Wich the
rearn he assessed what tracking sysiems we
needed to get in place to deal with internal
shrinkage, and we use a suite of Oris products
thiar helps us to see how ta g about changing
the apprinach to loss prevention

For example, we have systems that track any
unusuil transactions on the tills, We also used
Laurence’s expercise to put rogecher team-
building exercises for the whole of the loss-
prreses o team, righr down o the securicy
guysinstore. Apart from new systems, an
investment in staff raining has beena key
factor, We have had oo make sure staff
unclerstand we need ta adopt @ cero tolerance
approach o fraud and stock foss

We have been source tagging (RF security)
acertain amount of product for the past 12
months. Ie's s relatively new technology and is
inits infancy, sowe don't apply it to all

procluces, W have it on abour 10% ar the
mgment, mainlyar the premiom end of ghe
otter. We arc also being more stracegic ahout
howwe nse CCTV, looking acwhere cameras
are pusitioned and training staff ro use e
infurmation we gel from them more effectively.
The main reason | value COTV is because it
concributes to statf safety.

What have been the benefits?
Weare slightly better than average now bue
[would like us vo be in che top quarter of
retailers wich the best record on shrinkage by
the end af the four vears. Sowe have gotalor
furrher to go, perhaps another vear to 18 months
before we will have reached where we want to
be. Mot of the investment we are putting fnco i,
a fairly conservative estimare of our savings will
be somewhere between £7.5m and £10m, and
chat's well worth going for,

The reaults can be seen on che hottom Lline
and are non ditficult to evaluate, But une
of the reasons | devided to drive this project is
the addirional benehics the business can ger
from it. Tf you lose parments in the system then
youcan't replenish them - which results in
unhappv customers and lost sales, This means
it’s not enly a financial issue but a cuscomer
satisfacrion issue which is crucial for wur brand.

How will the project evolve?
For all the New Look staffics a cultural issue
and T think this is where some companics Aind
it difficult 1o keep up the moment um. Its g
comseant push to keep icalive, interesting and
relevant i all the staff across the business.
It's aneal those things char when vou take your
foar affthe gas, problems start 1o appear again.
We have (o be really focnsed on maintaining
standards, There are no simple quick wins—it's
& canstant battle. To try and cosure we maintain
pur fecus we have warked proficprotection
performance inte our incentive schemes far
srallall che way down 1o store level, It isalsa
part af our focus on supplicss’ performance
andwe penalise them ifdeliveries are WEOTg.
since we have been doing this we have had
significant improvement insupplier compliance
but the most valuable part af it has been in the
stares, brom an invesement poine of view the
costs have been significant but chey are a o less
than wliat we have got out of the projece.

|s there anything else you have gained
from the project?

[0 Seprember last vear we held the first mecting
of The Retail Forum, which is a group of fashion
retailers sharing informaticn and hest practice
on réducing shrinkage, Our sector isultra -
cornpetitive bur this is an area we can useful Iy
share informarion and exchange sdegs on, s a
good cross-secrion of fashion retailers — Nest,
Muothercare, Tacger, Kiver Island, Manzagn g
Méeh. We discuss what our biggesr cancemns are
in risks to staffand stock, and how we are going
t tackle them, We meet every couple of
months and ic has been very positive,
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