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MANAGEMENT
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Most retailers chase sales

Top Retail Profit
Leaks and How
to Fix Them

while hidden profit leaks

drain margins.

Swipe to find the leaks.
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MANAGEMENT

Discounting Your
Top Sellers

w THE PROBLEM

Discounting products customers would have bought anyway is
margin erosion in disguise — item sales tick up, but gross profit,

visits, basket, and loyalty don’t.

THE FIX (only discount a top seller if it ...)

O
v Jifts declining visit frequency

4 grows profit per basket or per customer

v drives high-margin or new-product trial

¥ clears overstock or uses vendor-funded dollars
7 Otherwise, shift the discount to slow movers

WHERE Al HELPS

Al shows which discounts actually grew contribution margin — and which just gave money away.

. money away.

McKinsey: a 1% improvement in price lifts operating profit ~8% — discounting runs that math in

reverse.
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PROFIT LEAK #2 <V | Drive Growth
MANAGEMENT

Chasing Revenue,
Not Profit Drivers

w THE PROBLEM

Sales are an outcome you can’t manage directly. Manage the
leading indicators of profitable sales for more sustainable,

predictable growth.
THE FIX

Manage customer happiness, visit frequency & recency
Manage customer count, basket size & checkout speed
Manage stock-outs, delivery accuracy & team happiness

Know your profit by channel — store, online, BOPIS & delivery

C L L K K ¢C

Get every leading indicator into one place

WHERE Al HELPS

Here Al is a COO’s best friend: it alerts you the moment a profit driver slips, and recommends how

. to turn it around.

Forrester: CX leaders grow revenue 5.1x faster than laggards by managing the experience, not just

experience, not just the sale.
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MANAGEMENT

Training Customers
to Wait for Sales

w THE PROBLEM

Constant discounting trains customers to wait for the next sale. If
they only buy on markdown, you’re building discount dependency

— not loyalty.

THE FIX

Remember: discounts are one reason to buy, not the only one
Ask “what would motivate this customer?” — don’t assume it’s a discount
diseeyRhlue, status, FOMO, convenience & peace of mind

Segment customers by value and buying behaviour

C L L K K ¢C

Tailor offers and messages to each customer type

WHERE Al HELPS

Al segments customers by what motivates them — so you grow sales with targeted offers and
. protect margin without blanket discounts.

Nielsen: roughly half of retail promotions never break even — much of that volume would have

would have come anyway.
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PROFIT LEAK #4 <V | Drive Growth
MANAGEMENT

Losing Customers
Without Knowing Why

w THE PROBLEM

Customers rarely tell you they’re leaving — only 1 in 26 complain.
By the time sales dip, they’ve already formed new habits

elsewhere.

THE FIX

Ask for feedback while the experience is still fresh
Watch if visits are becoming less frequent
Watch if review scores are slipping

Watch if customers engage less with promotions

C L L K K ¢C

Watch for out of stocks on popular or promoted items

WHERE Al HELPS

Al flags at-risk customers early and ranks them by lifetime value — so you focus on the ones worth

. saving before they’re gone.

Bain: a 5% lift in retention can raise profit 25—-95% — and a new customer costs 5—25x more than

25x more than keeping one.
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PROFIT LEAK #5 <V | Drive Growth
MANAGEMENT

Top Stores Are
Carrying the Business

w THE PROBLEM

A few great stores hide a lot of average ones. Underperformers
quietly drag down sales, margin and loyalty — and there’s often

too much data to spot it.

THE FIX

Benchmark stores for leading indicators of sales, not just sales
Find which stores outperform — and exactly why
Spread proven best practices to every store

Identify which managers need coaching and provide mentorship

C L L K K ¢C

Individualize associate training based on performance gaps

WHERE Al HELPS

Al pinpoints performance gaps and the practices worth replicating — your upside is hiding in your

. average stores.

In most chains a small share of stores drives the majority of profit — the spread is your hidden

your hidden upside.
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MANAGEMENT

High Frontline Turnover
Inflates Labor Costs

w THE PROBLEM

When turnover is high, too much of your labor margin goes to

hiring and re-training — and customer service suffers every day.

THE FIX

Build a supportive team community culture
Recognize team-building behaviors
Offer continual learning and growth paths

Reward and recognize team successes often

C L L K K ¢C

Set up friendly performance competitions

WHERE Al HELPS

Al spots coaching needs and delivers personalized, Al-avatar-led training — so great service
. becomes repeatable and top talent stays.

Frontline retail turnover routinely tops 60% a year, with each hourly replacement costing

costing thousands to hire and train.
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Labor Is Out of Sync
with Demand

w THE PROBLEM

Labor is one of retail’s largest controllable costs — yet stores are
overstaffed when it’s slow and understaffed at peak. Both hurt

margin.

THE FIX

Forecast staffing to actual demand, hour by hour
Automate repetitive tasks to free teams for customer service
Offer customer self-service options to make labor budgets go further

Shift fixed tasks to off-peak, low-traffic hours

C L L K K ¢C

Cross-train staff to flex across roles at peak

WHERE Al HELPS

Al forecasts peak demand to balance service and labor cost — and Al-assisted self-service helps

. stores serve more with less staff.

Labor is one of retail’s largest controllable costs — typically 10-17% of sales — so every misaligned

every misaligned hour hits margin.
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Missing High-Margin
Sales Opportunities

w THE PROBLEM

Not all sales are equal. Most retailers chase more sales but spend

little time growing the products that earn their best margins.

THE FIX

Merchandise high-margin products in high-traffic spots
Have associates actively recommend them
Pair them with complementary products

Keep them consistently in stock

C L L K K ¢C

Replicate high-margin wins across every store

WHERE Al HELPS

Al highlights high-margin products with untapped potential and recommends how to grow them

. — often the easiest profit boost.

Margin is made on mix, not just volume — shifting sales toward high-margin items is often the

often the fastest profit lever.
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MANAGEMENT

Missing Cross-Sell &
Basket Growth

w THE PROBLEM

Customers rarely buy just one thing — coffee and a muffin, pasta
and sauce. Leaving those patterns to chance means smaller

baskets and missed profit.

THE FIX

Identify what products are frequently bought together
Merchandise combinations so they’re easy to impulse buy
BHY¥ch associates to recommend complements

Send “if you liked this...” personalized offers

C L L K K ¢C

Qﬁ%@prom ote complementary products

WHERE Al HELPS

Al detects buying patterns and basket-building opportunities — so customers discover more of

. what they need.

McKinsey: up to 35% of Amazon’s sales come from its recommendation engine — basket-building

basket-building is real money.
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MANAGEMENT

Out-of-Stocks That Cost
You Customers

w THE PROBLEM

An out-of-stock isn’t one lost sale — you can lose the whole
basket, the next visit, and the customer. They cost far more than

most retailers realize.

THE FIX

Track which products go out of stock most often
Plan enough inventory for upcoming promotions
Identify which stockouts put loyalty at risk

Predict demand spikes before they happen

C L L K K ¢C

Ask associates what customers are asking for

WHERE Al HELPS

. Al flags demand spikes and replenishment gaps before the shelf goes empty.

Out-of-stocks cost retailers ~S1 trillion globally; shelves run ~8% out of stock — nearly double on

nearly double on promoted items.
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PROFIT LEAK #11 <V | Drive Growth
MANAGEMENT

Dead Stock, Shrink &
Returns Erode Margin

w THE PROBLEM

Inventory on a shelf isn’t making money. Excess stock, slow

movers, shrink and returns tie up cash and quietly erode margin.

THE FIX

Find overstocked categories and slow movers
Optimize markdown timing to clear stock while protecting margin
Reduce shrink from theft, damage and admin error

Recover value from returns by optimizing reverse logistics

C L L K K ¢C

Free capital trapped in underperformers

WHERE Al HELPS

Al highlights dead weight inventory, shrinkage and markdown risk before they cost you — to

. improve inventory performance in every category.

NRF: shrink now runs 1.6% of sales (S112B), and ~17% of merchandise is returned — cash that

cash that never becomes profit.
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PROFIT LEAK #12 <V | Drive Growth
MANAGEMENT

Inefficient Processes Cut
Sales per FTE

w THE PROBLEM

Every frustrating, slow process costs you twice — it erodes

customer loyalty and lowers frontline team productivity.

THE FIX

Identify which processes are causing sales friction
Empower customers with self-serve product locators and checkout
Ask for realtime customer and team feedback on experiences

Analyze feedback for frustrating experiences

C L L K K ¢C

Increase Sales per FTE by reducing low-value work

WHERE Al HELPS

Al automates repetitive work and frees teams to serve customers — and scans feedback for
. friction that points to broken processes.

IHL: broken retail processes drive an estimated 52858 in losses a year — friction quietly taxes every

quietly taxes every transaction.
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PROFIT LEAK #13 <V | Drive Growth
MANAGEMENT

Unclaimed Vendor
Marketing Dollars

w THE PROBLEM

Too many retailers fund promotions out of their own margin while

vendors are willing to contribute dollars to drive visibility and trial.

THE FIX

Before funding a promo, ask what new products you’ve added
Check for unused co-op marketing dollars
Find which suppliers want to grow their category

Present vendor offers on payment devices

C L L K K ¢C

Send vendor coupons from your POS to loyalty customers

WHERE Al HELPS

Al finds vendor-funded opportunities so you can answer the question “who can help pay for this

. promotion?”

Trade promotion is among a brand’s largest costs (~5200B/yr in the US) — much of it goes

it goes unclaimed by retailers.
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PROFIT LEAK #14 <V | Drive Growth
MANAGEMENT

Siloed Systems Don't
Work Together

w THE PROBLEM

Retailers collect plenty of data — but feedback, marketing,
inventory, HR and ops each sit in their own system, hiding how

they affect each other.

THE FIX (answer these questions)

O
¥ How does staffing affect customer experience?

¥ How does product availability affect repeat visits?

¥ How does employee engagement affect customer loyalty?
¥ How do training gaps affect sales and retention?

¥ How do operational issues affect satisfaction?

WHERE Al HELPS

Al connects customers, employees, marketing and operations to reveal performance improvement

. improvement opportunities hidden inside separate systems.

Forrester: up to 73% of enterprise data is never used for analytics — the answers are there, just

disconnected.
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MANAGEMENT

Discovering Problems
Too Late

w THE PROBLEM

Most reports tell you what happened last week or last quarter. By
then customers have left and margin has slipped. Delayed visibility

means delayed action.

THE FIX

Build an early-warning system, not a rear-view mirror
Watch if customer loyalty is starting to decline
Watch if margins are slipping in specific stores

Watch if productivity is falling

C L L K K ¢C

Act on these insights in real-time

WHERE Al HELPS

Al monitors performance continuously and alerts you the moment something moves the wrong
. way — with actions to get back on track.

Most retail reporting is days or weeks old — by the time a problem hits the numbers, the margin is

the margin is already gone.
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MANAGEMENT

Subscribe to Al Retail Profit Insider

Scan the QR code and join the
newsletter for practical Al retail

profitability insights.

linkedin.com/newsletters/7463019010280837121
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Drive Growth

MANAGEMENT

1)

Could Al Be Your New
Secret Weapon?

Book Your
Complimentary Al
Profitability Growth
Consultation

Book your free consultation

www.drivecx.com/book-a-growth-consultation
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