How to Break into the School Market:

Educational Retailing 101
What makes a successful retailer in the school market? There’s no simple recipe or formula. Retail success rises out of a complex mix of elements: finding and keeping the right staff; choosing the right products that target your chosen customer; creating a dynamic compelling environment; managing your inventory and finances; and not to mention long hours and lot’s of hard work. Yet it’s precisely because of these variables- the challenge of creating a successful combination of all of these elements- that retailing can be so rewarding and outright fun. While it may not be possible to outline a specific formula, we hope this guide will give you a clearer picture of how to create your own blueprint for retail success.

Why Choose the School Supply Industry?

This industry is exciting and innovative and offers a real sense of accomplishment to know that the products and services provided aid in the education of our children. It is rare to work in an industry where it seems like everyone who walks through the front door of a store finds something to purchase.
What are your specific reasons to open a business in the School Market? 

Are you interested in school market products retailing because of a background in Education? While that is a good place to start, you’ll find that you’ll need to develop a sophisticated range of business skills, as well. Are you interested as an investment? There is money to be made, however, the profits come only after a healthy investment of time and energy. The merchants that are most successful take great pleasure in the challenges that come with the retail trade: learning about their customers, finding how to meet the customer’s needs, creating something and seeing it succeed, cultivating their roles within the community. Profit and an interest in education are important reasons but they are only part of the larger picture.

What is required to develop a successful Supply Store?

Retail can be profitable, but it requires that you juggle an extraordinary set of skills: the empathy of a psychologist, the courage of a general, the insight of a teacher and the vision of a fortune teller, not to mention a bit of financial acumen and lots of hard work. If you are prepared to cultivate this rich personal and professional mix, then you’ll stand a good chance of success.

Characteristics of a Typical Educational Products Store

     • Most operate from a single store location.
• Some stores provide a delivery service and some might even have a                              company vehicle.
• 30% of stores have been in business under 5 years.

• Unfortunately one half of all retail businesses are forced to close within the first 5 years.

• Average store selling area is 3,500 square feet.

• Average rent is approximately $12.20 per square foot per year.

• Customers are usually willing to travel 10-20 miles to get to a retail store.

• Staff might consist of two full-time and three part-time associates.

• Cost of sales i.e. inventory will be, at a minimum, one half of the projected annual sales volume.

•An average store can stock as many as 20,000 different items and buy from as many as 200 vendors.

Recognize the Success Opportunity 

A successful educational products retail store can produce an income opportunity. For the top operations, it is possible to develop a multiple-store firm that is not only successful today, but that can be ultimately sold at a lucrative price. All of that is in the future, though. The challenge is to be successful today.

Most firms fail in the first year. They do so largely because management underestimated the difficulties and level of commitment required when starting a business. As a result, sales were not as strong as anticipated, profits were slower in materializing, and capital was consumed before the firm reached its break even point. These are problems that you must avoid must be avoided. Three suggestions that may help are listed below: 

• Plan for Slow Success― while striving for success, your financial plan should anticipate that success comes very slowly. Don’t count on taking any salary out of the business the first year and plan on a loss during that time period. There are simply too many false starts during the first year of operation. Some companies will not see a profit for the first 3 years or more and must reinvest any profits rather than drawing a salary.

• Have Adequate Financing― it is very difficult to find outside financing for a new business. If you do not have adequate capital to make it through at least one year of losing money, you should wait until you are properly capitalized. Nothing is worse than just getting the business where it can be successful, and then running out of money.
• Promote Heavily― plan on spending an extra sum of money on up front promotion. The teacher base has to know who you are. Direct mail and personal contact are essential.  The sooner they know about your firm, the sooner they can start buying. Think about some special promotions, such as first-time shopper discounts or a free product on the first shopping trip. You need to get them in the door to see how wonderful your store is.

Becoming a successful Teacher Store 

The truth is that the world is not waiting for another retail outlet. What is needed is another truly unique and different idea. If you can create such a store, you can be highly successful. There are four determinants of success among educational product stores. They include:

• Competition― every firm faces a wide range of competitors. Ideally though, you are looking for a situation where there are either not many direct competitors or the ones that do exist may have gotten sloppy. That means the store is always out of things, the employees aren’t very helpful, and the like. Don’t kid yourself on this point. Most of the competitors are stronger than you think. If there are several competitors and they are all strong, other opportunities should be explored.

• Personalized Service― you need to be an expert in the products you sell as do all of your employees. Your customer base will inundate you with questions. Your ability to answer them is critical. In addition, you should always be willing to special order products, offer suggestions with supplies lists and the like.

• Strong Location― while most people are willing to drive some distance for your unique products and specialized service, it helps to be as visible as possible. It is better to pay a little more rent for a better location. To afford to do that, maybe think about a smaller location. This will not necessarily be a disadvantage if adequate inventory levels are maintained. A small well stocked store is much stronger than a large store that looks empty anyway.

If you are able to meet all of these criteria, you are well on your way to success.
That being said, you still have to operate your store correctly!

Store Operating Tips

Spirit and entrepreneurial enthusiasm are not enough for success. Neither is a genuine interest in education. You have to run the store as a serious business. This means focusing on the factors that really cause the store to be successful. For an educational products store two operational issues stand out:

•You must generate adequate sales volumes and therefore prices must be set at a level that remains competitive nevertheless is able to generate the sales necessary to result in a profitable organization.

• You must control the key operating expenses in your business. This means controlling inventory costs, payroll, rent and everyday expenses.

Sales Volume Breakdown

The extreme seasonal nature of this industry means that 45-50% of total sales volume is generated in a 3 month period surrounding the “Back to School” Season. The following criteria will help determine where your focus should be at any given time of the year.
• Product Pricing

The key to generating enough sales at a reasonable price is to know your market. Whether or not the price is fair depends upon the quality of the products as well as the service and support that you provide. In the vast majority of instances the customer walks into the store rather than ordering via catalog. If the store is properly merchandised and is full of unique products, numerous opportunities arise to generate add- on or impulse sales. This is the key to sales turning into profit.

• Teacher’s Personal Funds

By and large, education products stores are appealing to Teachers who are spending their own money. According to the NSSEA research, the average teacher spends $552.00 out of their own pockets annually with 7% spending over $1000.00 per year. In general, they are looking for unique items, and are willing to pay a fair price. The majority of purchases made by Teacher’s with their own money are made during that 3 month time period surrounding the Back to School season. Purchases made directly by the Teacher are a school supply stores’ bread and butter in many cities and can account for 70-90% of its sales volume.

• School Funds

Depending on the local economy, population, government regulations and other variables, there are ways to generate sales by accepting purchase orders and offering charge accounts. Rural areas tend to provide the schools with more public money per capita so purchase order sales might be more prevalent in those areas. Private school and daycares tend to open charge accounts so their spending can be tracked on a monthly basis. This income criterion can account for 10-40% of a store’s sales volume depending on the area.

• Parent Funds

These sales are the most unpredictable and difficult to count on. Their dollars are expendable income and it is your job to make the products in your store irresistible to them. Strong promotion of 4th quarter sales during the holidays is a nice place to start, but summer educational items can be a key way to attract the parent and grandparent market to you store. The percentage of sales generated here will vary greatly depending on the effort put into drawing this customer base into the store.

Expenses 

In an established store the average profit is less than 10% annually. That means that total expenses can be more that 90% of total sales volume each year. Managing expenses in a wise manner will obviously result in higher profits.

• Rental Expense

First and foremost you have to find a suitable location in which to do business. Rental    expense will account for about 10-15% of total sales volume per year in an established store. Up front this cost can easily be up to 20%. For a new store you have very little negotiating power. However, you should not feel compelled to pay more than market rate. Contact a wide range of retailers, including those in other lines of trade. Know the real estate market in you area before you negotiate. Some landlords may desire percentage rent. That is, you pay a base rent and when you reach a predetermined sales volume your rent is increased by a percentage of your sales, usually between 5 and 10% of the sales over the predetermined sales volume. If you truly feel you have the potential for success you should consider paying a higher base rent and avoid the percentage rent if at all possible.
• Payroll/Staffing Expense

Typical retail industry standard for payroll expense is approximately 10% of yearly sales volume. Well, you will soon discover that realistically that is next to impossible, especially, if you are to offer an appropriate level of service to the school supply market customer. Your payroll level will more likely be between 13-20%. As time goes on it will level out to a more comfortable percentage. At the same time, effective people can most definitely help you generate those critical additional sales. The challenge is to find the right people who have enthusiasm for their job and products you are selling. Finding those people at an affordable level is not an easy undertaking. Any retailer should spend more time and effort screening potential employees. Once the right employees are found, the firm should also make a significant commitment to training. It is virtually impossible to over train the staff. In most instances successful employees are not motivated entirely by money, they are motivated by a sense of doing a good job. This requires you to lead by example. If you are customer oriented your associates will be as well.

Of course doing all of these things does not guarantee success. However, it does put you ahead of the game in moving towards an operation that could be very profitable by the third year. When your business is up and running become a member of NSSEA and take advantage of all it has to offer, the least of which are the extremely knowledge packed tradeshows held throughout the year. Your store will also be added to the online store search, so get busy and we look forward to having you as a member very soon! Please visit www.nssea.org for more information.
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