MEMO


From: DG

To: All Sales Staff

Reference: Database & Margins

I am aware this is a long memo but please take the time to read this and the enclosed price lists.

I have spoken to some of you individually but I am sending this memo to all of you to clarify pricing policy. 

Database entry

I am aware that many of you are regularly using the “ad hoc” requisition system as many new products have not been entered on to the system. 

This was originally only meant for occasional purchases (ie when we buy a product from a different supplier or a product we will only buy once or twice a year) consequently you have been working more and more from suppliers cost prices and relied less on the database.  I want to correct this situation for several reasons. Firstly some of your price lists are not up to date and secondly we are pressing ahead with some changes for the database that will save you significant time by using the database for your cost sheet info which you can subsequently convert to an order and the requisitions will be entered by converting your cost sheet saving a significant amount of time. For this reason the database must be up to date and have ALL regular products correctly entered. It is my intention to work on bringing it up to date as soon as possible.

If you need to enter a product as an “ad hoc” item that you use regularly or feel you will use again then email me with the supplier and the product name and style, ie natural, velvet, vinyl etc. and I will enter the product as a regular range to be maintained by head office.

Suppliers Discounts

I have negotiated special terms with some suppliers but I have not always passed on the discount to the customer as I have not felt we have needed to on every occasion or I have other arrangements where I am incurring other costs that I need to cover. For example I have negotiated some better prices with Cadogan but I also have to supply him some stock at supplier’s cost price in return which has cost implications to the company. When you work from our net cost prices with a basic mark up you are not allowing for these costs.

We have also had some noticeable increases in our establishment expenses that I need to allow for and some items such as rubber underlay where I have not increased our selling prices despite price increases over the past six months of nearly 20% that also need to be compensated for.

If we are selling enough product with a better margin such as stock, de-branded or specials then these costs will be covered. If not we need to increase our mark-up on all products to cover these rising prices. This is not a course of action that I would prefer in the current climate if we can account for these increases in other ways.

I know we are operating in a difficult trading market but if suppliers show you new ranges that you work out you can sell with a standard margin for less than say a de-branded product that may seem like a good thing in this climate but it could bring us problems if the overall margin achieved is affected and we do not make sufficient profits as a result. I am pleased to say that the management figures are showing we are currently making a profit but it is only 1.5% over turnover so you can understand why I am making a big point about trying to maintain gross margin. 
I am not trying to tie your hands by making it harder to sell products in the current market but I want to work with you to find the right solution. We must not get drawn into lowering prices indiscriminately because a weaker competitor is desperate to pay their bills this week and will take a job at any price forcing us to discount a product on a net margin. I also feel we should use the strength our warehouse facility gives us over our competitors to its best advantage by bulk buying.

Therefore I am suggesting the following options to meet both criteria.

1. Consider reviewing our de-branded ranges particularly after Stoddard’s demise and select new de-branded products.

2. Find the best selling colour in a few popular ranges and stock 3 rolls of 1 or 2 colours with a special net retail price for that colour and width. This way we can maintain our margin by negotiating a quantity discount but better competitor’s prices.

I would be interested to hear your suggestions for either of the above ideas or any other ideas that will achieve the same results. I shall also continue to look for special purchases like the Bordeaux etc. as and when they are available.

I have attached to this memo 2 items. 

1. The latest price list of stock, de-branded and special term products. You will see there are discounted prices that can be given at the manager’s discretion. If you feel a particular product is sensitive in your area and want the quantity price to be displayed on the ticket then you can do so on those products until further notice but there are no further discounts on offer.

2. A list of special prices on a selection of products until further notice. Please ensure you read the conditions for these prices to apply. These special prices will NOT apply to other colours or widths in the same ranges. 
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