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Store-level operations are the wallflower of
retailing. Management typically focuses

more on product and service offers, mar-
keting and brand issues, and store locations
and network expansion. Meanwhile, execu-
tives tend to underestimate the importance
of rigorous and consistent execution of the
customer experience at each store.

Delivering an experience that is satisfying
to customers and differentiated from the
competition drives both repeat visits and
improved store productivity. Conversely,
falling short on the desired experience will
leave customers open to trying the competi-
tion––a new store or an existing one with a
new offer or promotion. Worse, one negative
interaction will be freely shared with family,
friends, and co-workers.

Improving store-level operations, therefore,
often yields a high return on investment,

driving sales improvements of 10% or more
with minimal incremental capital deployment.
Consistent execution also creates a sustainable
competitive advantage through a hard-to-see,
hard-to-copy differentiation, a reinforced cul-
ture of customer focus, more motivated and
productive employees, and lower turnover.
Such improvements can benefit retailers of all
sizes, formats, and competitive positions.

Unlocking Value from Store Operations
At any retail chain, each customer visit

includes several moments of truth. Behind each
of these touchpoints, there are many depart-
ments, processes, and activities that help to
shape the customer experience, and they gen-
erally fall into three categories: offer design, site
and network operations, and offer support
(Exhibit 1).

The offer design represents a critical com-
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operations program creates hard-to-copy differentiation and more produc-

tive employees for retailers of all sizes and formats.
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Exhibit 1 Processes and activities that contribute to the desired customer experience  

Offer design Site and network operations Offer support

• Store concept and format innovation

• Branding, image, and design

• Channel and brand management

• Roles and personnel staffing

• Customer-facing activities

• Site-management activities

• Dealer/franchisee/distributor relationship
management

• Measurement and rewards

• Product or service offer pricing 
and management

• Advertising, promotions, and customer
relationship management

• Supply chain management

• Network planning and real estate 
management

• Administration and information 
management
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ponent in the customers’ overall experience.
However, major upgrades such as new lay-
outs, a new visual image, and brand enhance-
ments often require hundreds of millions of
dollars in investment and years to execute.
Similarly, customers see the impact of var-
ious offer support programs that emanate
from the head office, but even the best pro-
grams must be supported by effective and
consistent on-site execution. Otherwise, the
retailer makes promises and offers in its
advertising and other communications that
many of its stores cannot keep.

Effective site operations, by contrast, yield
improvements in the customer experience
that fall straight to the bottom line. Consistent
execution leads to high customer loyalty,
more repeat business, and greater latitude to
expand the offer. Moreover, properly selected,
trained, and motivated employees are more
productive, consistently care for customers
and the store itself, and have turnover rates
that are 50% or more below industry norms.
Although improvements to operations take
time to execute given the many employees
affected, these changes involve little or no cap-
ital outlays and help differentiate a retailer’s
stores from those of competitors.

Consider, for example, the role that store
operations plays at several leading retailers:

� Customers are willing to pay a premium
price at Starbucks in part because of the
coffee chain’s consistency. A Caramel
Macchiato tastes the same at each store,
the line at any given store is rarely longer
than a few minutes, and the baristas are
all trained to accommodate customers’
requests.

� Target is able to bring its successful image
to life through helpful, knowledgeable
employees who quickly assist and guide
customers to the right products.

� In-and-Out Burger’s parking lots and
“drive-thrus” are full because employees
are friendly, stores are clean and well-lit,
and the fries are always piping hot.

� QuikTrip’s customers flood the conven-
ience store because they can buy their
goods quickly, shelves are stocked with
the right goods, and high-traffic areas are
uniformly tidy.

These retailers excel in consistent site
operations and understand that sustained
execution requires more than just opera-
tions manuals and a full complement of
staff. They rely on a linked operating system
with detailed processes that can deliver a
consistent customer experience across hun-
dreds or thousands of stores. Through
clearly defined customer interaction scripts,
detailed daily activities guides and
employee schedules, targeted hiring,
training, and development, and a motivating
career path and compensation plan, their
employees have the tools and authority to
truly focus on the customer and deliver the
right experience again and again.

Without a rigorous operating system, even
retailers with creative advertising, strong
offers, and attractive store designs are
severely constrained (Exhibit 2).

Typically, sales and profit performance
varies across a network of stores; customer
count and sales may vary by a factor of three
across individual stores. When senior man-
agers try to understand what accounts for
performance differences, they often study
individual store location and customer traffic
flow, local competitive set and density, differ-
ences in size, layout, and age of store, and
local marketing and pricing. However, they
neglect to understand the consequences of
an inconsistent customer experience.

Our analysis across retailers shows that
variance in customer experience execution
drives one-quarter to one-third of perform-
ance differences. In contrast to the other fac-
tors, this portion of the difference is not
structural and can be addressed effectively.
To determine if such gaps exist in your net-
work, start by looking at mystery shopper or
other customer satisfaction metrics. If there
is a broad distribution, it will be worthwhile
to investigate more deeply (Exhibit 3).



Mercer Management Journal    

Patterns that Lead to Mediocrity
Evaluating retailers across a variety of for-

mats and offers, we have documented patterns
of behavior that hinder effective execution.
Among the most common are these:

� Site operations processes and support tools
are not linked by a common, customer-oriented
theme. All retailers have a set of processes
and tools for their sites to use, and many
have teams of employees updating how
the sites should be run. But often, these
procedures are developed without a uni-
fying customer theme. For example, the
different departments involved in devel-
oping the site scheduling system and
mystery shopping process may not coor-

dinate their contributions, leading to
potential inconsistencies in the customer
experience.

� Over-reliance on the store manager leads to
inconsistent execution from site to site.
Retailers rely heavily on managers to exe-
cute their offers, and the skill levels
among this group tend to vary. When the
system underlying store operations is
weak or nonexistent, the competency of
the manager will determine the store’s
ability to execute the offer. As a result,
variation in the skills, outlook, and drive
among managers leads to a similar vari-
ance in store execution and the experi-
ence for each customer.

Exhibit 2 A linked operating system   

People strategy Site operations Service execution

You need the right 
store employees to 
deliver the experience 
to customers.

Employees need 
guidance to run the 
store effectively and 
efficiently.

Store employees need 
to understand the 
customer experience 
and its proper delivery 

Exhibit 3 The consequences of inconsistent execution
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� Too much new activity distracts sites from their
basic mission. Retailers constantly test new
promotions and new products, upgrade
back-office systems, roll out new training
tools, and so on. As a result, many store
and regional managers spend a lot of time
in low-value-added administrative activi-
ties or figuring out how to deal with new
initiatives, instead of monitoring and
improving the quality of the basic customer
experience and coaching store employees.

� Senior executives across functions don’t have
enough recent store experience. Headquarters
at many retailers is full of former store
personnel. But their in-store experience
may be out of date relative to how cus-
tomers and offers have evolved, and they
may not get into the field frequently
enough. When they do, their visits may be
well-choreographed tours that gloss over
problems and create the wrong set of pri-
orities. Worse, they are often reluctant to
shop competitive offers and innovative
new concepts. As a result, management’s
focus on consistent execution wanes. This
issue is particularly acute within fran-
chise-dominated retailers.

� The customer is not at the center of on-site
execution. As some retailers build site
operating systems, they may forget the
most important part of the system––how
employees and the site itself should

interact with customers. They’re so busy
hiring, scheduling, and maintaining the
site that the actual interaction with cus-
tomers is left up to each employee to
figure out, resulting in a different experi-
ence from store to store and even
employee to employee. What’s missing are
interaction guides, scripts, service
recovery tools, and implicit guarantees
that guide employees in how to treat cus-
tomers and create a consistent experience.

A Useful Framework 
A program to achieve a consistent experi-

ence across stores involves hard work and the
focus of senior management. The first step is
to make a rigorous, critical assessment of
current operations and identify if and where
gaps exist with best practices across various
retail segments (Exhibit 4). Begin by taking
the following steps:

1. Review site-by-site performance and cus-
tomer satisfaction scores. Look for a level
of variation that would signal inconsistent
execution. Identify the performance
improvement that would be attained if the
average store could close one-quarter of
the gap with the top decile.

2. Identify a simple mantra that describes the
desired customer experience. Speak with
store employees at several sites, looking for
accuracy and consistency in their answers.

Questions for an Unannounced Store Visit

� Do you see satisfied customers consistently provided with the right mix of products and services?
� Are these products properly displayed?
� Are all employees attentive and focused on your customers? Do they have the right attitude and

knowledge?
� Is the store clean and conforming to appearance and brand standards? 
� Would you see the same thing if you went to every store in the network? If you went in the evening

or on the weekend or when the manager was not there?

If the answer is “no” to any of these questions, the store operations are likely not delivering the
desired customer experience, regardless of how well the firm has identified a set of target customers
and designed an offer to address their priorities.
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3. Review the current store operating system
to determine whether it comprehensively
addresses the three key components of
people strategies, store management, and
customer interactions.

4. Discuss a few key operating processes
with their owners in your organization to
understand whether these processes actu-

ally support the desired customer experi-
ence and link to other key processes.
Ensure that these answers are explicit and
definitively built into the processes.

5. Conduct unannounced store visits in sev-
eral markets. Watch customer interactions
and experiences. Discuss with employees
what drives their daily actions and efforts

Exhibit 4 Assessing stores relative to best practices

Factors to consider Description

Activities performed What steps are performed and roles assigned compared to each activity benchmark?

Degree of depth and rigor How detailed or rigorous are activities and tools compared to the benchmark?

Degree of standardization Are activities designed and executed uniformly throughout? Staff trained rigorously?

Compliance Is it standard practice or is it performed on an ad hoc basis?

Performance measurement What results do the activities produce relative to the benchmark?

What if You Don’t Own or Operate Your Sites?

Retailers that run a franchise, license, or dealer arrangement cannot absolve themselves of responsibility
for in-store execution. After all, customers do not care who owns or operates the site. Not surprisingly,
then, the most successful franchisors make sure that their franchise operating system and standards
enable franchisees to execute the desired customer experience. 

Leading franchisors typically follow four principles to ensure effective execution on every site:

1. Set clear standards. Standards, driven by the desired customer experience, should be integrated 
into manuals and training, and should include not just appearance and visual image but also other
aspects of the customer experience. For example, a “fast” experience might have standards covering
transaction speed, staffing levels, and response time.

2. Provide the right tools. Franchisees need a site operating system to help them recruit and train
employees, define roles and customer interactions, manage the store’s activities and staffing, and
measure performance. These tools help each franchisee to create a sustainable business that delivers
the customer experience and strong profits.

3. Coach and counsel. Franchisees also need frequent coaching by someone experienced in store opera-
tions and trained as a business counselor. Success in retail hinges on constant small improvements,
and counseling helps franchisees target the right improvements and ensure effective execution.

4. Enforce and reward. The standards need to be enforced and the right behavior rewarded. Tools such
as mystery shopping (if managed effectively), customer intercepts, coaching audits, surprise visits,
and scorecards are critical to ensure that accurate feedback, corrective action, and rewards are given.

The most profitable franchisors do all four of these steps well. By contrast, mediocre firms either fail to
execute the steps as an integrated system, or they skip whole steps, assuming that the franchisees will
fend for themselves.�
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to serve the customer. Create an overall
impression of how consistently the desired
customer experience is being executed
across stores.

Our experience suggests that this frame-
work will identify what activities need to
change, how many employees will be involved,
and the potential reward for the renewed focus

on consistent execution. Great offer design and
brand management still matter, of course, but
they must be complemented by great and con-
sistent execution at each and every store. And
since the devil is truly in the details of execu-
tion, a rigorous, fact-based framework will help
a retailer develop an agenda to achieve that
consistency and thereby create sustained,
profitable growth.�


