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If you’ve been in retail any amount 
of time, you that the holidays are a 
big season for online and brick-and-
mortar retailers of all sizes. For some 
retailers, the total sales generated 
from November to December 
represent as much as 30% of their 
annual sales1. 

Last year, holiday sales were up over 
5.5% from 2016, beating the original 
forecast from the National Retail 
Federation2. And that trend isn’t going 
to stop. As the economy continues to 

INTRODUCTION

get stronger, so will your customers’ 
desire and ability to spend more.

There’s a fine line between having a 
mediocre or stellar holiday season. 
By effectively using your inventory, 
employee and sales data,  you can 
achieve more with the resources 
you have and drive higher sales 
conversions as a result. This report 
will cover the three ways data can 
help you grow sales over the holidays: 
optimizing your inventory, improving 
your employee training programs, and 
analyzing your sales.  

1: https://nrf�com/resources/consumer-research-and-data/holiday-spending/holiday-headquarters/holiday-faqs 
2: https://nrf�com/resources/consumer-research-and-data/holiday-spending/holiday-headquarters 

https://nrf.com/resources/consumer-research-and-data/holiday-spending/holiday-headquarters/holiday-faqs 
https://nrf.com/resources/consumer-research-and-data/holiday-spending/holiday-headquarters 
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Assess your inventory

> Forecast sales

If there is any area where inventory 
planning services provide value, 
it’s in their algorithms that show 
where your sales are headed. If 
you don’t have inventory planning 
services, you can still create a plan 
using last year’s sales data. While 
doing this, you’ll want to consider 
a few things:

» Overall sales forecast

Based on your sales history, 
year-over-year growth and local 
retail trends, what are your sales 
projections for the November and 
December? Consider breaking 
sales down by month and by week. 
It will help you set realistic sales 
goals and have visibility over your 
performance moving forward.

Planning your inventory is one of the most important, but least understood, 
elements of running a successful retail business. If you don’t have enough 
inventory at the right time, you risk losing sales. If you buy too much, you risk 
wasting resources. The most effective way to make sure you’re buying the right 
inventory this holiday season is to forecast sales and inventory levels (based on 
previous years), evaluate your current inventory and measure how it’s performing.
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» Category sales forecast

Break down your sales per product 
category. This will help you determine 
which types of products generate 
the most sales and where you should 
allocate your resources. 

EXAMPLE

If an apparel store is expecting 
to generate $30,000 in sales 
for November, they might set a 
sales goal of $10,000 for shoes 
(assuming that shoes typically 
make up one third of sales). 

“  TIP: when you create a 

category sales forecast, 

look at how a product 

category sold in past 

years. You’ll also want to 

consider how changing 

trends might affect 

that product category’s 

popularity. ”
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> Forecast inventory levels

After you forecast sales per product category for November and December, 
you need to determine how much inventory you need to buy to meet your sales 
goals. While planning, you should always be aware of how much cash you invest in 
inventory, and focused on pinpointing the ideal amount to fuel your sales.

After you forecast sales per product category, you need to look at a few inventory 
buying and planning metrics: 

» Inventory turnover

Inventory turnover refers to the amount of time it takes for inventory to come into 
your store, be sold and then replaced. To calculate your inventory turnover rate, 
use this formula:

Cost of goods sold ($) 

 Average inventory value ($)

» Why should you measure your  
inventory turnover?

Inventory turnover helps you 
determine optimal inventory levels. If 
it’s too low, that’s an indication that 
you aren’t selling through inventory 
quickly enough. That puts you at risk 
of having dusty, unsellable inventory. 

Conversely, if your inventory 
turnover is too quick (if you sell out 
of a particular item more than four 
times per year), that’s an indication 
that you aren’t purchasing enough 
inventory to fulfill demand. 

» How can you improve your 
inventory turnover?

If it’s low, you need to avoid over-
ordering. If it’s too high, you have 
the exact opposite problem. To solve 
both, consider enabling reorder 
points in your POS. These assure 
that your inventory stays at the most 
optimal level by alerting you when 
your stock is below a certain level.

https://retail-support.lightspeedhq.com/hc/en-us/articles/115000271633-Setting-your-reorder-points-and-desired-inventory-levels
https://retail-support.lightspeedhq.com/hc/en-us/articles/115000271633-Setting-your-reorder-points-and-desired-inventory-levels
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» Months of supply

Months of supply refers to how long 
your inventory would last if you didn’t 
restock (assuming your customers 
were shopping at an average 
rate). Use the following formula to 
calculate your months of supply:

Current inventory level for a product category

Forecasted sales total ($)

» Why should you measure your  months of supply? 

Months of supply helps you see where you’re over and understocked. For example, 
if you have six months of supply for a product category that is averaging five 
turns a year, you’re significantly overstocked. On the other hand, if you have one 
month of supply for a category with the same turn, you’re severely understocked. 
Evaluating both inventory turnover and months of supply gives you the information 
you need to create a basic purchasing plan that ensures you have the right inventory 
levels every month. 

EXAMPLE

Building on our apparel store example, let’s say you typically have 150 shoes in 
stock at beginning of each month. Your sales reports show that you sell on average 
100 shoes per month. Simply take the 150 shoes you have, and divide it by the 100 
shoes you sell per month on average. 

150 / 100 = 1.5 months of inventory
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> Measure your inventory ROI
Having a POS that helps you organize and optimize your inventory already puts 
you in a position to succeed. To accelerate your growth, consider using these 
inventory key performance indicators (KPIs). 

» GMROI

GMROI (gross margin return on investment) is a percentage that measures your 
inventory’s return on investment (ROI). In other words, for every dollar that you invest 
in your inventory, how many dollars did you get back?  To calculate your GMROI, use 
this formula:

» Why should you measure your 
GMROI?

This percentage helps you determine 
if the inventory you’re buying is 
profitable. You typically calculate 
GMROI for each product you sell 
to see whether or not it’s worth 
carrying at your store. 

» How can you improve your GMROI?

To scale your GMROI, consider how 
you can increase your inventory’s 
ROI. That can come in many forms, 
from increasing how much you 
charge, to reducing how much you 
pay for the goods. Improving your 
inventory turnover helps, too. 

Gross profit ($)

Average inventory value ($)
x 100

https://www.lightspeedhq.com/pos/retail/inventory-management-software/
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» Sell-through

Sell-through is the percentage of inventory units sold vs. the quantity available to 
be sold over a specific timeframe. You can calculate your sell-through rate with 
this formula:

EXAMPLE

Let’s say you just stocked up 
on some new holiday sweaters. 
After calculating your sell-
through, you see that you sold 
90% of your inventory in one 
week—and it’s only October. Use 
your sell-through percentage 
to reassess how much of that 
product you should purchase to 
meet future demand. 

Number of units sold

 Beginning inventory value ($)
x 100

» Why should you measure your 
sell-through?

Measuring sell-through is an excellent 
way to determine merchandise 
performance. It also gives you 
visibility on how quickly you’re 
selling a product, which helps you 
make better purchasing decisions. 
 

» How can you improve your sell-
through?

How you improve sell-through 
depends on context. For instance, 
unless your objective is to sell out of 
a product, a high sell-through signals 
that you need to restock before 
you run out. A low sell-through 
indicates that a product isn’t selling 
fast enough and that you need to 
find a way to sell more. That could 
mean developing a pre-Black Friday 
promotion, marking the product 
down or adding other incentives, like 
buy one, get one specials. 
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» Inventory shrinkage

Inventory shrinkage refers to inventory that leaves your store, but not as a result of 
it being sold. The most common source of inventory shrinkage is employee theft, 
shoplifting, and administrative errors. Use the following formula to calculate your 
inventory shrinkage:

Ending inventory value ($) - Physically counted inventory value ($)

» Why should you measure your 
inventory shrinkage?

You never want to lose products 
due to theft or administrative 
mistakes. Closely tracking shrinkage 
assures that you have visibility over 
your inventory, and gives you an 
opportunity to find solutions to ill-
natured behaviour like theft. 

» How can you improve your 
inventory shrinkage?

How you handle shrinkage depends 
entirely on its source. If it’s theft, 
then perhaps you should consider 
improved store security as traffic 
increases. Employee theft? Consider 
setting up procedures like bag 
checks. Enhancing and automating 
your processes can also help prevent 
inventory-related administrative 
errors.  
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02

Improve your employee management

> Hire the right people 

Perhaps the most critical step in your employee management strategy is making 
sure you hire the best candidates. When it comes to seasonal hiring, your goal is to 
hire the right people, that they add value to your customers’ shopping experience 
and bring in revenue for the business. Consider the following points while you’re 
interviewing potential candidates: 

Planning and monitoring the performance of your employee management 
strategy gives you the information you need to run your store better all year long. 
Whether it’s how you manage seasonal hires, how you train them or measure their 
performance, you need a game plan. 

» Put a premium on availability

Most candidates that you interview 
for temporary work have other 
things going on in their lives. They 
might be students, or have another 
job. Consider hiring candidates with 
flexible availabilities that include 
weekends—when you’re busiest. 

» Show opportunities for growth

Communicate that you’re open to 
keeping top-performing seasonal 
employees on-board once the holiday 
rush is over. Incentivize performance 
with longer-term employment. 

» Be honest

Be candid when you’re interviewing 
a candidate. Tell them exactly what 
their responsibilities will be so that 
there’s no surprises. 

» Hire more

The holidays are demanding, so 
hire more than you think you’ll 
initially need. Within the first two 
weeks, review their performance 
and separate the high-performers 
from the underperformers. Consider 
letting go of underperformers and 
concentrating your training efforts 
on the employees that deliver the 
best customer experiences and 
generate the most revenue.

https://www.lightspeedhq.com/pos/retail/report-with-retail-pos-system/
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> Evaluate your seasonal training program ROI
Companies who invest more in training their employees often see a boost in both 
performance and profit. Whether you’re taking on seasonal workers or dealing with 
full-time staff, effective training is crucial for optimizing your store for the holiday 
rush. 

A Harvard Business Review study looking at big box retailers found that new retail 
employees only receive seven hours of training on average in the United States.  

The study found that businesses who invest more in training programs yield up to 
64% more sales per square foot than their competitors. To measure your training 
program’s ROI, compare the cost of your training programs to your sales per square 
foot. 

(Attendee wages ($) x hours of training) + Cost of external resources

Net sales ($) / Amount of sales space (sq.ft.)

Next, calculate both this year and last year’s sales per square foot: 

» Cost of training program vs. growth in sales per square foot 

Research shows the more ongoing training your employees receive, the more your 
sales will grow—but calculating that can be a bit tricky. Start by finding the cost for 
both this year and last year’s training program.

https://hbr.org/2012/01/why-good-jobs-are-good-for-retailers
https://hbr.org/2012/01/why-good-jobs-are-good-for-retailers
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Next, compare any rise or decline in training costs with your sales growth using 
both these calculations:

» Why should you measure your training 
program ROI? 

Getting visibility on the effectiveness 
of your training programs will help you 
objectively determine whether or not your 
current strategy is helping you sell more. 

» How can you improve your training 
program ROI?

If your rise in training costs is larger than 
your rise in sales growth, that indicates 
that you’re training program isn’t helping 
your bottom line. Consider reassessing 
your training program to prioritize product 
knowledge and sales tactics like upselling 
and cross-selling.

This year’s training costs - Last year’s training costs

Last year’s training costs

This year’s sales per square foot - Last year’s sales per square foot

Last year’s training costs

Percentage of rise in training costs:

Percentage of rise in sales growth per square foot:
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> Measure staff performance
You need to have visibility on the productivity of your staff, how much sales they 
generate and how many tasks they complete. Retail analytics tools can give you 
easily understandable reports to help you track employee performance. Here are 
several interesting ways you can use that data to get deeper insights on your staff’s 
performance.

 
» Shopper to staff ratio

Having more sales staff typically yields higher sales. More employees can lead 
to faster customer service and shorter wait times, both things that help improve 
holiday sales.  

In addition to looking for visual markers that your store is either under or over-
staffed, you can use data to determine whether your scheduling model is working 
for or against you. Calculate your shopper to staff ratio using this formula:

» Why should you measure your shopper to 
staff ratio?

A strong shopper to staff ratio indicates lower 
wait-times and a potential for more sales. 
Compare these two metrics for each day of 
the holidays to see which shopper to staff 
ratio worked the best. Tracking this metric in 
real-time will help you figure out if you need 
to be scheduling more employees than you 
currently are.

Total in-store shoppers

Total sales staff in-store

https://www.lightspeedhq.com/pos/retail/analytics/
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» Conversion rate

Calculating your in-store conversion rate gives you visibility on your sales staff ’s 
ability to get customers to buy.  It’s one of the tried and true methods for seeing 
how good your staff is at selling. Calculate your conversion rate using this formula:

Total number of in-store transactions

Total number of in-store shoppers
x 100

» How can you improve your conversion rate?

Your conversion rate is directly impacted by the performance of your sales staff. 

If the numbers show that you’re not converting at a high rate, consider reassessing 
how much staff you need per day, determining who your best salespeople are with 
staff reports, and optimizing your training programs to prioritize increasing sales 
tactics and efficiency.
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» Average task completion rate 

Having a strong holiday season requires that everyone do their job as effectively 
as possible. While revenue per employee is usually the go-to KPI for measuring 
staff performance, looking at how efficiently your team completes tasks is another 
great way to measure their performance. Use this formula to measure your store’s 
average task completion rate: 

» Why should you measure your 
average task completion rate?

Knowing the time it takes to complete 
a task is critical to effectively 
managing your staff ’s time. 

“  TIP: you can 
measure the task 
completion rate 
for individual 
employees, or for 
your entire team. ”

Total time to complete particular task

Number of times that task is performed

» How can you improve your task 
completion rate? 

If you see that certain tasks take 
employees longer than expected, 
consider having that employee 
shadow one of your top-performers. 
Additionally, explore whether or not 
the task can be automated. 
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> Hold staff accountable
You’ve crunched all the numbers, now you can put those insights into action. 
Communicate your findings with your staff and hold them all accountable to the 
benchmarks you’ve established. 

“  TIP: consider having 

a quick sales targets 

staff huddle before their 

shifts start. Sharing 

performance information 

enables them to hit their 

sales targets. ”

Whether an employee is a full-time, 
part-time or seasonal, each category 
should have realistic sales targets for 
the volume of hours they work. Each 
employee category’s targets should 
maximize your store’s sales per square 
foot, average units sold per transaction, 
and how much each employee sells per 
hour. Your POS system analytics can 
give you these insights and enable you to 
better motivate your staff and hold them 
accountable. 

https://www.lightspeedhq.com/pos/retail/analytics/
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03

Evaluate your sales

Sales are what drive a business forward. The more you understand how your 
store generates revenue, the better a position you’re in to develop and implement 
profit-boosting sales strategies. Consider using these KPIs to measure your sales, 
performance, conversions, profits, transactions and growth. 

> Measure your sales 
 
» Sales per square foot
This metric helps you track how many sales you make per square foot of floor 
space in your store. Use this formula to calculate it: 

» Why should you measure your 
sales per square foot?
Sales per square foot helps you 
determine your store’s productivity 
and whether or not you’re using 
your store space efficiently. Use this 
information to make layout decisions 
in your store. 

» How can you improve your sales 
per square foot?
You can improve your sales per 
square foot in a variety of ways—
consider teaching your staff proven 
sales tactics (like cross-selling and 
upselling) to boost the average 
transaction value, optimizing your 
prices, offering promotions and 
improving your visual merchandising. 
Each of these have an effect on how 
many products your store will sell.

Net sales ($)

Amount of sales space (sq.ft.)
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> Measure your performance

» Sales per employee

Sales per employee helps you quantify who your highest performing sales associates 
are. This enables you to prioritize scheduling the sales staff that generate the most 
sales. Calculate sales per employee with this formula:

» Why should you measure your 
sales per employee?

To make your staff as efficient as 
possible, it’s important to know how 
they’re performing. Identify which 
employees are selling the most, 
what they’re selling and when they’re 
scheduled. Cross reference that data 
with your busy store hours to plan the 
most profitable employee schedule 
possible.

» How can you improve your sales 
per employee?

The most efficient way to improve 
your sales per employee is by setting 
more aggressive (but attainable) sales 
targets for commissions, providing 
sales or product training, reward 
incentives, or setting them up for 
success with the right technology.  

“  TIP: If your store uses 
sales commissions, 
averaging your sales 
per employee helps 
create realistic sales 
targets that motivate 

sales staff. ”

Net sales ($)

Number of active employees

https://www.lightspeedhq.com/pos/retail/mobile-pos-system/
https://www.lightspeedhq.com/pos/retail/mobile-pos-system/
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> Measure your conversions

» Conversion rate

Your conversion rate indicates the percentage of store visitors that turn into buying 
customers. Use this formula to calculate your conversion rate:

» Why should you measure your 
conversion rate?

Your conversion rate lets you know how 
efficient you are at converting window 
shoppers into buyers. Essentially, it 
calculates how good you are at selling. 

Number of transactions

Total number of visitors

» How can you improve your 
conversion rate?

It all starts with your sales staff. They 
need to be personable, insightful and 
knowledgeable about the products 
they’re selling. More importantly, they 
need to be able to convince customers 
of a product’s value without seeming 
pushy or agressive. 
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> Measure your profits

» Gross and net profit

Your gross profit tells you how much you made after subtracting both the costs of 
creating and selling the product. Use this formula to calculate it:

Your net profit shows you how much you earned after you deduct the cost of goods 
and overhead expenses. To calculate it, use this formula:

» Why should you measure your 
gross and net profit?

These metrics show you whether or 
not you’re actually making money. 
Making sales is good, but ultimately 
you need to be running at a profit to 
be successful. 

Monitoring these two KPIs enables 
you to make smarter business 
decisions. For instance, if you’re 
gross profit is low, consider finding a 
way of lowering your cost of goods. 
If your net profit is low, perhaps you 
should consider looking for ways to 
lower your overhead expenses.

Sales revenue ($) - Cost of goods sold ($)

All revenues ($) - All expenses ($)

» How can you improve your gross 
and net profit?

Consider exploring these profit-
boosting strategies: raising your 
prices, boosting average transaction 
value, reducing overhead costs, 
or purchasing from cost-effective 
vendors.
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> Measure your transactions

» Average transaction value

This metric shows you the average amount spent per transaction in your shop. Use this 
formula to calculate it: 

» Why should you measure your 
average transaction value?

This gives you visibility on how much 
customers are spending in your store, 
on average. A high amount can mean 
that either customers are buying 
more expensive items or that they’re 
buying a large volume of items. The 
right POS can tell you which it is.

This KPI can also give you valuable 
insights on how to improve your 
sales. If you have a low average 
transaction value, it could indicate 
that you need to either reconsider 
your pricing strategy or train your 
sales associates on how to upsell 
and get customers to spend more. 

» How can you boost your average 
order value?

Train your staff on how to upsell 
and cross-sell. If done correctly, it’s 
mutually beneficial for customers 
and your store. What we mean by 
“done correctly” all boils down to 
context. Don’t try to upsell or cross-
sell products that are irrelevant or 
clearly out of the customer’s price 
range. This comes off as pushy and 
self-satisfying, which is bad customer 
service. Rather, focus on adding value 
for the customer. 

Total revenue ($)

Number of transactions

EXAMPLE

If you run a shoe store, suggest several shoes at different price points. When they 
decide on what to buy, suggest accessories to accompany the original sale. This 
is an example of how you can a customer’s transaction amount while offering 
them more value. 

https://www.lightspeedhq.com/pos/retail/
https://www.lightspeedhq.com/pos/retail/
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» Online sales relative to brick-and-
mortar locations

Businesses with both an online 
and brick-and-mortar store should 
monitor how much online traffic and 
revenue is coming from locations 
where you have a physical store. 

» Why measure how your physical 
store impacts your online store?

The modern consumer shops both 
online and in store, which means 
you need to know how your physical 
shop impacts your online sales 
and vice versa. It’s critical that you 
understand how your sales channels 
affect one another. 

EXAMPLE

Let’s say you open a store in Chicago. Measure how that store impacts your online 
sales by looking at web traffic and sales generated by people in the surrounding 
area.

https://www.lightspeedhq.com/pos/retail/omnichannel/
https://www.lightspeedhq.com/pos/retail/omnichannel/
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> Measure your growth

» Year-over-year growth

Tracking your business’ growth on an annual basis is critical to see whether or not you’re 
trending in the right direction. Calculate your year-over-year growth with this formula: 

 (Current period revenue ($) - Past period revenue ($)) 

Past period revenue ($)

x 100

» Why should you measure your 
year-over-year growth?

Your business should strive to grow 
year after year. The best way to 
measure your progress is to measure 
your current results vs. past results. If 
you see that you’re scaling in the right 
direction, it’s a good indicator that your 
strategy is working. If you see that 
you’re losing ground, it gives you an 
opportunity to correct any issues.

» How can you improve your year-
over-year growth?

The first step is determining why 
you’re not growing at your desired 
rate. Perhaps trends are shifting or 
one of your competitors is gaining 
more market share. Whatever it is, your 
objective is to figure out what’s stunting 
your annual growth. Once you pinpoint 
why, you can create a plan to right the 
ship. 



25

Conclusion
The insights outlined in this report will help you intelligently commit your time and 
resources where it matters most, and maximize your return on investment in the 
process. 

Leveraging the data your business generates is a critical step in optimizing your 
inventory, employees and sales—and it’s never been easier to access and interpret 
that information. The right POS system enables you to download easy-to-understand 
reports that calculate important KPIs for you.

Get started with your holiday strategy as early as you can. By doing so, you can 
simultaneously reduce risk, increase potential profits, upskill your staff and 
proactively meet customer demand over the busiest sales season of the year and 
beyond. 

https://www.lightspeedhq.com/pos/retail/report-with-retail-pos-system/
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About Lightspeed

QUESTIONS?

Call us at 1 (866) 932-1801 or 1 (514) 907-1801

FOLLOW US

  facebook�com/LightspeedHQ 
 

  twitter�com/LightspeedHQ 
 

  instagram�com/lightspeedhq 
 

  linkedin�com/company/lightspeed-hq 
 

  youtube�com/lightspeedretail

At Lightspeed, we build end-to-end 
commerce solutions that retailers can use 
to start, manage and grow their businesses 
by creating better shopping experiences.

We do it by unifying point of sale, inventory 
management, customer management, and 
analytics across all channels; in-store and 
online. We believe that retailers of all sizes 
should have access to top-tier technology 
that helps them succeed in this rapidly 
changing industry.

More than 50,000 businesses use 
Lightspeed today!

Start your free trial at lightspeedhq�com

http://facebook.com/LightspeedHQ
http://twitter.com/LightspeedHQ
http://instagram.com/lightspeedhq
http://linkedin.com/company/lightspeed-hq
http://youtube.com/lightspeedretail
http://lightspeedhq.com
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Omnichannel retailing: Sell more, spend less

For the first time in retail history, customers are 
asking to do things that many merchants cannot 
support. New consumers are naturally combining 
channels as they browse, research and buy, 
and early omnichannel adopters are reaping the 
benefits.

 

Download the PDF →

The independent retailer’s guide to buying inventory

When it comes to buying inventory, even the best 
retailers know that instinct only makes up half the 
equation. Being able to read data is just as crucial. 
 

Download the PDF →

Other retail resources

https://www.lightspeedhq.com/resources/white-papers/omnichannel-retailing-sell-more-spend-less/
https://www.lightspeedhq.com/resources/white-papers/indepedent-retailers-guide-to-buying-inventory/
https://www.lightspeedhq.com/resources/white-papers/omnichannel-retailing-sell-more-spend-less/
https://www.lightspeedhq.com/resources/white-papers/indepedent-retailers-guide-to-buying-inventory/

