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Building Retail Businesses that
Grow Profitably

Growth is one of the most closely watched measures of success in
retail. New stores open. Revenue increases. Customer counts rise.
Product ranges expand. From the outside, the business appears to be
moving in the right direction. Yet many retail businesses discover that
growth does not always translate into stronger profitability.

Sales increase, but margins remain under pressure. Operating costs rise
faster than revenue. Working capital requirements expand. Management
attention becomes increasingly consumed by day-to-day execution.
The result is a business that is larger, but not necessarily stronger.
Sustainable success in retail is not simply about growing revenue. It is
about growing profitably.

As retail businesses expand, complexity naturally increases. More
locations require more inventory. More customers require greater service
capability. More products require better planning and control. Growth
creates opportunity, but it also creates costs. Common challenges
include:

 Rising store operating costs

 Increased inventory requirements
Margin erosion from discounting
Inefficient product assortments
Higher logistics and fulfilment expenses
Inconsistent performance across locations
Reduced visibility into profitability drivers

When these issues are not actively managed, revenue growth can mask
underlying weaknesses in business performance.
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The business continues to grow, but profitability becomes increasingly difficult to sustain.

Many retailers measure success primarily through top-line growth. While revenue is important, it provides only part of the picture.

High-performing retail businesses focus on the quality of growth. They ask:
» Which products generate the strongest margins?
» Which customers create the most value?

e Which locations contribute most effectively to profitability?
» Which investments create sustainable returns?

» Which activities consume resources without generating sufficient value?

These questions help leaders move beyond sales growth and focus on creating stronger economic performance.

A Question

If your revenue doubled over the next three years, would profitability
improve at the same pace—or would growth expose weaknesses in
the economics of your business?
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Retail businesses that achieve profitable growth tend to share several characteristics. They
maintain discipline around:

Product portfolio management

Pricing and margin optimisation

Inventory productivity

Customer profitability

Store performance measurement

Capital allocation

Operational efficiency

Most importantly, they understand that growth should strengthen the economics of the
business, not weaken them. They view profitability as an outcome of deliberate decisions rather
than a by-product of increasing sales.

The goal of retail growth is not simply to become larger. It is to create a business that generates
stronger returns, healthier cash flow and greater resilience over time. This requires balancing
customer experience, operational performance and financial discipline.

Businesses that achieve this balance are better positioned to invest, adapt and compete in

changing market conditions. Growth becomes sustainable because it is supported by a stronger
business model.

RETAIL & DISTRIBUTION

BUILDING RETAIL
BUSINESSES THAT
GROW PROFITABLY

Profitability isn't accidental.
It's built through the right mix of strategy,
aperations, customer focus and financial discipline.

THE CORE PROFIT DRIVERS
REVENUE GROSS MARGIN OPERATIONAL CUSTOMER
GROWTH OPTIMIZATION EFFICIENCY LOYALTY
Drive sustainable top-line Sell the right products Improwe supply chain, Build leyalty and repeat
growth through the right at the right prices with store operations and purchase through great

customers, channels and optimized sourcing process efficiency to experiences and value
propositions. and markdown contral. reduce costs. consistency.
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THE 6 BUILDING BLOCKS OF PROFITABLE RETAIL
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RIGHT CUSTOMER WINNING SMART ASSORTMENT EFFICIENT OPERATIONS MULTI-CHANNEL
SEGMENTS VALUE PROPOSITION & INVENTORY & SUPPLY CHAIN EXCELLENCE
Focus on segments Offer the right mix of Stock right, in right Build agile and cost- Be prasent where
that deliver lifetime products, prices and quantities, at the efficient cperations custamens ane and
value and growth. CNPETIENCEs. right time. across the chain, seam lesshy connect
all channels.
» Data-driven » Curated assortment « Demand forecasting « Efficient logistics
: - = i e - + Omnichannel integration
segmentation + Competitive pricing = Inventory optimization = Store productivity
, . = Consigtent experience
= Understand needs + Differentiated * Reduce stockouts * Process excellence iy, T
and preferences exparience and overstock * Channel profitability

OPERATIONAL LEVERS THAT DRIVE PROFITABILITY

PRICING PROMOTIONS SPACE LABOR SUPPLY CHAIN
OPTIMIZATION THAT PAY PRODUCTIVITY PRODUCTIVITY COSTS

Use data to set the Run targeted Mueirmize reven togt Feight staffing. Optimize trarsport,

right prices for the promotions that per sq. ft. across right skills and warehousing and
right segments. drive margin, categones productivity Last-mile costs.
nat just voluma. and storas. by stone.
MEASURE WHAT MATTERS

COST DISCIPLINE
& CAPITAL EFFICIENCY

Control costs, optimize
working capital and invest
for the right returns,
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PEOPLE, CULTURE &
PERFORMANCE
Empower people and
drive a performance-
onented culture,

. Righ'[ talent

= Training & empowermaent

* Parformance
managemaent

WORKING CAPITAL
MANAGEMENT

Improve irventony
tums and reduce
cash conversion
cycle.
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GROW PROFITABLY
Sustainable growth
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The Value Lens

i

The most
Profitable growth is not created by increasing sales alone. It is created by ensuring that growth
strengthens the financial, operational and strategic foundations of the business. SuU CceSSfu |.
retail
businesses
do not
pursue
growth at
any cost.
DISCOVER RECOVER CREATE Th ey pursue
Understand the true drivers Address margin Build a retail business that
of profitability gcroslg leakage, inventory scales with stronger g I’OWt h th at
products, customers, inefficiencies, pricing margins, healthier cash
channels and locations. challenges and flow and greater C I‘eateS
|dentify where growth is operational practices resilience, enabling
creating value and where it is that reduce the sustainable long-term vVa l.u e
eroding it. profitability of growth. value creation. y
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@ EXECUTIVE REFLECTION

BUILDING RETAIL
BUSINESSES THAT
GROW PROFITABLY

Great retail businesses don't happen by chance.
They are designed with intention, executed
with discipline and measured relentlessly,

PROFITABILITY
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ASK YOURSELF —

THE IMPACT OF GETTING IT RIGHT

o Do we have a clear understanding of our I:
customers and what drives their choices?

PROFITABLE GROWTH

Are we offering the right products at
the right price with healthy margins?

Are our operations efficient and scalable

Sustainable top-line grawth with healthy margins
drives long-term value creation,

STRONGER CUSTOMER LOYALTY

to support profitable growth? & Great expariences and value drive repaat
purchases and brand advocacy.
Are we managing inventory effectively
e 1o maximize availability and minimize costs? OPERATIONAL EXCELLENCE
Efficient processes and optimized supply chain
reduce costs and imperove performance.
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Arg wa building strong customer loyalty
and repeat business?

DX

FINANCIAL RESILIENCE
Better cash corversion, disciplined working capital
and smart capital allocation strengthen returns,

Are we disciplined in cost management
and capital allocation?
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Do we have the right data and insights
to make better decisions?

COMPETITIVE ADVANTAGE
A differentioted offering and superior execution
create a moat that competitors find hard to cross,
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Is qur business model sustainable and [ 1
future-ready?

WHERE IS YOUR RETAIL BUSINESS TODAY?
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OPTIMIZED
Bast-in-class operations,
optimized margins,
strong customar kyalty,

EARLY f REACTIVE
Ad-hoc approach, lmated
data, consistont results,

lw marging

FOUMDATIOMAL
Basic procosses in place,
som wsibility, improving
eontrol and porfosmance,

SYSTEMATIZED
Standardized oparations,
data-driven decisions,
conislent growth,

MARKET LEADER

Soalable, inngwative,
profitable and the
brand of chalce.

THE COST OF GETTING IT WRONG
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ERODING MARGINS INVENTORY TRAPS LOSING CUSTOMERS INEFFICIENT OPERATIONS WEAE FINANCIALS
Wirong pricing, markdowns Excess, obsalete in slow- Poor gxparience and Complex processes and Poor cash flow, high debt
ared high operating costs moving insentony tes up inconsistant value drive silos lead to delays, ermors and low returns. imit growth
shrink profitability. cash and space. CUSTOMES IWay. and higher costs, and floxibility.

YOUR NEXT MOVE @' FOCUS Chooss the right customens, categories and channels to win,

Pick one arga that will create the biggest
impact on profitability, |||| OPTIMIZE bgeowd Marging, imentcry Turid dnd warking cagital

ﬂ SIMPLIFY Sirgamiing oporations and eliminate what doesn’t add value,

Act on it this rvonth W DELIGHT Create memorable experiences that build layaley.

Small, focused wins kead to big results. Cl MEASURE Track the right matrics and act on insights.

n't about doing more.

e right things, consistently, every day.

Where Do You Go From Here

Many retailers focus on growing revenue. Fewer focus on ensuring that growth strengthens
the economics of the business.

At Cuma, we help retail and distribution businesses improve profitability by aligning strategy,
operations and financial performance. The result is a business that can grow with greater
confidence, resilience and value creation potential.

The next question isn't whether
your business is growing.



Cuma is a strategy and performance advisory firm helping India's mid-
market businesses create sustainable enterprise value through strategic
clarity, operational excellence, financial discipline and organisational

capability.
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