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Detected Industry

Field Value

Industry Retall

Confidence High

Company Size Mid-market

Reasoning The dataset contains typical retail transaction details such as transaction_id, store_id,

sku, product_name, quantity, unit_price, gross_revenue, net_revenue, cogs,
gross_margin, customer_id, payment_method, and inventory_on_hand. The presence of
"reorder_point", "returned”, and "shrink_flag" columns further confirms a retail context
focusing on inventory management and loss prevention.

Executive Summary

This retail dataset provides a robust view into transaction-level performance, highlighting critical areas for profit
optimization. Key findings suggest that inventory shrinkage, high return rates, and an extensive discounting strategy
are likely eroding your bottom line. Additionally, managing inventory to prevent out-of-stocks and standardizing gross
margins across your product portfolio present significant opportunities for improvement. Addressing these "money
leaks" can lead to a healthier financial position.

Top Money Leaks

#1 - Inventory High

Shrinkage Impact

Signal There are recorded instances of inventory shrinkage.

Evidence shrink_flag = Yes on a portion of transactions. (Exact count not available in summary but

flagged as present)
Benchmark NRF National Retail Security Survey 2023: average shrink 1.6% of retail sales.

Root Cause The 'shrink_flag' column suggests explicit identification of inventory losses, potentially
due to theft, administrative errors, or damage. Without more granular data, specific
causes are unclear, but a systemic issue exists.

Financial Impact Directional estimate, assuming each 'shrink_flag' represents a lost sale. Requires deeper
analysis on the number of 'Yes' flags and their associated value. Given a total revenue of
$613,955 and a benchmark of 1.6%, potential impact is up to $9,823. (613,955 * 0.016)

Recommended Conduct a detailed analysis of 'shrink_flag' instances, including frequency, associated

Action products, and store locations. Implement enhanced inventory controls, security
measures, and process audits to identify and mitigate root causes. Cross-reference with
physical inventory counts.

#2 - High Return Medium

Rates Impacting
Profitability
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#2 - High Return

Rates Impacting
Profitability

Medium

Signal

Evidence

Benchmark

Root Cause

Financial Impact

Recommended
Action

#3 - Sub-optimal

Discounting Strategy

Signal

Evidence

Benchmark

Root Cause

Financial Impact

Recommended
Action

#4 - Potential for

Out-of-Stocks and

Lost Sales

Products are being returned with explicit reasons.

‘returned' column has 'Yes' values, and 'return_reason' is populated for these. For
example sample row 7 and 9 show returns.

Appriss Retail Returns Report 2023: 13.7% of returns are fraudulent or abuse, overall
retail return rate 5-10%.

Returns can stem from various issues, including product quality (e.g., 'Damaged in
transit'), customer expectations not met (e.g., ‘Not as described’), or even fraudulent
activity. High return volumes increase processing costs and reduce net sales. Without the
exact count of 'returned=Yes' rows, it's hard to quantify precisely, but the presence
indicates a material issue.

Directional estimate — requires specific count of returned items and their value. Assuming
a 10% return rate on total net revenue of $613,955, and a conservative 25% cost of
handling and revenue loss on such returns (per industry averages), the financial impact
could be around $15,348. (613,955 * 0.10 * 0.25). This excludes the impact of fraudulent
returns, which can be significant.

Analyze return rates by product category, SKU, and return reason to identify patterns.
Work with product development and quality control to address product-related issues,
refine product descriptions, and implement more stringent return policies where abuse is
suspected. Optimise reverse logistics costs.

Medium

A significant portion of transactions include discounts, with an average discount
percentage over 10%.

Average discount_pct = 0.107 (10.7%). Gross revenue sum = $691,487, Discount
amount sum = $77,531.

McKinsey Pricing Practice: 2-4% margin uplift achievable from discount discipline.
General retail average discount can be 5-15% depending on strategy.

While discounts are necessary for promotions and clearing old stock, an average
discount of 10.7% across all transactions could indicate 'pricing leakage'. This might be
due to overly aggressive promotional strategies, lack of pricing control, or competitors'
pressure, directly eroding gross margins.

Given average discount of 10.7% ($77,531 in total discounts), a 2% improvement in
discount discipline (reducing average discount from 10.7% to 8.7%) could recover
approximately $13,763. (77,531 / 0.107 * 0.02).

Review the effectiveness of current discounting strategies. Analyze discounted sales by
product, category, promo code, and channel to identify where discounts are least
effective or excessively high. Implement dynamic pricing models and stricter controls on
discount approvals to prevent unnecessary margin erosion. Focus on value-based
pricing.

Medium

Signal

Evidence

Inventory levels are approaching or below reorder points for some items.

min inventory_on_hand = 0, reorder_point ranges from 20-50. Sample row 2 shows
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#4 - Potential for Medium
Out-of-Stocks and

Lost Sales

inventory_on_hand (15) below reorder_point (50).

Benchmark APICS: Inventory carrying cost 20-30% per year. Lost sales due to out-of-stocks can be
4-10% of total sales for popular items.

Root Cause Having inventory fall below reorder points, or reaching zero, suggests stock-outs are
occurring. This leads to missed sales opportunities, customer dissatisfaction, and
potentially drives customers to competitors. The average inventory on hand is 90, with an
average reorder point of 35, indicating some items are managed well, but the minimum
hitting 0 means critical gaps exist.

Financial Impact Directional estimate — depends on frequency and duration of stock-outs. If just 1% of
potential sales are lost due to out-of-stocks across the total net revenue of $613,955, the
impact could be $6,139. (613,955 * 0.01). This doesn't account for customer churn.

Recommended Implement a more robust inventory management system with real-time tracking and

Action automated alerts for low stock. Optimize reorder points based on sales velocity and lead
times. Analyze stock-out incidents to identify frequently affected products and review
supplier performance.

#5 - Gross Margin

Variation Across
Products/Categories

Signal The gross margin values vary significantly.

Evidence minimum gross_margin = $1.50, maximum gross_margin = $929.94. The average
gross_margin = $96.85.

Benchmark Directional estimate — requires GL validation.

Root Cause While some variation is expected, a wide range in gross margin could indicate
inconsistent pricing strategies, varying cost structures, or differing market
competitiveness across product categories. Low-margin products might be unprofitable or
acting as loss leaders without clear strategic justification.

Financial Impact Low
Recommended Perform a detailed margin analysis by product, SKU, and category to identify outliers and
Action understand the underlying reasons for high and low margins. Adjust pricing strategies,

negotiate better supplier terms, or reconsider the viability of consistently low-margin
products. Aim for a balanced portfolio that supports overall profitability goals.

Recommended KPlIs

KPI Formula Why It Matters Benchmark
Gross (Gross Revenue - Measures the profitability of products before operating Varies by retail sector,
Margin COGS) / Gross Revenue expenses. Essential for pricing and cost control. typically 25-50%
Percentage
Return Count of Returned Indicates customer satisfaction and potential product Retail average often
Rate Transactions / Total quality issues or mismatches. High return rates impact 5-10%, e-commerce
Transactions profitability and inventory. higher (15-30%)
Inventory COGS / Average Measures how efficiently inventory is managed. A high Varies by product
Turnover Inventory (at cost) ratio indicates good sales, low a risk of obsolescence or category; general retail
Ratio overstocking. 4-6x per year
Average Total Discount Amount/ = Shows the average reduction from list price. High discount = Typically 5-15%
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KPI Formula

Discount Total Gross Revenue

Rate

Shrinkage  Count of items with

Rate 'shrink_flag' = Yes / Total
Quantity Sold

Sales per Total Net Revenue /

Store Number of Unique
Stores

Average

Transaction Transactions

Value

Column Mapping

Source Column
transaction_id
date

store_id
store_city
store_state
category

sku
product_name
quantity
unit_price
unit_cost
promo_code
discount_pct
gross_revenue
discount_amount
net_revenue
cogs
gross_margin
channel
payment_method
customer_id
returned
return_reason
inventory_on_hand

reorder_point

Why It Matters

rates can signal pricing pressure, promotional overuse, or
margin erosion.

Directly measures lost inventory due to theft, damage, or

administrative errors, impacting profitability.

Evaluates the productivity and performance of individual
store locations.

Total Net Revenue / Total Indicates the typical spend per customer interaction, useful

for understanding basket size and customer behavior.

Canonical Concept
transaction_id

date

store_id

store_city
store_state
product_category
product_sku
product_name
units_sold
unit_price

unit_cost
promo_code
discount_percentage
gross_revenue
discount_amount
net_revenue
cost_of_goods_sold
gross_margin
sales_channel
payment_method
customer_id
returned_flag
return_reason
inventory_on_hand

reorder_point
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Benchmark

depending on
promotional strategy

NRF National Retail
Security Survey 2023:
1.6% of sales

Highly variable by store
size, location, and type

Varies significantly by
product and business
model

Data Type

category
category
category
id

text
numeric
numeric
numeric
category
numeric
numeric
numeric
numeric
numeric
numeric
category
category
id
boolean
category
numeric

numeric
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Source Column Canonical Concept Data Type

shrink_flag shrinkage_flag boolean

Methodology
This intelligence report provides a risk-sizing estimate, not a forensic audit. It anchors to the user's own dataset aggregates and

structure, cross-referenced with published industry benchmarks to estimate potential financial impacts. All recommended actions
should be validated against your general ledger and internal operational data before implementation.

Recommended Next Step

Prioritize a forensic audit on shrink_flag incidents and quantify the exact financial impact of returns and discounts by
drilling into transaction-level data and operational costs.
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