
AIRLINES THREATEN TO PULL
FLIGHTS FROM ATLANTA
ATLANTA | Airlines that do

business at Hartsfield-Jack-
son Atlanta International
Airport, the world’s busiest
airport, are playing hardball
in talks over new lease
agreements, threatening to
move some flights to other
airports if they can’t main-
tain competitive costs on
fees they pay.

The agreements that
apply to airlines at Harts-
field-Jackson do not expire
until September 2010.

Atlanta-based Delta Air
Lines Inc., the world’s
biggest carrier, and dis-
count carrier AirTran Air-
ways say that if their costs
are too high they may be
forced to move some con-
necting flights to other
airports.

Neither Delta nor Air-
Tran is considering pulling
out of Atlanta altogether.

The two carriers repre-
sent roughly 93 percent of
the traffic at Hartsfield-
Jackson. (AP)

REPORTS: CHRYSLER, FIAT
DISCUSS PARTNERSHIP
AUBURN HILLS, Michigan | Fiat

SpA is holding discussions
with Chrysler LLC about
taking a stake in the U.S. car
maker and creating a partner-
ship that would allow the
Italian auto maker to build
and sell its small cars in the
United States, two publica-
tions reported Monday.

Unnamed officials famil-
iar with the discussions told
The Wall Street Journal and
Automotive News that
Chrysler would have access
to the Turin-based automak-
er’s engine and transmission
technology as part of a poten-
tial deal.

Fiat Group SpA, which
makes Fiat, Lancia and Alfa
Romeo vehicles, has been
trying to re-enter the United
States for the first time since
1983.

Analysts have said that
Chrysler, which is 80.1 per-
cent owned by Cerberus
Capital Management LLP,
probably won’t survive the
year as an independent com-
pany despite receiving a $4
billion government loan. (AP)

EU: RECESSION WILL BE
DEEP AND LONG-LASTING
BRUSSELS, Belgium | The Euro-

pean Union said Monday it is
facing a “deep and protract-
ed recession” and slashed
growth forecasts.

The economy in the 16
nations that use the euro will
shrink by 1.9 percent in
2009, with the entire EU
contracting 1.8 percent, the
European Commission said.
That is a drastic cut from its
earlier forecasts of 0.1 per-
cent for the euro zone and
0.2 percent for the EU.

The 27-member bloc said
3.5 million jobs will disap-
pear in the EU in the year
ahead. (AP)

PA. FLIGHT ATTENDANT
SUES OVER SEXY DRESS
PITTSBURGH | A flight atten-

dant is suing JetBlue Airways
and Delta Airlines, saying a
male worker denied her
work-related passage on a
flight because she was not
dressed provocatively
enough.

Karin Keegan’s federal
lawsuit claims she lost in-
come because she has
stopped taking standby
flights on JetBlue so she can
get to job assignments.

Keegan, 37, of Pittsburgh,
works for Delta, which has
an agreement with JetBlue to
ferry Delta flight attendants
on standby basis. Keegan’s
attorney says a male JetBlue
worker wouldn’t let her on a
flight because her pants
weren’t tight enough and her
shirt wasn’t low cut. (AP)

BRIEFING

The retrenching of the retail market
Stores slash costs,

supplies to deal with
a new paradigm:

consumer frugality.

MENTALLY CHALLENGED PREP FOR INDEPENDENT FUTURE

By Alan Zibel
Of The Associated Press

WASHINGTON | The day
before President-elect
Barack Obama takes office,
the escalating troubles facing
major banks around the
world couldn’t be clearer.

On Monday, the British
government swooped in to
boost its stake in troubled
Royal Bank of Scotland to
almost 70 percent and of-
fered to insure banks against
large-scale losses on risky
assets in exchange for bind-
ing agreements to lend out
more money.

It was the second major
British bank bailout in three
months. Shares of ailing
RBS, parent of Providence,
R.I.-based Citizens Financial
Group., lost two-thirds of
their value in Monday’s
trading. Shares of other
European banks plunged as
investors worried that one or
more banks could be nation-
alized after RBS said last
year’s losses could reach
$41.3 billion — the biggest
ever for a British corpora-
tion.

Officials on both sides of
the Atlantic have failed to
contain the most severe
credit crisis in decades,
which has ravaged banks in
places as diverse as Ireland,
Iceland and Switzerland,
along with the U.S. and
Britain.

Now top officials in Lon-
don, Washington and Brus-
sels are scrambling to figure
out how to stop the bleed-
ing. They are trying to find
the best way to prod banks
into lending out more mon-
ey, struggling for a solution
18 months after the most
severe credit crisis in de-
cades sent investors reeling.

U.S. officials are talking
about establishing a new
government-backed bank to
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Fixing
bank
woes

is vexing
Globally, rescue
efforts have done

little to stop financial
hemorrhaging.

By Anne D’Innocenzio
Of The Associated Press

NEW YORK | For years,
retailers could afford to be
sloppy about running their
businesses because custom-
ers kept buying.

No more.
Stung by the worry that

shoppers — who cut spend-
ing by the most dramatic
amount in at least 39 years
in the recent holiday season
— may not start spending
again for a long time, stores
are making drastic changes.

They are cutting out margin-
al suppliers, hiring outside
experts to keep inventory
lean, holding special events
for those who are still buy-
ing and making extraordi-
nary efforts to gauge custom-
er satisfaction.

The new discipline will be
mostly good news for shop-
pers, who will find stores
less cluttered and see an
array of products at lower
prices, from ordinary grocer-
ies to jeans from brands they
could once only aspire to.

Of course, the downside
is that consumers who want
something out of the ordi-
nary may have to look hard-
er. Stores are rooting out
offbeat, unpopular colors
and styles, which will mean
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Mark Lennihan Associated Press
A WOMAN walks past a Gap store
in New York. This past holiday
season was the weakest since at
least 1969.

HOW RETAILERS ARE RETOOLING

A Slashing suppliers:
Stores, which have been
paring inventories for two
years, are now slashing goods
from marginal suppliers.
Apparel retailers plan to cut
inventory 20 percent to 30
percent for summer and fall
compared with a year earlier.

A Re-evaluating pricing:
Now that shoppers don’t
want more expensive goods,
stores are adjusting their
pricing. J.Crew Group is
working to lower prices on
key items such as ballet
flats and offer fewer high-
priced items such as $1,300
leather trench coats.

A Outside specialists:
Companies such as Polo
Ralph Lauren Corp. are
turning to outside advice on
sourcing and currency
hedging to reduce the
impact of volatile foreign
exchange rates.

A New attitude: Consum-
ers are already noticing
sales clerks are more polite.
Also, shoppers are finding
thank you notes in the mail.

A Focused stock: Stores
are ordering narrower selec-
tions of goods as they go
for the most popular styles
and colors.

— Associated Press

Economy won’t deter Super Bowl advertising

By Steve Esack
Of The Morning Call

Lisa Goodrich looks at her
14-year-old daughter and sees
innocence.

And that scares her.
Shy Emily is a mentally chal-

lenged child who, only when she
feels comfortable, will talk of her
love of baking, her enthusiasm for
playing the drums, and her prowess
in math, even if she does not like
the subject.

“You are one smart cookie,”
Lisa Goodrich likes to say.

Then the fear creeps in. It comes
when Goodrich thinks about the
day when Emily, a “life skills”
special education student at Liberty
High School, will leave the protec-
tion of her family and school to join
a work force where jobs can be
hard to find and keep for people
like Emily, who is autistic and men-
tally retarded.

So last week Goodrich, of Bethle-
hem Township, decided to get a
jump start on career and life plan-
ning for Emily. They attended the
Bethlehem Area School District’s
school-to-work transition fair,
where government agencies and
nonprofits offered advice for par-
ents of disabled teens.

The job fair was meant to give
parents a head start in planning for
the day their children will turn 21
and have to leave Liberty’s life
skills program. In the program,
students are taught math, reading,
household budgeting and house-
keeping skills. A teacher serves as
job coach while the students train
as interns in food service, custodial
and retail work.

“Most of the students leave the
program gainfully employed,” said
Rick Agretto, Bethlehem’s special
education director. “But it is impor-
tant families become familiar with
resources once the students leave

our system.”
The 38 families who signed up

for the job fair got information
from their children’s teachers and
employment advice from Pennsylva-
nia CareerLink and Private Industry
Council of the Lehigh Valley. They
made contacts at agencies such as
VIA of the Lehigh Valley. They
found out what help and programs
are offered from the state Depart-
ment of Labor and Industry’s Of-
fice of Vocational Rehabilitation.

“It’s always good to start the
process rolling as soon as possible”
Goodrich said.

Under state law, special educa-
tion students can stay in school
until 21. Parents of severely dis-
abled students usually opt for the
maximum time, said Marcie Hry-
cyszyn, coordinator of Bethlehem’s
school-to-work transition pro-
gram.
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Harry Fisher The Morning Call
LISA GOODRICH (left) and her daughter Emily, 14. Emily, a ninth-grader at Liberty High School, attends Bethlehem Area’s
school-to-work transition fair, where government agencies and nonprofits offer advice for parents of disabled students.

“ … It is important families become familiar with resources once the
students leave our system.”

RICK AGRETTO, Bethlehem Area School District’s special education director

Skills for a better life
BethlehemArea School District offers developmental,

career guidance for parents, disabled students

Damian Dovarganes Associated Press file photo
ON THE SET of a Budweiser spot to be aired during Super Bowl
XLIII. Anheuser-Busch said it wants its ads to uplift and entertain
viewers instead of reminding them about the economy.

By Deborah Yao
and Ryan Nakashima
Of The Associated Press

The Super Bowl is on
track to remain one big,
glitzy bash even in these
tough economic times.

That’s not to say some
advertisers aren’t nervous
about buying expensive ad
slots as business falters.
Some stalwarts such as
General Motors Corp., Fe-
dEx Corp. and Garmin Ltd.

won’t be advertising on the
Feb. 1 broadcast on NBC.
Playboy Enterprises Inc.
isn’t throwing its custom-
ary party at the game, for
the first time in nine years.

But aggressive marketing
by NBC to secure ad deals
before last September’s
financial meltdown helped
to ensure Super Bowl XLIII,
between the Arizona Cardi-
nals and the Pittsburgh
Steelers, won’t be a market-
ing bust.

NBC said 90 percent of
the Super Bowl ads had sold
as of mid-January. Most
ads have sold for about $3
million per 30-second spot
— an all-time high price for
the Super Bowl, which is
the most watched event in
the nation, with about 100
million U.S. viewers.

The sales pace matched
those of previous years and
the network said it was in
discussions on the remain-
ing unsold spots. Most are

in the fourth quarter, and
tend to go for slightly less
than other positions in the
broadcast.

“There is unrivaled atten-
tion surrounding the
game,” said Brian Walker,
senior director of communi-
cations at NBC Sports in
New York. “As research
confirms, it remains the
most powerful vehicle for
an advertiser to promote its
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PLANNER
TODAY
JAN. 20

GREATER LEHIGH Valley
Chamber of Commerce’s
Executive Women’s Coun-
cil, 11:15 a.m., Four Points
Sheraton, 3400 Airport
Road, Hanover Township,
Lehigh County. Info:
610-841-5862.

NORTHAMPTON AREA
Chamber of Commerce
lunch, “Your Finances =
Your Future: Tax Tips and
Financial Advice During
Challenging Times,” 11:30
a.m., Assante Restaurant,
2050 Main St., Northamp-
ton. Cost: $16 members/
$36 nonmembers. Info:
Marlyn at
marlynk@lehighvalleycham
ber.org.

WEDNESDAY
JAN. 21

HOT JAVA At The Water-

cooler open forum small
business roundtable, 8:15
a.m., North Penn Chamber
boardroom, 229 S. Broad
St., Lansdale. Free. Reserva-
tions: info@northpenn.org.

LEHIGH VALLEY Chapter
of the Association of Infor-
mation Technology Profes-
sionals, 5:30 p.m., Christo-
pher’s at the Columbian
Home, 1519 Greenleaf St.,
Allentown. Reservations:
Sharon Deibert at
sdeibert@ptd.net or Tom
Walsh at tjwalsh@pplweb.
com.

TUESDAY
JAN. 27

10TH ANNUAL Philadel-
phia Construction Expo,
9:30 a.m. to 4:30 p.m.,
Greater Philadelphia Expo
Center, 100 Station Ave.,
Oaks, Montgomery County.
Info: Robin Ross at
rross@abcsepa.org.

WEDNESDAY
JAN. 28

10TH ANNUAL Philadel-
phia Construction Expo,
9:30 a.m. to 4:30 p.m.,
Greater Philadelphia Expo
Center, 100 Station Ave.,
Oaks, Montgomery County.
Info: Robin Ross at
rross@abcsepa.org.

THURSDAY
JAN. 29

FIRST OF FOUR manage-
ment classes for the small-
business owner given by
SCORE and Upper Bucks
Vocational Technical
School, 7-9 p.m., Jan. 29
and Feb. 5, 12 and 19, at the
school, Ridge Road,
Perkasie. Info and early
registration: 215-795-2011,
or aschaffer@ubtech.org.

INDEPENDENCE PLAN-
NING Group is hosting a

complimentary three-hour
CE credit course on charita-
ble giving for local CPAs
from 2-5 p.m. with volun-
tary discussion to follow,
Quarry Building, 5290 W.
Coplay Road, Whitehall
Township. Register:
610-440-0458 x 803 or
kim@cjsandco.com.

THURSDAY
FEB. 5

WESCOE SCHOOL of
Muhlenberg College infor-
mation session 3-7 p.m.
with special breakout ses-
sions for teacher certifica-
tion at 4 and 6 p.m, Gabriel
House, Muhlenberg Cam-
pus, 2400 Chew St., Allen-
town. Free. Info:
484-664-3300, wescoe
@muhlenberg.edu or www.
muhlenberg.edu/wescoe.

SATURDAY
FEB. 7

HOW TO START a busi-
ness workshop by the Le-
high Valley SCORE, Best
Western Hotel and Confer-
ence Center, Routes 22 and
512, Hanover Township,
Northampton County, 9
a.m. to noon. This is the
basic workshop for prospec-
tive business owners and
small-business owners,
covering basic issues includ-
ing marketing, business
plan, financing and much
more. Cost: $20. Register at

www.lehighvalleyscore.org
or call Frank Embon,
610-437-3583.

MONDAY
FEB. 9

MONTGOMERY COUNTY
Community College career
fairs featuring up to 20 area
businesses and organiza-
tions who will be on hand
to recruit for part-time,
full-time, temporary and
seasonal employment, as
well as for internships from
10:30 a.m. to 1 p.m., Feb.
9, South Hall lobby, West
Campus, 101 College Drive,
Pottstown and 10:30 a.m.
to 1 p.m., Feb. 11 and 12,
Parkhouse Hall lobby, cen-
tral campus, 340 DeKalb
Pike, Blue Bell. Free. Info:
Nina Mattson (Central Cam-
pus) at 215-641-6619.

“Parents feel students are
safe and secure in school,”
she said. “Then in a perfect
world, agencies like PIC and
VIA take over where we left
off.”

The world is seldom
perfect. Opportunities in
adulthood for mentally re-
tarded and autistic people
are not as plentiful when
compared with those avail-
able to people with other
disabilities, according to
data at the National Center
for Education Statistics.

In 2005, about 36 percent
of those with mental retarda-
tion who finished school in
1999-2000 or 2000-01 were
employed and about 14 per-
cent were living independent-
ly, national statistics show.

By comparison, 65 per-
cent of emotionally dis-
turbed graduates were em-
ployed and 25 percent were
living on their own.

Sandra J. Magill of the
Office of Vocational Rehabili-
tation said parents often do
not realize that school-based
special education is mandato-
ry. But once students hit 21,
they and their parents are on
their own. Availability of
adult services then is based
on funding, not simply need,
Magill said.

“A lot of times parents do
not make referral to our
office until right before their
children are ready to leave
school or have already left
school,” she said. “Then the
students sit at home and the
parents do not know what to
do.”

Ron Blaufarb of Hanover
Township, Northampton

County, agreed. He said too
many parents do not take
advantage of the services
schools, nonprofits and
government agencies offer.

“If you ask questions,
you’ll get answers,” Blaufarb
said while his wife, Sharon,
talked to teachers at the job
fair.

Their daughter is richer
for it. Allie Blaufard, 20,
who is mentally retarded,
has one year left of school-
ing. With the help of teach-
ers, Ron Blaufarb said, Allie
has improved her reading
and job skills. Teachers are
helping her develop street
smarts she will need to sur-
vive next year and beyond.

“The school district has
done a wonderful job in
helping us access these pro-
grams,” he said. “I have
every confidence in the
world Allie will be a produc-
tive citizen.”

remove bad loans and other
toxic assets from banks’
balance sheets, Treasury
Secretary Henry Paulson
said last week. In theory,
with those assets gone,
banks would be freer to
make more loans.

Still, figuring out a suc-
cessful strategy for how to
unclog the credit markets is
a vexing challenge for
Obama when he takes office
today. Obama’s top econom-
ic adviser, Larry Summers,
said on CBS’ “Face the Na-
tion,” Sunday that under the
new administration, “the
focus isn’t going to be on
the needs of banks. It’s
going to be on the needs of
the economy for credit.”

While the British govern-
ment moves closer to a full
takeover of that country’s
banking system, Americans
are more leery of such inter-
vention, and that’s likely to
continue even with Demo-
crats in charge of the White
House and Capitol Hill,
analysts say.

“We’re much less com-
fortable with nationaliza-
tion,” said Simon Johnson,
former chief economist to
the International Monetary
Fund and a professor at the
Massachusetts Institute of
Technology’s Sloan School
of Management. “We’re

generally more skeptical of
the ability to run things
better than the private sec-
tor.”

The U.S. government has
so far provided $192.3 billion
to 257 large and small finan-
cial institutions in 42 states
and Puerto Rico in a finan-
cial bailout program that has
proven extremely unpopular
with the public. Now the
government is facing calls to
use its power to fire execu-
tives at banks that receive
government aid.

“What you really need is
… a change of management
in these banks,” Johnson
said. “The banks have been
run by incompetent bun-
glers.”

There is a precedent for
the idea of a government-
run “bad bank” that would
take toxic assets off the
books of banks and thus
make it easier for them to
loan new money: the Resolu-
tion Trust Corp., created in
1989 to dispose the assets of
nearly a thousand failed
savings and loans.

One key question,
though, is how much the
new bank would pay for
distressed assets. Buying
assets at too high a price
would reward them for tak-
ing too much risk. Buying
them at too low a price
would mean banks will have
less money to lend out in the
future, said Stephen Lewis,
chief economist at Monu-

ment Securities in London.
Plus, with the govern-

ment acquiring billions in
potentially bad loans, “it
would leave the taxpayer
fully exposed to any future
losses,” Lewis said.

The current U.S. rescue
program has come under
heavy criticism from lawmak-
ers unhappy that the Bush
administration provided
billions of dollars to banks to
shore up their finances, but
did not impose enough re-
strictions to make sure they
would increase their lending.

Many lawmakers are
pushing the incoming
Obama administration to
devote more of the money to
halting a tidal wave of mort-
gage foreclosures, and to
impose more limits on the
compensation of top execu-
tives working at the banks
receiving the money. The
incoming administration has
pledged to revamp the res-
cue program to address
objections from lawmakers.

Last week, new cracks
appeared among the coun-
try’s two largest banks.

Citigroup Inc. last Friday
reported a $8.29 billion loss
in the fourth quarter and
announced it was splitting
itself in two. Bank of Ameri-
ca reported a $2.39 billion
fourth-quarter loss, hours
after ironing out a deal for a
fresh $20 billion government
lifeline to digest troubled
brokerage Merrill Lynch.

brand and products.”
While some high-profile

advertisers have pulled the
plug, many are staying put
and some, such as Mars
Inc.’s Pedigree pet food,
will appear in the Super
Bowl for the first time.

But the tone of some ads
this year will reflect tough
times. As Tim Calkins,
marketing professor at
Northwestern University’s
Kellogg School of Manage-
ment puts it: A good ad
connects with its audience.
And that audience is
stressed about finances.

Take the case of Hyundai
Motors America.

Automotive ads during
the Super Bowl tend to
focus on vehicle launches,
and Hyundai was planning
to run two 30-second spots
for its Genesis Coupe — one
with renowned cellist Yo-
Yo Ma playing a Bach piece
that viewers can re-edit
online.

But now, the South Kore-
an carmaker might ex-
change one of the ads for a
spot featuring a new incen-

tive program that forgives
auto loans for car buyers
who lose their income with-
in a year of the purchase.

“We know consumers
are concerned about their
future earnings,” said Joel
Ewanick, vice president of
marketing at Hyundai Mo-
tor Co.’s Fountain Valley,
Calif.-based American divi-
sion. “That’s keeping a
whole bunch of people on
the sidelines from buying a
new car.”

Longtime Super Bowl
patron Anheuser-Busch is
taking a different approach.
The Budweiser brewer said
it wants its ads to uplift and
entertain viewers instead of
reminding them about the
economy.

The company is still
spending heavily on the
Super Bowl, even after
announcing 1,400 job cuts
in December that were tied
to its acquisition by InBev
SA. Anheuser-Busch will be
airing 4 1/2 minutes worth of
ads — 30 seconds more than
what it purchased last year
— broken up into two
60-second ads and five
half-minute spots.

The Super Bowl remains
a unique marketing vehicle

because it’s known as much
for its commercials as the
game itself. A TNS Media
survey released this month
confirmed that people
watch commercials through-
out the game, instead of
switching channels.

“The Super Bowl remains
as truly the only property
that has the ability to reach
the largest mass audience
across all demographics at
one time,” said TNS Media
CEO Dean DeBiase.

The Go Daddy Group
Inc., which registers Inter-
net domain names, is un-
apologetic about splurging
on the Super Bowl. This is
the same company that
unabashedly threw a $2
million holiday party last
month — flying in thou-
sands of employees and
guests to Arizona — as oth-
er firms cut back. CEO Bob
Parsons rode a motorcycle
into a concert that featured
Joan Jett and Sinbad at
Phoenix’s Chase Field.

“Our ads are fun, edgy
and slightly inappropriate,”
said spokeswoman Elizabeth
Driscoll.

That figures to get atten-
tion no matter how the
economy is doing.

BUCKS BUSINESS GROUP
TAKING NOMINATIONS
FOR ANNUAL AWARD
The Women’s Business

Forum is accepting nomina-
tions for its second annual
Most Inspiring Business
Woman of the Year Award.

The Most Inspiring
Business Woman Award
recognizes an example of
the WBF's mission — to
provide support, mentor-
ing and inspiration to wom-
en entrepreneurs. The
award recipient is a wom-
an who has ongoing, signif-
icant impact on other wom-

en in business by inspiring
them to reach for and
achieve greater success
than they would have oth-
erwise. To qualify, the
nominee must:
A Do business or reside

in Bucks County.
A Support, mentor and

inspire other women busi-

ness owners.
A Own an established

business for five or more
years, by herself or with
others.
A The nominee cannot

be an active member of the
Women’s Business Forum
board of directors.

Past board members,

forum members and non-
members are eligible.

The winner will be an-
nounced at a special Semi-
nar Series meeting of WBF
on March 18 at the James
Lorah House in
Doylestown. The winner
will also be honored during
a ceremony at the third

annual Bucks IDEAS Expo
2009 on April 21 at Spring
Mill Manor, Ivyland.

Deadline for entries is
Feb. 16. Enter at www.wo-
mensbusinessforum.org/
mostinspiring.
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LOCAL BUSINESS SCENE

fewer choices.
Sales clerks are also check-

ing back with customers to
see if they’re satisfied with
their purchases.

“We are in a sea change,”
said Millard Drexler,
J.Crew’s chairman and chief
executive officer and former
CEO and visionary of Gap
Inc.

Pricing goods within
reach of strapped consumers
is also a big focus, given the
way nervous consumers
have stopped shopping.
Same-store sales, or sales at
stores opened at least a year,
fell 2.3 percent in November
and December together,
according to the Internation-
al Council of Shopping Cen-
ters. And the worsening
sales slump in January has
many worried about the
industry’s prospects over the
next few months.

J.Crew is working with its
factories to adjust its prices
on certain key items such as
ballet flats, which now start
at $98 rather than $118. It’s
also stocking fewer of its
high-priced items such as
$1,300 leather trench coats.
It’s cutting inventory and
slashing expenses.

Status denim brand Rock
& Republic will ship a new
Recession Collection this
spring that runs about half
the usual $200 price tag for
its jeans.

The biggest unknown is
when or if shoppers will ever

resume spending the way
they did when the housing
market was booming, credit
was easy and jobs were more
plentiful.

“Customers wanted and
wanted and wanted some
more and we sold and sold
and sold some more,” said
Burton M. Tansky, president
and CEO of the Neiman
Marcus Group. Now, “frugal-
ity is more important.”

Weaning customers off
discounts is a big challenge
for the industry, as people
have gotten used to them —
particularly on luxury brands
that hadn’t been discounted
before sales all but dried up.

For the last two years,
many of the best-run na-
tion’s stores such as J.C.
Penney Co. had been reduc-
ing inventories in response
to the consumer spending
slowdown. But no one antici-
pated the severe retrench-
ment that hit in September
2008 as the financial melt-
down ravaged shoppers’
retirement accounts, re-
duced credit availability and
resulted in massive layoffs
across industries.

As shoppers simply
stopped buying, stores were
forced to discount as much
as 75 percent off in some
cases even before the official
start of the holidays — result-
ing in the weakest season
since at least 1969, when the
ICSC index began.

Some companies such as
KB Toys Inc. couldn’t make
it through the Christmas
season, and many more are
expected to file for bankrupt-

cy in the coming months.
Circuit City Stores Inc.,
which filed for Chapter 11
bankruptcy protection in
November 2008, said Friday
it will go out of business —
closing its 567 U.S. stores,
after not being able to work
out a sale.

With no sign of the econo-
my improving soon, and no
pressure on people to buy
now that the holidays are
over, merchants are prepar-
ing for times to get worse.
Those who have survived
face battered fourth-quarter
profits and are slashing
expenses and hoarding cash.
Apparel merchants are cut-
ting inventory by 20 percent
to 30 percent for the sum-
mer and fall seasons from
already reduced levels a year
ago, according to Kathryn
Deane, president and CEO of
Tobe Report, a fashion con-
sultancy.

But it’s just not about
slashing how much merchan-
dise they carry. Companies
such as Polo Ralph Lauren
Corp. are turning to outside
specialists in areas of sourc-
ing and currency hedging to
reduce the impact of volatile
foreign exchange rates.

They’re working with
suppliers to reduce the time
it takes to produce an item.
And they’re trying to under-
stand the new mind-set of
shoppers, scrutinizing the
products they offer to see
whether the prices and quali-
ty meet the new standards
from consumers who are
questioning the real value of
things.
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