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the art of Decisive Merchandising
Merchants adapting to consumer mega-shifts are discovering they don’t have the right tools
From the first moment a marketplace stall was set up in ancient
Mesopotamia by a merchant who wanted to stay in business
for more than a day the art and science of merchandising was
born. The tactics evolved into one of the most complex set of
business rules and processes associated with any industry.
Today, this enormous set of powerful functions is embedded
in a sophisticated technology platform that enables retailers to
manage large national and global chains from a central headquarters. Clearly, retail has come a long way since its modest
beginnings in the Agora of Athens and Forum of Rome.
However, like many areas of modern business, the longstanding principles of successful merchandising are being
eroded by forces of change. These include the convergence of
a new breed of shopper – a profoundly informed, value-driven
and mobile consumer – with a new breed of retailer – a fastmoving, digital-based, innovative merchant.

The impact of this convergence on the art and science of
merchandising is immense. In fact, it is probably no risk at all
to say it is the biggest change in merchandising in the last one
hundred years.

Decisive Merchandising
We devoted this month’s custom research report to finding out
which of the changes offer the most painful obstacles to overcome
and which ones open doors to the most promising opportunities.
To begin the examination we focused on a word you don’t
often see in research reports – decisive. It means having the
power to determine an outcome, for example the successful
outcome of merchandise forecasting and planning efforts.
We asked retailers to pick the top three most decisive elements in effective merchandise planning and forecasting and
found they are: predictive analytics (46.4%), historical data

Building Brand Equity Through the Power of Analytics
Some things never change, like the challenge retailers face
to rapidly assign products in the right size and prices at the
right stores. But unlike 100 years ago, this precise practice
now involves massive amounts of data, powerful computers
and advanced analytics. SAS, the leader in business analytics
software and services, puts fast localized merchandising
within reach. Small and large retailers alike can now apply
proven granular analytics such as price elasticity, store sales
forecast, and pricing rules to store-specific promotions and
inventory to build brand equity. SAS helps increase revenue
and sell-through at a lower total cost of ownership.
As data streams in from cross-channel, online and social
media channels, retailers face challenges that defy current
computing techniques. Preliminary SAS lab findings show
a ten-fold improvement in optimization time and a tenfold reduction in time for estimation and forecasting, while
lowering hardware costs by a factor of three to 10 times,
depending on data volume.

SAS High-Performance Computing creates a single system
to analyze massive amounts of data in parallel and answer
complex business questions in real time. Retailers looking for
solutions that have a positive impact on their revenue and
working capital can find answers today. Enhance your ability
to forecast demand for specific merchandise characteristics
like size, color and style and supercharge your business. Meet
shoppers’ needs through a clearer vision into what’s important
to individual consumers resulting in a more productive
inventory and healthier margins. Find out more at www.sas.
com/retail and follow us on Twitter @sasretail.
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What are the three most decisive elements necessary to merchandise
planning and forecasting effectiveness?
(44.6%) and high-performance analytical
tools/capabilities (41.1%). (See Figure 1.)
Predictive analytics is still considered an
emerging technology, but the high ranking it
received in this chart indicates it is already
viewed as a proven solution. This is one of the
big early takeaways in the study.
Historical data and analytical tools have
long been pillars of merchandising and will
always remain decisive to success, so no evidence of a big change here.
However, change is indicated in the next
factor on the list, omni-channel orchestration/
integration, which was chosen by 30.4%. It
is a necessity for delivering a seamless shopping experience to customers and a growing
requirement for modern retailing.

Predictive analytics

46.4%

Historical data

44.6%

High-performance analytical tools/capabilities

41.1%

Omni-channel orchestration/integration

30.4%

Common inventory across channels

28.6%

Real-time demand signals

25%

Customer profiles/segmentation

23.2%

Closely coupling merchandising and marketing

19.6%

Closely coupling merchandising and supply chain

17.9%

Assortments targeted to customer segments

16.1%

Price/markdown optimization capabilities
Loyalty program data
Unstructured data (social networks, reviews, etc.)

8.9%
3.6%
1.8%

F I G U R E 2 			

The clear takeaway
is that multi-channel
synchronzization is
the top challenge
facing merchandisers
today.

What are the top obstacles to improving merchandise
planning and forecasting effectiveness?
Channels not synchronized/integrated
42.6%

Inventories not consolidated into single view

38.9%

Difficulty using unstructured data

35.2%
31.5%
31.5%

Slow querying/reporting ability
Structural database limitations

25.9%

Simplistic customer profiles/segments
Insufficient computational power

venting unstructured data from being thought
of as a decisive factor at this time.
The next two elements on the list are also
factors that play well with omni-channel capabilities – common inventory across channels
(28.6%), without which it is impossible to be a
truly omni-channel retailer, and tracking realtime demand signals (25%), which is necessary in the world of the digital shopper.
Where does incorporating unstructured
data from social networks and other online
sources rank? Dead last. Difficulties in grappling with Big Data solutions necessary to use
unstructured data and problems with integrating the data into current databases are pre-

59.3%

Disparate customer databases

Challenges Part 1
The top obstacle cited by retailers in achieving
effective merchandise planning and forecasting is dealing with sales channels that are not
synchronized or integrated (59.3%). This obstacle was the big winner by a wide margin and
it highlights just how difficult it is for retailers
to tear down silos and create cross-channel
functionality.
The next two items on the obstacles list are
also related to legacy silos: disparate customer
databases (42.6%) and inventories not con-

13%

solidated into a single view (38.9%). The other
challenges on the list are related to database
limitations, inventory consolidation and CRM
capabilities. (See Figure 2.)
But the clear takeaway is that multi-channel synchronization is the top challenge facing
merchandisers today, which is a finding that
emerges as the single biggest theme in this report, as we will see in several other sections in
the report.
There were some interesting reasons cited
by retailers under the “other” category for this
question. Several retailers cited “lack of qualified personnel” and “experience” as their biggest obstacles. Another cited “outdated and
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inflexible mainframe-based legacy systems.”
And another said his company’s “current tools
are too simplistic.”

Upgrading Plans
Now that we know the elements retailers think
of as decisive and the obstacles that must be
overcome we wanted to learn which merchandising technologies are most in need of upgrading. (See Figure 3.)
At the top of the list is omni-channel orchestration/integration, which was chosen by
85.7%. This factor also made an appearance
earlier in the study, coming in fourth place on
the decisive element list and ranking first on
the obstacle list.
It is worth noting that seamless cross-channel retailing can’t be done without a significant amount of back-end IT work taking place.
This includes three big, expensive projects –
creating a single database, a single view of customers and a single view of inventory. Think
about how many retailers have completed this
trifecta and you realize the answer is “very
few.” This is the reason why omni-channel
integration tops the upgrade list and several
other must-do lists in this report.
Enabling real-time demand signals, which
was chosen by 76.4% of retailers, is the second highest ranked technology on the upgrade
list. This capability, which can improve sell
through during promotional campaigns and
improve rapid response times throughout the
enterprise, also appeared highly ranked on the
decisive factor list.
The concept of real-time retailing has been
talked about for at least 10 years, but it has
rarely moved beyond financial and sales reports. Some elements of the supply chain are
also supported by real-time reporting, but if
you dig a little deeper you find that there aretypically black holes of missing information.
For example, the DC may have a handle on
real-time inventory but stock that is located in
stores is not counted. Neither is inventory en
route during delivery to stores or en route during shipping by suppliers. This missing information makes an inventory report unreliable
for use by both merchandisers and consumers.
The next two merchandising capabilities
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Which of the following merchandising tech capabilities
are currently in need of upgrading?
Omni-channel orchestration/integration

85.7%

Real-time demand signals

76.4%

Predictive analytics

76.4%

Using unstructured data (social networks, reviews, etc.)

75.4%

Analytical tools/capabilities

67.3%

Assortments targeted to specific customer segments

59.3%

Coupling merchandising and supply chain

58.5%

Coupling merchandising and marketing

57.4%

Common inventory across channels

57.4%

Customer profiles/segmentation

57.1%

Loyalty program

56.4%

Price/markdown optimization capabilities

55.6%

F I G U R E 4 		

What is the status of your organization’s customer
loyalty database platform?
Advanced,
sophisticated
and up-to-date

20.8%

Do not have

13.2%

24.5%

Functional,
but will not meet
future needs

Very limited, does not
meet current needs

41.5%

on the upgrade list are in the area of analytics
– predictive analytics (76.4%) and using unstructured data (from social media, blogs, user
comments and so forth), which was chosen by
75.4%. This is the age of advanced analytics in
retail and every department needs to benefit
from data-driven insight.
However, the real takeaway here, and the
one that is by far the most dramatic finding
in the study, is that every single technology on

the chart was chosen by a majority of retailers as being in need of upgrading. Every one,
which is pretty remarkable.
Clearly, merchandisers do not believe they
have the best tools to effectively do their jobs.
A successful retail organization cannot afford
to have its merchandising teams work with
one hand tied behind its back. Therefore it is
safe to speculate that the technologies appearing on the list will be fast-tracked for imple-
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mentation. More evidence supporting upgrade
fever for merchandising technologies appears
later in the report.

Is Anything More Important
Than Loyalty?

pa rt n e r s h i p w i t h

FIGURE 5

What is the status of your organization’s ability to develop
merchandising plans targeted to well-defined customer groups?

The 80-20 rule is often cited as a guiding principle in business. The rule draws attention
to the big role played by the vital few. For example, 20% of a retailer’s best customers are
responsible for the majority of sales and the
remaining 80% are responsible for a minority
of sales. This holds true for many retailers and
serves to throw a spotlight on the outsized role

Without a good
loyalty database
retailers cannot
easily develop
merchandising
plans targeted to
well-defined
customer groups.
played by angel customers, those who are frequent purchasers, large purchasers and advocates of the brand.
These loyal customers exert a strong influence on successful retailing and their preferences are recorded and examined closely by
sophisticated analytical tools. What retailers
are looking for are insights that will help them
make smarter merchandising decisions to
improve sell through, promotions, margins
and sales.
But not all retail niches have loyalty database platforms to pull out these critical insights. In fact, we find that 13.2% say they do
not have them. (See Figure 4.)
On the opposite end of the spectrum are

Have some ability at
multi-channel level

14.8%

31.5%
Have some ability
at store level

27.8%
Do not have

25.9%
Have some
ability at store
cluster level

FIGURE 6

What is the status of your organization’s ability to
develop omni-channel merchandising plans?

Legacy merchandising
solutions are primary
limiting factor

Siloed infrastructure
and databases are
primary limiting factor

16.7%

29.6%

Do not have ability

27.8%
25.9%

Siloed organizational
structure is primary
limiting factor

F I G U R E 7 		

What is the major challenge to using unstructured data from
social media to improve merchandising effectiveness and accuracy?
Lack of demonstrable ROI

27.3%
18.2%

Lack of high-level commitment

14.5%

Inability to merge unstructured data with loyalty program
Don’t know where or how to start

12.7%
12.7%

No formal department (budget, VP-level head, mission, etc.)
Lack of in-house talent or skills

7.3%

Inability to add unstructured data to database platform

7.3%
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the 20.8% of retailers who say they have advanced, sophisticated and up-to-date loyalty
database platforms. Apparently, the 80-20 rule
applies to retailers as well as customers. In
this case, we see that roughly 20% of retailers
are able to find and use critical insights from
their best customers to shape merchandising
decisions and roughly 80% are working with
one hand tied behind their backs.
Retailers don’t need loyalty programs to
develop merchandising plans that are targeted
to well-defined customer groups. They just
need to know who their customers are and
their purchase histories. But in today’s fiercely
competitive world they also need to map this
information to other sources of data such as
location, demographic information and, if possible, personal information such as birthdays,
marriage status and more.
A loyalty database is the ideal source for
information of this type. Without one, or without one that has up-to-date, easy to use analytical abilities, retailers cannot easily develop
merchandising plans targeted to well-defined
customer groups.
Looking at study data in the area of providing support for merchandising through an
ability to target customer groups we find the
80-20 rule also applies: 14.8% of respondents
say that they not only can target well-defined
customer groups but can do it across multiple
channels. This is the ideal end state for leading retailers and only a small percentage of retailers possess it. (See Figure 5.)
The rest have limited or no ability to do
things like offering localized assortments or
shifting from a product approach to a customer-centric one. These retailers are at a competitive disadvantage until the upgrade work
highlighted in an earlier section of the report
is completed, which will allow them to catch
up to market-leading brick-and-mortar and
digital competitors
Since just 14.8% of respondents say they
have some ability to do multi-channel merchandising we wanted to find out what is preventing the other retailers from achieving it.
Nearly a third (29.6%) say they have no
firm plans to develop multi-channel merchandising, which we interpret to mean they do not
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FIGURE 8

What is the major challenge to creating an analytics platform that
supports customer-centric, multi-channel merchandising?
Consolidate separate databases

27.5%

High-level commitment

27.5%

Establish uniform master data management protocols
Convert database from product-centricity
to customer-centricity
Rebuild hierarchical structure
(attributes, tags, naming conventions, etc.)

21.6%
15.7%
7.8%

There is really one main driver for
change today in the world of the retail
merchandiser—omni-channel retailing.
have budget in place to implement these tech
projects on a short timeline. It doesn’t mean
they will never have multi-channel plans, but
they don’t currently have the backing from the
top. This could quickly change after results
come back from the 2012 holiday season and
figures show that online and mobile channel
sales were booming. (See Figure 6.)
The big three reasons retailers have not
developed
multi-channel
merchandising
abilities are: siloed infrastructure and databases (27.8%), siloed organizational structure
(25.9%) and legacy merchandising solutions
(16.7%). Retailers need to be able to walk before they can run and therefore need to get
their infrastructure and databases up to speed
before layering on advanced merchandising
applications and solutions.

Challenges Part 2
There is much buzz about social media and
using unstructured data from social networks,
but buzz, of course, is not a business model.
However, it is clear that social networks are

a source of data that has the potential to be a
treasure trove of shopper insights as soon as
retailers figure out how to import the data into
their BI tools. This is a big “if,” but it is worth
pondering because the impact will be significant when it is achieved. This impact will be
felt on everything from planning, forecasting,
defining assortments, purchasing, creating
product mixes, managing inventory and more.
But how do retailers get from here to there?
And what are the challenges? Lack of demonstrable ROI (27.3%) turns out to be the chief
obstacle right now. ROI is always cited as the
chief obstacle for everything new in retailing,
and lack of it leads to a lack of high-level commitment, which is the second highest ranked
challenge at 18.2%. (See Figure 7.)
Moving down the chart to the next set of
datapoints we discover the inability to merge
unstructured data with loyalty programs was
chosen by 14.5%, followed by “don’t know
where to start” and “no formal department in
charge,” both of which tied at 12.7%.
Each of the challenges listed in this chart
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is a serious obstacle to the use of unstructured
data and they combine to paint an adoption
picture that is still several years away from
penetrating mainstream retailing.
A quick summary of themes uncovered in
the study so far includes an imperative to shift
to customer-centic merchandising, integrate
merchandising functions across channels, and
deliver better insights through analytics.
Combining all three into one comprehensive merchandising strategy is far more difficult than implementing each one individually,
so we asked retailers to tell us about the specific challenges they see ahead on the road to
achieving the overall ideal state of merchandising excellence. (See Figure 8.)
Topping the list are two themes that have
been previously noted in other findings – consolidating separate databases and securing highlevel commitment, both of which tied at 27.5%.
Further down the list are findings that are
more interesting. A strong second-place challenge is establishing uniform master data
management protocols (21.6%). These are a
set of rules that merchandisers need to with to
maintain database consistency and integrity.
And this challenge is interrelated with the
final two challenges on the list, which are converting databases from being product-centric
to being customer-centric and rebuilding hierarchical structures.
This final set of three challenges, when resolved, will produce one version of the truth
for everyone in merchandising, planning and
marketing to use to become more effective at
their jobs.

Pulling the Threads Together
There is really one main driver for change
today in the world of the retail merchandiser
– omni-channel retailing, which was chosen
by 63% and nearly 20 points higher than the
second place option. No doubt mobile commerce is a significant factor (44.4%) and social
networks/media (38.9%), but as we have seen
throughout the study omni-channel retailing
(the ability to create a seamless shopping experience across channels for multi-channel
shoppers) is the number one issue facing merchandisers and it consistently shows up in the
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FIGURE 9

What factors are causing you to change your approach
to merchandising?
Omni-channel retailing

63%

Mobile commerce

44.4%

Pressure on margins

38.9%
38.9%

Social networks/media
Personalized offers

33.3%

Big Data

33.3%

Accelerate speed to market

24.1%

Real-time demand signals

22.2%

Showrooming

13%

Rise of marketing department

11.1%

FIGURE 10

What is your timetable for a major upgrade
to your merchandising solutions?

Will start within
12-24 months

14.8%

Will start within
12 months

13%

Will start within
6 months

16.7%

25.9%

data. (See Figure 9.)
To find out if current industry buzz words
are gaining traction among merchandisers we
included in the question such potential factors
as Big Data, personalized offers, showrooming
and the rise of the marketing department. Of
the four, Big Data and personalized offers appear to be gaining traction (chosen by 33.3%
of respondents).
Showrooming, the consumer trend of using
smartphones to check online prices while in
stores, and the rise of the marketing department, the shift of power away from the mer-

29.6%

No plans

Currently
upgrading

chandising and IT departments, do not appear
to be major factors at this point. Both appear
in last place on the list.
With all of the study’s takeaways, findings
and trends already covered let’s examine one
final datapoint – the timetable for making a
major upgrade to the merchandising platform,
the most complex and defining technology in
retailing. Making an upgrade to this platform,
by the way, has often been compared to repairing an airplane while it is flying, and as a result
it is often postponed as long as possible.
But postponing a needed merchandising

RIS NEWS.COM NOVEMBER 2012

7

Custom Research
upgrade is not possible if you are a retailer
that wants to be in business for long. As a
result, only 25.9% say they have no plans to
upgrade their merchandising solutions. This
corresponds favorably to the roughly one fifth
in a previous chart who say their merchandising capabilties are up to date.
The largest block of retailers (29.6%)
say they are presently upgrading, which is a
large amount of activity by any standard, and
16.7% say they will begin upgrading within six
months, which means they already have their
IT budgets in place. The rest will start their
upgrade projects within 12 to 24 months. Taken together this means nearly three quarters of
the retail industry will be upgrading their merchandising solutions within the next two years, a
testament to the power of the current forces at
work in the marketplace. (See Figure 10.)

Postponing a needed
merchandising
upgrade is not
possible if you are
a retailer that wants
to be in business
for long.
Methodology and Who Responded
This study was conducted during the month of
October and only senior executives from national or large regional retailers were invited
to participate. The results do not include any
store-level, field-level or regional employees.
Only responses by headquarters-level staff
were included. Total number of respondents
to the survey was more than 60 valid retailers.

Conclusion
Until a little more than a decade ago, merchandisers only had to deal with physical
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FIGURE 11

What is your organization’s annual revenue?

20%

$5 billion or higher

21.8%
$1 billion to $5 billion

34.5%

$500 million to $1 billion

10.9%

Less than $100 million

$100 million to
$500 million

12.7%

F I G U R E 1 2 		

What was your company’s sales performance in the most recent
12 month period?

No change

13%

44.4%
Increased more
than 5%

stores and websites. Then came the boom in
online sales and more recently the buzz from
mobile and social channels.
The proliferation of channels is driven
by shop-anywhere customers who demand a
seamless shopping experience. The impact
from their customers is a major disruption in
the way merchandisers work and drives home
the point that they need better tools to do an
effective job.
One effect is the necessity to build assortments targeted to well defined customer segments. Another is to shift from product-centric

9.3%

Decreased

33.3%
Increased
up to 5%

databases to customer-centric databases that
combine POS data with CRM data. Another
is to move from store clustering to groupings
that have common characteristics based on
customer segments. And there are many more.
From a purely merchandising and planning
perspective, has any national retailer become a
true omni-channel retailer? It is still too early
in the game to tell, but many are struggling to
solve the internal challenges necessary to get
there and a few will soon achieve the transformation. It’s an omni-channel world and success will favor omni-channel retailers. RIS
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