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Is there a quantifiable merchandising
strategy In place to support your
organizations financial plan?

What are some elements of the ideal
solution...
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The On-going Challenge

The 5 rights; product, time, place, depth, price
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The Realities of Retailing Today

Driving Forces

* |ntense competition
= Multi-channel operations
= Empowered customer

= Complex supply chain
Daily Challenges

* Increase sales and profit

» Reduce unneeded inventory

= Shorten lead times

= Be responsive to your customer!
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The Retail Challenge

Thousands of active products

Many retail locations

LLocal demographics impact sales at the store level
Different items sell at different rates

Different items contribute more/less to the organization
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The Solution

= [mprove Inventory Management
. purchase according to selling patterns
. purchase according to contribution to the organization

= |ncrease Customer Service
. provide product mix to match demographics
= avolid out of stock/over stock situations
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The Solution

= Disciplined processes, develop a roadmap
= Accurate planning at lower levels of detail
= Internal and external collaboration

= Proactive in-season management

= Technology that enables
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The Benefit

Increase Profitability
. Increase inventory turnover
. Decrease overstock situations
- Satisfy customer demand
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The Main Issue: Inventory Productivity!

OVER 50%0 ofa typical Retailer’s inventory is invested in slow-
moving items contributing

Less than 5% of Sales

Category Management & Contribution Code Replenishment Addresses this
Major Issue

Putting the Retailer in Control
OUR GOAL ISTO ACHIEVE

= 10%

IMPROVEMENT IN INVENTORY PRODUCTIVITY
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Forecasting, Planning, & Replenishment

Integrated Forecasting, Planning, & Replenishment Systems provide

basic functionality to determine what merchandise to buy & when

High Performance functionality creates
an Active Warehouse - which provides:

# Forecasting/Profiling by SKU by Store
+ Promotional Planning
+ Seasonal Planning

# Replenishment according to the contribution to profits
and sales

# Long range forecasting drives the Long Range Plan
In units and dollars

+ Multiple allocation methods based on customer
demand

+ Daily exception reporting

Helping retailers move from a “selling what we buy” to a
“buying what we sell” mindset
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What does this Mean ?

= [mproved forecast accuracy
» through the use of detailed data at store and item (SKU) level

= [mproved planning decisions

= More effective and profitable store-level merchandising
= Single Version of the Truth

= common view of business at all levels

* Improved
replenishment/allocation

process

e common sales and inventory history
tables to conduct both ad hoc analysis
and daily replenishment cycles
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Planning within a Data Warehouse

" Investment protection for growing retailers

= One common view of the truth
= |_ower cost of ownership for total solution

= The power and
performance of an Active
Warehouse

" |Integrated, scalable,
available

= Improved merchandising
= Improved profitability
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Planning Processes
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Collaborative Planning Process

Micro - Action

Merchandising

Financial

Demand Forecasting



Collaborative Planning Process
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Collaborative Planning Process
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Why Is Inventory Service Level Important?

Benefit - In Stock Vs. Service Level Measurement

SKUs Selling Rate/ Per Week Inventory Level In Stock %

1 6 0
2 2 2
3 2 10 80%
4 1 6
5 1 8
Total SKUs =5

Total SKUs in Stock = 4
Total Demand =12

Satisfied Demand =6 Service Level =50%

\/
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Iltem Stratification
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Stratification

80% of sales result from 20% of items

The key is to easily identify and manage items make up that 20%

Contribution drives replenishment
>  Contribution Ranking

Manage the Mix
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How Does Stratification Work?

STRATIFICATION RANKING BY FORECASTING CUSTOMER SERVICE

$ SALES SERVICE LEVEL
CONTROLS RISK STOCK

UNIT SALES MODEL STOCK DISPLAY
GROSS MARGIN RESPONSE FACTORS

EXCEPTION REPORTING

>
PLANNING DECISIONS LIKE: SELECTION FILTERS
—
DELETE FROM RISK STOCK LIMITS
ASSORTMENTS N 4
S —
ADD TO ASSORTMENTS
_ —— STRATIFICATION RANKING BY
INCREASE MARGIN $ INFLUENCES
$ SALES
CHANGE OPERATING
ASSORTMENTS UNIT SALES
INCREASE TURNS ol

GROSS MARGIN
LOWER SERVICE TARGETS N
;. 0 0 0 4
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Maximize ROI

‘ : I Self Correcting Planning System

Forecastin
+ ‘ Policies | =
+ -

Strategic Questions:

How much to buy? When to buy? Where to sell?
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Stratification Ranking

Automatically assign a Stratification code based on:

Unit Sales
Sales Revenue
Gross Margin Revenue
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Iltem Profile

A Graphical Representation of the
Mathematical Calculation of Demand
Peaks and Valleys of a Specific Week as
Compared to the Demand of all the
Other Weeks In the Selling Season.




Profile

Profiles can be developed at a variety of classification levels
utilizing historical sales demand at the region, distribution
center and store levels.

MERCHANDISE GROUP:
SPORTING GOODS

Profiles SPORTING CLASS:
GOODS HOCKEY / BASEBALL /
RACKET SPORTS
~— —>
RACKET CATEGORY: SKATES/BATS/
HOCKEY BASEBALL |cr5ne TENNIS
\ SUB -
SWEATERS TS TENNIS
SKATES GDOVES SQUASH CATEGORY: LEATHER/SOFTBALL/
FIBERGLASS
HARDBALL
PRICE CATEGORY |SCOFTBALLN SOETBALL
MOULDED CF:’E'T%% ory  PRICE CATEGORY
LEATHER WOOD / FIBERGLASS
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Integrate Planning with Base Applications

Auto
Replenjsy, \,eno\orY“S
SO0 piscoY

1 / Purchase Orders \
Allocation to Open to Buy

Stores

. XS
e\Q\'
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Forecasting your Planning Strategy

AUTO BUYER

—I

| | DAYS MIN/MAX
TURNS SERVICE

L ead
Time
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Business Improvement Opportunities

e Improve Product Assortment Mix

— Item Contribution for profitability

e Improve Customer Service

— Optimize Customer Sales Growth

Financial ]
- e
Impact
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Improve Product Assortment Mix

Objective

® Increase inventory turns

e Reduce inventory levels and carrying costs
e Eliminate non-productive SKU’s

® Increase sales and profits per square foot

recasting of seasonal and promaotional product

requirements
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Improve Product Assortment Mix

J

e [tem contribution analysis

e Exception monitor to review strong items and
dying items

¢ Promotions management is designed to track _
assess seasonal and promotional sales Analysis

enishment inquiry monitors It€
status and turnover goals
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Improve Product Assortment Mix

J

e Align product assortments to
contribution analysis

e Evallate exception monitor for SKU
analysis with regards to distribution and

deletion

Actions
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Improve Product Assortment Mix

J

e Sales increases of 8% - 16%

Inventory turn increases of 20% - 25%

Financial

11g) =[G 8 |nventory reductions of 15% - 30%

e Increase customer satisfaction
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Improve Customer Service

Objective

e Forecasting methodology to reduce out-of-stock situations
e Seasonal Profiling of item selling patterns to meet demand

e Maximize total system efficiency of trade and consumer
promotions

e Maximize effectiveness of new product development and

J
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Improve Customer Service

y,
e Analysis of exception monitor report

e Seasonal and promotional selling analysis
® Promotign contribution analysis

Analysis
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Improve Customer Service

y,
e Contribution ranking by merchandise
segmentation to optimize assortments

e Re-allocate shelf space to maximize in-
stock product availability

e I[mplement key performance tracking of

products against plan

Actions
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Improve Customer Service

J

e Service level increases of 5 to 10
percent

SIERICEIMS Sales increases of 8 to 16 percent

Impact

Reduce out of stocks by 3 to 5-percent
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Affects on Planning

organizational changes
many levels of planning
many people that contribute

Channel Key Item
Plans " Plans
Product
Plans
Assortment
_»
Plans
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An intelligent solution

=Features
= Integrated forecasting
= Process driven
= Built in reconciliation and plan approval
= Integrated suite of products
= Rule based alerts and exceptions
= Intuitive and flexible

=Benefits
= Customer driven demand as a basis for the plan
= Efficient management of work effort
= Encourages disciplines in business process
= Supports one version of the plan
= Easily adaptable
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TopPlan

Traditional merchandise planning
the science of planning A W
- Product Planning Y /.

= Company to Sub-Class
= Value and Units e
= Year to Week M el
= Pre-Season and In-Season

= Process Support
= 2 Levels of Reconciliation - Product

= Formal Plan Approval

= Integrated Forecasting

= Sales forecasts
= Sub-class/ Store aggregated to Sub-class then up the

consolidated levels of the product hierarchy
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ASSort

s ;_,galabr'l-@' ™ N

Breadth and depth of product assortment art , |
and science of planning

\/
RN 2
N .‘_""auun‘d's v

/,, "é‘edittiye' “

= Product Planning
= Unit driven by store grade |
= Plan at Style, Style/ Color and/ or SKU N )

» Determine breadth and depth

= Process Support

» Pre-season planning
» Point-in-time (phase of business)

» Understand boundaries of capacity
» Soft reconciliation with planned data
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Assortment Planning: A unique solution

=Features
= Collaborative
= Integrated capacity planning
= Visibility to plan data
= Integrated suite of products
= Intuitive

"Benefits
= Maximize store capacities
= Optimize OTB
= Plan with product and location focus, without the
overhead of achieving location specific plans
* Improve communication
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The 1deal solution would ...

Attach a marketing strategy to key items

Consider fixture capacity

Convert a unit plan to values

Facilitate the planning of realistic sales demand
Accommodate by channel planning

Manage large amounts of data.

Be process driven to support a company wide point of view
Reconcile to the financial plan

Permit internal and external collaborative views
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Item Plan

= Product Planning
» Key Item to Class
= Units to Values
= Year to Week

=Process Support
= Ability to Reconciliation with Class Plans
= Pre-Season and In-Season

=|ntegrated Forecasting
= Unit Sales forecasts
= SKUY/ Store aggregated to Key Item
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Item Plan Features

= Process driven = View to marketing
= \Web enabled strategy and fixture fill

= Predictive “smart” sales

= Collaborative demand forecasts

= Reconciliation with

financial plan data " Inseason “what If

scenarios
= Scalable
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Item Plan Pre-Season Process

Key Plan

Set-Up

|

Define

Key Item

|

Name
Key Item

|

Map
History

Plan Key Items

Co‘lete
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ltem Plan In-Season Process

Plan Key Items

—>
Co ete
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Planning Services Key Features

Predictive T, B
Collaborative
Process Oriented

o[ I-F
OTB Focused iﬁ.!ﬁ_{?;} ;

Exception Based
Web Enabled
Scalable
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Forecasting, Planning, and Replenishment

Even the highest
level of
customer service
will not
overcome poor
merchandise
selection.

Management Horizons

A
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