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It is true that customers have always 
been a part of the merchandising 
equation for retailers: after all, it’s 
Retailing 101 to bring together prod-
ucts with the people most likely to 
buy them. But it’s equally true that 

customers’ influence on the merchandising 
process has never been stronger than it is to-
day. The retailer that doesn’t factor customer 
preferences into their merchandising deci-
sions today literally may not be making mer-
chandising decisions tomorrow.

Several forces have converged to turn cus-
tomer-aware merchandising into a competitive 
advantage in today’s retailing environment. 
One overall trend is shoppers’ increased clout 
with relation to retailers. The after-effects 
of the economic downturn have made many 
shoppers cautious about purchases and en-
couraged them to search for better deals on 
products – and smart mobile technologies 
equipped with price comparison applications 
have made such searches fast, simple and por-
table.

The bottom line is that it’s no longer enough 
for a retailer to offer customers the products 
they want to buy. These products also have to 
be presented at the prices customers want to 
pay, along with the right combinations of post-
sale services that increase their attractiveness 
to shoppers.

Seeking new Data typeS
The traditional data sources for merchandis-
ing decisions – primarily historical sales data 
and broad-stroke customer demographic anal-

ysis – are coming up short in today’s custom-
er-driven environment. Retailers want specific 
insights about customer purchase patterns, 
and they are seeing the need to go well be-
yond market basket analysis and loyalty pro-
gram data to segment customers in new, more 
meaningful ways.

In addition, since virtually all retailers are 
operating in multiple channels today, they 
need to factor in how different customers 
behave in different channels, as well as what 

types of products will be appealing in an on-
line context versus an in-store presentation. 
Another level of complication is that many 
shoppers use retailers’ various channels not as 
destinations in and of themselves but as stops 
in a journey.

Even within the same product category, 
some customers will research products online 
prior to purchasing them in stores, while other 
customers will conduct their research in the 
store but buy online (or via a mobile device) if 
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the product isn’t available in the size or color 
they’re seeking at that moment.

This need to segment customers by behav-
ior rather than simple demographic divisions 
(age, sex, income level) and geographic loca-
tion, and to match these more nuanced seg-
ments with products down to the item level, 
has many merchandising departments work-
ing more closely with their marketing depart-
ments. Marketers have the detailed databases 
and analytical tools to not only segment cus-
tomers but to discover product affinities with-
in those segments.

Marketing also has access to the new com-
munication vehicles needed to reach today’s 
shoppers, including e-mail, mobile messaging 
and social networks, as well as the ability to 
best match the message to the medium. Mer-
chandisers can then bring products into this 
mix, matching them more closely with the cus-

tomers that are most likely to purchase them 
based on these multiple variables.

The ‘LocaL’ Train
The need for customer-aware merchandising 
has already led to retailers’ implementation 
of more localized assortments in several ver-
ticals. Macy’s has achieved strong results by 
using sophisticated forecasting, planning and 
allocation tools to match each store’s mer-
chandise selection to the preferences of its 
customer base.

Localization is a business necessity in the 
automotive aftermarket: Advance Auto Parts 
uses the Oracle Retail Merchandising System 
to localize product offerings, while O’Reilly 
Auto Parts uses Manhattan Associates Re-

plenishment to make each of its stores a  
“local” store, stocking the parts that match the 
vehicle population for its area.

Footwear retailer ECCO has deployed 
Manthan Systems’ ARC Merchandise Analyt-
ics in 119 of its stores across Europe, gain-
ing unified, centralized business intelligence 
needed to analyze sales, merchandising and 
inventory. ABC Fine Wine & Spirits recently 
went live with the JustEnough allocation and 
replenishment solutions to help the 150-store 
retailer more efficiently allocate the right 
products to the right stores.

Beyond LocaLizaTion
Localized assortments are good as far as they 
go, but some industry experts believe an even 
more comprehensive approach is required. 
Customer-aware merchandising needs to be 
part of a broad enterprise-wide understand-

ing of both current and potential customers,  
as well as a retailer’s entire brand presenta-
tion and offerings – not just what’s placed 
in brick-and-mortar stores but where those 
stores are located and how they are perceived 
by shoppers.

At the recent RIS News Retail Technology 
Conference, IDC Retail Insights program di-
rector Greg Girard discussed LASAR-Guided 
Retail Planning. (LASAR stands for Local-
ized Assortments Space Allocation Replenish-
ment). According to Girard, there are many 
questions retailers don’t even ask about their 
customer base, in large part because they 
don’t know, or can’t easily discover, the an-
swers. These questions include:

• Who lives, works, shops where our stores 

are or might be?
• Why do they shop our stores? Where are 

they from?
• How do local consumers perceive value, 

and ours?
• How attractive are their alternatives vs. 

our offer?
• How do weather and price affect local 

shopping patterns?
• What store and omni-channel concepts 

fit our trade areas?
• How many stores fit each market? Where 

should they go?
• What’s the highest and best use of space?
Girard identified five different kinds of in-

telligence that retailers could, and should, use 
to create customer-aware assortments:

• Location Intelligence: The types of 
consumers who live, work and travel near your 
store.

• Collective Intelligence: The types of 
things consumers want to buy in your store.

• Pricing Intelligence: What consumers 
buy because of the prices in your store.

• Weather Intelligence: What con-
sumers buy at your store because of weather 
trends and events.

• Customer Intelligence: The way con-
sumers see your business at your store.

Each component type of intelligence offers 
retailers its own set of benefits. Retailers can 
combine all five data streams and use BI and 
predictive analytics tools to turn them into 
insights, eliminating many of the barriers to 
localization that still exist. These retailers can 
then create merchandise assortments that are 
truly customer-aware.  RIS
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customer-aware merchandising needs to be part of a broad  
enterprise-wide understanding of both current and potential customers, 

as well as a retailer’s entire brand presentation and offerings.
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Manthan Systems produces cutting edge analytic solutions for retailers. Manthan’s ARC is an innovative, thor-
oughly comprehensive analytics solution used by over 50 smart Retailers in 14 countries. ARC supports all roles 
and responsibilities within retail, and through collaboration across the supply chain.  To discuss your specific 
needs or trends in retail business intelligence, please contact Peter Charness, President - Manthan Americas at 
peter.charness@manthansystems.com or call us at 1800-746-9370.

Understanding Retail 
one customer at a time.
Business analytics for 24 X 7 retailers have never been more important. 

QHow important is it to incorporate consumer demand 
signals into merchandise analytics and why?

Let’s look at the potential available with better use of demand 
signals through analytics. Imagine 8:30 AM, the morning store 
delivery brings exactly 153 units of product. (Including 3 extra 
smalls). By the end of the day exactly 151 units were sold, 
including the extra smalls. Perfection, off by only 2 units. That 
night the suppliers ship the next days sales to the stores, and 
start manufacturing the products needed in exactly 15 days.    
360 inventory turns, margins - never higher, customer satisfac-
tion off the scale. A fictional situation that illustrates how an 
accurate demand signal  forecast provides invaluable insight as 
to what a customer might buy, and how a well running supply 
chain can exploit this information to the benefit of the customer 
and the bottom line.  
 

Merchandising covers many functional areas in retailing, 
which ones benefit most by integrating demand data into 
dashboards and reports?

In the past insuring the right flow of good products into the 
company was most of the challenge. A buyer who can see  
demand through analytics and interpret these indicators into 
purchase decisions is the first beneficiary. Today the pro-
cess of selling products has become more intricate, based on  
“always on” promotions, which vary by location, and increas-
ingly by customer, or customer group. The merchandise “logisti-
cians” (those responsible for directing the quantity and timing 
of delivery of products to stores) need dashboards that help 
them keep track of the overall business. They also need focused 
and detailed exception based reports and alerts that help them 
deal with the incredible detail of managing the sales and supply 
of product by location, customer and by day or week. 

Merchandisers and marketers are working more closely to-
gether than ever. How are their analytical needs changing?

Speed and level of detail are the changes. Today’s promotion of 
a single sku to a group of 50 mobile shoppers is tomorrow’s (or 
this afternoon’s) analytical requirements. Marketers are setting 
the stage that influences the sales of products through promo-
tions, customer specific offers, and in general influencing buy-
ing through web site innovations and social media. Investing 
all that effort if a product is out of stock, is a colossal waste of 
time and a generator of customer ill will.  

For the merchant analyzing what worked or didn’t work now 
requires integrating that low level promotion by customer di-
mension into their review, just as the marketer needs to look 
at product specific information (sales, margin, and stock avail-
ability) to fine tune their promotional strategy. These two teams 
need to work together over a single set of analytical reviews. 
 

There is typically no chief analytics officer in most retail 
organizations. If there were, what tips would you offer to 
help them succeed?

It would be easy to imagine a CAO sitting behind a powerful 
computer, statistical software and pivot tables at the ready. The 
real value of the CAO has little to do with that scenario. The 
life blood of a Retail organization is strategy, inventory and 
information. A CAO needs to firstly provide vision to the organi-
zation as to how to look at and measure the business, by defin-
ing the unique key drivers for the organization. The CAO must 
also insure that for each associate their role is clearly defined, 
and the information and decision making processes that support 
that role are well understood, and available in a timely and ef-
fective fashion. The CAO facilitates change and focus through 
information. 

INDUSTRY PERSPECTIVE   A D V E R T O R I A L
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