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To the next generation of retail space planners

who will build the retail emporiums of the future.

––––––––
[image: ]


[image: Shape

Description automatically generated with medium confidence]



Why Read This Book

THIS BOOK IS MEANT to accelerate your knowledge of retail space planning. Ideally, it helps people build a retail space planning career. Consider it a guidebook for both the person who is early in their career as a retail space planner as well as a guide for more experienced practitioners.  As you read it, consider how you might apply more mastery to your retail space planning career to deliver reliable results for your organization.

This book is for you if:

	You lead a space planning team.

	The leader of a space planning team reports to you. 

	You need more insight into how great space planning teams operate. 

	You are building a career in space planning and want to build skills in your field. 

	You are a new transfer into a space planning team, and you want to gain credibility and insight into your practice. 

	You are a supplier, broker or category captain for a retail space planning team.

	You are a technology product manager or someone who must support space planning professionals as part of your job.

	You are a category manager who relies on space planning teams to translate and execute the in-store merchandising directions for your category.

	You are a store team member who wants to understand more about how merchandising changes that affect your store are created. 

	You are a process manager that works with either the category or space management functions with a goal to better understand their relationships.

	You are a supply chain team member, and you want to understand how space planning supports with your goals. 
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A

sk what makes a powerful retail experience and shoppers usually say great customer service, a fun place to shop and great prices. Ask a retailer, and you’ll hear about a lean supply chain and efficient store operations. For brands, it’s all about customer solutions and product showcasing. In every case, the efforts of everyone to deliver a satisfying experience happens at the shelf.  A lot must come together to deliver that memorable retail shopping experience. Category Managers must select the right items. Store operators need to keep a clean shop. Inventory must be in stock. Marketing events need to entice both new customers and lapsed customers. But in the end, it is the planogram – how products are merchandised and showcased at the shelf – that ultimately matters.  It affects every item in every store, every customer, every employee, every day. Properly done, a planogram helps the store run more efficiently and delights shoppers. That is the power of space planning. 

If you’re inclined to think about retail stores as a node in a product’s supply chain, then the planogram represents the final four feet of the supply chain. If you think of retail as a marketing space to sell more goods, then the planogram is the final moment that matters in your marketing plans. If you work in a store, then the planogram is your best silent sales partner, helping your customers find and select their best choices from amongst the products in your store. It’s no wonder that billion-dollar brands spend incredible resources to influence planogram merchandising: It is where the final sale happens. 

Even in the world of e-commerce and shopping from home, there is optimism for what stores of the future will be. Our children may view shopping differently, but there will always be a need for people to go out to the store – to see new things, spend time with other people in a low-key activity and get out of the house. Stores will continue to be the way in which a retail brand comes to life for shoppers. I love the Williams-Sonoma website as much as the next person, but there is nothing like touching gleaming copper pans, feeling the heft of table linens or smelling lemon poppy seed muffins baked in their store. Williams-Sonoma knows that. They know that shoppers conjure up that environment when they scroll the site or get a promotional email. 

Because great retailing and great space management are the same. Both the enormous retailing industry and the specific planogramming activity are focused on how a customer encounters products for sale, considers their purchase and makes their selection. Great retailing and great space management make decisions easy for the shopper. The presentation gives them confidence that there is a selection that will meet their needs. Pricing is easy to read and compare. There are acceptable choices for every consideration. Shoppers feel empowered to make good choices for themselves. And all of that happens at the shelf without talking to anyone. Think of it as letting our shelves do the talking. 

And by shelves, we mean far more than the regiments of aisles in a store. Space planning includes the entire variety of merchandising elements at a retailer’s disposal. Space planning includes the freezer cases, jewelry counters, mannequins atop displays, bookcases, hanging racks, produce tables, working demonstration displays – even outdoor sidewalk space. 

When the store experience is inviting, intriguing and well-merchandised, customers buy more than they planned at the onset of their shopping trip. Brilliantly demonstrated by any shopper at an IKEA who intended to buy a bookcase and walked out with candles, a houseplant and wine glasses. It is not a diabolical plan for retailers to pump up margins with extraneous sales. It is an effort to understand shoppers needs so well that when they come in to solve a problem or fill a void, retailers have anticipated their other unmet needs as well. Consider every cross-merchandised placement of batteries near toys, household cleaners near mops or fertilizer with grass seed as perfect examples. Savvy retailers know that shoppers are pressured for time, and they need to be efficient and frugal. Great space planning helps do some of the thinking for them. And if that leads to a bigger transaction, the retailer wins. 

There has been merchandising and direction about where to place items in stores for centuries.​[1] Computerized space planning was developed in the late twentieth century. One of the first benefits of computerized planograms was visibility to the entire supply chain. Planograms inform inventory systems of the holding capacity at the shelf and can help balance customer demand with store supply levels. For all retailers, product should flow as quickly as possible from the receiving dock to the sales floor. After all, product doesn’t sell in the back room. So, planograms are key to ensuring that the flow of goods is as efficient as possible. Pushing back into the supply chain, planogram shelf capacity and unit sales forecasts can help distribution centers calculate the optimal fill rate for each truck to deliver in full cases and optimize DC throughput. This is critically important to delivering in full truckloads to optimize the “sales per gallon” and save on transportation costs. 

For retail store associates, the planogram can make the entire store easier to operate.  When properly balanced, the shelves provide sufficient inventory to meet customers’ demand without out of stocks disappointing them. Product that is received in the back fits entirely on the shelf without the need for upstock​[2] or backstock that has to be continually “farmed” to the shelves through the week or day. When new items arrive, the planogram should direct precisely where the new items should be merchandised to make it easy for excited new shoppers to find. 

For consumer brands, the planogram is an attractive way to showcase each item within its proper competitive set. Ideally, a planogram makes it evident if the products are valued because of their attractive price, unique flavors, reliability or trendy position. The work that goes into a brand’s unique positioning should be apparent by the placement on the planogram. A well-merchandised planogram reinforces the product’s attributes and make it easy for shoppers to recognize and select it. 

As a financial operation, planograms can drive key metrics that directly impact retail profits. The days of supply on the shelf drive inventory turns (also called turnover) and the return on millions of dollars in inventory investment across a retail chain. Optimally allocated store space drives sales per square foot which is evaluated by store managers and Wall Street alike. Space Planning store layouts can produce “heat maps” to compare the sales performance across the store and bring financial reports to life. 

As you will see in this book, space planning is a critical for creating an attractive and profitable retail store. However, we are going to separate it from several other key store design elements that are necessary for creating a powerful branded experience. While store planners may be involved with store design, we will not be addressing the architectural elements of a store. The finishes, flooring, lighting and palette which certainly impacts the environment is out of scope. As is the exterior. We will presume that operational considerations like the number of check lanes, vestibule space, and the size of the backroom warehouse are already determined before store layout begins. We are focused on merchandising product within the environment and maximizing its impact no matter what “shell” the store building provides. 
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Space Planning Power in Action
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Let’s take a deeper look at examples where highly functioning retailers and brands use space planning to deliver more value to customers and stakeholders. (And drive more sales!) 

Our first example is a national retailer who has its own distribution centers across the country. Each DC serves a specific set of stores. The DCs use a warehouse management system (WMS) that builds orders for each store and truck delivery route.  It uses a central inventory replenishment system.  The WMS is updated with each store’s active planogram and floor plan information each night so that it is aware of the aisle and section location for every item in each store. 

As it builds the truck order and each case  is selected and sorted to be placed on a delivery truck, each carton is tagged with the exact aisle and section location where it should be merchandised within the store receiving the delivery. So, a case of cake mix is labelled “aisle 7, section 4” for one store and “aisle 12, section 5” in a different store. When possible, entire aisles are packed together on half-pallets so that the forklift that removes the pallet from the truck can drive it directly onto the sales floor to its exact aisle location. This simple application of “space awareness” creates efficiency that improves performance both in the DC’s and the stores. Products flow over 12 times faster onto the shelves than before. 

The second example is one of the most common applications for planogramming data. Printing shelf tags in the exact order for the products in the planogram saves store labor and printing costs. Many retailers integrate price changes with planogram data to ensure that pricing labels are specifically printed for each store by aisle, by shelf so that store associates can quickly make all price changes with a single aisle pass through. 

Taken even further, a national dollar store chain uses the planogram position data and each product’s dimensions to print 4’ shelf channel strips with product images, pricing and placement so that store associates can replace the entire shelf strip and simply place items above their pictures to make instant planogram and pricing changes at once. This is especially helpful when a portion of the store associates do not read well or do not use English as their first language. 

Finally, more progressive retailers use electronic shelf labels (ESL’s) and planograms to monitor and direct all product positions on the shelf. Planogram data combines with pricing data to broadcast pricing changes in real time to the correct ESL in the stores via an internal network. This eliminates printing and store labor costs! (But, of course, there is the initial sunk investment into the cost of the ESL’s and their technology.) 

––––––––
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Figure 1: Example of an electronic shelf label. Source: Electronic Shelf Label (ESL) Market Research Report - IMARC Group

PLANOGRAMS ARE ALSO key for store managers and schedule builders to properly plan and budget for merchandising changes in the store. From weekly or monthly promotional end caps to full-on store resets, retailers who use planograms can accurately forecast the amount of time it will take store personnel to make merchandising changes. This is a critical input for building schedules or budgeting for third-party merchandising labor needed at each store. By knowing the time, cost of labor and financial impact of a merchandising change, retailers can control the scope of change to match their available resources. Or, if the sales benefit is great enough, they can budget for additional hours or resources. In any case, it provides management with a reliable estimate that they can use to hold themselves accountable for people in the store. 

It is with labor estimates like this that retailers can make an informed decision about the timing for rolling out a new item. When consumer packaged goods companies (CPG’s) introduce new items to the market, they usually coordinate with advertising, consumer promotions and other investments. Unfortunately, those introductions do not always coincide with a specific retailer’s timing for making merchandising changes. When CPG’s want a new item introduced “off cycle,” a retailer can use their planogram and labor reset estimates to evaluate if the new product will produce enough sales to justify the labor investment for the unscheduled change. If not, the retailer may ask the CPG to underwrite that unbudgeted cost. 

A big box home improvement retailer leveraged their space planning data to create a more efficient returns process. It isn’t unusual for do it yourselfers to overestimate the materials they need for a project and then return products to the store. The retailer combined space location data with the POS returns protocol to immediately indicate where the “home location” of the returned products belonged. The service counter personnel then sort all returns to their proper cart and indicate exactly where each item should be re-merchandised so that returns flow quickly and accurately back onto the sales floor. It makes the process faster and improves inventory turnover because products are not mislocated or left stranded at the returns desk. 

Brands that create everything from spray paint to cereal to diapers have a deep interest in making sure they are getting their “fair share” of the shelf to represent their importance to shoppers. Recognizing the need for agility, speed to market and accuracy, many CPG’s take on a “category captain” role to help retailers analyze and merchandise category trends. A large portion of the investment is planogram creation and production. For CPG’s who recognize that all of their product innovation, marketing and production may fail if a retailer does not execute merchandising well, it is worth hiring resources to make sure that planogram assortments and merchandising meet the highest standards. 

Retail financial analysts are constantly searching for ways to extract more productivity from their stores. Why wouldn’t they? For most retailers, store leases and locations are the second largest capital expense for their entire company behind inventory. So naturally, retail CFO’s have a focus on driving more sales and profit out of every location. 

Mature retailers persistently test and evaluate merchandising in stores. They want to determine which positions and adjacencies deliver the best performance. Which departments are leading and lagging in sales per square foot and how to make adjustments that customers will reward with more sales? When products are on promotion, how can they be merchandised in the best location to highlight their value and sell through at their proper time without disappointing shoppers? Should the chain consider a store within a store concept? A placement contract from a key vendor? Or even opening a new banner or store concept? Space panning data and space planning systems provide the means to forecast, test and evaluate all of these scenarios that could lead to millions of dollars in incremental sales or shuttering stores. 
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A Look Ahead
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All of these old school benefits are not the only advantages to be gained through a highly functioning space planning system. Retailers who have an accurate, complete space planning system and data are well positioned for the future as well. 

In-store order pickers who select the products from shoppers’ online orders are a prime audience. Retailers with a complete store merchandising system (store-specific floorplans and corresponding planograms) can arrange customer orders from the website in aisle order for a particular store and deliver those orders to a phone or other mobile device. So, while the shoppers may see their selections in one hierarchy (for example, they may order eggs, bacon, bananas and oatmeal from the “breakfast section” of the website,) the order pickers will have the entire order arranged to align to their location in the store. Order pickers can even have separate orders threaded through their device so they can compile multiple orders at once. It sets up order selection to be as efficient as possible. 

This same access and visibility are just as important to busy shoppers. Using the same data and providing it in  a customer-facing app means that shoppers can get even more value using the store’s app. Add in real-time inventory and *boom* you have a loyal shopper! Walmart recently highlighted this ability in their app during a holiday advertising campaign recognizing how valuable shopper time is during the busiest time of the year. Just think: You can be a better partner to your shoppers by giving them the information that they need. They will give your company valuable insight into what they want and how they shop. You can create a better store that keeps them happy and engaged by using the data they willingly share.

As retail moves to the metaverse and virtual reality (VR) makes inroads into retailing, shoppers still need to be tethered to the shopping reality they know. Floor plans and planograms are the basis for re-creating a VR store environment where shoppers can interact with products and stores in a familiar manner. There are so many ways that this can benefit retailers:

	Testing: VR can simulate new stores, remerchandised aisles and in-store marketing campaigns so that retailers can test their impact on shoppers without the expensive step of creating real-world prototypes. It’s a great way to extend a retail innovation budget. Plus, because nothing is really “in the market,” plans can be kept out of the public eye – and off of the competition’s radar. This is particularly critical when there are package changes or pricing changes in test. 

	New markets: VR can open the door to shoppers that a retail brand covets but does not yet have. Whether it’s college students, foreign citizens or vacationers, a VR simulation can reach difficult-to-access prospective shoppers anywhere on the globe. Compared to past shopper intercept sites, VR is faster and less expensive to execute. 

	Journey Maps: VR can capture each step in a shopper’s journey. Retailers can evaluate how shoppers scan shelves to find products to identify planogram hot spots. Shoppers can “pick up” products and read labels, compare products and prices so that retailers can get insight into how shoppers make their selections. It is an easy way to actively listen to customers and learn from them to make stores better. 


Retailers and brands can come together in new ways in the metaverse to conduct virtual test marketing, new product planning and simulated walk-throughs. The promise of virtual reality and space planning is the opportunity for retailers and their partners to collaborate more strategically than ever before. Together, they can jointly make decisions that will be more effective and affordable than either could do separately in the past. 
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Figure 2: VR image provided by ReadySet® – a VR Space Solution

VIRTUAL REALITY DOESN’T end there. Retailers are also experimenting with using VR to create planograms. A planogrammer using a headset can see financial performance and merchandising at the same time. With real-time feedback, the VR session can produce planograms without the need for deep experience in using a planogramming tool. With a headset and gloves anyone can create store design and merchandising that look exactly as it will in stores. What that could mean for space planning is democratizing the space planning process. If “anyone” can put on a headset, glasses or gloves and reorganize the merchandising plan, then everyone can have access to systems that are administered by only a small group today.

Finally, while this entire book will be helpful for anyone in the space planning realm, it is still uncertain how AI will disrupt space planning practices. There are already generative AI-driven applications that are meant to build merchandising solutions in assortment, pricing and promotions. Innovators imagine a time when users can ask an AI to “build a compelling yogurt assortment of two hundred items that would meet the needs of a store in Ventura County, California” which would make a recommended selection. Other innovators see entering a complete history of past promotions as well as submitted vendor offers to a system where an AI could cull the choices to the most effective for a particular holiday or promotional event. 

Before we reach that level, AI is being used already in building exception-based flags for retailers looking to understand store conditions. In one example, store teams execute planogram changes and then submit a photo as proof of execution. All the photos are reviewed by an AI engine that compares the photos to the expected planogram and rates each store for their level of compliance. Certainly, image recognition and photo resolution can become blockers, but it is an efficient way to flag those small percentage of stores that have issues for follow up with their District or Region manager. 

An exciting deployment for AI is to connect it to the consumer decision trees and the products that represent all of the various nodes on those decision trees. With that insight along with merchandising rules and guidelines, an AI can generate dozens of possible planogram layouts for category  managers and space planners to consider. In most retail merchandising, planogram design is usually unchallenged. The overall layout and placement are updated from yar to year without the much radical redesign. Sometimes the reason for that is to minimize the effort in the store to update the merchandising at the shelf with new items. But, honestly, sometimes the reason is a lack of time or imagination on the part of the category manager and space planner. Under tight deadlines, the most they can do is swap items on and off the shelves, leaving the overall merchandising layout the same. AI can create and suggest dozens of geometric reconfigurations of a planogram’s presentation giving the merchandising team a chance to consider many different ways to present their selection to shoppers. AI can also refine and improve merchandising presentations so that each item’s particular goal (inventory availability, support for multi-unit purchases, cross-merchandising with selected items, for example) can be optimized with each successive planogram update. 

Will these trends impact your career in Space Planning? I see no reason why not. There could come a time where the example above is amended to: “build a compelling yogurt assortment of two hundred items that would meet the needs of a store in  Ventura County, California and organize them in the most efficient configuration to fit into a four-door refrigerated set.” With access to the fixture and packaging dimensions and the retailer’s merchandising and inventory guidelines, an AI could create a number of different options for possible planograms. While human beings may still be required to validate and nudge the set into a final condition, there is no reason to think that this work could not be outsourced to an AI that could do 90-59% of the work of creating a planogram.  

For Floor Planning, applying advanced solutions is more complex. And, if I am honest, the jet fuel for merchandising investments has always come from the deep pockets of consumer packaged goods companies who fund solutions in an attempt to gain a bigger share of the shelf. Floor Planning is almost exclusively a problem that retailers must solve. The lean margins in retail have traditionally meant that solution providers could not justify developing expensive solutions because retailers were not a rich enough market to warrant the necessary payback. So, an AI solution in floor planning is likely to be further in the future than for planogramming. I have seen such a solution, and it will be in the US market shortly. 

Nevertheless, the VR solutions for 3D store renderings and experimentation could be a viable future solution. Especially given the millions of dollars that retailers invest in putting new store prototypes into the market. 

So, there are many ways to consider the advances of space planning in the future. Will there be even more integrations to store operations? Will automation leapfrog current production obstacles with AI? Perhaps. But it will all start with industry leaders who have the vision and mastery over space planning. I hope this book helps you on your journey. 
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Floor Planning - Mastering The Design
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E

ach store is unique. Even if it shares the exact layout and fixtures as another store, its sales rates and shopper base will make it unique. So, every single store must have its own floorplan or store map to contain all of the information that a space planning system can know about a store. In many ways, the floor plan is the critical foundation upon which all other merchandising functions depend. It is why this book begins with the floor planning. Everything comes from the floor plan and then ties back to the store’s floor plan. So having accurate floor plans is key to a sound space planning practice. 

Floor plans are not static. Or, at least, they shouldn’t be. Businesses within the store are dynamic. They increase and decrease over time. Customers age. Product offerings change. Trends and technology create demand. Over time, the space allocation inside stores should change too so that the stores adjust to the changes and continue to meet shopper expectations. 

Floorplans and the macro use of store space are tightly aligned to a store’s brand promise. If a store’s strategic brand statement is to carry fresh, local seafood then it should have a statement in either where seafood is located in its stores or how much space is allocated to seafood – or both. A fashion retailer will place its latest collection at the entry because it promises to carry the latest styles. Thus, floor plans and strategic planning should
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