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A popular phrase goes “Size Does Matter”. In the Retail Industry, it should
more appropriately read “Size-Mix Does Matter!”

In the fashion industry, every vendor loses a significant portion of the optimized value of a product line due to incorrect
size-mix, i.e. the difference between the actual store size distribution and the actual demand in those stores. Instances of
stock outs across key sizes (lost sales) and over stocking of other sizes (discounting) are not uncommon. The amount of
data and quantitative analysis involved in determining the optimal size allocation by style for every store is a daunting
task. In many instances, the calculations of effective size distribution are often oversimplified, without taking into
account the price, revenue, and margin impact of missed opportunities, stock-outs and overstocks due to improper
size-mix determination. Without correcting for past mistakes, history tends to be repeated rather than improved upon.
These shortcomings in size-mix result in lower profits and unsatisfied customers. Hence, planning and deploying
merchandise with the correct size-mix is essential for success. Accurate size-mix by store is the new competitive frontier
for fashion retailers and is used as a differentiator from competitors.

The common goal for vendors and retailers is to present each store with a mix of sizes that accurately reflects the
demographics of the clientele that patronize each store. It comes back to the foundation of good retailing, which is to
get the right product in the right place at the right time for the right price.

THE BLANKET COVERAGE APPROACH

Many companies attempt to address this by distributing a full size range of each product to
every store, and allowing replenishment to back fill where individual sizes are sold. This
method has significant implications as follows:

1. It requires a much larger inventory investment to cover all sizes being deployed to all stores
and sufficient stocks of each size to maintain a reasonable store cover

2. It allocates stock inefficiently when specific sizes are allocated in the wrong amounts to
locations that have a history of not selling those sizes resulting in slower turns and eventual
markdown liability.

AVAILABILITY
VS DEMAND

One reasonable approach is
to look at the size sales in
each location, but only
consider sales where the
inventory availability was at
a credible level. This would
help account for a situation
where the size 42's sold out
completely in the first two
weeks, but the size 38's
which had a lot of inventory
went on to have 10 weeks
with no sales.

3.The Self Perpetuating Mix Approach

In order to avoid the financial exposure caused by the blanket approach indicated above, many
top tier retailers are examining the sales ratios in each store to help identify how the demand
varies by location. Also, the category managers use secondary data and their experience in
determining the sales mix. This is a pretty good start, but in many cases, the local preference for
sizes is directly affected by the sizes that are sent out in the first place. E.g. if the size 44's was
not sent to the store, there would not be any sales record/ demand for this size. That doesn't
mean there wasn't any demand for it, just that the demand wasn't recorded and wasn't met.

The quest for more accurate sizing in each store is typically the bridging decision between the assortment and allocation
process.

The assortment plan is typically used to plan out the high level distribution of items to store groups, and this needs to be split
across sizes in order to support the purchase order. The allocation on the other hand needs to understand and manage the
SKU/Store needs and balance this with the item level availability. A size optimization process needs to touch both the plans
and the allocations. If it only affects allocations then it's too late to affect the buys and you could end up with an overall size
mix that simply doesn't work, whereas if it only affects the assortment then it could remain unaffected by changes that have
happened since the purchase order and ASN/Receipt which could significantly change the store need.

This echoes the importance of getting the size-mix right by store - in fact you need to get it right twice; once in
planning the buy, and once in optimizing the allocation.
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SEGMENTING THE CUSTOMERS

A way around the optimal size-mix may be segmentation. The retail store should have a clear positioning statement and cater
to a particular the target clientele. Stores may choose to cater to the needs to smaller size or plus size men and women. Thus
instead of catering to customers of ~12 size groups, a store may opt to cater to customers of ~6 — 8 size groups. Also, design-
ers often create different styles, lines for the different sizes of men and women. Stocking the relevant styles and sizes will help
reinforce the positioning of the store. Availability of relevant merchandise for the target clientele brings about the twin

benefits of lower inventory and satisfied customers.

About GrMAP

GrMAP is a global
retail product
company with
unparallel expertise
and capabilities
across all retail
verticals.
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GrMAP is an enterprise—wide merchandise assortment
planning and analysis solution for large and mid-size retail
organizations. GrMAP helps retailers to maximize sales
potential & improve return on linvestment on their inventry
by minimizing stock outs through realistic and accurate
assortment mixes.

The focused approach of GrMAP towards the Retail Industry,
blended with its domain and technology expertise, improve
the overall competitiveness and profitability of its clientele by
enhancing the key aspects of their business operations,
planning, and customer experiences

GrMAP has over 100 plus highly qualified and experienced
team members servicing mid to large enterprise customers
in USA, UK, Middle East, Europe and Canada.

Its home page is www.gr-map.com
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