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BOBBY D, REUSSER ABSTRACT

The purpose of this study 1is to examine the advantages
of logical and effective space allocation to items within
the grocery department of the supermarket. Planned space
allocation not only aids in controlling inventoriles, the
largest single 1tem among the current assets, but also aids
in controlling the type of merchandlse comprising the store's
inventory. This 1s important since inventoriles have fre-
quently been the prime cause of business fallure. The
proper utilization of an effective method of item space
allocation can act as a deterrent to business disaster,

Another purpose of the study is to examine some con-
slderations necessary to make a plan for item space allo-
cation successful. Several plans are critically analyzed
in an attempt to establish their usefulness as guides to
better space allocation.

This study presents in detail a simpliflied method of
allocating space to individual items on the grocery shelves.
Accurate and detalled information on individual product
performance 1s, admittedly, difficult and costly to obtain.
The gulde to 1tem space allocation offered in this stﬁdy
polnts out a method which is sufficlently accurate and
detailed to improve the allocation of shelf space to items
within a product group; yet, employs a means of obtalining

this information which 1s neither difficult nor costly.
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Secondary sources, personal interviews, and letters
were utlilized to secure information on the importance of
planned space allocation and the considerations necessary
during the formulation of a space allocatlon plan. Text
books were perused to secure information on the importance
of stock turnover to a retail buslness.

Information on space allocation methods and plans was
gleaned from trade publications and through letters and
personal interviews with members of the retail food distri-
bution industry.

The 1tem space allocation plan described and analyzed
in detailil 1is a plan developed and used by The Kroger Co.
Knowledge of the plan and the proeess and problems of its
application was gained through interviews and letters, and
from the writer's experience as a store co-manager.

Store space has always been one of the supermarket
operator's maJjor problems. The present trend to larger
markets 1s not the only solution. Regardless of store size,
operators constantly seek additional space for non-selling
functions, new products, more displays, and et cetera. An
approach to solving the problem may lie in the control of
exlstling store space ratﬁer than constantly seeking addi-
tional space.

The effective utllizatlon and control of store space

can be approached through the control of merchandise
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inventory levels. This’'1is a diffiéult and often frus-
trating task. The many 1tems in the grocery sectign of
the supermarket forces management to use something more
than instinct and observatlion as a control measure.

Planned space allocation can help solve many of
these problems for management of retall food distribution
organlizations. Management can expect planned space allo-
cation to result in increased gross profit dollars from
each linear foot of shelf space and/or each square foot
of floor space. Thils increase evolves with a minimum of
labor expense.

The methodology used in The Kroger Co. plan is sound.
However, as a result of this study certain modifications
and/or additions to existing plans are recommended. The
results obtalned from applying a space allocation plan
incorporating these additilons and/or modifications may be

considerably improved.
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CHAPTER I
INTRODUCTION

Today's supermarket operator faces a vastly different
situatlion than he dld a few years ago. Competition among
retail food distributors has become more intense. Progres-
sive organizations have expanded rapidly. New outlets,
such as the discount houses, have recently entered the
retall food distribution industry increasing the: - intensity
of competition. 1In addition, whille competitive conditions
hold prices down net profits are further reduced because
of increasing costs of operation. ‘

These facts alone could account for the severe super-
market competition which operators are experiencing today.
However, there are other contributory factors. Ten years
ago there were 5,485 families per supermarket. In 1956
this number had diminished to 1,760.l This problem is one
which has been created by the industry through expansion.
Nevertheless, the problem has only recently been recognized
by the members of food chain management.

Still another factor which aggravates this changing

situation is the increase in number of new items available.

1Progressive Grocer, The Super Valu Study (New York:
The Butterick Company, 1958), p. S-/0.




Since 1950, new items have 1lncreased at the rate of about
200 per year.2 The management of some organizations report
as many as forty-five or more items being offered their
buyers every month.3 "All indications are that we can
continue to expect thils same rate of growth in the number
of new product additions."* The continued introduction

of new ltems is considered essentlial to a growlng retaill
industry; however, it still presents many problems,

The competition between retaill food distribution
organizations is not the only form of competition which
prevalils within the food distribution industry. Each store
within a food distribution organization‘is teeming with
internal competitive problems. In fact, every item, on
every shelf, exlists 1n a competitive environment.

Limited space is one of the principal reasons for
this internal competition between items. Admittedly, each
item is competing for the consumer's dollar. However, a
far greater struggle ensues for the existing shelf space

within the store. Space 1s constantly being sought for

new departments, new merchandise, preparatlon and temporary

2Ibid.

3Statement by Geo. McDaneld, Grocery Buyer, The
Kroger Co., Kansas City Division, December 27, 1957.
Personal interview.

uProgressive Grocer, op. cit., p. S-18.



storage areas, wider alsles, more checkstands, and for
more and larger shoppling carts. The Increasing demand for
more display space 1s a constant problem to the management
of retall food distributlon operations.

The problem of limited space 1n the supermarket 1is
not new. It has received the attention of high level
management in previous years. In 1954, the utilization
of space in the supermarket was the topic of a national
panel discussion conducted by food distribution executives.5
There have also been elaborate studiles performed by indus-
try publications and governmental agencles to determine the
relationship existing between products'and the amount of
space they occupy. Occasionally trade publications contain
articles which place emphasis on the advantages of proper
space allocation.

Several methods are used for determining the amount
of space to be allocated to the varlous departments and
other operations wiﬁhin retall food distribution outlets.
Some of these methods are based on factual iInformation while
others may be based on an operator's whims and/br experi-
ences. Any industry-wide examination of these methods
would be of little value; since the majorlty of companies

determine departmental space allocation according to the

5"Eff‘ective Allocation of Store Space," A Panel Report
complled by The National Association of Food Chains,
April 24, 1954,



departments they wish to emphasize. Some organizations
choose to place major emphasis on meat, others produce,
and still others may choose to use non-foods.

Space holds a position of high importance in today's
supermarket operations. Articles have been written con-
cerning the importance of proper space utilization, and
factual studies have been conducted which glve some indi-
cation as to successful methods of determining product
group requirements. However, too little consilderation
has been glven the individual grocery item.

Too often space allocation problems are considered
only at the level of the department or product group.
Seldom, however, will the whole of any matter deteriorate
simultaneously. A breakdown of the individual components
eventually causes the wh9le to weakgn and fail. The impor-
tance of each item in the grocery department lies within

1ts relationship to the whole.

Purpose of the Study

The purpose of this study is to examine the advan-
tages of logical and effective item space allocation.
Planned space allocation not only aids in controlling
inventories, the largest single item among the current
assets, but also alds 1n controlling the type of merchan-
dise comprising the store's inventory. This 1is important

since "inventories have frequently been the prime cause of



business failures, and 1t is not wilthout reason that they
have been called 'the graveyard of American_business';"6
The proper utilization of an effective method of item space
allocation can act as a deterrent to business disaster.
Another purpose of this study 1s to examine some
conslderations necessary to make a plan for item space
allocatlon successful. Several plans are critically
analyzed in an attempt to establish their usefulness as
guldes to better space allocaéion.
This study presents in detail a simplified method
of allocating space to individual items on the grocery
shelves. Accurate and detailed information on individual
product performance 1s, admittedly, difflicult and costly
to obtain. The gulde to item space allocation offered in
this study points out a method which 18 sufficilently |
accurate and detalled to iImprove the allocation of shelf
space to items within a product group; yet, employs a means

of obtailning thils information which is neither difficult

nor costly.

Need for the Study

Presently, food retallers are faced with a changing
competitive situation. Rapid stock turnover becomes

increasingly difficult to maintaln. The greatly increased

6Thomson M. Whitin, The Theory of Inventory Management
(Princeton, N. J.: Princeton Unlversity Press, 1953), -p. 4.




volume of goods moved through individual retail food out-
lets during the past several years has caused many retallers
to overlook the advantages of carefully planned space allo-
cation.

Through the effective allocation of shelf space, and
the proper selectlon of merchandise, turnover can be
Increased with resultant benefits in lower cost distribution
to both the retaller and the consumer. Thls may be one
answer to the changing competitive situation.

Food retallers across the nation seem to experience
wide variations 1n sales. Possibly one of the factors
responsible for thisAvariation in sales 1s the method used
by the retailler for determining the space to be devoted
to various product groups and to the items within these
product groups.

Some effective method of sclentifically determining
the number of displayed units of an item that 1s necessary
to satisfy demand is urgently needed. The large number of
items that must be stocked, and the continual changes which
take place in the public's demand for these 1tems, makes
this task difficult.

The 1ncrease in the number of items carried in the
grocery section no longer makes 1t feasible for the manager
to depend upon general observation to determine consumer
preferences. This study highlights the need for planned

1tem space allocation and space control.



Limitation of Study

The study 1s concerned with planned allocation of
space to items wlthin the grocery department of the super-
market. The total space allocated, or the methods used to
allocate space to the varilious departments or non-selling
operations 1s not considered.

Because the original allocation of space to i1tems in
a new store can only be based on experience gained through
the operation of other stores, the emphasls is placed on
the allocation of space to 1tems withln stores that have
been in operation for a reasonable periéd of time. Once
the store has developed a personality, and its own cllentele,
the allocation of space to items can be determined in line
with customer preferences.

The study 1s further limited to the allocation of
space to 1tems within a product group. Organizations are
aware of the performance of items as a product group;
therefore, the methods of determining the space requirements
of individual items within these groups merits attention

in this study.

Methodology

Secondary sources, personal interviews, and letters
were utilized to secure information on the importance of
planned space allocation and the considerations necessary

during the formulation of a space allocation plan. Text
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books were perused to secure Information on the importance
of stock turnover to a retall business.

Information on space allocation methods and plans was
gleaned from trade publications and through letters and
personal interviews with members of the retall food dis-
tribution industry.

The 1tem space aliocation plan described and analyzed
in detall 1s a plan ceveloped and used by The Kroger Co.
Knowledge of the plan and the process and problems of its
application was gained through personal 1nterviews and
letters, and from the writer's experience as a store co-
manager. .

Other information came from various secondary sources
located 1in the Michigan State University library and from
organizétions interested in the retail food distribution

industry.

Chapter Plan

Chapter II, "The Importance of Planned Space Allo-
cation." The importance of planned space allocation 1s
developed by first discussing the adVantages of a higher
rate of stock turnover. These advantages have been proven
through years of retall business experilence, Plannea space
allocation is offered as one tool for providing the neces-
sary pre-requisites to increase stock turnover. Other
advantages of planned space allocation and the need for

stock control are also developed.
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Chapter III, "Considerations Affecting Planned Space

Allocation." There are certain management considerations
which should be mace prior to the formulation or utilization
of any item space allocation plan. These considerations
are discussed and analyzed to give an indication of their
importance.
Chapter IV, "Plans and Methods of Space Allocation
by Item in the Grocery Department.f The need for planned
item sbace allocétion is 1dentified and the reason for its
exlstence as a problem is examined. Item space allocation
studies, methods, and plans are examlned and analyzed to
evaluate theilr usefulness to the retail food store. The
Kroger Co. plan 1s presented 1in detall to provide a prac-
tical and simplified program which has proved successful.
Chapter V, "Summary and Conclusions." This chapter
1s devoted to a brief summarization of the study and to
the presentation of some conclusions which can be drawn.
As a result of the study certain modifications and/or
additlons to existing plans are recommended. The results
obtained from applying a space allocation plan incorporating
these additions and/or modifications may be considerably

improved,



CHAPTER II
THE IMPORTANCE OF PLANNED SPACE ALLOCATION

Competition and rising costs can be cited as two of
the most important reasons for planned and controlled space
allocation. In the early supermarket, traffic was created
through price appeal, mass display of product, and curiosity.
These appeals are fast beeoming commoénplace due to the
laws governing buying practices and intense industry compe-
tition. A differential advantage in price 1is difficﬁlt
to achleve. While mass display continues to sell product,
increased variety has also made such display more difficult
to achleve. The operators of the first supermarkets
aroused public curiosity with large markets, bilzarre adver-
tising, and gigantic promotions. However, customer curio-
sity has faded as supermarkets become the maJjor distfibutors
of foods. - -

Planned space allocation results in a balance of
product on the shelf'that satisfles customer demands and
assures effective utilization of existing shelf space.
Management can expect planned space allocation to result
in increased gross profit dollars from each linear foot
of shelf space and/or each square foot of floor space. This

increase evolves with a minimum of labor expense.
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Business prospects do not hold the same promlise for
volume as they have for the past fourteen years.
Supermarkets are 1ncreasing. The factors that bullt
up individual store volume are not operating to the
same degree that they were. We must, therefore review
what o%her means are avallable to cope with rising
costs.

A major area of increasing cost has been labor.

During periods of full employment, such as those experienced
during World War II and- the era that foliowed, certain prac-
tices are adopted that conserve labor. In some instances
space was substituted for labor. One chailn executlive stated
thls case as follows:

There are many places 1n our stores where the proper
utilization of space can reduce cost by 1lncreasing the
productivity of labor. For years merchandlising has
always been the paramount consideration. Operational
factors were secondary. Today's higher labor cost

makes sgme of the o0ld merchandising practices unecon-
omical.

The Relatlionship of Space Allocation to Stock Turnover

To understand the limportance of space allocation a
discussion of the importance of stock turnover 1s necéssary.
Stock turnover is one of the most important requirements of
a successful low margin selling operation. In turn, planned
space allocation can be offered as an answer to stock turn-

over problems.

lyames Cooke, "Standards for Effective Allocation of
Store Space," A speech delivered to the Twentieth Annual
Meeting of the National -Association of Food Chains, Sept=-
ember 29, 1953.

°Ibid.
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Stock turnover defined. Stock turnover is defined

as the number of times during a certain period, usually a
year, that the average stock of merchandise 1is sold.3 The
rate of stock turnover can be ascertained in several ways:

1. Turnover on a retall base. Divide the average
inventory at retall for any given period into sales for
the same period. Thils method is most commonly used where
the retall iInventory system 1s in operation.

2. Turnover on a cost base., Divide the average
inventory at cost into the cost of sales. Turnover filgured
on cost will usually yleld a slightly different rate than
Ssimilar calculations on a retall base.

3. Turnover on a unit base. Divide the number of
units s0ld by the average inventory of units durlng the
same perlod. This method 1s useful as an indication of
unilt movement for any group of 1tems or any one item in a
group, but has little value for hetercgeneous groups of
merchandise,

Stock turnover stated in terms of dollars 1s an
indication of how efficlently the capital invested i1n

inventory 18 used. Turnover stated in terms of physical

3Pearce C. Kelly and Norris B. Brisco, Retallin
(Englewood Cliffs, N. J.: Prentice-Hall, Inc., 1957),

p. 305,
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units, 1s an indication of how fast merchandise 1s being

sold.4

Stock Turnover Related to Performance Standards

Historically, retallers have used the rate of stock
turnover as an indication of how efficiéntly the money
invested in merchandise 1s used, and as an indicator of
management's efficiency.5 A study of stock turnover in
relation to some of these performance standards, by which
management and businesses are gauged, discloses the
desirabllity of Increasing the stock turnover rate to an

optimum point.

Stock ‘turnover related to proflt. Whether or not

proflt increases with stock turnover depends entirely upon
the method by which the increase 1n stock turnover 1s
obtained.6 The expenditure of funds, in excess of tﬁe
increased gross profit, to obtain an increased stock turn-
over, results in decreased net profit. Increased net
profit from a higher rate of stock turnover can only result
from the application of methcds which do not absorb the

gross profit gain.

4Robert L. Cann and Minnie B. Tracy, "Stock and Pur-
chase Planning," Principles of Retailing, ed. Committee on
Retailing (New York: Pitman Publishing Corp., 1955),p. 549.

51pid., p. 551.

6pelbert J. Duncan and Charles F. Phillips, Retailin
(Homewood, Ill.: Richard D. Irwin, Inc., 1955), p.” 343.



14

Stock turnover related to return on lnvestment.

Return on investment can be used to Judge the operating
results of retall organizations., Enterprises with large
capital butlays commlitted to the sale of goods can best
measure and Judge the effectlveness of effort in terms of
return on investment.

The-factors which produce a higher return on
investment, i.e., gross margin and/or turnover, should
recelve major managerial emphasis. Return on investment
will respond to changes 1n these two factors.

With no change in selling price, higher stock turn-
over 1ndlcates that the 1lnventory investment 1s being used
more efficiently. Management in the retail food distri-
bution Industry has made efforts to reduce operating costs,
and this has, on occasion, resulted in increased profits
which were reflected in the investment yield. However,
methods of improving the return on investment through a
higher stock turnover rate have not been fully explolted.
This might be the result of the rapld expansion experienced
by progressive organizations. During periods of expansion
operating costs are more readily apparent 1n the day to
day operations and emphasis 1s usually placed on the re-

duction of this expense.

Tc. a. Kline, Jr. and Howard L. Hessler, "The Du Pont
Chart System for Appralsing Operating Performance,”" Readings
in Cost Accounting, Budgeting, and Control, ed. William
Thomas (Chicago: South-Western Publishing Co., 1955),p. 754




Stock turnover as a measure of efficiency. Gross profit

expresséd as a return on the merchandise investment can be
a measure of efficlency. This is one measure of the effi-
clency with which a merchant manipulates the store capiltal
invested in stock.

This measure can also serve as a "good measure of

8

merchandising performance.” Adequate stock turnover is
a result of good merchandisihg and, therefore, a measure
of the alertness and ability of the management.

The store manager through his efforts to enthusilas-
tlcally promote specilals, control ordering, and elliminate
items of questlonable value to the operation, can increase

stock turnover, thereby contributing to the success of the

operation and himself.

Methods of Increasing Stock Turnover

Even though 1t is desirable to 1ncrease the rate of
stock turnover, the rate cannot be increased indefinitely.
If the rate 1s increased beyond a certain point, the
increase may be accompanied by the performance of unecon-
omical actlvitlies. However, if the rate 1is too low, some
of the operations are not belng performed as efficiently
as possible.

Basically, to 1increase the rate of stock turnover

sales must be increased or stock must be decreased. Till

8John W. Wingate, and Elmer O. Schaller, Techniques
of Retall Merchandising (Englewood Cliffs, N.J.: Prentice-
HalTl, Inc.,, 1956), p. 294.
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a given point is reached the cost of increasing sales can
be less than the resulting increase in net profit. Beyond
this point the added expenditures to achleve the increase
in sales can result in decreasing net profits.

Increasing the rate of stock turnover by decreasing
Inventory also has its limits. When inventory 1s reduced
beyond a certaln point, reduced sales can result. Varlety
can become too limited and sales can be lost through
increased out-of-stock conditions.

Simply stated, the rate of stock turnover may be
increased in any of the following five ways: (1)
increasing sales whille the stock remalns the same;
2; increasing sales faster than the stock 1ncreases;
3) holding the sales stationary while the stock is
decreased; 4; increasing the sales while decreasing

the stock; (5) allowing the sales to decrease while
decreasing the stock at a faster rate. Any of these
courses of action are possible at any time, but
increasing the sales 1s more a possibility in times
of improving business conditions.9

Methods which require increased sales as a factor
for increasing stock turnover are most desirable. The
least desirable method 1s to allow sales to decrease whille
decreasing stock at a faster rate. Holding sales station-
ary while decreasing the stock, although not the most
desirable, can serve an important purpose; such as, the

elimination of slow moving items that contribute few or

no sales.

9Cann and Tracy, op. cit., pp. 551-552.
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The Need for Stock Control

An analysls of the stock turnover relationship to
the performance standards of profit, return on investment,
and management efficiency, indicates the importance of
inventorles and the need for stock control. This need
for control applies to all points along the chain of stock
management .

Dollar profit and profit as a return on investment
are the primary concerns of any retall business. Sometimes
the goal of higher profits and higher return on investment
is achileved by steps that also lead to a higher stock turn-
over.

One of the foremost principles of the retall food
distribution industry 1s flexible low margin pricing.
Operations based on a lowngross margin price structure are
dependent upon rapid stock turnover to produce satisfactory
profits and an acceptable return on 1lnvestment.

In the retail food distribution industry stock con-
trol is a problem of large propo?tions. The grocery depart-
ment of a supermarket contains as many as 4,000 1tems.1o
Control of these many items 1s vitally necessary; however,
the task 1s often very frustrating and store management 1is

sometimes reluctant to meet the problem.

lOProgressive Grocer, op. cit., p. S-1.
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Both the quantity and the varlety of product in the
supermarket must be controlled. An illustration of the
results which might be expected from adequate control of
both the quantity and varlety of product is glven in the
Dayton Study conducted in several Kroger stores.11 Better
stock control of cigarettes in three:test stores resulted
in an inventory reduction of $2,714.85; without any decrease
in sales.

The 1importance of stock control in the supermarket
cannot be over emphasized. Indications are that modern
food distribution outlets need modern measures of stock

control.

Advantages of Planned Space Allocation

Higher stock turnover 1s the result of improved sales
and/br improved stock control. Planned space allocation
can fulfill these necessary requirements for increased
stock turnover. An examination of the advantages of planned
and controlled space allocation indicates why 1t can help
solve turnover problems and further, indicates the impor-

tance of this management function.

Increased sales. "Planned space allocation will in-

crease sales."l2 This is probably the greatest single

1lp study conducted by the Phillip Morris Tobacco Co.
in cooperation with the Dayton Division of The Kroger Co.,
1955 (unpublished).

125tatement by J M. Mullen, Vice-President, Kansas
City Division, The Kroger Co., December 27, 1957. Personal
interview.
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advantage of planned space allocatlon. Items can possess
more customer appeal when given the propér amount of spacé
on the shelf. The large number of customer purchases made
on impulse requires that stock be presented in an attfactive
and appealing manner. Any method which increases the cus-
tomer appeal of 1tems on the shelf acts as a catalyst to

increase sales.

Control out-of-stock conditions. Space allocation

cuts out=of=stock conditions to a minimum. Through the
proper allocation of space,. out-of-stock conditions caused
through errors in store level ordering can be practically

eliminated.

Control inventory levels. Planned space allocation

affords realistic methods for controlling the level of
store inventories. Prcperly controlled inventoriles are
advantageous for several reasons; these are:

1. Inventory control holds caplital investment in
inventory to a minimum.

2. Ellminates or reduces waste, cost of handling,
spollage, storage, obsolesence, and taxes and
insurance on investment.

3. Reduces iInvestment 1n storage facllities.

4, Reduces the risk of theft.

5. Avolds losses from price declines.

6. Reduces the cost of taking ghysical inventories.

7. Permits better purchasing.l

An intimate knowledge of store inventories 1s gained

by management through the application of a space allocation

l3Ke11y and Brisco, op. cit., p. 299.
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plan. In turn, management may have a better'appreciation
of the importance of periodically reviewing inventory con-
ditions. ™"Space allocation is the best control of inventory

1
investment at the retail level."

Tends to mailntain full shelf appearance. Shelves

are easler to keep full when items are stocked in the
amount of space that has been dictated by fheir movement.
The 1tems will have a tendency to be stocked and purchased
at a more balanced rate. Shelves will contlnue to appeaf
more fully stocked after conslderable selling than they
would under conditions of poor allocation where some items
quickly receded from customer observation.

Progressive Grocer studies reveal that the effect

of mass always sells more product and that shelves which
are kept full can increase sales as much as twenty-two per

cent.15

Holds competitive position. The proper allocation

of space to each item may hold the price of all products
at a lower level to the consumer. Planned space allocation
increases sales and, normally, the increased sales are not

accompanied by a proportionate increase 1n store operating

14Statement by Albert E. Rains, Director of Grocery
Merchandising, The Kroger Co., May 23, 1958. Personal inter-
view, o

15Robert W. Mueller, et al., "Full Shelves Mean Full
Volume," Progressive Grocer, June, 1953, pp. 40-48.
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costs. If improper allocation 1s allowed to exist, unpro-
ductive items remain on the shelves and eventually the
price of many ltems may have to be raised to cover the

higher operation costs.

Identiflies non-productive items. Another function

of controlled space allocation 1s that it aids in iden-
tifying slow moving 1tems. Once these items have been
identifled they can be given addltional consideration and

a declslion made as to their value to the operation.

Why Is Space Allocation A Problem

In view of the fact that most organizations have at
thelir disposal the necessary facts to approach the Job of
space allocation methodically, the question exists as to
why space allocation 1s a problem. The fact that space
allocation 1s a problem, however, does not mean that oper-
ators fail to realize 1ts importance., Most authorities
believe operators realize that planned space allocation
can mean increased sales and gross margin. However, "the
Job of analyzing and interpreting these facts 1s colossal
and few dealers have the time, facilitles, or desire to

nl6

make such an analysis.

163, E. Kline
Key to Higher Sales,

35.

"Planned Grocery Space Allocation--

f Progressive Grocer, August, 1953, p.
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This fact 1s borne out by the Super Valu Study.
During the tweive week period in which sales were recorded,
over 200,000 International .Business Machlne cards repre-
senting case shipments from the warehouse, and over 75,000
involces containing records of merchandise delivered
directly to the stores were analyzed and coded into product
groups. Several million tabulations and calculations were
required to get the figures necessary to formulate the
report.17 _ .

The magnitude of the task of both recording and
analyzing all the figures necessary to perform this type
of study of space allocation 1s beyond the capabilities
of most organizationsf As a result, the burden of un-
covering the character and value of each of these 1tems to
the organization remains with individual store operators.

A change 1in consumer purchasing habits has further
added to the importance of space allocation and 1dentiflies
it as a sérious problem. The great majority of shoppers
no longer specifically plan the items they will purchase
at the store. This percentage of non-planners has in-
creased annually. One study conducted in 1954, revealed
that 70.8 per cent of the buying decisions were made in
the store, and the shopper averaged less than one and one-

half minutes of her total time in the store to select each

17Pr'ogressive Grocer, op. cit., p. S-1.
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item.18 These figures emphasize the importance of giving
each item suffilcient space to create the necessary desire
in the consumer to purchase.

The consumer further considers the supermarket as
a place where practically all her needs can be satisf‘ied.19
Because of thls, the supermarket operator has been induced
to carry a large varlety of products and to accept new
product lines. The demands of the consumer for variety,
new convenlences, and improved products has caused shelf
space to become precious; thereby placing a need for greater

emphasis on the careful apportioning of existing space.

Indicators of the Space Allocation Problem

The store manager can use various indicators to
determine when his grocery stocks are in a state of im-
balance. Many of these indicators function over a rela-
tively short cycle 1n time.

One short period indicator is the recurring "out-
of-stock" condition on various items, df an extremely unéven
stock on the shelves after a period of heavy traffic. In
theory, if every 1item in a section was allocated space

based on average movement, a week ofaverage sales on these

18E. I. du Pont de Nemours and Co., "Latest Facts
About Today's Shopper in Super Markets," 1957, p. 7 [booklet].

9. . Zimmerman, "The Coming Struggle for Power:
National vs Private Brands," A speech delivered at a meeting
of Merchandising Executives Club of Chicago, Inc., Chicago,
Illinois, February 20, 1956.
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items would end with the last customer taking the last
ltem from the shelf. This illustrates perfect allocation
of space and does not take 1nto'consideration any of the
.factors which go into successful merchandising, i.e., full
shelves, complete variety, or the effect of mass. However,
shelving which exhibits extreme penetration on some items
and an over-abundance of other items after a period of
heavy traffic certainly requires examination for possible
re-allocation of existing space between the various items.

Another short period indicator of poor shelf space
allocatlion might be the accumulation of stock in the
reserve storage area. An 1ltem which possesses more space
than 1s necessary to meet customer demand often causes the
transmission of exaggerated stock orders. The person for-
mulating the grocery order usually assumes that movement
of an item 1s somewhat related to the shelf space 1t con-
trols. The receipt of one order contalning several ex-
tremely slow moving items in excess of their actual movement,
can add conslderably to the congestlion of the reserve
storage area. In some instances several weeks may be needed
to relieve thils costly condition.

These problems are early indicators that 1ltem space
allocation should be reviewed. The more serious Indicators
willl appear ‘and reappear on the organization's operating
statement in the form Sf reduced net profit and, conse-

quently, lower return on investment.
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Summary and Conclusions

The many advantages of planned space allocation
appear throughout this study. It 1s difficult to bring all
the advantages into one central area without becoming some-
what repetitious. The advantages mentloned are the maJjor
contributions planned space allocation can make.

Planned allocation of space to grocery items will
increase turnover, thereby causing the organization to
realize the.highest possible gross margin per linear foot
of shelf space and/or per square foot of floor space; with
a minimum of labor expense.

The obJject of any business 1s to make a profit and
not necessarily to increase turnover. Turnover 1s not an
end 1n 1tself and by no means is it an automatic control
which can be arbitrarily imposed. However, through sound
methods of inventory control, sales can be increased and,
consequently the advantages of high stock turnover realized
by the organization.

Space allocation which 1ogigally Gistributes shelf
space to the various grocery items according to their
merit 1s constantly increasing in importance. Competition
in the retail food distribution industry 1s increasing in
intensity. It 1s no longer possible to depend upon product
mass or price alone to move the many grocery products.

The 1mportance and advantages of planned space allo-

cation 1n the grocery department 1ndicates the necessity
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for further exploration in thils area.

Planned space allocation may result in a reduction
of lost sales from out-of-stock conditions, increase profit,
increase efficiency, improve product rotation, and lower
the investment 1n stock inventorilies. These results come
from maximizing sales under self-service conditions and

balancing inventorles in relatlon to sales.



CHAPTER III
CONSIDERATIONS AFFECTING PLANNED SPACE ALLOCATION

Certaln considerations precece the formulatlon or
utilization of any plan designed to improve the allocation
of space to items within the grocery department. These
conslderations are mainly policy decislons affecting both
store operations and merchandising customs of the organ-
izatlon. .

Among the first considerations of management 1s the
establishment of a goal to be achieved through planned
space allocation. Executive management's goal 1s to in-
crease sales and lower operating costs. This goal, however,
1s too broad to motivate store personnel. Store managers
should be given intermediate goals more closely associated
with actual store operations. These goals aid in galning
store manager acceptance of the space allocation plan.

Some intermediate goals may be improvement of store appear-
ance, lmprovement of 1tém facings, improvement of product
rotation, reduction of stock inventory, and work simplifi-
cation.

Communication of the plan to store level management
1s another important consideration. Fallure to chose the

right communication method could result in fallure for any
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plan. The most direct method of communication usually
meets with greatest success. Presentation and explanation
of the plan by executive management may succeed in stim-
ulating store manager interest and support; whereas pres-
entation through channels can reduce interest to a point
of indifference.

The complete acceptance of a space allocation plan by
store personnel 1is very difficult to achleve. Execu-
tive management can enhance the plan's chances of
success by direct communication with the store manager,
explaining what the plan can contribute to him as an
individual;i.e., promotions, raises, prestige, et
cetera.l
Store managers may need additlonal authority 1f they
are to operate their stofés as 1ndividual enterprises.
Executlve management should realize the importance of this
possibility when differences 1in item movement between the
various stores‘are considered. To establlish a pattern in
one store that wlll allocate the needed space to each 1tem
in every other store is 1mpossible. Since the store
manager ascertains the movement of items in his store, the
success or fallure of the plan 1s dependent upon him.
Store managers need sufficient authority to make adjust-
ments in the items stocked in theilr stores. Inflexible
policies are created when higher management trles to con-

trol every activity of the store manager; this may hinder

successful application of the plan.

lStatement by J. M. Mullen, The Kroger Co., May 23,
1958. Personal interview.
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