
An approach to build a 
business case for business case for 

Merchandise Optimization



Roadmap to implement 
merchandise optimization

 Define Scope
2 days

Proof of 
Concept

3 to 6 months

Pilot Project
3 to 6 months

Execute a Test. 
Fund the implementation.

Implement 
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Document Current 
Processes

4 weeks

Define 
Requirements

4-8 weeks

Implement 
Change

3-6 months

Little p ...
 process

Little o ... 
organization

Little t ... 
technology

Within 12 to 18 
months... 
increase 

shareholdervalue



Makeplain Pilot 
Solution Objective

• To validate that merchandise 
optimization will generate 
measurable results without investing 
in the operational solution first

• To generate operational solution 
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• To generate operational solution 
requirements
– Process, Organization and Technology

– Size of investment required to generate 
returns



Two Parallel 
Activities

• Technology
– Use your transaction data to build required 

merchandise optimization analytics

• Business Process
– To understand how you currently execute your 

merchandising processes
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merchandising processes

• What are the processes?

• How the processes interact with technology and 
information?

• How performance is currently measured?

• Who is responsible for the different processes?



Major Deliverables

• Merchandise Optimization Recommendations
– Based on the analytic results we will recommend some 

inventory or pricing actions

– We will deliver recommendations that you are able to 
action because we understand your current internal 
workflow

• Tangible Business Case
– We will assist you to set up a test to measure the 
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– We will assist you to set up a test to measure the 
performance of our recommended actions

– We will assist you to measure, interpret and explain 
results

• Operational Solution Requirements
– We will generate a requirements document, both 

business and technical, that you can use to 
design/select an operational merchandising 
application solution 



Merchandising 
Process

Forecast 
Demand

Buy 
Merchandise

Allocate 
Merchandise

Price 
Merchandise

Track Sales, Adjust    Adjust 

�By Region

�By Store

Plan

Replenish
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Track Sales, 
Demand & 
Inventory

Adjust    
Price

Adjust 
Inventory

Promote 
Merchandise

Clear 
Inventory

�By Store

�By Category

�By SKU

Replenish

Promote

Makeplain Analytic 
Solution Components



Our Approach

Define POC 
Scope

Define Product Category/SKU

Define Region/Stores

Define Banner

Map the 
Current 

Processes

Assess the 

Receive 
Detailed Data

Build 

7

Assess the 
Current 

Capability

Build 
Optimization 

Models

Define Pricing 
or Markdown 

Test Promotion

Measure 
Results

Deliverables:

Solution requirements

Tangible Business Case



Demand 
Forecasting

• Two Classes of Products
– Stable products with long-term and 

predictable sales and demand history

• Predictive Modeling to forecast demand with 
update based on early sales
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update based on early sales

– Short-life cycle products with unknown 
demand

• Probabilistic approach to forecast demand 
with update based on early sales



Price Merchandise

• Two Pricing Methodologies

– EDLP (every day low price)
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– HLP (high-low price)


