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VALIDATINGA DAIRY TRAININGPROGRAM

by
William A. Thomas

Cooperative Extension Service
University of Georgia

Early researchers developed tech-
niques and principles of merchandising
the dairy case to increase sales and
profitability of the total dairy depart-
ment. (1,2,3) Since that time, process-
ors, wholesalers, commodity groups and
others have incorporated these principles
into company training programs.

Commonly accepted strategic mer-
chandising principles:

1. Departmentalize - Group logical items
together, to enhance sales by facilitat-
ing shopping convenience.

2. Disperse Volume Items - By strategic-
ally locating high volume items, the cus-
tomer will shop the full length of the
case. In addition, sales of impulse
items can be increased if merchandised
near high volume items.

3. Display Vertically - Not only is such
a display more attractive, but it en-
hances consumer shopping of each section.

4. Break-up Display Lines - This en-
courages vertical shopper eye movement
and complete shopping of the case.

5. Space Allocation - High volume items
are alloted sufficient space to maximize
performance while the space allocated to
slow moving items is reduced or the
items are eliminated. Such a procedure
will:

- reduce inventory investment
- reduce the amount of labor required

to stock case

- reduce out-of-stock
- increase sales
- increase gross margin contribution

These techniques sound logical to
top management, but store level person-
nel, the dairy case manager, believes
that his or her case is a little dif-
ferent, and that these principles that
were developed in other parts of the
country do not apply in my store.

The T. J. Morris Company, an IGA
wholesaler in South Georgia, was faced
with just such a problem, They reques-
ted that the Extension Marketing Depart-
ment of the University of Georgia parti-
cipate in their series of training pro-
grams and assist in the development of
a comprehensive training program for
store managers and dairy department man-
agers. They requested the training pro-
gram be validated in order to prove that
the concepts taught would work in their
stores. Therefore, with the assistance
of T. J. Morris’s Training Director, Ken
NeSmith, a two store test was designed.
One store with 8,000 square feet and a
28 foot air curtain dairy case, was
selected because it was typical of the
IGA stores in the area. The second store
was a 12,000 square foot contract store
with a 65 foot air curtain case. A
third store was selected as a control
store.

During the month of January, a
complete computer analysis of the dairy
cases in the three stores was conducted.
This entailed studying the space
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allocation, product movement, and product
profitability during a four week period.
Following the completion of the “before”
study, the following recommendations were
made for the two test stores.

Test Store 1, the smaller IGA store,
needed improvement in all five areas
mentioned above. The primary change was
to relocate milk and eggs, the number one
and two sellers, on opposite ends of the
case. This separation facilitated the
vertical merchandising of product groups
along with departmentalization and break-
ing-up the lines between product groups.
The second major emphasis was space al-
location. From the analysis, it was
determined that there were two major
problems with space allocation, first
there was excessive product duplication
and therefore, a notably large invest-
ment in inventory of cultured cheeses,

and miscellaneous product groups. At
the same time, the fast movers, milk,
eggs, margarine/butter and biscuits were
underspaced and were experiencing num-
erous stock-outs and resulting in loss of
sales. Not all stock-outs due to the
products being underspace; ineffective
departmentalization and organization with-
in product groups contributed to reorder-
ing problems and caused some stock-outs.

Ten unprofitable items were deleted
with the facings of most other products
adjusted according to the computer anal-
ysis. Other unprofitable items were re-
tained in order to assure minimum product
variety.

Test Store 2, the 12,000 square foot
store, had a full time dairy case manager
and was departmentalized with adequate
vertical displays and inventory control.
In this store, the main problem was that
the egg and milk sections were adjacent
and resulted in considerable congestion
in the traffic flow while leaving a large
section of the case without sufficient
product impact to encourage customers to
shop the full length of the case. As a

result of the study, volume product
groups were separated, a number of items
were eliminated and space was reallocated
to give adequate space to demand items.

After the two test stores were re-
merchandized, another analysis of the
departments was conducted. The control
store validated the experiment by show-
ing no significant change in the overall
level of spending for dairy products
over the period. Sales in the control
store increased by $4 per week or .1
percent between the two test periods.

Test Store 1 showed a $444 increase
in sales and $70 increase in Gross Mar-
gin Dollars, Table 1. This 16.8 percent
increase in sales came from all product
groups with the exception of the miscel-
laneous group. The largest increase in
sales was eggs and milk products. In
general, sales were increased along the
full vertical and horizontal length of
the case,

The gross margin dollars increased
in spite of a decline in the average
gross margin from 20.3 to 19.6 percent.
This was partly due to the change in the
product mix and partly due to the stores
exogenous pricing strategy. Along with
his 16.8 percent increase in sales and
13.1 percent increase in gross margin
dollars, there was also an increase in
weekly inventory turns of 10 percent in
spite of a 15 percent increase in inven-
tory investment.

Test Store 2 was a more dramatic
test. Because of the overall good condi-
tion of the case at the beginning of the
test, we were not certain that a signifi-
cant improvement could be obtained. The
results of the test, however, clearly
demonstrated a $658 increase in sales
and a $165 increase in gross margin
dollars, Table 2. There was a very sig-
nificant increase, $900, in fluid milk
sales along with increases in sales of
cultured products and eggs. The other
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product groups showed a decrease in sales
due to discontinuing the special deals
offered during the second test period.
For example, the sales of biscuits de-
clined by $94 while the gross margin gen-
erated from those reduced sales increased
by $12. Overall, the gross margin in-
creased by ,6 percent.

In the first test store, a major
improvement was made in the distribution
of sales throughout the case both vertic-
ally and horizontally. The department
was already averaging 57 inventory terms
per year and this was not increased,
However, the average dollar inventory in-
vestment was reduced and gross dollar
return on inventory investment was in-
creased by 2.3 percent.

One interesting sidelight to the
study was that at times there were mis-
takes in the price marking of some of
the products, for example some cheese
loaves were priced 22 percent below
cost. The most critical factor was not
the pricing mistake but that the stock-
ing and pricing was not done correctly
and that the mistakes were perpetuated.

The test was a success. Dairy
department sales and profitability can
be increased through Strategic Merchan-
dising and the concept works in all
stores, new and old, large or small,
well managed or not. The major success
however, was not the test itself, but
the training program that was based on
the test.

The training program was centered
around the store and dairy department
management team. If both the decision
maker and the action person do not under-
stand what each other are trying to do
and are not supportive, then very little
is accomplished. Forty management teams
attended the two seminars that were part
of the T. J. Morris training program.
Follow-up demonstrated that the dairy
cases in several stores were completely
reset with all stores implementing at
least some of the strategies set forth
during the seminars,

1.

2,

3.
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TAsLE 1
DAIRY DEPARTttOIT

PRODUCT PERFORtlANCE TSST STORE 1

PCT. DEPT. SALES
BEFORE APTER CHANGE
52.4 50.4 -2.0
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-/,
-lo
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TASLE 2
DAIRY DSPARTI’O?NT

PRODUH PERFORMANCETEST HORS 2

Pm. DEPT. SALES Pm. GRoSS KARGP4
BEF07C?,AFTER CHANGE BEFORE AFTER CHANGE
30.8 38.S +S 16.9 14.5 -2,4
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