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Section 7

Perspectives on Category 
Management – Retail and Supplier

Section 7 will focus on the various aspects 
of “Supplier” Based Category Management 
in the retail food channel. At the outset, it is 
important to note that in all major and regional 
retail food chains, the management of product 
categories at retail has evolved from being 
supplier controlled and driven, to becoming 
a numeric driven exercise controlled by the 
retailer that is based on gross margin return on 
investment (GMROI), gross profit per square 
foot, sales per square foot and inventory 
turns. This information is used in conjunction 
with information on food trends, competitor’s 
actions in the market and the retailer’s strategic 
direction to plan the merchandise and sales 
directions of a category of products such 
as soup, cookies, grocery products, bakery 
products, heath food products etc.

Supplier input is usually limited to providing 
the retailer with category information, stocking 
plans, new product opportunity plans, margin 
opportunity plans, promotional plans, and 
category realignment strategies. 

Category Planograms

Category planograms are now developed by 
contract planogram specialists for all major 
food retailers. The planogram spells out in 
precise detail where every product will be 
placed on the shelf in a store for each size 
of store (by volume and square footage) and 
banner in a chain. The planogram is developed 
on a category basis for each square foot of 
retail space. It will identify many stock keeping 
units (SKUs) will be stocked by brand and how 
many “facings” will be stocked per sku.

The planogram also identifies how many stock 
turns (turns or spins) are planned per sku 
per annum, planned gross sales per square 
foot, and gross profit per square foot. This 
tool is also used to measure a products sales 
performance against the plan. This information 
is used by category managers or buyers to 
determine if a product should be allocated 
more shelf space or even be de-listed. A good 
example of a planogram can be seen in the 
cookie aisle, the chip aisle and the cereal aisle 
of any major retailer that sells food products. 
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Major suppliers can, on occasion, have limited 
input into the development of a planogram for 
each category but small and medium vendors 
usually have no input. It is not unusual for major 
retailers to contract out the development of a 
planogram to an outside firm.

At the independent food retailer level, category 
management is usually less formal than the 
majors but of equally critical importance to 
the success of any food product at retail. The 
supplier can have significantly more input into 
category planning and management with an 
independent food retailer than with a large 
independent, regional, or national chain. 

What Are the Objectives of “Supplier” 
Based Category Management? 

Supplier based Category Management has four 
principle objectives, each of which can be critical 
to the success of a food company’s products at 
retail. These objectives may appear obvious on 
the surface but many food companies lose sight 
of objective 2, 3 and 4 after achieving their first 
objective which is to obtain the first order and get 
placement on the shelf. 

The objectives are:

1. To get food products listed for sale, then 
purchased by food retail stores

2. To expand the number of SKUs and the 
number of facings per SKU in each retail 
location

3. To maintain a presence on the shelf and 
not lose “real estate” to a competitor

4. To become a value chain partner rather 
than simply a vendor with all retail 
customers

Why is Supplier Category 
Management Needed?

There are several reasons why 90% of new food 
products fail to gain traction at retail. One main 
reason for failure is that there is often a lack of 
understanding by new and even experienced 
food companies on the necessity of constantly 
working to “differentiate” their products from 
their competitors. The lack of ability to stake 
out a value position in the consumers mind 
leads to a lack of perceived value in the 
product by the consumer where the perceived 
value (product benefits) is less than the retail 
price. Category management can assist your 
company in developing a product’s key points 
of differentiation and thereby increase each 
products value. 

The second important reason is a lack of 
distribution. Companies often lose focus on 
the necessity of working diligently to expand 
the number of SKUs and the number of 
facings per SKU in their current customers 
while simultaneously protecting their “share of 
stomach”. In many cases, these companies 
remain a vendor in a retailers supply chain 
rather than becoming a partner in a retailer’s 
value chain. Supply chain vendors are often 
considerably more vulnerable to having 
products de-listed than value chain partners 2
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because the relationship in a supply chain is 
based strictly on a purchase order. However, 
to become a value chain partner takes a 
considerable amount of time and commitment 
of a company’s human and financial resources.

How to Accomplish the 
Objectives

In order to achieve all the 
objectives, it will be necessary 
to have a working knowledge 
of the basic fundamentals 
of Supplier Category Management. There 
are three effective and inexpensive ways 
of accomplishing the objectives but they 
require retail knowledge, time, and a thorough 
understanding of a product’s costs and 
margin objectives. While retail knowledge 
can be acquired, the time commitment by 
managers and staff to regularly pursue all of 
the objectives is often very difficult to free up. 
Equally important, many companies struggle 
to understand their true product costs. This 
section will focus on the retail knowledge and 
future segments will focus on understanding 
your product’s costs and its implications for 
retail pricing and sales. 

Retail Knowledge – More Than 
Systems and Procedures

Retail knowledge is more than knowledge on 
how to run a store or the logistics of servicing a 
retail account. It is different from knowing about 
the physical layouts of stores and how systems 
of various retailers operate. Retail knowledge, 
is about understanding the dynamics of an 
ever changing and evolving retail environment 
and how each company’s products fit into that 
environment. It is about understanding consumer 
trends and how retailers are reacting to those 
trends. It is about understanding how to use 
the information to position a product in both the 

consumer’s and retailer’s 
minds eye. It entails looking 
at the wide range of retail 
stores that sell food products 
through a new lens.

The retail food environment 
in Canada is in a state 
of continuous transition. 
Retailers are adding stores, 
closing stores, retrofitting 
stores and launching new 
banners targeted at specific 

consumers. There are new entrants such as 
Target and the exit of retailers such as Zellers. 
Successfully positioning a new or existing food 
product in this environment requires knowledge 
about the correct environment for the product, 
trends, price points, packaging and logistics. 

Where Is the Information and What Do 
You Need to Know?

The initial retail information required for Supplier 
Category Management can be obtained by 
simply walking into a number of retail stores 
that have been targeted for possible distribution 
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and making notes on the operation. Retail 
knowledge is a result of the application of that 
information in a manner that assists a company 
in accomplishing their objectives. 

The next sections will focus on the following 
areas that will provide an outline of the types 
of information that is necessary to develop the 
basics of Supplier Category Management.

1. Reading the Store – 
general retail price points, 
position in the market, 
type and nature of lighting, 
fixtures, merchandising 
and housekeeping

2. Reading the Shelf – how 
to read a grocery shelf, cooler or freezer. 
Price point analysis, segmentation (how 
many products, how many brands, types 
of products, price point ranges) by store 
type and segment

3. Shelf Analysis – how to assess the 
shelf information in order to create 
opportunities for the company’s entry 
into the selected category. Competitive 
pricing, and product positioning, will 
be the objective to create “holes in the 
assortment” into which a product could 
be positioned.

4. Category Plan - how to use the 
information from store checks and price 
checks to develop a Category Plan 
for a product that includes location for 
a product in the store, on which shelf 
the product could be placed, in which 
department or aisle the product will be 
most successful, suggested retail price 
points, and a promotion plan to assist in 
the “pull” off the shelf. 

Reading the Store 

Walking into a retail food store such as 
Safeway, Sobeys, Metro or a general 
merchandise store that sells food such as 
Walmart, Giant Tiger, or even a corner grocery 
store can be an exciting adventure in the 
field of merchandising strategy, store layout, 
fixturing, and logistics. Each retail outlet has 

a distinct personality and even 
chain stores reflect the outlets 
management practices. The product 
needs of the local community, and 
the effectiveness of the company’s 
supply chain will determine the 
current advertising and promotion 
strategy, the customer retention 
practices, and a host of other items. 

When first walking into a store, stop in the 
entrance way and let the overall impression 
of the store hit you. The smell (bakery, 
vegetables, roast chicken, flowers, deli), the 
lighting levels (the brighter the lights the lower 
the prices), store fixtures, (the higher the fixture 
the lower the price) and housekeeping (are the 
floors clean for the season, do you smell old 
vegetables, are shopping carts rusty or new). 
The overall impression will speak to general 
price point expectations in the store though that 
is usually given away by the store name such 
No Frills, Price Chopper or Sobeys.

Walk through the store and note the state of 
merchandise on the shelf given the day of the 
week. On Fridays 
the shelves should 
be full but there 
will be holes and 
stock outs on 
Monday or even 
Tuesday. Look for 
the “stock outs” or 
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holes on the shelf, old or shop worn inventory 
(dust on the products). Make note of the 
staffing levels, are they in uniform? Are their 
clothes clean? Are they talking together?  Or, 
are they filling shelves, fixing displays, cleaning 
up or helping customers. A good test is the 
coffee aisle and bulk food area as they are 
areas of frequent spills.   

Check the fixtures. Are they clean, rusty, or 
painted? Is the wood clean or stained? Are the 
shelf “tags” or prices easy to read and are the 
tags in the right spot for the merchandise. How 
high are the shelves and is the product on the 
highest shelf easy to reach. 

The fresh dairy counter is usually a good 
indication of the condition of a store. Lift the 
products on the bottom shelf and look under 
them. Is the smell rancid, the floor area dirty or 
is it clean? Do the fixtures make a noise? Stick 
your hand in and feel the temperature, is it cold 
or only cool?

Check the bakery, if there is one, and see if 
the trays are clean? Observe the staff, are they 
wearing clean smocks and hair nets? Check 
the meat counter for temperature and old 
product. Look for staff wearing hair nets and 

gloves to serve deli and meat products. 

What is the service like at check out? Is it 
friendly or are the customers ignored and 
treated as if they are only being “permitted 
to shop in the store”. What is the overall 
ambiance in the store? Is it a good shopping 
experience or is it just tolerable. How wide 
are the aisles? It is important to remember 
that there is a correlation between store 
presentation, product selection, store services 
and average retail price point.  However, 
there is no correlation between average retail 
price and bad management, rude staff, poor 
housekeeping and empty shelves. 

There is a lot to observe in a store and we 
have just touched on some of the basics. Part 
of reading the store is to determine if the store 
is the correct fit for a company’s product. The 
fit can be average retail price point, do they 
stock products in the category, image, service 
levels, type of customer, location and store 
initiatives. 

It is useful to make notes on the stores and 
use the internet to gather information on 
stores in the immediate vicinity. Take one day 
and visit 10 to 12 stores. The total number of 

impressions may be a little overwhelming 
but it is a very good exercise to learn what 
to look for in a store. You will never go into 
a food store again without going through 
the process of reading the store. 

Reading the Shelf 

Reading the shelf is both an art and a 
science. The shelf is the primary retail 
area in a retail food store and it provides a 
wealth of information on the operation and 
objectives of the store. The shelf speaks 
to the merchandising strategy, category 
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planning, point of sale requirements, store 
initiatives, promotions, margin requirements, 
types of suppliers, pricing strategy, private label 
strategy and distribution effectiveness of the 
total chain or store. 

Most shelves are divided into four sections and 
can range from four feet to six feet in height. 
The shelf can be made of any material but is 
usually metal and is designed to be cleaned 
easily and moved quickly or “relined” when 
necessary. The shelf will always have a plastic 
holder for the price tags or shelf talkers and 
is designed to carry several hundred 
pounds in weight. Have you ever seen 
people virtually climbing the shelf to get 
at a product? 

To start the reading experience, pick a 
shelf that has products that are similar to 
your own. For example, if your company 
sells rhubarb jam; stand back one full 
step and look at the assortment of  jams and 
spreads on the shelf. Most shoppers will be 
within one full step of the shelf while they 
look for products. Also, be aware that most 
shoppers see 25% of the products that are on 
the shelf at any one time. What is your overall 
impression? What products stand out and 
why? Look very carefully at the “assortment” in 
order to do a “shelf audit.” 

The shelf audit will include the names and 
number of branded and private label products 
by flavour or type and the price point of each 
product. A cell phone camera is useful for this 
exercise and with the cell phone you can send 
yourself an e-mail with all the information.  The 
next step is to determine the number of facings 
each SKU (stock keeping unit) has on the 
shelf. One SKU of jam could be XYZ brand of 
strawberry jam in a 350ml size. Another SKU 
could be the same jam by the same company 
in a 500ml size. The number of facings are the 

number of one SKU that are virtually facing you 
on the shelf. For example, if the XYZ brand 
of strawberry jam in a 350 ml size has three 
rows facing you across the shelf then the one 
SKU has three facings. The objective for each 
company is to try to get as many SKUs and as 
many facings per SKU as possible on the shelf. 
Remember, retail is all about real estate. 

The next part of the audit is to note the retail 
price point for each SKU, by brand. In many 
cases there is good, better, best shelf strategy. 
One brand is used for an “opening price point” 
and another brand is used as better product 
with mid range pricing. The best product may 
be a premium or unique product that has 
a lower volume and high retail price point. 
Note the price point positioning of the private 
label or house brand on the shelf. It may not 
be the opening price point product, such as 
President’s Choice or it may be a No Name 
product with an every day low price (EDLP) 
position. 

Often premium brands are stocked in order 
to provide a “value proposition” for the house 
brand product. In order to get a reasonable 
reflection of sales, measure the shelf space by 
brand, by SKU, by price point. Put information 
into a line drawing of the shelf and you have 
the basis of a “planogram”.
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Note on your drawing where the products are 
positioned on the shelf, (remember we read 
English and French from left to right) how much 
real estate and the number of facings that 
have allocated to each SKU. It is very useful to 
complete the same exercise for 10 or 12 different 
targeted stores. You will have a very good idea 
of the pricing strategy for different retailers, the 
price point ranges and the price competitiveness 
of the jam category, how the products are being 
promoted. What happens when the product 
goes on sale (ask the people stocking the shelf 
if possible) the range of flavours (or types of 
product) in the category, the total number of 
SKUs in the category, the types, sizes and 
shapes of containers used and the percentage 
of sales of each flavour based on shelf space. 
You can even audit the ingredients of the various 
jams. An ingredient survey can be very revealing 
as to the costing on the products and is useful
to help determine your product’s positioning. 

The shelf audit is also a useful tool for 
determining the positioning and points of 
differentiation of each type of jam product. As 
is the case with many packaged goods, the 
positioning and differentiation messages are 
communicated through the label and the type of 
container. The amount and types of information 
that can be extracted from a shelf audit is critical 
to developing a new products retail position. 

It is important to check the complete store to 
make sure that the products that you are auditing 
are not sold in various areas in the store. For 
example, many organic products are sold in two 
areas in the store, baked goods such as French 
bread are usually sold in two or three areas; 
juices and drinks may be sold in three or four 
areas in the store. The price points are the same 
throughout the store as most retail system can 
only handle one price per UPC number. 

Shelf Analysis

A shelf analysis is the process of taking the 
data collected in the store audits and turning 
that data into useful information. There are 
numerous ways of plotting and interpreting the 
data obtained in the audit; however, for the 
purposes of this section we will focus on the two 
most important, pricing and assortment. 

 
Pricing 

Sort the data by company, container size, 
flavour, price and store. This information is key 
for determining the “retail range” of products in 
the category, the average retail price by size and 
flavour, the competitiveness of the category and 
range of competitive products. 

This data will also identify the position of each 
brand in the category. The pricing combined with 
an ingredient and label audit, can reveal a great 
deal about a brand’s position in the market. 

Each brand’s pricing strategy will also become 
more apparent from the data. Line pricing 
strategies (where a brand’s products in a size 
range are priced at the same retail), premium 
pricing strategies (where new flavours or 
enhanced products are priced at a premium), 
everyday low price strategies or market capture 
strategies. These strategies will be discussed in 
upcoming sections on pricing and costing. 

Retailer’s pricing strategies will also become 
apparent. In some instances, the data may 
reveal that a store that has been positioned as 
a “great value” store actually has higher prices 
than other mid-range or even premium stores. 
This information will become critical in future 
meetings with the retailers when discussions 
focus on the positioning of your product at retail. 
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Assortment

Auditing the assortment is a tool that is used to look for “holes” in the product category in each store. 
A “hole” is an opportunity area for a new or existing product to be introduced into the assortment. 

The hole can be in price point, flavour profile, package size, package type, consumer trend (health, 
convenience, social, indulgence/premium), distribution (stores not carrying a product that is turning 
well in other stores in the area or in the same chain). The hole can be for a local product or for 
certification (kosher, Halal, ISO, HACCP, organic), or for a green product.

The objective is to find that opportunity area 
that your product fills. It is rare that you will not 
find a hole in the assortment. In some cases 
the product will cover several holes and even 
result in a replacement of several products 
with one product. 

A classic hole in the assortment was the 
introduction of flavoured water in the bottled 
water category. Another hole in the assortment 
was small (125ml) yogurt servings for children, 
organic frozen pizza, fibre enriched cereal, 
omega-3 products and functional foods in 
general. 

Section 7

The following is a typical first sort of the data.
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Brand Name Product Container  Product Retail   Retail Price  Retailer
 Description Type Size Price Per Gram Name
   (Grams)

Brand A Strawberry Jam Plastic Jar 250 $2.89 $0.116 Company A

Brand B Strawberry Jam Glass Jar 250 $2.99 $0.120 Company B

Brand C Strawberry Jam Plastic Jar 250 $3.19 $0.128 Company C

Brand A Strawberry Jam Plastic 250 $3.25 $0.130 Company D
  Squeeze Jar

Brand B Organic Glass Jar 250 $3.75 $0.150 Company A
 Strawberry Jam 
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Flavoured mustards are another example of 
companies finding holes in the assortment. 
Store audits revealed that most stores carried 
only French’s and Dijon mustard. New mustards 
were introduced to appeal to a consumer 
trend for indulgent tastes. Price point analysis 
indicated that the products could be very 
profitable. The products were introduced and 
have become very successful. 

Developing a Supplier Category Plan

Most food companies introduce a “family” of 
products into the market. Retailers prefer to 
review a family rather than a single “item”. 
Experience has taught them that a single 
SKU can get lost in the assortment unless the 
retailer stocks many facings of the product. 
The soft drink category is an example of this 
thought process, few SKUs but many facings. 
The premium soup category is the opposite; 
many SKUs but only one facing per SKU. Both 
examples show how a family can be created at 
retail. 

Dovetail Your Plan 

A supplier’s category plan must dovetail into the 
retailer’s assortment and product layout on the 
shelf. It is doubtful that most retailers will create 
a new layout plan just for your product. This 
process is particularly useful for independent 
stores who may not have the luxury of a 
planogram for each category of products.

What’s In the Plan? 

The plan will include recommended products 
for the store, the rationale behind the 
recommendation (the hole in the assortment), 
retail price point targets, planned annual or 
seasonal stock turns and planned annual 
margins on the product. The plan should also 
include recommendations for shelf placement, 
locations in the store if more than one location 
can be justified for test purposes. For example, 
a green product may be on display in two or 
three areas in the store depending on the store 
initiatives.

An important part of the plan will be the “pull” off 
the shelf. Advertising, flyers, website marketing, 
social network marketing, in store displays and 
in store taste testing are important features 
of this plan. The plan will also include in store 
promotions such “BOGO” (buy one get one), half 
price or 30% off. 

How Does It Work

The plan is the starting point for the discussion 
on shelf management. Shelf management is 
based on the premise that a supplier can impact 
the product placement on the shelf, fill in the 
holes with product from the backroom, talk to the 
staff or owners about the product and keep the 
assortment fresh with clean product. Keeping 
the assortment fresh will entail facing the product 
(labels facing out), or false fronting if inventory 
is low (all inventory to the front of the shelf) in 
order to maintain a shelf presence. In effect, you 
are detailing your product in the store at every 
opportunity. 

The implementation of the plan will take 
resources. Resources are usually very limited in 
small companies but the investment in time in a 
limited number of key stores will pay dividends. 
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Industry. 
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Grocery Retail Industry and how to tap into business opportunities within it. ACS has engaged Ackerman 
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