Home Centers - Hardware Stores
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Ok, here's how home centers operate.

They sell lumber, paints, tools, hardware, plumbing, and electrical parts. Some also sell gardening and landscaping supplies. Hardware stores don't sell lumber. Some stores only sell paints.

A typical home center has $3 million in annual revenue, 10 employees, and 30,000 square feet of space.

They carry about 30,000 products, bought from hundreds of manufacturers and distributors. Inventories are large, equal to 80 days of sales early in the year, less as the year goes by.

Customers are home owners, who are called do-it-yourselfers - DIY, and trade contractors, remodelers, and repair men. Many homeowners rely on their staff for advice. Computers are heavily used to track inventory and to identify fast and slow-selling items.

Here are some strategic things you should know.

Home Depot and Lowes are the giants of the industry, and operate stores of 100,000 square feet and more. They offer a larger selection at lower prices than hardware stores, but don't carry higher-quality or specialty items.

Home centers depend heavily on the construction industry. During the recession, home center sales fell 30 percent.

They compete with lumber yards and with local distributors of plumbing and electrical parts. Because of their buying power and large selection, they've put many hardware store out of business. In response, small hardware stores have joined buying cooperatives like Tru-Valu.

Because they already have relationships with hundreds of suppliers, many home centers operate websites where customers can order items not found in their store, either for pick-up at the store or direct delivery.
Here are some good talking points.
How large is their store, in square feet? How many other stores do they have?

What are their largest selling categories of goods?

How many items do they carry?

How large an inventory do they carry, in days sales? How does that change during the year?

How many suppliers do they deal with?

How much of their revenue comes from do-it-yourself home owners?

How much were they affected by the recession?

And finally, how do they see their business changing in the future?

Now, you're ready.

