HNN BRIEFING

02

Woodend Hardware
a regional jewel

Located to the north and a little
west of Melbourne, the Shire of Macedon Ranges has been ranked as one
of the most liveable area in the state
of Victoria. Woodend, which is one
of its regional centres, is less than an
hour’s drive from the state capital in
weekend traffic. With a population of
around 8500, it’s a pleasant regional
town, with wide streets and a relaxed,
leisurely pace.
Woodend is also home to one of
hardware retailing’s regional success
stories, Woodend Hardware. Located
in a small shopping centre along the
town’s main throughway, High Street,
and nestled next to the town’s Kmart
K-hub, the store is one of those rare
regional jewels of a store. It’s the end
result of decades (over a half-century, in fact) of experience in hardware
retail and hard work by the Paterson
family’s patriarch, Robert (Rob), and
the manager of the Woodend store,
his son Steven.
The first thing that hits you as you
enter the store is just how clean and
crisp it feels. Brightly lit (another

store to newly convert to LEDs) with
a general blue and white theme, the
store features low-rise shelving, giving
it a generous, open feel. The main
floor area is anchored at the back by
a large Haymes Paint in-store sign
(newly installed the day before HNN
visited), with long aisles stretching
towards the main entrance. The store
is stocked comprehensively, but not
crowded, and there is evident care
taken in what has made it onto those
shelves.
As any retailer would tell, none of
this has happened by accident. When
HNN commented on that bright
cleanliness after we entered the store,
Rob’s eyes lit up a little. As it turned
out, the cleanliness and brightly lit
space form part of the simple mantra
that Rob sees as the key to success
for any hardware store: clean, bright,
good stock and good staff, is how that
might be summed up. As Rob tells us:
Over the period of 60 odd years
that I’ve been in hardware retail,
really the basics have never
changed. Really neat, clean. well

presented.
It’s just good management. I
mean, if you say these are the
rules, clean, tidy, clean floors,
plenty of lighting. When I walk
into a store, I look at the floor.
Then I look at the lighting. Those
are the first two things I do.

Steven is quick to make the point
the store is also an important part of
the town’s community:
The low shelves, so you can see,
customers can see each other
when they come in here. And it
makes it easier for the staff as
well, to interact with customers.

The paint display is new, because
the store has shifted away from being
part of Mitre 10, and embraced being
a Hardware & Building Trades (HBT)
store, a path it started down in 2018.
Steven is very happy with the shift to
Haymes.
When we moved out of Mitre
10, we weren’t allowed to have
Accent. Accent is [made by]
Dulux, so we got rid of both of
those, and put in the full range of
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Haymes. The response has been
very good.

One big advantage of Haymes,
especially in a regional centre, is that
it is an all-Australian company, a point
that Rob takes up.
Customers are always saying,
you know, they want to support
Australian workers. And they
want to support Australian-made
products from Australian-owned
companies.

That category no longer includes
Dulux and its Accent brand, of course,
as Dulux is now owned by Nippon
Paint, based in Japan.

ORIGINS

While Woodend Hardware today
is a medium-large store, when Rob
first opened up in the town he had
much smaller premises. Back in 1988,
the hardware store was housed in
a small space that is today home to
Riverwood Accountants, sandwiched
between The Woodend Fruit Market
and a Vespa retailer.
It wasn’t a location that Rob discovered for himself. The first hardware
store he opened in the Macedon
Ranges area was in Gisborne, a town
about 15 minutes south of Woodend
on the road to Melbourne, in 1984.
The idea for the hardware store in
Woodend was down to a local real
estate agent, as he tells it:
What happened was the local

real estate agent came to us one
day and said, “Look, Rob, I’ve got
an offer to make you”. And I said,
“What is it?”. And he said, “Oh,
I’ve got a hardware store for sale
up in Woodend”. And I thought,
oh Christ we are just building up
Gisborne...
Anyway, I came up and had a
look, and the price was very
cheap, and I thought, well, let’s
go for it. So that’s when we came
up here to the little store across
the road.
It was a real mess, so we cleaned
it all up. Within the first 12
months, we more than doubled
the sales. Just by cleaning the
place up, putting some good
stock in there. Got rid of all the
dead stock. So that’s basically
how we started.

The next stage was surprisingly
similar to the first stage, as again the
impetus for change came from outside the store itself. At that time the
area where the store now exists was
nothing but paddocks with a shed or
two on it. As Steven tells it:
The person who owned the local
IGA, Ivor Johnson, he came into
the store, and he said, “I want to
build you a hardware store. We’ll
drag you across the road”. Then
he and Dad designed the store
and Ivor built it. About seven or
eight years ago, we designed out

L-to-R: Jackie Carey, Steven Paterson, Donna Thomas, Rob Paterson
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the back [the timber yard] and
Ivor built that for us as well.

The next stage in Woodend Hardware’s evolution was Rob sending
Steven up to Woodend to manage
the store.
I came up here when I was 21.
I think Dad just shipped me up
here!
I’ve always been in hardware. I
left school at 16. I did five years
under Dad after that, and then, I
don’t know what happened, but I
got told to come up here and to
manage this store. And I’ve been
up here since.

Today the store gets by with just
six full-time hard working staff. It’s
open seven days a week, with one
staff member working Saturdays and
two additional part-time staff helping
out on the weekend. One thing the
Patersons are proud of is how long
staff choose to stay with the store. It’s
something Rob knew was important
from the start.
We’re fortunate. We’ve got very
good staff who’ve been with us
for many years. Jackie has been
with us what? Thirty or 35 years.
She was here at the beginning.
She’s part of the whole thing. And
Greg has been with us 20-odd
years. So I mean, we look after
our staff. We look after them, we
treat them just like family. That’s
the way you have to do, because

they’re your asset.

Stephen is convinced this is also
important to the store’s customers.
Some of the staff have retired,
that’s how long they’ve been
here! And customers can come
in and see the same people. Not
chopping and changing all the
time. They can build a relationship.

That’s particularly important as the
majority of Woodend Hardware’s customers are consumer/DIY. Of course,
in a regional area, that includes
everything from town dwellers with
large gardens, to households that run
a couple horses on a few hectares of
land, to dedicated hobby farm enthusiasts.
The store’s consumer focus is as
much about appreciating its position
in the local hardware industry in a
modest way as it is about pursuing
the prime end of the market, as Rob
explains:
We’re probably around about
70% retail to 30% trade. Mainly
retail. We don’t chase the builders. We do have some small
builders. You can’t compete with
the big boys because you know,
if they buy a semi-trailer load
of timber, they’re going to get
it 10% cheaper than we can get
it. There’s no point in trying to
compete with them or else you
are going to sell it for 7% or 8%

on cost.

Steven explains how that works
out with the trades who do come to
Woodend Hardware:
We have our tradies, and if they
buy one stick [of lumber] they get
a trade price. Yeah, they buy 100
sticks, same price. And they know
that. They’re happy with the price
that will give them. That trade
price is very similar to Bunnings
anyway. But it is harder to deal
with people like Dahlsens, and
those sorts of people, because
that is their — that’s their business.
They do timber. They don’t do all
the other 8000 items that we’ve
got in the shop.

In line with that modesty, the business remains very much a family affair.
Though Rob is nominally semi-retired,
he’s still making deliveries with one
of the store’s two trucks. Recently Steven’s brother Graham has come back
into the business. And Steven’s wife is
active on social media, helping to get
the word out about the store.

THE COVID YEARS

While metropolitan independent
stores saw a strong lift in sales in Melbourne when lockdown restrictions
limited customers to a travel a radius of just five kilometres from their
residence, some regional stores also
received a good boost. That was especially the case for Woodend HardHNN BRIEFING 3

ware, as it turned out it was in just the
right location, outside the restricted
metro zone, and close enough to
regional population centres.
Victoria’s metro restrictions were
based on Local Government Authority (LGA) areas. The LGA of Hume
included Sunbury, which included
the nearest Bunnings to the Macedon
Ranges area. Hume was locked down
whenever metro restrictions came
into force. However, the Hume LGA
just missed Gisborne. Gisborne is a
significant population centre of over
11,000.
As a result of these two factors, the
store saw a very high increase in sales.
Steven explains:
Our sales jumped, through
COVID [in the first year] by 28%
on the previous year. Which was
— that’s huge. Just huge. Because
Bunnings was closed.
Bunnings is metro, while Gisborne is regional. Sunbury [the
closest Bunnings] is metro, so
customers found us. A lot of people came from Gisborne. When
Dad shut our Gisborne store,
they didn’t come this way. They
went the other way to Sunbury.
But then [due to COVID restrictions] they had to come this way,
and they found us.

According to Rob, taking the two
years of the pandemic together, the
hardware store saw revenue figures

up 35% on those for 2019. The store
also has high hopes that it will be able
to hold onto much of those gains
through 2022, at least. Though Rob is,
as always, a realist about the future.
We’ve kept a lot. We’ve kept a lot
coming back this way. Sales haven’t gone on as big as they were,
but they’ve gone up probably by
20%, over the sales from three
years ago, pre- COVID.
Sales will plateau. We definitely have seen sales stay up,
but not as much as we did last
year. I wrote down July, August,
September, October last year
[2021] were huge months. Huge
months. But then it sort of has tapered back. But we’re still doing
very well.

One reason the store is likely to
continue to prosper is that there
has been a slight population shift to
the regional areas. House prices in
Woodend have increased substantially, with the entry-level now priced at
over $500,000, and the median price
at $900,000.

LEAVING MITRE 10

One of the bigger decisions the
Patersons needed to make some
years ago was that, after 34 years of
being part of the what is now Metcash’s Independent Hardware Group
(IHG) — specifically Mitre 10 — it was
time for them to leave the group.

As Rob and Steven talk about this,
it is evident they still do have some
mixed emotions about the move —
though they are also very clear that it
was the right, even necessary, decision to take. Their mixed feelings
come from memories of a time when
Mitre 10 worked well for their stores.
That was not only before the Metcash
acquisition, but before Mitre 10 management made some unforced errors
in the early 2000s.
For Rob, that earlier Mitre 10 wasn’t
only about business, it was about
community as well.
Back when it was what it used to
be, Mitre 10 Southern Region,
really worked well. The Southern
Region really looked after us, it
was Victoria and Tasmania, and it
was a tight organisation.
Everybody knew everybody else.
And if anybody wanted any help,
they would ring you up. “Pato,
what do you think about this?” Or
I would ring somebody up and
say, you know, I’m thinking about
this. What do you think? And
there doesn’t seem to be that
contact anymore.

That began to break down for
Rob at the time that Frank Whitford
was managing director and CEO of
Mitre 10. Mr Whitford’s major push,
beginning in 2002, was to introduce
the “Mega” Mitre 10 store, a large
format retail space of between 6000
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and 7000 square metres. This was a
response to the rise of the Bunnings
warehouse format — in 2002, shortly
after it had acquired the BBC group,
Bunnings had 260 stores nationwide,
of which 111 were in the warehouse
format.
Mr Whitford planned 30 Mega
stores across Australia. To make this
work, Mitre 10 was to serve — along
with property developer Abigroup —
as a property trust that built the Mega
stores, which would then be run by
private owners. To finance the arrangement, the property trust would
eventually be listed on the Australian
Stock Exchange.
To give him his due, Mr Whitford
had made a correct diagnosis of the
threat that Bunnings posed. While the
big-box retailer claimed only a 13%
market share, Mr Whitford stated its
share of the valued markets was more
like 40%, and likely to grow to 50%.
He suggested that Mitre 10 risked
losing influence in metro markets, and
becoming a group of regional stores,
unless the group could counter the
large stores of Bunnings.
Unfortunately, while the diagnosis was good, the treatment proved
ineffective. The Achilles heel for the
company was its lack of experience in
logistics. Rob, who had direct, on-theground experience, describes what
the interaction was like:
I had some arguments with

[Frank Whitford]. He called us all
together one day at a meeting.
All the senior, you know, people
who have been with Mitre 10 for
some time. And then he started
to lecture us all.
I’m getting red in the face, and
redder. So I stood up and I said,
Frank, it’s about time you sat
down and listened to the members. So I just let him have it. He
went red faced, then he walked
out of the room.
I had two pages of stuff that I had
written down that they hadn’t
done. They would take stuff out
of the warehouse, not replace it,
then you have gaps in the store.
Where’s the products?

ground in key areas such as value
for money, competitive prices,
broad product range and good
customer service.

Three years later, in 2010, Metcash
acquired a controlling stake in Mitre
10, followed by a complete acquisition in mid-2012.

Writing in the Australian Financial Review (AFR) in April 2007, Neil
Shoebridge offered an even harsher
assessment:
The best advertising in the world
will not solve Mitre 10’s core
problems, such as small stores, a
weak product range compared
with the Bunnings superstore
chain, and the growing perception that Bunnings has the lowest
prices and best customer service
in the category.
...
Marketing executives working
in the hardware retailing sector
say consumer research studies
show the Mitre 10 brand is losing
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The Patersons chose to leave Mitre
10 because they saw the patterns of
the Whitford years coming back in an
even worse form. As Rob says:
We got out of Mitre 10 because I
just think they’re very orporatized
now. We felt that we were losing
that independence.

Both Rob and Steven point to the
growing number of corporate-owned
and joint venture stores as a major
concern. The current IHG CEO, Annette Welsh, stated at Metcash’s May
2021 Strategy Day briefing that IHG
currently held 118 retail premises,
and that it planned to expand to circa
150 premises by 2024, stating the
reason for this as being that the move
“secures the future of independents”.
One of their central concerns — as it
has been for the past decade at Mitre
10/IHG — is the necessity to participate in national catalogues the company mandates. Rob is emphatic in
his dislike for this marketing strategy.
I’ve been saying for probably
seven or eight years, that catalogues are just a waste of time.
They are too expensive. They
cost us about $20,000 a year.
With no return.
The only ones to make money
out of catalogues is Mitre 10.
Because they get a lot of money
from their suppliers. I mean, I did
the sums one day, and I showed
it to them. And that it was 1.25%

of our sales [came from] catalogues. I said, there’s your answer! They don’t work. And then
of course, they put stock in there,
that you’d have to clear out, at
cost or less, just to get rid of it.

But for Steven, the issue goes
deeper than this. He recalls one meeting at the time when the Danks/Home
Timber & Hardware stores were being
amalgamated, where the issue of
competition with corporate-owned
stores came up, with then-CEO Mark
Laidlaw. The owners of one Macedon
Ranges area store asked him how
they were expected to compete.
And [Mr Laidlaw] just said, well,
“you be the difference”. And the
owners go “What do you mean?”
”You be the difference”. And
they’ve gone, but we’re buying
exactly the same products. I
mean, “you be the difference”.
What?

THE MOVE TO HBT

For both Rob and Steven, the move
from Mitre 10 to HBT has been somewhat like a return to the way Mitre 10
was when it was working — only with
some more freedoms. No catalogues,
for example. Beyond commercial considerations, though, Rob and Steven
come back to the fact that HBT wants
its members to be independents, and
do exactly what they want to do. As
Rob says:

I think HBT is a good group.
They’re all for the independents.
In a genuine way. And they try to
help everybody.

Rob also thinks that the true independent approach has not been
valued as much as it should be in the
industry.
I think the independents are
getting stronger. They’re getting
stronger. HBT seems to be growing. And you would think that
Mitre 10 would be worried about
it a little bit.

SUPPLIERS

With the shift from Mitre 10 to HBT,
Woodend Hardware has not had too
many supplier issues to deal with. Dulux/Accent was the main one. In fact,
the store is more concerned about
differentiating itself from Bunnings
and getting good products than
anything else. So they’ve moved to
stocking Bremick Fasteners, as well as
Otter. They stock some Unipro painting accessories — which Bunnings also
has — but stock Oldfields as well.
The standout supplier for Woodend Hardware, however, is without
doubt Meyer Timber. They have a
long and valued relationship with the
company, which came in handy during the worst of the pandemic lumber
shortages, according to Steven:
Yeah, it’s been very hard [to get
timber]. Meyer have been very
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good getting us what they can.
We ring up and say we’re out of
this. Steve at Meyer tries to get
us a supply as quick as possible.
I mean, we only deal with Meyer
basically. We’ve been with them
for 20 odd years. So they look
after us. We want to get a packet
of timber, I’m sure we’ll get that
packet timber before somebody
else does. They like loyalty, just
like us.

Haymes Paint has quickly hit near
the top of their list of great suppliers
as well. They also like Soudal, though
they see the whole silicone industry in
Australia set for some tough times, as
the price of the raw material has gone
way up. They say it looks like the price
of a standard tube of silicone could
go up by between $2 to $3 in the
near future.

MCEWANS AND LOST
OPPORTUNITIES

One reason why what the Patersons have to say about the hardware
industry should carry some weight is
the extensive experience both have.
Steven has been working in hardware
since he was 16, and running one
since he was 21.
That’s no match (yet) for the experience that Rob has put in. Rob started
working at McEwans shortly after his
family emigrated to Australia from
Scotland in 1956. At fifteen he found

himself helping out with plumbing
supplies there.

When I first started at McEwans,
we had just come out from Scotland. We came from Scotland
in 1956. And my mother said to
me, you can either go to school,
or go and get a job. I didn’t like
school! So I saw a little ad in The
Age one day: “Junior hardware
person wanted”. Yeah. So I went
and applied. And I started there
in July 1956.
I started in as a junior in the
plumbing department. In the
Elizabeth Street store. Then I just
gradually worked through the
ranks, and was store manager,
and looked after the city store for
five years before I left in 1983.

Rob worked at McEwans for a total
of 27 years. By the end of his time
there, he had become disenchanted with the way management had
changed.
At that stage McEwans had
been sold to people who were
[originally] from the Myer, Target
group. And I felt they’re all going
in the wrong direction. I just had
some trouble with the current
managing director there. He was
an Irishman and I was a Scotsman. So we had some conversations! But he came from Best and
Less. He came from the rag trade.
I [tried to tell] him hardware is

totally different.

The moment in time Rob is referring to is directly after Repco acquired
100% of McEwans in 1982, growing
the 31% share it had acquired in
1979. Rob describes the evolution of
McEwans up to that point:
The Luxon family owned [McEwens] from 1919, right through to
the late 70s. And then they sold.
And it just sort of went downhill. Which is a shame, absolute
shame. I suggested to them at
one stage, to the MD Tom Luxon,
suggested, why don’t you look
at franchising the stores? Mostly
because I’d be interested. And I
said, I’ve spoke to a lot of other
managers. And they would have
been interested as well.

While that was a loss for McEwens,
it led Rob to start his first independent venture, which was the hardware
store in Gisborne. At first he was just
looking after the store for the owners.
People who owned it actually
lived in Chadstone. So they were
coming from Chadstone to Gisborne every day. And I, you know,
I said, if you ever want to sell, let
me know, because I would be
interested in purchasing that.
So the owner came to me one
day after about six months of
working for him. He said, look,
yeah, we’re ready. We’re ready
to go back to the store in Prah-

ran. And they were getting on
in years. Right. So that’s how it
started.

ANALYSIS

In looking at the hardware industry,
many of us — especially journalists
and commentators — tend to look
mainly at the big numbers, such as
revenue comparisons between Bunnings and IHG. Yet for an industry that
remains largely unconsolidated, that’s
really not an accurate measure — or,
to put it better, revenue and profit do
not measure some of the more significant elements of the industry.
We look back over the history of
the industry in Australia, as is amply
illustrated by the life of Rob Paterson,
we see a constant tension between
C-suite management and direct instore management. Since the 1970s,
C-suite management in most retail
sectors has been dedicated to commoditising the industry as much as
possible. That’s not just commoditised
products, but commoditised service
to customers as well.
If you really think what we mean
when we say “independents” in
hardware, what we’re reaching for is
a definition of people who don’t want
to pursue purely commercial relationships with their employees, their
customers or their suppliers. What
they want, more than anything, is a
good outcome, one where everyone
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comes out ahead, with as little stress
as possible. They want to “earn” as
well, to be rewarded for their efforts,
but within reason.
Of course, that doesn’t hold true
for Bunnings. If you really look at the
business model for Bunnings over the
past 20 years, it has been built mostly
on its logistics capabilities. In fact,
you could make an argument that
the warehouse stores function simply
as the largely neutral endpoints to a
highly refined supply chain.
The secret “X-factor” that boosted
Bunnings to its position in the industry is really illustrated by Charts 1 and
2. Chart 1 shows the shifting balance
in imports over the years, and Chart
2 compares imports from China with
those from the US and the UK.
The everyday low price (EDLP)
model of trade from Bunnings required the supply of inexpensive
product from China (and other Asian
and South-East Asian nations). With
low prices and wide range, the service model changes. Bunnings’ floor
staff are not advisers, as they are in
independent stores. Instead they are
guides.
What we’ve seen develop at Mitre
10 in the past and IHG today has
been an attempt to overcome the
advantages of the Bunnings model.
The original idea to amalgamate
Mitre 10 with HTH to create a reasonable competitor with Bunnings

has failed, because IHG did not gain
significant members from other buying groups, as it had planned. It also
failed because the internal logistics
of suppliers changed in such as way
as to reduce the cost advantages of
its warehouse-centric distribution
approach.
The IHG that has emerged since
2018 or so has opted for a more
“hybrid” approach, with an increase in
corporate influence over stores, and,
most recently, the addition of a direct
competitor to its independent retailers in the form of Total Tools.
From HNN’s perspective, Bunnings
has achieved (for the moment) a
familiar position for many Australian
industries of a quasi-monopoly in a
relatively narrow market. It’s unassailable. That will change, we believe, as
hardware evolves to its next stage,
which will include more efficient processes such as CNC cutting/routing
and 3D filament printing. But that is
not happening soon.
In the mean time, for independents, surely the best approach is that
followed by Rob and Steven Paterson,
as well as hundreds of other retailers:
compete with Bunnings by not competing with them. That’s pretty much
the business model that HBT helps to
enable.
When we look at Woodend Hardware, we see a business that is doing
well because it has done all the right

things — and has had a little bit of
luck as well. It didn’t only succeed
financially during the pandemic years,
the store actively worked to make the
lives of a lot of Australians that little
bit better during a very tough time.
And really, if you know independents,
that’s the combination they all want.
Just that.

Below: Chart 1, Export Changes.
Above: Chart 2, growth in Chinese exports vs UK and USA
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