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Sunshine Mitre 10 Sunshine Analysis
Queensland’s Sunshine Coast
might seem an unlikely place to
find a highly innovative network of
hardware stores. HNN explains the
history, the demographics and the
leadership which have helped to
build this $100 million company.
It’s about logistics, regionality,
and using management
talent in the best way
possible.
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The structure that built Sunshine
Mitre 10 may offer something of a
solution to independent hardware
retail. To understand this, HNN
delves into matters of productivity, the reluctance by banks and
other financial institutions to lend
money to retailers, and how that
has resulted in very slow
innovation.

117

Stephen Iser at Hume & Iser

The Hume & Iser store in Bendigo has long been seen as an example of
regional excellence in hardware retailing. It has managed to survive for nearly
140 years owned by one family, and has a rich and interesting history, which
HNN explores.
Guided by Stephen Iser, the store has managed to survive multiple Bunnings
openings nearby, but its worst crisis came with “the recession we had to have”.
Now Stephen is helping to guide the store into the future, through a conversion to Mitre 10’s Sapphire program.

45

Sunshine Expo

Sunshine Mitre 10 has been
running its annual Expo for 20
years. This year it expanded it to
include over 1000 customers. It
illustrates the potential for retailers
to team up with suppliers to do
significant, interactive outreach
to direct customers, driving both
immediate sales, and
brand presence.
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Klingspor Belts

The best suppliers don’t wait for
retailers to develop ideas, they
actively engage retailers to help
them create better opportunities.
That’s always been the way that
Paul Hoye, managing director of
Klingspor Australia operates. One
of the great opportunities Klingspor can offer retailers
is in the sale of custom
abrasive belts.
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Jacinta Colley at VIDA Wood
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The timber industry in Australia has seen a lot of changes over
the past three years. Now some larger international players and
entering Australia. One of the majors is VIDA Wood, which is now
part owned by Canadian company Canfor, giving it access to a wider
range of structural timber. Jacinta Colley, well known for her senior
roles at Simmonds Lumber, is now VIDA’s national sales director,
and keen for retailers to understand the benefits the company can
offer. As you would expect, Jacinta has charged into her new role,
and is helping to bring truly national coverage for VIDA.
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Only Victoria shows growth

While the numbers indicate that hardware sales grew
in the 12 months to September 2019, if you take out the
contribution of Victoria, there is almost no growth at
all. The real mystery may not be so much about why
Victoria is growing, but rather why New South Wales
is showing such
limited growth.
And which way
will this go in the
future?
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COMMENT

Productivity is about as close as
economics gets to a panacea. Yet
productivity in Australia, and especially
in retail, has been stalled for several
years. In large part that is due to a failure
to invest in genuine innovation. However,
that situation is unlikely to change,
and retailers will need to find ways to
innovate based on limited resources.
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Publisher’s Note

Sunshine Mitre 10 offered a great opportunity to see a new kind of hardware retail
being developed — but it was a difficult, and at times daunting task. As always,
what keeps HNN going is the character of the people we get to meet. Another great
character, in Bendigo, Victoria is the head of Hume & Iser, Stephen Iser.
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The Lakes H Hardware - LAKES ENTRANCE, VIC
How did you come into the hardware business?
I was the store manager of this store under the previous owners when it was
a bannered store. In 2016 the owners called me looking to sell. My wife,
Leanne and I spent many a night around the kitchen table running figures
and swapping ideas for the store. We decided to go for it but we wanted to
be truly independent and in control of our stock.

What made you decide on branding your new store H Hardware?
We had a few recommendations to join the HBT Buying Group and when that
stacked up we had a chat with Steve Fatileh who showed us the branding
for H Hardware. It looked great, the colours are eye catching and it really
stands out. The clincher for us was that the store was ours, we could be

For more information and
membership application call

1300 305 719

independent with a strong brand and no forced promotional stock eating up
floor space and our bottom dollar.

How is business today?
We opened in July 2016 and 12 months on business is good. We’ve had
growth and we have strong customer base. Our trade business makes up
75% of the business, I look after that and Leanne is the face of our retail
side. It’s come along way from our first official order that BGC sent to our
house and I borrowed a trailer to be able to deliver it to site.

What would you say to someone considering transitioning
to H Hardware?

If you want to have control of your business, your stock, your promotions
and a stand out brand,then H Hardware is a no brainer.

publisher’s note
Four days, numerous hours travelling by
plane, train and automobile, thousands of steps
taken, many interesting discussions, many
litres of coffee, and far too many carbs consumed. All this to tour a $95+ million business,
visiting multiple locations, and then a trade
expo on Queensland’s Sunshine Coast.
Out of that came something like over 12 hours of raw, unedited interviews, and nearly 1000 photographs. Not to mention
our research into the area itself, how the peri-urban region
works, how it differs from the Gold Coast, what it might mean
to Queensland overall.
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What emerged was a different understanding, formed by
all those impressions, built out of the steady transcription of
spoken words from interviews and chats into frank text, new
research into retail hubs, and the sorting through of each and
every image before choosing the ones that will appear in the
magazine. Many more thoughts and ideas before the actual
work of writing and editing then often re-writing and re-editing is conducted before we are satisfied with what we’ve done.
All that for one story in this edition. You can read the result
in our special feature on Sunshine Mitre 10.
Not that we are complaining, of
course. This is what we signed on for,
what we wanted to do.
Travelling to visit hardware stores
exposes us to the diverse retail talents
currently working in the industry. For
example, those canny operators who
manage their family enterprise for
many years through persistence, optimism, dedication and intelligence, often
overcoming obstacles that would take
down other business owners. Listening
to Stephen Iser’s story is an experience
that we will return to often, that will
help inform our subsequent notions
and opinions about the industry.
My only regret is that we could not
fit in the anecdote of how Stephen
originally named his in-store cafe
hnn.bz

Top image: Paul
Lanham cutting
timber in the Court
Road premises.
Bottom image:
Key members of
the current management team at
Sunshine Mitre 10.
Travis Cunnane is
third from left.
Watch the Sunshine
Mitre 10 company
video here:
https://bit.ly/34BRNbu

“StarBarks” (in honour of the dogs that worked so diligently to
promote HTH) until a certain coffee corporation — which had a
surprisingly similar name — sent his lawyers a note that forced
him to change it.
The story is told with such droll humour and excellent comedic timing by Stephen that we could not do it justice in the pages
of this magazine. The cafe is also well worth a visit for its gourmet fare. The best pies in Bendigo by far!
Other hardware businesses start with single families but
eventually morph into something much bigger and bring in
external managers who take the business to the next level of
development. Travis Cunnane at Sunshine Mitre 10 is the person
you want for that job, and also someone who you don’t mind
spending a few days on the road with visiting retail sites.
He leads a team that includes Darren Fanshaw, Jason Monahan and Deen Saint. We spent time with all of them and quickly
developed an appreciation for their depth of knowledge and
analytical approach to many of their responsibilities. Luckily for
us, these qualities are interspersed with a dry wit, cheeky observations on life and work, and humour that makes you constantly
laugh-out loud.
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You immediately get the feeling they are deeply engaged in
both the minutiae and macro thinking required to be successful
in their roles, and always looking to make improvements where
they can. This approach to their work is wrapped up in some
very human quirks and personalities. They would all make great
ambassadors for the industry in different ways.
Hardware retail often gets short shrift in terms of a long-term
career option. As reported by the West Australian, managing director of Bunnings, Michael Schneider said recently at an event
discussing the future of work, that the industry has a “perception problem”.
He said attracting high-demand people with digital and analytic skills was
a challenge, particularly given the retail
sector’s continuing image problem.
In the case of retail, employees often see it as
a stopgap until they get a real job.

Mr Schneider said the company’s
marketing, communications, public
relations and talent acquisitions strategies needed to evolve to win the hearts
and minds of a new generation of
employees.

Winning the perception war is critical
because we are in a real battle for talent for
some of these specialised skills that are in such
short supply and so high in demand.

After being around talented people
working in hardware retail, it is sometimes hard to believe that drawing
hnn.bz

Top photo: An early
image of the Court
Road location.
Bottom image:
Sunshine Mitre
10 Bundaberg is a
recent addiiton to
the network.
A link to the Bundaberg store grand
opening:
https://bit.ly/34B5Deb

and retaining skilled, capable individuals is such a problem.
But the reality is that it can cause major headaches for both
retailers and suppliers.
A different reality could be that the industry positions
itself as a place for bright individuals attracted to the complex nature of selling goods and services — some that are
very technical — in a competitive, constantly changing environment that is increasingly being influenced by data and
technology. That isn’t to say human connections are not important. In some ways, relationships between suppliers and
retailers, retailers and end-users, and everything in between
becomes more crucial as we all try to navigate retailing in the
21st century.
I am not sure what an overall solution looks like but from
what we saw at Sunshine Mitre 10, they might have created
a hardware retail operation where people as managers play
a crucial part of their success. As Travis puts it, “We put in a
strong manager and the store starts to perform.” Much easier
said than done but it seems to be working for them. It could
work for others.
To use an analogy often related to sports and politics, the
business seems to have a “deep bench” with some exceptionally competent managers and more being trained to fill the
ranks as it expands.
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On some final notes for this edition, it seems a little trite
to say that we couldn’t do some of the main features in this
edition without the help of a number of advertisers who believed in the type of story telling we wanted to do.
But we do appreciate those who support us.
In no particular order, we would like to thank
Klingspor, Weathertex, Boral, James Hardie, Cement Australia, Assa Abloy and Austral for coming
on board and being part of one of the biggest retail
profiles we have ever done.
Mostly though, I would like to thank Travis, Darren, Jason, Deen and Stephen for being so generous
with their time and allowing us to share some of
what we learned with our readers.
Until next time,
Betty
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Below: Sunshine
Mitre 10 Group
general manager,
Travis Cunnane
A link to the company’s Trade Expo
2019 video:
https://bit.ly/34NrpeA

ExoTec™ Vero combines the natural beauty of ‘concrete look’
cladding with the confidence of the highly-trusted, fully-certified
ExoTec™ Façade System. Factory-sealed using James Hardie’s
superior CoreShield™ Sealer Technology, ensuring unsurpassed
durability and water resistance, ExoTec™ Vero is the perfect way
to achieve a raw aesthetic in a prefinished, lightweight solution.
ExoTec Vero – for an authentic concrete look that lasts.

Durable

Full System
Deemed
Testing
Pre-ﬁnished Non-combustible

Ask about the James Hardie
fully-certified wall system

Discover more and request a sample at exotec.com.au
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One of the biggest problems facing retailers — especially hardware
retailers — over the next two to three years is the “productivity trap”
they have found themselves in.
To most economists, the key to having a great economy rests largely on continual improvements in productivity. That is, in a modern,
consumer-driven economy, where growth and constantly delivering
“more” in one way or another is essential for business, social and political stability.
For example, if overall wages increase, but there has been no corresponding increase in productivity, the economy is said to be “inflationary”. From that, you can see that there are two ways in which an
economy can be non-inflationary: it can increase productivity at the
same or higher rate that wages increase; or it can keep productivity
stable and not increase wages.
At the moment Australia is very much stuck in that second kind
of non-inflationary economy. The reason for this is that, in a globalised world with access to low-wage manufacturing nations, growth
comes less through “more”, and instead through “better”. “Better” is
pretty much only obtained through innovation. And innovation poses
apparent problems for Australia both in terms of social and political
stability.
Politically, the kind of innovation that is needed troubles both sides
of politics. The conservative view largely depends on an economy
based on businesses that do succeed through doing more, rather than
better. Agriculture and mining, for example.
The non-conservative view is deeply concerned with less-advantaged workers, and sees innovation — especially automation — as
possibly eroding their rights and welfare. It’s a curious lack of faith in
the very workforce they constantly laud.
As pressing as these concerns may seem to be, there is another,
deeper concern that is evenly distributed on all sides of politics. The
trends in innovation point in one direction, which is that government
can do far less for business — and the economy — than it has been
able to do in the past. This means its role is set to diminish, at least
over the next two decades or so. And that is the one thing that is less
acceptable to politicians than just about anything else.
How does all this affect retailers, especially in hardware? Most
small retailers today have found themselves in a productivity trap.
They need to boost productivity in order to survive, but to do so they
need to take on considerable additional risk — which could put them
out of business.

hnn.bz
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There is not currently, nor will there likely ever be, any support from government to help with this. Added to that, banks
and other financial institutions have substantially reduced
lending to small businesses relative to lending to large businesses. That has worsened recently, as HNN covers in the Analysis
section of the article on Sunshine Mitre 10 in this issue.
According to the Reserve Bank of Australia, banks have adopted the same measures to tighten lending to small businesses as
they adopted, at the urging of the Australian Prudential Regulatory Authority, to tighten home mortgage loans. Their justification for this move is not known.
That’s the downside. The upside is that there has probably
not been a better time for business owners who are interested in
innovation to put some of their better ideas to work. To do that,
though, they will likely need to do what in the world of hightech businesses is known as “bootstrapping”. This means introducing small, incremental innovative changes, which improve
productivity, then taking those gains and using them to fund
further changes.
That is really hard to do. But business owners should know
that it also provides a kind of fundamental, bedrock advantage.
Five years from now, the retailers still operating will be those
who have undertaken this kind of hard work, and they will
enjoy the benefits of this work in a much reduced field of competition.
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•briefing:
• VIDA has tied up
email:
with Canadian
• timber company
Canfor.
start
text

• It now has access
to more types
of wood, especially in longer
lengths.
• Jacinta Colley,
formerly of Simmonds Lumber
is now national
sales director for
VIDA.

Not that long ago, every time
HNN would visit a hardware
retailer to check in on the market and how things were going,
at some point the retailer’s eyes
would glance over to the wood
storage lot, and you would see
concern bordering on panic show
in their face. The lots were mostly empty, and several retailers
confessed that they had exhausted
even their “reserve” storage, which
they kept for their best customers.
That shortage was especially acute
for framing timber.
That’s a thing of the past, today,
of course. The stocks of wood are
plentiful, and negotiations have
turned back to issues of cost and
quality, rather than logistics. The
question that still remains, however — especially as some commentators have raised fears of a “glut”
on the current market, causing
more cyclical problems over the
next couple of years — is how did
the forecasting go so wrong?

Jacinta Colley in her new role as national sales director with VIDA

Morwell shutdown

While this is understandable, what is less
understandable
is how much it seemed to take
The most significant local event for the probthe
industry
by
surprise,
particularly given that
lems with supply was probably the shutdown
CHH
has
been
reducing
its
Australian holdings
of Morwell, Victoria softwood sawmill by Carter
since
2015.
Holt Harvey Building Supplies Group (CHH) in
mid-2017. The press release put out by the Victo- Demand fluctuations
rian government at the time stated:
A very evident problem has been global fluc[T]he Government has been told the closure
tuations in demand. The global financial crisis
is unavoidable given poor sawlog quality and
(GFC) of 2008 saw the high level of demand in
a lack of volume available from the privatethe US and Europe shutdown rapidly over the
ly-owned softwood plantations which supply
course of two years. Demand in Australia did
Carter Holt Harvey.
not decrease as much, but this was followed by
The reason for the decline in volume was
an unexpectedly rapid recovery in the US and
given as:
Europe. That kind of “whiplash” effect was a
A number of damaging fires, including Black
major contributor to supply issues, as timber
Saturday, across HVP’s Gippsland plantations
initially destined for import into Australia
over the past two decades has severely affected found other, more lucrative markets.
the volume and quality of 28 year-old sawlog
continues next page
available to supply Carter Holt Harvey.
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Exports to China

Causes

A third influence promoted by some commentators is a rise in exports of timber to China.
The well-regarded Australian source of all
news timber-related, Timber Trader, outlined
this problem in an article entitled “Softwood
Shortages”, published on 22 August 2018 (https://
www.timbertradernews.com/2018/08/22/softwood-shortages/). As that article points out,
China decreased the amount of sawlogs from
local forests, and increased imports. This was a
welcome market, Timber Trader suggests:
In the years when local sawmills were finding
it uneconomical to compete with imports, some
growers looked overseas to develop new markets
to future-proof their plantations against Australian downturns. China welcomed Australian
sawlogs, seeing them as a low-cost, high-quality
product. And for Australian growers, Chinese
contracts represented an additional layer of
security for forward planning.
However, as Timber Trader goes on to suggest,
these export markets probably contributed to
shortages of softwood in South Australia and
regional areas of other states.

While these are all valid matters to consider, the reality is that we are really looking at
elements that are symptomatic, rather than
causative. The underlying condition is that
timber markets have changed sharply over the
past 10 years, but the Australian timber industry itself remains locked into practices from the
20th Century.
That’s not surprising. Timber, especially in
Australia, is about so much more than business,
economics and market forces. There is an ecological aspect, a cultural aspect and — especially
important — an aspect that relates to providing
employment in regional areas where the local
communities continue to decline. All that adds
up to heavy political involvement. That can be
clearly seen in, for example, other parts of the
Victorian governments press release regarding
the Morwell closure:
The plantations from which Carter Holt Harvey sources its wood were privatised and sold
to Hancock Victorian Plantations (HVP) by the
Kennett Government in 1998.
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Not short of stock: Vida/
Canfor stock on the racks
at the new Bunnings
store in Clyde North (VIC)
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It’s difficult to imagine a time when the catchall word “globalisation” will really apply to the
timber industry — partly because of the organic
(and therefore slightly chaotic) nature of the
product, and partly because local factors will
always exert a strong force on the industry.
However, we can identify some industry
moves which indicate a general direction towards a globalised supply market. There is hope
some of these moves will provide a means for
retailers to seek better stabilisation of demand.
For example, there is a lot of good news about
two, linked moves that started in the timber
industry last year, and have now rolled through
into the current market. In November 2018, the
very large Vancouver, Canada-based company
Canfor announced that it was purchasing 70%
of the Swedish timber company VIDA Wood, a
deal that was finalised in February 2019.
Coupled with that news, VIDA Wood has
announced that it is revving up its business in
Australia, and seeking out new markets and opportunities. To help them advance the company,
VIDA head-hunted one of the timber industry’s
star executives, Jacinta Colley, to take over the
position of national sales director with the
company. HNN sat down with Ms Colley and
VIDA’s director of operations, Ian Brett, to find
out what is in store for VIDA.
Ms Colley is familiar to most in the hardware
industry from her ongoing senior roles with
Simmonds, where she worked for over 13 years.
Mr Brett joined the company in early 2017. His
early career was spent with Brett’s Timber &
Hardware, the well-known Queensland company. As he says, he’s been involved in wholesaling
timber all his life.
It became evident as we spoke with Ms Colley
that VIDA had, in the past, not lived up to the
full potential the company has to affect the
market. As she told us:
What is important to us and the market right
now is that we can provide continuity of supply,
followed by quality, followed by a competitive
price, and that our relationships are strong.
I think that relationships play a really big part
in the business. In the past, VIDA was sometimes a little light on the ground, to be fair, and
has not paid dividends. But when you’ve got
more feet on the ground, you can cover territory
quicker. By having me on board now, it means
that I can get on a plane if need be, same day,
and get to Melbourne. Whereas in the past, Kurt
[Schrammel, CEO] was covering off Melbourne.
He’s based in Sweden and it’s just not viable.

Ms Colley is very adamant that the company
now has very strong Australian credentials, and
a strong presence in the market.
Our head office is in Narangba [QLD]. We run a
third-party logistics operation out of Melbourne,
but that’s more to service the Bunnings stores,
and then we top it up with some of our merchants. We also have our wholesale distribution
arm through VTW. But we haven’t yet really
tapped into New South Wales, and we really haven’t tapped hard enough into Queensland. That’s
what we’re starting to do now.
As part of that presence, VIDA now has six key
staff members in addition to Ms Colley and Mr
Brett. Mick Dixon is the account manager for
Queensland, and has been with VIDA since it
first came to Australia. His background includes
over 20 years working at Boral. Trish Bressow
looks after internal sales. Trevor Dixon is the logistics warehouse manager for Queensland and
Victoria. Alicia Nagle is on accounts, handling
credit. Malinda Dalzell handles importing, including everything related to overseas shipping.
And Tanya McDougall is in stock management.
It’s a substantial commitment. VIDA has gone
through its own struggles, growing in Australia,
but it is evident from what Ms Colley says that
they’ve tackled these head-on, and are setup for
growth.
I think a fair observation would be that VIDA
has flown under the radar in the past. They have
been quiet achievers, to a certain degree.
We did go through a bit of a troubled times
with quality three years ago, which wasn’t a fun
time for the business. Then Ian Brett joined the
business. He helped to bring in a phenomenal
amount of quality control. We spent 18 months
having quality assurance on site every week to
get that right. And that’s now paying dividends.

hnn.bz

Timber always equals
logistics, VIDA has a
great logistics facility in
Melbourne.
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Now with me coming on board, it has enabled
the sales team to focus on sales, for me to help
with the backend, with the administration, with
my connections and networking, and help grow
the brand and its presence, in a really professional manner.
All that is set to accelerate as the potential of
Canfor is added to the solid base VIDA has established. Mr Brett outlined for us how Canfor
would expand the range of products:
I think the biggest change for us from a Canfor
production sense was that we had been limited
to specific lengths coming out of Sweden. Other
supplies out of Europe, Canfor can be heavy, particularly in the long length market. Something
that the Swedes struggled with, particularly in
five to six metre lengths in continuous supply.
So the Canadians were very good and had large
volumes in Spruce Pine, Fir Larch and Doug Fir
in the six metres. So that’s been very good.
The quality of product we’ve seen to date, when
we got our first shipments in looks really good
quality.

VIDA’s view of the industry’s future
VIDA had a very direct experience of the
problems of a scarcity of timber. As Mr Brett
puts it “we could have played a cricket match
in the timber warehouse, it was that empty at
one time”. But now he is very concerned that
the cycle has shifted too far over in the other
direction:

Buyers had gone overseas, and we did the
same, bought wood and a lot of wood arrived.
The Australian sawmills got their production
scaled up, and demand dropped.
That wasn’t coincidental. We put regulatory
controls in banking, we had a banking royal
commission. We controlled immigration. We did
everything to reduce demand.
And now we find ourselves in a completely
opposite situation where there is too much
wood. It was such a brutally quick cycle. I have
never seen all the stars align at one point to go
one way, and then, in a very short period of time,
they align to go the other way. Almost instantaneously.
Mr Brett sees some tough times immediately
ahead for some timber suppliers, though there
are also signs of real moderation.
I think it’s gonna be a tough twelve months,
going forward. However, housing starts are still
reasonable. Interest rates are low. The banks are
making it a little bit difficult to borrow money,
but I think that might improve over time.
The end note of this is that, like most people in the timber industry, they do see things
improving, and continuing to improve over the
next five to ten years. The general tendency,
just about everyone agrees, is up. It’s working
out how to somehow cope with the swings and
roundabouts along the way that poses the real
challenge.
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Inside the logistics
facility in Melbourne.
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Hardware retail slows
outside Victoria
in this
update:
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Outside
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VIC and the
ACT, growth in
hardware retail
sales has been
subdued
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• Leaving out
VIC, growth in
Australia overall
has been close to
zero for the trailing 12 months to
September 2019
• It is difficult to
account for the
disparity between NSW and
VIC

• NSW agriculture
has been affected
by the drought,
but agriculture
in VIC is also in
decline

The Australian Bureau of Statistics (ABS)
has released its data
for retail sales up to
September 2019. Breaking out those numbers
for hardware retail,
Chart 1 shows these
results for the trailing
12 months to September, and Chart 2 shows
the percentage change
in these results.
The growth for
Australia overall
continues to be slow,
just barely making it
over 2%. The figures
indicate that 2019 is
now the third year in a
row with slow growth.
With the exception
of Victoria (VIC) and
the Australian Capital
Territory (ACT), all the

states and territories
showed growth that
was under the 1.25%
growth of New South
Wales (NSW). VIC had
the most significant
growth, at 6.99%, and
the ACT grew at 5.06%.
However VIC is the
only region that shows
persistent growth over
the past four to five
years, with the exception of 2017.
Chart 3 shows what
the results look like
when the VIC results
are removed from the
overall picture for
Australia. Without VIC,
the Australian numbers would be showing
almost no growth —
which likely reflects
the experience of most

retailers outside of
VIC.
We can look at these
results in two equally
interesting ways. In
one view we might ask
what is happening to
make VIC so exceptional? Another view
to consider is what is
making NSW so unexceptional?
There are a number
of different candidates,
but none of them are
all that compelling.
According to the ABS:
Victoria GSP grew
3.0%, faster than
GDP growth of 1.9%.
Health Care and Social
Assistance (11.3%),
Construction (4.7%)
and Financial and
Insurance Services

Chart 1: Hardware retail sales for the trailing 12 months to September.

• One explanation may be a
restructuring
taking place in
the VIC economy,
as it catches up
to some of the
changes that
have already
taken place in the
NSW economy
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(3.3%) contributed to
over half of economic
growth in Victoria.
Victoria’s Health Care
and Social Assistance
GVA exceeded national
growth reflecting ongoing public spending
on hospital, disability
and aged-care services. State and Local
General Government’s
continued expenditure
on frontline services
in both Education and
Health Care also contributed to the rise.
Construction GVA
expanded for its sixth
consecutive year
driven by investment in
renewable energy and
transport infrastructure projects. Building
Construction contrib-

statistics
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uted to growth, driven
by demand for office
buildings.
Financial and Insurance Services GVA continued to rise driven by
growth in funds under
management as well as
modest growth in loan
and deposit balances.
Growth in Retail
Trade GVA outpaced
national growth
reflecting the rise in
household spending
on both discretionary
and non-discretionary
goods and services.
Household Final Consumption Expenditure
rose 2.6% and exceeded the national level
growth of 1.9%.
Looking to NSW, the
ABS had this to say:
NSW GSP grew 1.9%
in 2018-19. Services
industries continued
strong contributions
to growth in NSW with
Professional, Scientific
and Technical Services
(3.9%), Finance and Insurance Services (2.4%),
Construction (1.7%)
and Health Care and
Social Assistance (5.8%)
recording growth in
gross value added
(GVA). These industries
make up approximately a third of the NSW
economy. Growth in
Professional, Scientific
and Technical Services
GVA reflected ongoing
demand from public
spending on infrastructure projects as
well as consultancies.
Health Care and Social
Assistance continued
to grow, driven by
ongoing government
expenditure on disability services.

The rise in NSW GSP
was moderated by the
impact of drought on
Agriculture as well as
downstream industries
such as Transport,
Warehousing and Postal Services. Agriculture
GVA (-14.2%) recorded
the sharpest decline
in sixteen years due to
strong falls in grain
production driven by
drought conditions.
The rise in meat production partly offset
the decline, driven by
international demand
for Australian meat
products and the
de-stocking of herds.
There is really not a
lot in all of that. GSP
in Victoria did grow at
3.0%, versus growth
in NSW of 1.9% — but
a percentage point or
so of difference does
not account for the difference in the growth
of hardware retail
turnover.
The difference in
agriculture, with NSW
affected by a drought
that has not touched
VIC as yet, but really
agriculture is in steep
decline in both states.
Arguably, any difference is made up by
growth in mining in
NSW, while mining in
VIC has declined.
What HNN would
suggest is that the VIC
economy is undergoing
some transformations
that do not get accurately represented by
most statistics, secondary effects generated
by the move from industries such as manufacturing to service
industries. What might

Top, Chart 2, percentage change in hardware retail sales for the trailing 12 months to
September. Bottom, Chart 3, percentage change in hardware retail sales for the trailing 12
months to September, including stats for Australia without Victoria.
be happening is that
VIC is getting the kind
of boost today through
that transition that
NSW received five or
six years ago.
If that is the case, the

looming question is
whether over the next
two to three years we
will see VIC fall to a
level close to that of
NSW, or NSW lift to the
level of VIC.

It’s impossible to
say. One factor will be
whether Australia decides to concentrate on
employment and wages growth, or improved
productivity.

DIGITAL
IS THE FUTURE
OF MARKETING
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YOU NEED TO FUTURE PROOF YOUR BUSINESS.

Still relying on print? Consider this: how much time do your customers spend
using their mobile phone and computer? And how much time do they spend
reading magazines? Which matters more to them?
DIGITAL is all about performance and engagement. DIGITAL readers opt-in
to receive your message — they’re not just another address on a mailing list.
DIGITAL doesn’t just earn attention, it measures it as well. No other media
has the equivalent of downloads, which directly show reader engagement.
And DIGITAL is also less expensive, simpler and more flexible.
To make the move to DIGITAL, just call HI News on 0411 431 832, or email
Betty Tanddo on betty@hnn.bz. The future looks great, believe us.
hnn.bz

big box update
ACCC looks at Adelaide
Tools acquisition
in this
update:
update:
•start
Rozelle
textstore
approved

• Bunnings store
plan for Coolum
Beach rejected

• Tradies insurance
from Bunnings
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• Bunnings is rectifying underpayments error
• Customer
satisfaction
maintained at
Bunnings
• Digital transformation at
Blackwoods

• Bunnings expected in the Lockyer
Valley, other DAs
approved
• New stores have
opened in NSW
and QLD

• Adelaide Tools acquisition attracts
ACCC attention

The competition
watchdog recently
launched an informal
review into Bunnings’
planned purchase of
Adelaide Tools. It is
looking at the impact
of the proposed acquisition on competition
in South Australia and
around the country,
reports the Financial
Review.
The Australian Competition and Consumer
Commission (ACCC)
has sought submissions from interested
parties on how closely
Bunnings and Adelaide Tools compete
with each other.
It wanted to know
which products/services they competed
over, which other
retailers competed in
the tools, hardware
and power equipment
categories, and the
likely impact of the
acquisition on prices
and service.
The ACCC review
will look closely at
competition between
bricks and mortar
and online stores.
The findings from
the are expected to
be announced in late
January next year.
Bunnings said the
acquisition was always
subject to regulatory approval and the
review was part of that

(l-r) Clive Duncan (Bunnings), Rob Peach and Adam Peach, both from Adelaide Tools

Bunnings is set to sell Milwaukee brand tools through Adelaide Tools
process.

About the
acquisition
As HNN reported
previously, the Adelaide Tools acquisition
sees Bunnings set to
sell Milwaukee brand
tools. It could signal

an increased interest in developing an
online driven trade
brand similar to the
UK-based, Kingfisher-owned Screwfix.
In the media release
that announced the
acquisition, Bunnings
managing director Mi-
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chael Schneider stated:
The acquisition ... will
allow us to improve
the way we connect,
serve and engage with
trade customers and
is aligned with our
strategy to accelerate
continues next page

big box
update
ACCC looks at Adelaide Tools (cont.)
the growth of the trade
business.
Bunnings also said
it will to continue to
run the business as
Adelaide Tools.
Established in 1949,
Adelaide Tools is
headquartered at Mile
End and has stores
in St Marys, Pooraka,
Lonsdale and Gawler,
as well as Oaklands
Mower Centre at
Somerton Park. Its
online store lists over
8000 products.

Analysis
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The acquisition, as
with all acquisitions
by Wesfarmers, will be
subject to regulatory
approval. However, as
HNN has remarked in
the past, the amalgamation of the Home
Timber & Hardware
group with Mitre 10
has lessened many of
the competitive checks
that might previously
have applied to Wesfarmers.
In an immediate
sense, the acquisition
of Adelaide Tools is unlikely to have a direct
impact on revenue or
earnings before interest and taxation (EBIT)
for Bunnings. The
impact on the company’s future strategies,
however, is likely to be
outsize in proportion
to the acquisition’s
financial weight.
It’s worth noting that
press releases from
Wesfarmers in general usually bear some
analysis. They are
never directly mislead-

The interior of one of the Adelaide Tools stores
ing, but they do tend to
direct the attention of
the media away from
the core issues.
In this case while
HNN is sure that the
comments of one
of the directors of
Adelaide Tools are
heartfelt when he says
that “this [acquisition]
shows a vote of confidence in the South
Australian retail market”, it seems unlikely
that this is factually
the case.
Bill Peach and his
co-directors have built
a great company that
is well-regarded, and
should be proud of
that achievement, but
it is doubtful Bunnings
expects the Adelaide
market to experience
a building boom in the
near future.

There are, however,
two aspects to the
strategic leverage we
are likely to see result
from this acquisition.
The first is Bunnings’
stated intention not to
rebrand these operations in line with its
Bunnings retail warehouses. An additional
part of this puzzle is
that Adelaide Tools
has established such a
strongly competitive
position online, with
its prices often matching leading discounter
Sydney Tools (which
has long been the subject of “grey market”,
parallel importing
rumours).
Added together, it’s
tempting to suggest
that Bunnings might
be planning on launching something like UK

home improvement
company Kingfisher’s
Screwfix operation,
which continues to
drive growth, even as
its traditional DIY sales
decline in profitability.
Screwfix began as a
catalogue company for
tradies, then expanded
to a same-day delivery
operation online. It has
begun expanding its
physical store presence
over the past three
years.
The potential for
Bunnings would be a
separate brand with a
major online presence
and limited physical
store presence, but
offering click-and-collect as well as servicing
drop-off through Bunnings warehouses.
The second, major aspect to this acquisition
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is that Bunnings will,
for the first time, be
selling Techtronic Industries (TTI) Milwaukee brand in Australia,
through Adelaide
Tools. (HNN confirmed
this with Bunnings.)
With Metcash’s IHG
now selling Milwaukee
tools in some regional stores, it may be
possible that Bunnings
was able to wrest a
concession to sell Milwaukee through stores
it owned that were
not branded Bunnings
– subject to similar
constraints to those
placed on independent
retailers.
Extending from
that, it would seem
possible that a new
Bunnings-owned retail
continues next page

big box
update
Brisbane, Sydney store openings
Rose Bay
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Prior to
its re-opening, store
manager at
Bunnings
Rose Bay,
Dean Watt
spoke to the
Wentworth
Courier
about
the new
1800sqm
store. The
store closed
The Virginia warehouse is located at 1836 Sandgate Road
in 2014 after its lease on
A large timber and
on one level above
timber yard, according Old South Head Road
trade yard and a nurs- undercover parking
to complex manager
expired.
ery overlooking a golf for more than 430 cars. Darren Pearce. He told
Split across two levcourse are features
The warehouse has 14 the Northside Chron- els most of the outdoor
of a newly opened
kitchen displays, eight icle:
and gardening goods
Bunnings store in Vir- bathroom displays, a
The customer and
will be on level one,
ginia (QLD); the Rose
cafe and playground,
tradie can come in,
including a section for
Bay store in an inner
and offers a click and
park their car next to
plants.
suburb of Sydney has collect service.
what they want, grab
Level two will be
re-opened and the reThe store’s timber
what they need and
made up of hardware,
cently launched Acacia and trade yard covers go back on the job.
plumbing, bathrooms
Ridge (QLD) outlet has over 4200sqm with
It’s mainly about the
and kitchens, with an
welcomed customers.
three drive-through
volume we carry (that area for tools as well as
lanes, and there are
sets us apart from oth- lighting and electrical
Virginia
39 car park bays – the
er stores) so we’re not
goods.
The $50 million
most carparks that
going to run out.
Virginia store spans
Bunnings has in a
more than 17,000sqm

ACCC looks at Adelaide Tools (cont.)
brand might be permitted to sell other TTI
brands, such as AEG
and possibly Ryobi.
While Ryobi is not
warrantied for professional, trade use, it
has become a popular
brand with businesses
in the repair, maintain
and improve (RMI)
industries, as its fleet
costs are around half
of those of brands
such as Milwaukee and
Makita.

Even if these two
possibilities do not develop beyond Adelaide
Tools, it’s likely this
acquisition will have
something of a chilling
effect on some sectors
of the professional tool
market. Total Tools
would be one company
that could suffer from
this kind of direct competition, along with
a number of smaller,
non-franchise retailers.
Finally, HNN has to

say that we have, once
again, been surprised
by the astuteness of
Bunnings. Adelaide
Tools is very close to
being a perfect acquisition. While larger
operations might be
tempting, Adelaide
Tools has long been
recognised as one of
the canniest operators
in the tools business,
with a particularly
strong presence online,
and a good record of

ethical business practices.
It marks, in HNN’s
opinion, a return to
the kind of strategic
practice Bunnings pursued pre-BUKI, with
innovation rather than
scale as a strong focus
for growth.
Additional information from
The Australian Financial
Review and The Advertiser
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Acacia Ridge
Bunnings has unveiled its $65 million
warehouse in Acacia
Ridge (QLD). Complex
manager Dean Nantes
has been part of the
Bunnings team for
nine years and told the
Southern Star newspaper:
Team members have
already worked together to assist in three
local community projects including a gazebo
makeover at Brig-ODoon Aged Care as well
as projects at Acacia
Ridge State School and
C&K Preschool and
Kindergarten.

big box
update
Stores in development around Australia

The first stage of Spotlight Group’s $100m retail and commercial centre at Bennetts Green (NSW) is on schedule to open in the second half of next year
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An Infrastructure
Agreement between
Bunnings and Mount
Isa City Council has
been finalised; a
proposed warehouse
is set to be built in the
Lockyer Valley (QLD);
Kangaroo Flat store in
regional Victoria and
Caloundra (QLD) are
expanding; retail developments in Bennetts
Green (NSW) and Pimpama (QLD) will feature a Bunnings store;
and Bunnings could be
building a new store in
Subiaco (WA).

company lodging a
development application in May 2017 to
construct a warehouse
store on the site.
Council gave the go
ahead for a new Bunnings plant nursery,
shop and showroom
on January 2018. Since
April 2019, plans for
the store were on hold
due to the relocation
of sewer and stormwater mains. Bunnings
area manager Michael
Rodwell said:
We are pleased to
have purchased the site
and while we have no
Mount Isa
firm timelines yet, we
Mount Isa City
look forward to workCouncil has confirmed ing with Mount Isa
that an agreement is
City Council as things
now in place to sell the progress.
former works depot
site located close to the Plainland
local Bunnings store,
A development appliaccording to the North cation (DA) has been
West Star.
submitted to Lockyer
Council commenced Valley Regional
discussions with Bun- Council for a Bunnings
nings in 2009 for the
store on Endeavour
purchase of the former Way, Plainland. The
works depot site at 89 land was purchased
West Street, with the
by developer Spinksco

which lodged the DA
and has been accepted
by council, according
to the Toowoomba
Chronicle.
If approved, the
warehouse will be
constructed on a plot
of land spanning
21,650.34sqm including 180 car parks. It is
estimated the development will cost $20
million.

and the store will continue trading throughout.
https://bit.
ly/33OOME7

fully-enclosed timber
trade sales area as well
as a roofed building
materials and landscape yard. An extra 49
carpark spaces are also
Caloundra
proposed to service the
Bunnings has secured expansion.
the site that adjoins its
Sunshine Mitre 10’s
Caloundra store and
Caloundra trade centre
lodged a development is between an existing
application (DA) to
Sydal Street Bunnings
demolish the existing driveway and the po1244sqm warehouse
tential new one.
store.
Bendigo
An industrial shed on Lake Macquarie
The extension at the a 4000sqm allotment
Bunnings will be the
Bunnings Kangaroo
with a large industrial first store to open in
Flat store will add an
warehouse was sold by the $100 million Benextra 4000sqm of floor Ray White Commercial netts Green retail and
space to 13,500sqm and Caloundra in a concommercial centre in
an additional 60 car
fidential transaction
NSW in late 2020. The
park spaces in a $10
for $1.975 million. The
retailer is set to relomillion project. There
property is located at 7 cate to Bennetts Green
will be a larger outdoor Sydal Street.
from Belmont North.
nursery, timber and
Bunnings is lookThe 30,000sqm site
building materials
ing at constructing
has been earmarked
landscape section.
a 2359sqm extension
for development for
The store has been
to the existing store
years and was close to
operating in Bendigo
incorporating a timber housing a Masters un(VIC) for 20 years and
and landscape yard
til the chain collapsed.
Bunnings flagged an
with a second access
Lake Macquarie mayor
expansion to the store point from Sydal
Kay told The Newcasback in 2014.
Street.
tle Herald:
Work is expected to
The new retail space
continues next page
finish by Easter 2020
is intended to house a

hnn.bz

big box
update
Blackwoods’ digital transformation
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Wesfarmers’ Industrial & Safety (WIS)
division that includes
its Blackwoods outlets
is getting a digital
makeover, reports the
Chanticleer column in
the Financial Review.
Blackwoods retails
tools, safety gear,
workwear and other
industrial supplies.
Managing director
of WIS, David Baxby is
overseeing the implementation of new
enterprise resource
planning (ERP) system
supplied by Microsoft.
Before the company
set out to spend about
$45 million to replace
its 30-year-old legacy
systems, it looked at all
the major ERP ven-

dors. Mr Baxby said
the company rejected SAP and Oracle
because these software
systems are not only
expensive to install but
have to be customised
to suit the business.
This can lead to costly
upgrades.
He said Wesfarmers
opted for Microsoft
Dynamics because the
software has an open
architecture, it sits in
the cloud, it is low cost
and it is flexible. An
equally important consideration was the buyin by Microsoft’s senior
engineers in Australia
and in the head office
in Seattle.
It employed the
global firm DXC to im-

plement the Microsoft
Dynamics 365 suite of
products.
Mr Baxby explained
to Chanticleer that
the legacy systems at
Blackwoods, combined
with its extensive
range of products, had
combined to make it
impossible for staff
using a computer
to check inventory
in each of the seven
Blackwoods distribution centres in real
time. Blackwoods
carries about 260,000
SKUs.
One of the hiccups
in the implementation was caused by
the rollout of a new
web interface, which
forced sales to drop
by 2% over a couple of
months. However the
problem has now been
fixed.
According to IT
News, the business
also recently installed
32 state-of-the-art
Cohesio robots – or

automated guide
vehicles that can fetch
trawl 1350 racks and
86k product locations –
across six distribution
centres.
The investment in
technology has had a
major impact on the
division’s financial performance. At Wesfarmers’ full year results
briefing in late August,
CEO Rob Scott said:
The performance
of the Industrial and
Safety business was
disappointing, reflecting the impact on
Blackwoods’ earnings
from ongoing investment in customer
service and the ERP
system.
While the Blackwoods
customer experience
has improved, successful delivery of the ERP
system is required to
deliver sustainable
earnings growth.
Mr Baxby has conceded that it is taking
longer than antici-

pated to see earnings
materialise. He said:
I am not going to shy
away from the fact
that no one is more
disappointed with the
results of the last 12
months than me … But
what I feel we have
done is we’ve bitten
off a lot of the data
remediation, a lot of
the systems remediation challenges that
you always encounter
and maybe you don’t
fully expect when you
undertake an ERP
program.
That is going to go
on for the next 6-12
months, we are not
going to shy away from
that.
https://bit.ly/2PQ887O
https://bit.ly/32miUp4

some demolition soon
after the purchase.
Garry James, the
retailer’s acting general
manager of property,
said:
Bunnings has been
working with our consultants over several
months in an effort to
address any areas of
concern raised after
our previous planning
application.
Subiaco CEO Rochelle Lavery said
the company and
council planners had

discussed a range of
issues identified with
the previous plans,
including traffic, access
and design quality to
suit the urban area.

Stores in development (cont.)
of floor space when
completed, according
to The Courier Mail.
Bunnings has already
been secured as a
major tenant in homemaker centre, subject to development
approval.
It is being touted as
becoming one of the
Pimpama
biggest large format
Work has begun on
retail precincts in
the $200 million devel- Queensland at the rapopment to be known as idly growing northern
Home Focus Pimpama end of the Gold Coast.
(QLD). It will have
Baycrown Group
more than 53,000sqm
bought the 24.8ha site
This a great site, high
profile and it shows a
huge investment in our
city. Also the jobs that
come out of that.
It’s a very big retail
format here. It’s probably the biggest we’ve
seen since Charlestown
Square.

at Yawalpah Road in
2014 for $14.18 million.

Subiaco
Bunnings abandoned
its first attempt to
build a $27.5million
outlet in Jolimont (WA)
in the first months of
2018 when the proposal
was recommended for
refusal by council staff,
according to POST
Newspapers.
The site — for which
Bunnings paid $13million — has remained
vacant since, with
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update
Bunnings keeps customers satisfied: Roy Morgan
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Data from Roy Morgan shows Bunnings
received a customer
satisfaction rating of
91%, becoming the winner of the Hardware
Store of the Month
Award for July 2019.
With this win, Bunnings has won twenty
monthly awards in a
row, placing it into an
unbeatable position
for Roy Morgan’s 2019
Hardware Store of the
Year.

The Roy Morgan value segment containing
the highest number of
Bunnings customers
is called “Traditional
Family Life”. They
are customers that
represent the core of
“middle Australia motivated by security, reliability and providing
better opportunities
for their family”.
Roy Morgan also said
Bunnings customers
are more likely than
the average AustraBunnings
lian to be in the “Big
customers
Spenders” category
While men make up
in relation to their
the largest proportion discretionary expendiof Bunnings customers ture. This can explain
(53%), women aren’t
why they splash out
far behind (47%). It
on a new back deck or
indicates how Bunbathroom upgrade.
nings has transformed
Their attitudes tend
the average Australian to be more conservahardware store from a tive than the genman’s playground, to a eral population. For
family-friendly place
example, they are less
to shop, according to
likely than the average
Roy Morgan.
Australian to believe

that “it’s the government’s duty to support
those who can’t find
work”, and more likely
to think that “threats
to the environment are
exaggerated”.
Bunnings customers are perceived as a
hard-working bunch.
When they aren’t
spending time on their
latest renovation, they
will usually be off doing other tasks around
the home. About
a quarter of them
recently worked on a
car, and three-quarters
spent some time in the
garden.
They are more likely
than the average
Australian to watch
all major sports on TV,
except for basketball,
which they’re not overly keen on.

Ratings
Bunnings’ customer
satisfaction rating of

91% was followed
by Mitre 10 (90%),
Home Timber &
Hardware (87%)
and True Value
(73%).
These are the
latest findings from
the Roy Morgan
Single Source
survey derived
from face-to-face
interviews with
1,000 Australians
each week in their
homes and over
50,000 each year.
Although Bunnings has maintained a consistently high customer
satisfaction rating
for several years,
Mitre 10 has also
managed to lift its
customer satisfaction
in line with Bunnings.
Both hardware stores
have increased their
satisfaction ratings by
1% over the past year,
and 2% since July 2017.
Home Timber &
Hardware, which
won its last monthly
customer satisfaction
award in November
2017, has experienced a
slight drop in customer
satisfaction (-1%) since
July 2018. True Value
has also slipped 3%
over the same period.
Roy Morgan CEO,
Michele Levine said:
Since opening their
first warehouse in Melbourne in 1994, Bunnings have reinvented
the typical Australian
hardware store. No
longer is it a place
that solely consists of
tools, nuts and bolts,
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but rather a store that
caters to all aspects of
the family home and
garden.
The transformation
of the average hardware store has inspired
a generation of Australians to give DIY a try.
People are now more
involved in household
improvements and
renovations, which was
a job once left only to
professionals.
Bunnings is now
setting the standard
in regards to customer satisfaction. And
with services such as
gift cards, children’s
playgrounds, DIY
workshops and in-store
cafes, it’s really not
surprising to see them
leading the way.
Mitre 10 is also another stalwart of the
Australian hardware
industry, and it’s good
news seeing them competing strongly with
Bunnings on customer
satisfaction. At this
point in time, only
Mitre 10 is capable of
taking the ratings lead
from Bunnings.
https://bit.ly/
2CHogAX

big box
update
Bunnings mea culpa over underpayment
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Speaking at a Committee for Economic
Development of
Australia event on the
future of work in Perth
(WA), Bunnings Group
managing director,
Michael Schneider
publicly acknowledged
the hardware chain
underpaid some of its
employees.
Mr Schneider said the
company had “made a
mistake that shouldn’t
have happened”,
reports The West
Australian. “Frankly,
as a leader, I felt really
embarrassed,” he said.
A coding error in
Bunnings’ payroll
system was blamed for
the underpayment of
superannuation to a
number of its staff for
the past eight years.
The company has
revealed the total
amount of underpaid
super came in at $3.89
million and affected a
total of 40,890 workers.
With compensation
included, the figure increased to $6.1 million.
The average underpayment per team
member, compensation
excluded, equated to
$95.33, with the majority of workers set to
receive a back payment
of under $70. Bunnings
has already issued the
funds to the Australian
Taxation Office (ATO).
A spokesperson for
the company said the
figures had been verified by auditor PricewaterhouseCoopers,
and the company was
“confident the error

had now been rectified
to ensure this never
happens again”.
In rectifying the error, Mr Schneider said
the company had repaid affected staff at a
compound interest rate

Bunnings had apologised to its team as
soon as it had detected
the mistake.
Put simply, we owned
it.
Bunnings’ payroll
oversight was dis-

up to 6,000 current and
former employees approximately $15 million
(including interest) — a
preliminary estimate
— due to “inadvertent errors” picked up
during its upgrade to

part of the process and
apologised “sincerely
and unreservedly” to
the team members who
had been affected. He
also said:
Our priority is to back
pay all affected team
members as quickly
as possible, including
interest, to ensure
affected team members
are fully compensated.
We are also investing
heavily in our payroll
system, processes and
capabilities to fix this
issue and ensure it cannot happen again.

Part of the
problem
The mistakes at
Bunnings and Wesfarmers’ industrials
division adds to the
recent spate of underpayment controversies
Bunnings’ payroll oversight was discovered by the Shop, Distributive and Allied Employees
Association
or so-called wage theft
cases by large corpoof 10% rather than the covered by the Shop,
the single touch payroll
rate firms and organATO’s recommended
Distributive and Allied system.
isations including
rate of simple interest. Employees Association
An internal review
Woolworths, CommonHe said:
(SDA), the union for
found current and
wealth Bank, Qantas
Our mistake is a
retail workers, after
former staff of Blackand the ABC.
really clear example of a part-time employee
woods, Workwear
why no company large raised the problem
Group, Coregas and
Complexity and
or small can take its
with them.
Greencap had been un- compliance
eye off the ball when it
SDA national secderpaid going back as
Citing research from
comes to investment in retary Gerard Dwyer
far as 2010. Around half the Australian Payroll
system and process.
said Bunnings had
of the underpayments Association, associate
Mr Schneider argued “self-reported” to the
relate to superannuadirector at accounting
Bunnings in fact paid
Fair Work Ombudsman tion on loadings and al- firm RSM, Jane Wood
its staff well, delivering (FWO) after uncovering lowances. The division said that while more
more than $150 million, the underpayments.
has been working with businesses are starting
or 13-17%, above award
The big box retailer
audit and consulting
to outsource their payin its various entersaid it also notified the firm PwC to establish
roll services, 67.5% are
prise agreements. He
Retail Employee Super- the full extent of the
still managing payroll
said:
annuation Trust.
payroll failure and
in-house, leaving them
Since July 2015, we’ve
open to a number of
Industrial division those affected.
been paying superanAt the time, managtax and legal compliIn another underpay- ing director of Wesnuation at a rate of
ance risks. She told
ments error, Wesfarm- farmers Industrials,
10%, more than the
Accounts Daily:
ers’ industrial division David Baxby said the
legislated 91⁄2%.
continues next page
revealed it underpaid
Mr Schneider said
FWO was informed as
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The big box retailer
has partnered with a
Perth-based insurance
technology startup, Evari to provide
Australia’s tradies
discounted access to
its managed insurance
product.
The partnership gives
Bunnings’ PowerPass
tradie customers a 5%
discount on Evari’s
small business insurance. The offering
for tradies includes
cover of legal liability,
tools of trade, and tax
audits. Co-founder and
chief executive Daniel
Fogarty said:
Tradespeople are
time-poor, constantly
on the move, and rely
on the convenience
that comes from
mobile and digital
environments.
Evari was created on
a cloud-based platform
two years ago, and is a
digital, tailored insurance option for small

and medium enterprises. It aims to reduce
the total amount paid
for insurance by catering to the fluctuating
needs of these businesses.
Instead of adopting a “set and forget”
approach, Evari said
its insurance ensures
there is adequate cover
at peak times. It can
help users save money
by not overpaying
when their needs are
smaller.

directly appear in their
in-trays. MYOB general
manager of product
David Weickhardt announced at its Partner
Connect conference:
Bunnings is now going to integrate directly
MYOB integration into our software, and
all of the data from
In an earlier and
Bunnings invoices
related story, HNN
will come directly into
reported that BunMYOB.
nings partnership with According to Mr Weaccounting software
ickhardt, the integracompany MYOB will
tion will do away with
make chronicling exmanual entries, with
penses, and receipt and customers not needing
invoice tracking easier to take any additional
for tradies.
action to have their bill
MYOB confirmed
appear directly in their
that it will allow
MYOB in-tray.
Bunnings customers
Mr Weickhardt said
to have their invoice
Bunnings is the single

Bunnings mea culpa (cont.)

Payroll complexities
include determining
the appropriate base to
apply superannuation
contributions or how
to treat the various
components of a
termination payment,
which can include
whether the person’s
employment position
is redundant (and thus
eligible for concessional tax treatment) or
attracts overtime and
penalty rates.
It is often difficult for
smaller employers to
keep up with constant

changes in various legislation that governs
employee entitlements.
For example, earlier
this year, the ATO
made clear its view on
applying compulsory
superannuation to annual leave loading (the
17.5% applied to annual
leave), which means
many businesses will
be caught out continuing with old practices.
Ms Wood believes
it is crucial for all
businesses to review
their payroll systems
to determine whether

they’re at risk. She said:
Companies can
reduce their risk of
tax and legal compliance issues by staying
on top of changing
rules and regulations.
However, this can be
easier said than done,
so it’s important to
have a system in place
that can immediately
identify when a change
to an award or relevant
legislation occurs and
adapt accordingly,
rather than relying on
annual reviews. The
system should identify

biggest invoicer for
MYOB clients. He said:
The number one
request from all of
our customers was to
put Bunnings into the
software.
Despite the official
announcement, it is
understood that the
functionality has yet
to go live, with MYOB
saying that the feature
will be available soon.
Related:

MYOB invoice integration
with Bunnings – HNN
https://bit.ly/2O6AXeY
Sourced from The West Australian and Accounts Daily

errors and rectify payments quickly to reduce
company risk.
Ms Wood believes
an organisation can
take four key steps to
ensure they don’t run
into trouble due to outdated payroll systems.
These include planning an effective way
to managing payroll,
including having adequate payroll systems
in place; choosing
the right accounting
software to support
payroll accounting;
involving staff in deci-

sions; and seeking expert advice on payroll
and tax legislation.
Sourced from The West
Australian, The Australian Financial Review, The Australian,
The Guardian Australia and
Accounts Daily
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Grant’s store
in the link
at the end of
this story).
The proposal, lodged
by Artazan
Property
Group,
sought
permission
to demolish
buildings at
the Parsons
Street site,
near the
heritage-listed White
Bay Power
Station, to
construct a
three-storey
warehouse,
barbecue
area and 74
car-parking
spaces.
It has been
the subject
of intense
Grant Crowle’s The Hardware Store in Rozelle (NSW) will be directly
community
affected by the planned store
backlash
The Land and Enviindependent hardware
since it was
ronment Court has ap- stores in the area”.
first mooted in 2017.
proved Bunnings’ plan
The community want- Local opponents were
for a $11 million store
ed a redevelopment of concerned the store
in the Sydney suburb
the site but this is basi- would operate for long
of Rozelle, subject to
cally a retail business
hours, drive down
conditions.
in an industrial area.
residential property
But Balmain MP
Grant Crowle, owner prices and worsen
Jamie Parker said that The Hardware Store
traffic conditions in the
“enforcing [the conwhich is located nearby already-congested area.
ditions] is next to imsaid the project will
The mayor of the Inpossible”. He told The
all but cripple trade
ner West, Darcy Byrne,
Sydney Sun-Herald:
from local businesses. said traffic near the
While the community He told the Inner West future Bunnings store
did manage to get some Courier:
was set to ramp up due
changes that would reWe’ll probably move
to major infrastructure
duce the impact of the off the peninsula now. projects including the
development, it’s still
They are out to crush
WestConnex Rozelle
an overdevelopment.
everyone … it is going to Interchange and the
Mr Parker said the
crucify all the business- Iron Cove Bridge. Cr
megastore also threat- es here.
Byrne told The Sydney
ened to “destroy the
(Read more about
Sun-Herald:

It’s only a few hundred metres from all
the WestConnex stage
three construction
sites and it brings that
congestion to the other
side of Victoria Road.
The traffic’s already
failing there.
You could describe it
as a perfect storm but
it’s more like a tsunami
of traffic that’s going
to be created around
central Rozelle.
Despite the council’s concerns about
the store’s potential
to exacerbate traffic
conditions in the area,
particularly on weekends, Cr Byrne said not
everyone who lived in
the area was against
the plan.
I suspect there will
be people who like the
idea of a Bunnings in
their suburb. There
are always heaps of
renovations going on in
the area.
Mr Parker believes
the decision to scale
back some of the plans
was a win for residents.
He said:
It’s only because of
concerned community
action that there are
any amendments to
this proposal.
While it’s disappointing that this massive
superstore has been
approved, our community campaign has won
some important changes. We have significantly reduced the hours of
operation, significantly
reduced the size and
volume of delivery
trucks permitted to
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access the building,
and stopped deliveries
being dispatched from
this site all together.
All of this will go
some way towards
reducing impacts on
traffic and parking but
there is no doubt that
this is still a totally
inappropriate development for the site.
Bunnings wanted the
store to open from 6am
to 10pm during the
week, while the council
called for shorter
trading hours. The
court suggested hours
of 7am to 9pm at the
latest on weekdays and
Saturdays, and 8am to
6pm on Sundays would
be reasonable.
Delivery trucks will
be limited to 15 per day,
and 20 trucks per day
during December.
Sourced from Inner West
Courier and The Sydney
Sun-Herald
Related: Grant Crowle,
hardware activist – HI News,
page 37
https://bit.ly/37Ie61a

big box
update
Coolum residents court
win over Bunnings
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Local lawyer and former parliamentarian Ray Barber
told the Sunshine Coast Daily that individual objectors to the Bunnings application for a warehouse at
Coolum Beach were celebrating the decision of the
Queensland Court of Appeal not to grant Bunnings
leave to appeal from the lower court.
Mr Barber said the decision in the Court of Appeal
was the end of a 10-year journey for the community
and council to mould the liveability of the town and
respect its values. He said:
A Bunnings was never an appropriate land use on the
old llama farm site, and the planning scheme accurately said so. A big box entry statement to Coolum would
have sent the wrong message to newcomers that this
was just another suburb by the sea.
Related:
Bunnings store development update: Coolum – HI News, page 10
https://bit.ly/2O6Z39B
Sourced from The Sunshine Coast Daily

Site view of a previously submitted proposed Bunnings development in Coolum (QLD)
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other stores on alert
in this
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update:
•start
The text
independent
hardware store in
Bulli (NSW) has
closed down

• Online protection
is taken seriously
at Bowens
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• New name in rural retail market

• A proposed Bunnings store in the
Lockyer Valley

The Lockyer Valley
in Queensland will be
home to a new Bunnings Warehouse, with
a location now confirmed. (See “Stores in
development around
Australia” story in Big
Box Update.) Commercial construction
website EstimateOne
had a listing for a Bunnings store in Plainland, with a budget of
between $15 million to
$20 million.
Prior to a location
being confirmed, the
news that Bunnings
was planning a store in
the region sparked major concerns amongst
local hardware store
owners.
Goodwin and Storr
Mitre 10 owner John
Storr said it was worrying, as Bunnings was
already affecting his
business. He told the
Gatton Star:
Even at the moment when there’s no
Bunnings in the area
they’re still having a
detrimental affect on
my business. There’s
such a big floating
population of workers
that work outside the
area – they’re going to
Bunnings all the time.
He believes the
arrival of the hardware
retail chain would be
catastrophic. Mr Storr
said:

A new Bunnings could open close to Stephen Rukle’s store
We’ve been in business for over 100 years
and I don’t know how
well I’ll do against Bunnings, to be honest. It’s
not just prices, it’s just
the volume of product
they have that I can’t
compete with.
If they do open up, I’ll
give it two years to see
how it is and if I can’t
make a living out of it
I’m just going to close
up the shop.
He claimed the big
box store “decimated”
small businesses and
questioned how it was
allowed to expand.
Plainland’s Hardware
and Rural owner Stephen Rule also told the
Gatton Star:
I hope our customers
would be loyal, we’re a
family business — all

the hardware stores
in the area are family
businesses.
Mr Rule claimed
customers wouldn’t
benefit, saying prices
at Bunnings were no
cheaper.
I’s perception — they
try to give the perception they’re cheaper
but they’re actually
not.
He believes any job
creation from the
development would
be offset by losses in
other businesses.
Bunnings acting
general manager for
property Garry James
said in response to the
concerns there was
room for everyone in
the market. He said:
We compete with a
huge range of retail-
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ers and believe that
there is ample room
for a wide variety of
operators, speciality
providers and online
retailers. Bunnings is
a strong employer of
local residents in the
Lockyer Valley, with
over 700 team members
employed in surrounding stores.
Sourced from the Gatton,
Lockyer and Brisbane Valley
Star
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update
A new name as rural retail consolidates
Mr Clayton said
stores were also starting to be merged in 38
locations where both
Landmark and Ruralco
branches currently
existed.

ACCC approvals

33

The competition
regulator has signalled
closer scrutiny of future activity in the agricultural sector after
not opposing Elders’
$187 million takeover
of Australian Independent Rural Retailers
(AIRR), and Nutrien’s
purchase of Ruralco.
Australian Competition & Consumer
Commission (ACCC)
deputy chairman Mick
Keogh said given these
recent major deals in
the sector, there was
significant consolidation.
We will look very
closely at any further
consolidation.

The Landmark name will soon disappear from the Australian rural retail market and be
replaced with Nutrien Ag Solutions (below)

Highly recognisable
rural brands Landmark and Ruralco will
soon disappear from
the business landscape, as the recently
merged companies
unite to form Nutrien
Ag Solutions.
The name stems
from Landmark’s
Canada-based parent
company, Nutrien Ltd,
which acquired Ruralco Holdings Limited
for $469 million.
Managing director of
the new-look company.
Rob Clayton said the
name was chosen to
reflect the global reach

of the brand. He told
ABC Premium News:
Agriculture is a
global business, and we
wanted to make sure
that we have a strong
connection to the
global business going
forward.
Fifty-one per cent of
millennials said they
would like to have an
option to work for a
global business, and
this is a global business
and I want to make
sure that we don’t hide
that fact.
I want people to know
that we have tentacles right across the

world looking for the
best solutions for our
growers, and giving
opportunities for our
employees.
The company has
confirmed around 400
of its corporate-owned
and joint-venture
rural stores will be
rebranded across Australia over the next 12
months, with a further
300 independent stores
to remain under the
CRT brand.
There will also be
sub-brands created
for Nutrien’s livestock,
wool, equine, and water businesses.

Elders-AIRR
Mr Keogh said the
ACCC examined Elders’
proposed transaction closely, because
it could give rise to
vertical integration
concerns.
In particular, the
ACCC assessed the
risk that independent stores would be
discriminated against
by Elders in a way that
harms competition…
Market feedback
suggested that most
independent retailers believe they have
sufficient alternative
supply options if Elders
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attempted to discriminate against them.
It also appears that
existing or potential
new buying groups
or wholesalers could
expand in response to
any future change in
AIRR’s offering.
The ACCC said it
considered whether
the transaction could
result in reduced
competition in towns
where Elders and
independent stores
supplied by AIRR are
in close proximity to
each other. Mr Keogh
said:
The vast majority
of locations impacted have other stores
competing with Elders
and the AIRR-supplied
stores, which are likely
to prevent a softening of competition.
In those cases where
there were limited
alternatives to the Elders and independent
AIRR-supplied store,
market feedback indicated that there were
alternative wholesale
supply options for the
relevant independent
store.
The regulator said it
also explored the issue
of Elders’ bargaining
power with manufacturers or importers of
rural merchandise. It
had concluded that
while Elders would be
in a strong bargaining
position, suppliers still
generally had other
channels through
which to distribute
continues next page
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their goods, and any increase in buyer power
was not likely to be
substantial. Mr Keogh
said:
Ultimately, we decided that there would not
be a substantial lessening of competition in
any relevant market.
Elders managing
director and chief
executive officer Mark
Allison assured there
will be “a light touch
integration” of the
AIRR business into its
network after welcoming the decision by the
ACCC. He told Sheep
Central:
It means both businesses can get on with
delivering the transaction … By preserving
continuity of AIRR’s
key management
team and independent
identity through a
light touch integration,
AIRR will continue to
deliver the benefits
to its independent
members which have
enabled it to achieve a
track record of consistent growth…
The Elders deal will
make it the No. 2 rural
merchandise operator
behind Nutrien’s Landmark stores.

combined Landmark
and Ruralco business
was not as strong as
first expected.
He acknowledged
farmers also had some
market power fears,
but the retail sector
was less troubled.
While the two farm
services businesses had a combined
retail brand footprint
covering 45% of the
Australian agricultural marketplace, he said
many Ruralco stores
and its CRT merchandise network members
sourced supplies from
several wholesalers, or
direct from manufacturers.
The combined
Landmark-Ruralco
entity would fully own
less than 25% of rural
stores, although it may
still provide wholesale
services to many other
part-owned or independent sites.
Independent rural
retailers told the ACCC
they already shopped
around for the best
wholesale deals. They
would not push for a
special ACCC ruling
to prevent the new
company preferencing
its own network with
cheaper prices or a
Nutrien-Ruralco
better product range
After initially flagthan it offered indeging concerns about
pendent retailers. Mr
its potential wholesale Keogh said:
market clout and
Feedback we received
retailing power, the
suggested independent
ACCC approved the
retailers who felt disadNutrien’s acquisition
vantaged would simply
of Ruralco. Mr Keogh
switch to a different
said at the time:
wholesaler.
The issue of increased In fact, many albuying power for the

Total Rural Supplies in Darling Downs (QLD) is part of the AIRR network
ready sourced some
operating businesses,
supersized agribusiag merchandise from
not necessarily the
ness began trading on
more than one supply network brand.
October 1.
point – even those in
Mr Keogh also noted Related:
the CRT group weren’t the power of big
Elders moves into wholesale
necessarily relying on national retailers in
– HNN
its wholesale division. agriculture appeared
https://bit.ly/2NVDzvY
Based on past farm
much less likely to rep- Ruralco attracts more takeover
sector agribusiness
resent a market power attention – HNN
merger trends, indusproblem for product
https://bit.ly/2Qu2HvN
try observers have
suppliers than was
Also sourced from ABC Premialready forecast up to potentially the case in um News, The Australian and
50% of participating
grocery or hardware
The Weekly Times
businesses in the new retailing.
combined business or
Farm services stores
their key staff could
— both small outlets
break away, opening
and large chains —
up as sole traders or
catered for varying
with splinter groups.
farming needs from
Mr Keogh said:
horticulture to sugar,
It will be interesting
sheep, beef or broato watch if the mardacre crop inputs,
ket will become more
depending on where
competitive with more stores were located.
independent operators, Demand priorities
or new alliances.
fluctuated between loWe considered the in- calities and during the
dependent sector was
year, making it difficult
likely to remain strong, for any major retail
because of the close re- group to realistically
lationship independent expect special treatstore owners can build ment from product
with their local farmer suppliers.
customers. About
After the takeover
70% of customers in
was approved by the
this sector have their
Foreign Investment
loyalty to individuals
Review Board, the
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centre via
an MPLS
network,
which reduces complexity as
only routers
are needed
at each site.
Having two
firewalls
means we
can reboot
and upgrade when
required without interWatchGuard Threat Detection and Response
rupting our network
In a featured case
rity services provider
study by security
[MSSP] who could best traffic.
In order to provide
vendor WatchGuard,
advise, consult, guide
options that could
timber and hardware
and recommend the
adapt with busiretailer Bowens details best security tools for
ness growth, Viatek
how it has been upour business.
suggested using the
grading its security as
Over the last eight
a result of the changyears, Bowens has been WatchGuard Total
Security Suite, and
ing nature of digital
working with MSSP
threats. IT services
Viatek to help improve worked closely with
manager, Brendan
the supplier’s security, the team at Bowens
to make sure it would
Hart, explains:
using solutions from
match the needs of the
Security is not some- WatchGuard.
thing that you can fix
The retail group’s se- business.
According to Mr
once and then forget
curity overhaul began
about. We needed to be in 2017 with the instal- Hart, one tool that
sure we had the best
lation of two firewalls has proven helpful is
DNSWatch, a cloudtools in place and that in the its data centre.
based service that can
those tools would be
Mr Hart explains:
protect users from
enhanced and imWe have been very
phishing attempts. He
proved over time.
centralised in our
said:
At the same time, we approach to IT and
It was literally a
wanted to work with a security. All our sites
five-minute job to point
leading managed secu- connect to the data

our DNS servers to
DNSWatch and it was
up and running. If any
staff member clicks on
a link to a potentially
dangerous web site,
access is automatically
prevented, and an alert
generated.
The IT team is taking
advantage of WatchGuard Threat Detection and Response,
which continuously
analyses network traffic and identifies any
suspicious or malicious
anomalies. Mr Hart
said:
This effectively adds
another layer to our
security as it monitors
all activity on our
endpoint devices and
is triggered if anything
unusual is spotted. You
can also use it to set up
policies to restrict who
has access to certain
applications and data
stores.
In addition, Bowens’ IT team recently
finished installing
WatchGuard’s AuthPoint, a multi-factor
authentication to stop
unauthorised users
from connecting to the
retailer’s systems.
WatchGuard’s Wireless Intrusion Prevention System (WIPS)
was also installed
at each of Bowen’s
locations to protect
the its Wi-Fi networks.
Protection of these
networks is important,
as they connect to devices like point of sale
terminals and stock
scanners. Mr Hart said:
As WIPS is cloud-
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based, it means I can
manage all my Wi-Fi
access points and
connected devices from
a single console which
is very efficient. If an
access point needs
replacing at one of our
sites, a new unit can be
plugged in by a staff
member and I can configure it remotely.
The new system has
a web portal used for
management which
can monitor and manage networks from one
central point, cutting
down on travel time
between sites. Mr Hart
added that Viatek understands its business
“very well”.
Ultimately, our proper
planning and research
ensured that we found
a partner in Viatek
who could offer the
security required to
protect our data and
business, adhered to
security and privacy
standards and ensured
disasters wouldn’t
impede our business
workflow.
https://bit.ly/2pL1KnX
https://bit.ly/2Ntpaac
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The longstanding — and until recently the only independent hardware store between Bulli and Unanderra in NSW
— has swung its trade gates closed for the last time, reports
the Illawarra Mercury.
The Bulli store had been rebranded from a Home Timber &
Hardware store to the Hardware Man after its original store
located in Unanderra. But since Bunnings opened in nearby
Bellambi two years ago, it was always going to be difficult for
the smaller operator.
Hardware Man general manager Lorraine Van De Haar said
it was the store’s site which made access difficult for many
customers. She told the Illawarra Mercury in an email:
Due to the space, site access, parking and the amount of
trucks/delivery vehicles congesting the site, we came to the
decision that we could better service our customers straight
out of our Unanderra Hardware Man store.
Ms Van De Haar said northern customers would still be
served by the Unanderra store’s “north express” delivery
service. She also said:
It is very hard to compete with multi-national companies,
as for all independents. The advantage we have over [them] is
knowledge, adaptability and a passion for hardware.
The Unanderra store will soon be dealing with a Bunnings
threat of its own, with a new store under construction at
Kembla Grange. But Ms Van De Haar said Unanderra is three
generations strong and will “continue to thrive”.
Our only focus is on our customers and how we can better
service them by creating long lasting working relationships.
We pride ourselves in offering exceptional old-fashioned
customer service and knowledge. We have been the region’s
leading independent hardware store for over 60 years.
https://bit.ly/2pL6DgM
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in this
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• Lung disease
awareness by
USG Boral

• Ring has
launched a video
doorbell in Australia

• Wagners’ CFT
business will
establish another
base in the US

• Speculation
about Fletcher
Building as an
acquisition target
• Belt-making service helps create
partnerships between Klingspor
and retailers

Retailers need to find
sources of growth,
especially in the face of
steadily consolidating
markets. While seeking
out new product
lines, and new sales
areas in stores (such
as checkout counter
impulse purchases) can
be attractive, another
approach is to explore
further possibilities
from their existing
suppliers.
For example, Klingspor is well-known for
its range of abrasive
products, but it has
also been successful in
creating new businesses for retailers through
its belt-making service.
The company’s managing director, Paul
Hoye believes there is a
good market for belts,
and that Klingspor
can offer “an excellent
product range, and the
knowledge to suit all
applications”.
Steve Gilbert from
Cost Less Bolts and
Industrial Supplies
(CLBIS) in Ringwood
(VIC) is one of the
retailers which have
benefitted from this.
He sees Klingspor as an
ideal supplier for this
reason. As he explains
to HNN:
We started with
Klingspor in 2006, but
I reckon it wasn’t until
a few years later that

we started with their
belt-making.
They had a really
good rep — not saying
they don’t have a good
rep now — and he gave
us a bit more confidence in selling it ... We
were used to selling
grinding wheels, just
the basics. But he gave
us the confidence to
go and sell that sort of
product [belt-making]
ourselves. Klingspor
advised us on where
we should be selling
it, who to, and how to
get in the door of the
customers.
Since then CLBIS has
been regularly selling
belts in various sizes,
from 10mm miniature
belts up to very large
belts, which can run
up to ten metres
long. In this instance,
Klingspor helped to
create a brand-new
business with an
additional revenue
stream for CLBIS.
Developing that
kind of new revenue
stream is almost a
kind of partnership,
with the sales rep
working to understand
the store well enough
to provide advice on
how to effectively
expand its offer. And
Klingspor would not
have been able to help
start something new at
CLBIS without Steve’s

Klingspor Australia managing director, Paul Hoye with
some of the company’s belts

Klingspor’s belt-making facilities in Silverwater, NSW
enthusiasm — along
being a diverse busiwith his ability to see
ness, we don’t just sell
an opportunity when it nuts and bolts. When
was presented to him. we started selling
Steve refers to it as
cutting and grinding
“taking the blinkers
wheels … we were with
off”. He said:
another brand … and
We pride ourselves on continues next page
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finishing, as well as for
specialised tasks such
as glass grinding and
floor sanding. In fact, it
has well over 20 different types of materials,
with some of these
materials available in
up to 14 different grit
sizes. This means there
is a wide range of permutations, from which
customers can choose
the exact product they
need.
The complex process of making belts
involves several
Klingspor always tests the joins from its batches of abrasive belts
procedures. Firstly, the
material comes in huge
“jumbo” rolls which are
up to 1,650mm wide
and typically 50 metres
Belt-making
long. This material
Klingspor has been
has to be cut to length,
involved in custom
and then “scuffed” or
manufacturing abra“skived” to ensure that
sive belts in Australia
it is perfectly flat when
since 2003, with some it is joined.
of the current staff
A two-part glue is
working there from
used to make sure
the very beginning.
that the join is strong
The company said its
enough to cope with
price book shows the
the toughest applicacomprehensive range
tions. That is importof materials and sizes ant, because the belt is
available. Its specialexposed to very high
ised staff are always on speeds and pressures
hand to help advise on when used.
which includes handyThe end result: Klingspor’s abrasive belts
a technical level.
Once the join is
men who do small
Belts as narrow as
there was no push for
don’t you try the belts?’
pressed
at high
jobs, on up to large
6mm and up to 1.6
any sideways move[So] we started with the
pressure
and cured
commercial customers.
metres wide can be
ment on the products. linishing belt for your
overnight,
it can be
According to Steve:
It was always ‘sell more standard belt grinding
manufactured, in most “slashed” to the correct
A couple of my
cut off wheels, sell
machine. And then,
lengths. The longest
width, packed, labelled
biggest customers are
more grinding wheels’. of course, once you’re
belt Klingspor has
and despatched to the
offshore oil and gas
However, when Kling- into that then you ask
made was over 10 me- customer.
manufacturers ...The
spor became a supplier the question of your
tres long. All its belts
Klingspor differentinext largest would
to the store, it worked customers, and you
are made in its factory ates itself from many
be steel fabrication,
with Steve to look
find more out about
located in Silverwater other belt manufacturand stainless steel
beyond its traditional whether people use a
(NSW).
ers in one very importmanufacturers [that
product categories. He bigger linishing belt or
Klingspor has belt
ant way: the company
produce] balustrading,
said:
a wider one...
materials for all
stainless steel fencing
continues next page
...When Klingspor
The belts suit the
applications, from
and hand rails … And
came in, they said ‘why store’s customer base,
knife making to timber
we’ve got some guys
involved in timber.
Another Klingspor
customer in Thomastown (VIC), Jonathan
Dewar from Rotary
Tools, said Klingspor’s
belt-making facility in
Sydney suited its business for fast, short and
large volume abrasive
belt supplies. Established in 1947, Jonathan
said his business has
a strong reputation as
an “abrasives house”.
It is mainly focused on
manufacturers in the
metal sector. He sees
Klingspor as a “reliable
and cost effective supplier of abrasive belts”.
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Is Fletcher Building for sale?
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The DataRoom
column in The Australian reports that
speculation surrounds
Fletcher Building as an
acquisition target with
some wondering if
Irish building materials company CRH is
interested. However,
others reject the idea
the international
group is a suitor.
Another possibility — which has been
raised previously — is
Wesfarmers, although
its interest is only
expected to be in its
plumbing supplies
business Tradelink.
Lendlease could also
acquire parts of Fletcher Building
Speculation also exists that private equity
firm Lone Star Funds
is looking at Boral to
acquire while Swiss
multinational LafargeHolcim has denied rumours it is considering
selling its Australian
assets. Perth-based
AvidSys Group which

is involved in mining
investments, commodity trading and
business consulting, is
thought to be exploring a purchase of BGC.
The Barro family
business may also
merge with Adelaide
Brighton, of which
it is already a major
shareholder.
For the 2019 financial year, Fletcher
Building reported a
NZD246 million net
profit from continuing
operations after being
NZD239 million in the
red in the prior year.
Revenue from continuing operations was
NZD8,308 million, up
from NZD8,211 million
in FY18.
EBIT before significant items, from
continuing operations, was reported as
NZD549 million from a
loss of NZD29 million
in FY18. (Continuing
operations excludes
the divested Roof Tile
Group, Formica, Dong-

quality homes at scale
by producing the core
wha and Sims Pacific
businesses Roof Tile
structural components
Metals operations.)
Group and Formica
of a house in a factory
It now generates
during the year.
environment, in as
most of its revenue
Fletcher Building has little as a day. Manfrom New Zealand
also recently launched ufactured wall, floor
after it was historically its Clever Core facand roof components,
split about 50-50 with tory in the Auckland
which contain locally
Australia.
suburb of Wiri which
sourced insulation,
At the company’s
is being promoted as
double-glazed winFY2019 financial reNew Zealand’s largest dows and allowances
sults announcement,
purpose-designed,
for wiring and plumbit said its decision
offsite home manufac- ing, are then transto operate in a more
turing facility.
ferred to building sites
focused geographic
The high-tech facility and constructed into
footprint led to the
is designed to accelersale of international
ate the manufacture of continues next page
Fletcher Building’s Clever Core factory is open

Klingspor’s belt-making services (cont.)

always tests the joins
before the belts are
sent out.
Klingspor’s in-house
engineers in Germany
have developed belt
join testing machinery.
Every batch of belts
produced around the
world on its sites is
tested to make sure
that the join is capable of meeting or
exceeding its high level
standards. The testing
machinery transmits

the results of the tests
back to the home office
in Germany, where
they can be effectively
analysed.
The production time
for the custom-made
belts made at Klingspor’s facility in Silverwater is usually three
to four working days
from the date of order.

industrial tools — can
contact Klingspor directly about adding the
abrasive belt service
to their business. In
addition to pricing and
service, Klingspor can
suggest the best ways
on the best ways to
reach out to their local
markets.
When asked what advice he would give reRetailers
tailers thinking about
Retailers — especially offering something
resellers involved in
similar, Steve said:

Not that I’d want
everyone to do what
we did because that
would mean a smaller
piece of the pie for us!
(Laughs.) At the end
of the day, if people
are just looking with
blinkers on, then they
are not going to grow.
There’s only so much of
a certain product you
can sell to a person. But
if you can possibly take
the blinkers off, and go
sideways, using lateral

hnn.bz

thinking, then definitely you have a chance
to grow. And the guys
at Kingspor are really
good with that.

supplier
update
Wagners looks to US for expansion

the Toowoomba
Regional Council to
expand its existing
CFT operation at the
Wellcamp Business
Park. The council has
yet to respond to the
DA, according to the
Toowoomba Chronicle.
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Cement sales have
been hurt by the
dispute with Boral
and Wagners said
that conditions in the
south-east Queensland
market remain challenging as competition
intensified from new
entrant Southern
Cross Cement.
Boral dispute
Construction reveThe company also
nues have weakened
recently resumed
because of delays in
deliveries to Boral’s
big infrastructure projQueensland resourc- ects but the company
es business which
expects to benefit from
takes about 40% of
a rebounding resourcWagners’ CFT division designed and installed the first ever clip on the pedestrian walkway
Wagners cement as
es sector.
and cycleway to Chesterhope Bridge in Hastings, New Zealand
part of an agreement
Related:
Building products
The composite fibre
and non-executive
negotiated after the
Hedge fund buys into Waggroup, Wagners is exunit hopes to win deals chairman Denis Wagsale of Wagners’ conners – HNN
panding its Toowoom- providing road bridges ner as saying the group crete business to Boral
https://bit.ly/2QwIq8F
ba-based composite
and pedestrian infrawanted to produce
in 2011. The agreement Court next stop for cement
fibre technologies
structure. Wagners
composites in the US
requires Boral to buy
supply dispute – HI News,
(CFT) business to the
estimates that over
early next year. He
cement from Wagners page 28
US which will be fund- 235,000 US bridges
said:
until December 2021.
https://bit.
ed, in part, by its recent have been identified
We’ve got machinery
Boral has been
ly/2CZas4W
$40 million equity
as needing repairs,
ordered and being
trying to get Wagners Sourced from The Australian,
raising.
according to The Aus- delivered in the US.
to lower the price
The Australian Financial
Wagners expects
tralian.
The US market now
it charges, claiming
Review and The Toowoomba
to spend between $5
The composite fibre
makes only “minimal” it can buy cement
Chronicle
million and $10 million is currently produced contributions to Wag- significantly cheaper
building production
in Toowoomba and
ners’ revenues but this elsewhere in southplants located in Texas exported to the world could grow to as much east Queensland.
or Wyoming over the
but Wagners outlined as 50%, he said.
Wagners has taken the
next two years to man- plans last year to make Prior to the andispute to court and
ufacture composite
a strategic shift and set nouncement of its
a trial will be heard
material that is used to up its own US operaexpansion plans to the in the Supreme Court
build bridges, boardtion.
US, Wagners submitof Queensland on
walks, wharves and
The Financial Review ted a development
November 28.
light poles.
reported co-founder
application (DA) to

Is Fletcher Building for sale (cont.)

the weathertight core
of a house by specially
trained builders.
This is designed to
reduce onsite build
times by 60%, or from
22 weeks to around
6-10 weeks.
Chief executive Ross
Taylor said the new

facility is a significant
advancement in New
Zealand’s housing development capability
and will support a faster rollout of housing.
He told Scoop Media:
Our Clever Core
facility will produce
core components for at

least 500 new homes
each year, including
100 by the end of this
calendar year. It uses
‘Design for Manufacture and Assembly’
principles to streamline
the design, consenting
and manufacturing
process.

This not only significantly speeds up build
times, but also enables
greater quality control
and significantly
reduces building waste,
by as much as 80% per
home built.
Related:
More Tradelink stores:

hnn.bz

Fletcher Building - HI News,
page 25
https://bit.ly/2qt9ye3
Sourced from The Australian
and Scoop Media
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Ring video doorbell smart security
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Home security
manufacturer, Ring
— owned by Amazon
— has launched its
fifth video doorbell in
Australia. The Ring
Door Cam offers a
familiar set of features,
connecting users to
their home when they
are not there. The big
difference in the latest
version is that it is
designed to replace
peepholes found in
many apartments and
townhouses.
The release of the
latest Ring product can
be seen in the context
of the annual Telsyte
Australian IoT@Home
Market Study. Telsyte
is an Australian-based
emerging technology
consultancy. The results for its 2019 survey
indicate that in the Internet of Things (IoT)
market in Australian
homes grew by 57%
during 2018, and is now
a $1.1 billion market.
Beyond simple adoption, the Telsyte survey
indicates that over 1.2
million people are regarded by the company as being “invested”
Smarthome users, with
five or more IoT devices in the home. The
company forecasts this
will increase sharply
by 2023, with most
households owning
more than 15 connected IoT home devices.
That growth should
result in a Smarthome
market worth around
$3.9 billion by 2023.
The other key driver
for the Smarthome

is a desire to
make homes
safer, which
often leads to
the installation
of an integrated
network of video
monitors and
alarms. In the
medium term,
Telsyte sees security and energy
savings as driving around 40%
of all Smarthome
purchases.

Smart security
The Ring Door View
Cam includes the
installation tools necessary to convert traditional door viewers
(or peepholes) into a
smart security device,
and it doesn’t require
drilling or permanent
modifications to a
home or door. Mark
Fletcher, Ring managing director APAC, said:
With the launch of
Ring Door View Cam
in Australia, Ring now
offers a video doorbell
for nearly every type of
home. Those who live
in walk-up style apartments or townhouses
can now keep an eye on
their front door, ensuring they never miss a
delivery person, friends
and family arriving, or
unwanted visitors.
Coupled with an
indoor or outdoor Stick
Up Cam, which was released earlier this year,
renters or homeowners
can now keep an eye
on every access point
to their apartment or
townhouse, especially

Ring now offers a video doorbell for nearly every type of home in Australia
when they are away
from home.
Ring Door View
Cam features motion
detection, two-way
talk, 1080p HD video,
a removable rechargeable battery, knock detection, privacy zones,
and night vision.
Ring has taken into
account that people
interact with doors
and doorbells at
apartment buildings
differently than they
do at single-family
homes. The result is
a security device that
enables apartment
dwellers to easily add

smart security features
to their homes.
Other features
include compatibility with Amazon’s
Alexa smart speaker.
Users can ask select
Alexa-enabled devices
to “show me my front
door”, and be alerted
when motion is detected by Ring Door View
Cam in real time.
The Door View Cam
also has a glass viewer
so the functionality of
the door viewer is not
lost.
Bunnings is currently
stocking Ring products
as part of its Smarth-
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ome offering.
https://bit.ly/33yVf6d
Related:
Smarthome market to surge
from 2019 to 2023 – HNN
https://bit.ly/2OpdN2h
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USG Boral supports lung foundation
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Specialist building
materials supplier, USG
Boral is an advocate for
healthier workplaces
in the construction
industry.
The company said it
is committed to raising
awareness about the
prevention of lung
disease which is diagnosed in approximately 12,740 Australians
each year. The re-emergence of occupational

and asbestos-related
lung disease and most
recently, silicosis, has
been particularly concerning.
It supported Lung
Foundation Australia’s
annual gala ball held
in Sydney. The foundation’s CEO Mark
Brooke spoke about
the organisation’s
support for increased
funding relating to
lung cancer specific

medical research,
better access to
treatment and
medications, and
a national lung
cancer screening
pilot program. He
said:
I would like
to thank USG
Boral for their
support of our
work thus far.
Through this event, we
raised vital funds to
support life-changing
research and continued in our mission to
raise awareness and
improve outcomes for
those impacted by lung
disease. Together we
can continue work to
improve lung health
for all Australians.
Tim Harrington, USG
Boral category manager – compounds, said:

It was a privilege
to support the Lung
Foundation Australia’s
gala ball and develop a
greater understanding
of issues surrounding
lung disease and the
research being undertaken to help those
suffering. USG Boral
has a responsibility to
support employee and
contractor health and
safety, and the greater the organisation’s
awareness of how
it can contribute to
prevention, the more
effective it can be.
In the last few years,
the construction
industry has adopted numerous safety
practices to minimise
exposure to airborne
hazards, including
vacuum assisted
sanding tools and more

effective dust masks
with higher protection against airborne
particulates. Mr Harrington added:
The workplace of old
is no longer the norm.
Working in a dusty air
space being covered in
dust is not something
which has to go with
the territory. There are
simple things individuals and employers
can do to protect
themselves and their
employees.

al network of skilled
colour stylists that
provides a dedicated
in-home service with
participants receiving
A5 samples of the final
colour palette plus a
30% discount on all

Wattyl paints and
stains purchased after
the consultation.
Consumers can contact their local Wattyl
Paint Centre or visit
the website to make an
appointment.

Wattyl targets consumers with consultancy
A new colour design
service from Wattyl
will give consumers
professional in-home
colour advice and
create an individually
curated colour palette
for their home, room
or house exterior.
Wattyl said some
of its most frequent
consumer feedback
relates to the difficulty of knowing how a
particular colour will
look once on the wall
– and where to start
in choosing a colour
that will stay current
beyond a short-lived
fashion cycle.
Colour – and its use –
is a science, according
to Sarah Stephenson,

Wattyl’s
national colour specialist. She said:
Paint colour is
subject to change! Any
colour on any wall
will be influenced by
varying light levels, the
colour of the floor and
furnishings plus artificial light from lamps
and LEDs. It’s important to look at the
undertones in a paint
colour – something a
lot of consumers find
difficult to see.
Many consumers say
they can’t find a starting point for a successful colour palette
for their living spaces
– this is something that
can be as simple as a

tiny chip of
old paint
from some
original
woodwork
or a thread
from a
favourite
dress. It
can also
be something a
little more
complex
such as a
heritage or
architectural element.
Wattyl Colour
Consult aims to offer
consumers a range of
services from a few
ideas or inspiration to
a fully itemised colour
scheme. It is a nation-
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Hortico has a new message for Australian gardeners
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Garden care brand
Hortico has a new
campaign developed by
video-driven advertising agency Mammal.
The ads contrast the
least convenient ways
to go about gardening

against the ease of using Hortico products.
The15 second spots are
designed for online
and on broadcast TV.
Mammal creative
partner Luke Chess
explains:

Hortico promises
effective, no-fuss
gardening solutions at
affordable prices, and
we think we’ve got the
balance of tone, facts
and fun just right. You
can see this in the call

found at Bunnings.
Mammal said it creates on-screen communications solutions for
any device or platform.
They work “strategically and creatively across
any or all of the customer journey, solving
marketing problems by
‘thinking in video’”.
https://bit.ly/2NVwkmO

to action end line we’ve
developed for the ongoing campaign: ‘You
oughta go Hortico’.
Hortico marketing
director Paddy Bryans
is also enthusiastic. He
said:
As a brand that’s
been around for over
70 years, Hortico is an
Australian gardening institution. We’re
proud to continue the
Hortico story through
work that’s noticeable,
memorable, and has
the brand thoroughly
baked-in.
First registered as a
business in 1946, Hortico’s range of garden
care products can be

75

m

m

NE

Av
ai

la

W

bl

e

in

RE
Na

tu

LE

ra
l

an

AS

d

Sm

E

oo

th

Weathertex is a sustainable panel and weatherboard manufacturer
offering the best quality products in the market. The only product of
its kind in the world, Weathertex products are 100% natural and hnn.bz
use
no silica, glues, resins or formaldehydes.

John Ioakim

The Lakes H Hardware - LAKES ENTRANCE, VIC
How did you come into the hardware business?
I was the store manager of this store under the previous owners when it was
a bannered store. In 2016 the owners called me looking to sell. My wife,
Leanne and I spent many a night around the kitchen table running figures
and swapping ideas for the store. We decided to go for it but we wanted to
be truly independent and in control of our stock.

What made you decide on branding your new store H Hardware?
We had a few recommendations to join the HBT Buying Group and when that
stacked up we had a chat with Steve Fatileh who showed us the branding
for H Hardware. It looked great, the colours are eye catching and it really
stands out. The clincher for us was that the store was ours, we could be

For more information and
membership application call

1300 305 719

independent with a strong brand and no forced promotional stock eating up
floor space and our bottom dollar.

How is business today?
We opened in July 2016 and 12 months on business is good. We’ve had
growth and we have strong customer base. Our trade business makes up
75% of the business, I look after that and Leanne is the face of our retail
side. It’s come along way from our first official order that BGC sent to our
house and I borrowed a trailer to be able to deliver it to site.

What would you say to someone considering transitioning
to H Hardware?

If you want to have control of your business, your stock, your promotions
and a stand out brand,then H Hardware is a no brainer.
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THE
WISEST
ISER
Stephen Iser and his leadership at Hume & Iser
Somebody left and they wanted someone in the office. I think
I was 17, and I didn’t know what I was going to do. I think dad
said, “Look, can you come down here and just do this?”
So I did it, and then did some business education throughout
the years, and worked everywhere from delivery, to repping,
hardware and timber. I just kept on working.
I was the last man standing, so in the end, I got the gig [as
general manager]!
So I’ve done this all my life, straight from school.

That’s how Stephen Iser briefly outlines his lifetime career
at the hardware retail operation owned by his family, in the
Victorian town of Bendigo, where its origins go back to 1880.

hnn.bz

Stephen Iser stands
outside the Hume & Iser
Mitre 10 store in the
regional Victorian town
of Bendigo. His family
has been involved in the
busines for nearly 140
years.

Since the 1990s, Hume & Iser has been a watchword in
the industry for how a regional retailer should operate, first
under Home Timber & Hardware livery, and more recently as
it has transformed into the virtual epitome of what a modern
Mitre 10 Sapphire store should be.
Stephen is one of the stalwarts of his generation of retail
managers, the people who have really defined what the modern hardware retail industry is all about. It is a generation
that has been slowly but steadily retiring out of the industry.
The reasons are usually, like Stephen’s, family related.

Legacy
Stephen is a very modest man, but a close reading of the
history of Hume & Iser reveals the central role he has played
in helping to transform a company that was really lagging
the industry slightly by the early 1990s, into a quiet industry leader. He stands on equal footing, really, to the other
acknowledged early leader of Hume & Iser, Leslie Fritz Iser,
known in the business as “old Les”.
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Old Les ran the firm from the period immediately post
World War I, up until 1973. While he passed away in 1980, old
Les continues to live on as a kind of legend at Hume & Iser.
His life, to a modern eye, might seem to have sprung from
some historical novel. Born in 1893, he served as a sergeant
and later lieutenant in World War I. He was wounded in June
of 1916 by shellfire, which resulted in the amputation of one
foot.
Returning to Australia, despite
a rumoured past as something of
a “ladies’ man”, Les became a confirmed bachelor. His sister, Hannie,
gave up her own aspirations for a
family, setting up house for Les, an
arrangement that lasted until Les
entered an aged care facility after
retiring from Hume & Iser.
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The top image shows the store in its
former Home Timber & Hardware Group
livery. Bottom, the image shoes what the
store looks like today. The trees painted
on the building are a legacy of the
original building.

It’s evident that most of his passion in life was channeled
into the business itself. He’s rumoured to have worked from
7am to 11pm every day of the week, and to have assumed total
control over every aspect of the business. When Stephen
started helping out at the retailer, one of his first jobs was
cleaning up the office where old Les worked:
One of my first jobs was to clean his office out. We were only
allowed to do it about once every six weeks or two months. He
would sit in an office where he used to smoke a pipe, and everything would go over his desk. All the documents, when he
was done with them, he’d rip them up and he’d throw them on
the floor. And I think when it was about knee height of paper I
was told to clean it out.
As modern workplaces know, while workaholics often seem
heroic to themselves, they tend to wreak havoc with the lives
of those working with them. That’s a lesson it’s very evident
Stephen absorbed early in his life, even before he began formally working for Hume & Iser:
My father had four children. Two of his brothers both had five
children. Old Les expected them all to be down at the store,
working with him, at all hours. I’d see dad — he’d have dinner
at, I don’t know, at 5pm or 6pm. I’d see him, and then he’d be
back at the store until 10:00 at night.
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As you might expect, conditions at Hume & Iser prior to
the 1980s were not ideal. It was evidently a bit of a shock to
the younger Stephen Iser:
Let me tell you when I started. Gosh, it was shocking! It was
just terrible. I couldn’t believe it. I mean you couldn’t wear
decent clothes to work.
No women were allowed to work
in the business. Women were
supposed to be home, that’s what
it was like. Yeah. And [old Les]
wouldn’t have any kitchenware or
anything like that.
And no forklifts. Everything had to
be loaded and off-loaded by hand.
Everything by hand. So a truck
would come in and all the men
would come and unload it.

The new generation
Of course, this really didn’t
make any sense. To not have any
forklifts at all by the early 1970s
meant both that workers were
subjected to increased risks of
injury, and that the store was
operating very inefficiently. After
old Les left in 1973, it didn’t take
long for the business to begin
modernising.
hnn.bz

Standing stern watch just outside Stephen
Iser’s office at Hume & Iser, a portrait of
Leslie Fritz Iser (aka “old Les”).

30 YEARS

of manufacturing
Clotheslines in Australia
Why buy Austral clotheslines?

Large range of Fold Downs

Proudly celebrating

• Large range of models and sizes
• All structural components are manufactured using
Australian BlueScope® Galvabond® Steel

• Warehouse facilities in every mainland
State of Australia
• Offices located in each State to assist with enquiries
• Spare parts for current and past models readily
available
• Specialised Colour Powdercoating service available
• Proudly Australian Made and Owned since 1987

Contact your state representative today!
Victoria / Tasmania – Head Office

(03) 9799 8122

Queensland

(07) 5596 2520

New South Wales / ACT

(02) 9958 1533

Western Australia

(08) 9455 1985

South Australia / Northern Territory

(08) 8337 4445

www.australclotheslines.com.au

Retract Aways for small spaces

• 20 Year Structural Warranty

Traditional Galvanized Rotaries

• Plastics and Cord are manufactured in Australia

Of course, we bought trucks and forklifts. I think the business
really suffered with cash flow because the better trucks were
available, forklifts were available. So that was the first thing
that they did.

In the old days, it was a very labour-intensive, very hard place
to work. Yeah, and just — filthy. Even so, it wasn’t until about
1989 before we did the first major redevelopment.

While conditions rapidly improved at Hume & Iser, the job
remained a stressful one. As you would think, after “old Les”
left, “young Les” — the oldest nephew of “old Les” — took
over. While the second Les was general manager for nine
years, from 1973 to 1982, over the following 12 years there were
no fewer than four general managers.
After Les left the business in 1982, the general manager job
went to Harry Iser. While Harry did succeed in modernising the company’s fleet of vehicles, he retained its existing
premises. It was also during this period that we see a very
young Stephen Iser begin to appear in the history of the time
as a significant force. It was Stephen who, in 1984, helped to
convince the members of the board to have Hume & Iser join
up with Pro International, for marketing and purchasing.
This was the company formed by the Danks
family, which eventually grew into HTH.
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It was left to the next general manager,
Ian Sides, to really start to bring the business
into the modern era when he entered the
position in 1985. He drew up plans for the
redevelopment of the store. New buildings
were constructed, using the then-revolutionary tilt-slab system, and were completed in
April 1988.
Unfortunately Ian’s wife had become ill,
and at the end of 1991,
he elected to retire
from the company —
which he said later
turned out to be a
very good decision for
his family life. He was
succeeded by Graeme
Trewhella. Graeme
had previously been
appointed company
secretary in 1979, and
was crucial in bringing
computer technology
to the company.
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Top, the paint counter as it was at Hume
& Iser in mid-2016, simple and fuctional.
Bottom, the paint counter as it is today,
clearly located at the visual centre of the
entrance.
The Sapphire team have become experts
at designing great looking paint counters, but, so far, the Hume & Iser counter
would have to be their greatest work.

Recession
The situation Graeme inherited rapidly became a difficult one. The “recession we had to have” — in Paul Keating’s
famous phrase — struck in 1990. The difficulty with that
recession is that immediately preceding it, conditions for
investment had been very encouraging, so a number of good
companies, including Hume & Iser, found themselves over-extended. According to former Reserve Bank of Australia
governor Ian Macfarlane, “the recession happened because of
the unwinding of the excesses of the 1980s, the international
recession of the early 1990s and the high interest rates”.
The cash rate started at around 15% in mid-1990, and fell
rapidly to under 10% through a series of full percentage
point reductions. Meanwhile, though, businesses were hit by
ongoing high rates from prior borrowings, coupled with rapid
declines in their asset prices, even as their sales tumbled.
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Stephen has graphic memories of those times:
So we went and borrowed all the money, and then our sales
halved overnight. Overnight.
Yeah, and we were in big trouble, big trouble. I remember going to the meetings. I don’t know why I went to the meetings.
Anyhow, I was at the bank meetings and, oh
geez, it was terrible.
Anyway, luck has it that my grandfather and I
think my great grandfather, they had bought
some inner-city properties in Bendigo years
before. So we just offloaded all them.
We had to. That’s what the bank said. We had
one director that was arguing about doing it,
and the bank just said, “Well, boys, if you don’t,
it’s over”.
If we didn’t have that reserve we wouldn’t be
here. They would’ve got us.
Graeme lasted around
a year in the position,
and then was replaced in
1992 by a man of Dutch
origin, Sent Anje Heesterman. Sent — who
worked closely with
Stephen — performed
well, slashing costs and
getting the company
going again. However, he
did have a personality
that led to clashes with
other employees. Sent
resigned in November
1994, and the next month
Stephen became general
manager.
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Top, the store as it looked in mid-2016.
Bottom, the store as it looks today.
While it has not been changed out of all
recognition, the design is tighter, and the
signage more modern.

Hume & Iser modernises
While Stephen modestly declares himself “the last man
standing”, that was far from the case. By that time he had
spent 22 years working at Hume & Iser, the last 10 of those as
sales manager.
In fact, as it turned out, this was almost perfect timing at
Hume & Iser. Someone with a heavy sales background was
exactly what was needed to take advantage of what was
going to be the a strong, sustained surge in spending on home
improvement by Australian households, and a rapid expansion in Bendigo.
According to the website Australian Property Investor:
Ranked 209th out of a total of 550, Greater-Bendigo was
among Australia’s top 20% when compared to the rest of
Australia.
The median price for a house in Bendigo has increased at an
average of 8.3 per cent average annually, from $98,500 at the
start of 2000 to $320,000 at the end of 2014. Average rental
yields of 4.7 per cent resulted in a total return of 13 per cent.
Bendigo’s population has grown by an average of 1.5 per cent
over the last decade, lower than the national average of 1.6
per cent.
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Chart 1 shows how the property market has fared. Despite
variable numbers of sales, the value of both houses and
multi-unit dwellings has continued to rise. That rise begins in
1999, and has continued for the past 20 years.
Currently, Bendigo also has home ownership of over 70%,
and a steadily increasing overall population, with new suburbs growing at the fastest rate.
The challenge facing Stephen, after he was appointed
general manager, and the company had time to readjust to its
changed circumstances, was how best to take advantage of
the available growth. The solution he came up with for Hume
& Iser was to make sure that it could grow its DIY/consumer
business — something that he was very successful at doing.
Even today, the balance between trade and DIY stands at
around 50/50 — a considerable achievement, considering that
it is now close to 70/30 across IHG.
One of the main reasons for this is Stephen understood
early on that to take advantage of the growth potential of
the area, it was necessary to appeal to
a broader market, especially women. A
key part of that strategy was Hume &
Iser’s ongoing membership in HTH. After
joining its early incarnation, Pro International, the company did leave for a while
in the late 1980s, but rejoined HTH in the
1990s.
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Chart 1, showing how growth took of in
the property market for Bendigo post1999.

The Bunnings challenge
This membership was one reason why the store was so successful at fending off its first major competitor, when Bunnings opened its initial Bendigo store in September 1999.
According to Stephen, when he first heard the store was
going to open, he found himself almost panicking about it.
I’m thinking I’m not going to have a job. I’ve still got two kids at
home. What am I going to do? I was just totally out of it.
As it turned out, it wasn’t so bad.
So they opened up, yeah, it would be over 20 years ago now.
They opened up and the sales were still there, and they were
still going up. I’m thinking okay. Weekend sales went down a
bit, and I said, “Well, here it goes” and then nothing.
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The first store had only a negligible effect. However, when
Bunnings opened its second store in the town during 2015, it
was a very different story. Hume & Iser found out about the
prospective development in 2014.
We heard this [new store] was opening. So we did the extension of the garden centre knowing that they were going to
open. That was another strategy. Bunnings are coming down
here, and our garden department was growing
and going very well.
So I said, “Okay, we need to get a better
garden centre” because it wasn’t good. At the
time it was just an add-on at the side of the
business. It was nice, but it was just an add-on,
so I said, “We’re going to do it properly”.
So the board agreed to do that, and funnily
enough, I went on a study tour with the group
to Germany, and we did a garden centre tour
so we got a whole lot of ideas.
We finished that project in September 2014,
then they opened up
June of 2015, and it
hit us hard. It hit us
very hard.
The reason for the
competition was a
combination of the
new Bunnings’ location, and the changing
demographics of the
region. The store was
located in Epsom, to
the north of the city
centre, and much of
the new development
in greater Bendigo was
taking place to the
north as well.
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Top, the Makita display in the store
mid-2016. Bottom, the tool display as it
is today. While much has been preserved
from the earlier version, the “Tool Centre”
pillar adds a degree of drama, and makes
it easy to locate.

The result was that Hume & Iser saw a drop of 15% in sales
turnover.
So 15%, bang, straight away. It just hit us hard. So we had to
deal with that. We had too many staff and we had to — it was a
hard time. We had to shed a bit, get back to basics a bit.
At first, my theory was, OK, keep the staff, keep the service up.
Keep that up, and they’ll come back.
Then I came to realise they’re not going to come back. They’re
just not going to come back because why would they? They
didn’t. And the reason they don’t is because they don’t have
to. Now, they just have to drive half a kilometre and they get
what they want. They don’t have to drive five or six kilometres,
right?
You might get one or two that will come back, but the rest,
they’ll just go to Bunnings. Even if they hate going there they’ll
go there. And they’ll go and whinge and complain about the
service, but they’ll still go there because they don’t have to
drive all the way in here.
So then we had to reorganise the business and we had to get
rid of some staff and cut down costs. It hurt, but look, it’s made
us a better business because we’ve had to change. If Bunnings
weren’t down there we’d be just probably
motoring along and doing the same old
thing. But, yeah, we had to fight it.
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Over the next couple of years, at least
some of the business came back. But this
was also a real incentive for Hume & Iser
to enter into talks with the current owner
of HTH, Metcash’s Independent Hardware
Group (IHG) about what the next stage
of the business might be. Because, for one
thing, it was definitely a possibility Bunnings would also upgrade its older Bunnings store, adding
further pressure.
In the interim, we
started talking to
[IHG], and now this.
We said, “Well, okay,
we need to get this
business up and running, and we need to
get it state-of-the-art.”
And for Hume &
Iser, that meant IHG’s
Sapphire program.
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Top, the mower display from mid-2016.
Bottom the mower display as it is today.
Again, the Sapphire program did not
seek to change everything, leaving the
better elements of the old store in place.

The move to Sapphire
Stephen admits that when Metcash initially took over HTH
he was somewhat sceptical about how that arrangement was
going to work.
I just didn’t think, you know — how could it work? How could
one company own Mitre 10, Home Hardware, Thrifty-Link, and
True Value?
It just didn’t gel with me. So in the interim, we joined Natbuild
[National Building Suppliers Group] because I thought, we’re
going to end up a creek without a paddle. So we joined Natbuild in the interim.
I sat on the national council of HTH, and we merged the HTH
and Mitre 10 councils together. They started talking how
they’re going to manage it, in discussions with Mark Laidlaw
and Annette Welsh. Anyway, a path became reasonably clear
of how it could be done, even though it was very complicated.
Then IHG said they would prefer us to go along with the IHG.
They said, “And here’s what we can do”. So, cutting a long story
short, we got out of our relationship with Natbuild.
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At that stage, Hume & Iser were still an HTH store, but
clearly part of IHG. The Sapphire process started later in 2017,
Then the process started about the Sapphire program, and
they introduced the Sapphire program. And the Sapphire
program was for them to build 200 Sapphire stores of this size
throughout Australia by 2021 or 2022. And they came to us
and said, “We want you to build” what they call “the best store
in town: the Sapphire store”.
What is interesting about this is that, where for most
retailers Sapphire has meant boosting their DIY/consumer
business, in the case of Hume & Iser, it meant improving the
store’s trade business.
When this Sapphire program came up, while we had a good
business, I could see that there was better layouts and that
it was a fresher store. In particular, we hadn’t done anything
out in this area, in the
timberyard, for over 25
years. That was old hat
[the way it was], so I
said to the board, “We
could’ve done that out
there”.
Stephen realised
that, given the current
market, the under-investment in the trade
area had meant some
lost opportunities.
Yeah, all the racking
and that hadn’t been
updated. Inside, it
wasn’t too bad. It was
quite reasonable in
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The Trade Centre shows the introduction
of video displays. While their use is still
being developed, they open up the
possibility to customer engagement in
the future.

While significant changes were made to
the store internals, the really revolutionary
changes Sapphire brought to Hume & Iser
were in the reorganisation of the external
and trade servicing spaces.
Where before trade was a little chaotic at
times, the Sapphire team introduced a
clean, simple design that makes it easy for
trades to pull up directly alongside product
for easy selection and loading.
The spaces are clean, bright, and protected
from the elements where that is needed.

In the outside area, Hume & Iser installed
some very comprehensive (and expensive)
racking to make bulk goods easily accessible. Top left, is an original horse-drawn
delivery vehicle used by Hume & Iser. As
with many other technological changes,
“old Les” Iser was reluctant to let go of the
past, and horse-drawn delivery was still
taking place post World War II.

the main store, but I said to the board, “If we do [the store], we
have to do [the outside trade area].. We just have to do this”.
So they agreed. They could see the merit.
Builders are changing all the time, as you can imagine, the
younger ones coming through now. Most stuff gets delivered,
but they also pick up a lot of stuff from the first thing in the
morning to the last thing at night.

So we had massive congestion out there [in the yard] when we
had a lot of staff in there, and a lot of utes and trailers. So [IHG]
came up with this plan. The group’s got a lot of experience in
the people that are doing this. We could’ve fiddled around
with it [ourselves], but would’ve got it as nowhere near as
good as what they’ve done.
[IHG] gave us a whole new concept, a whole new plan for the
whole place. And then we put it on a big piece of paper, and
we said week one, week two, week three, and off we went.
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Stephen, as usual, is a little modest about that process, and
how much work was involved.
Then the process started with all the things you have to do
with business planning, financial planning and human resources, all that sort of stuff ... I went and had a look at quite a few
stores around Australia, and looked at the concept and stuff
like that, got involved in all that. And then we had a presentation to my board in late 2017. They made the decision, yes, we
will do it.
The Independent Hardware Group or Metcash said that “We’ll
contribute money. If you do this, we’ll contribute funds” which
they did. So then in July 2018, we commenced the hardware,
which was finished in about a 10-week, programme.
It was quite an intensive process for Hume & Iser. However,
Stephen is obviously impressed with just how fast the process went inside the store.
The hardware went very, very smoothly. They could change
a department within
two days. They could
just rip it, pull it down,
move it, rebuild it. We
had a dozen people
here at a time doing
that.
Out in the timberyard, however, it was a
different story.
We still had to trade
with builders. Then we
had stock everywhere.
And we had to pull
the whole shed out
here and then build
that, and then build
all these racks. It was
quite daunting but we
got through it.
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The store has two entrances, one off the
main street, and this entrance, which
fronts onto the car park.

Milwaukee comes to Mitre 10. After some
substantial negotiations, Techtronic Industries relented and gave permission for the
Milwaukee product to be stocked in some
regional stores. The perforated orange
shelving would be familiar to customers
from similar displays in the older version of
the store.

The IHG team that designed it are very, very professional and
very, very good. That’s all they do. They go to places like this
and they say, “This is what you do”, so we do it. We sat down
with my team and I said, “Oh, do you think that will work?” But
the team said, “Trust me. Trust us. We’ve done it before. We’ve
done it in 20 or 30 or 50 stores. We’ve done it. This is how it
works”.

While all that was going on, Stephen also had to manage
the staff through the transition.
If you had of been here in, say February [2019], all I was doing
was counselling staff, because they’re all melting down, right?
They were just so over it and it was very, very difficult to run the
business because the builders were just saying, “Well, if you
can’t get this for us, you can stick it”. We had the timber out in
the yard on the ground. And how many days did we have over
40 degrees in December, January, February?
So much the staff were just [off their heads] at some stage. But
as that structure went up, and as we got further and further
with that, and the timber went on, they all said, “Oh, this is
good. Oh, we’ve got this here. Oh, this is good”. All of a sudden, their attitudes softened extremely and quickly.
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The real turning point came as Hume & Iser joined up the
trade section of its business with the retail section.
So we joined the two together. We did that, and then [the
staff] saw what was happening. They saw, oh, this is good. And
where we had congestion, “Oh, now there’s no congestion.
They can get through and it’s easy”. And they don’t have to put
timber down and rack it all. It all just gets put in on a forklift.
And now, yeah, they can just see it, and that’s working well.
Yeah, the whole thing’s working extremely well. Apart from a
couple of little minor things we changed, it’s working extremely well.
One of the things that Hume & Iser had to learn was that
the Sapphire program was more than just fixing up the
physical store. It was as much about management and new
attitudes as well.
So [the staff] tend to go back to
their old ways, and my manager —
well, we’ve got to walk the store.
We’ve got to pick up the rubbish.
We’ve just got to pay attention to
detail all the time.
[Under Sapphire] we get audited
about our stores. Someone will
come in and audit us, and we’ve
got to be a “five paintbrush” store.
You have to be five now, so there
is a [list of criteria] as long as your
arm, and it says, “You’ve got to this,
this, and you’ll get picked up for
dust. You’ll get picked up for a bit
of paper on the floor”. They’ll mark
you down!
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Hume & Iser goes the full Cowdroy in
offering the product for display. As elsewhere in the store, the in-shelf lighting
really improves the product display.

Hume & Iser has always had a vibrant outdoor section. Small touches in the Sapphire
version, such as the decking under the
barbecues, help to bring the area to life.

The store also did get get a great big “mark up” from that
stalwart of Mitre 10 marketing, Scott Cam.
When we had our opening, it was massive. We had Scott Cam
here. And all he did for I think three hours was just walk around
and sign autographs. And pose for selfies.
And he said to me on the way out, he said, “I’ve been to a hundred of these all around Australia”. He said, “This is the biggest
and best one I’ve ever been to, with the most response”.
Yeah, so that was a tick. A big tick, yeah, and he was good.
He’d never heard of us. He said, “What in the hell is Hume &
Iser?”
I think he’d been to Bendigo before, but he’d never been here.
So the group helped us organise all that, and that was a huge
two-day event, it was massive. We did three or four times our
usual sales.
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While Hume & Iser had been a little reluctant to shed
some of its HTH livery, Stephen really liked the change.
So it’s really only a colour difference [between HTH and
Mitre 10 livery], and the colour difference, that made a huge
impact. That’s probably one of the most common comments
we got is that, “Gee, the colour of that really is just striking”,
from people.
And you probably didn’t realise – well, I didn’t realise how
bad the turquoise was, even though the store probably
needed a paint. It probably needed a redo, but we hadn’t
done one, of course. But the group helped us with the cost
of painting it and all that sort of stuff, so it was pretty good.
While the store has been transformed physically and in
its management, Stephen readily admits there is still more
to do when it comes to technology.
Yeah, the technology is coming. It’s quite exciting what’s
going to happen over the next two or three years in retailing.
The click and collect, that’s growing, and the online is growing, and we’re doing a bit of that.
We’re still in the “old school”, where someone comes in and
they’ll write a ticket out, and then they take it to the trade
desk and they’ll process it. Well, you’ll be able to just do
it on smartphones. Already now when someone comes in
and purchases something, within 20 seconds they’ve got an
email on their system with the priced invoice.
So in the future, they’ll just put it all on an iPhone. They’ll sign
it; that’s it gone, out of here. They won’t have to see anybody
if they don’t want to. If they want to buy anything from the
hardware, it’ll all be just electronic, all that sort of stuff. We’ll
just scan stuff to order, and we will be able to just go out and
scan timber and it will just get reordered, whereas now we’re
still doing a lot of that by hand.
One of the additional benefits the store landed early,
was that the team at IHG managed to get the rights to
sell the Milwaukee brand of power tools. That took a lot
of negotiation, Stephen told HNN, but IHG won through
in the end. HNN has also heard from other sources that
Bunnings were not exactly pleased.
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These two images clearly show the effect
of the in-shelf lighting. While it cost
the store over $50,000 to install the
complete system, it is evidently money
well spent.

The kitchen area is better at Hume & Iser
than most IHG stores, but it still lags the industry leader. The plumbing dispaly, right,
is excellent, providing a wide selection,
but avoiding the apparent chaos of some
displays.

My son’s a carpenter. He’s a builder, and he kept on saying to
me, “When are you getting Milwaukee?” And I said, “Well, I’m
working on it”. He’s a supervisor for a commercial builder, and
all the young kids that come onto the site, they just want to
buy those red tools.
And when you look at their range of products, it’s just so
diverse. Yeah, they’re very big with plumbers, electricians and
riggers.

After it came in, I kept asking my staff, “Who’s buying it?” They
say, “Well, it’s like the mothers are coming in and buying it for
their sons that have got a apprenticeship. “

It has really been a great outcome for Hume & Iser as a
retailer, as well as for Stephen, personally.
We are now a store that’s as good as anywhere in Australia.
Anywhere in Australia, they’d say, “Well, go and have a look at
that store. It’s world-class, or Australia class”.
Yeah, so that’s right, and you never know how long we’re going to be here. There’s no one coming after me, unfortunately,
[from the family]. And I will eventually exit, but there’s no one
here to exit to. So we’re setting the business up that if we want
to get out, if we want to sell, or do a joint venture for arguments sake, we can do that.
So I’m trying to have an exit strategy, because I’ve got lovely
grandchildren that I want to spend time with.
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It’s hard really to come up with words that are adequate to
describe the kind of contribution that Stephen Iser has made
over his 48 years at the store, and the kind of man he evidently is. Perhaps it’s best to find something that is in keeping
with his own modesty and his generation, and just say that
Stephen, in the hardware world, is virtually the definition of
a class act.
Summing up Hume & Iser, and what he and his
family have struggled to achieve (and have achieved)
over those long years, this is what Stephen told us:
I suppose you’ve got to have passion, as a family business. You want to have the best business in town. And
you want to try and have all the best service levels and
initiatives and stuff like that, and try and get the best
staff.
So it’s been a passion driven by myself, I suppose, and
our board of directors. We just want to keep it going.
So yeah, I suppose that’s what it is. We just want to
have a good business.

Analysis
Looking back over the 20th and 21st Century
history of Hume & Iser, it’s probably not going too
far to see that history in terms of two major figures:
old Les and Stephen Iser. It’s tempting to see them as
being a little oppositional, but one wonders if that is
really the case.
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Signs of the times: there are constant
reminders throughout the store that
goods can be ordered online and picked
up in the store.

Signage is a strong point in Sapphire designs. Top row shows the
clean endcap design, both single
and multiple product displays.
Middle row shows the navigational signage. The pillars work
well to designate strong points
of interest.
Bottom, by using standardised
racking with custom display panels, the store avoids the chaos of
a different kind of shelving for
each individual brand.

There is little doubt that old Les was affected by what
today we term post-traumatic stress disorder (PTSD), and
that he no doubt suffered a great deal in his life. Nonetheless,
though far from perfect, he managed, in today’s parlance, to
“hold it together”. He helped Hume & Iser survive some very
tough times, and passed on to the next generation a business
that, at the very least, had kept its potential. And Stephen’s
own story, really, is about being able to grasp that potential,
and really do something with it, we might suggest.
The real testament to that ability is what is likely be — a
little sadly for hardware retail — the end phase of Stephen’s
direct engagement with Hume & Iser. And what he has been
able to do — partly, perhaps, through reflecting on what old
Les was just not quite able to do in his time — is to pass on
a hardware retail business that is not so much perfected, as
ready to adapt to the challenges to come in the immediate
future.
It’s difficult to think of a finer achievement.
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This story also casts a different kind of light over IHG’s
continued development of its Sapphire store refurbishment
program. When this was first launched, it seemed very much
modelled on the “Diamond” grocery store refurbishment
program launched by Metcash’s Food division (which incorporates IGA). The results presentation for FY2015 covered
this extensively, and for FY2016 it was mentioned on three
slides. In the presentations for both FY2017 and FY2018, it was
not mentioned at all. It was revived in the presentation for
FY2019, but it would seem to be a somewhat diluted scheme.
Sapphire was a much more modest scheme at its origins.
When first mentioned in FY2016, there were only 12 stores
completed. The presentation for FY2019 mentions Sapphire
on four slides, and lists 60 stores as completed, with a target
of 200 by 2022.
Sapphire initially grew in importance for IHG for two
reasons. The first was that it matches up with the push for
members to concentrate on stocking the “core range”, which
consists of a narrow brand
focus on items where IHG can
successfully translate volume
into price advantage.
The second is that Sapphire
plays an important role in the
joint ventures (JVs) into which
IHG enters. Many of those JVs
are devised as a means to enable
long-term family businesses to
realise some capital, without
completely selling the business.
By insisting on these stores
entering the Sapphire program,
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By neatly organising shelves, and paying
attention to matters such as colour
coordination, large product displays are
less daunting. Once again, the in-shelf
lighting helps to lift the display.

IHG ensures that they will operate to a high standard, and
will follow core ranging.
HNN’s criticism of Sapphire has long been that it seemed
to be a program put together in 2014 that aimed to deliver the
“ideal” hardware store for 2020. While it has improved over
the years, arguably Bunnings has advanced beyond Sapphire
in its own stores — for example in the way they now sell
smarthome devices in special “pods” at the front of store.
And, in other areas, such as kitchens, Bunnings has always
maintained a considerable lead.
That said, it might also simply be the case that the Sapphire design represents the furthest point to which many
hardware retailers in IHG can develop. As such, it does pave
the way towards future developments. In the case of Hume &
Iser, for example, it’s clear moving to Sapphire has helped to
orient both staff and management towards the possibilities
of the future.
However, with the acceleration of developments at Bunnings, it is becoming increasingly important that IHG moves
to develop and communicate that future.
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ExoTec™ Vero combines the natural beauty of ‘concrete look’
cladding with the confidence of the highly-trusted, fully-certified
ExoTec™ Façade System. Factory-sealed using James Hardie’s
superior CoreShield™ Sealer Technology, ensuring unsurpassed
durability and water resistance, ExoTec™ Vero is the perfect way
to achieve a raw aesthetic in a prefinished, lightweight solution.
ExoTec Vero – for an authentic concrete look that lasts.

Durable

Full System
Deemed
Testing
Pre-ﬁnished Non-combustible

Ask about the James Hardie
fully-certified wall system

Discover more and request a sample at exotec.com.au

SUNSHINE MITRE 10
NETWORK INNOVATION

How will Australia’s home improvement industry
develop into the future? After spending several days
with the managers of Sunshine Mitre 10, Travis Cunnane (general manager), Darren Fanshaw (group retail
manager), Deen Saint (group trade manager) and Jason
Monahan (trade operations manager), HNN thinks we
might have had a glimpse of one possible future.
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Standing outside Sunshine Mitre 10’s Kunda
Park, Queensland store
is (l) Deen Saint and (r)
Travis Cunnane

It’s a future that could enable more independent retailers
to take a greater share of the ongoing growth in the home
improvement category. It also might help some hardware
retail entrepreneurs to escape the defensive, low-capital rut
in which they have been trapped since the early 2000s.
Sunshine Mitre 10 has 20 business units at 18 different
locations, based in Queensland’s Sunshine Coast, about
100km north of Brisbane. While the Sunshine Coast is central to Sunshine Mitre 10, its locations range from Ipswich, to
the immediate west and south of Brisbane, up into northern
Queensland, at Weipa. That is a span of some 2500km —
roughly the same distance you would have to travel to reach
Moscow from Zurich.
It’s a thriving, well-run business, with turnover of around
$100 million a year. But what makes it really interesting
is that Sunshine represents one of the best examples of a
new kind of retail structure in the independent hardware
and home improvement retail sector (iHHIR). It’s a pointer
towards the real potential that exists in this sector of the
market, even as competitive pressures continue to grow.

Industry history
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Over the past ten years or so, we’ve seen Australia’s hardware and home improvement retail (HHIR) sector evolve
rapidly. Metcash took over Mitre 10. Woolworths entered
the market with Masters Home Improvement, launching it
in 2009. Masters was named and opened for trading in 2011
— and closed by the end of 2016. That led to Metcash acquiring the Home Timber & Hardware Group (HTH), merging
that with Mitre 10 to form the Independent Hardware Group
(IHG).
Meanwhile, the Hardware & Building Traders (HBT) saw
their group manager, Tim Starkey, pass away, which led to the
hiring of a new CEO, and a renewed focus on its buying team.
All this took place against the background drumbeat of ongoing growth and expansion of the Wesfarmers-owned Bunnings. Bunnings went into hyper-growth mode in response to
the challenge of Masters, and has continued to expand at an
accelerated rate.
After defeating Masters, Bunnings attempted an expansion
into the UK market in 2016, in a separate enterprise from Bunnings Australia. Michael Schneider moved from being number two to managing director of Bunnings Australia, replacing John Gillam, who left the company. While it was a brave
try, Bunnings UK & Ireland ended up failing as spectacularly
as Masters had failed, closing after just two years in 2018.
Following a plan made prior to the UK expansion, Wesfarmers brought in a new managing director in the person of
Rob Scott. Mr Scott pushed Wesfarmers to demerge its Coles
supermarket business, invest heavily in data analytics, and to
reinvest in Bunnings.
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Sunshine Mitre 10

• Competitive forces are increasing on independent retailers
• This is especially true for hardware retailers, with Bunnings
entering a new phase in its
expansion
• Sunshine Mitre 10 represents
one response to this: increased
size of enterprise, comprising
a network of regional stores,
with integrated logististics and
marketing
• Sunshine’s success is partly due
to the peri-urban region with
niche needs and a diversifying demographics in which it
operates
• This model enables the enterprise to introduce new innovations, such as small, highly
efficient trade “pickup” stores
• Networks will not replace standalone independent retailers,
but can act to support them, by
finding areas of cooperation, as
well as competition
• A driving factor in making networks necessary is a declining
willingness by banks and equity-based financiers to support
innovative small businesses,
especially in retail

Despite these changes Bunnings produced results for
FY2018/19 that were acceptable, but a little disappointing for
what is seen as the major growth engine at Wesfarmers. Its
plans and developments seemed promising, but with a medium to long term focus.
All that changed with the fourth calendar quarter of 2019.
Bunnings announced it had acquired Adelaide Tools (which
HNN sees as a potential first step to building a trade-based
online tool/fasteners business). It then announced that it
would launch a new trading platform, named MarketLink, by
December 2019. This will make use of the online deal distribution nous of Wesfarmers’ acquisition Catch.com to leverage
the very high web visit rate for the Bunnings website. The
new marketplace will sell selected products that complement
Bunnings’ own HHIR offerings — a duplication of the Amazon strategy with an Aussie twist .
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Behind the scenes, there is even more going on. Bunnings
is refreshing its warehouse layout, introducing new product
categories, and changing what goes with what. And then
there is “Make it Yours”, a made-for-internet video series
aimed at capturing the design aspirations of Millennials,
produced by and for Bunnings exclusively (www.bunnings.
com.au/diy-advice/make-it-yours-trailer). It is the first video production to come out of Bunnings with world-class,
near-broadcast standards. And Bunnings is branching even
further out, including a venture to offer insurance to tradies.
Outside of Wesfarmers, Amazon continues to ramp up, and
Christmas 2019 will likely be the first time the retail market
— including the overall hardware and home improvement
retail (HHIR) sector — really feels its presence. Even marketplaces such as eBay have been expanding, offering a membership option similar to Amazon’s Prime, discounts, and
increased marketing.

The slow response
The iHHIR industry has, of course, been responding to
these challenges over the past two years. IHG has definitely
managed to translate its market power into significantly lower supply prices. However, in a guerrilla outflanking manoeuvre, the HBT group led by CEO Greg Benstead, has actually
leveraged off of the low prices at IHG to obtain its own lower
prices, a move driven by expanding its Melbourne-based
buying team. That has led to IHG
attracting fewer additional retailers to its ranks than it might once
have hoped for.
While these are real gains, their
impact has been steadily diminishing. Back in 2015, price might still
have conferred some competitive
advantage, but the market has
hnn.bz

MarketLink is set to launch before the end
of 2019, offering an online marketplace
to companies in home improvement
adjacent categories.

shifted since that time from a focus on price, to a focus on
path-to-customer. Low prices and a slightly better margin
are now, essentially, just table stakes.
These recent changes add up to the potential for a sharp
“reset” of HHIR over the next two to three years. Unfortunately, even though many of these moves have been telegraphed to a large extent since mid-2018, the broader part
of iHHIR really has yet to directly respond to this need for
change.

The Sunshine solution
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The big question is: what does that response need to be?
Looking at the example of Bunnings itself, it’s not difficult
to give an answer. What is clearly needed is more market
innovation, particularly when it comes to developing better path-to-customer offerings. However, innovation was
a major problem for the iHHIR
sector even before the global financial crisis (GFC) and reduction
in mining activity that followed.
With the Australian economy in a
period of sustained slow growth,
an increasing number of retailers
now find innovation too risky a
strategy to chance.
These survival factors are compounded by structural difficulties
in the small to medium business
(SMB) sector. A major difficulty is
that the sector does not have readily available sources of capital (as
we’ll discuss in more detail later),
especially for innovation investments. Much of retail, and especially iHHIR, is dominated by small
retailers, which struggle with
innovation, because any change
will affect their entire revenue
stream, which means the risks are
consistently high.
What this points to is that if
the iHHIR sector is to survive and
thrive in the future, it needs to
change more than just its processes. It needs to shift structure, to
develop an overall business model
which makes innovation more
possible and less risky.
It’s important to note that this
doesn’t mean every retailer has to
engage in risky innovation. It does
hnn.bz

While Bunnings has tried to produce video
content in the past, most of this has followed the
Bunnings ethos of simple and quick. With “Make
It Yours”, Bunnings has employed some seriour directorial, editing and production talent to produce
some of the best web-based home improvement
video content ever seen in Australia.
The content is not quite at the level of that of US
retailer Lowe’s, but it is very clever. The series
premise is simple: buy a slightly run down house
in the Melbourne suburbs, and then task a series
of internet “influencers” with fixing up the rooms,
with help from Bunnings staff. It’s aimed at Millennials, but appeals to a broader audience.
It is maybe just a little light on DIY details, and
it appears Bunnings thinks beginning DIYers
all own $450 nailguns, but it is a good effort to
connect with new markets.
If there is a single mistake which reflects the
vestiges of non-Millennial, old-school thinking, it’s
that Bunnings didn’t understand they should have
released the series all at once, for binge-watching.
Though it is possible this is production related: the
episodes may be released as they are produced.

mean, however, that the industry needs to develop significant
centres of innovation, which can help to generate needed
change for the overall industry.
After spending several days on Queensland’s Sunshine
Coast being given a tour of, and insight into, IHG’s Sunshine
Mitre 10, it is fairly clear to HNN where the industry can find
at least one starting point for building this kind of innovation engine.
What Sunshine has done, over the past decade, is to mould
its business into a kind of regional hub, a store network that
not only can act as a growing profit centre, but which also —
almost paradoxically — strengthens rather than diminishes
the independent stores adjacent to — but outside of — its
own network.
It’s not the case that most retailers in the iHHIR should
consider becoming part of such a network — a type of network HNN is calling a “hub network”. But most retailers
would benefit from there being more regional hub networks
in the Australian market.

Sunshine history
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Sunshine Mitre 10 today is a network of stores, along with
a small warehouse facility in Brisbane, and a truss plant. The
company also participates directly in the business areas of
locks, appliance sales, and steel products.
Its formation dates back to 2008, before Metcash acquired
the Mitre 10 group. It was built on the merger of two established Queensland retailers, Lanham’s and the Melville family
business, Melco.
Lanham’s began as W. Lanham & Sons Timber Mill in 1910,
based in Nambour. The steam-powered sawmill provided
timber for construction as the town prospered in the shadow
of its sugar mill. By the 1970s, Lanham’s had moved beyond
timber to hardware supplies, and opened an additional store
in Cooroy.
John and Mark Melville opened their Noosaville Melco
store in 1988, selling timber and building supplies. Subsequent stores were opened in Gympie, Maroochydore and
Caloundra.
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Lanham’s main store, back when it was
part of the Home Timber & Hardware
Group.

When the two companies got together in 2008, the combined business was initially known as MelcoLanhams Mitre
10. The business also held the registered name of Sunshine
Hardware Pty Ltd, and some years after the merger changed
its operating name to Sunshine Mitre 10.
Such amalgamations are not uncommon in hardware
retail, but what followed was uncommon, as the Mitre 10
organisation (prior to its acquisition by Metcash) entered into
a 49% ownership joint venture (JV) with Sunshine. According
to Travis:
John Melville wanted to get out, the Lanhams wanted to stay
in. There were a few brothers on the Lanhams side, and two of
them stayed. Dave Lanham is the chairman of Sunshine, and
Tim is a shareholder who also works in the business. He’s part
of the management team.
They own the freeholding in Nambour and Kingaroy. So that’s
how the joint venture came about, and they renamed it “Sunshine”. And from there, opportunities [for expansion] came
about, like [the stores at] Roma and Kingaroy.
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This investment ended up as a significant feature of
Metcash’s eventual acquisition of Mitre 10. The proffer documents from Metcash indicate that Sunshine produced earnings before interest, taxation, depreciation and amortisation
(EBITDA) of $4.9 million in the 12 months to 30 June 2009.
Mitre 10 gained $2.4 million for its 49% share. That equates to
over 13% of Mitre 10’s $18 million overall EBITDA at the time
— a considerable contribution.
The next change was that at
some time during FY2013/14, Mitre
10 acquired a further 35.7% of Sunshine, moving its ownership up to
84.7%. The company also aquisitioned Northern Hardware Group
in April 2016, which included the
Weipa Mitre 10 and the Mareeba
Mitre 10.
Sunshine helped to create a
key strategy that Mark Laidlaw
adopted after he took over as CEO
of Mitre 10, following Mark Burrowes, who was the first CEO after
the Metcash acquisition. While Mr
Laidlaw made it clear that Mitre
10 would not pursue a strategy of
corporate ownership of stores —
one of the wrong steps Mitre 10
had taken, with the development
of a subsidiary to develop and own
“Mega” stores, in a countermove to
Bunnings — JVs offered an opportunity to extend Metcash’s reach,
hnn.bz

Top, working at the original Lanham
sawmill. Bottom, the store in its original
livery.
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while retaining the advantages of the knowledge and skill of
independent hardware retailers. Similar JVs followed with
companies such as Fagg’s Mitre 10 stores in Geelong. (Metcash
now controls 90% of Fagg’s.)
While the strategy has been copied and repeated, Sunshine
has itself become something unique and original for Metcash’s IHG. It could be said that Sunshine has become less of
a JV arrangement, and more of a “hybrid” enterprise.
In a standard JV, there tends to be a strong separation of
concerns. The capital partner provides finance, and sets a
series of guidelines and goals. The operational partner follows those guidelines and goals, but also pursues its own
goals, and provides certain guidelines for the capital partner
as well.
The difficulty with this is that capital and non-capital
partners can have very different objectives. In general, capital
partners want to see growth, and non-capital partners concentrate on return on investment (RoI). The end arrangement
is typically a balance between these two — but, in many cases, it is the RoI approach that wins out. JVs frequently provide above-average returns, but are a poor vehicle for growth.
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What has happened at Sunshine is that both the capital
partner, IHG, and the independent principals are obviously
committed to achieving high levels of growth, through innovation tied to appropriate — but far-ranging — expansion.
The need to push beyond some of the unwarranted assumptions people have about JVs is something Travis is
passionate about. As he told HNN:
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A slide from Metcash’s March 2019
Investor Day presentation. The corporate
store sector of IHG is considerable.

One of the things that frustrates me is because we’re a JV corporate — whatever — people say a lot of nonsense about how
the business works. Listen, we treat this as if it’s our business.
For the management team, this is our baby.
Apart from the board meetings that we have, to be fair to
Mark [Laidlaw] and to the directors, IHG gives us a fair bit of
autonomy to deliver the outcomes, and they support us when
we need it, pull us into the line on the odd occasion when we
need that.
It’s really like every other single retailer in hardware, in that if
you’re passionate and you treat it like it’s your own business,
you generally get good results. If the people who work here
are turning up just because they’re getting a pay cheque, I
think we’re in trouble.
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Travis is also adamant that JVs do not get special privileges
when it comes to treatment by IHG. They do get exposed to
new ideas first, but that can be both good and bad, he says.
We trial things before we roll them out to independent members and all that. It’s true. We do. We often have this stuff, two
years, 12 to 18 months before it gets rolled out to independents.
We give a lot of feedback. We’ve told them some stuff is just
crap and you need to start again, and they do it. It would be
very difficult for an independent to put in, say, the core range
for the first time, because what if it turns out to be a disaster?
Whereas for us, we can just roll with the punches, and modify
it, and give them the feedback. So it is really important from
that regard.
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A slide from Metcash’s March 2019
Investor Day presentation. One reason
why networks such as Sunshine Mitre
10 are a little underappreciated is that
they are not highlighted in corporate
presentations.

Travis also sees the expansion through the acquisition of
HTH as offering considerable advantages:
If you don’t have a network, it’s easier for the builder to go to
Bunnings, because they have a network. Since Metcash have
come onboard, and particularly with the Danks acquisition,
we’re starting to act like a network now. We have given jobs
to Hudsons in New South Wales, through Murphy Builders,
actually.
We’ve started to act like a group, now. We’ve actually got
a larger network than Bunnings. But yeah, historically we’ve
never really taken advantage of that. I think now we’re starting
to do that.
Travis and the rest of the Sunshine team also see JVs as
providing a very good exit strategy for many independent
hardware retailers, especially those that are “ageing out” of
the business, without a clear path of succession.
Having joint ventures is good for members that do want to get
out. Because there aren’t people queuing up to buy an independent hardware store, and if there’s no succession planning,
it’s just becoming more common now. [JVs] are a good way for
owners to extract some value out of the business. And they’re
entitled to that.

Environment: Sunshine Coast
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To understand the network of Sunshine’s stores in the Sunshine Coast, and the unique possibilities this gives rise to, we
need first to look at the region itself.
In the terms used by demographers, the Sunshine Coast
region is regarded as being a “peri-urban” area. Going from
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A slide from Metcash’s March 2019
Investor Day presentation. Red highlight
added by HNN. While it is an issue not
emphasised by IHG, building store networks is a major part of its growth plans.

the most dense to the least dense areas, the designations demographers use run something like this: inner city, outer city,
inner suburban, outer suburban, ex-urban, and peri-urban.
The difference between an ex-urban and a peri-urban area
is that ex-urban areas are closely connected to a single city,
usually in matters such as employment and direct supply of
services, such as health care. Peri-urban areas typically also
have a relationship with a major city, but more as a trading
partner, to which they “export” goods and services. They
frequently have a high degree of self-sufficiency in important
services, including health care.
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In his paper “The Rise of Peri-Urban Areas in Regional
Development and Land Use: A South-East Queensland case
study”, University of the Sunshine Coast professor Mike
Hefferan describes the Sunshine Coast region. He starts by
pointing out that it differs significantly from Queensland’s
Gold Coast:
Unlike any other previous urban area in Australia, the Gold
Coast was not based on historical settlement patterns, but
rather on lifestyle and a single industry — tourism — primarily
focused on international markets. Japanese funded infrastructure and capital investment through the 1970s and 80s
reinforced that trend. It produced, from what was a string of
small beachside villages,
a city in its own right of
more than half a million
people and with consistently the highest growth
rates in the country (Salt
2004). Even the urban
form it adopted — of
strip, high-rise along the
beachfront — reflected
international (e.g. Miami,
Florida) rather than
Australian (vernacular
design) [style of development].
Sunshine Coast, however, adopted a different
pattern.
The Sunshine Coast
had traditionally been
a preferred holiday and
retirement destination
within the Australian
domestic market, particularly from Brisbane and
southern capitals. Population growth has been
consistently strong in
both the Sunshine Coast
and Gold Coast regions
hnn.bz

Top, Nobby’s Beach on the Gold Coast.
Bottom, the beach at Mooloolaba on the
Sunshine Coast. While tourism plays
a part in the economies of both areas,
the Gold Coast has embraced highrise accommodation, offering density
and dazzling views over the seas. The
Sunshine Coast has implemented strict
height controls in most coastal areas.

over some decades. However the economic and demographic
characteristics and, with that, development patterns and density is now quite different in each.

The Sunshine Coast, he states, has not benefitted from
large-scale tourist capital investment, nor has it received
much exposure to international tourist markets. Its economy
has a different basis:
The area is recognised for its remarkable physical environment with the economy historically underpinned by rural
industries (timber, dairy and sugar) all of which have largely
disappeared. Over the past decade, the tourism, retail, services and construction sectors have dominated the Sunshine
Coast economy; with a population that has increased ten-fold
over 59 years.
Again in the Sunshine Coast region, significant and different
economic and development agendas are being set. In 2013,
all regional bodies and institutions, led by the local council,
developed a new Regional Economic Development Strategy
(REDS) which now sets a different course for the region and its
future development. The strategy continues to reflect the value
of tourism but now also underpins the growing importance
of education, health services and infrastructure, including a
new town centre, cultural centres and health precinct, all now
made possible by the critical mass of population that has been
achieved.
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While Brisbane remains a dominant force in Queensland,
its influence has gradually decreased, while the influence of
the Gold Coast and the Sunshine Coast regions has increased.
The Sunshine Coast does have a number of disadvantages,
according to Prof. Heffernan:
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A diagram from “Change and Continuity in Peri-Urban Australia: Peri-urban
futures & sustainable development”,
a federal government commissioned
study of south-east Queenland and the
peri-urban area around Melbourne.
The diagram gives a good idea of the
changed demographics of the Sunshine
Coast, and the customer demographics.

A rapidly growing region demands capital investment to
develop, particularly in a largely peri-urban space. Institutional
and individual investors in capital assets and infrastructure as
well as debt and venture capital for business will, all things being equal, prefer the safety of a larger, more mature place for
investment (such as Brisbane) than smaller, “pioneering” ones
(such as from Sunshine Coast).

That said, the Sunshine Coast does have a number of advantages:
In the first instance, it is an aspirational place — a region where
individuals from around Australia and increasingly, overseas,
desire to live — based on its environment, lack of congestion
and availability of services either locally or in Brisbane to the
south. Over recent years, it has greatly enhanced its educational and health sectors with the advantages of that now
becoming more obvious.
As Prof Heffernan remarks elsewhere:
Overall, however, the future of the Sunshine Coast, its economy and population, are very much
in its own hands — again, providing
some parallels with the earlier and
continuing development of the
Gold Coast.

Diversified development
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The area encompassed by the
Sunshine stores has an economy
worth over $20 billion a year in
gross regional product (GRP), with
a growth rate above 5%. Its most
notable industries are health care
(including aged care), retail and
construction.
However, its most outstanding
characteristic is the extent of
diversity within that economy,
and the region’s ongoing push to
further diversify. Along with the
industries noted above there is
also a wide range of agriculture,
light to medium manufacturing,
and many service industries.
In particular, the Sunshine
Coast is making a play for digital
businesses. In 2019 it was listed as
one of the “Top 7” by Intelligent
Communities, the award stating in
part:
Between 2014 and 2016, the Sunshine Coast has grown from having
only one innovation centre and
public co-working space to seven
hnn.bz

Top, Chart 1, gross regional product for the combined Sunshine Coast region, the district around
Gympie, and partial GRP for areas where Sunshine
Mitre 10 operations.
Bottom, Chart 2 showing the percent changes in
the GRP graph.

co-working spaces, a new business incubator and five coding
programs. The city council has taken a leading role in digital
engagement to make this possible, including setting up the
Entrepreneurship Ecosystem mapping project to coordinate
and grow the local network of co-working spaces and programs...

The Sunshine Coast Innovation Centre, established in 2002
as a wholly owned subsidiary of the University of the Sunshine
Coast, serves as a central hub for startups in the city with dedicated facilities, a prototyping lab, powerful online platforms,
grants and seed funding connections and readily available
mentors for new startup companies...
The Sunshine Coast Council has also served as an advocate
and facilitator for the Smart City Living Lab and Smart Centre,
which is a public shop front in the city.

Additionally, according to Sunshine Coast Mayor Mark
Jamieson:
A new international broadband submarine cable will connect
directly to Guam, Hong Kong, Los Angeles and Tokyo, and be
in service by mid-2020 to provide the fastest data connection
to Asia from Australia’s east coast.
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Co-working spaces in the Sunshine Coast
region.

Taken together, all of this activity has really created a
business environment where there is not — unusually for
Australian communities — any really dominant industries, or
type of employment.
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Weathertex is a sustainable panel and weatherboard manufacturer
offering the best quality products in the market. The only product of
its kind in the world, Weathertex products are 100% natural and use
no silica, glues, resins or formaldehydes.
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weathertex.com.au | 1800 040 080

Sunshine Mitre 10 Gympie
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Gympie is a town
that has seen quite a
few independent hardware stores come and
go. Back in 2013, Sunshine Mitre 10 decided
to really make a stand
in that location, and
custom built a store
of 4000sqm to replace
the previous 1100sqm
store. In 2017, the store
was further expanded,
especially as regards
its trade business.
As with many
independent
stores throughout
Queensland, Bunnings
has cast its shadow
over the Gympie store
(a Bunnings warehouse is a three-minute drive from the
Mitre 10). Darren
recalls the days before
the Gympie Bunnings
opened in September
2014 with some regret.
Pre-Bunnings days,
you couldn’t get a
parking place outside
the store. It was an
absolute powerhouse
for a few years. But
[Gympie] still continues to be a good store,
has a good trade with

the trade pickup area,
and retail sort of just
ticks along. We still do
well out of our trade
site.
The area has benefitted greatly from
the upgrade to the
Bruce Highway/M1
road in 2017, which
means the journey
from Gympie to Kunda
Park takes less than an
hour. That’s helped to
open up more of the
surrounding land for
residential development. Darren, who has
lived much of his life
around Gympie, sees
this as being a longterm market:
There is a lot of
property investment
going on, sight unseen.
In Gympie, it’s all farm
land, so there’s no land
caps here like there
is on the coast. So if
we run out of blocks,
a farmer makes more
land available. That
keeps prices a bit
cheaper too. It’s a very
stable market.
The Gympie store
was the second one
to be converted to the

Sapphire fitout (after
Gay’s in Ballarat), but
Darren and his team
have worked hard to
customise the store as
well. One of its main
changes is having a
central service desk.
Often staff hide a
little bit, so here they
have to be front-andcentre. If a customer
has a question, they
can come here, then
the staff will go with
them into the aisles
— and come straight
back here. We always
want someone here,
because often, all the
staff can end up off
serving customers.
There’s actually no
one available, when
someone’s looking for
help. This is a kind of
the focal point. If you
need help, you know
you can just come here.
The nursery part of
the store is a major
draw for customers. Darren also has
designed that so it can
function as a checkout during peak times.
We have a fully
functioning cash

register at the front [of
the nursery section], so
on a weekend or when
we have an event,
we’ll actually open the
gates, and trade the
nursery as a separate
area. Customers can
just come and go from
the front. During the
week when it’s a bit
quieter, everything
channels back through
the store.
The trick to keeping
the nursery profitable,
Darren points out, is
having a good turnover in plants, as otherwise seedlings don’t
end up as seedlings.
However, both Travis
and Darren indicate
that the nursery has
other effects on sales.
Sales in categories
such as fertiliser, nearly doubles through
having the nursery,

1. The central counter where staff are available to customers.
2. The store has the hallmarks of Sapphire store, cleanly
organised with consistent signage.
3. The paint counter forms a definite focal point for customers as they enter the store.
4. Branden Grady, Gympie store retail manager and Melina
Nichols, Gympie store retail 2IC
5, 6, 7, 8, 9. One of the features of the store is an unexpectedly wide range of goods on sale, and their display
outside of the aisles, where customers can interact.
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and sales in the nursery often lead to more
retail sales in other
categories.
While there is a
strong influence from
Sapphire, the store
also has a lot of individual design features.
Both Darren and
Travis are so enthusiastic about planned
changes — in particular making plumbing a
major, prestige feature
for the store, aimed at
both trade and retail
— that HNN felt as
though we were seeing
two stores at once.
While the retail area
is impressive, what is
out back, which is a
considerable logistical
setup, shows the depth
of the trade business
that the Gympie store
handles.

3

8

6

4

9

hnn.bz

Sunshine Mitre 10 Gympie cont.
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1, 2. The nursery offers a spectacular display of plants, combining shelf-based and
podium displays.
3. Outdoor living products include a very extensive line of outdoor barbecues, and
a sophisticated outdoor kitchen.
5. An extensive line of birdbaths are display alongside the plant pots.
6, 7, 8. Gympie has obviously been built for future expansion. As one of the logistics hub stores of the network, it is provisioned for ramping up delivery services.
9. The extensive pigeon hole framework for timber.

The network
Most iHHIR retailers which expand into multiple stores
will take one of two approaches, or adopt a combination of
these. The most common approach is to find that
an initial store is a big success, but has reached
the limits that its site can support. A second site is
found, not too far from the first, and a very similar
store is opened there.
The second approach is to open an additional
store that specialises in some aspect of the trade
that is well-suited to the area. Timber is a very
common speciality, but there are also stores that
specialise in fittings for bathroom and kitchen, or
even outdoor products, including a nursery.
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Sunshine has followed neither of these paths.
Instead, in an area that is highly innovative and diverse in its commercial base, the retailer has come
up with its own innovative and diverse range of
stores. There is a kind of “typical” Sunshine Mitre
10 anchor store, which is a medium-to-large store
with a strong consumer offering and wide range
for the building trades. But there are also highly
compact stores with an emphasis on homewares
for small communities, and a really interesting alltrade pickup store (which every hardware retailer
should study in-depth). Added to that are a range
of specialities: a truss factory, Roma Steel, Sunshine
Locks, and so forth.
The effects of this kind of network are quite
complex. One direct benefit is coverage for customers in the area, which is specially important for
trade customers. As Travis explains:
I think people underestimate the network. No matter
where your job is, we can service you. That’s really
important. If there is a gap, it’s inefficient. For example, it can cost $500 for a truck to deliver [building
materials] to a site four hours away, [as] that truck is
gone a whole day.
You need to be a business that can service all customers in a region. We’ve started to build a network
that can service west of the Coast, with stores up
to mid-north Queensland. With Eagle Farm, we’ve
entered Brisbane now as well, and we are also in
Ipswich, on the other side of Brisbane.
Another element that stands behind the Sunshine network is ongoing development of technology. This is one of the factors that has helped
to accelerate the company’s development over the
past five years. As Travis explains:
I think probably five years ago, the technology wasn’t
there. A lot of work and investment is going into that
hnn.bz

The ScanPan display at one of Sunshine
Mitre 10’s pop-up shops.Bottom and
middle, the pots display used in popshops.

technology, at IHG. Some of the stuff we’re working on now
is really exciting, and it’s going to be coming out in the next
couple of years.

I think Sunshine will be leading the pack with a lot of the technology [developments], which I think is going to be important.
Already our technology is pretty good, with trade portals for
customers. We’ve got 12,000 products online so that customers can look at pricing.

Pop-up ranging
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The real impact of the network, however, is in the structure of the business itself. Diverse stores means diverse
approaches to the market, and it means there is a good deal
of experimentation at play, almost constantly. One of the
innovations that Darren has introduced, for example, is the
in-store “pop-up”. As he describes
this:
Here’s something we’ve been
trialling: pop-up shops. We do a
network where we have four or five
stores. We have four or five pop up
shops going, and then every month
we change it, so we rotate them
around.
Homeware is one that goes in.
We’ll have footwear, indoor plants,
pots for plants. So rather than a
store ordering $50,000 or $60,000
worth [of stock] and being stuck
with it, it just continues on a road
trip. Usually in September we stop
them, then it transforms to an
outdoor-furniture spring, summer range. Then about the end
of March, April, we’ll start them
up again. It is sort of store-withinstore.
It’s something that when customers walk in, they notice a total different change. The one we do with
ScanPan and all the housewares, it
looks absolutely amazing. Something that you don’t see in-store
every day. So when a customer
comes in and they see all this stuff,
it immediately attracts them, and
[drives] more impulse buying.
The way we set it up, to make it
easier, we go with one supplier,
they’ll do us a deal, then they come
set it all up for us. We use the suppliers to do all the “grunt” work, so
staff are less affected.
hnn.bz

Top, the snow-globe interactive display helped to
engage customers, on the way to creating new
Christmas rituals that include Sunshine Mitre 10
stores.
Bottom, the Christmas Cave at the Gympie store
provides an engaging, interactive display of Christmas lights and other decoractions.

On a single store basis, it’s a good strategy. What makes it
brilliant, is that through that process of touring stock, Sunshine is also collecting information about each store and its
customer base. Not only do the pop-up store offerings get
tweaked, but the base store ranging can be tweaked, based on
lessons learned when the novel stock “pings” the customer
base for a response.

Christmas
A variation on this approach can be found in Sunshine’s
approach to Christmas promotions. Sunshine sees this as not
only an opportunity to take advantage of increased spending
during the holiday season, but also to promote its stores to
the young family market as well.
These efforts began by creating a “Christmas Village” installation at the front of one of the network’s main stores, its
Gympie location. A major driver behind this was that, after
initial success selling Christmas lights, the arrival of a Bunnings store nearby, as well as other retailers getting into the
category, led to a slump in holiday lighting sales. What Darren and the retail team at Gympie did was to create a special
blacked-out area where the Christmas lights could be seen in
action, creating a fun, immersive experience that gave customers direct access to the product.
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For Christmas 2018, however, Darren and the team took it
one step further:
We wanted something different. What we did last year is we
cleaned out the front. We found this specialist company, and
they bought in this giant snow globe.
Customers could turn up for free, get into the snow globe
with their kids, and take a photo. We had customers lined up,
and at peak time, the wait was four hours. And they still kept
lining up. Eventually, we just had to cut the line off, there were
that many families.

Whenever HNN speaks with
IHG retailers, the topic of Assa
Abloy comes up. The main reason
is that all hardware retailers are
searching for smarthome solutions
they can offer both their DIY/consumer customers and their trade
customers. While there are many
products on the market, retailers
also need brands that all their
customers associate with quality
and reliability.
Assa Abloy is now marketing its
Smart Home Kit. This is the kind of
total solution that retailers can offer to customers. It features video
cameras, still image capture, smart
door locks, smoke detectors, and
smart power switches. It integrates

with all the common control
systems, such as Apple Home and
Google Home.
It’s also a tool that builders can
use after a house is at the lockup
stage. Instead of cutting multiple
keys, then keeping track of them
all, builders can provide subbies
with keycodes to use on the locks.
After they’ve finished up, the
codes are simply wiped.
As one retailer told us:
“You can’t afford to confuse customers. You want one solution that
answers all their needs. With Assa
Abloy, I can say, right, buy this one,
and you know you’ll end up with a
hnn.bz
happy customer.”

The Yale Assure SL lock is a sleek and modern touchscreen digital deadbolt that allows homeowners to enjoy
the convenience of 100% key free unlocking. This lock can
be upgraded with a Yale Network Module to integrate with
most home automation systems.

Head Office: (03) 8574 3888
www.assaabloyopeningsolutions.com.au

In Mitre 10 stores, traditionally, you get the older people, not
the younger people. But that snow globe brought in everybody, especially younger families who probably hadn’t even
been to the store much before.

It was a fantastic promotion. What it does is, since we started
doing that, we actually sell out of our Mitre 10 lights, which we
never used to. It’s actually getting more sell-through of supplier [stock] as well as our own lines. It’s been a real positive. And
it garnered a lot of free press from the local paper and attention in the local community.

Again, as with the pop-up products and the “Christmas
cave”, the network of stores that Sunshine enables the
company to take this single great idea, and further leverage
the innovation by rolling the snow globe out to even more
locations.

Smaller stores in network
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Sunshine Mitre 10 Cooroy

1. Unusually, the store is on the main street, which
makes window displays important.
One of the most heart-warming things for the iHHIR sec- 2. In a size-constrained site, the basement level
tor, however, is that the network has enabled Sunshine to re- serves to store trade-based goods. It’s compact but
effective.
vive stores that might otherwise have closed. Sunshine can 3. While Cooroy is a small store it still follows the
basic Mitre 10 contentions, and provides some
do that because while some smaller, regional stores would
longer vistas to elminate the sense of a cramped
not make enough profit on their own to be sustainable, as
space.
4,5,8,
9 10. Cooroy also functions as something of
part of the network they do make sense, and can turn a profa “general store”, and prominently features a wide
it. In fact, Travis sees the smaller stores as one of the real
range of home goods, such as clocks, toilet paper,
slip-ons and, of course, Star Wars garden gnomes.
success stories for Sunshine:
6. The standardised Mitre 10 signage still works well
We’re finding we’re making good money from our small
in a smaller space.
stores. It is possible. We’ve got a good formula there. It comes 7. The paint department is outsized and features a
wide range of options.
down to good staff for us, a strong leader. 11. Even though it is a small store, it features a solid
[CONTINUES]
range of essentials, such as Makita power tools.
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Sunshine Mitre 10 Noosa
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Sunshine Mitre 10
is quietly proud of its
Noosa store. That’s
less about the overall
profitability of its
operations, and more
about how Sunshine’s
operating model
brought the store back
from being loss-making to a high EBIT
margin:
Noosa is one of our
shining lights. It’s had
a Bunnings open up
nearby. The store was
losing about $250,000
a year, about five years
ago. Now it is quite
profitable, with a 10%
plus EBIT margin.
So it’s a really, really
strong turnaround
for us.
It’s a classic case for
us. A store that’s 90%
trade, predominately
trade, and you can
make good money out
of it. You just get the
formula right. I believe
it’s about personnel
and how our customers like our staff. They
come to us because
they like dealing with
us.
We put some pretty
strong managers in.
There’s Justin who’s
now our group trade
sales manager. We’ve

also got Nathan from
Hudson’s in Katoomba,
New South Wales. He
was the trade manager
out there. He’s now the
store manager here
because he wanted a
lifestyle change.
It’s a store that’s wellknown, the guys are
liked. We make changes to the key staff here,
and the customers get
very parochial. They
might send a message
by shopping at Bunnings! They give you
the feedback. So it’s
very cliquey.
The store manager,
Nathan Hansen, Noosa site manager, says
the staff deserve a lot
of credit for how they
fit in with the builder
community.
People are happy to
work here and they
want to work here.
And the customers
react to that. They get
on well with the staff,
they have a good laugh
with them, they come
in here and enjoy being
here.
That model relies on
smaller home builders
constructing high
quality homes in the
Noosa area, which has
become a “hot spot”

for holiday homes for
the wealthy living and
working in Melbourne
and Sydney.
We have a very loyal
following in Noosa.
A lot of the builders
may be only doing five
homes but they are
$3 million, $4 million
homes. They buy highend product and buy a
lot through us. It’s just
that kind of cliquey
area, Noosa.
Darren took the lead
on much of the on-theground strategy.
So to start with we
had two sheds. Trade
and retail. We used to
run a nursery. So we
just took everything
that we classed as
trade hardware that is
used for our builders.
Jammed it in here and
got a trade offer up
and running.
It did take about
18 months to really
get going. Once the
offer was refined and
tightened and the
builders that came
through could get everything they wanted
then it was onward
and upward from
there. If they asked for
something new, once
again, because of our

network, we could get
it for them. So if you’re
a customer that comes
in at 3 o’clock and says
I need another six of
these, they’ll be here
for you at 7:00 in the
next morning.
So that’s the advantage of having all these
stores close by. We can
use our network to
make sure they get it
overnight.
One aspect to Noosa
that’s not immediately
evident is that aside
from new builds and
renovations, there is a
significant repair market as well, as Darren
explains:
There’s big repair
market here. Because
the maintenance on
these houses from
their exposure to salt
water is amazing. No
one ever talks about it.
Windows are always
going, they’re rusted
after each season,
the gutters are going,

outdoor furniture, etc.
To have the privilege
to live on the water,
you are paying a high
price.
Living near some
of Australia’s best
beaches has one other
affect on the business,
according to Nathan:
The only thing you
have to watch is when
surf’s up you don’t
get too many builders
around here!
Which really says
something about the
Noosa store. As Darren
puts it:
I just want to read in
your publication that
the main challenge
here is not Bunnings
but actually when the
surf is up!

1. Nathan Hansen in front of the entrance to the store
2. The checkout desk is set up for trade, with lots of space
making it easy to checkout bulky goods.
3. While not a very large store, it’s more than adequate for
stocking most of what any trade customer would need.
4. While the trade pickup can only handle three vehicles at a
time, it is setup to provide quick loading.
5. All the Sunshine Mitre 10 stores have good racking in
pigeon holes for smaller quantities of bulk goods.
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Our management is pretty lean, they are active in the local
community. We’ve found that [this formula] has been pretty
successful for us. We are getting good growth in the small
stores with growth about 20-22% up. That’s despite a pretty
flat market at the moment.

For Deen, it’s very much a case that retail is retail, and the
size of an opportunity isn’t as important as its potential.
We don’t have just all big sites. Often people see Sunshine
as, oh yeah, this big company. We have $2 million stores that
make, whatever, a small EBIT.
Really, we have the same challenges that every hardware
retailer does. We just have them on a bigger scale. But yeah,
big stores, little stores, we have DCs. We try and tailor our offer
to what we need in there.
The way in which the network enables smaller stores to
flourish is due both to some formal arrangements, but also to
more informal, ad-hoc efficiencies.
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The Sunshine store at Cooroy is a good example. This is a
very small store, but has the advantage of being located on
the main street of the town. (Cooroy itself has a population
of less than 3900.) The store is one of those smaller stores
that is at once crammed with products, but also well-organised. Darren points out that in smaller towns, you often have
to take what you can get:
It’s a typical country store, where you find a building that you
can move into rather than getting a building that suits. You
take the one that’s empty. It works really well in the end, but it’s
a very different, difficult store that sort of works in the hinterland community.
With limited space, however, ranging and stock is always
going to be a problem. Darren explained how the store
worked to overcome those problems:
The store relies a lot on our Noosa store or our Nambour
store. Chris [the Cooroy store manager] lives on the other side
of Nambour, so he’ll drop in every day [to the Nambour store]
and get his supplies if he needs them to cover an emergency.
Same as our trade guys, there’s a car-licensed truck in
Noosa and a ute here, and they will swap stock between
the two stores to get themselves out of trouble rather than
wait a week [for the regular delivery]. So if we run out of
something today, they’ll have some more this afternoon
because they’ll go and “rob” it from one of our big trade
stores. It works really well, that sort of milk run.
Its diminutive size, Darren also explains, doesn’t
prevent it from meeting the basic requirements that
Sunshine places on its stores:
Cooroy still conforms with the shopping-led ranging,
what is needed in an IHG small format. Even though it’s
a different type of store, when you pull it apart, the same
ranging that starts off in this store, is in all of our big
stores. So the whole network is set up the same.
hnn.bz

The logistics operations room at Sunshine
Mitre 10 Kunda Park.
IHG’s TruckTracker is a GPS system that
offers real-time updates on the location
of delivery vehicles. This is transparent to
customers expecting a delivery.
While the technology behind the system
is quite simple (these days building a
system like this is a common project in
university courses), the IHG version is
well-executed.
What is more important is how that
system gets deployed. Sunshine backs it
up with a dedicated team, an operations
room, and paying attention to the drivers
it hires. It’s often the last 10 minutes of
a delivery that really makes all the difference when it comes to customer service.

And then we leave the local content to the manager and the
staff because obviously every area is a little bit different. It’s
about 80% core range, 20% local.

Travis is quick to point out that running a store of this nature as a stand-alone would be a really tough task, and much
less likely to post a decent return on the investment.
You can just imagine an independent operator with a store
like this. Would you be able to spend a couple hundred thousand dollars on new floors, racking whatever, when that was
needed? What’s the return you are going to get?
On the other hand, there are advantages. Stores that
operate as part of a small community tend to self-regulate a
bit more. Travis certainly sees it as one of the network’s quiet
achievers.
For us, it’s always been profitable. It’s a very low maintenance
store. We put the manager in and generally we don’t have to
worry about it.
It’s very challenging. But you know what, I think you have to
do it. For us, I think generally our history shows that when you
reinvest, you get a return in sales. It might take a while but
without really investing you are just kind of treading water.

The hub network
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That sustaining element goes beyond the customer community, and includes the retail community as well. That
extends to, for example, helping other independents gain
access to products from suppliers, such as James Hardie, that
require a high volume order to create an account. In addition,
Sunshine has helped independents gain contracts, as Travis
points out.
I think the constant challenge for us is that we’ve got to make
sure we keep supporting the other independents and help
them out. To be fair, it wasn’t a strength of ours five years ago,
and it’s something we’ve become a hell of a lot better at now.
So yeah, we’re just very active amongst the members. We
want to help them and support them, and we’ve helped them
win jobs. Where we can, where it makes sense, we’ll pass on
leads and the like. We’re just trying to act like a network, which
is important because that’s why Bunnings do well, because
they have a network.
Commonly held retail wisdom about competition between
retailers would indicate this would be a poor business model.
This is, however, what really is at the
core of this kind of hub network: that
“sharing” not only helps the other retailers, it also helps Sunshine itself.
What is really going on in this
circumstance? How can it possibly
benefit a retailer to help to support
businesses with which it does have
some — albeit often minor — competition?
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Figure 1, from “Better, Faster, Stronger: the impact of market oriented
coopetition on product commercial
performance”, a paper by Marc Robert,
Paul Chiambaretto, Benjamin Mira and
Frédéric Le Roy.
The image on the right, where firms
compete in terms of horizontal markets,
but cooperate more when it comes to
vertical markets, partially describes the
situation at Sunshine Mitre 10, where
extending services to adjacent regional
retailers aids both Sunshine and the
retailers it assists.

If we delve into this question, what we discover is an
economic basis for how the iHHIR industry can, over time,
effectively compete with larger, closely integrated businesses
such as Bunnings.
There are two main parts to the answer: 1) through offering
this support to apparent competitors, the hub retail network
improves its own efficiencies; and 2) the benefits from those
improvements are greater than any potential competitive
losses.
There are specific circumstances where these conditions
are more likely to be met. In particular, in retail markets in
Australia, there are circumstances where firms will compete
avidly in terms of horizontal markets — where the customers
have very similar profiles — but cooperate in situations that
involve vertical markets — where one retailer has exposure
to a unique market that is a refinement over the general market. This situation is outlined in Figure 1.
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Let’s take a practical example to illustrate this process.
As Sunshine mentioned to HNN, there are some companies
which — very understandably — require retailers to have
a minimum annual order amount to open an account. Sunshine will act as a kind of “broker” for some local retailers
whose volume is not quite up to the minimum, providing
them with products, and charging them, as would be expected, a handling fee.
On the surface this would seem to be an “ok” thing to do,
but not especially strategic. Competitively, there could be
three outcomes for the plasterboard sales: the other retailers
make sales with Sunshine’s help; Sunshine doesn’t help, and
gains those sales for itself; or those orders for plasterboard go
to neither Sunshine nor the other retailer. The second option
is by far the least likely one. So rendering assistance makes
some sense, as it is the most helpful of the other two outcomes. It makes sense, but it is not all that compelling.
Underlying this potential is a situation where the retailer
receiving logistics services actually has access to a vertical
market — usually regional-based, so sometimes also relationship-based — that the servicing retailer does not. Supplying services enables both retailers to better leverage that
unique, vertical market to increase sales.
A deeper review indicates,
however, that this is actually a
very strategic move by Sunshine,
and one which will benefit the
network — genuinely, and without
cost to the retailer being helped.
That is because offering this facility, and making it widely available,
increases the order flow through
the supply/logistics part of the
hnn.bz

Chart 3, from Building Industry Outlook 2019
produced by Master Builders Queensland (bit.
ly/2KEBHWH). Steady gains in building approvals,
but also an underlying peak/trough pattern, which
indicates some difficulties with forecasting and
stability.

Sunshine network. This creates two closely linked, but separate advantages: economies of scale, and efficiencies of scale.
The economies of scale would relate to elements such as
the increase in the amount of plasterboard (for example) ordered over a year. This increase may enable Sunshine to negotiate for both lower prices, and better access to stock in times
of low supply. Also this aggregate increase in demand will be
made up of divergent, separate sources (many small retailers),
which should result in the level of demand being resilient to
fluctuations, as there will be few shared dependencies (with
the increased demand originating in different regions, covering different markets, and servicing different builders).
The gains in efficiencies of scale are even more interesting.
Logistics is one area that can be very sensitive to efficiencies
of scale, because it is caught between two different principles:
All logistics become more efficient as order flow increases;
and there are few things quite as expensive to a business as
under-utilised logistics capacity.
Providing some supply/logistics to smaller retailers means
that logistics capacity can be expanded and still remain efficient. The nature of that secondary supply also means that it
can be flexibly overridden in times when
logistics capacity does come under stress.
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The market
How does this regional economic and
social situation play out when it comes to
the markets which Sunshine addresses?
In terms of the building market, Sunshine is strong in the mid-range builders
which are common in its region, according
to Travis:
With our trade mix, we are strong in the
five to 15 houses per year homebuilder.
We see a lot of independent builders, that
side of the market, the guy building five to
even 20 homes a year, he’s actually on the
tools most of the time, on the site himself.
For them, we’re a convenience, in that
they need only one account across a wide
region. That’s easier for them than having
to juggle multiple suppliers. Because those
guys are flat out.
While other states and regions have
seen consolidation of builders, that’s not
something Sunshine expects in its region.
Deen sees the mid-size builders on the
Sunshine Coast as having very robust
businesses.
It’s not going to be just project builders or
just national builders. I think it’s going to
take a long time to stamp out those smaller
hnn.bz

Chart, 4, top, shows that while residential
construction has been largely stable over
the past three years, non-residential has
provided some growth. Chart 5, bottom,
shows how significant the Sunshine
Coast is to the overall state economy, with
the value of work done there frequently
exceeding 8% of overall work done
throughout the state.

guys. There are lot of new ones coming through. We’ve seen a
lot of younger generations coming through, and we’re getting
another wave of builders. It’s good for the industry because
you don’t want [home owners] to have limited choices. You
don’t want them to have to just deal with a Metricon or a DJ
Gardner. It’s a different experience.

Travis sees some real advantages in that market. While
larger project builders are trying to cut deals that reduce supplier margins, the independent builder market is more able to
pass on costs.
A lot of the project builders have felt the squeeze over the
last 12 months, and they’re hitting resellers up to pass savings
on. So they’re writing letters saying, “We need you to find 4%
savings for us.” We’re not getting any of that.
If you’re dealing with the project builders, they’re all basically
copying each other, trying to pass it down the line to suppliers
to say, “We need you to help us out,” you know? We’ve not
had any of that pressure come through.
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In fact, Sunshine sees trade as being one of its major
strengths when it comes to retaining market share in the
face of ongoing expansion by Bunnings (which, for example,
continues to struggle to open a warehouse in Coolum). As far
as Travis is concerned, this has a lot to do with relationships.
So we think trade is one of our strengths in competing with
Bunnings. We typically don’t lose jobs to Bunnings in trade.
They deal typically with the volume project builder, which is
not really our market. We’re not really after that market at this
stage. That may change down the track. But that five to 15
home builder, if you interview 20 five to15 home builders,
most of them will not really like Bunnings. They might go in
there because they have to, because it’s convenient for odds
and sods. But when it comes to actual building material on site
and having a dedicated rep that looks after them, they prefer
us.
Bunnings is going to lack some depth when it comes to reps.
A lot of our reps are friends with our customers. They go on
fishing trips and whatever, and I don’t think Bunnings would
ever be able to replicate that. Or it would take them a long
time to replicate that.
That said, you’ve got to respect them. They’re an impressive
business. Obviously they’re keen to push into trade because
they see it as a growth area.
Does that worry us? Yeah,
absolutely. However, though
we’ve probably been one of the
hardest impacted businesses by
Bunnings, we’ve had really good
growth. Our profit has been up
100% over the past five years.
The area where Sunshine
does deal with larger companies
is in the area of commercial
supply.
hnn.bz

Chart 6, from Building Industry Outlook
2019 produced by Master Builders
Queensland (bit.ly/2KEBHWH). While
the decline in residential building is of
concern, this has been compensated for
by increases in other forms of building.

We have a large commercial division as well, we look after
Hutchinsons, and Murphys, and so forth. A lot of those guys
have been pushing away from multi-res developments into
aged care so we’ve kind of gotten into that. People seem to
associate the Sunshine Coast as a desirable place to retire so
we’ve ridden the wave of that.

Darren, who has a very long association with building supply in the region through his family, has seen that end of the
market change substantially:
The market has really changed. When I was younger, you
could get that business [commercial, such as aged care] by
friendship or the local community. These days it goes through
at the state and federal level, so unless you have a deal as a
national, it’s very hard to crack into that council, healthcare
market. All that area of the market, including TAFE colleges, is
going through state or national.
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While trade is important to Sunshine, retail also plays a
very significant role. It’s an areas the company is constantly
seeking to expand. Adding more retail plays a prominent
role in, for example, valuing acquisitions. Travis is constantly
thinking of the balance between trade and retail:
Sometimes if an acquisition opportunity is heavy in retail that
makes it more attractive, because retail is important for us, we
don’t want to be a 100% trade business. Right now we’re 70%
trade, 30% retail.
Retail is good because of the higher margins. Opportunities
like Bundaberg that came up, which was a Home Hardware
store that had been closed for six months, is a good example.
We liked it because it had previously had a heavy retail business. It was probably 80% to 90% retail, so we saw that as an
opportunity for us to pick up some more retail.
Again, what we are seeing here is how the structure of the
business, as a hub network, helps it to leverage the value it
produces. Just about every iHHIR business would cite deep
knowledge and close relationships with builders as core advantages. But it is only through participating in this kind of
network that the full value of that knowledge can be utilised.

Sunshine management
The pathway the company went
down in its development is one
familiar to most retailers with a
growth opportunity: at one stage
they found themselves with, as the
current management team put it,
a $100 million business being run
like a $20 million one. The most
common problem in that situation
is that management remains too
centralised for the increased size
of the business. There may be only
one or two individuals responsible
hnn.bz

Store reps working together in the
offices at Sunshine Mitre 10 Kunda Park.
Providing autonomy, consolidating work
types, yet allowing also for differences
between stores, helps to build successful
retail businesses.

for all major decisions, creating a bottleneck, which often
leads to spur-of-the-moment, “beauty contest” type decisions.
Travis was key in transforming the company by devolving
responsibility, increasings its ability to respond and work
more effectively. For him, it seemed like a fresh slate with
great potential.
I was joint venture manager for Mitre 10 in one of my previous
roles. I looked after the joint ventures. So I actually did a lot of
work with Sunshine. I was pretty familiar with the business. But
coming in, I guess, it was a fresh start, and I just had no baggage. I didn’t have pre-conceived ideas.
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What Travis did have, though, was a belief in both good
management, and good managers.
That’s the key. I have said to both Mark [Laidlaw] and Annette
[Welsh], who are directors at Sunshine — as am I — why have
we been successful? Because we have a very good structure.
We have good people, they manage their areas well, we hold
them accountable.
Deen is the head of trade, Darren is head of retail. We’ve got
a human resources manager, a marketing manager, and an
inventory manager. It just flows from there. In our business, if
something is not performing, it is clear to us where it is and
what we’ve got to do.
Also, staff have been given a little bit more autonomy as well.
We empower our store managers to treat each store as though
it’s their own business as well. What we say is, at the end of the
day, guys, you’ve got a budget and we’ve got an expectation
that you’re going to hit that budget, or exceed it. We wouldn’t
quite say “do what you’ve got to do”, but we certainly back
them to get the result.
Doing the reverse has consequences for everyone on the
management team. As Deen, who was at Sunshine when less
responsibility was granted to managers, puts it:
[Without autonomy] you’re employing someone to just go
around all the stores on a constant basis. Sunshine has been
there, we’ve done that. Today, we’ve got people doing a little
bit of that, but not all the time. You can’t afford to. The problem
is you drive six hours, you’re exhausted, you turn up to a store,
the last thing you want to do is sit down with the manager. You
walk the site, you’ve already seen the site 30 times, then a staff
member grabs you ... You’re not productive.

Sunshine expansion
Sunshine has two separate strategies that relate to growth.
One strategy is about expansion, with a focus on the
acquisition of further stores for the network, and
the other relates to growth through innovations.
There is also a third category, where Sunshine has
developed innovative uses for hardware-related
sites.
Across a number of different metrics, Sunshine
acts far more like a modern startup company than
it does an established hardware retailer. To give just
hnn.bz

Chart 7, from “Curing the Addiction to
Growth” for retailers, in the Hardvard
Businsess Review (bit.ly/33VwxNk).
While Travis is enthusiastic about
acquisitions and expansions, he also
sounds a note of warning, and sees
much of the future of Sunshine as tied
up in improving existing operations. As
he said, commenting on some available
opportunities:
We’ll probably focus more on just
internal investment. We are doing it
at a time when we think there is a bit
of a slowdown. Time to take a breath
and invest in some stores that we
need to.

one example, when HNN asked the management team at
Sunshine how they went about planning some of the acquisitions and innovations they have launched, and how long it
took, they replied that it came down to several meetings over
about four to six weeks to get something underway.
As the Sunshine team pointed out, that’s in sharp contrast
to efforts they’ve seen in Sydney and Melbourne, where planning takes six months to a year, and is a laborious process.
Sunshine’s approach is very much “cut to the chase”, as Travis
explains:
When it comes to something like an acquisition, you can just
analyse data to death. The biggest thing is really getting the
framework right, such as the price file. Make sure there is consistent pricing across all the stores. Put a point of sale system
in. We try to put our system in day one, train the staff up on the
system and then you gear up for a big launch, at some stage,
in a couple of months.
While things can happen quickly, there are still plenty of
processes in place, as Travis points out:
There are business cases put together. There’s modelling
behind the scenes. It goes all the way up the line from our own
board approval through Metcash approval. Plenty of people
have to sign off on things before we jump in.
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As Travis says, much of the process is familiar to most
businesses:
We have a CAPEX every year like most businesses would,
and have to establish the return on our investment. There are
hurdles we have to hit to do projects. By and large, most of the
projects we’ve done have been acquisitions. So the payback is
relatively quick on those.
One reason why it takes less time for Sunshine to put a
plan together, is that the company has proved itself capable
over the past five years. Travis is careful not to be over-confident, but having a strong history is a real advantage.
We’ve been successful, because we’ve actually made our
plans happen. We’re going to them, we’re putting a business
case up, what is the worse case scenario? We’re finding probably nine times out of 10, whatever we want we’re getting,
because we’ve got runs on the board, we can prove we’ve got
a history now that we can turn retail businesses around.
Sunshine doesn’t treat its business plans
as a point-in-time communication, but
rather as a very useful, working document.
We’ve got a roadmap, a very detailed business plan. So we know where we’re tracking,
we know where we want to be in five years
and we stick to that. We also review the plan
regularly. Often a business plan is a document that you do it because you have to, and
then you tuck it away in a drawer. We’re one
of the few that pulls it out regularly, to revise
it, see how we are doing.
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The Sunshine truss plant is an example
of an outlier expansion by Sunshine.
According to Travis:
This business is very technical. This is
around maximizing efficiency. One
of the things we’re sort of grappling
with, is because we’ve got a large
commercial business, on the trade
side is, how does a commercial truss
plant make sense for us? Are we both
trade and commercial? Are we more
about residential?
We’re maybe having a little bit of an
identity crisis about what we want to
be. Commercial jobs can be higher
margin but they’re challenging, time
consuming. Whereas a cookie cutter,
five home, punching them out the
same, it’s quicker more efficient but
lower margin, more competitors,
so we are grappling with that at the
moment.
What Sunshine grasps is that expansion
is not additive, it’s holistic, in that each
expansion alters the whole business.

Sunshine has also learned to be as “real” as
possible when it comes to building a business
plan — optimism is great, but it can mislead
management. As Travis describes the process
of forecasting:
It’s easy to put a five year forecast up, and say
“we’re going to take it from $5 million turnover
to $15 million turnover”. Anyone can do that.
Some retailers will say “yeah, we’ll take it from
$200k, or even losing money, to this magical
$1 million EBIT”, or whatever. We’re pretty
conservative, so most of our business cases, we forecast it’s
losing money maybe in year two, but by year five it’s making
acceptable return. We try to work off of a 5% EBIT margin, as
a minimum guide for any store that we do. Obviously 10% is
exceptional. Anything above 10% is very good.
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Kawana is a stripped-down, trade-focused
retail site. The orange frame is where
tradies enter with their utes and trailers.
The blue exit to the right is where they
exist driving past the checkout desk.

Even with the best management, it’s clear to Travis that
businesses need to be given time to turnaround.
We’ve often found with acquisitions that, I would say, we tread
water a lot of times. We do a lot of good development stuff,
but you don’t actually see the benefit in the first 12 months.
It’s really the second year onwards that you start to see a store
really, really turn. But once you turn the dial, it tends to keep
going in that direction.
That said, you’ve got to be selective. I think we walk away from
more than we actually do at the end of the day. It’s got to make
sense for us, in our catchment.
Once a project is underway, however, it’s evident Sunshine
really throws itself into achieving success.
We just have, in our management team, we just have guys
that are excited by the challenge, being thrown in the deep
end. We back ourselves that we can really get the basics right.
If you can do that, the rest will take care of itself.

Fold-Away Rotary

Many homeowners are looking
for that “special touch” in their
yards, something familiar that
really says “home”. On top of
that, increasing environmental
concerns (plus energy costs) are
pushing them towards “natural”
solutions for clothes drying. It’s no
wonder that Austral is proving a
popular choice.
“Thing is,” one hardware retailer
told HNN, “they come in looking
for the other brand of clothes
hoist, the one they remember.
But when we tell them Austral is
the only Aussie made and Aussie
owned hoist, they generally are
grateful to buy it. As we say to
them, it’s in the name.”

Austral has also continued to
develop the clothes hoist, making
it more practical for modern life.
“The fold-down is really popular.
Yards are smaller nowadays. Pop
it up, put the clothes on, dry them
off. Fold it down, pull it out, and
you’ve just about got the room for
backyard cricket again.”

Head Office: (03) 9799 8122
www.australclotheshoists.com.au

One point that Travis emphasised several times is that in
taking over an existing retail operation, the most important
thing to get right is the relationship with the staff. One way
of achieving that is by increasing transparency about how
the store is performing.
Win the staff over. That’s really an important point. We found
with one of the stores [we took over] that we had some real
challenges with the staff. The previous owner didn’t share a lot
of information.
The store was losing money. The staff thought the store was
profitable, so there was a big disconnect. We’ve come in, and
we had to do some redundancies, which we didn’t like doing.
So we were very transparent with them. Previously, they just
had no visibility. We shared the P&L results. They’d never seen
any of that level of information. So it was kind of like when we
first started we were seen as enemies. Looking at the P&L, they
realised they would be out of a job if it wasn’t for us, because
no one else was ever going to take this business on!
So yeah. It’s really important to win the the staff over. Because
if you don’t do that, it doesn’t matter how much planning
you’ve done, it’s going to be hard to get things going.
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Travis thinks that many businesses in
New South Wales and Victoria which see
themselves as “boxed in” with few opportunities for growth would benefit from trying
a little harder to find opportunities.
We just kind of made growth happen. There
is a lot of comment about how some retail
owners whinge and complain, and see only
the roadblocks, the barriers, but sometimes
you’ve just got to take a leap of faith and back
yourself. For example, the people that say
their site is maxed out or whatever, put an
extra rep on. Do more deliveries. Just always
try to grow.
I think that’s something that Sunshine does
well. As I said, the management team in
particular, we back ourselves. We believe that
we have got the ability to turn around some
troubled stores.

Kawana
While the Sunshine team took the time to
show HNN several very good stores, including Gympie (which just has that relaxed feel
of a really smooth-running store) and Kunda Park (with its impressive logistics setup),
we would have to say we were actually most
impressed by one of the group’s smaller
operations, at Kawana.
Kawana illustrates much of the Sunshine
approach to expansion, growth and — especially — innovation. It brings together three
hnn.bz

Top, looking back to the entrance of the
Kawana drive-through. While it is housed
in a small space, the design maximises
the use of space, enabling up to seven
utes with trailers to use the space at one
time.
Middle, the racking is designed to make
loading as quick as possible, with complementary stock racked together.
Bottom, the setup also makes it easier
for the racking to be re-stocked with
Sushine’s Toyota forklifts.

basics of hardware retail — store site and location, ranging,
and customer base — in a unique and well-developed way.

Overview
The first thing to know about Kawana is that it is a highly
vertical retail operation. It is 100% dedicated to trade sales,
and 95% aimed at trade sales of bulk goods for building and
construction purposes.
Here is the best way to think about the site. Most larger
hardware retailers have a dedicated trade area for bulk goods
where tradies can drive in their utes and trailers. Kawana
is basically made up of only that area, but highly optimised
to fit into a relatively small site, along with a small “odd and
ends” store near the checkout, which sells basic tools and
products such as silicone sealants.
To make the very best use of the site, and to optimise
traffic flow, there is a U-shaped driveway through the store,
with customers entering at one end, then driving through
the store. Up to seven utes and trailers can fit in that space, a
kind of moving assembly line of pickup and go. They can stop
at various locations as they progress, to load goods directly
onto their trailers and utes.
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For the tradie or builder on-the-go, looking to get to a jobsite first thing in the morning, or having to make a quick stop
to pick up materials, this provides an almost frictionless way
to get-in, pickup and get-out.
And all that fits into a 1500 sqm site.

Market
The site manager for Kawana, David Hill, is rated by Travis
as one of the canniest store managers Sunshine has. According to David, the store has
a very well-defined market:
We would do 80 to 90 transactions per day,
and probably about 15 require delivery, the
rest is all pickup. So we have a lot of guys
who pick up timber, fibro, all your hardware
bits and pieces. We’re busy in the morning,
and in the afternoon. It’s hard to pick, but
generally always mornings are reasonably
busy. We open at 6:00am here instead of
6:30am and get a fair few coming in that
early. So it seems to work.
There is also a range of local construction work underway, which makes Kawana
popular:
There’s a lot of pickup trade around this area
because there is a brand new residential estate about 15 minutes away. And the tradies
tell me there’s a lot of thievery and stuff like
that, so they’re reluctant to leave much on
site overnight.
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Embedded into the Trade Centre store is
handy set of aisles that makes it easy for
tradies to pick up the essentials. Note the
really excellent use of aisle end-caps, and
high level of amentity, with clean, well-organised stock. Tradies like organisation as
much as retail/DIY customers.

We’ve got big sets of units under construction just down the
road, which our reps look after. And you know it’s just convenient to come in here and get 20 sheets of this or 20 lengths
of framing. We have our standard hub from Kunda Park where
they take out truckloads of stuff. But there is always something
they forget, I can guarantee it. And having the broad range at
the store is a definite benefit.

I figure this is a good site for pickup. Easy to get in and out of.
So whereas at some of the other sites we’re a bit challenged,
this is custom built. We spend most of our time servicing people instead of selling stuff, because we’ve got a lot of reps on
the road.

Travis adds that the market is more diverse than they
expected:
It’s just a convenient option for customers in that area. For
renovation work. We also get a lot of handymen, and that sort
of thing. Because it’s easy to get to, it’s on a main road. Busy
road. Good visibility of the signage.

Ranging
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One of the real difficulties of setting up a store such as
Kawana is getting the ranging right. That’s both because having the right stock is critical to attracting and keeping trade/
construction customers, and that requirement is made more
difficult by having a relatively small store.
Again, this is where the network provides background and
assistance, as Travis explains:
Kawana has a tight offer. We’ve been able to model the range
here on our bestsellers from Kunda Park. Also, if someone
wants something we can pull it from Caloundra or Kunda Park.
And did we get it right from day one? No, it evolved. We
tweaked it. So probably what we’ve got now compared to what
we started with is 20% probably different but 80% the same.
Deen points out that there is even more network contribution:
And the advantage is, we don’t have it, we’ve got Kunda Park,
we’ve got Caloundra. And we’ve now got a lot of support
where if Caloundra doesn’t have it then maybe Kawana has it,
as a branch, so we sort of “offshoot” from each other.

Location
The Kawana site, in terms of its
physical premises, was anything but
attractive when Sunshine first started
looking at it in 2016. It had previously
been a CSR trade centre, which had
been left vacant for over a year. The
land was owned by a government entity, which, as Travis says, introduced
a few difficult terms in leasing agreements, though Sunshine was able to
get around those.
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The master in his wheelhouse. Store
manager David Hill mans the checkout
at Kawana.

Outside of that, though, Sunshine saw it as an almost
perfect addition to the network, as it helped close a gap. As
Travis describes it:
Kawana, was a “brownfields” site for us. There was a gap in
the network for us. Even though we have a network of stores
on the coast, builders won’t drive 15 minutes, 10 minutes to
Caloundra. They’ll go to the HTH store around the corner, to
the Bunnings that is just down the road. I mean, I don’t blame
them. If Kawana didn’t have it, I wouldn’t be driving another 15
minutes. When we didn’t have Kawana, people were complaining, “You’re forcing me to go to Bunnings because I’m not
going to drive 20 minutes to Kunda Park or Caloundra”.
That’s why the network is really important. Even five minutes
they probably wouldn’t drive. That’s why we put a car licence
truck in here. You need something, we’ll get it to you. If they
can’t leave the site, builders know we’ll get it to them.
And we have the Truck Tracker so they know when a load is
going to turn up, so they can have their guys ready.
I think for us, if this opportunity makes sense in other locations, we will look at probably rolling the model out more
broadly. A similar site, anything under 2000 sqm. If it is bigger
than that, then you need more staff.

101

There have also been some surprising benefits to being located just 200m from a competing hardware store, according
to Deen:
The other hardware store is about 200 metres away. Advantage is they send a lot of people to us. They don’t keep a lot
of hardware, but they do keep timber. And then they send
people down to us.
I think when you open a brand new store you’ve got to make
sure you say yes to everything. Whether you know it or you
don’t , you work it out. We’ve got enough people in this company with enough knowledge, we can go “no worries, we can
help you do this and that”.
I think that helps. Because when you say yes to everything,
everybody goes “those guys are good”.
Kawana really was something of a risk to get going, but it’s
a risk that has really paid
off for Sunshine. It’s established good sales figures
and continues to grow,
according to Travis:
So it’s been a good site
for us. And it’s growing
every year. It’s up 30% this
month, and about 25%
year-on-year. So it’s kind of
been growing at that rate
for the three years since
we’ve had it. Only five
staff, but another profitable store for us. It keeps
growing.
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The Eagle Farm facility relies on a
distribution centre rather than warehouse
organisation. The emphasis is on keeping
stock in high quality environments and
permitting quick and easy access for
rapid racking and on-shipping.

Conclusion
There are a number of aspects to Kawana which are exciting. Perhaps the most exciting one is how easy it would be for
other retailers to adopt this model. While it is quite sophisticated, and does need some capital investment, it’s going to be
much more economical to put together a store of this nature,
as opposed to a more traditional store.
Of course, the one real requirement that is difficult to meet
is that solid managers like David Hill are hard to come by. But
part of the Sunshine experience has been that many hardware retailers have under-utilised staff on their rosters that
could rise to this kind of challenge, given the opportunity.
In many ways, Kawana reminds HNN of the what Bunnings used to call its “Trade” stores, which were low-amenity, white warehouses that were set up on a location near a
residential development for two or three years to provide the
same kind of pickup services that Kawana provides. There is
a real opportunity here, for retailers interested in the developing fringes of major cities, to explore that kind of enterprise on a smaller scale.
More than all that, though, is what Kawana “means” for the
iHHIR industry. Sunshine has been very innovative in this
development, and very flexible in building a workable store
that services a very good market.
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Map 1

Map 2
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Map 1 shows the total area covered by
Sunshine Mitre 10 stores. Map 2 shows
the stores in and around the central
Sunshine Coast area. Standard stores have
a red marker, while logistics centres have
a green marker.
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Logistics
If there is one area which, right from the start, sets Sunshine apart from other larger retail operations that are part
of IHG, it is the way in which it handles logistics.
Logistics is one of the keys to operating a successful hub
network. In fact, it goes to the heart of what such a network
is, as it starts by separating out concerns related to supply
and delivery from the rest of the retail operation. As Travis
explains the logistics setup:
We have really three distribution centres now — for want of a
better term. Eagle Farm servicing Brisbane, Kunda Park does
the coast, and then we have Gympie. We had a store at Hervey
Bay back in the day, now we’ve got Bundaberg. The Gympie
store services a large area, right up to Bundaberg. We do
some deliveries out of Bundaberg as well, which has freed up
a truck in Kunda Park to service our existing customers there.
But we’ve spent a bit of money at Gympie in 2019.
Map 1 shows the overall distribution of the business operations of Sunshine Mitre 10. Map 2 shows the core of those
operations, clustered in the Sunshine Coast area, as well as
Gympie (which is technically not part of Sunshine Coast).
The standard locations are in red, and the green markers
indicate the logistics locations.
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An interesting aspect of the new Eagle Farm distribution
centre (DC) 20 minutes north-east of the Brisbane CBD, and
about 10 minutes from Brisbane airport is that it marks a partial reversal of the way Sunshine has expanded in the past.
Where previously store sites have been been developed into
DC store sites, here a single-purpose DC has been established
in an area where Sunshine has plans to eventually expand its
retail operations. It provides a good perspective from which
to look at the overall logistics.
There are three aspects of Sunshine logistics that are
worth examining. The first is how the company is makings its
logistics facilities available to other IHG stores
in its region. The second
is how the DC functions in terms of pure
logistics. What are the
benefits, the costs and
the savings of operating
the DC? The third —
which is especially important for businesses
in Queensland — is how
does the DC respond to
and take advantage of
the regionality of the
area it services?
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Jason says he currently stocks a range he
knows is larger than will be needed, but
would rather be able to answer demand
immediately, then refine the range later.
The items stocked in pigeonholes are
specialities required only in low volumes.

Jason introduced us to that facility, and filled us in on how
it works, and the demands that get placed on its facilities.

Supplying members
The place to start, and a signal about not only logistics but
how Sunshine itself is different from other retail operations,
is that the warehouse is being used not only to provide product to Sunshine’s own stores, but also to other IHG stores in
adjacent areas. Far from this being in any way a “negative” for
Sunshine, this kind of cooperation actually provides a real
boost to its logistics.
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It’s certainly a real boon for those other retailers, as Jason
explained:
Since we’ve set it up — and we’ve always had the intention —
we’re re-servicing some of own sites and so we can give other
members access to product they can’t normally get. So it helps
them.
It is very much a hub-and-spoke, Mitre 10 model to help other
members, give them access to the product that they can’t get
in other ways.
The main product we are re-distributing which members have
trouble getting ... is fibre cement in the James Hardie brand.
You can access cheaper options and other options, but to access genuine James Hardie fibre cement, Hardie’s won’t give
you an account unless you spend at least a million dollars a
year. There are probably some “hereditary” accounts — but the
reality is you’ve got to buy volume.
It’s not only products where suppliers — reasonably
enough — need volume in order to supply, there are also
products where handling can be a difficulty the DC can solve.
Polystyrene cladding, which provides insulation, is a case in
point.
The cladding is another one that we’ve started buying in
volume to minimise that price, and that other members have
trouble carrying stock. One member, in particular, has asked
me about this. He said a builder has come to him with a product request before, and
he’s actually had to say,
“we don’t do that”. After
I brought him through
for a walkthrough here,
and he has seen the
cladding is available,
he’s making money off
of that. He’s gone back
to his builder and said,
“Hey, I can get that for
you now”.
While it is certainly correct to see the
Sunshine DC as being
inline with IHG’s warehouse-based, hub-andhnn.bz

Toyota forklifts at Eagle Farm. On the
left is a normal forklift, and on the right
is a side-loader. The side-loader makes
maneuvering in tight spaces easier and
faster.

spoke model, there is another logistical model at work here
as well. In a “traditional” hub-and-spoke, the Sunshine DC
would act as a sub-hub to the major DC centres of IHG on the
east coast, based in Victoria and Queensland.
While the DC may from time to time fulfil that function,
it is really adding a new, highly regional logistics layer over
the Sunshine Coast. It’s based on a clear understanding of
the products needed locally, and it is being built up based on
established demand in that specific region.
As Jason told us:
Our first priority was doing what we knew we did well, and
working out how to bolt on the other parts. The redistribution
hub and spoke, how to get things to work properly, was very
important. That is why we’re working with individual members
one at a time, and then building it up as it goes.
Particularly, I’m working with members at the moment to find
out what other products they are having trouble getting access
to. They might not necessarily be products that we regularly
use for the building market. And there’s more than a few products that unless you buy a reasonable volume, you can’t get
the “break packs”.
We will get phone calls, “Hey, I’m having trouble with this. Can
you help me out?” Well, okay. There’s the next step in building
up the facility.
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Jason is careful to make sure that growth is gradual, and
follows the capabilities Sunshine has available.
At the end of the day, we’re all in a very simple business. You
keep a product. I buy it. That is the business we’re in. We expect that from our suppliers, to be able to do that successfully,
and that’s why we work with them. We would expect that the
members we’re dealing with would want the same from us.
That increased demand means that Sunshine has been
able to begin to stock more marginal items as well. As Jason
explains it:
There’s some products that we haven’t stocked in the past.
There was not enough
demand for them, so we
have used third parties
to get a hold of small
quantities. But what
we’ve been able to do is
actually bring some of
that in-house as well, by
supplying other members.

DC operations
Adding a DC in
Brisbane has enabled
Sunshine to make its
operations much more
efficient. As Jason explains it:
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Sunshine Mitre 10 stocks only treated
timber, where that is a building requirement.

We knew that we had some fairly intensive freight costs to get
product into Brisbane, so we had been looking at options, but
had nothing concrete. When [the Campbells space] came up,
it was a great opportunity to fill that need.

Basically, what we’re paying in rent is offset heavily by the
cost of the trucks driving an hour each way between Sunshine
Coast and Brisbane. The old way, I could load a truck up on
the Sunshine Coast, I put a full load on it, send it into Brisbane,
and I may get one run per day, or I may get a second small run
as well
That same truck could have done three runs on the Sunshine
Coast in the same time. So it came down to not only what it
was costing us to run the trucks down, but also what we were
not able to do on the Coast. And we wanted to maintain the
high level of service on the Coast. It’s effectively allowed us to
free up one whole truck, basically.

In terms of cost, it’s roughly 80 bucks an hour running costs
for a truck across a 40 week, a 48 hour week for a single truck,
so $3800 plus each week.
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Jason was also aware from the beginning that the DC in
Brisbane really needed to work like a DC, and not a warehouse facility.
A typical wholesale site probably wouldn’t have the racking
we have here. It would be just bulk stacks from one end to the
other. But that becomes completely impractical for pulling
job lots, and your risk of damage is far higher. Really, the DC
evolved on the model we already had with a lot of our existing
supply lines.
In fact, the DC needed to be something that was quite different from common practice 15 or more years ago. That’s because better overall supply levels and logistics from suppliers
may have reduced the need to store as much in bulk, but just
as the need for that kind of depth has been reduced, there’s
been a sharp expansion in the breadth of ranges required. As
Jason explained:
The industry now, you have to keep so much product compared to 15 to 20 years
ago. I was in wholesale
years ago. So selling
pack lots of product
into merchants was
commonplace. Packs of
plywood particularly is
probably a good example. Nowadays, to keep
a full range of plywood
in pack lots, you’re literally talking about two
whole bays just to keep
non-structural C-D.
Large orders, in fact,
seldom cause that many
problems.
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Stacks of “green-tongued” particle-board
flooring waiting to be on-shipped. This
is manufactured at the Laminex facility
located in Gympie, Queensland. For
Sunshine Mitre 10 this is replacing the
“blue-tongued” flooring manufactured
by Borg in New South Wales. Jason cites
occasional difficulties with supply as one
reason for the shift.

If someone wants a big volume, it doesn’t tend to be someone walking into a shop going, “Oh, I forgot and I need a
hundred sheets, today.” You normally have the timeframe to
account for those big orders.

This has caused Sunshine to shift its DC strategy to emphasise range.
We found, as a business, keeping a smaller volume of a larger
range has actually worked a lot better. Because we have a couple of different sized sites, with smaller volumes, and all the
supply lines we work with in conjunction with Mitre 10, it’s not
based on buying everything by the semi-trailer load.
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Buying in smaller volumes does have cost consequences,
but it is clear to Jason that it is, at the very least, a break-even
deal when you account for all the costs involved.
You know what, we’re going to buy in these smaller quantities.
Wholesalers put a surcharge on that. I’m actually happy to pay
that surcharge, because it saves me in the cost of stock on
hand.
Take your non-structural C-D plywood [bonded with urea
formaldehyde resin] — which is the most common — as an
example. Nowadays, I buy 12 or more by the pack, but every
other store, depending on its size will buy probably five, 10 or
20 sheets at a time. What we do allows you to then have racks
that are spaced that far apart. So, instead of getting four packs
in a bay, you now get about eight different items in a bay. And
you’ve got more of them at hand height for pulling off the
shelf.
The classic example of how to stock to match market needs
is provided by mouldings.
In the old days of buying timber quad [for example], you
bought by the pack. But a pack of timber quad had 2500
pieces, and even the best merchants would take years to clear
that pack.
Nowadays, we buy 30 or 40 at a time. We’re buying our supplies regularly. We’re just buying enough to top it up. It makes
a big difference to your stock holding, your overall stock
level, as well as keeping the stock clean, consistently turning
over. You’re not pulling out
a piece of timber that you
have had sitting there for
three years. Pretty much
everything we’ve got here in
the DC is recent.
While it shows up clearly
in mouldings, it’s a type of
thinking that Jason applies
to the entire range of products in the DC.
When you’re looking at the
product, you’re asking: What
does it cost us? What’s the
market sell? What volume do
I go through?
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Light-weight insulation gets racked at the
top, as it is easy to pull down. Bulky products such as this are difficult for smaller
stores to stock, and Sunshine Mitre 10
makes this availab le as a resource to
stores in IHG outside its own stores.

If you’ve got pressures on cost and sell, you need to buy at
the best rate, which means you might have to buy bigger volumes. With mouldings, about 80% of mouldings sales is tied
up in six sizes. So, buy those by the pack, don’t worry about
the others. The ones that a builder or wholesale customer
comes back and says, “You’re too dear,” are the six top lines.
It’s not the other 50 lines, which are required less often.

This flows through to how mouldings are presented in the
stores. As Darren explains the stock display in Sunshine’s
Gympie store:
We dual stock all the popular mouldings. The stuff that they
use every day for door jambs — that sort stuff — is all “doubles”,
stocked inside the retail store as well as stocked outside in the
trade bulk area. The guys pull the orders, get deliveries from
outside — there’s no need to go inside. The only stuff that we
single stock is the sort of weird stuff that maybe gets used
once a week. Everything else is dual stocks.
We also don’t want our retail customers mixing with our forklifts. That would be a real “no no” in our business.
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It’s also important, Jason points out, to account for labour
costs when looking at how products are received and stocked,
including at the stores themselves. The example he uses to
illustrate the point is rougher header timber.
With some construction products, like rougher header timber,
we recognised we would bring a pack in, guys would put it in
the pigeon holes. As they’re putting in the pigeon holes, the
guys are pulling it out, packing and sending them along on a
truck.
Hold on a sec! Stop. Put some in the rack, leave them there.
All the rest out the back, put them in job lots, already packed,
already stacked and ready to go. Getting them in, yes, we pay
a surcharge, but it’s actually cheaper than the labour for racking and re-racking.
I think that’s where probably not enough players in the market
recognise their cost of doing business and actually account
for that as part of their
model. If you’re prepared to pay — and in
that particular case,
I’m prepared to pay
a little bit more for
the product, for how
I need it. That means
that I’ve got to have
my cost based on
that, not down here at
the pack rate.
We have a higher
cost, which means we
make a lower frontend margin to be
competitive, but we’re
prepared to underhnn.bz

Sunshine Mitre 10 Gympie provides a lot
of space for logistics operations, as well
as room for expansion.

stand that that’s the trade-off. The alternative is having another
employee doing nothing but putting rougher header timber
on the racks, and then just refilling them as quickly. Plus, the
store is going to be cluttered up while they’re doing it.

What we are really seeing here on the part of Sunshine
itself, but also the more experienced customers, is a greater
awareness of total cost accounting for business expenses.
There are also some parts of this approach that incorporate
aspects of “lean process”, and the “Toyota Production System”. The man who popularised these Japanese systems of
production in the West, Shigeo Shingo, was often quoted as
saying “only the last turn of the bolt tightens it; the rest is
only movement”. Waste often comes from an absence of “fit”,
in other words. Repeated actions needed as a consequence of
poor fit are the essence of much waste. What Jason describes
in his work is very much about achieving fit.
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It’s probably fitting to take as the final example of this
approach the Toyota forklifts that Sunshine uses throughout
its operations, but especially at its DC. For Jason, while the
forklifts themselves are great, what matters just as much is
the attention and care that Toyota gives to their management
and deployment.
The Toyota forklifts work very, very well. We’re pretty much
entirely with Toyota now across the network, and their fleet
management. Our sites change over time, roles change, and
requirements change. Where we may need two fork lifts one
day, maybe in six months, maybe we need three, maybe we
need one.
With Toyota, we can go to them and say, “Okay, well, we no
longer need this forklift but we need another forklift here later
on”, and they will help set that up.
For example, here at the DC, we’ve actually just received
these when we first set up. They gave us two temporary units
to use, just some of their “for hire” ones. Then they get our
specifications, and they import the new forklifts all ready to go.
You’ve got so many
variables with forklifts.
The lengths of the
tines are a big one,
depending on your
site. If you are on a
site with steel mesh,
you need longer tines
than you need at
another site.
A store that is predominantly just
hardware needs nice
short tines, whereas
a timber yard needs
bigger, wider tines.
Scales, where we’re
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The facilities at Kunda Park offer subtantial logistics capacity.

loading trucks, you need to make sure there are scales on the
forklift, so that we can make sure that’s all been done right. The
side-loader is something we don’t heavily use in the network
but with the DC, particularly with the narrow aisles, that was a
requirement.

Regionality
While the two advantages listed above are considerable,
what really elevates Sunshine Mitre 10 — and the concept
of the hub store itself — to another level of importance in a
changed environment for iHHIR is its ability to respond fully
to regional variations and opportunities.
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Take something common that doesn’t look like much of
a problem, such as everybody’s decking favourite, Merbau.
You would think that product is universal — but not so in
Queensland.
Prime example, Merbau decking, should not have sapwood
on it in Queensland. There is a particular borer in Queensland
that will not only eat the sapwood, but it will come out and
then it’ll eat even more of the wood. In Queensland, if we’re
buying from a Queensland wholesaler, this has to be sap-free.
If you buy this off a Queensland wholesaler, he will be buying
it from Southeast Asia as a sap-free product. If you are a business importing through Melbourne, you’re bringing it through
inclusive of sap and shipping it up to Queensland. Obviously,
that’s going to create problems.
It’s not just that some suppliers are a little “dodgy”, Jason
says, often it is purely a lack of regional knowledge.
That’s the thing that is missing. It’s something that most people don’t recognise and without the product knowledge, you
don’t understand its existence.
I think that is one of the things I do find. Every state likes to say
they’re different, but Queensland is very different.
Even inside IHG, which is aware of many regional differences, there can be times where the unique situation of
Queensland is not fully recognised.
National deals get done for 10mm post supports. You cannot
use a 10mm post support in Queensland. You
have to use 12mm to tie
down. But those things
get missed on a national
scale.
For example, Jason
points out that in New
South Wales and Victoria,
the 100mm or 110mm by
10mm post support is the
biggest seller. Queensland
requires at least 12mm,
and the length is usually
130mm.
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Jason in the loading area outside of the
Eagle Farm facility.

In some cases, though, Queensland has really identified
what can become national trends, and Jason works to keep
Sunshine at the forefront of those trends when they get
started in Queensland. Two examples he cites are the move to
stock only treated framing, and the replacement of zinc-coated bolts with galvanised bolts.
Moving all the mouldings to primed pine, we were the first
ones in Queensland to actually change all of our product overnight. Let’s move on to the primed product, we thought. This is
where the market’s gone to, this is the solution to it. Let’s be at
the forefront of it and get on to it.
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With the bolts, the difference between galvanised and
zinc-plated is just as important. Both protective coatings rely
on zinc, but galvanised involves dipping the metal into a bath
of molten zinc, while the plating process is chemical-based.
Galvanising leaves a coating about 50 microns thick, ensuring
long-lasting protection, while the coating left by plating is
only three microns thick. The zinc-coated bolts do look better,
however.
Regionally, a lot of stores still keep zinc bolts, and they do it
because it’s 10% cheaper than the galvanised bolt. What many
don’t realise is a builder can’t use zinc-coated. He has to use a
galvanised bolt, according to building legislation.
Some stores think, “Well, here’s my bolt offer, it looks beautiful. It’s nice and bright and shiny.” The builders come in and
go, “Well, it’s all Imperial-sized, and I can’t use it because none
of it is galvanised. I’ll have to go and buy product elsewhere.”
We’ve culled zinc-coated bolts from the business. What value
are they? None, really. You can still get them in little snap
packs for someone who is after an imperial bolt. Chances are,
it’s for machinery and they’re only after one or two.
That comes down, once again, to product range. The things
that you need. You can’t keep everything in volume.
Outside of issues of building to the tough conditions in
Queensland, there are also regional issues that relate to
supply of the northern state from the manufacturing bases
in southern states, as well as competing with the strong demand engines in Victoria and New South Wales for stock.
The example Jason uses to illustrate this situation is particle board flooring. Sunshine Mitre 10 has been transitioning from the STRUCTAflor product, now produced by Borg
Manufacturing, to the Laminex product instead. According
to Jason, Borg took over making STRUCTAflor from Carters,
and set about boosting the productive capacity of its MDF
plant in Oberon, New South Wales. Oberon is located about
180km west of Sydney — and over 1000km south of Brisbane.
Sunshine has been a long-term supporter of STRUCTAflor,
but the high level of popularity the product enjoys has created problems, in Jason’s opinion, of supply in some areas of
Queensland:
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Logistically from Oberon [getting product] up here’s a problem. When things get tight, and it’s happened in the years
when the [housing] market gets booming, Queensland doesn’t
get [as much as we need].
The new Borg plant at Oberon was supposed to be able to
produce everything needed in Australia. But we’ve been facing lead times of up to two weeks for something that we want
to have in a few days.

As a result, to limit the supply risk, Sunshine has now
moved to supporting the competing Laminex product instead.
It’s unfortunate. I’ve been wanting Borg’s to work out, and in
the past we’ve been strong STRUCTAflor supporters.
The reason that Laminex has proven to be a good candidate to replace Borg for Sunshine is that the company has
taken over the particle board manufacturing plant in Gympie, right in the heart of the area where Sunshine operates.
Logistically, and also from Laminex’s point of view, now that
they have the Queensland production, they needed a good
solid customer base to put it through. For us, we go through
some pretty good volume, and their mill is right in the heart of
our business network. It was a good fit for us to get on board
with them.
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At this point, the regional focus of Sunshine can be seen to
reach a new level. The urban economist Jane Jacobs saw the
development of regional economies as being largely based on
what she termed “import replacement”. As these economies
grow and stabilise, they move to producing locally goods that were previously imported from other, external
regions.
In this story of Sunshine moving
from products produced in regional
New South Wales, to locally produced
products, we can see that mechanism
at work. What it highlights is how
important the logistics part of the
development environment has become in fostering this kind of valuable
economic activity.
This also highlights the increasing competitiveness of the supplier
market. As demand continues to grow,
hardware retailers are seeing more
choice in the market evolve, and that
increases the value of logistics as well.
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The Expo is held at the Twin Waters
resort on the Sunshine Coast, north of
Maroochydore. The top images shows
the conference facility from the outside.
Bottom shows part of the facility from the
inside the “tool area”.

The Expo
Alongside logistics, marketing has
also had a big role to play in Sunshine’s
success. The annual Sunshine Expo
is part of that marketing. While it is a
story that is perhaps best told in pictures, it is worth looking at the history
and development of the event, and the
place the Expo plays in the Sunshine
network.
Holding an actual event where
customers can talk directly to suppliers is not unique to Sunshine, but this
event is one of the largest of its kind in
Australia. It is so well staged and run,
however, that it is an event that organisers of other tradeshows and conferences could definitely learn from. This
event manages to meet its basic mission
requirements, while also being really
enjoyable and exciting for attendees.
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The open bar obviously helps, as
does the constant supply of food at the
buffet (including an endless stream of
hot chips), but it is also the setting. The
Expo is held in a trade pavilion at the
Twin Waters resort on the Sunshine
Coast. The event begins in the afternoon, and goes on into the night. While
there are a lot of tradies and builders,
HNN would estimate something like
20% of the attendance is from whole
families, including children, who run
around in the outdoor areas having a
good time.
The development of the event comes
out of a long and varied history. Darren has been responsible for staging
so many of these events that he has
analysed what’s needed, making sure
the Expo evolves to suit the needs of
both Sunshine itself and the markets it
services.
The Expo was a lively event, which achieved a level of
attendance that was high, but not crowded — most of
the time. Running from 4pm to 8pm, it not only provided an opportunity for suppliers to have direct contact
with a wide demographic of the people who used their
products, but also enabled networking between tradies
and builders.
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The expo has been running for about 20 years. It was born for
a different organisation. Back then we had two companies that
formed Sunshine, and it continued to develop after that.

The event started out being held at Noosa Lakes Resort.
Darren says it was something quite small initially.
Keep in mind that when we first started doing it, we had just
three stores. We used to get maybe 300 to 400 people and
maybe 30 suppliers. A lot of them would have these tiny, little
stands. It functioned for a while, it was tight and cozy.
It’s become more about suppliers showcasing [their products]. Obviously from our point of view, it’s sales, sales, sales
but you’re free to turn up, have something to eat, have a look
around and just get the latest information from suppliers.
You’re not obliged to actually purchase anything, so for us, we
have to make it attractive so they do want to buy something
and get caught up in the mood of the event.
We can’t do it without our suppliers and partners. To turn up
and see all the major brands represented in the one place is
just magic for our customers.
It’s getting a little bit harder these days. We always had this
philosophy where you need to “buy it tonight” because you
couldn’t get it cheaper tomorrow. That’s almost a bit tongue in
cheek these days with the way margins are.
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While sales is not the only benefit of the event, it still plays
a significant part, as Travis explains:
We do about $500,000 to
$600,000 in sales, in just three or
four hours — so that’s not bad! For
the customer, they get a feel for the
scale of our business. It’s one of
the largest trade shows nationally.
Darren and Kathy [Williams], our
HR/marketing manager, they pull it
all together. It’s a big event for us.
Our big suppliers like James
Hardie sell a lot. All the power tool
guys, they’re always very busy. We’ll
have subbies coming in looking for
a new power tool, so they’ll be on
the lookout for special pricing. We
want red hot deals from the suppliers to make it attractive for our
customers to turn up.
We’ve got guys flying in from our
stores up North. We’ve got a bus
load coming from Ipswich and Brisbane, from up west as well. It’s great
for them to get a feel for it. A lot of
our customers are used to dealing
with just the one store. When they
come here, they see the scale of the
Sunshine business.
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One of the major draws of the evening
were the prize draws. Attendees received
raffle tickets based on the amount they
spent on goods purchased.

While there is a very commercial aspect, what dominates
the Expo is a sense of real goodwill for the Sunshine customers. The suppliers work hard to provide direct interaction
with customers. For many of the tradies and builders, the
Expo is their one chance to go hands-on with some of the
latest technologies.
Darren sees suppliers continuously improving their participation:
I can also see the pressure on supplies over the last few years
and they have really ramped up their displays. You always have
the guys who turn up with one table and just a pull up banner.
But each year there’s more pressure, because other guys are
stepping up to really make the Expo a showcase event. It’s
really been developing over the last ten years to some of them
doing something pretty special these days in terms of stands.
Travis injects a bit of a safety note into this:
There’s a lot of hands-on things, there’s a lot of stuff inside,
there’s a lot of interaction — but you’ve got to be careful with
guys handling alcohol and handling power tools! It’s just great
for customers to see the latest products, get some deals and
see suppliers.
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Two of the most crucial elements to having the event work
are timing and the event space itself. The event starts at 4pm,
and nominally runs through to 8pm (though there is some
after-eight socialising that goes on as well). Darren explains
the reasons behind the timing:
The reason [for the timing] is we do capture probably 80 odd
people that will turn up in their workclothes at 4pm. So they’ll
come straight from work, they’ll look around and they are
probably gone by 5.30pm. And then the crowd rolls over.
So from 5pm, we start to have the buses arrive. People have
gone home, had showers and are coming out for the night.
Coming for the prize draws, for the activities.
It’s always been that time, it’s always worked for us. It’s not
too short, it’s not too long. Every year, we look at other things
we could do. We put in such an effort. It’s only for four hours,
should we do more or we do less? For now, it is what it is. It’s
still working after all these years.
The event really changed up a gear after Sunshine was
created, and they realised they needed a full resort to host
it. It’s another “have a go” move by
Sunshine, as Darren explains it:
Twin Waters [the current venue] is
very expensive compared to Noosa.
So the year we moved, which I think
was probably Travis’ first year with
us, we really had to sit down and restructure what we do. If things cost
more to put it on...suppliers have
to put in a bigger effort to put it on.
So we restructured everything and
haven’t looked back.
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Some suppliers made a considerable
investment in their stands.

This year is the first year the convention centre is open, so
there is twice as much room. So we’re going to have a crack at
setting up two rooms instead of one.

While Darren is casual about all the organisation and effort required, it’s evident throughout the event that there is a
great mixture of fun, socialising and serious sales, mixed with
a behind-the-scenes organisation that is almost military in its
precision.
We take our own forklifts, our own rubbish bins. We are very
self-sufficient. We turn up, we unload all these trucks, the forklifts come off, the rubbish bins come off, and supplier trucks
start turning up from a certain time to drop off stands.
At the end, we pack up exactly the same way. The last to go
are the forklifts and the bins, and we walk away and we’re
done by noon Friday.
Attending the event, what HNN noticed most was the interaction between the customers themselves. It’s a pleasant,
relaxed social occasion that competitors such as Bunnings
would struggle to create.

Analysis
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Most analysts see the future of Australia’s HHIR sector
continuing its current structure. In that structure, the market is split into two segments. On one hand there is the colossus Bunnings with its main focus on retail consumers, and
on the other hand, smaller independent retailers, with their
main focus on trade consumers
As of June 2018, there were 5324 hardware retailers outside
of Bunnings. Of these, 96% employed fewer than 20 full-time
equivalent (FTE) employees. Around 85% — over 4500 businesses — employed fewer than five employees. Some 76% of
all those hardware businesses had turnover of less than $2
million a year, and 27% had turnover of under $50,000 a year.
Bunnings has 375 stores, annual
turnover of $13.2 billion, and earnings before interest and taxation
(EBIT) of $1.63 billion. If Bunnings
operated in the US market, it would
be the fifth largest home improvement retailer. For context, the US
population is 13.5 times that of
Australia.
Given those market conditions,
it is somewhat amazing that the
iHHIR sector has done so well in
holding its own against Bunnings.
There have not been — as some
analysts once predicted — large
numbers of iHHIR stores leaving
the sector. In fact, from June 2016 to
June 2018, there was a loss of only
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Chart 8. Smaller retailers are more
likely to exit the industry.

2% of iHHIR businesses. Chart 8 illustrates those losses and
gains. It shows that smaller businesses by turnover went
through more negative changes than larger businesses.
What is behind this extraordinary story of survival? Basically, it is a lot of hard work. It’s been mostly hard work by
hardware retailers themselves, but they’ve been backed up by
the hard work of Australia’s hardware buying groups.
Metcash’s IHG, HBT, and National Building Suppliers
Group (Natbuild) — along with many smaller groups — have
done an amazing job of building relationships with suppliers
to keep the iHHIR sector price-competitive with Bunnings.
It is also the case that hardware and home improvement
have been strong categories. In many other retail categories, the question of the future is largely one of markets and
suppliers. Home improvement, by contrast, has a market that
is virtually guaranteed to grow along a shallow exponential
curve through to 2025. It also benefits from a highly competitive supply market, driven by technology and the global
expansion of companies.
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While these positives have boosted the iHHIR sector
through the past decade, it’s doubtful that will be enough to
continue growth over the next five years. That is because, in
part, during 2019 Bunnings reached a new point in its development. This includes efforts such as MarketLink, its expansion into trade, and increased consumer marketing activities.
It’s likely these will lead to an accelerated rate of expansion.
How can the iHHIR sector fight back against that looming
challenge? The simple answer to that, is through innovation
that increases productivity and market share.
It is simple, but it is also very difficult. The reason why
the industry has yet to go down that path is that there are
considerable obstacles to overcome. The two major, interrelated obstacles are: a lack of finance
for retail businesses seeking to
implement innovation, and retail
businesses constrained by size from
risking innovation.

The failure of finance
When we look at economics and
statistics, the place where innovation shows up — since the 2000s
— is in productivity measures. Yet
modern economics today is haunted
by one productivity phenomenon
that has economists a little puzzled.
It seems that many market sectors
have developed, over the past two
decades, a wide gap between the
most productive and the least productive firms that operate in them.
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Chart 9 shows the extent of productivity
diffusion for different sized retail businesses in Australia. While micro-businesses (those with less than four employees) have improved their productivity,
they still trail larger businesses by a
considerable margin. That’s important
for hardware retail, as micro-businesses
make up the make up the majority of
retailers in the sector.

Economists use the term “productivity dispersion” to refer
to this kind of gap. It is a situation where productivity is
widely dispersed, spread out, rather than being in a narrow
range around a mean value.
In classic market economic theory this should not be happening. Instead, more productive firms should push out less
productive firms from a market, resulting in an overall lift in
productivity, as the firms converge around the mean. That
isn’t happening as much as it should, especially across the
retail sector in Australia.
The Australian Treasury released a paper in February 2019
that set out to document and investigate some aspects of
productivity dispersion, entitled “Measuring Productivity
Dispersion in Selected Australian Industries”. One of its key
findings is that the highest level
of dispersion is in the wholesale
and retail industries.
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Chart 9 shows a graph from
the paper that illustrates productivity dispersion as it relates
to firm size for retail in Australia. The measure of dispersion is
the multiple between the most
productive firms and the least
productive firms — so, a rating
of 4.0 would indicate that the
most productive firms were four
times more productive than the
least productive firms.
What Chart 9 illustrates is
that for micro businesses —
those employing four or fewer
FTE employees — productivity
dispersion reduced markedly
between FY2005 and FY2010,
and continued to fall afterwards.
However, it still remains high
relative to larger firms.
Micro firms make up about
45% of the hardware retail industry, in terms of the number
of businesses. This chart accurately describes much of what
has been happening for independent retailers: their businesses
have improved, but not to a level
where they can compete with
larger firms.
What is behind the dispersal of
productivity — the gaps — and
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Top, Chart 10, and bottom, Chart 11.
These RBA graphs shows that there has
been a steep proportional decline in
overall business investment, and that
while overall lending by banks has
increased, larger businesses have benefitted far more than smaller businesses.

therefore also the limits on development and adoption of
innovation in the retail sector?
One of the prime candidates would have to be the difficulty small business owners, and especially retailers, have
in obtaining finance, both as bank loans and through equity
funding, to develop and adopt innovations.
Charts 10 and 11 indicate this problem. These are both from
the October 2019 statistics provided by the Reserve Bank of
Australia (RBA). Chart 3 shows the level of business investment in Australia, and Chart 4 contrasts lending to large businesses
and small businesses.
What this shows is, first of all,
a continuing steep fall in overall
business investment measured as
percent of gross domestic product
(GDP). This has gone back to 1994
levels in 2019. That is coupled with
bank lending accelerating for large
businesses, but remaining essentially static for small businesses since
2012.
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In its most recent quarterly
Statement on Monetary Policy,
released in November 2019, the RBA
acknowledged the ongoing problem
of bank lending to small businesses:
Lending to small businesses has
been unchanged over the past year
or so. Small businesses have reported in surveys that their access to
finance has become more difficult
over this period. This is consistent
with liaison, in which banks reiterated that their appetite to lend to small
businesses has not changed.
However, they appear to be applying the more onerous responsible
lending rules required for consumer lending to some small business
lending. Banks note that the additional verification of income and
expenses now required for housing
lending has been extended to many
small businesses, particularly where
there is no clear separation of personal and business finances.
In particular, it has become increasingly difficult for small business owners to provide the evidence required
by banks that they can service a loan,
as their income tends to be volatile.
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Top, Chart 12, shows that smaller firms feel
more constrained by finance than larger
firms.
Bottom, Chart 13 shows that retail is below
averaged when it comes to seeking finance.

It’s interesting that no real rationale is provided to justify
applying the tighter standards that the Australian Prudential Regulatory Authority (APRA) had imposed on banks for
home loans onto small business loans.
One statistic to hold firmly in mind when looking at bank
financing of small business in Australia, is that small business is responsible for over 40% of total employment, but receives less than 30% of all bank lending to businesses. That’s
an especially troublesome ratio, given that larger business
has access to a much wider range of funding types than small
business, which relies principally on bank loans.
That mismatch is also a clear indicator that, whatever the
rationale offered by the banks, there is an unfair bias against
lending to small business. The metrics used for assessment
are not accurate. Small business is penalised not for being
financially insecure, but for having business models that are
different from larger businesses.
Drilling down further, Chart 12 shows that micro-businesses seek financing less often than larger firms, but also are
more likely to conceive of lack of funds as a barrier to innovation. Of course, banks aren’t the only source of funding, but
Chart 13 shows that even on a combined basis, retail overall
is below average when it comes to
seeking funding.
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This would indicate a high level
of discouragement. It’s likely that
a large number of small business
engage in efforts to obtain funding
that do not even make it to the
application stage.
The seemingly inevitable result
of this is shown in Chart 14, which
indicates the position of retail
when it comes to introducing new
or improved products and services.
Only around 12% of those retail
firms that are already interested
in innovation manage to introduce
improved goods and services. Retail
is the second lowest of 15 categories
— by a considerable margin — with
only construction doing worse.
There is certainly a case to be
made that in order to improve retail
businesses, and especially hardware retail businesses, more needs
to be done to make funding available. Australia’s banking industry
is both somewhat protected from
competition, and (theoretically)
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Chat 14 shows that retail trails every industry except construction when it comes
to introducing new products or services.

quite regulated, so it is a bit of a mystery as to why banks
have not been both incentivised and mandated to increase
lending in this area.

Critical size
There is something of a Catch-22 when it comes to seeking
finance. Most small businesses do this in order to grow into
larger businesses, and often their loan and equity funding
efforts are unsuccessful because of their small size. (As an old
Swiss saying goes, “when it rains, the banks take away your
umbrellas”.)
When it comes to growth, however, there is something of
an alternative, which is illustrated by Sunshine Mitre 10 — in
fact, it illustrates how beneficial a number of different factors
can be when they come together.
The first step towards Sunshine’s growth was the amalgamation of two companies, one long-established, and the other
a newer company with many very good ideas. Once they had
put the companies together and formed Sunshine, they were
then in a position to attract equity funding from Metcash
itself. That combination — a broad based network of stores
and funds available for development — set the company up
to get its management processes in place, and then enter into
a prolonged period of innovation.
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That innovation didn’t just survive the opening of several
Bunnings warehouses in the area, it actually contributed
strongly to Sunshine’s ability to, if not “shrug off” the threat
to its markets, at least rapidly find ways to work out around
Bunnings.
At HNN we believe that what Sunshine means for the industry is even more significant than that. If we look at some
of the innovations we delved into above, from Christmas
promotions, to store-in-store pop-up shops, and, of course,
the really innovative Kawana pickup store, it’s evident these
are very “pure” innovations, in the sense that they could be
adopted more widely by the industry.
Effectively what that means is that Sunshine acts as a kind
of “innovation engine” for the industry, a research and development business that generates real-world, useful innovations.
Sunshine has also acted as a hub network, by providing
services to adjacent hardware retailers that are not a part of
Sunshine. This has benefited those retailers greatly, but Sunshine has benefited as well.
What this suggests is what could be an emerging structure
in the iHHIR sector. It is not made up of a massive amalgamation of smaller retailers into increasingly larger regional networks of stores. Rather, it would be made up of an increased
number of such hub networks, with a looser, semi-affiliated
network of retailers in the regions adjacent to them.
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This kind of structure would be more capable of innovating, and developing more advanced operations. Just as rebar
in concrete enables it to survive forms of tension as well as
compression, so these hub networks, embedded in the mass
of smaller retail operations, could add an extra layer of development and resilience to the industry.
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Based on Sunshine, and some other research, there is a
particular type of business environment that is ideal for the
establishment of hub networks for the iHHIR sector in Australia. To list the conditions that can help:
• Multi-store business, with a minimum of five stores, potentially formed by the amalgamation of several previous standalone retailers
• Strong regional presence, in a region that represents a clearly
defined market
• Located in a growth area for residential and commercial construction
• Strong secondary market from renovations and new home
owners
• One store that either is already functioning as a logistics centre, or which can be converted into one (i.e., has yard space for
material handling)
• Opportunities to add additional speciality stores in growth
areas within the region
• A network of other, non-competitive hardware stores adjacent to the core network of stores
• The region should be peri-urban or ex-urban in terms of demographics
At first glance, it is evident that IHG has already progressed down this path of development. Sunshine might
be the most complete example, but other regional store
networks show similar characteristics. But this is a mode of
business development that would equally suit other buying
groups, such as HBT and Natbuild.
The iHHIR sector has always vested much of its value in
its ability to service communities, as well as customers. But
it also possesses a great sense of its own community. That
reservoir of value has remained, for several decades, if not
untapped, then somewhat under-utilised. Hub networks are
one way to turn that capacity into a considerable competitive
force.
And that is something that the iHHIR sector needs today,
more than ever.
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SUNSHINE EXPO
T

INTERACTIVE MARKETING

wenty years ago when the Expo began
at a small location in Noosa, it’s likely its
goals were easy to state. Sunshine needed to
boost its profile, and consolidate relations
with both suppliers and the tradies, subbies
and builders that made up its trade clientele.
It’s likely, though, that today the goals
have shifted somewhat. There is certainly a
festive element to the Expo, marked by the
event taking place near the end of July, just
before the end-of-year construction rush
takes place.
Yet one of the most striking things about
the Expo was the extent of pure information that was made available. Not that this
is all that surprising. Where once the product range the trades used was fairly simple,
we’ve seen more sophisticated technology
enter the market, but the provision of information has not really kept up.
Consider for example smarthome technologies. HNN was really impressed by the
interactive product displays some suppliers
had available, and at the level of explanation
available from Assa Abloy, HPM and Quell.
Looking at power tools, Bosch faces a task
that the industry vitally needs, as it rolls out
dust protection equipment — benefitting
from its exposure to the US and European
markets which have higher standards than
Australia. As Bosch told HNN, we need to
think of silicone dust as the new asbestos.
You can add to that the changing styles of
tapware, ageing-in-place products, advances
in cordless OPE, laser levels, and chemically-based products such as adhesives.

Above, scenes from an
exhibition. Below. the
big prize of $10,000
about to be awarded.

As Joel Zagami, a market manager with
Cement Australia, explains:
Up until now, we’ve just had a static stand
where we stood around, we’ve given out
pencils, and we’ve given out stubbie coolers
and product information.
But, just like most other suppliers in
hardware, Cement Australia has been busy
making new products:
We’ve got a lot of new products, we’ve
rebranded our dried sand, we’ve got a new
Rapidset product coming out.
They needed something more. So they
hit on the idea of doing a live, interactive
demonstration of the products. Cement
Australia set up a series of brick cubes, with
pipes running through them, right in their
stand, with which trades could interact
directly.
What the guys will do is mix up this product. They’ll actually chase the pipes, fill it
with rapid set mortar. And then they can
come up with our render and render over the
top of it.
The goal they achieved is direct interaction
with their customers, achieving customer
“pull through”, where interaction leads to a
purchase.
Next week, these guys that need it, go to
the store, and this kind of event will hopefully help to pull the product through to the
end user. They’ll have seen people using it today. Rather than just hoping that they walk
past the stand and then go and buy it
[Sunshine Expo] was ideal to basically
demonstrate this year to the public. SunCement Australia
shine are going to get over 1000 attendees.
We don’t know how it is going to go. But I
While it is tempting to see this kind of
mean, out of all the trade events, this defiinformation provision as being all about
nitely has the biggest audience. So it is going
the tech, that’s not necessarily the case. A
to be the biggest chance of success.
company such as Cement Australia might
As it turned out, the stand attracted a lot
not seem the most likely candidate for an
interactive stand, but in fact their stand was of attention and participants, and it ended
up receiving the award for the best stand.
by far the most interactive at the event.

hnn.bz

Above, at the Gunnersons stand, Proquip,
and Travis speaks to
the crowd. Below, HNN
publisher Betty Tanddo
at Cement Australia
stand.

SUNSHINE EXPO
James Hardie

Of all the participants in the Sunshine Expo, James
Hardie is the supplier that does the highest volume of
orders. According to Brendan Jennings, field sales manager for Queensland:
We do major business at the show every year. So that’s
why we have so many Hardie’s guys. We have eight, nine,
ten people here. And it really is to cope with the demand
because the show does attract a lot of builders. The builders bring their plans with them, just so we can price them
up. So we could sell up to $250,000 worth of product in
one night.
Every year the Expo grows. I don’t think we’ve had a
year when we’ve gone back in sales. Even if the market is
not as buoyant as it normally is, this show seems to attract
the guys that are doing the work and they come to see us,
they want to deal.
Hardie’s is often cited by builders as a favourite choice
because of the range of products they offer. Brendan also
sees the overall market growing, as the style of houses, built
to fit on compact blocks, as prices rise and urban populations increase, creates further demand:
The style of construction has changed over the years.
So it’s very much now a lightweight type of construction.

Brendan Jennings, far right.

So there are a lot of builders switching from brickwork to
cladding.
Blocks are getting smaller so they can’t fit the traditional
style houses on there. So that has really increased our sales.
I’ve been at Hardie’s 25 years. Now, I can tell you that it’s
changed dramatically from what it was before. And we sell
more product as a consequence.

Kincrome

Kincrome is constantly stepping up its game when
it comes to developing new products and effectively
marketing them.
The company’s two main products being promoted are
its power tool accessories line, and its marketing leading
Lok-On range. For example, its new 36 piece impact bit
set features computer numerically controlled (CNC) milling of the bit tips, which delivers a superior fit to alternative production methods — and they’re colour-coded.
Kincrome’s Lok-On deep impact sockets can loosen a
fastener that is as much as 85% rounded off.

Stanley Black & Decker

DeWalt continues to grow its range of tools for tradies
and construction workers. While the move to cordless
tools is ongoing, DeWalt is looking to the heavier end
of the industry, with a range of 54-volt FLEXVolt tools
that make concrete work easier. The tools include a new
concrete saw, and drills that can handle holes up to 40mm
and even 50mm.
The full range of FLEXVolt has also made its way to
Australia. This includes high-end tools that can run either
on two of the 54-volt batteries, or, with the addition of an
adapter, straight off of the mains power.
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SUNSHINE EXPO
Laminex

One of the good news stories from early 2019 was
Laminex taking over the Gympie MDF flooring factory,
saving 42 jobs in the process. As Saj Naidu, business
development manager - retail explained to HNN, it was
also a good move for Laminex:
It is great news for us. It is the same plant that used to
be owned by Carters. We’ve been able to come in and
save the plant, keep employment, and still keep the great
product that was being made there.
The key thing is, the recipe has not changed. The guys
that are making our green-tongued flooring today are the
same guys who have been making flooring in that factory
for ages.
Laminex has an extensive manufacturing hub around
Australia. We do particle board, and medium density
fibreboard [MDF]. So we’ve got a really good technical
background. We bring a lot of technical expertise when
it comes our product. Not only is it thoroughly tested for
the environment, but it complies with the wide range of
standards that are out there.
While the production plant is important, Laminex goes
beyond making the product, to offering a complete range
of services as well.

Saj Naidu, right

It’s not only the product, it’s the whole value chain around
the product that Laminex offers. Part of that is a seamless
training process. To make sure that product selection guides
have been followed.
And because we’re an old, really old Australian brand,
I think there’s a lot of authenticity that comes whenever
Laminex puts their name behind any product.

Makita

Makita took the step of bringing its promotional truck
to the Sunshine Expo event. The truck has been patrolling
the Queensland area for some time, making its way to the
Sunshine stores at Noosa and Kunda Park.
Makita reports that its seeing good sales of its various
combo kits, as well as for individual tools that work with
its cordless battery systems. Makita helps boost the sales
of the combo kits through a series of generous redemption offers. For example, tradies who purchase selected
five- and eight-piece cordless brushless kits can get a free
five amp-hour batter and a wet/dry dust extractor.

Bosch

Bosch’s approach to the Sunshine Expo is to use it as
a showcase for its technology, both to tradies and to the
staff of the Sunshine stores.
One of those products is an extensive range of dust
extractors. The company suggests that in the future work
environment hazards like silica dust will be the equivalent
of asbestos in the 1980s. Outside of that, however, the
company has also been ramping up its standard trade
cordless range, introducing its new Pro Core batteries.
Bosch claims they deliver 37% more power and have a
nearly two-fold increase in run time.
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SUNSHINE EXPO
Assa Abloy

Assa Abloy has released a number of digital security
products, but the with the ongoing development of its
Smart Home Kit, the company is tying its products into a
cohesive system. As Clem Wixted explained to HNN:
This is a digital smart home kit, which gives you full home
automation from your phone, globally. For example, if the
alarm goes off, the phone notifies you, and also provides
video of the incident.
While security is a significant feature of the Kit, its convenience is a big day-to-day selling point.
So it’s really good for when kids come home and you want
to let them in. You can literally press the button on your
phone, and let them through your door.
The Kit has a wide range of compatibility, including
Apple’s iOS devices, Android phones, Google Home, and
Amazon’s Echo/Alexa systems. In fact Assa Abloy is working
to further integrate with Amazon:
Recently in the US we are doing a trial with Amazon. Amazon is delivering to homes and accessing each home using
our system. When they’re there, the homeowner gets a
notification on their phone, and can watch the delivery man
open the door, drop the parcel and shut the door.

Clem Wixted, left

It’s not just consumers that have an interest, actual
builders do as well:
For builders it is not only a cost saving from an installation
perspective, but also it also solves their own access problems. Instead of a builder having to give each subbie a key,
they can instead provide a unique access code — which is
deleted later. And the system provides an access log.

Hyne Timber

Hyne Timber has shifted its focus over the years to
concentrate on structural framing products and glue-laminated beams, both of which are popular with Sunshine
Mitre 10 and its customers. Its product range has been
boosted by the company’s construction of a new factory in
Maryborough, Queensland. That will extend its capacity,
and help it to broaden its range of products.
One of Hyne’s success stories is its T2 Blue timber product. This is a termite-treated frame timber, which uses a
blue-dyed termite treatment. The company warranties
this product to remain termite-free for 25 years.

Bradford Insulation

One of Bradford’s up and coming products is its
EnviroSeal construction fabric. This helps prevent water
from penetrating external cladding and entering the main
frame of the house. At the same time, its characteristics
permit water, which may have entered through simple
condensation, to exit the structure as well.
It is a growing market, as houses move increasingly
away from brick construction and towards forms of cladding, moisture penetration has become a major concern.
The National Construction Code 2019 requires risks from
condensation must to be managed in all constructions.
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SUNSHINE EXPO
Quell

The Queensland Residential Tenancy Authority will
require all homes to fitted with smoke alarms that interconnect by 2022. The Chubb subsidiary Quell has brought
out a range of smoke alarms available today that will meet
that standard. David Laundry, Quell’s national consumer
manager told HNN:
These smoke alarms are state-of-the-art. No one has anything like it on the market. So it is a talking smoke alarm. It
provides a voice warning, and talks during setup as well. OK.
So when one goes off, all of them go off.
Quell has also worked hard to make the alarms very easy
to install.
You don’t need a electrician to come in to install them,
as you can do it yourself. All you do, it automatically turns
itself on when you click on the base. You put them down on
the counter. Hold the button down on one of them until it
gives two beeps, and then it automatically picks up all the
other ones and will tell you that there are four connected
-- or however many you have. And then you hold it in for two
more beeps and it will tell you “set up complete”. You can
connect up to 24 devices.
Along with these smoke alarms, Quell has also launched

David Laundry

a range of alarms with sealed lithium batteries that will last
10 years. This eliminates battery replacement for the elderly, and helps prevent tenants from taking the batteries out
of their alarms.

Bathroom Products Aust.

Bathroom Products Australia (BPA) is part of the Spanish company Roca. Roca is one of the largest manufacturers of vitreous china products in the world. Its shower
screens are coated with EnduroShield, which provides a
smoother glass surface, which means it is easier to keep
then clean and unaffected by a buildup of soap scum.
BPA is able to supply fittings such as toilet suites wich
retail from as little as $88, up to sophisticated, rimless
toilets suited for high-end installations.
Its products are backed by a seven year warranty on
parts and a 12 month warranty on labour.

Emro Products

Based in Caloundra, Queensland, Emro have been making products for over 60 years. Currently, they are focusing on products for the independent living range, which
facilitates ageing in place. It’s a market that has received
a considerable boost recently, as the National Disability
Insurance Scheme has increased the market size.
The company makes a standard range of products such
as grab rails — along with more common bathroom accessories such as towel rails. However, with its own factory,
Emro can also create custom products to suit a particular
need or bathroom design.
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SUNSHINE EXPO
EGO

EGO has established a reputation as the “go to” company
for trade quality cordless outdoor power equipment in
Australia, and it has made a serious push into the consumer space as well.
Its range of 56-volt power tools enable professionals
and homeowners to replace petrol tools. EGO has a very
different approach to these two markets, however. For the
consumer market, its approach is to provide a battery system where one battery can be used to mow the lawn, for
example, while a second battery charges. By the time the
first battery is used up, the second battery will be charged
up, and ready to go.
For professionals, EGO has launched its battery backpack. This provides the same 56 volts from a full 28 amp
hour battery. That means that tools such as hedge trimmers
get run times as long as seven hours straight. The backpack
can be linked to a wide range of EGO tools, and lifts their
performance up to that expected from petrol tools.
The EGO range is built around its specialised “Arc”
battery, which has some unique features. The battery is
constructed in an arc shape, which enables it to cool down
more quickly. With a charger fitted with its own cooling

fan, EGO batteries can be charged fresh from use, without
the need to let them cool down first.
Looking ahead, EGO has some exciting products
planned, including ride-on mowers.

Phoenix Tapware

Phoenix Tapware has been in business 30 years, and
features Australian designs for bathroom and kitchen
fittings. Two unique features of its tapware are that it
features bright pastel colours, and that detachable panels
make it easy to change and upgrade colours over the life
of the fittings. This can be done simply by the customers
themselves.
The fittings come in five standard finishes: chrome,
brushed gold, gun metal, matte black, and brushed
nickel. The brushed nickel product has the same look
as brushed stainless steel, at a lower price, and is mark
resistant.

HPM

HPM has entered the world of smarthome integrations
with its Arteor product range. This collection of smart
switches and sockets enables wireless control of lights,
appliances, blinds and shutters using a smart device.
HPM has partnered with Netatmo, a French company, to
develop this system.
The Arteor devices connect via a home’s WiFi network,
through a WiFi gateway. That gateway communicates with
the devices via ZigBee, a home automation protocol.
Arteor can also be controlled via voice, with Google
Home, Echo/Alexa, and Apple’s Siri.
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SUNSHINE EXPO
Dindas Australia

Dindas Australia offers a range of engineered wood
products, with an emphasis on floor systems. The company is as much about service provision as it is products. As
one of the company’s engineers, Robbie Andrews, says:
It’s all about service and building the relationship. We
try and make sure our plans, when we send a layout to the
guys out on site, they can read the layout. They understand
how they put the floor joists and bearers in. So it is all
about making it simplified and easy for the guys working
on the site. So it is really a manufacturing and service
company.

Intergrain

Intergrain is probably most famous for its UltraDeck
product, which usually proves to be a bestseller at the
Sunshine Expo. The reason for its success, Intergrain says,
is that it lasts and lasts, even in Queensland weather.
The company is currently promoting two products, one
indoor, one outdoor, that feature advanced slip prevention technology. Intergrain UltraFloor Slip Resistant is the
indoor product. It provides the high-gloss finish customers expect, but it cuts down on the slipperiness of the
surface, achieving a P4 rating in three coats. Intergrain
Slip Resistant Decking Oil offers similar protection.

Wattyl Paints

Wattyl Paints (owned by US-based Sherwin-Williams)
has released its I.D. Advanced range of paints. This is an
ultra premium water-based paint which features high
resistance to fungal and mould growth. It has a very low
presence of volatile organic compounds (VOCs). Wattyl
said it has high stain resistance and is easy to clean.
Wattly has also released a decking and timber oil under
its well-regarded SolarGuard exterior finishes brand. It resists weathering and wear from foot traffic. For the trades,
its offers one-hour recoat, and needs only eight hours to
dry to a finish that supports foot traffic.

Corinthian Doors

Corinthian Doors has launched a new series of doors
featuring an American white oak finish. Modern-looking,
the finish takes stain very well, revealing an attractive
grain. Combining this with Corinthian’s barn doors, is
a popular choice. These doors feature a cross brace, and
come in widths up to 1200mm. Corinthian recommends
pairing the white oak with the company’s entrance door
collection. Made from sustainable solid timber with an
American white oak veneer, the Blonde Oak Collection
provides a range of design possibilities.
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Klingspor - German manufacturers of quality
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• E-commerce and
delivery options
are the focus at
Ace Hardware

According to a special
report in the Wall
Street Journal (WSJ),
Ace Hardware plans
to spend billions to
expand its e-commerce
capabilities, including a
recently launched buyonline-deliver-fromstore service.
A number of financial
analysts question the
viability and cost of
such an effort. Each
local Ace store owner
has autonomy from
the retail cooperative’s
corporate head office,
and over half of them
– at the time the report
was published in August 2019 – have yet to
embrace the company’s
online-delivery vision.
However chief executive John Venhuizen
believes the local focus
of his company gives
it an edge over bigger
competitors such as
Home Depot which is
also spending billions
to shorten the time
it takes to reach any
home with a delivery,
no matter the size.
Mr Venhuizen spoke
to the WSJ about his
strategy. In response
to a question about
how Ace Hardware
plans to maintain
its market share in
a changing industry
against larger competitors such Home Depot

and Lowe’s, as well as
Amazon, he said:
In order for us to win,
we’ve got to wage a
battle on three fronts.
The first is service.
Having local stores
with local ownerships
who live in, work in,
and know that community better than anyone
at corporate ever will is
a huge strategic advantage to us.
The second is convenience, and what we’re
trying to do is exploit
the geographic proximity advantage we
have. Versus everyone

you just mentioned —
Home Depot, Lowe’s,
Amazon — we have
a lot more stores.
We have 5,200 stores
around the world in
more than 67 countries,
and more than 75%
of US households are
within 15 minutes of
an Ace store. We’ve got
about USD2 billion of
inventory sitting right
in the neighbourhoods.
The third is quality.
We have a fanatical
devotion to locally
relevant, high-quality
products that are different than what you
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can get at some of the
competitors you just
mentioned.
The WSJ also asked
about the bricks-andmortar focus of Ace
said it had in the past.
Mr Venhuizen said:
We’re betting the farm
on what we know is a
timeless principle —
that serving hearts and
human connection will
always have the potential to stir a soul.
So how do we apply
that principle? We
recently launched nacontinues next page
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MTD wins Home Depot innovation honours
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Every year, The Home
Depot recognises its
best-in-class supplier
partners who introduce new products
that deliver efficiency and cost-savings,
which benefit both
pros and DIYers.
This year, the Cub
Cadet ULTIMA Series
ZT1 50 FAB Zero-Turn
Riding Mower by MTD
has been recognised
as the overall winner
of its 2019 Innovation
Awards. According to

the big box retailer:
The ergonomic fit and
high-accuracy cutting
power of the mower
raises the bar for durability without sacrificing operator comfort.
The zero-turn riding
capability allows faster
mowing time. Dual
LED headlights provide
brighter, longer, broader light for working
before dawn or after
dusk. For a more even
cut with fewer clumps
and stragglers, the

bathroom and maximise individual room
layouts.
The easy-to-install,
canless, all-in-one
design of the Commercial Electric 6-inch LED
Slim Color Changing
Recessed Lighting Kit
by Globe was a top
three winner. It can
alter the aesthetic of
a space with its five
colour temperatures
mower features a
including warm white,
50-inch heavy-duty
soft white, neutral
fabricated deck with a white, bright white,
reinforced AeroForce
and daylight. Dimmacutting system.
ble up to ten per cent
Other notable winand energy-efficient,
ners include American the light saves customWoodmark for its
ers money by displayHome Decorators Col- ing 900 Lumens on
lection 30-inch Sedge- only 15-watts of energy.
wood Bath Vanities,
This can provide up to
and its reversible doors 50,000 hours of continand drawers. They can uous use.
be swapped to the left
In conjunction with
or right sides of the
the Innovation Awards,
vanity to accommodate The Home Depot acthe plumbing of any
knowledged suppliers

tionally BODFS, which
is a goofy industry
term that stands for
Buy Online, Deliver
From Store. We are
actually leveraging
our local stores, their
inventory, their vehicles
and — here’s the key
point — their people to
do the delivery to their
neighbours.
There isn’t some
random who-knowswho delivering the
product to whip onto
your porch. The person
delivering the product knows what the
product does, how to

use it, how to start it,
how to season it in.
That matters. Now,
sometimes it may be
far less relevant, but
the greater the degree
of complexity, the more
important the degree
of knowledge.
Mr Venhuizen also
explained how Ace’s
delivery offerings are
different from Lowe’s
and Home Depot that
offer their own delivery, installation and
haul-away services.
We have more stores
than the two of them
combined. So the prox-

imity to the homes and
businesses is a significant advantage.
Then … the delivery
is actually done by
the employees who
work in those stores.
So it isn’t outsourced
to a cobbled-together,
third-party strategy.
It’s actually done by the
employees who work in
the store.
As a retailer-owned
cooperative, Ace store
owners have to opt
into doing this delivery service, and many
aren’t participating yet.
Mr Venhuizen said:

in several other categories. Chervon/EGO is
recognised as the Environmental Partner of
the Year for its line of
lithium battery power
equipment.
The Interconnected
Partner of the Year is
awarded to Samsung,
highlighting its enhanced online content
and emphasis on the
customer experience.
And Ryobi earns
Marketing Innovation
Partner of the Year for
creating a cross-functional program leveraging its platforms to
better deliver relevant
product and message
to customers.
https://prn.
to/2OhGWg1

with online because the
volume is starting to
surge.
We’re helping them
with that as best we
can, but some of them
still feel like they have
a way to go.
Sourced from The Wall Street
Journal

Ace bets on e-commerce, delivery (cont.)

It’s operationally really difficult to execute,
and you see retailers all
over the world struggling with that last
mile.
I think we have about
2,100 or 2,200 stores
now that are fully
executing [the buy-online-deliver-from-store
service] from Acehardware.com. Almost every
Ace-branded store is
doing some form of delivery on their own, and
as they operationalise
that, they’re waiting
until it’s excellent
before they integrate
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In a series of recent
interviews, Lowe’s Cos.
CEO Marvin Ellison
discussed the investments his team is
making in technology
at the home improvement retailer. Since
taking the top post in
July 2018, Mr Ellison
said he was surprised
to discover that in
terms of technology,
the retailer was “further behind” than what
he anticipated coming
into the company. He
told Business North
Carolina:
The good news about
that is we’ve hired a
fantastic chief information officer. We
made a large commitment to set up our
global [information
technology] centre …
We think that sends
a message that we’re
serious about modernising Lowe’s as a
company that really
understands the importance and power of IT…
And since a lot of the
prep work on its retail
fundamentals has
been done; the time
for digital renovation
is starting to kick in
at Lowe’s, according to
diginomica.
The company is
looking to omnichannel transformation to
restore their fortunes.
(For its main rival,
Home Depot, omnichannel is about
secure its leading position in the US home
improvement market.)
Online still only

represents 5% of total
sales and boasts a
modest growth rate
of 4%. (Home Depot
achieved 20% growth
in online sales over the
same period.) Mr Ellison told diginomica:
We took steps to
improve the quality
of our online business
by eliminating certain
programs which were
unsustainable from a
profit perspective. In
taking these steps, we
knew that we would
stunt our short-term
growth. However, we
took the necessary
actions to position
ourselves to grow our
online business for
long-term sustainable
success.
One of the biggest
developments has been
a re-platforming of the
technology foundation underpinning the
Lowe’s website and its
online sales system
over to Google Cloud.
It is moving away from
what Mr Ellison calls a
“decades-old system”.
He explains:
At the beginning of
this year, our dot-com
site was on a decade
old platform. So, we expect to have the entire
site on the cloud in the
first quarter [in 2020]
which will improve our
agility as we redesign
the customer experience from search and
navigation to checkout.
Another digital initiative has been Lowe’s
acquisition of Boomerang Commerce’s retail

Lowe’s is re-platforming the technology foundation underpinning the its website and
online sales system over to Google Cloud.
analytics platform
been tech-enabled
business transformaearlier this year. At
programs to improve
tion and it’s one that
the time, the purchase customer experience
Mr Ellison is at pains
was driven by a need
such as the roll-out of to emphasise will take
to update and digitise 88,000 mobile devices
time. But he remains
Lowe’s approach to
to store associates as
confident that digital
pricing and help auto- part of a wider custom- and online investment
mate price changes of er service model under is essential and will
products across multi- the banner of SMART. pay off. He said:
ple sales platforms. Mr The devices deliver
The way we look at
Ellison explains:
real-time data to
online is that we think,
Integrating this
personnel on the shop for the balance of this
platform will allow us floor, meaning there’s
year, we’re going to
to incorporate Boomer- no need to go away to
have modest growth,
ang’s technology into
seek information that but we’re going to be
our core retail busican assist customers.
working very aggresness, bolster strategic,
This is an evolving
sively on re-platformdata-driven pricing,
rollout, with new
ing to Google Cloud
and also allow us
functionality added
and a lot of other
to make better merover time. For example, foundational functionchandising decisions
one of the more recent ality – improved search,
across the business
developments was a
checkout, navigation
from an assortment
store walk application etc. And we believe, as
perspective…This retail designed to optimise
we get into 2020, you’re
analytics platform will store reviews and
going to start to see
be fully integrated with allow managers to
this business begin to
our price management assess productivity by grow at the rate that
system during the first department.
we expect it to. We see
half of 2020 and will
The retailer has also nothing but upside
provide us with a best- announced the openpotential.
in-class pricing analyt- ing of a global technolDIY software
ics system … It’s going
ogy centre located in
Lowe’s is also takto really take us from
Charlotte, North Caring
more of a DIY
trailing almost every
olina. Work has begun
approach
to software
major retailer to being on the facility which is
development,
retooling
at a best-in-class level
due to open in 2021.
its
e-commerce
platon pricing analytics.
All of this points to
continues next page
In-store, there have
a technology-enabled
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there is a connection
between in-store and
online shopping experiences, said Jeriad
Zoghby, global lead of
digital marketplace
services at Accenture Interactive. A
bathroom installation
project could involve
Lowe’s Cos. CEO Marvin Ellison
an in-store visit plus
form to boost sales. As
Lowe’s expects 80% of
value-added services
part of the effort, the
its application portfolike installation, which
home improvement
lio to be built internalcalls for a different
retailer is identifying
ly by 2021. Ms Godbole
technology platform.
key business processes expects the in-house
Many retail compathat use off-the-shelf
version of key features
nies are hiring data
software, such as insuch as online checkscientists, business
ventory management, out to be deployed
analysts and doand coming up with a by the middle of next
main experts to take
more tailored solution. year. Applications for
advantage of nuanced
The hope is to better common tasks like
data integral to the
personalise, through
payroll processing will
business, said Mark
custom code, the
be purchased off the
Driver, a research vice
online shopping expe- shelf.
president at Gartner.
rience for a range of
The company is now
He told WSJ:
customers, from proevaluating personaliWe’re in an age where
fessional contractors
sation features, where
people have their
(tradies) to weekend
the online experience
clothes custom fit. The
DIYers. Chief informa- is geared around
same thing goes with
tion officer Seemantini the type of shopper.
software; it’s about
Godbole told the Wall
Professional customers
gaining that advanStreet Journal (WSJ):
typically know what
tage.
To do something
they want, and their
Future stores
like this in a package
product description
software is almost
page might include
In his interview with
impossible, because
items they buy reguBusiness North Caroliyou are dependent on
larly.
na, Mr Ellison referred
a completely different
A DIY customer
to what its stores of
company to change
will get a different
the future might look
their product roadmap experience with more like, and how they are
and respond to your
details on features,
tied directly to ecomneeds at your speed.
functionality, and price merce. He said:
In 2018, Lowe’s said it comparisons as well as
You’re going to see
would invest USD500
videos. Lowe’s will use stores where we’re
million annually in
internally developed
going to have more
technology through
machine-learning algo- holding capacity for
2021, hiring as many as rithms to personalise
e-commerce delivery
2,000 software engiexperiences.
because the only way
neers, infrastructure
The nature of person- traditional brick-andengineers and data
alisation for a home
mortar retailers can
analysts to beef up
improvement chain
compete with pure play
its tech workforce of
is different than on
e-commerce companies
about 4,800.
a site like Amazon as
is to leverage their

physical stores to ship
products to customers.
You have to leverage
the proximity of your
stores to your consumers because that is a
built-in advantage over
a pure play e-commerce
company.
You’re going to see us
leverage technology
better. The reason we’re
going to do that is to
make the job of the
associate easier and
to make the customer
shopping experience
better. Technology, at
its best, is invisible.
Mr Ellison also
believes that home
improvement is the
best retail sector to be
in for e-commerce. He
explains:
It provides the greatest barrier to entry for
a pure play e-commerce
company to try to come
in and take market
share. No. 1, the sheer
nature of what we
sell is big, bulky and
hard and expensive to
ship. No. 2, a lot of the
products we sell have a
real-time need. Nextday delivery sounds
great unless you’ve got
a pipe that’s leaking,
unless you’ve got a
refrigerator that’s not
working.
The need to have it
right now, not next day,
not even same-day, but
same-hour, drives customers coming in and
leveraging those brickand-mortar stores.
The other thing is
we sell what is easily
classified as hazardous
material such as fer-
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tiliser and paint. That’s
not something that is
easily, or inexpensively,
shipped.
We also sell a lot of
categories that are
highly researched
like an appliance or
a riding lawn mower.
But after the research,
the customer wants
to come in and touch
it. They want to feel it.
They want to sit on it,
and they want to talk
to someone who has a
degree of expertise to
make sure they’re making the right purchasing decision.
It doesn’t matter how
great your online site
is. You’re not going
to have the ability to
open that refrigerator,
look in it, touch it,
make sure it fits, and
then have a chance to
browse around and
talk to somebody. All of
those things point to
the brick-and-mortar
physical component of
home improvement being a priority that’s not
going away anytime
soon.
Related:
Lowe’s gets into retail analytics – HI News, page 193
https://bit.ly/2QASgX6
Sourced from Business North
Carolina, diginomica and the
Wall Street Journal

John Ioakim

The Lakes H Hardware - LAKES ENTRANCE, VIC
How did you come into the hardware business?
I was the store manager of this store under the previous owners when it was
a bannered store. In 2016 the owners called me looking to sell. My wife,
Leanne and I spent many a night around the kitchen table running figures
and swapping ideas for the store. We decided to go for it but we wanted to
be truly independent and in control of our stock.

What made you decide on branding your new store H Hardware?
We had a few recommendations to join the HBT Buying Group and when that
stacked up we had a chat with Steve Fatileh who showed us the branding
for H Hardware. It looked great, the colours are eye catching and it really
stands out. The clincher for us was that the store was ours, we could be

For more information and
membership application call

1300 305 719

independent with a strong brand and no forced promotional stock eating up
floor space and our bottom dollar.

How is business today?
We opened in July 2016 and 12 months on business is good. We’ve had
growth and we have strong customer base. Our trade business makes up
75% of the business, I look after that and Leanne is the face of our retail
side. It’s come along way from our first official order that BGC sent to our
house and I borrowed a trailer to be able to deliver it to site.

What would you say to someone considering transitioning
to H Hardware?

If you want to have control of your business, your stock, your promotions
and a stand out brand,then H Hardware is a no brainer.
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• New Kingfisher CEO gains
support for any
changes

• Grafton Group
divests plumbing and Belgian
units, provides
profit warning

• Technology
development is
key to Homebase
tunraround

UK DIY chain,
Homebase has adopted
“low-code and agile
development methodologies” to build new
applications as part of
its digital transformation.
The first application
is a “product lookup” mobile app for
employees that will
enable them to quickly
look-up product details
and specifications. This
app will eventually
have features allowing staff to reserve
and order items in
real-time. It will also
have the capability to
help customers and
staff specify and order
complex products,
such as bathrooms and
kitchens, both instore
and online.
Key to the initiative is
joining up information
from supply-chain and
supplier systems to
make it simple for the
customer to know if
the product is available, how quickly it
can be delivered and
precisely when their
purchase is due to
arrive.
In addition to
product selection and
availability, the app
will include delivery
scheduling, warehousing and stock integration, requiring a high

level of integration
with disparate legacy
systems.
The home improvement retailer is
working with Neptune
Software’s DX Platform
that provides a rapid-application development “front end” that
connects with Homebase’s legacy systems.
IT teams can then design, develop, integrate
and manage applications demanded by the
business with little or
no code required.
Natalie Kouzeleas,
managing director
of Neptune Software
UK, suggested that
low-code development
approaches can cut
development time by
60%.
Paul Cannon, director
of IT at Homebase,
talked up the importance of moving quickly with new technology
deployments. He said:
We want to empower
our teams with the
right, cutting edge technology which allows
them to deliver the
best possible customer
service.
Gone are the days of
complex integration
projects that take years
to complete. Now we
build a new experience,
roll it out to a single
store, and if it works it

Homebase is testing small-format outlets
can be live across the
future of Homebase,
business in weeks.
as the retailer works
Homebase said the
to integrate its latest
new agile development acquisition, Bathstore.
approach is a key asHomebase has
pect of the company’s already introduced
turnaround strategy,
a number of concesand it indicated this
sions into its stores to
route will give the busi- help enhance its offer,
ness a better chance to including Tapi, Ponden
compete digitally in an Furniture, Silentnight
increasingly competi- and, most recently,
tive market.
AHF Furniture and
Carpets, Denby, and
Small format
Bedeck.
stores
The acquisition of
Homebase could also bathroom specialist
be testing small-format Bathstore looks set
outlets and opening
to further expand the
new stores in cities
collection of what Mr
where existing branch- McGloughlin describes
es have closed. CEO
as “complementary
Damian McGloughlin
concessions”.
spoke exclusively to
continues next page
DIY Week about the
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Builders merchanting
and DIY group Grafton
has warned that its
annual profit would be
below market expectations as Europe-based
consumers cut back
on DIY home improvement projects. The
warning comes as the
UK construction sector
grapples with weak demand from households
and wider economic
uncertainty.
The company said it
now expects full-year
operating profit for
continuing operations
to be 4% to 8% below a
current consensus of
about GBP193.5 million.
The UK construction
slump deepened in
September, with the
commercial and civil
engineering sectors
contracting at their
fastest in around 10
years ahead of the
country’s exit from

the bloc, according to a
recent survey.
Grafton also said
sales in the Netherlands were dampened
by a court ruling on
nitrogen emissions,
which led to delays
in permits for new
construction projects.
Chief executive Gavin
Slark said:
Recent trading conditions are more reflective of market sentiment than business
fundamentals. Grafton
remains well placed
to continue to benefit
from our strong market positions in Ireland
and the Netherlands
and from a recovery in
the UK merchanting
market.
Grafton’s retail portfolio includes decorating and DIY group
Leyland SDM, home
and garden retailer
Woodie’s and Dutch

brand Polvo.
It is the UK’s
largest manufacturer of
dry mortar.
Like-for-like
sales for
the three
months to
30 September 2019 rose
0.9%, while
total sales
increased
4.5%.
The profit
warning
UK-based builders merchant Buildbase is part of Grafton Group
follows
the sale of
The company also
controlling costs and
Grafton’s UK plumbsold its Belgian opera- bolstering its balance
ing and heating arm,
tions to private equity sheet to make further
Plumbase, for GBP66.8 investor Aureliust.
acquisitions.
million to Plumbing
Grafton announced
Sourced from Telegraph
and Heating Investat the end of August
Media Group, The Irish Times
ments. Grafton said the that it had entered
and The Independent
disposal is in line with into an agreement to
its strategy of moving dispose of its Belgian
towards higher-return- merchanting business
ing businesses “with
for GBP11 million.
good long-term growth The company is
prospects”.
planning to focus on

Homebase technology (cont.)

Homebase is working with Neptune Software
Plans are afoot to introduce Bathstore into
Homebase stores in a
number of different
forms, from a branded
presence in the home
improvement retailer’s bathroom offer
in smaller stores, to a

shop-within-a-shop
concept in larger
Homebase outlets.
With 70 loss-making
Homebase stores set
to close by the end of
the year as part of an
ongoing review of the
portfolio, Mr Mc-

Gloughlin said:
I think we’ve got the
right-sized stores now,
40,000-45,000sqft is
the right size for me.
But we could also test
smaller stores in smaller locations like high
streets.
If we are very clear
about what we are
and our proposition,
it might be that the
smaller format is a decorating shop or even
a small kitchen shop.
I don’t know at this
stage … It’s my vision
and I’m still shaping it.
Looking at ways to

grow the business fur- opportunities for us to
ther, Mr McGloughlin go back but in a better
sees potential for new location.
Homebase stores in a
https://bit.ly/2CJbv8L
number of geographhttps://bit.ly/33OG9tv
ical locations that
https://bit.ly/2CItvQz
don’t currently host a
branch. Equally, he believes there is scope to
return to some regions
where Homebase has
closed an unprofitable
store. He said:
We would look at
putting a Homebase
into one of the Bathstore sites … But, if not,
there’s lots of retail
space out there. There
are big cities with
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in-store in the coming
years to produce efficiency gains.
Across the business,
however, it plans to
close 15 stores including 11 in France, over
the next 18 months.
Kingfisher said the
ongoing implementation of the plan has led
to some disruption at
B&Q stores, taking a
chunk out of sales and
driving some customers to defect to its
rivals Homebase and
Kingfisher Group chairman Andy Cosslett
Wickes as B&Q swaps
out old ranges and
upgrades displays.
Mr Cosslett admitted
“change fatigue” has
taken its toll on the
business. He said:
We are trying to
concertina into a
short space of time
what many businesses would take many
The chairman of
The “building blocks”
years to do – inevitahome improvement
could be in reference
bly the customer sees
group Kingfisher, Andy to Ms Laury’s transthat and that impacts
Cosslett, said its new
formation plan, “One
on our stores. Some of
chief executive will
Kingfisher” launched
our competitors have
be given the freedom
in 2016, to add GBP500 made gains as a result
to consider a possible
million in profits by
of that.
break-up of the DIY
2021 by unifying the
Mr Cosslett added
group, according to
product range using
there are areas of the
The Times.
own-brand products,
overhaul in which
Thierry Garnier
simplifying the supply it could have “done
who has taken over
chain and improving
better”. However, he
from Véronique Laury its online presence.
defended Ms Laury’s
as CEO will bring a
Kingfisher is conambition, suggesting
much-needed “fresh
tinuing on the transthat it was the chalperspective”, he said.
formation plan, which lenges involved in
Speaking after the
aims to increase its
executing the strategy
release of first-half
643 outlets to 800 in
that had caused the
results, Mr Cosslett
the UK, and expand
plan to fall short.
said that although he
its geographical reach
This is the most chalbelieved Kingfisher
that started in Ireland lenging change agenda
had “the right building this year. It also plans I’ve seen in my career.
blocks” in place, Mr
to build on its growing It’s been extremely
Garnier could form his success in online – inchallenging for the
own view.
corporating digital and people in the business.

It’s just the amount
of change. We’ve asked
a lot of customers
because we’ve changed
so much in-store. The
stores haven’t looked
brilliant during that
period and the disruption has pushed sales
to competitors.
Asked whether Mr
Garnier would be
allowed to rip up Ms
Laury’s plan and possibly break up the group,
Mr Cosslett said:
There’s no handcuffs
on Thierry’s arrival
into the company. He’ll
take his own independent view of all moving
parts of the business.
But he added:
We actually believe
though that the current composition of the
group gives us the scale
we need.
On no-deal Brexit
preparations, Kingfisher said it had “updated”
how it imports goods
to prepare for possible
disruption at ports,
but it said it already
had enough stock in
place and no further
significant stockpiling
was necessary at this
stage.
For the rest of the
year, the home improvement group
will focus on the next
stage of its turnaround
efforts as planned,
including introducing
a new range of B&Q
kitchens.
Kingfisher owns
home improvement
brands that operate
across Europe including DIY chain B&Q,
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trade-focused Screwfix
in the UK and Ireland
as well as France-based
Castorama and Brico
Depot.

Executive
appointments
Kingfisher recently
added to its senior
executive team with
the appointment of
Bernard Bot as chief
financial officer, and
John Wartig to the
newly created role of
chief transformation
and development
officer. Mr Wartig will
have direct responsibility for transformation,
IT, business development and property.
The company has
also installed Alain Rabec as chief executive
of Kingfisher France.
In his new role, Mr.
Rabec will be responsible for more than 200
stores, a work force of
20,000 and GBP4billion
of sales.
https://bit.ly/2OknHm2
https://bit.ly/2O7DBje
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and grows our range
of available products
to a total of more than
75,000 across all of
our websites as well…
With the building
and construction materials sector having
seen very little change
despite the huge technological advances
UK based CMOstores. company’s existing
experienced by many
com has added a sixth portfolio of websites,
other industries, we
portal to its e-comCMOTrade.co.uk,
believe that the market
merce building materi- DoorSuperstore.co.uk, is generally overpriced,
al retail platforms that DrainageSuperstore.
and that customer
targets both profesco.uk, Insulationservice is undervalued.
sional contractors and Superstore.co.uk, and
We have a clear aim to
DIY enthusiasts.
RoofingSuperstore.
disrupt the traditional
The new online
co.uk. They already
building merchant
superstore, Tileandgenerate in excess of
sector in a positive way,
FloorSuperstore.co.uk, GBP38million in reve- bringing the benefits
carries more than
nue, according to the
and service ethos of
5,000 flooring prodcompany. CEO Andy
leading-edge e-retail
ucts, including marble Dunkley said:
to the construction
and porcelain tiles,
This is our sixth
materials market.
laminate flooring and online superstore for
Established in
carpet tiles.
specialist building
2008 and previously
It complements the
supplies and materials, known as Construc-

tion Materials Online,
CMOStores.com now
employs a 100-strong
team at its headquarters in Plymouth.
Private equity house,
Key Capital Partners
(KCP) invested GBP8.65
million in the business
in 2017, giving it a majority stake.
In the previous 12
months, it has expanded its offering to
include trade credit,
exclusive discounts,
rebates and rewards.
Chief financial officer,
Sue Packer, said:
Already, we have
been able to establish
ourselves as a credible
alternative by putting
customers firmly at the
centre of our proposition. Investment in
providing user-friendly
platforms, backed up
by a knowledgeable

Economic uncertainty has forced Travis
Perkins to delay plans
to sell its plumbing and
heating business.
Britain’s biggest
distributor of building
materials announced
in December that it
would sell the division
to streamline its structure, cut costs and
focus on its trade businesses. However, it said
that the demerger had
been postponed until
the second quarter of
next year, although
efforts to demerge
Wickes, the group’s DIY
chain, would continue.
Chief executive Nick
Roberts said simplifica-

merchanting unit sales
rose 2.6%
Travis Perkins, which
began in 1797 as a
company of joiners and
carpenters, has more
than 600 branches and
200 tool hire outlets.
Sourced from City AM and The
Times

sales team, has set us
apart.
!We also place great
emphasis on building
strong, mutually-beneficial relationships
with our supply partners enabling us to add
the latest, innovative
products to our online
superstores…
https://bit.ly/2qeBMJx
https://bit.ly/2qRtSps

Travis Perkins’ plumbing and heating unit sale on hold
tion remained the right
strategy. Mr Roberts,
who has been in the
role since August, said:
The plan to simplify
the group’s portfolio of
businesses remains the
right one, with good
progress made through
the quarter towards
reducing cost and
complexity.
Meanwhile the company expects to complete its demerger of
Wickes in the second
quarter of 2020. There
are now 230 Wickes
stores in Britain.
The company has
already identified or is
already underway to
achieve GBP20million

to GBP30million of
annualised
savings by
mid-2020.

Q3 sales
Travis Perkins grew
sales 3.8%
year on year
in the third
quarter, and
3.4% on a
like-for-like basis, driven by its Wickes and
Toolstation businesses.
Its Toolstation stores
boasted total sales
growth of 21.3% for
the quarter, or 15.4%
in like-for-like sales,
while Travis Perkins’
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• The home in
smarthome is
emphasised at
Ikea

Home improvement
retailer, Ikea is connecting all of its smart
tech developments
into a single division.
It recently announced
that it plans to invest
heavily in a newly
established “Home
Smart” business unit
that will have end-toend responsibility for
its growing portfolio
of smart devices.
The chief executive
of Inter Ikea, which
owns the Ikea brand,
told the Financial
Times (FT) that the
group was looking at
products such as air
cleaners to add to its
growing list of smart
products including
speakers, blinds and
lightbulbs. Torbjorn
Loof said:
We see it as a very interesting area for us to
embark on. We want to
simplify it and make it
affordable. I think Ikea
could have a leading
role in the smart home
arena.
The new business
unit is helmed by Bjorn
Block, and sits alongside Ikea of Sweden’s
ten other business
units that include
Lighting, Livingroom
& Workspace, Textiles,
Kitchen & Dining, Children’s Ikea and Ikea
Food. In a statement,

Ikea recently added smart blinds to its smarthome range in Australia
Mr Block said:
At Ikea we
want to continue to offer
products for
a better life at
home for the
many people
going forward.
In order to do
so we need to
explore products and soluThe company has also developed its own smart lighting
tions beyond
smart but we come
Smart business unit
conventional home
from the home.
on the same footing as
furnishing.
its Kitchen & Dining or
Restructure
Mr Block also said
Children’s Ikea division
the big box retailer
The smarthome unit indicates the imporwas taking a different is part of Ikea’s biggest
tance the retailer is asapproach to tech and
transformation since
signing to technology
ecommerce giants such its founding 76 years
as a lucrative revenue
as Google and Amazon ago in Sweden as it
stream.
and start-ups that have reacts to dramatic
Key to this is the
dominated the area. He changes in the retail
revamp of its Home
told the FT in separate industry with rapidly
Smart app and its shift
interview:
increasing ecommerce towards to becoming
For us, home comes
sales and dwindling
a hub for smarthome
first. When we meet
visits to malls and
some of the tech comcontinues next page
many shops.
panies, they come from
Placing the Home
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Online furniture
and homewares store
Temple & Webster said
it believes it can grow
regardless of broader
macroeconomic trends,
as more people do their
shopping online.
The company said
the 2020 financial year
has started in a robust
way with trading up
45% year on year, after
growing 39% in the
same period last year,
and margins remained
within its target range.
This is its strongest

tent and the
best service
and delivery
experience
– it sounds
simple but it’s
really hard to
execute, and
all the bits
are coming
together, we’re
coming into
sales growth since listour stride.
ing almost four years
Mr Coulter believes
ago as Millennials and it can continue gaining
budget-conscious first market share regardhome buyers shop for less of what is hapmore of their furniture pening in the broader
and homewares online. economy. He said:
Co-founder and
Our hypothesis rechief executive Mark
mains that the shift to
Coulter told The
online, which is being
Australian Financial
driven by the older MilReview after addresslennials and those that
ing the recent annual
have grown up buying
general meeting:
everything online, is
I think our strategy of independent of broader
biggest and best range macroeconomic factors
combined with the
… in this environment
most aspirational con- people are looking for

more value.
When the company
announced it achieved
profit for the first
time earlier this year,
Mr Coulter attributed
the result to more
Millennials entering
the company’s target
demographic. He said:
Our core demographic is 35 plus, and as
more Millennials become 35 to 38-year-olds
they begin to enter our
market. They’ve grown
up buying everything
online, and furniture
is something you start
to spend more money
on when you’re in your
late 30s and 40s. That
trend is happening
irrespective of what’s
happening with house
prices and broader
retail.
The company has
also increased its range
by 25% to offer 150,000

products for sale, and
Mr Coulter said the
company plans to
expand that further,
including adding more
home improvement
and DIY products
as well as exclusive
products.
Temple & Webster
plans build brand
awareness by advertising on social and mainstream media channels
(only 30% of Australians have heard of
the company), launch
a mobile app, increase
personalisation, and
improve delivery, including testing its own
van network.
Sourced from AAP Finance
News Wire and The Australian
Financial Review

added that both water
scarcity and air pollution were big global
challenges that the
company should try to
Technology hub
address.
Mr Block told the
Beginning in 2012,
FT that Ikea has been Ikea’s smart range
hiring software engiwould not fully emerge
neers at its main hub
until 2015 with the inin Almhult, in rural
troduction of wireless
southern Sweden, and charging tables and
could also looking at
lamps. The company
possibly setting up in
has also developed its
the US and Asia. He
own smart lighting
added that Ikea was
and launched speakers
looking at greatly
in conjunction with
increasing the number well-known American
of smart products it
consumer electronics
had without revealing brand Sonos — includdetails, although he
ing one integrated into

a lamp. It recently added smart blinds to the
range that can all be
co-ordinated through
the same app.
In Australia, Ikea
competes directly with
Bunnings and JB Hi-Fi
in the smarthhome category, as well as Google
and Amazon, among
other retailers.
As an industry observer noted, despite
market growth, many
customers are still baffled by smart technology, Much of the task,
then, will be simplifying the experience to
make it useful.

Related:
The smarthome market in
Australia is now a $1.1 billion
market – HNN
https://bit.ly/2s0KbRr
Sources:
https://on.ft.com/2Xgnowp
https://bit.
ly/2Knmb1a
https://bit.ly/3566Dqi

Ikea smarthome (cont.)
hardware from a variety of different manufacturers. Partnerships
with other tech firms
will help to raise the
unit’s profile, and that
of Ikea as a leader in
the smarthome space.
Mr Block said in a
statement:
By working together
with all other departments within Ikea, the
business unit of Ikea
Home smart will drive
the digital transformation of the Ikea
range, improving and
transforming existing
businesses and developing new businesses

to bring more diverse
smart products to the
many people … We are
just getting started.
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YOU NEED TO FUTURE PROOF YOUR BUSINESS.

Still relying on print? Consider this: how much time do your customers spend
using their mobile phone and computer? And how much time do they spend
reading magazines? Which matters more to them?
DIGITAL is all about performance and engagement. DIGITAL readers opt-in
to receive your message — they’re not just another address on a mailing list.
DIGITAL doesn’t just earn attention, it measures it as well. No other media
has the equivalent of downloads, which directly show reader engagement.
And DIGITAL is also less expensive, simpler and more flexible.
To make the move to DIGITAL, just call HI News on 0411 431 832, or email
Betty Tanddo on betty@hnn.bz. The future looks great, believe us.
hnn.bz

NEW PRODUCTS
DIY home security specialist, Swann has released a
new Internet of Things (IoT) ecosystem that includes
DVRs with sensor warning light cameras (available in
both 1080p and 4K Ultra HD) and 4K Ultra HD NVRs
with more powerful spotlight cameras that have sirens.
The Swann Wi-Fi cameras have the flexibility for users
to choose a product to best suit their property needs –
whether it is indoors or outdoors.
There is also an app to control the indoor and outdoor
cameras or the integrated multiple camera systems.
Users are able to get day and night access, with 1080p
HD videos recorded to the cloud.
Swann said it offers a line-up of wired and wireless
security solutions that integrate with Google Assistant
and Amazon Alexa.

The Bolt Biter™ from Gearwrench has
a bi-directional design for the simple
removal or tightening of damaged
fasteners, coupled with a tapered entry
to facilitate an easier seat on a damaged
fastener.
It is coated in black oxide for corrosion resistance, and has up to 10 times
longer impact life, and up to five times
greater torque than the competition,
according to Gearwrench.
The Bolt Biter Impact Extraction Set is
made from chrome molybdenum alloy
steel and has a square drive with hex
base for use with an impact gun, ratchet,
wrench or pliers.

Wattyl has created two distinct palettes for 2020 called Bright Future
and Natural Connection. Bright Future
features saturated colour – bright, deep
and bold – to create vibrancy and drama
in a space defined by contemporary
forms and modern materials. Natural
Connection has six colours that define
“the sublime layering of earthy, mineral
hues, textured surfaces and sustainable,
authentic materials”.
The 2020 Colour Palettes are available
in Wattyl’s I.D. interior ultra-low VOC
paints – Contemporary Matt, Luxury Low
Sheen, Silky Satin and Advanced Low
Sheen.

hnn.bz

Imex Lasers Australia has released a
new mini green beam line laser called
the L2G crossliner. This laser is suitable
for the handyman or serious DIYer and
has super bright green horizontal and
vertical lines. It comes with a standard
elevating tripod.
The unit also has a canvas bag that fits
the laser and tripod and has a working
range of 20 metres. With a 3mm at 10m
accuracy, the L2G remains small but
“uncompromisingly Imex”, the company
said.

Klingspor’s new diamond wheels
Klingspor is pleased to announce the launch of its
new diamond products in Australia.

Klingspor is a German
based manufacturer of
abrasive products with
over 120 years’ experience.
The Klingspor range of
abrasives includes everything from abrasive belts
to cutting and grinding
discs, flap discs and a
complete range of other
abrasives and accessories.
In 2015, Klingspor invest-

ed in a new, state of the art
diamond wheel manufacturing plant in Europe.
The range and quality
Klingspor can now offer is
unrivalled in Australia. The
range includes;
• Segmented diamond
wheels from 100mm to
500mm in diameter
• Turbo rim diamond
wheels for general applications

• Continuous rim wheels
for tile cutting
• Cup grinding wheels for
surface grinding
• Core drills in a variety of
diameters
The diamond range
Klingspor is offering is
made from the highest
quality raw materials with
the finest manufacturing
processes. This is what
Klingspor have built their

reputation on for over a
century.
The product is well
presented in retail friendly
packaging and retail display stands are available
on request.
For more details, please
contact Klingspor: www.
klingspor.com.au

Klingspor’s proud history of product development
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After intensive research
KLINGSPOR succeeds in
developing a process for
the manufacture of waterproof abrasive paper, for
the first time in Europe.
This innovation was of
real significance for the
automobile industry as
wet grinding is an important procedure that
is made possible only
by means of waterproof
abrasive paper. This
KLINGSPOR innovation
improves the efficiency of
the automobile production worldwide.

For the first time, KLINGSPOR produces highspeed, fabric bonded
grinding discs. Due to
noticeably higher speeds,
this KLINGSPOR innovation leads to an enormous
increase in the productivity and profitability as well
as to an effective change
of the whole abrasive
cutting technology.

The KLINGSPOR abrasive mop is patented. The
idea is as simple, as it is
ingenious: Many abrasive
flaps are combined into
an abrasive mop wheel. It
adapts perfectly to each
workpiece and, thus, is
ideal for fine, flexible
surface grinding. This
KLINGSPOR innovation
enhances the possibilities
of application technology
for grinding in many
ways.

The CMT abrasive mop
disc with rapid action system as well as the WSM
abrasive mop wheel with
80 m/s approval provide
for further growth. Both
innovations are suitable
for use on standard angle
grinders. With rapid
tool change in seconds
and no tightening tool
required, the CMT is the
perfect solution for high
ease of use and significantly reduced set-up
times!
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YOU NEED TO FUTURE PROOF YOUR BUSINESS.

Still relying on print? Consider this: how much time do your customers spend
using their mobile phone and computer? And how much time do they spend
reading magazines? Which matters more to them?
DIGITAL is all about performance and engagement. DIGITAL readers opt-in
to receive your message — they’re not just another address on a mailing list.
DIGITAL doesn’t just earn attention, it measures it as well. No other media
has the equivalent of downloads, which directly show reader engagement.
And DIGITAL is also less expensive, simpler and more flexible.
To make the move to DIGITAL, just call HI News on 0411 431 832, or email
Betty Tanddo on betty@hnn.bz. The future looks great, believe us.
hnn.bz

John Ioakim

The Lakes H Hardware - LAKES ENTRANCE, VIC
How did you come into the hardware business?
I was the store manager of this store under the previous owners when it was
a bannered store. In 2016 the owners called me looking to sell. My wife,
Leanne and I spent many a night around the kitchen table running figures
and swapping ideas for the store. We decided to go for it but we wanted to
be truly independent and in control of our stock.

What made you decide on branding your new store H Hardware?
We had a few recommendations to join the HBT Buying Group and when that
stacked up we had a chat with Steve Fatileh who showed us the branding
for H Hardware. It looked great, the colours are eye catching and it really
stands out. The clincher for us was that the store was ours, we could be

For more information and
membership application call

1300 305 719

independent with a strong brand and no forced promotional stock eating up
floor space and our bottom dollar.

How is business today?
We opened in July 2016 and 12 months on business is good. We’ve had
growth and we have strong customer base. Our trade business makes up
75% of the business, I look after that and Leanne is the face of our retail
side. It’s come along way from our first official order that BGC sent to our
house and I borrowed a trailer to be able to deliver it to site.

What would you say to someone considering transitioning
to H Hardware?

If you want to have control of your business, your stock, your promotions
and a stand out brand,then H Hardware is a no brainer.

