STATE OF THE INDUSTRY

Sophistication Is the answer

Larger jobbers are positioned to widen the gap
between themselves and smaller competitors.

The gap between the “Haves” and “Have Nots” is wideningy order to market to DIYers, jobbers
rely on outdoor sighage, newspaper ads and

when it comes to jobbers. Gone are the days of jobbers geHidgromotions. One-third send out direct

by with dumpy looking stores and the lack of solid busin&%g 2 20 d%ff{igg;‘l‘l’;r:ggg oY

plans. They are concentrating on staying in touk newspaper ads to be most effective in
JOBBERS : driving DIYers to stores. In order to obtain
with customers — both shops and DIYers. They &&e repair shop customers, most jobbers

more aware than ever about sophisticated merchandising s@i’@?ﬂ direct sales — salesmen visiting
customers and direct mail. Outdoor signage

tion and display; but for the most part, they have not adoptedaptures the attention of repair shops.
Jobber stores focus on customer service,

category management techniques. Further separating largeyalieputation and quality parts as the best
bers from small jobbers is electronic inventory managemeff/s 1o motvate customers. They aiso con-
sidér technical support, price and warranties
important. Return policies and brands —
Jobbers with less than $1 million inthe time. In addition, 67 percent train technational and private — are not important to
annual revenue have an average of fomicians using manufacturer-designed prazustomers at jobber stores.
employees and typically operate one storgrams. The data show that jobbers are not Three of four larger jobbers have web-
Jobbers with over $1 million in revenueparticularly satisfied with training for tech- sites, while 10 percent of smaller jobbers
employ an average of 39 people and opemicians — 45 percent are “neutral” and 3@lo. Currently, smaller jobbers are having
ate an average of five stores. One in foypercent are “very satisfied.” If the trainingsome success with e-commerce. This year,
jobbers operates six bays. Also jobbergrograms were working, the data wouldhowever, larger jobbers will begin to see
report having been in the business an aveshow a higher percentage of jobbers beirggpins in Web-based sales. Employees at
age of 26 years. “extremely satisfied.” larger jobbers spend seven hours per week
Recruiting methods vary by the size of Training for counterpersons depends oanline, while those at smaller stores are
the jobber store. Smaller jobbers are receflhie size of the jobber store. All jobberonline 10 hours per week.
tive to employee recommendations 69 pestores with over $1 million in annual rev-
cent of the time and 39 percent recruit vianue offer counterperson training, and thiStill not much category management
newspaper ads. Larger jobbers, those wittompares with two-thirds of smaller job-The data show jobbers have not embraced
annual revenue over $1 million, are alsbers. For the most part, counterpersocategory management, although, aware-
receptive to employee recommendationtsaining is short, lasting less than a week 4dess levels among larger jobbers are pret-
and 63 percent hire from competitors.  percent of the time and up to two weeks 3§ high. Smaller jobbers must tap into cat-
Four of five jobbers offer in-house percent of the time. egory management if they intend to keep
employee training and 54 percent send new All jobber stores use in-house programpace with their larger counterparts.
recruits off-site for learning. One in five uti-to train counterpersons. Larger jobbers prdmplementation of category management
lizes Web-based training. Training pro~ide off-site training 70 percent of the timeby larger jobbers could undermine the B2B
grams are designed in-house 83 percentand utilize the Internet 34 percent of thgains smaller jobbers experienced in 2003.
time. Smaller jobbers tend to stick solely Fifty-four percent of larger jobbers
with their in-house training programs.  access electronic supply chain manage-
Jobbers utilize counterperson trainingnent systems. Jobbers with less than $1

Percent of jObbEI’S 2003 programs designed by manufacturers 7@illion in annual revenue access electron-
with sales/profit gains 2003 and 2004 2004 percent of the time; in-hquse programs arie supply chain_managemenj[ 38 percent of
used 75 percent of the time. Jobber storéise time. Most jobbers consider the effec-

seem to be satisfied with their counterpetiveness of electronic supply chain man-
son training. Half are “very satisfied,” 8agement as “good” and 31 percent consid-
) 3204 percent are “extremely satisfied,” and 3%&r it “very good.” Nine of 10 jobbers use
Profits percent are “neutral.” these systems for inventory management
Forty-six percent of jobbers see the berand a third use them for planning, fore-
efits of Web-based employee traininggasting and fulfillment.
however, 38 percent are not familiar with  Three of four larger jobbers experienced
this training method. an inventory increase last year, and 63 per-
Half of the larger jobbers are activelycent expect inventory gains in 2004. Forty-
recruiting new employees. Three of fousix percent of jobbers saw inventory grow
report difficulties saying that it has becoméast year and 56 percent expect inventory
harder to find qualified employees in thegrowth soon.
last six months. This problem also exists at Larger jobbers appear similar to WDs
Last year, 59 percent of jobbers experienced a 12.2 percent increase in smaller jobbers where 30 percent arim the percentage of automotive parts they
sales; only 31 percent experienced a 5.7 percent increase in margins. actively recruiting and 57 percent are havsell wholesale, while smaller jobbers typ-
ing difficulty. ically have profiles similar to retailers.
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Larger jobbers report returns at 11.4 petike manufacturers and larger jobbers, raise Jobbers are under pressure to hold pric
cent of their total sales. Smaller jobbers sae price of hard parts and, possibly, chenat current levels while increasing sales an
8 percent of total sales results in returns. icals and accessories. profits. It is no wonder they are focusec

Smaller jobbers are under pressure to Last year, 59 percent of jobbers experien the issue of fair pricing, as withessed b
keep the prices of hard parts, chemicals amhced a 12.2 percent increase in sales. Tkisme of the manufacturer-directed com
accessories at 2002 levels, which they digear, 81 percent anticipate sales increasesents we received on the subject. “Sto
in 2003 and are planning to do in 2004. ORrofit margins were less impressive last yedow-ball pricing to performance mail order
the other hand, 40 percent of larger jobberich that 31 percent experienced a 5.7 p@empanies trying to dictate their pricing by
added a 4 percent price hike onto hard paxtent increase in profit margins. This seem#lume,” complains one jobber. “Do not
last year. Fifty-two percent are planning ato have affected optimism for 2004. Halfgive out product lines to price cutters,”
increase this year. The pricing pressure af jobbers anticipate profit margin increasrequests another. “Stop giving better bottor
smaller jobbers will increase unless theygs this year. (See Figure 1 on page 32.) line prices to mass retailers. | support th

Jobber Methodology

Jobber stores are represented by 123
employees who completed question-
naires via a URL link for the 2004
State of the Industry Report, con-
ducted by Aftermarket Business and
Motor Age. The number of responses
received for this study means the
results are at the 95 percent confi-
dence level, +4 confidence interval.

Areas of responsibility for jobbers
responding include owners/presi-
dents 60 percent of the time, 37 per-
cent are managers and 12 percent
are counterpersons.

In terms of annual revenue, 50 per-
cent work at jobber stores with less

than $1 million in annual revenue, 33
percent report revenue between $1
million and $5 million and 17 percent
report revenue over $5 million.

Jobbers stores responding are
evenly distributed throughout the
United States: 28 percent from the
South (mostly Florida, Texas and
North Carolina); 28 percent from the
Midwest (most frequently Michigan
and Missouri); 26 percent from the
West; and 17 percent are located in
the Northeast.

Coalition for a Level Playing Field,”
explains a jobber. “Stop giving away parts
to Advance and AutoZone and give fair
pricing to all,” suggests another.

Jobbers also feel that manufacturers
sales reps are either avoiding them or that
manufacturers do not have enough sales
reps to adequately service the jobbers.
Some comments underscore this point:

» More frequent calls directly to shops
and my store.

» Contact us more.

» Do a better job of having good
representation for lines.

» Start sending reps again.

» Add more reps.

» Stop cutting back on the sales force
at our level.

Significant challenges this year for larg-
er jobbers include obtaining qualified
employees, adequate profit margins, retain-
ing customers and training issues. Smaller
jobbers are most concerned about having
adequate profit margins.

Two-thirds of jobbers plan to change
their business strategy in 2004. Larger job-
bers will focus on sales (ie., including new
customers) and operational efficiencies.
Smaller jobbers plan to increase retail
sales, improve their websites, add new
products and improve efficiencies. Some
of the specific B2B strategies include:

» More Internet; sleeker, more efficient
inventory levels.

» Try to implement a better computer
system to keep track of prices, updates
and new products.

» Increase Internet ... less personal
contact sales.

» Upgrade website — follow hits per
item per page, per site.

Reader Service 119
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oing for broke

Despite some inherent advantages,
large retailers push for more incentives.

Auto parts retailers know how to drive traffic to their stores aatitbugh 45 percent say they are “very sat-
isfied,” a higher percentage are “neutral” or
how to lead customers around once they get there. They-@lgQisfied” with the training.

know how to negotiate lucrative deals with manufacturers 2"5&;{3;;;3‘;':}?;3 %rgissrc"gﬁf;f

although AutoZone may have hit a snag with its Pay-On-Seatler retailers are unfamiliar with Web-
based training.

like jobbers as they increase their commercial pfiier to ind dualiied employees in the

ast six months. This seems to be a brew-

grams. At the same time, they are increasing online satesgroblem for 2004 because retailers are
; . . ) desperate for new hires.
Overall, it appears retailers will be more aggressive than ever

in 2004, and they will leave no money on the table. Driving DIY traffic |
Most national retailers rely on outdoor sig-

nage, newspaper ads, radio ads and TV ads

Retailers in this report include stores All retailers offer training. Technicians to drive DIY traffic into their stores. These
with $1 million to over $1 billion in train in-house 86 percent of the time in proretailers report that radio and TV adver-
annual revenue. Smaller retailetisose grams designed by retailers. This training igsing work best. Most mid-sized retailers
with annual revenue less than $1 milsupplemented by off-site programs 50 perse direct mail, newspaper ads and radio
lion, are more likely to operate bays thament of the time and Internet training 22 perads to bring DIYers into their stores, and
national players. cent of the time, with programs designed bthey find that radio and newspaper ads are

National retailers exercise all availablemanufacturers. Retailers, unlike other indusnost effective. Most smaller retailers rely
options in recruiting new employees —rectry segments, are “very satisfied” with theon outdoor signage to attract DlYers,
ommendations, print ads, in-store signag&aining 53 percent of the time. although newspaper ads work best.
job fairs, agencies and the Internet. Also, Training for counterpersons is less per- Most national retailers obtain repair
90 percent “hire from competitors,” whichvasive. Although mandatory amongshop customers using direct sales and radio
is the highest incidence of cherry pickingnhational retailers, 31 percent of retailerspots. Most mid-sized retailers use direct
in the automotive industry. Most mid-sizedwith less than $1 million in annual revenuenail and newspaper ads to obtain more
retailers, those with annual revenue over &io not train counterpersons. repair shop customers. Smaller retailers
million up to $1 billion, utilize print ads,  Nine of 10 retailers utilize their own depend on outdoor signage to bring in both
recommendations and job fairs to recruitounterperson-training program and marbIYers and repair shop customers.
new employees. Some of the less commarfacturer programs are used 54 percent of Retailers believe their customers look for
recruitment methods include hiring fromthe time. Most retailers are not satisfiedustomer service, store reputation and qual-
competitors, help wanted signs, Internawith the training of their counterpeople.ity parts in making their buying decisions.
job sites and employment agencies.

Smaller retailers respond to recom
mendations made by their employees

Also, 38 percent publish want ads ir Retail sales grOWth 2003
newspapers. 2003 and 2004 2004
ileri : ' . 88%
Retailer inventory: wholesale vs. retail > 1 bilion 6
2
- 4
Less $1 million- Over [
$1 million $1 billion $1 billion T $1 million 62%
2 oo
WHOLESALE in 2003 31% 19% 21% 5 1o $1 bilion
o
RETAIL in 2003 68% 81% 79% s
£ < $1 million >1%
WHOLESALE in 2004 34% 21% 25%
RETAIL in 2004 66% 79% 75% T T T T T T T T T [
0% 20% 40% 60% 80% 100%
The data show that retailers are planning to increase the wholesale part of their Nine of 10 national retailers experienced an average 4.9 percent
business and decrease the retail part. jump in sales last year and all expect more this year.
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Retail profit margin increases
2003 and 2004

2003
W 2004
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Retailer annual revenue
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48%
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National retailers were able to increase profits last year and

expect this to continue. Smaller retailer are skeptical for 2004.

Retailer Methodology

Retailers are represented by 127 employees who completed questionnaires via
a URL link for the 2004 State of the Industry Report conducted by Aftermarket
Business and Motor Age. The number of responses received for this study
places the results at the 95 percent confidence level, +4 confidence interval.

Areas of responsibility for retailers responding include owners/presidents 46
percent of the time, 45 percent are managers, 17 percent are administration and
10 percent are counterpersons.

In terms of annual revenue, 44 percent work at retailers with less than $1 mil-
lion in annual revenue, 17 percent report revenue between $1 and $5 million, 19
percent report revenue up to $1 billion, and 20 percent work at retailers with
annual revenue over $1 billion.

One third of retailers responding are from the South — most frequently
Tennessee, Texas, Florida and Virginia; and 18 percent are from the Midwest —
mostly Ohio and lllinois. One in four is located in the West — especially California,
Arizona and Washington. Nineteen percent are from the Northeast — most fre-
quently Pennsylvania and New York.

activities pertinent to their jobs. Employee$maller retailers were hard hit in 2003: 29
at mid-sized companies spend eight houpgercent only counted higher profit margins.
per week online and smaller retailers aveMost smaller retailers are somewhat skep-
age 10 hours per week online. tical about this year and expect the pain to

Nine of 10 national retailers have implecontinue; however, 48 percent anticipate
mented category management. Categopyofit increases in the months ahead. (See
management exists at 43 percent of mid-igure 3.)
sized retailers, although 39 percent do not Retailers were asked what manufactur-
know what it is. Most smaller retailers doers could do to better serve them. One in
not know what category management is. three retailers have issues around customer

Electronic supply chain managemenservice, specifically delivery, training and
systems have a greater presence amotagh support. One in five raised pricing
retailers. Nine of 10 national retailers havéssues. Also, 20 percent wanted more infor-
this system as do 42 percent of all othenation, specifically literature, updates, cat-
retailers. Retailers find supply chain manalog and electronic catalog. Quality is an
agement effective, such that 10 percent ségsue for 14 percent and 12 percent men-
it is “excellent,” 28 percent call it “very tioned warranties, labor warranties and
good,” and 47 percent checked “good.” return policies.

All retailers using supply chain man- Some retailers offered opinions about
agement systems find it helpful for invenways they could be helped by manufactur-
tory management and 49 percent use it fers. Specifically, they advised suppliers to:
planning and forecasting. One-third use it
for fulfillment, 28 percent for scheduling,» Build trust by giving mass merchandisers
and 16 percent are able to integrate with separate product from what you sell us.
trading partners. » Stop selling to every large outlet and

National retailers base their 2004 invenallow us to buy at a reasonable price.
tory expectations on their experience i Provide more quality products that
2003, such that 72 percent expect invent@low for faultless installation.
ry to increase this year. Forty percent d# Provide more incentives for bigger
mid-sized retailers expect inventory exparbuys, variable co-op versus discounts,
sion this year. Smaller retailers have highnd easier credit for defectives.
expectations for 2004. » More focus on combination deals for

The data show that retailers are planningonsumers like buying premium brake
to increase the wholesale aspect of their bugiads and getting rotors at a discount.
ness and decrease the retail part over the nex\ccessory manufacturers do not offer
several months. (See Figure 1 on page 36splid in-house training for retail counter

National retailers report that 10.6 perpersonnel.
cent of sales result in returns. Mid-size# No heavy discounts to large customers.
companies find 7 percent of their sale® Training and warranties that cover
returned; smaller retailers say 5.1 percetdbor.
of sales come back. » Give quicker response on technical

Last year, 35 percent of retailers addeskrvice calls and have better fill rates
an 8.3 percent price increase to hard partsn orders.
and 40 percent will increase prices this yea® Quit selling to everybody at the same

Other important considerations includePrice pressures held chemical and accesholesale prices you give to us.
technical support, price, warranty andories prices at 2002 levels for two-thirds d& Help us get late model coverage quicker.
return policy. Brands — both national andetailers, and most will keep chemical an# Help us manage our inventory.

private — are considered less important. accessory prices the same for 2004.

All national retailers have a website and Last year, sales growth was good for Over the next few months, national and
79 percent are selling online such thamnost retailers and excellent for some; howmnid-sized retailers will be challenged to find
Internet sales account for 4.9 percent of totaler, profits were good for some and poajualified employees. Other concerns include
sales. Last year was a very good year féor most. Nine of 10 national retailers expetraining and profit margins. Mid-sized retail-
B2B and business-to-consumer (B2C) atenced an average 4.9 percent jump in saless will be challenged to find qualified

national retailers as 67 percent saw onlinlast year and all expect more this year. Twemployees, achieve adequate profit margins
sales grow by 23 percent. This year, almosf three mid-sized retailers report a 9.5 peand retaining customers. Other concerns
all are expecting Internet sales to grow. Nineent leap in sales last year and almost aficlude training and the U.S. economy.
of 10 mid-sized retailers have a website, arekpect the good times to continue. Fifty perSmaller retailers consider the U.S. economy
53 percent sell online. These retailers sagent of smaller retailers, those with annudb be their challenge in the coming months.
that online sales represent 4.4 percent aévenue less than $1 million, experience@ther concerns include profits, qualified
their total sales. Over the last 12 monthsn average 14.1 percent increase in sales lestployees and customer retention.
most mid-sized retailers saw Web-basegear and 71 percent are anticipating sales Two of three retailers plan to change
sales increase and almost all are expectiggowth this year. (See Figure 2 on page 3@heir business strategy in 2004. Most will
more in 2004. Smaller retailers, with annu- = The data show that national retailers wer®cus on sales, including more advertising.
al revenue less than $1 million, are failing t@ble to increase both their sales and profitsocus on more of a grassroots advertising
utilize the Web. Two-thirds have a Web predast year and all expect this to continue overampaign — to bring a higher level of serv-
ence, where 59 percent sell online. Unforthe coming months. Profit margins for mosice to our customers. We currently have a
tunately online sales did not increase fowere poor. Although 62 percent of mid-very high return rate,” explains one retail-
most smaller retailers last year, but almosized retailers increased sales last year, 4L One in three will focus on improving
all expect growth in the months ahead. percent only increased profits in the sameustomer service, 36 percent will work to
Employees at national retailers spend greriod. This year, 79 percent of mid-size@chieve operational efficiencies, and 21
average of seven hours per week online netailers expect profit margins to increasepercent will focus on products.
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