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Retailing in America, Part 3

Gritical Mass

Megastores: Boon or Bust?
By Steve Cole

LY automotive customer, the enthu-
siast and nonenthusiast alike

Aside frorm shopping conveniance,
thera is another tactor that marks the
aulormotive chaing; compatitiva pricing,
For many in the traditional side of the
aulemalive markel, the automotive
chains have becomes the 800-pound
garilla driving the entire marketplace.
The size and purahasing power of the
chains has been a factor in determining
price structures for a host of products
For many in thie epecialty automotive
afermarket, gaining access 1o the
automotive superstore chains has
becoms a necassity,

What Does It All Mean?

One area thal has experienced tha
impact of the mass merchandiser has
been the indspendant jobba:, and ©
some axtent, tha jobbar aligned with a
programmed distribution group. Asa
group, nalther of these entities has had
the financial wherawithal 1o move the
business 10 tha strip malls and retailing
canters. Mast have been located within
thair communities for many years and
have a loval custamer base. Tha pras-
ence of the chains has bean felt along
with the loss of some DIY customaears, It
may be a matter of price, an-the-way-
lo-the-mall convenience or Goth

For performance/specialty jobbears,

g ren the concep! of the supermarkat hit the American ratailing

Jﬂ scaena in the late 1850s and early ‘603, it started a trend that has
ﬂ'.' radafined the way products gel into the hands of the consurmer. It
J ,:!'f asn't long bafore the automotive marketplace feit its impact, and
L I stores largeting do-ityourselfars began to slowly work their way
! across the automotive retall landscaps

there may have eizo been some lost
business, espacially for common tlems
such as oil, filters, car-care chamicals,
glc, However, accessory and some
performance manufacturers are now

Some companies, such as the Western Auto Store fran-
chizes, ware naiionwice operations and precursors 1o
today’s glant automotive retall chalps.

A5 with ather farms of retailing, the evolution of the auto-
mative suparstore paralleled the development of suburbia.
Tha thema of all retailing in the latter quarter of this century
has been go to where the people are, While it took a little
longer to establish the automotive superstore in the retailing
envirpnment, onca the formula for a successiul store was
establizhed, the outlets began 10 appear rapidly.

Retailers built their stores in high-traffic areas; rarely in
but often near shopping malls. Almost without exception,
thase have oeen naw construction, freestanding buildings
The storsfronts feglure modern dasign, plenty of parking
the interiors ara well ighted and use the most current store
design philosophies, In fact, some view thase chains as
leaders in some aspects of store design. A tar ¢ry from the
old convertad garages filled with peg boards, the stores are
designed 1o make the shopping experence pleasant for the
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relying on the chains to expand their
reach, especially to the DIY customer
whtn regularly visits the performance
jobber or ratailer but could be lured to
a superstore, For manufacturers in the
performance market, the draw of the
volume gensraled by the ralail chains
iz exactly the same as for manufac-
turers in the traditional paris after-
markeal. Lower prices can be offset with
additional saleg ancd turms.

Despite the growth ol the regianal
and national automctive parts retallers
in the past decads, they have not
escaped the current trend of industry
conzolidation. It seems that every week
another chain has merged with or been
purchased Dy 8 compaling rEtFﬂllng
chain

Why is consolidation taking piace
when it seems that these retail chains
are the hot thing in the market? |t is fair
o say thera are some underiving
factors driving the phenomenan, First is
a changed automative market, For
yvears the autormoblle was capable of
Baing senviced by almost anyona who
wanted to change ol and hillers,
change the plugs and do other routine
iterns. A basic set of hand tools alicwad
g car owner 10 do thesa lasks. The
advent of electronic control syslems,
front-wheel drive and emissions
contrals, plus an aging and more
allluant DIY cusiomer base, has shown
that the automotive market itself has
undergone & significant change. and is
still in the process of redefining itsealf.

Second, to be profitable, compa-
nies must grow. Growth can be gener-
atad internally by entering new markeis
or expanding in markets where thers is
already a presance by building new
siores. Then there is the aiternative,
growth by acouisition

Internal growth |s relatively siow and
expensive when compared 10 acquisi-
fion, It takes time to acquire real estate
abtain the necessary permiis, build,
snuip, staff and stock a stora, and then
build the customer base in a markel
that is probably competitive to star
with, Acquisition provides facilities
already in place, an on-site staff and an
astablished customer base,

DIFM—The Mext Generation
The issue of the changs fram DIY 1o
DIFM {do-lt-for-me) has been a much

mora difficult challenge for automaotive
rgtail chaing, The aither stagnancy or
slow decling of tha DIY market
(depending upon who's offering the
opinion) has ieft the retail chains trying
te cops wilh an aulomaolive market in
which owners would rather take the car
of truck 1o 8 senice center. The guy

who changed his own oll and plugs a
few vaars ago is older, and his income
level has risen while his time has
become more precious. It's easgier for
nim te drop the car off at 3 quick-lube
franchigs than it is to do it himself. An
additional factor is the underhood
complexity of today's computer-
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controliad vehiclas, to say nothing of
tha tight enging comparimenis fhat
fequire specialized tools to perfarm
praviously straightforward tasks.

Te adapt, chain stares ara aither
olfaring in-house sarvice centars or are
attarmpting to take on functions formerly
handied by & redistributing joboer—
supplying reeded componants to the

sarvice centers or garages, To date
these sfforts have met with mixed
succass, particularly in attempting to
establish refationships with the nstalier
rmarket. Whila the expanss of adding
seryice bays would appear o be a
drawback on the surface, it may pay off
in the long run, because many
consumers seem o prater a one-stop
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approach. The attempt af servioing the
installer market (in comgeatition with the
jobber) has faced some larger prob-
lerms. Some retallers altempted pilot
programs, and then withdrew when it
was discoverad thal margins and
stocking leveis had to be changed
Cithers hawve not withdrawn, but are
making adjustmeants o their Installer-
sarvica programs o imprave their
compstitive pasilions,

How Will the Megastores Fit into the
Performance/Specialty Aftermarket?
The smart bet seems o be wilh
easy-to-display aooesssory products for

both cars and trucks, Addilicnally,
products are boxed and can be placed
an shelving bahind he counter (in a
compact fgahion). However, thera must
be colarful, self-merchandising pack-
aging, there must be demand for the
product, it must be competitivaly priced
and have some brand-names aware-
negs. The compstition for tight shell
space may limil some products o
special-order status, and thal may
antail 2- or 3-day deilivery aswell as' a
surcharge. Large and bufky items such
as tubular stee! products, running
boards, etc., will be carried by the
megasiores, but most likely only as.a
special-order item or as part of a
special promotion.

But even the automotive megas-
tores are facing Increased competition
from mail order and the giant general
consumer mass merchandisers such
as KMart, Wal-Mart and cthers, The
rmass merchandisars may have a
limitad amount of automotive tams, but
they are cartalnly price compaeatitive,
and many offer installation sarvices

Thera s no guestion that the auto-
motive megastora chains will be a part
of the altermarket in tha future. |t does
appear therg will be fawer chains,
bigger siores and that these retallers,
Including specialty stores (import
performance, etc, ). will become & maore
mporant gart of the auto parts and
accassones landscape. =

Steve Cole is the owner of In-Motion
Communicalions (3300F22-0727), a
Medina. Chio-based company speciai-
izing in automotive soverbising, public
reighons and edgitonal services
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