Monday, 19 October 2009

PROPOSAL TO THE GENERAL MANAGER OF BUYING GROUP – VISIT OCTOBER 2009

Patrick Robinson

Chadstone Store 3206

Categories 7662, 7646, 7620, 7426

Prepared & written by Brett Mattingley (Sales Assistant) on behalf of Rhonda Astle (Group Sales Manager).

Cc: Lyn James (Chadstone Store Manager).

Overview

The Chadstone Shopping Centre is uniquely positioned in terms of brand (“The Fashion Capital”) and demography (middle of the AB demographic belt of Melbourne). 

The Chadstone Shopping Centre is in direct competition with the Melbourne CBD and growth/development has been on going since the late 1980’s for both precincts. In the last financial year, 2008 – 2009, The Chadstone Shopping Centres’ sales declined by approximately $1 Billion due to a tough economic climate and a major redevelopment program. This has impacted on the David Jones Store, as reflected in the downward adjustments of the stores budgets.

The redevelopment of the David Jones car park and the exclusive upmarket stores outside of the ground level of David Jones’ entrance will be completed by Mid November 2009.

The consumer sentiment Index is rising and business confidence is rising also, although cautiously. Economic growth predicted to be at trend levels of 3% by early 2011.




Challenges/Threats

Economic

Underlying inflation predicted to rise to 3% by early 2011.

Interest rates predicted to rise to 5% by early 2011.

Unemployment to peak in the middle of 2010.

Increased taxes, direct and indirect, to pay off government debt.

Easing back of government stimulus.

Expected dip in the economy in 2012.

Direct

National Australia Bank dropping fees and charges on certain credit card accounts as they chase market share. This may impact the credit card market therefore impacting on the David Jones/American Express card.

G.U.D (owner of Sunbeam) making a full takeover offer for Breville which if successful could impact the terms of trade agreement with David Jones. This takeover depends on the investment in Breville by Premier Investments and Soloman Lew who have a combined stake of 30%.

Recommendations

To segment and define primary and secondary target markets in the department’s categories and sub categories to help with layout and Visual Merchandising.

To cut back on the over supply of stock in low-end products.

To reduce low-end product range by certain suppliers and replace with brands that is more reliable and has more potential for growth.

Increase High-end branded products that align themselves with the David Jones strategy of brands, brands, and more brands.

Smaller but more frequent supply of stock of high-end products.

Advertising in the Melbourne and Sydney markets is a dual paper buy. The News Ltd papers are used on a Tuesday because of the higher profile of household income above $70k and professional/managers etc as well as helping spread the business throughout the week. Fairfax newspapers are used later in the week on traditional retail advertising days. 

As they are two totally different markets with little overlap there should be slight segmentation in the pictures used E.G. High-end coffee machine in Fairfax newspapers and middle-end juicer in the herald sun. The cost increase would be minimal, as the creative and structural design would not change only a picture or two.

This would help with the David Jones strategy of targeting brands to the consumer.

Instant Rewards could be extended to include exclusive to the David Jones/American Express card holders bonus points for certain products. This would also help in the take up of the card.

With an expected increase of business for the Chadstone store and City store over the next 9 months and the opening of new stores in Melbourne over the next couple of years the single distribution centre as well as un-refurbished stores in terms of reserve space and docks will have space requirement difficulties. Either smaller more frequent supply of stock to stores would be required or a larger or second distribution centre would be required the later depended on the ratio of sales volume increase to the cost of doing business.

The I.T. systems need to be extended to show a more accurate level of stock and Automatic Stock Replenishment as well as debits and work orders. All systems need to be able to talk to each other. As the system is Java (text) based using the Sun Oracle program, updates or “tweaking” should be reasonably easy.  
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           $25,895           $5,508        $6,436       $2,440          $3,034
  $4,815        $1,443     $1,407


Asko dishwashers are slightly down from corresponding period last year mainly due to the manufacturer discontinuing many models. They have introduced a “Premium” range, to compete with Miele and Bosch’s premium range, of which David Jones does not have access to Asko’s premium range. 

         Opportunity: to participate in their premium range to increase figures for this brand – there has been minimal enquiry from customers.

Bosch dishwashers have upgraded their range and made the products more efficient and quieter than any other brand on the market and they are well priced. We have only one white base model on display and most sales have occurred by utilising the brands brochures. 

         Recommendation: to display a wider range of this new product line.

Fisher & Paykel dishwashers increase is off a low base and is solely sales of the double draw models. 

         Recommendation: to not display any other models apart from the double draw as the low end products do not sell and our competitors sell at more heavily discounted prices than we can or are prepared to offer. 

LG the figures are totally microwave driven. Their branding is considered weak and unreliable. 

         Recommendation: to not display any dishwashers as they do not sell: to only have one 25 litre, one 32 litre and the dome convection microwave on display.

Panasonic microwaves sales are down due to underestimation by manufacturer of the market place demand, in some models there has been up to a 2-month waiting period for stock. This is a highly sort after brand by customers.


Recommendation: to display one white and stainless steel in each of the 25 litres, 32 litres models and also one microwave/convection oven in the 32 and 45 litres models.

Sharp microwaves are down due to the same reasons as Panasonic. 

           Recommendation: same as Panasonic.

Smeg: microwaves sales are down as they are considered an over priced premium product and sales are depended upon advertised discounts. This may alter as the market picks up. Recommendation: leave as is – one model on display.
NB: We have recently taken deliver of a Delonghi dishwasher for display purposes. 


Recommendation: waste of highly needed floor space, sell off the floor. We do not need more low-end market dishwashers, which have little value or appeal to our customers or our business.
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     $67,4900 *    $10,370        $28,117                $4,561                  $7,791            $10,898

*N.B Whirlpool (re-ranged) $1,877 not shown but included in Group Total.

Electrolux sales are up due to sales of the side-by-side ice/water and four door fridge models. Sales have been dependent on heavily advertised discounts. As most of their fridges are manufactured in Australia this has also helped. 

         Recommendation: Keep display models up to date as new models have been on the market for the past 2 months.

Fisher and Paykel sales are down due to their products being priced above competitors without any real perceivable difference in quality as well as being less efficient. Also with the government grant for first homebuyers this has seen the smaller fridges being purchased, as it is young couples making these cheaper purchases. Fisher and Paykel has the largest range of fridges of our suppliers and their has been strong competition from Westinghouse with new models out earlier this year: Their has been problems with the supplier underestimating demand therefore lost sales due to long lead times (4 – 6 weeks) in some cases. They are Australian/NZ made products but manufacturing will shift to China sometime in 2010.

        Recommendation: to display more of their bottom mount white model range in the middle capacity market (360 – 440 litres).

LG sales are down as our display stock is out of date and there is little demand for this brand. Our competitors sell at heavily discounted prices and LG’s branding is considered weak and unreliable.


Recommendation: to only have one double door ice/water, large capacity (700 litres plus) model on display as LG make the biggest capacity fridge than our other suppliers.

Transtherm/Vintec the wine fridges are considered a growth market and perfectly aligned to our customers. A very good product priced well when comparing to Leibher.

         Recommendation: Increase floor stock as the smaller models can be stacked.

NB: We have recently taken deliver of a Delonghi wine fridge for display purposes. 


Recommendation: waste of highly needed floor space, sell off the floor. We do not need a low-end market wine fridge that hasn’t built a reputation in the market, which has little value or appeal to our customers or our business.

Westinghouse sales have increased at the expense of Fisher & Paykel due to new models coming out and they are a cheaper alternative with better efficiency as well as being made in Australia. Their has been problems with the supplier underestimating demand therefore lost sales due to long lead times (4 – 6 weeks) in some cases. We have only a couple of floor models, which also hinder sales growth.

         Recommendation: Increase floor stock models.

NB: we have recently re-range whirlpool as a low-end brand. Sales have been 2 units.
         Recommendation: do not display any more models other than the one we already have as Fisher & Paykel can cover this end of the market if we display F & P’s smaller volume white fridges. Also Whirlpool out source their warranty claims to a separate company, which can be, at times, a terrible experience for the customer if there is a problem within the warranty period

         (see attached sheet).

Competitors: Harvey Norman, Clive Peters, E & S Trading, Myer, The Good Guys
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Black & Decker is a good result in a tough market category. This result is due to the 14 and 16 volt Pivot Nose Dust Busters. This result could have been significantly better had we had a continual supply of these two products, rather than plentiful stock of the non-performing 7 volt model.

         Recommendation: Increased supply of the Pivot Nose Dust Busters on a more regular basis.

         We do not need low-end market dust busters, as the Electrolux 12 volt model can fill this gap. The very low voltage product has little value or appeal to our customers or our business.

Dyson is a disappointing result! There are various reasons for this; they have increased their prices considerable under the guise of new products. The base model has gone from $499 to $629 with no real improvements apart from a lightweight extendable handle and they have dropped the hard floor tool and slim line carpet head for a one head carpet and floorboard tool. They have gambled on maximising margins without genuine improvements to their product. Miele has picked up on this and have kept their price increase to a minimum. Also a couple of Dyson’s middle range products are to close in features yet $100 plus price difference.


We have also been over supplied with the base upright DC14 model, which has proven to be hard to move. The new motorized head dust buster is very popular but we lack consistent stock levels and frequency of supply. 

        Recommendation: to have a clearance of the DC14 model (Boxing Day Promotion?). Increase stock levels and frequency of supply of the motorized head dust buster.

Electrolux sales have fallen due to no stock levels at all of vacuum cleaners. Figures are totally made up of the stick dust buster and 12-volt dust buster.

        Recommendation: Stocking of a low-end market product around the $200 - $300 mark to compete against Myer’s Nilfisk and Pirahna brands. Only small stock levels are needed, as there is middle level demand. Keep up supply of the portable stick dust buster, which is a reasonable seller.

Miele is a good result although this time last year they were losing substantial market share to Dyson and we had very low levels of stock. As mentioned they have kept their price increase to a minimum as well as deleting models and introducing new models. Stock levels have improved considerably. FJM and GN bags are a good component in sales volume terms

         Recommendation: Steady as she goes! Keeping stock levels of the Bags up to date.

Competitors: Harvey Norman, Clive Peters, Godfreys, Myer, The Good Guys
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             Total     Breville  Delongi  Jura       Jura**   Kenwood  K/Aid  K/Aid** L/Star   M/Mix   M/Rich  Track*   Philips  S/Beam   Tefal    Braun   C/Art

$343.2k  $70,6k $48k  $9.9k   $32.9k   $24.9k  $15.5k $20k   $8.1k   $7.1k   $7.5k  $27.5k  $30.9k $35.7k $8.1k $16.5 $11.4k

NB:  Bamix not shown but included in-group total ($2,242 – 6.5% increase).


AeroGarden not shown but include in-group total ($240.09 – 89.14% decrease).


Track* - Items ordered and put thru as track/categories.


Jura** - Estimate of percentage of Track* plus Jura combined (products under track* are S9 & C9).


K/Aid** - Estimate of percentage of Track* plus K/Aid combined (products under track* include specific item colours and spare parts).

Breville great result with potential to improve. The result has been influenced, in part, by the terms of trade agreement (disagreement) with Sunbeam. We have been over supplied with low-end product which is difficult to move E.G Power Max Blenders Ricemaster rice cookers

Recommendation: To stock more high-end product I.E. the professional /commercial range which will differentiate us from our competitors and when ordered in small but frequent quantities has proved to sell very quickly. Do not over order low-end products, it is important to have that ranged, but it is not our prime market and there is no margin in it.

Delonghi great result mainly due to the Delongi/Nespresso  pod coffee machines. The high-end ESAM coffee machines have also given us a point of difference from Myer.

Recommendation: Delete their range of toasters and kettles as these can be replaced by better brands such as Morphy Richards. There are high return rates on these items.

Jura this is a remarkable result when looking at the Jura** figure and there is quite a lot of potential still there as a proposal for an awareness advertising campaign has been presented to the C.E.O of Jura Australia (proposal herewith). Jura’s market share is increasing at the expense of Saeco, which is a major contributor to the Myer Small Appliances department.

         Recommendation: ranging of the S9 coffee machine. Keeping up stock levels of the filters and cleaning tablets. Closer buyer/supplier business partnership.

Kenwood slightly disappointing result. Problems have occurred with certain product stock levels being infrequent or not at all. The hand blenders have been out of stock for a couple of months and are a high-end product that sells well. Kmix stock has been spasmodic and was successful late last year and early this year as it was discounted while its direct competitor, Kitchen Aid, had a $100 price increase to $799. Cuisinart, Morphy Richards and Magimix have also impacted on Kenwood’s sales.

         Recommendation: Delete the range of toasters, as the stock doesn’t move replace with other brands. Keep stock levels up of High-end products such as the Kmix and hand blenders.

Kitchen Aid a disappointing result partly due to very low stock levels and the impact of the $100 price increase to $799 for the Artisan mixers as well as other product price increases. We haven’t had stock of the food processor for months, not even a display model. The recent drop in price for most of their products, because of the rising $Aus against the $US, will help as soon as the consumer is made aware. There has also been increased competition by Magimix in the food processor products.

         Recommendation: Keeping stock levels constant especially in the popular Red, Almond Cream, White and Black colours. Advertising the drop in price or getting Peter McInnes to.

Laura Star the result is not surprising, as Perma Seal have increased the selling of their products direct to the consumer at discounted prices from the retailer. They have also had a substantial price increase by up to 20%. The back up services at Perma Seal is terrible and unco-operative. They have also had increased competition from Delonghi and Phillips.

         Recommendation: status quo. Try to negotiate better terms of trade.

Magimix/Bamix under performing in relation to the potential. These are High-end brands with good margins that are quite desirable to our customers yet we have problems with low stock levels or no stock at all. When we have stock of kettles, toasters and bamix they sell.

         Recommendation: Stock small quantities but on a frequent basis.

Morphy Richards steady result that has potential to grow. Better warranties than competitors with some classy designs. Strengths are in kettles and toasters.

         Recommendation: widen their range of kettles. Keep supply frequent.

Philips good result with good potential. Increase partly due to fathers day stock levels of shavers being adequate compared to last year. The steam stations have preformed quite well and scope for improvement, as a new product is available late October.

        Their irons are clearly the market leader within David Jones Chadstone store.         

        Way over supplied in the low-end one-blade shavers.

        Recommendation: steady as she goes. Making sure stock levels of the steam stations, Arcitec shaver ranges are adequate and consistent. Reduce stock levels of cheap one-blade shavers, as they don’t sell well.

Sunbeam expected result as we have had a lack of stock of their Café Series range and too much low-end stock that doesn’t move E.G. fry pans (Banquet and classic). Their irons have a high percentage of returns, as does most of their low-end product I.E toasters, kettles. Their electric blankets seem to have inherent problems with the microchip in the controllers.

        Recommendation: Reduce the range of low-end kettles, toasters and increase the stock levels of their Café Series range. More frequent stock drops.

Tefal slight increase on last year. Stock levels of irons has been disappointing resulting in lost sales. Very little stock of their high end rice/slow cookers combination.Low sales of their bread maker. 

         Recommendation: Broaden stock levels of their whole range of irons not just a couple.

Braun good result on last year due to decent stock levels of shavers on father’s day as compared to last year. New product range has also helped. Lack of stock in the high-end toothbrushes has resulted in lost sales. Spare parts of shaver blades and cutters is almost non-existant.

         Recommendation: Lift levels of stock in the high-end toothbrushes as well as the shaver’s spare parts.

Cuisinart good result due to extended product range. Potential to grow further.

          Recommendation: Increase product range. Ensure stock levels of digital slow cookers, toasters, and kettles are more frequent.

NB: Over supply of Homedics massage pillows, Kenwood Virtu and Response Toasters and Aerogarden all of which are extremely slow moving.

Competitors: Harvey Norman, Clive Peters, Shaver Shop, Matchbox, Minimax, Myer,        



   The Good Guys

 NB: the advertising by the two major supermarket chains (eat at home) and the economic conditions has helped the growth in the small appliance segment. E.G Coles’ “Feed the family for under $10”.
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N.B Whirlpool re – ranged $ 3,215






N.B  LG  - $2582 - 63.43% down (forgot to graph ()

Asko  has been a great result in a difficult market. Growth is due to new product and up selling from less expensive brands due to good discounts. Plus we have the whole range on the floor. Sales have been taken from Miele because of three price increases this year, while Asko have only had the one price increase. Asko also has unique features in their washing machines that no other supplier has. 

         Recommendations: to participate in their premium range, which David Jones don’t range, to increase figures for this brand – there has been minimal enquiry from customers.

Bosch is a disappointing result as they have upgraded their range and they are well priced and a reliable product. The problem has been that we have only had the base model on the floor and most sales have occurred by utilising the brands brochures. 

         Recommendation: to display a wider range of this new product line. Also to range their premium brands as only the city store does.

Electrolux is a good result as we have had some of the new models on the floor, although we received two of the same models for display. Electrolux is a good alternative when compared to Bosch and their top of the range 8kg machine is the most efficient, with top features, on the market even compared to smaller capacity machines. Their 6kg dryer is a reasonable seller.
         Recommendation: Need to display the top 8kg front loader model as well as the new washer/dryer combined model.

Fisher & Paykel expected result as their front loaders are considered in the low-end of the market. Most sales occur in their top loader Aqua Smart Series and their dryers, which is pleasing as we haven’t had a F & P dryer on display for over 8 months.

Recommendation: Need to display their sensor dryer. 

Simpson predictable result as we have not had one of their products on display. Only just got a dryer on display the other day.

         Recommendation: Add one medium size top loader to display to give an alternative to F & P.
LG Electronics this brand takes a hammering from low-end electrolux and Bosch products. We have also re-ranged whirlpool which will compete with LG. There is low brand appeal with LG and our competitors discount at rates we cannot match.

         Recommendation: Get rid of all LG front loaders and only display one 8kg washer/dryer combination model.
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Profiles of Stores By Trading Name - Melbourne

Morgan Research March 2007



Melbourne population average of people - aged under 35 is 37.1%  - Aged 25 – 49 is 45%

Melbourne population average of ABC’s is 46.5%

NB: These figures are 2 ½ years old and won’t reflect Myers move downwards to a middle market position.
Suggested awareness campaign for Jura Australia

1: Utilise the lift out sections of the Age to build reach & frequency in the target     market.

(The Age builds cost effective reach throughout the week due to these lift out sections)

1a: Tuesday’s Epicure (Culinary Audience)

1b: Friday’s Entertainment Guide E.G. (Younger Audience)

1c: Saturday’s A2 (Culture & Life Audience)

1d: Sunday’s Sport Lift out (Male Audience)

2: Campaign should run a minimum 3 weeks to achieve as close as possible to a 60% reach with a 3 plus frequency. This is considered a cost effective reach & frequency by a lot of advertising agencies. To increase above this becomes proportionately more expensive for little gain.

(Due to the readership loyalty of The Age plus the lift out’s readership loyalty frequency is built cost effectively)

2a: Try to get a frequency distribution that starts high and levels out before climbing. This indicates a successful loyalty branding or awareness campaign (Example graphs herewith).

3: Timing of the campaign could coincide with the 2010 Australian Open in January.

3a: Heightened awareness of Jura’s brand personality Rodger Federa.

3b: Higher chance of recognition and brand tie up between Jura and Federa.

3c: More likely to get solus positioning within the sections of the newspaper at this time of            

      year because of reduced advertising volumes in newspapers.

3d: More likelihood of reduced rates as per 3c. 

3e: In general, a more relaxed & longer readership due to the holiday period, 

      therefore an increased call to action and greater awareness..

3f: Coincides with the retailer’s end of year sales period throughout January

4: Suggested size of adverts: - 6cm x 7col (Visual mock ups herewith)

4a: Adverts could be a combination of colour and black & white as per samples 

      herewith.
4b: approximate cost of 1 x 4 strips x 3 weeks insertions = $31,000 (Based on casual rates

      mono 6cm x 7col)

4c: If costs need to be reduced a format of 4cm x 7col could be used (which I

      think is more in line with the modular format The Age uses in their sections).

      Approximate cost of 1 x 4 x 3 insertions = $21,000 (Based on casual rates

      mono 4cm x 7col). NB: Although this may affect design and visual impact?

5: Could be used in The Sydney Morning Herald as well, although this is a more expensive market and The Australian Open is a Melbourne sporting icon. Combined market equates to nearly 60% of the Australian market. Other states could follow depending on success of campaign.

 Source: Roy Morgan Research, March 2007





STORES PURCHASED FROM IN THE LAST 4 WEEKS           MELBOURNE
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