0

By John Hammond
Editor

] PR ¥ X “
he hardware ind ustry stands at v
the brink of anp electronic Hin
revolution, not in the midst of one as

might seem the case upon first | " '
inspection. i

Despite the widespread use of
point-of-sale terminals, the virtual
adoption of electronic order entry
systems and the acceptance of
computerized accounts receivable.
computer technology has beenapplied
in only a most basic manner.

In fact, its potential and needed
disciplines are little understood by
most retailers and there is little
standardization or concensus at
wholesale on just what path will be
pursued.

There 1s overwhelming agreement,
however, that hardware stores, home
centers and lumber dealers need a
management information system
which allows them to analyze and
control their businesses and to planfor
the future.

For a revolutionary change to
sweep an industry, the right sets of
conditions must exist at a given point
in time and then some catalyst must be
added to set the reaction in motion.

Electronic data processing (EDP)
has been widespread in this industry
for over a decade. HARDWARE
RETAILING published a 64-page
state-of-the-art report called, “The
Computer Age in Merchandising™ in
1968. It helped sow the seeds of this
revolution.
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Electronic Revolution

However, it is only now, at the
beginning of the 198().\‘ that zl.ll
conditions are righf for the mme
rapid development of computer usage
at retail!

The Conditions of Revolution

Computer technology today far
outstrips the dealer’s ability to handle
it. That has been the case for some
time. A more recent development 1s
that most million dollar hardware,
home center and lumber/building
material dealers are now able to pay
for more computer technology than
they can handle. Many would agree
that figure should be lowered to
include $500,000 retailers.

As one systems analyst explained
it: “If the rolling equipment in a retail
lumberyard followed the same
technological computer advances as
the back office accounting system, a
flat bed truck would cost $1,000,
weigh about 200 pounds, get 100
miles to a gallon of gas and load
enough material to build an entire
shopping center on one trip.”

Finally, there’s the matter of
industry support and leadership.

Wholesalers have spent a decade
or more developing and refining their
own computer programs and are now
in a position to play a strong
supporting role by providing direct
computer services to dealers using
their giant mainframe units or by
helping them develop their own in-
store systems.

Hardware associations have
likewise been offering direct services
to dealers for nearly a decade and
Some are now in a position to put in-
store systems to work in member
stores or to assist dealers in making
the right equipment decisions.

What's Been Done?

With allthalavailabletcchnology
and support at an affordable price,
what has been done with it to date at
retail? The answer . . . not as much as
you might think,

[n an industry survey of 379
retailers, it was found that halfhad no
inventory classification system at all,
They track everything by one
department . . | the store.

Of the remaining half,909% receive
depanmcntal data, but only 179
break Inventory data down to the
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general merchandise product
classification level and 18% track
inventory at item level. A detailed
report of the level of retail uummution
in use today is presented in the
following article. Clearly, computer
technology has notrevolutionized the
manner in which this industry
controls its inventory . . . yet!

It should be no cause for alarm,

however. K mart, the nation’s second
largest retailer, is still struggling with
the matter and has yet to adopt a
computerized inventory control
system.
" However, the seeds are in place.
Major wholesalers committed to
retail computer services report that
over 60% of their dealers are using at
least one wholesaler-provided
computer service.

HR’s survey supports this. Its
results indicate that 419 of all dealers
surveyed used their wholesaler for at
least one data processing function.
They also use service bureaus, in-
house computers and trade
associations as sources for EDP.

Automated electronic order entry
has become a way of life in many
retailer-wholesaler relationships with
some distributors reporting as much
as 90% of their out-of-warehouse,
non-show orders coming in
electronically.

A number of wholesalers have
agreements in place with outside
computer firms to provide complete
in-store hardware and software
packages for the handful of dealers
now ready to consider their own
computer system.

The net result is a retail industry

that is widely exposed to computer
applications and using them very
selectively on an across-the-board
basis, with accounts receivable, some
type of sales analysis and payroll
being the most popular applications,
according to survey results.
i Nevertheless, it has been the
initiative and expertise of the dealer’s
wholesaler and hardware association
that have been responsible for the
bulk of what has been accomplished.
Wnlh a handful of notableexceptions,
retailers have played a passive role,

With cost-justifiable technology
available now, why isn’t this industry
further down the road and how fast is
it likely to automate?
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Levels of Inventory Control
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Total | Hardware
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TABLE EXPLANATION: 50.3 percent of the (espondents used an inventory classification system of some sort. Of the
181 who reported using a system, 90.1 percent classified their inventory at the department level.

Dealer Education

The only barrier holding back the
full flood of revolutionary change is
the dealers’ ability to assimilate it.

Every one of the over 20
wholesalers interviewed in the
process of preparing this section
stressed dealer education as the great
need.

Wholesalers and hardware
associations with more sophisticated
systems for retailers agree without
reservation that dealer education is
the first need.

The need is intense and the
technology exists to meet the need.
Dealers must learn how to realize the
full potential of this powerful tool.

It is to that purpose this issue s
devoted.

Action Workbook

Throughout these 24 pages. HR
offers dealers a report on the state of
the industry . . . what’s available
today. It provides a recommended
step-by-step, common sense
approach to putting computer

technology to work in your store.
Finally, it offers a glimpse into the
future. Not the kind of future that
begins . . . “Someday . . ..” but rather
a realistic look at what is likely to
happen within the next 5 years.

It's true that “Someday .
telecommunications directly between
wholesalers and retailers through the
use of fiber optics and satellite
communications technologies may be
available. “Someday .. ." a low-cost,
in-store display tube with bubble
memory and linked to a wholesaler’s
computer will be possible. A
computer network linking
manufacturers and retailers with
wholesalers may also come to pass
within this decade. The technology is
not blue sky and will surely come.

However, we must first deal with
the reality that half the retailersin this
industry still track inventory by one
department ... thestore,and thatover
800 are unable to track it beyond
basic department level.

It is from that base we shall move
forward in this section. )

s

+/ARDWARE RETAILING, October, 1980 O 57




