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PAINT SUPPLIES AND LOCATION: EXAMINING ICI

Abstract. How important is location to an international retailer? Not just any retailer but the
second largest paint retailer in the world.

Imperial Chemical Industries (ICI) was a British chemical company and was at one stage the
largest manufacturer in Britain. Formed from the merger of several leading British chemical com-
panies in 1926, ICI makes paints and speciality products, including food ingredients, speciality pol-
ymers, electronic materials, fragrances and flavourings. ICI paints purchased the Cleveland Ohio-
based Glidden Coatings & Resins (Glidden Paint Company) in 1986 for USD$580 million. The ad-
dition of Glidden to ICI's North American operations more than doubled that subsidiary's annual
sales to 83 billion and increased ICI's corporate presence in the United States dramatically.

A decline in paint and solvent consumption during the 2000 decade slowed the average
growth of the paint industry to about 2% annually. Rauch Associates, the leading US paint analyst
firm, predicted near-term growth to slow even further to 1.2% per annum.

Through the 1990°s and early 2000’s Glidden paint was sold only through Glidden-badged paint
stores and smaller retailers under licence, developing a strong identifiable brand and reputation.

How were potential Glidden retail paint store locations chosen across America to enable and
support this market growth? This paper investigates the real process that was developed and ap-
plied to construct a national network of retail outlets across the United States. It also highlights the
change in direction that occurred at ICI paints culminating in its eventual acquisition by AkzoNobel
in 2008 who immediately sold parts of ICI to Henkel, and integrated ICI's remaining operations
within its existing organisation. This sale and the associated corporate restructure caused consid-
erable change in marketing directions allowing for the first time the selling of Glidden paint prod-
ucts to mass market centres such as Home Depot.

This change in marketing strategy caused the traditional Glidden retail store network to de-
cline to about 420 stores nation-wide, with the subsequent effect that ICI (Glidden) gave up some of
its profit margin to third-partner retailers in exchange for higher sales volume.

Key words: optimal store location, geographic data, GIS, demographic analysis.

Overview. How do you rescue a global brand with billions that is struggling in the largest
consumer market in the world? The industry in question is the United States commercial and con-
sumer paint market worth $10 billion annually and the company in question is ICI paints.

ICI paints could not answer four fundamental questions regarding the American Paint market
with any level of confidence. The questions included:

1. How large is the US paint market?

2. What is the ICI market share in residential, commercial and industrial market?

3. Are the ICI current stores in the right locations?
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4. Does ICI have adequate store coverage to service the entire American paint market?

ICI paints from the United Kingdom bought the legendary Glidden paint company in Cleve-
land Ohio in 1986. Glidden was the second largest paint manufacturer in North America at the time
of purchase.

ICI wanted to optimize its American retail store network which encompassed over 500 retail
outlets in all 50 US states.

A consulting firm that specialized in retail distribution was contracted by ICI to undertake the
massive job. The firm that was chosen to do the job was the Australian based IF Consulting. The
project which was given the code name of SLS (i.e. standing for Store Location System) com-
menced in May 1999 and was completed in May 2000. The challenge was simple. Stop a $400 mil-
lion a year loss in retail sales resulting from a poor retail network and make it profitable or close the
retail network resulting in thousands of lost jobs throughout the United States. The challenge was
daunting. The story of the turnaround begins.

Introduction. To undertake a job like this you need specialists and a team to do the work. For
this job the five specialists came from Australia, Japan, Hong Kong, New Zealand, Canada and the
US each with unique skills ranging from Geographic Information Systems specialists, financial
modellers, project management specialists, retail specialists and report writing specialists.

The goal was to produce a system that could be operated by ICI employees in house at ICI
headquarters in Cleveland This parameter raises several questions including:

e How would the system run and on what platform?

What software would be needed?

What data would the system use?

What outputs would the system produce? and

What staff training would be need to operating the system?

Selected Computer System and project software packages. For ease of use the system had
to be PC based and run on a Widows based operating system. This criteria allowed for a wide varie-
ty of GIS and financial modelling software packages to be considered for selection as project tools.

The criteria that was used to select software packages revolved around the following criteria:

e Commercial availability;

e Reputation and software functionality;

e Ease of use and learning curve; and

e Available software training

Using these criteria the GIS selected was Maplnfo and the financial modelling software was
The Decision Suite by the Palisade Corporation.

What data would you require to do the job and more importantly where to start on a
project like this?

The first item on the agenda was to develop a process of what one wanted the «system» to do.
That sounds easy but required to map out the entire commercial and retail paint buying process in
the US including;

e The purchase drivers and repainting rates (interior and exterior) for all commercial and res-
idential markets in the US;

e I[dentification of and composition by building type (interior and exterior) as to the value of
the US commercial paint market by individual market;

e Establishing what the ICI and competitors market share was in each retail paint market in
the US.

e The retail store location siting processes used by ICI and their competitors;

e The identification of demographic and industry data that would be need to provided an-
swers to improve store locations analysis.



The Project Methodology. The project methodology involved a series of processes including:

Task 1 Determining Market size

1. Determining the total dollar value of the US paint industry and its three components (resi-
dential, commercial and industrial paint sales).

2. Rank the various metropolitan paint market locations.

3. Identify, Locate, Map and determine market share for the major paint companies in the
United States.

4. Determine the Net Present Value (NPV) for each Metropolitan paint market.

Task 2 Location (Painters, Paint Job Areas, ICI Stores, Competition Stores)

1. Drive time Analysis of current stores.

2. Identify and Analyse Professional Painters across the United States.

3. Develop Professional Painters Database.

4. Drive time Analysis of professional painters.

5. Identify and map all paint job areas by block area group across Metropolitan paint markets.

Task 3 Optimal Store Location

1. Competition analysis.

2. Develop site selection criteria.

3. Identify Potential new ICI Site Analysis.

4. Identify and Map Current ICI Paint Stores across the United States.

5. Do an ICI store network analysis.

6. Do a Financial Analysis of the existing and proposed new stores.

7. Establish which new stores to open and which stores to close that are not profitable.

Task

1 Determining the Size of the US Paint Market

The first step in determining the size and extent of the American paint market involved the
sourcing of numerous digital US census files and maps. The process is shown in Fig. 1.
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Data preparation involved loading all the various data into MapInfo and an Access database and
geocoding residential paint data into each block groups across the United States. At this time it’s worth
defining some of the key US demographics terms. The three most relevant terms are shown in Fig. 2.
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Fig. 2. Key Geographic Terms

The Block Group is the principal geographic reporting area for statistics in the United States
and is the principal geographic area that was used for the Store Location System. Key statistics that
were captured at the Block level that were critical for this project are shown in Fig. 3.

The Role Geographic Data is Critical to providing Answers &,

Whorldly

Demographic Data by Block Group:

-Population -Households -Ethnicity
-Area -fAge Frofile -Occupations
-Fer Capita Income -Avg. Household Income -Median Income

* Paint Qutlets by Primary NASIC Code: Paint & Wallpaper (44412), Home Centers
(44411) and Hardware Stores (44413)
sincludes Name, Address, phone, # Employees and Sales

Paint Expenditura Data:
= Average Household Paint Expendilure Data by Bleck Group
+ US Census Figures for Paint Purchases by Paint Contractors

Fig. 3. Critical data used in this ICI Project
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Once the initial geographic data was loaded into the GIS the question was what to do with it?

Demographic Analysis

Demographic analysis was performed on both the residential and commercial in the United
States. The residential demographic analysis consisted of 7 steps as illustrated in Fig. 4.

A portion of the greater Seattle block group area and the entire Seattle MSA boundary area is
shown in Fig. 4.

Determine the size of the Residential Market ocedm
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Step 1: Take Residential paint expenditure data, and Geocode to
Block Group.

Step 2: Import Average Household Expenditure by Block Group
data into Access Database

Step 3: Multiply Average Household Expenditure by number of
households in Block Group = Total Residential Expenditure

Step 4: Multiple Total Residential Expenditure by Simmons Average
Repaint Rate = Yeary Residential Paint Expenditure

Step 5: Aggregate values to County and MSAs Level

Fig. 4. Residential Demographic Paint Analysis

The residential analysis consists of 5 steps as shown in Figure 4. The commercial demograph-
ic analysis consisted of 3 steps as illustrated in Figure 5.

A portion of the greater Seattle block group area and the entire Seattle MSA boundary area is
shown in Fig. 5.

In both the residential and commercial block groups results were aggregated to the MSA lev-
el. The same methodology was used to determine the residential and commercial paint expenditure
in 350 MSA metropolitan areas across the United States.

Once the demographic analysis was completed the next task was to determine how many
paint stores there were in the United States, their respective locations and estimated sales turnovers.

The locating and the tallying of the number of paint stores was a simple process. The estimat-
ing the store turnover required a series of procedures that would take the information gained from
the residential and commercial demographic analysis and apply it to each respective paint outlet in
the United States.

Those procedures included:

e Geocoding all paint stores in the United States.

e Do a drive time analysis on the paint stores using 5, 10, 15 and 20 minute timeframes.

e Geocoding all paint contractors in the United States.

e Do a drive time analysis on the painting contractors using 5, 10, 15 and 20 minute
timeframes.

Geocoding is the process of converting addresses (like a street address) into geographic coor-
dinates (like latitude and longitude), which you can use to place markers on a map, or position the
map. (Fig. 6).



Step 1: Import Professional Paint and Wallpaper Contractors
Expenditurel by state into Access Database

Step 2. Alocate Professional Paint Expenditure using the Block Group's
percentage of the state's population.

Determine the size of the Commercial Market
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Step 3: Aggregate values to County and MSAs Level

Fig. 5. Commercial/industrial Demographic Paint Analysis

Geocoding

Map the Locations of All Paint Outlets in the US
Paint Store A

3 \] 2
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Fig. 6. Geocoding All Paint Stores

Once the geocoding process was completed the United States was classified in 27 Market
classes using demographic analysis. ICI store profit and market share percentage was also calculat-

ed at this point.

The next step was to calculate the Net Present Value (NPV) for the paint sales in each of the

ICI paint stores as shown in Fig. 7.

The final product was an MSA market ranking which ranked all 350 markets as to residential
and commercial/industrial estimated sales values as shown in Fig. 6. The ranking also included the

NPV value for each ICI Store and for the 350 MSA markets.




NPV Analysis oA
Wrldy
Objective; To calculate NPV of estimaled store(s). Depol{s) and Sales Rep(s) by markel.
Calculate Estimated Sales at Maturity
Step 1: Analyze positive NPV Market Class Counties and determine which
(if any) adjacent Counties can be combined' using the Coverage
Factors® for a Store, Depot & Sales Rep
Step 2: For Counties which can be combined, calculate the combined market
demand and the welghted average of the percentage market share and
net profit assumptions.
Step 3: Calculate estimated sales at maturity for county/ combined counties by
multiplying market share % by estimated Paint Expenditure
Hoto: 1. Only adjacent countos from the same MSA can combined using coverage factors.,
2. Coverage factors determined by analyzing area, density and sales demand for Siores, Depots
and Sales Reps
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Fig. 7. NPV Value for Paint Stores
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Results for Task 1

The US paint market was estimated to a have a value in excess of $3 billion per annum with
ICI Paints having a 24% to 26% market share.

Task 2 Location (Painters, Paint Job Areas, ICI Stores, Competition Stores)
The second task involved:
1. Drive times analysis for each Block group in the United States (0—5 mins; 5—10 mins; 10—

15 mins; 15-30 mins).

2. Identify and Analyse Professional Painters across the United States.
3. Develop Professional Painters Database.
4. Drive time Analysis of professional painters (0—5 mins; 5-10 mins; 10—15 mins; 15-30

mins).

5. Identify and map all paint job areas by block area group across Metropolitan paint markets.
6. Drive time Analysis of current ICI stores (0—5 mins; 5-10 mins; 10—15 mins; 15-30 mins).
The purpose of Step 2 is to quantify the dollar value catchment area of each ICI paint store lo-

cation. Each of the components in Step 2 was done in sequential order to determine whether or not

the existing ICI stores were in the right location and whether they were at their optimum financial

performance and viability.

The Catchment area process included a series of drive times analysis for each block group and
each store. The process is shown in Fig. 9.

Map The Market : Draw Drive Time Ranges

1. Draw Drive
Time Ranges

=

2. Analyze
Professional
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Competitors

« | 3. Profile Paint
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[l

S

| 4. Profile Paint
]_1‘ Store Area (PSA)

2
Worldly
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Fig. 9. Draw Drive Times

A series of drive times (0—5 mins; 5—10 mins; 10—15 mins; 15-30 mins) for block group were

the first to be drawn (Fig. 10).

The reason for doing a drive time analysis for each block group in the 350 MSA market as-

sisted:

¢ Analysing the existing store(s) profitability.
e Performed a breakeven analysis for store opening and store relocation.
e Determined whether ICI existing store(s) should be kept relocated or closed based on their

financial performance.
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e Identified existing store(s) market coverage, network gaps and potential new sites.

An example of the block group drive time analysis is shown in Fig. 11.

Draw Drive Time Ranges ek
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Fig. 10. Block Group Drive Time Ranges
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Fig. 11. Block Group Drive Time

Step 2 was to identify quantify and analyse the number of painters per MSA area in the Unit-

ed States. All professional painter information was incorporated into a database that contained the
following information (Fig. 12).

A drive time analysis of all professional painters was undertaken to determine the maximum

11

coverage area. This process along with painter surveys and extrapolated sales data allowed the
painters to be ranked as to yearly turnover as shown in Fig. 13.




Professional Painter Key Information Werdy

After the Paint Contractor Database is finalized, we need to analyze or
summarnze the following information for each paint contractor;

I. Drive Time Ranges

ll. Paint Expenditure

I, Paint Contractor Size

V. Type of Paint Job

V. Location of Job

VI. Prafer Paint Purchase Location

Vil. Preference on Delivery vs Pickup Purchase

a2
Fig. 12. Information in the Professional Painter Database
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Analyze Professional Painter- III. Paint Contractor Size Werdy
Since paint contractor size has an impact on [C] gross margin, we classify all paint contractors into
Large, Medium and Small based on their total paint expenditure
V.
Paint ln" Large I/'_ ( :;Ed;::" Small lr’ ﬁ'l
Contractor | (>$100,000) el (<$30,000) |
Size N \_ $909,009) \_ /
Img::::n II Large I/‘_ Medium Small If \'II
Margin 95% \ 106% 110% E_\ ﬁl
Hota: 1. The part confractor size atena and the comesponding empact on G are basaed on Mars & Co. analysis. This can
b modfied with kecal hisdoncal sales data
38

Fig. 13. Paint contractor size

All information gathered on professional painters was contained in a Painter Coverage Model
as shown in Fig. 14.

Step 3 was the profiling the MSA paint area. This step involved quantifying the various zon-
ing and building types per block group.
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Analyze Professional Painter Coverage Area i

Paint contractor data will be -:;poﬂtdtnﬂ analyred in the PSA Model

Pmnt Contractors Profile

Dr:hfu Time Rnngu
{ Paint Expenditure '] |

Paint Contractor Size \ |
;_ |‘ Cnverage
Type of Paint Job | _}_

(¢ Location of Job ) | Z/*MOdEI

C Prefer Paint Purchase Location )
{ Preference on Delivery vs Pickup Purnhn@

42

Fig. 14. Professional Painter Coverage Model

Profile Paint Job Area (PJA) R

5 (8 5oa Bt v 1oh o e o v Sz | 1. Colect Zoning informabon from local govermment
Gty planning cepamment of ohear sources

2 Impoed tha zoning data inlo Mapinfo If the files are

in digital format'

3. Idanlity tha <i2e of each 200n] areéas in éach

block group

4 BExpor the 20ning data to an Excel table

MNote: F tha zoning data is not in dgital format, the
user needs 10 calculale of estmate e size
of each zoning area marnualy

47

Fig. 15. Profiling the Various Paint areas

The data that was obtained through this process is shown in Fig. 16. As illustrated in Fig. 16

the type of sales segment (i.e. residential, commercial or industrial) was segmented by the various
zoning types.

Fig. 17 shows an allocation table indicating the potential commercial paint job area (i.e. the

potential total area that could be painted per block group). The information in Fig. 17 directly influ-
ences the profitability calculations for each existing paint store.
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Profile Paint Job Area (PJA)

Summarize the zoning data exported from Maplinfo and calculate specifed PJA% foreach bleck group

: lock maters of Zone ters of Zone
Eor Example: 2\:;:& -;M Zoum Sqmeters o Zom
110 10 Al 30 Ct
11 20 A2 10 Cc2
12 15 A2 20 c2
113 25 Al 20 C3
Total: 70 80
Block meters of Industrial
g{:‘c‘; Sqmeters of Corr';rdﬂ o Sq %
10 10 14% 10 30 %
11 20 29% m 10 12%
12 15 21% 1z 20 25%
13 25 8% "3 20 25%
Market Total: 70 100% Market Tolal: 80 80

Fig. 16. Summarized zoning data

Profile Paint Job Area (PJA) e

-

Calculate the PlAvalue by Bulding Type for Each Block Group

Example: Allocate total commercial square foslage in each Block Group according
to its PJA Factor % (Cakulated from Mapinfo data )

Total Market

Block Commercisl Commercisl Alsested PUA
Greug BJA % (P98 Sguare Footage? (s 11
110 4% G000 B.400
PJA [e.g. 111 20% £0.090 17,400
Commercial 12 21% 60,000 12600
60,000 5q.1t) " W% 60,000 21600
Total: 100% 80,000
Total Markst
Block Industrial Commerchal Aocated PJA
Groug EJA S (P88 Soguare Footage* {ag i
110 3% 40,000 15200
PJA(e.g. 11 12% 40000 4800
Industrial n 25% 40,000 A0000 g g e
40,000 5q.m) 113 h _2_'1-"1-'1_ 40,000 e _1_99??___'- From FY Dulge
Tokal, 100% 60,004

Fig. 17. Building type per Block Group

The results from Fig. 17 influenced or guided the question are my current stores in the right
or optimal sales location or is there a better location for each ICI store? This decision is based on
what type of paint market currently exists in each respective store area.

Step 4 shows how each existing paint store will have its own unique store profile. The store
profile is comprised of retail and commercial sales. Fig. 18 shows how a store profile is comprised
of residential, commercial and industrial sales components.

The residential component is further broken down into single or multi residential dwellings
while the commercial component is broken down into public and regular commercial sectors.
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Profile Paint Store Area Residential vs Commercial gﬁfﬁn

Worldly

Caiculate PJA factor % of sach block group within different drive tma ranges for avery paint contractor

For grample: Paing Conirgcior F (10min Drive Timgl
Residencal {Single-Famiy) Commercial Indusgerial

Block Grows PUA(S.F) P8 Faotort Bk Gromp BJACSQFY PJA Cactort | BRck Gromp EA(SQEY PJA Cactert;
100 200 10% W00 100 1¥% 100 100 25%
101 400 0%, 101 200 2e8, 101 (] %
102 400 2% 102 200 5% 102 100 25%
103 200 10% 103 100 12% 102 200 50%
04 BO0 40% W04 200 25% 1 (]
Total 2,000 100% Total BOD 100% Total 400 100%
Residential (Muit-Famdy) Others

fock Grone  PUA(SQ) PUAFaions Blogck Gegug H&Eﬂllﬂlﬂhﬂ Block Ceoup P24 (S0 Fd) PUAFactert
100 200 20% 100 (] T 100 (] i
1M 200 20% 11 1] 0% 10 0 0%
102 200 20% 102 (] a% 102 0 0%
103 200 2% 103 ] 0% 103 ] 0%
104 200 0% 104 0 0% 104 0 0%
Tatal 1,000 100% Total 0 0% Total 0 0%

Fig. 18. Residential vs Commercial components

The retail sales component is similar in all stores with the differences occurring in the com-
mercial and industrial components. Fig. 19 highlights the two components of the professional paint-
er commercial and industrial market, delivery sales and pickup sales.

Profile Paint Store Area (PSA) - Demand Profile “‘?E"

Basa on PEA data from Part A: Step 2, braak the paint expenditure into different Demand Profiles

Paint Contractor A: i
50— Total Paint Expenditure =$100_}.._50%
nelmnr'sues; Pickup Sales:
=%50 =550
Jfg’ﬁx a?ﬂ
)
 besatign of Pm:ug\ Preterred -?/M\Nb;;;wun
Semin; 1um-n' 16min:| | 30min: | smin:| | 10ming | 15msn |30mind
=520 | |=810 | |=$10 % | w810 | [ws10 | =510 | |=s20 |
e
;}:ﬂ:mj[ Commarcial | | industia meﬁ H Public [ Cthers l
[ [

Fig. 19. Commercial and Industrial Sales Profiles

Step 5 is profiling all other paint stores in the 350 MSA’s. The process for the task is the
same as was used to profile existing ICI stores.
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Map The Market : Profile Competitors e

1. Draw Drive :\ 2. Analyze :\ 3. Profile Paint
Time Ranges " | Professional | Job Area (PJA)
Painters (PPA) Jl
5. Profile

| 4. Profile Paint
Competitors (| store Area (PSA)

Fig. 20. Profiling Competitors

The process included:

Identify the location, block group and brand association of each store in each MSA;
Geocode each store;

Do a drive time analysis on each store (0—5 mins; 5-10 mins; 10—15 mins; 15-30 mins);
Number of Painters in the competitors area;

Type of paint jobs in the competitors area; and

Preference as to Delivery vs Pickup purchases.

Results for Task 2 Location
The results for Step 2 identified every paint store, professional painter and estimated total
paint volumes by type of building for 350 MSA areas.

Task 3 Optimal store Location

Task 3 objective is:

e To identify the ideal location(s) for paint store(s); and

e To estimate the impact of the ideal network on ICI’s performance in the market.

Step 3 is comprised of 7 steps as shown in Fig. 21. The Competition Analysis is based on ex-
isting paint retail outlets’ market share, level of competition, drive time ranges, drive time factors,
delivery versus pickup sales and PSA value of block groups, estimate the amount of PSA value that
each existing paint retail outlet would capture under the competition model.

Task 3 the optimal store location combines the work of Task 1 and Task 2.

Step 1 is to use the geocoded, mapped and drive time data for each paint store in every
MSA area.

The next process in Stepl is to determine the volume of Delivery versus Pickup sales volume.
Delivery sales refers to products shipped out from the store to the customer site. As long as the store
is somewhere within a reasonable distance (current assumption of 30min drive time) from the cus-
tomer site it is assumed that the store can deliver the product on time. Therefore, the store location
in relation to competitors does not matter as long as the site is within the drive time assumptions.
Therefore, there is no drive time factor used for delivery sales.

For pickup sales, stores have competitive advantage over other stores if they are closer to the
location where a painter prefers to purchase paint. Therefore, a drive time factor is applied to adjust
the competitiveness of each store in relation to its drive time factor (e.g. 70% of market share on
block groups that are within 10min drive time range of a store site).
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Identify Optimal Store Location :
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Fig. 21. Optimal Store Location
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Competition Analysis Werldy
Market101
Map Each Paint Store and PSA value of sach block group /
| 1 /
Foui A O
\ b
PSA {500 5o 00t 4 ookt 000 1:1\« 41090041 000
Value
b5 075 35 075 36 050fse 281 [, 40 13 533 E200 800%E0 000)s1 005 oo
2 218 | %2 11432 10016 4280 0 1006k 1 000 ﬂmunm:l

Fig. 22. Drive Time Analysis for all Competition Paint Stores

An example of the impact delivery versus pick up sales would have on an individual stores is

shown in Fig. 23.

Step 2 involves potential site analysis where the objective is to calculate the estimated paint
sales area value and the corresponding gross margin captured by each potential site. The potential
site analysis required mapping all the potential paint stores.

Step 3 involves performing an analysis on existing ICI stores to analyze the existing store(s)
profitability. The analysis would determine whether the existing ICI store(s) should be kept, relo-
cated or closed based on their financial performance.
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Step 4 involves the selection of the top potential sites and grouping them by location as

shown in Fig. 24. The selection is based on area value and growth margin.

Profile the competitiveness foreach paint retad outhet

For example:
P | MarketShareof Paint Store A = 10% |
Delivery PSA Blckup PSA
Part Soee A's Competitvenass in Block Groups within Paert Stome Az Competitvenass in Block Groups wihin
Marke!  Drive Time  Compatitive Market Drive Time  Competitive
Share Factor Factor Share Factor Factor
Smin = WH xx 100% = 10% Gmn = W% x s = 0%
flemin = W% X 1 D B 0% 10mia = 0% x T = TH
1%min = W% =x 100% = 0% 15mmn = W% x S0% = 3%
Jomin = Wh x 100% = 1% Jmn = Wh 2 2% = %

ol 1. Camenty, Saks reps FSA &nd non Sakis repsd PSAvalue ae balid T Same wiy. Howiver, & modificalon
factor, such as number of sales reps by chain can ba appied to fmpres tha sysam
2. The perciraQes ubid A% divee Dk FACIOns Ae eshmilid Bpuis I Can Dé modifid 10 cusiomne mados] Stustion

T2

Competition Analysis competitiveness for each paint Store ”‘;’?ﬂf

Fig. 23. Delivery vs Pick Sales Impact on Individual Stores

Site Selection Analysis

Based on the estimated PSA captured value from the Potential Site Analysis and the comesponding
gross margin, selectthe top polential sites and group them by location '//!:_gm

Potential  PSACaplured Gross 7 'I';m -
Siles Yalus Marsin i ,
1003 £500,000 $130,000 bl
1007 230,000 100,000 ‘ T
1008 £100,000 S £0,000
1001 § 30,000 $ 10,000 A,
1002 £ 10,000 1$10,000) [ [won |
1005 £ 10,000 (540,000) \I 1004 _j
b 4

&7

Fig. 24. Site Selection Analysis

Step 5 once the potential sites have been identifies the next step is to perform a network anal-
ysis to see what impacts any new stores would have on the existing stores. The criteria used in the

network analysis includes:
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Maximizing the market coverage of the store(s).
Maximize the total network profit and total net present value.
Minimize the cost incurred for terminating the existing lease(s).
Maximize capital investment available to open or relocate store(s).

Step 6 involves another financial analysis to see what impacts if any the new and relocated
sites would have on the overall financial performance.

Step 7 is the last step in the optimal store location process. That step is to incorporate all of
the results (market size, store location, and optimum store network) into the ICI marketing and stra-
tegic planning documents.

Conclusions. This paper outlined the methodology that was successfully used to quantify the
American retail paint market. ICI used this process to expand its retail network from 2000 through
to 2005. In 2008 ICI was sold to AkzoNobel who immediately sold parts of ICI to Henkel, and inte-
grated ICI's remaining operations within its existing organisation. This sale and the associated cor-
porate restructure caused considerable change in marketing directions allowing for the first time the
selling of Glidden paint products to mass market centres such as Home Depot.

This change in marketing strategy caused the traditional Glidden retail store network to de-
cline to about 420 stores nation-wide, with the subsequent effect that ICI (Glidden) gave up some of
its profit margin to third-partner retailers in exchange for higher sales volume.

YJIK 50.03.05 +535.39(81)
M.P. ApneHTbeBa1

HUHTEPCYBBEKTUBHBIE TEXHOJOI'MUN
I'OCYIZAPCTBEHHOI'O YIIPABJIEHUA

Pesztome. B pabome ananusupyiomcst 0coOeHHOCIMU UHMEPCYObEKMUGHBIX MEXHON02UL 20CY-
oapcmeennozo ynpagietus. Q06cyicoaromes omauyumenvHvle 0CoOOEHHOCMU U 0OCMOUHCIBA UH-
mepcyObeKMUSHbIX MEXHON02ULL 20CYOAPCMEEHHO20 YAPAGLeHUs, CHOPMYIUPOBAHHbIE HA OCHOBE
98epeemuyeckoll Mooeau 20cy0apcmeenno2o ynpasienus. Ommeuaemcs, 4mo noauI0SudecKue uu
MYTbMUAKMOPHBIE, NOJHOCMbIO OCYSHMPATUZ08AHHbLE CEMU 8 YNPAGIEHUU U 0OYYeHUU, UHbIX C(he-
PAx JCU3HU YEeN0B8EKA NPEeBOCX00AM 68 CKOPOCHU U Kauecmee peuleHull MOHOL02UYecKue: npusiede-
HUE 2paNiCcOan 6 MoM HUCIe 2PANCOAHCKO20 00uecmea K YNpasieHuio 20Cy0apcmeom no360a5em He
MONBKO CHUZUMb HANPANCEHHOCTb OMHOUEHUU MeHCOy KIACCaMU U SPYRNAMU, PYKOBOOSUUM MO-
HOJUMOM U 2PANCOAHAMU, HO U CO 8PEMEHeM OMKA3AMbCs O NPUBLIYHBIX POPM 20CYOAPCMEEHHO-
20 YNpasneHus 8 Nob3y YNpAaesieHus UHMEPCYObEeKMUSHO20. DeepeemuKa UCXooum u3 «Cynepnosu-
yuuy cybvekma u 0bvekma ynpasienus, «HeOOHOPOOHOCMUY COOOWECmE U AKMOopos, 8blCMYNAl0-
WUX U KaK uccie0ogamenu, U Kax cyOvbeKmuvl, y4acmeyrowue 6 nPuHImuu peuleHutl, cyovekm u
MEOPUM, U NOZHAEM MUP: AKMOP HAXOOUMCSL «BHYmMpU» 00bekma (0buecmaa) u KOMMYHUYUpyem c
opyeumu akmopamu 6 oowell 0Jisi HuxX npooiemMHol sdcusnenHo cumyayuu. I[lpedcmaesnenus s6ep-
2eMmuKy 0 NPOOYKMUSHOCTIU MYIbIMUASEHMHBIX U MYIbIMUAKMOPHBIX MEXHOIO02Ul YNPAGLeHUs MO-
2YM CIYHCUMb OCHOBOU O/l NOCMPOEHUsT MUNOLO2UU U PA3PaAOOMKU eOUHOU cXembl UHMepCyObeK-
MUBHO20 YNPAGIEHUsL 20CYOAPCMEOM.

Kniwouesvie cnosa: unmepcybvekmugHvle mexHoao2uU, 20Cy0apcmeeHHoe YnpasieHue, myib-
MUAKMOPHOE YNpasiieHue, MOHOAKMOPHOe YNPAGieHUe.

! Kamyxckuit rocynapctBennbiii yauBepcuter uMmern K.O. [lmonkoBckoro, MHCTUTYT MCHXOJIOTHH,
Kadenpa mcuxoJaoruu pa3BuTus u obpasoBanus, Kamyra, 249023, Poccus, cT. Hayd. cOTp., TOKT. IICUXOI. H.;
e-mail: mariam_rav(@mail.ru.
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Data preparation involved loading all the various data into MapInfo and an Access database and
geocoding residential paint data into each block groups across the United States. At this time it’s worth
defining some of the key US demographics terms. The three most relevant terms are shown in Fig. 2.

g
DEAKIN

Wiy

Doscript

A geographic area that generally contains between
EicakiCodp 250 and 550 households with an ideal size of 400,
LIS had in 2010 Census 11,155,486 Block groups

2. Metropolitan Statistical

Area of large population defined by the Federal Office
Arsa (MSA) of Management and Budget. Each MSA has a SIS L N M WS b
minimum population of 50,000, =
] i.
3. Paint Outiat A Business which selis paint sorted by its primary el T 3 A
NASIC Code e Wiyrh IRE
[ ed

10

Fig. 2. Key Geographic Terms

The Block Group is the principal geographic reporting area for statistics in the United States
and is the principal geographic area that was used for the Store Location System. Key statistics that
were captured at the Block level that were critical for this project are shown in Fig. 3.

The Role Geographic Data is Critical to providing Answers &,

Whorldly

Demographic Data by Block Group:

-Population -Households -Ethnicity
-Area -fAge Frofile -Occupations
-Fer Capita Income -Avg. Household Income -Median Income

* Paint Qutlets by Primary NASIC Code: Paint & Wallpaper (44412), Home Centers
(44411) and Hardware Stores (44413)
sincludes Name, Address, phone, # Employees and Sales

Paint Expenditura Data:
= Average Household Paint Expendilure Data by Bleck Group
+ US Census Figures for Paint Purchases by Paint Contractors

Fig. 3. Critical data used in this ICI Project
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Once the initial geographic data was loaded into the GIS the question was what to do with it?

Demographic Analysis

Demographic analysis was performed on both the residential and commercial in the United
States. The residential demographic analysis consisted of 7 steps as illustrated in Fig. 4.

A portion of the greater Seattle block group area and the entire Seattle MSA boundary area is
shown in Fig. 4.

Determine the size of the Residential Market ocedm

WWerldly

Step 1: Take Residential paint expenditure data, and Geocode to
Block Group.

Step 2: Import Average Household Expenditure by Block Group
data into Access Database

Step 3: Multiply Average Household Expenditure by number of
households in Block Group = Total Residential Expenditure

Step 4: Multiple Total Residential Expenditure by Simmons Average
Repaint Rate = Yeary Residential Paint Expenditure

Step 5: Aggregate values to County and MSAs Level

Fig. 4. Residential Demographic Paint Analysis

The residential analysis consists of 5 steps as shown in Figure 4. The commercial demograph-
ic analysis consisted of 3 steps as illustrated in Figure 5.

A portion of the greater Seattle block group area and the entire Seattle MSA boundary area is
shown in Fig. 5.

In both the residential and commercial block groups results were aggregated to the MSA lev-
el. The same methodology was used to determine the residential and commercial paint expenditure
in 350 MSA metropolitan areas across the United States.

Once the demographic analysis was completed the next task was to determine how many
paint stores there were in the United States, their respective locations and estimated sales turnovers.

The locating and the tallying of the number of paint stores was a simple process. The estimat-
ing the store turnover required a series of procedures that would take the information gained from
the residential and commercial demographic analysis and apply it to each respective paint outlet in
the United States.

Those procedures included:

e Geocoding all paint stores in the United States.

e Do a drive time analysis on the paint stores using 5, 10, 15 and 20 minute timeframes.

e Geocoding all paint contractors in the United States.

e Do a drive time analysis on the painting contractors using 5, 10, 15 and 20 minute
timeframes.

Geocoding is the process of converting addresses (like a street address) into geographic coor-
dinates (like latitude and longitude), which you can use to place markers on a map, or position the
map. (Fig. 6).



Step 1: Import Professional Paint and Wallpaper Contractors
Expenditurel by state into Access Database

Step 2. Alocate Professional Paint Expenditure using the Block Group's
percentage of the state's population.

Determine the size of the Commercial Market

g
DEAKIN

orldly

Step 3: Aggregate values to County and MSAs Level

Fig. 5. Commercial/industrial Demographic Paint Analysis

Geocoding

Map the Locations of All Paint Outlets in the US
Paint Store A

3 \] 2
N & o

Paint Store €

g
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Fig. 6. Geocoding All Paint Stores

Once the geocoding process was completed the United States was classified in 27 Market
classes using demographic analysis. ICI store profit and market share percentage was also calculat-

ed at this point.

The next step was to calculate the Net Present Value (NPV) for the paint sales in each of the

ICI paint stores as shown in Fig. 7.

The final product was an MSA market ranking which ranked all 350 markets as to residential
and commercial/industrial estimated sales values as shown in Fig. 6. The ranking also included the

NPV value for each ICI Store and for the 350 MSA markets.




NPV Analysis oA
Wrldy
Objective; To calculate NPV of estimaled store(s). Depol{s) and Sales Rep(s) by markel.
Calculate Estimated Sales at Maturity
Step 1: Analyze positive NPV Market Class Counties and determine which
(if any) adjacent Counties can be combined' using the Coverage
Factors® for a Store, Depot & Sales Rep
Step 2: For Counties which can be combined, calculate the combined market
demand and the welghted average of the percentage market share and
net profit assumptions.
Step 3: Calculate estimated sales at maturity for county/ combined counties by
multiplying market share % by estimated Paint Expenditure
Hoto: 1. Only adjacent countos from the same MSA can combined using coverage factors.,
2. Coverage factors determined by analyzing area, density and sales demand for Siores, Depots
and Sales Reps
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Fig. 7. NPV Value for Paint Stores
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Fig. 8. Final Market ranking
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Results for Task 1

The US paint market was estimated to a have a value in excess of $3 billion per annum with
ICI Paints having a 24% to 26% market share.

Task 2 Location (Painters, Paint Job Areas, ICI Stores, Competition Stores)
The second task involved:
1. Drive times analysis for each Block group in the United States (0—5 mins; 5—10 mins; 10—

15 mins; 15-30 mins).

2. Identify and Analyse Professional Painters across the United States.
3. Develop Professional Painters Database.
4. Drive time Analysis of professional painters (0—5 mins; 5-10 mins; 10—15 mins; 15-30

mins).

5. Identify and map all paint job areas by block area group across Metropolitan paint markets.
6. Drive time Analysis of current ICI stores (0—5 mins; 5-10 mins; 10—15 mins; 15-30 mins).
The purpose of Step 2 is to quantify the dollar value catchment area of each ICI paint store lo-

cation. Each of the components in Step 2 was done in sequential order to determine whether or not

the existing ICI stores were in the right location and whether they were at their optimum financial

performance and viability.

The Catchment area process included a series of drive times analysis for each block group and
each store. The process is shown in Fig. 9.

Map The Market : Draw Drive Time Ranges

1. Draw Drive
Time Ranges

=

2. Analyze
Professional
Painters (PPA)

5. Profile
Competitors

« | 3. Profile Paint
::" Job Area (PJA)

[l

S

| 4. Profile Paint
]_1‘ Store Area (PSA)

2
Worldly

24

Fig. 9. Draw Drive Times

A series of drive times (0—5 mins; 5—10 mins; 10—15 mins; 15-30 mins) for block group were

the first to be drawn (Fig. 10).

The reason for doing a drive time analysis for each block group in the 350 MSA market as-

sisted:

¢ Analysing the existing store(s) profitability.
e Performed a breakeven analysis for store opening and store relocation.
e Determined whether ICI existing store(s) should be kept relocated or closed based on their

financial performance.
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e Identified existing store(s) market coverage, network gaps and potential new sites.

An example of the block group drive time analysis is shown in Fig. 11.

Draw Drive Time Ranges ek
« Draw the fmin-, 10mix-, 1¥min-, 30min-drive times for each block group Market 10
//
| [segxorouzod | | | | [ | }-
\\ ' Each
Ach Square
< | 1;12:?;':3:
h ' 015 Mipute Drive
- _ s.{omihute Drive
10-15 Mifiute Drive
15-30 Minute Drive
o e
Fig. 10. Block Group Drive Time Ranges
)
Draw Drive Time Ranges o

1R - SITE TANGE TR

Based on the block group files
created during preparation,
draw Smin-, 10min-, 15min-,
and 30min-drive time for all of
the block groups using
temporary help for processing
of data with Tactician.

The time needed to finish

drawing the drive times

depends on :

1. Total number of block
groups in the market

2. Speed of computers used

3. Number of computers used

" B [ = i

&
¥
e A | *

P A | I v e Rt | P ot it v | [ B 0T

Fig. 11. Block Group Drive Time

Step 2 was to identify quantify and analyse the number of painters per MSA area in the Unit-

ed States. All professional painter information was incorporated into a database that contained the
following information (Fig. 12).

A drive time analysis of all professional painters was undertaken to determine the maximum

11

coverage area. This process along with painter surveys and extrapolated sales data allowed the
painters to be ranked as to yearly turnover as shown in Fig. 13.




Professional Painter Key Information Werdy

After the Paint Contractor Database is finalized, we need to analyze or
summarnze the following information for each paint contractor;

I. Drive Time Ranges

ll. Paint Expenditure

I, Paint Contractor Size

V. Type of Paint Job

V. Location of Job

VI. Prafer Paint Purchase Location

Vil. Preference on Delivery vs Pickup Purchase

a2
Fig. 12. Information in the Professional Painter Database
IJE.I.“KIH
Analyze Professional Painter- III. Paint Contractor Size Werdy
Since paint contractor size has an impact on [C] gross margin, we classify all paint contractors into
Large, Medium and Small based on their total paint expenditure
V.
Paint ln" Large I/'_ ( :;Ed;::" Small lr’ ﬁ'l
Contractor | (>$100,000) el (<$30,000) |
Size N \_ $909,009) \_ /
Img::::n II Large I/‘_ Medium Small If \'II
Margin 95% \ 106% 110% E_\ ﬁl
Hota: 1. The part confractor size atena and the comesponding empact on G are basaed on Mars & Co. analysis. This can
b modfied with kecal hisdoncal sales data
38

Fig. 13. Paint contractor size

All information gathered on professional painters was contained in a Painter Coverage Model
as shown in Fig. 14.

Step 3 was the profiling the MSA paint area. This step involved quantifying the various zon-
ing and building types per block group.
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Analyze Professional Painter Coverage Area i

Paint contractor data will be -:;poﬂtdtnﬂ analyred in the PSA Model

Pmnt Contractors Profile

Dr:hfu Time Rnngu
{ Paint Expenditure '] |

Paint Contractor Size \ |
;_ |‘ Cnverage
Type of Paint Job | _}_

(¢ Location of Job ) | Z/*MOdEI

C Prefer Paint Purchase Location )
{ Preference on Delivery vs Pickup Purnhn@

42

Fig. 14. Professional Painter Coverage Model

Profile Paint Job Area (PJA) R

5 (8 5oa Bt v 1oh o e o v Sz | 1. Colect Zoning informabon from local govermment
Gty planning cepamment of ohear sources

2 Impoed tha zoning data inlo Mapinfo If the files are

in digital format'

3. Idanlity tha <i2e of each 200n] areéas in éach

block group

4 BExpor the 20ning data to an Excel table

MNote: F tha zoning data is not in dgital format, the
user needs 10 calculale of estmate e size
of each zoning area marnualy

47

Fig. 15. Profiling the Various Paint areas

The data that was obtained through this process is shown in Fig. 16. As illustrated in Fig. 16

the type of sales segment (i.e. residential, commercial or industrial) was segmented by the various
zoning types.

Fig. 17 shows an allocation table indicating the potential commercial paint job area (i.e. the

potential total area that could be painted per block group). The information in Fig. 17 directly influ-
ences the profitability calculations for each existing paint store.
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Profile Paint Job Area (PJA)

Summarize the zoning data exported from Maplinfo and calculate specifed PJA% foreach bleck group

: lock maters of Zone ters of Zone
Eor Example: 2\:;:& -;M Zoum Sqmeters o Zom
110 10 Al 30 Ct
11 20 A2 10 Cc2
12 15 A2 20 c2
113 25 Al 20 C3
Total: 70 80
Block meters of Industrial
g{:‘c‘; Sqmeters of Corr';rdﬂ o Sq %
10 10 14% 10 30 %
11 20 29% m 10 12%
12 15 21% 1z 20 25%
13 25 8% "3 20 25%
Market Total: 70 100% Market Tolal: 80 80

Fig. 16. Summarized zoning data

Profile Paint Job Area (PJA) e

-

Calculate the PlAvalue by Bulding Type for Each Block Group

Example: Allocate total commercial square foslage in each Block Group according
to its PJA Factor % (Cakulated from Mapinfo data )

Total Market

Block Commercisl Commercisl Alsested PUA
Greug BJA % (P98 Sguare Footage? (s 11
110 4% G000 B.400
PJA [e.g. 111 20% £0.090 17,400
Commercial 12 21% 60,000 12600
60,000 5q.1t) " W% 60,000 21600
Total: 100% 80,000
Total Markst
Block Industrial Commerchal Aocated PJA
Groug EJA S (P88 Soguare Footage* {ag i
110 3% 40,000 15200
PJA(e.g. 11 12% 40000 4800
Industrial n 25% 40,000 A0000 g g e
40,000 5q.m) 113 h _2_'1-"1-'1_ 40,000 e _1_99??___'- From FY Dulge
Tokal, 100% 60,004

Fig. 17. Building type per Block Group

The results from Fig. 17 influenced or guided the question are my current stores in the right
or optimal sales location or is there a better location for each ICI store? This decision is based on
what type of paint market currently exists in each respective store area.

Step 4 shows how each existing paint store will have its own unique store profile. The store
profile is comprised of retail and commercial sales. Fig. 18 shows how a store profile is comprised
of residential, commercial and industrial sales components.

The residential component is further broken down into single or multi residential dwellings
while the commercial component is broken down into public and regular commercial sectors.
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Profile Paint Store Area Residential vs Commercial gﬁfﬁn

Worldly

Caiculate PJA factor % of sach block group within different drive tma ranges for avery paint contractor

For grample: Paing Conirgcior F (10min Drive Timgl
Residencal {Single-Famiy) Commercial Indusgerial

Block Grows PUA(S.F) P8 Faotort Bk Gromp BJACSQFY PJA Cactort | BRck Gromp EA(SQEY PJA Cactert;
100 200 10% W00 100 1¥% 100 100 25%
101 400 0%, 101 200 2e8, 101 (] %
102 400 2% 102 200 5% 102 100 25%
103 200 10% 103 100 12% 102 200 50%
04 BO0 40% W04 200 25% 1 (]
Total 2,000 100% Total BOD 100% Total 400 100%
Residential (Muit-Famdy) Others

fock Grone  PUA(SQ) PUAFaions Blogck Gegug H&Eﬂllﬂlﬂhﬂ Block Ceoup P24 (S0 Fd) PUAFactert
100 200 20% 100 (] T 100 (] i
1M 200 20% 11 1] 0% 10 0 0%
102 200 20% 102 (] a% 102 0 0%
103 200 2% 103 ] 0% 103 ] 0%
104 200 0% 104 0 0% 104 0 0%
Tatal 1,000 100% Total 0 0% Total 0 0%

Fig. 18. Residential vs Commercial components

The retail sales component is similar in all stores with the differences occurring in the com-
mercial and industrial components. Fig. 19 highlights the two components of the professional paint-
er commercial and industrial market, delivery sales and pickup sales.

Profile Paint Store Area (PSA) - Demand Profile “‘?E"

Basa on PEA data from Part A: Step 2, braak the paint expenditure into different Demand Profiles

Paint Contractor A: i
50— Total Paint Expenditure =$100_}.._50%
nelmnr'sues; Pickup Sales:
=%50 =550
Jfg’ﬁx a?ﬂ
)
 besatign of Pm:ug\ Preterred -?/M\Nb;;;wun
Semin; 1um-n' 16min:| | 30min: | smin:| | 10ming | 15msn |30mind
=520 | |=810 | |=$10 % | w810 | [ws10 | =510 | |=s20 |
e
;}:ﬂ:mj[ Commarcial | | industia meﬁ H Public [ Cthers l
[ [

Fig. 19. Commercial and Industrial Sales Profiles

Step 5 is profiling all other paint stores in the 350 MSA’s. The process for the task is the
same as was used to profile existing ICI stores.
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Map The Market : Profile Competitors e

1. Draw Drive :\ 2. Analyze :\ 3. Profile Paint
Time Ranges " | Professional | Job Area (PJA)
Painters (PPA) Jl
5. Profile

| 4. Profile Paint
Competitors (| store Area (PSA)

Fig. 20. Profiling Competitors

The process included:

Identify the location, block group and brand association of each store in each MSA;
Geocode each store;

Do a drive time analysis on each store (0—5 mins; 5-10 mins; 10—15 mins; 15-30 mins);
Number of Painters in the competitors area;

Type of paint jobs in the competitors area; and

Preference as to Delivery vs Pickup purchases.

Results for Task 2 Location
The results for Step 2 identified every paint store, professional painter and estimated total
paint volumes by type of building for 350 MSA areas.

Task 3 Optimal store Location

Task 3 objective is:

e To identify the ideal location(s) for paint store(s); and

e To estimate the impact of the ideal network on ICI’s performance in the market.

Step 3 is comprised of 7 steps as shown in Fig. 21. The Competition Analysis is based on ex-
isting paint retail outlets’ market share, level of competition, drive time ranges, drive time factors,
delivery versus pickup sales and PSA value of block groups, estimate the amount of PSA value that
each existing paint retail outlet would capture under the competition model.

Task 3 the optimal store location combines the work of Task 1 and Task 2.

Step 1 is to use the geocoded, mapped and drive time data for each paint store in every
MSA area.

The next process in Stepl is to determine the volume of Delivery versus Pickup sales volume.
Delivery sales refers to products shipped out from the store to the customer site. As long as the store
is somewhere within a reasonable distance (current assumption of 30min drive time) from the cus-
tomer site it is assumed that the store can deliver the product on time. Therefore, the store location
in relation to competitors does not matter as long as the site is within the drive time assumptions.
Therefore, there is no drive time factor used for delivery sales.

For pickup sales, stores have competitive advantage over other stores if they are closer to the
location where a painter prefers to purchase paint. Therefore, a drive time factor is applied to adjust
the competitiveness of each store in relation to its drive time factor (e.g. 70% of market share on
block groups that are within 10min drive time range of a store site).
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Identify Optimal Store Location :
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Fig. 21. Optimal Store Location
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Competition Analysis Werldy
Market101
Map Each Paint Store and PSA value of sach block group /
| 1 /
Foui A O
\ b
PSA {500 5o 00t 4 ookt 000 1:1\« 41090041 000
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Fig. 22. Drive Time Analysis for all Competition Paint Stores

An example of the impact delivery versus pick up sales would have on an individual stores is

shown in Fig. 23.

Step 2 involves potential site analysis where the objective is to calculate the estimated paint
sales area value and the corresponding gross margin captured by each potential site. The potential
site analysis required mapping all the potential paint stores.

Step 3 involves performing an analysis on existing ICI stores to analyze the existing store(s)
profitability. The analysis would determine whether the existing ICI store(s) should be kept, relo-
cated or closed based on their financial performance.
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Step 4 involves the selection of the top potential sites and grouping them by location as

shown in Fig. 24. The selection is based on area value and growth margin.

Profile the competitiveness foreach paint retad outhet

For example:
P | MarketShareof Paint Store A = 10% |
Delivery PSA Blckup PSA
Part Soee A's Competitvenass in Block Groups within Paert Stome Az Competitvenass in Block Groups wihin
Marke!  Drive Time  Compatitive Market Drive Time  Competitive
Share Factor Factor Share Factor Factor
Smin = WH xx 100% = 10% Gmn = W% x s = 0%
flemin = W% X 1 D B 0% 10mia = 0% x T = TH
1%min = W% =x 100% = 0% 15mmn = W% x S0% = 3%
Jomin = Wh x 100% = 1% Jmn = Wh 2 2% = %

ol 1. Camenty, Saks reps FSA &nd non Sakis repsd PSAvalue ae balid T Same wiy. Howiver, & modificalon
factor, such as number of sales reps by chain can ba appied to fmpres tha sysam
2. The perciraQes ubid A% divee Dk FACIOns Ae eshmilid Bpuis I Can Dé modifid 10 cusiomne mados] Stustion

T2

Competition Analysis competitiveness for each paint Store ”‘;’?ﬂf

Fig. 23. Delivery vs Pick Sales Impact on Individual Stores

Site Selection Analysis

Based on the estimated PSA captured value from the Potential Site Analysis and the comesponding
gross margin, selectthe top polential sites and group them by location '//!:_gm

Potential  PSACaplured Gross 7 'I';m -
Siles Yalus Marsin i ,
1003 £500,000 $130,000 bl
1007 230,000 100,000 ‘ T
1008 £100,000 S £0,000
1001 § 30,000 $ 10,000 A,
1002 £ 10,000 1$10,000) [ [won |
1005 £ 10,000 (540,000) \I 1004 _j
b 4

&7

Fig. 24. Site Selection Analysis

Step 5 once the potential sites have been identifies the next step is to perform a network anal-
ysis to see what impacts any new stores would have on the existing stores. The criteria used in the

network analysis includes:
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Maximizing the market coverage of the store(s).
Maximize the total network profit and total net present value.
Minimize the cost incurred for terminating the existing lease(s).
Maximize capital investment available to open or relocate store(s).

Step 6 involves another financial analysis to see what impacts if any the new and relocated
sites would have on the overall financial performance.

Step 7 is the last step in the optimal store location process. That step is to incorporate all of
the results (market size, store location, and optimum store network) into the ICI marketing and stra-
tegic planning documents.

Conclusions. This paper outlined the methodology that was successfully used to quantify the
American retail paint market. ICI used this process to expand its retail network from 2000 through
to 2005. In 2008 ICI was sold to AkzoNobel who immediately sold parts of ICI to Henkel, and inte-
grated ICI's remaining operations within its existing organisation. This sale and the associated cor-
porate restructure caused considerable change in marketing directions allowing for the first time the
selling of Glidden paint products to mass market centres such as Home Depot.

This change in marketing strategy caused the traditional Glidden retail store network to de-
cline to about 420 stores nation-wide, with the subsequent effect that ICI (Glidden) gave up some of
its profit margin to third-partner retailers in exchange for higher sales volume.
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HUHTEPCYBBEKTUBHBIE TEXHOJOI'MUN
I'OCYIZAPCTBEHHOI'O YIIPABJIEHUA

Pesztome. B pabome ananusupyiomcst 0coOeHHOCIMU UHMEPCYObEKMUGHBIX MEXHON02UL 20CY-
oapcmeennozo ynpagietus. Q06cyicoaromes omauyumenvHvle 0CoOOEHHOCMU U 0OCMOUHCIBA UH-
mepcyObeKMUSHbIX MEXHON02ULL 20CYOAPCMEEHHO20 YAPAGLeHUs, CHOPMYIUPOBAHHbIE HA OCHOBE
98epeemuyeckoll Mooeau 20cy0apcmeenno2o ynpasienus. Ommeuaemcs, 4mo noauI0SudecKue uu
MYTbMUAKMOPHBIE, NOJHOCMbIO OCYSHMPATUZ08AHHbLE CEMU 8 YNPAGIEHUU U 0OYYeHUU, UHbIX C(he-
PAx JCU3HU YEeN0B8EKA NPEeBOCX00AM 68 CKOPOCHU U Kauecmee peuleHull MOHOL02UYecKue: npusiede-
HUE 2paNiCcOan 6 MoM HUCIe 2PANCOAHCKO20 00uecmea K YNpasieHuio 20Cy0apcmeom no360a5em He
MONBKO CHUZUMb HANPANCEHHOCTb OMHOUEHUU MeHCOy KIACCaMU U SPYRNAMU, PYKOBOOSUUM MO-
HOJUMOM U 2PANCOAHAMU, HO U CO 8PEMEHeM OMKA3AMbCs O NPUBLIYHBIX POPM 20CYOAPCMEEHHO-
20 YNpasneHus 8 Nob3y YNpAaesieHus UHMEPCYObEeKMUSHO20. DeepeemuKa UCXooum u3 «Cynepnosu-
yuuy cybvekma u 0bvekma ynpasienus, «HeOOHOPOOHOCMUY COOOWECmE U AKMOopos, 8blCMYNAl0-
WUX U KaK uccie0ogamenu, U Kax cyOvbeKmuvl, y4acmeyrowue 6 nPuHImuu peuleHutl, cyovekm u
MEOPUM, U NOZHAEM MUP: AKMOP HAXOOUMCSL «BHYmMpU» 00bekma (0buecmaa) u KOMMYHUYUpyem c
opyeumu akmopamu 6 oowell 0Jisi HuxX npooiemMHol sdcusnenHo cumyayuu. I[lpedcmaesnenus s6ep-
2eMmuKy 0 NPOOYKMUSHOCTIU MYIbIMUASEHMHBIX U MYIbIMUAKMOPHBIX MEXHOIO02Ul YNPAGLeHUs MO-
2YM CIYHCUMb OCHOBOU O/l NOCMPOEHUsT MUNOLO2UU U PA3PaAOOMKU eOUHOU cXembl UHMepCyObeK-
MUBHO20 YNPAGIEHUsL 20CYOAPCMEOM.

Kniwouesvie cnosa: unmepcybvekmugHvle mexHoao2uU, 20Cy0apcmeeHHoe YnpasieHue, myib-
MUAKMOPHOE YNpasiieHue, MOHOAKMOPHOe YNPAGieHUe.

! Kamyxckuit rocynapctBennbiii yauBepcuter uMmern K.O. [lmonkoBckoro, MHCTUTYT MCHXOJIOTHH,
Kadenpa mcuxoJaoruu pa3BuTus u obpasoBanus, Kamyra, 249023, Poccus, cT. Hayd. cOTp., TOKT. IICUXOI. H.;
e-mail: mariam_rav(@mail.ru.
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