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Installment #1 

Prepared by: Cathleen Pegg, Jared Himes, and Rob Bushman

Strategic Audit for Home Depot, Inc.

1. Board of Directors

Robert L Nardelli has served as Chairman, President and CEO of Home Depot, Inc. since January 2002.  Under his leadership, Home Depot has set a long-term strategy for continued growth and expansion.  Mr. Nardelli also chairs the Hands On Network Advisory Board, serves on President Bush’s Council on Service and Civil Participation, and is a member of the board of councilors of the Carter Center (Home Depot).  

Before joining Home Depot, Mr. Nardelli was President and CEO of GE Power Systems.  He is credited with leveraging technology, innovative products and services, and acquisitions to expand a company at a rapid pace (Home Depot).  As the leader with GE Power Systems, Mr. Nardelli transformed the company into a worldwide leader in the energy industry (Forbes). 

Since being with Home Depot, Robert Nardelli has focused the home improvement retailer on enhancing its core retail network through distinctive and innovative merchandise, technology investment, and store modernization (Home Depot).  Because of Mr. Nardelli’s experience, vision, and leadership, Home Depot prospered during post 9/11 economical turbulence and global conflicts (Annual Report).  In addition, Home Depot extended the scope of its business with expansions into new geographic and professional customer segments, online sales and installation services, and new store formats (Home Depot).  

**President and CEO from 1978 to 1997: Co-founder Bernard Marcus

**President and CEO from 1997 to 2002: Co-founder Arthur M. Blank

    (Hunger and Wheelen)

Kenneth Langone, co-founder of the Home Depot, Inc., has been the Lead Director of Home Depot since 1998 (Home Depot).  Having originally laid out the plans for the Do-It-Yourself chain, Mr. Langone has seen significant change and growth in Home Depot, Inc., since its inception in Atlanta in 1978.  Mr. Langone has and continues to make significant contributions to the home improvement retailer (Forbes) (Home Depot).    

Having established the orange-blooded culture, Kenneth Langone, Bernard Marcus, and Arthur Blank believed and wanted to pass on a commitment to maintain the principles of the company (Home Depot).  

· We are committed to operating a safe environment for our customers and associates.

· We never walk by a customer or fellow associate without speaking.

· We don’t spend money on a fancy environment; that would make our prices higher.

· We train our associates so they can pass knowledge on to our customers.

· We want associates to build relationships with customers, to educate the customers, and to give the customers the confidence to complete their projects.

· We stay flexible and make changes based on the customer needs and wants.

· We make an effort to never lose a sale.

Gregory D. Brenneman serves on the Board of Directors for Home Depot Inc. and Automatic Data Processing, Inc.  He is Chairman and CEO of Turnworks, Inc.; a Houston based private equity firm, which focuses on corporate transformation.  Brenneman has served on many boards.  Considered the “Turnaround Titan Ready to Reload,” Mr. Brenneman with his experience and board contributions has been a strength for Home Depot (Burger King).  He has helped to lead Home Depot toward its strategic plan of continued growth and expansion (Home Depot).  

Richard H. Brown is a member of the Board of Directors Committee (Home Depot).  Mr. Brown had previously served as Chairman and CEO of Electronic Data Systems Corporation (EDS), global technology services company.  His work at EDS centered on providing companies with business and technological (IT) solutions to help the companies improve business (Forbes).  Richard Brown’s information technology experience with EDS has made a significant impact on Home Depot.  With Brown’s influence in 2002, Home Depot’s investment in information technology tripled and successfully enhanced the customer shopping experience (Annual Report).       

John L. Clendenin has been a member of the Board of Directors since 1996 (Hunger and Wheelen).  Mr. Clendenin is a Former Chairman, President and CEO of BellSouth Corporation, and he believes that success and growth are due to adapting to changes with cultural stability (BellSouth).  Clendenin’s knowledge and expertise in communication services can allow him to assist Home Depot in understanding the retail consumer and targeting particular customer segments. 

Berry. R. Cox has been a private investor and member of the Board since 1978 (Hunger and Wheelen).  He has seen Home Depot, Inc. through several changes, and his investment experience is beneficial to the company.  As an investor and Board member, Berry Cox is committed to maximizing shareholder value, while supporting management in business operations (Home Depot).  

Claudio X. Gonzalez, as a member of the Board of Directors, is Chairman and CEO of Kimberly-Clark de Mexico, S.A. de C.V. (Annual Report).  Mr. Gonzalez has been strength for Home Depot, as the company expands its international operations (Kimberly-Clark).  Home Depot successfully entered Mexico and within a year established 12 stores, which made it the largest home improvement retailer in Mexico.  Claudio Gonzalez’s understanding of Mexico’s volatile economy has helped Home Depot’s slow and cautious entry into the Mexican market (Annual Report).    

Milledge A. Hart, III has been a member of the Board of Directors since 1978 (Hunger and Wheelen).  While he serves on several boards, Mr. Hart is the founder and Chairman of the Board of Hart Group, Inc. and Rmax, Inc (Docucorp and Forbes).  He is the Chair of the IT Advisory Council on Home Depot’s Board and has been a driving force in Home Depot’s overall advancements in strategically and technologically (Annual Report and Forbes).

Bonnie G. Hill is a member of the Board.  She is President of B. Hill Enterprises, LLC, a consulting firm specializing in corporate governance and board organizational and public policies (Annual Report and Forbes).  Serving on several boards for various industries, Ms. Hill has invaluable experience and knowledge with monitoring and supervising top management, as well as developments both inside and outside the organization (Hunger and Wheelen) (Forbes).

Richard A. Grasso, while serving on the Board of Directors, is Chairman and CEO of the New York Stock Exchange (Annual Report).  His leadership experience in the world’s most technologically advanced equities markets is a valuable asset for Home Depot, Inc. (New York Stock Exchange)

William S. Davila serves on the Board of Directors and is President Emeritus of The Vons Companies, Inc. (Annual Report).  His experiences in leading one of the largest supermarket operations in Southern California can provide Home Depot with new ideas for improving the customer experience (Shop Safeway).  

Roger S. Penske is a member of the Board (Annual Report).  Mr. Penske founded Penske Corporation and became its Chairman of the Board in 1982 (GE).  Having experience on several boards, Penske is a benefit and active member of the Home Depot Board of Directors (Annual Report).            

The Board of Directors is actively engaged in the business of Home Depot.  With each member’s various scopes of experiences, routine store visits, and frequent operational reviews, the Board is recognized as one of the “top 10 Best Boards” (Annual Report).

2. Description at the Time of the Case

At the time of this study, Home Depot, Inc. had delivered positive financial results in what was “one of the most challenging retail environments in 20 years” (Annual Report).  Ranking among the best in retailing, Home Depot opened 203 new stores, created 40,000 new jobs, and made significant investments in technology, operations, and merchandising in 2002.  With a steadily increasing market share of over 25%, Home Depot has maintained its title as #1 in home improvement retail industry (Home Depot and Annual Report).

Liquidity    

	Current ratio
	1.48:1
	Consistent Short-term Liquidity Strength

	Quick (Acid-Test) Ratio
	0.45
	Inventory Dependencies in 2002
	

	Inventory to Net Working capital
	2.15
	Increasing Trend Over Fiscal Year

	Cash Ratio
	
	0.27
	Decreasing Trend Over 5-year Period


Operations have provided Home Depot with a significant source of liquidity.  However, due to average inventory levels increasing by 7.9% in Home Depot stores worldwide, cash flow decreased from $6.0 Billion to $4.8 Billion in 2002.  This reflects not only the external threat of economic instability, but also Home Depot’s growth and expansion initiatives (Home Depot and Annual Report).

Profitability   

	Net Profit margin
	6.29%
	Highest In Industry
	

	Gross Profit margin
	31%
	94 Basis Point Increase

	Return on Investment Capital
	18.8%
	50 Basis Point Increase
	
	

	Earnings Per Share
	1.57
	Earnings Not Diluted

	Diluted Earnings Per Share
	1.56
	24.6% Increase from 1998 
	


In contrast to its competitors, who experienced decreases in net earnings, Home Depot’s revenues grew by 9%, increasing the Net Profit margin (Yahoo! Finance and Annual Report).  Net Earnings achieved $3.7 Billion (17.1% increase from January 2001), where $1 Billion was earned in the 2nd quarter.  Return on Investment Capital reached 18.8%, a 50 basis point increase from 2001, which reflects management efficiency and asset control (Hunger and Wheelen) (Annual Report).  Earnings Per Share improved by 21%, because of Home Depot’s repurchase of 69 million shares.  This repurchase of Treasury Stock avoided a diluted effect in per share calculation (Annual Report). 

Activity    

	Inventory Turnover
	5.3x
	Decrease from 2001

	Days in Inventory
	75.8 days
	Considerable Increase Since 2000

	Average Collection Period
	6.72 days
	Increasing Trend Over 5-year Period

	Accounts Payable
	42 days
	Growth from 2001 34 days
	

	Days in Cash
	13.71 days
	Decrease of 17%

	Asset Turnover 
	1.95
	Decreased from 2.05%
	


High inventory levels at any given time were a pattern for Home Depot in 2002.  This resulted in a decline of average inventory goods sold during the period.  On the contrary, the Average Collection Period for Accounts Receivable increased, reflecting a longer waiting period for receipt of customer payments for sales.  In addition, during 2002, Home Depot experienced growth in Days Accounts Payable Outstanding, due to changing payment terms.  The change has benefited Home Depot by allowing flexibility and assistance in maintaining its growth initiatives.  At 2002 sales levels, Days in Cash decreased by 17%, though not a problem for Home Depot (Annual Report).  

Leverage 

	Debt to Asset Ratio
	34%
	Same Level from 2001

	Debt to Equity
	52%
	Leveraged  
	

	Long-term Debt to Equity
	6.70%
	Limited Long-term Borrowing 

	Current Liabilities to Equity
	41%
	Well-Leveraged Short-Term Financing


Home Depot’s financial strength and leverage ranks among the best in retailing (Yahoo! Finance).  Home Depot has consistently limited the use of borrowed funds to finance assets.  Although the Debt-to-Equity ratios have risen slightly over the 5-year period, Home Depot is adequately leveraged with funds from creditors and owners.  In addition, short-term financing obligations are leveraged with equity and strong liquidity (Annual Report).  

3. Home Depot’s Values and Vision     

Associates are central to Home Depot’s success and our values are part of the fabric of the company. Values are beliefs that do not change over time. They are what we believe in, what we do, and what govern our decisions on a day-to-day basis. They are the principles and standards for the framework upon which Home Depot is built. Home Depot’s unique culture is built on associate dedication and a commitment to an “orange-blooded” entrepreneurial spirit.

1. Taking care of our people: The key to our success is treating people well. We do this by encouraging associates to speak up and take risks, by recognizing and rewarding good performance and by leading and developing people so they may grow.

2. Giving back to our communities:  An important part of the fabric of The Home Depot is giving our time, talents, energy and resources to worthwhile causes in our communities and society.

3. Doing the right thing: We exercise good judgement by "doing the right thing" instead of just "doing things right." We strive to understand the impact of our decisions, and we accept responsibility for our actions. 

4. Excellent customer service: Along with our quality products, service, price and selection, we must go the extra mile to give customers knowledgeable advice about merchandise and to help them use those products to their maximum benefit.

5. Creating shareholder value: The investors who provide the capital necessary to allow our company to grow need and expect a return on their investment. We are committed to providing it.

6. Building strong relationships: Strong relationships are built on trust, honesty and integrity. We listen and respond to the needs of customers, associates, communities and vendors, treating them as partners. 

7. Entrepreneurial spirit: Home Depot associates are encouraged to initiate creative and innovative ways of serving our customers and improving the business and to spread best practices throughout the company. 

8. Respect for all people: In order to remain successful, our associates must work in an environment of mutual respect, free of discrimination and harassment where each associate is regarded as a part of the Home Depot team. (Home Depot)
Objectives and Strategies

In 2002, Home Depot maintained its long-term objectives for continuous growth and expansion.  CEO, Robert Nardelli, plans on the opening of 200 new Home Depot stores in the U.S. in 2003.  In addition, Home Depot will increase investments in technology and store modernization, as well as sustain its control through its vertical growth strategy in its value chain (Home Depot).    

With a strategy to enhance its core retail network through innovative and unique merchandise, Home Depot is committed to the changing needs of the home improvement market (Home Depot).  The company began to tap the residential homebuilders’ market with the 2002 acquisition of three of the top 10 turnkey providers of installed flooring (Annual Report).

Using a “customer-back” initiative in decision-making, Home Depot is dedicated to building relationships with the customers, whether they are the “do-it-yourselfers (DIY), the do-it-for-me (DIFM), the professional, or one of many emerging customer segments” (Annual Report).  Home Depot is pledges to provide service and products “second to none” (Home Depot) (Annual Report).  

4. General External Scan
Opportunities

Home Depot has been known for creating opportunity through community awareness and charitable contributions.  They have made strenuous efforts to make an impact in the community.  By being involved in the community they are able to give themselves a good image.  They might claim they are doing this out of the goodness of the “company’s heart”, but everyone knows it is only dollars signs corporations see.  Home Depot claims they have a social obligation to help out.

During a recession it is said that Home Depot maintains constant business because customers are more likely to pay cheap prices for materials and fix problems themselves.  This is a definite opportunity because this puts Home Depot at an advantage over other competitors and industries.  During the years of 2000-2002, Home Depot constantly increased earnings.  This is quite amazing during a recession.  They also benefited from 2002’s building and real estate expansion.  This was caused by the steep decrease in interest rates.  Homeowners were able to refinance their homes, save money on a monthly basis, and put money back into their homes (Home Channel News Newsfax.)  Some of this money was spent at Home Depot stores across the country.  

Home Depot bases store locations on demographic studies.  It was demographic research as an ongoing opportunity.  In 2002, Home Depot increased their number of stores to over 1000.  Its stores are located in populated areas and are close together to some other competitors.  Home Depot also put stores in areas that are populated with “Do It Yourselfers,” such as many southern areas.  These Southern customers have a strong sense of cultural appreciation for quality.  Home Depot has also recently (2000-2002) explored the global Market.  They have started opening stores in Mexico and Canada, and opened resource stores in China.  

Threats

Some major threats came about from the years 2000-2002.  September 11, 2001 and Enron crashing created a downward spiral for the United States economy.  This affected almost every industry.  Even though Home Depot maintained constant numbers during this time, they always had to worry about how fast to expand.  At this time there were many Americans leaving the country going off to war, and most Americans wanted to protect every penny not knowing what was to come.  During a time of recession, companies have to be wary of customer spending.  

Another major threat to Home Depot is its competition, and when I mean competition we are zoning in on Lowes.  Lowes is Home Depot’s only competitor that competes on a consistent basis at the national level.  During 2000-2002 they have expanded almost equally with Home Depot(curan).  This is a threat because Home Depot does not want a company with almost the same resources selling goods at almost the same prices. Lowes should continue to grow at the same pace as Home Depot, so this will be something to watch out for.

5. External Environmental Scan
Threat of New Entrants

The threat of new entrants is very unlikely.  This industry if very mature and whenever a 

new competitor tries entering the market, Home Depot or Lowes puts up a store right next to the new store knowing they will take most of its business.  There is no way a new competitor can compete with the big companies of this industry.  These companies have already made a name for themselves and customers are going to go there instead of anywhere else.   Also, these new companies do not have the capital to compete with Home Depot.  Home Depot has been consistently reducing costs.  This has helped them sell their products at lower costs than its competitors.

Rivalry Among Existing Firms

Home Depot has about 10 true competitors, and of those Lowes Cos Inc is the only Competitor that really competes on the national level.  Other Competitors include:  Ace Hardware, Homebase Inc., Hughes Supply, Woloham Lumber, and True Value Company.  This just shows that Home Depot’s competition is far off the pace they are setting for the industry.  Home Depot has no equal competition.

This industry has not shown signs of growth with regards to up and coming competitors.  No other competitor has the sheer size of Home Depot and this allows the company to sell their goods at lower prices than companies of smaller sizes.  Home Depot is also able to sell a more diversified line of products because of their corporate size and resources.  Customers usually know exactly where the nearest Home Depot is and will search for their wanted products there instead of going to an “Ace Hardware” which has a smaller selection.  This is almost always the case except for instances where customers have store loyalty and refuse to shop anywhere else.

There are not many fixed costs associated with this industry.  Home Depot and its competitors do not have set schedules to which they are restricted.  Home Depot has the option to buy goods and resources when they need them.  Through logistics they are able to decide the when, where and how much questions linked to the supply and demand of their products.

Home Depot has been able to increase their market share by opening up more stores across the country.  By 2002 they had 1,050 stores open across the United States and Canada.  This is 170 percent more than Lowes, which is its closest competitor.  This increase allows them to lower prices.  There really are only a few exit barriers in this industry.  There are not many companies selling in this market and most of these companies have their set market share.  With the real estate market and new property, these companies are going to grow over the coming years.  The only thing these smaller companies have to worry about is Home Depot taking more of the market share by opening up a store near them (Home Depot).  

Threat of Substitute Products or Services

There are really no substitute services that can be created in this industry.  The only substitute services are companies that only sell lumber and would deliver that lumber at cheap costs to the customers.  These places are not very well known so this hurts them.  This makes it hard to create a substitute service that can compete with the low costs Home Depot offers.

Bargaining Power of the Buyer

The buyer always has power in deciding the price of the product that is for sale.  This buyer is taken from the general population and then the prices are based on supply and demand.  Home Depot sells thousands of products at very low costs compared to the competition.  When you sell you goods at low costs there is not much lower the product’s selling price can go.  For the most part the buyer is very satisfied when buying a product from Home Depot.  They go to Home Depot because they know what they want and make the purchase.  There are not negotiations on the floor to lower the price of the product.

Bargaining Power of the Supplier

The supplier also has power in the price they sell their products at.  They want to keep their products at a price that they will make profits on while not going over a threshold in which buyers won’t want to purchase the different items.  Home Depot sets its prices at levels to beat out the competition.  Even if Home Depot does not make that much profit on one product, the company will make it up with the quantity of products they sell compared to their competitors.  This is a major advantage big suppliers have, because they can keep customers from the competition.

Relative Power of Other Stakeholders

Other stakeholders are always going influence the industry.  These stakeholders have invested money into the company, so they are going to influence final decisions.  When Home Depot goes into contracts with other companies to sell their products in their stores, these companies have a say in how their product will be sold.  Communities also have a say, because there are city and state regulations in which Home Depot must abide.    The shareholders have some say in the decision process.  Most shareholders hold a very little share so they will not have much of a say compared to the bigger shareholders.  This is very common with Home Depot, because of the size of the company and that it is publicly traded.

6. Preliminary Statement of Strategic Issues Priority Matrix

	High 
	 Global Expansion 
	 Community Awareness
	 Demographics Studies

	Medium 
	 Keep buying supplies from overseas
	 Strategic Joint Venture Alliance
	 Domestic Threat

	Low
	 
	 
	 Non-Domestic Threat

	
	
	
	

	
	
	
	

	 
	Low Priority
	
	

	 
	Medium Priority
	
	

	 
	High Priority
	
	


Companies often try to predict future environmental trends that could possibly have an impact on their market.  Home Depot and its competitors share these trends; and it is up to each company’s management to monitor its external environment.  It is very hard to monitor all of the external factors.  However, if conquered, this will be a benefit and a step up on the competition.  Home Depot does have an advantage over its competitors because of their size.  They are able to dedicate more employees and money predicting future environmental trends.

There are many trends in this industry that can effect what the different companies look like.  One trend in this industry is getting resources from overseas companies.  Some of the companies in this industry stay loyal to American companies and buy all of their resources from them.  Companies like Home Depot buy over 96 percent of wood overseas, because the wood is cheaper.  This allows the company to sell products at lower prices.

Another trend in the United States is other companies and builders bypassing the retailers and buying supplies from the manufacturer or wholesaler.  This could have an impact on Home Depot and the market, if customers started buying supplies from wholesalers.  This is unlikely, but it is something to definitely worry about.  

A trend that will have low occurrence and probability is competition from a Non-Domestic Competitor.  Americans appreciate domestic companies and Home Depot is a proud American symbol that dominates the industry.  It is very unlikely they will fall victim to a foreign competitor in the near to distant future.  Home Depot has to worry about Domestic threats but with little worry.  Home Depot has captured a majority of the market share and it is also unlikely that any domestic company will catch them.

Home Depot has made many joint ventures with companies to sell only their products in their stores.  This is very common with retailers because this secures big time contracts and large amounts of income.  For example, in 2002 Home Depot and John Deere made an agreement that Home Depot will only sell John Deere’s in their stores.  Expect more of these joint ventures to come in the future.

7. Strategic Group Map
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	Diverse Selection

	
	
	
	
	
	
	
	
	

	
	
	
	
	Diversified Line of Products
	
	


This strategic map shows that Home Depot has a more diversified product line and sells their products at lower prices.  Companies such as Ace Hardware and True Vale cannot compete on the same level because they do not have the capital to compete.  Woloham Lumber is very limited in its product line, but they do sell their wood as cheap as Home Depot.  

	8. External Factors
	 
	Weight
	Rating
	Weighted Score
	 
	Comments
	 

	
	1
	 
	2
	 
	3
	 
	4
	 
	5

	Opportunities
	
	 
	 
	 
	 

	
     Global Expansion


	
	0.20
	5
	1.00
	China

	
     Community Awareness


	
	0.10
	5
	0.50
	Community/Charitable Responsibility

	
     Demographics Favor DIY Customers


	
	0.05
	3
	0.15
	Cultural Appreciation For Quality

	
     Uncertain Economic Environment


	
	0.10
	4
	0.40
	Consistent Demand

	
     Interest Rate Decline


	
	0.15
	4
	0.60
	Building And Real Estate Growth

	 
	
	 
	 
	 
	 
	 
	 
	 

	Threats
	
	 
	 
	 
	 

	
     Domestic Competition


	
	0.15
	3
	0.45
	Lowe's Primary Competitor

	
     Politcal Issues


	
	0.05
	2
	0.10
	People Leaving For War

	
     Economic Issues


	
	0.15
	2
	0.30
	September 11, 2001

	
     Union Organization


	
	0.05
	1
	0.05
	Time And Maintenance Costs

	Totals
	 
	1.00
	 
	3.55
	 


9. Internal Resources
Organizational Structure

Home Depot, Inc. is looking to organize and establish dominance globally.  To achieve this goal, the corporation began to locate several stores in one market.  The reasoning behind this is to establish multiple units in a single marketplace to create dominance.  This move can be seen as a threat to the company.  Third quarter sales dropped due to this move.  Therefore Home Depot, Inc. may want to consider locating stores farther apart and may want to diversify store locations.

Corporate Culture

The Home Depot. Inc., founded in 1978, is the world’s largest DIY retailer.  To achieve this global status, the corporation has diversified the types of stores in operation.  Included in this strategy are Home Depot Stores, EXPO Design Centers, Home Depot Supply Stores, Home Depot Landscape Supply Stores, Home Depot Floor Stores, etc.  The company is widely known and is traded on the New York Stock Exchange under the symbol “HD”.

Marketing Issues

Home Depot, Inc. is big on customer service and providing expertise to the DIY consumer.  To achieve this, only the most qualified and knowledgeable associates are hired to provide the best customer service possible.  Also, in order to attract the largest consumer outreach possible, the company provides only the best quality products with everyday lowest prices because of direct purchasing from suppliers.

Financial Issues

Since the company was founded, revenues have significantly increased from year to year. Some major financials for 2002 are as follows:


Revenue: $58.2B


Gross Margin: 31%


Net Earnings: $3.7B


EPS: $1.56

While these numbers look good, some adjustments need to be made internally.  Adjustments need to made to increase the stock price.  The chairman of Home Depot, Inc. said that he was disappointed in the way the stock price performed which in return had a negative impact on employees and shareholders.

R & D Issues

The company is big on having only the most up to date technology implemented within each store.  This year the company tripled the amount spent on R&D to construct better systems, condense operations, and to implement a digital business system.

Operation Issues

 In the past, the company would stock shelves during store hours.  To make the shopping experience more enjoyable, they created a SPI (Service Performance Improvement).  This means that stocking shelves will be done after hours to reduce clutter in the aisles.  Home Depot, Inc. also opened four new Transit Facilities and built two new Import Distribution Centers.  Another improvement to some stores includes the self-checkout system.  This reduces the time the customer has to spend waiting in line and allows a constant flow of people to be checked out of the store.

HR Issues

Home Depot, Inc. strives to achieve the highest company morale.  During 2002, management surveyed associates and employees and found that 70% planned to further their careers at Home Depot, Inc.  While this percentage is higher than some leading competitors, adjustments need to be made to raise the retention rate.  During the year management also provided better pay and benefits to ensure satisfaction among employees.  Aside from pleasing just workers, the company “gives back” to local communities.  They participate in projects such as Habitat for Humanity and they have provided athletes jobs with full-time pay and benefits during their training for the Olympics.  Home Depot also provides employees classes for aerobics, dieting, and to help them quit smoking.

IS/IT Issues

There have been several advancements in technology this past year. One advancement was the introduction of self-checkout registers, which is also a key part of operations.  This empowers the customer and gives them a sense of control.  Another improvement was the connectivity for new stores.  The network development established better customer service by making sure each product was always in stock. 

	10. Internal Factors
	 
	Weight
	Rating
	Weighted Score
	 
	Weighted Comments

	
	1
	 
	2
	 
	3
	 
	4
	 
	5

	Strengths
	
	 
	 
	 
	 

	
     Technological Advances


	
	0.10
	3
	0.30
	Implementation Of New IT

	
     Improved Logistic Operations


	
	0.20
	5
	1.00
	SPI(Service Performance Improvement)

	
     Process Oriented R&D


	
	0.15
	4
	0.60
	Tripled From Previous Years

	
     Employee Efficiency


	
	0.10
	3
	0.30
	Increased Employee Wellness And Loyalty

	
     Store Diversity


	
	0.10
	2
	0.20
	EXPO, Supply, Landscape, Floor, Etc.

	 
	
	 
	 
	 
	 
	 
	 
	 

	Weaknesses
	
	 
	 
	 
	 

	
     Declining Stock Price


	
	0.20
	3
	0.60
	Shareholder Dissastisfaction

	
     Training


	
	0.05
	2
	0.10
	Slow In Recruiting And Training New Employees

	
     Depot Overload


	
	0.10
	2
	0.20
	Reduced Earnings Due To Clustering

	Totals
	 
	1.00
	 
	3.30
	 

	
	
	
	
	
	
	
	
	
	

	In both the EFAS and IFAS Analysis, is can be conlcuded that Home Depot, Inc. is responding to internal and external factors 

	above the average industry rate.
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These three examples depicted in the value chain represent the flow

of the product cycle.  Home Depot is able to provide everyday

low prices due to their ability to eliminate distributors.  Instead, 

Home Depot has their own line of distributors to reduce costs.  

Information for this value chain was gathered via phone interview

by sales representative Michael Burns.                                                                                                                                                        
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Fiber glass yarns manufactured by Owens Corporation.





Yarns are then sent to New York for further construction.





Plumbing








Raw materials manufactured in Baton Rouge, La.





Plumbing products shipped to “YoW” (Your “other” Warehouse).





“YoW” acts as a master distributor of the specialty plumbing items.





Products are shipped and distributed to Home Depot Retail Stores.





House Wares








Raw materials manufactured in Europe and the Far East.





Shipments arrive via Muir’s Cartage Carrier to Port of Charleston or Savannah Harbor.  Shipments also arrive by air freight.





Glassware





Raw materials gathered from Texas and Ohio.





Shipments arrive at Home Depot Imports Distribution Center in Savannah, Georgia.





Material, receiving, incoming product storage and order picking activities are conducted using conventional distribution techniques.





Rolls of fiber glass are shipped to Saintgeobain in Dover, Ohio, where they are slit to retail size.





Home Depot then buys direct from Saintgeobain.





Products are shipped to Home Depot Retail Stores.





AGV’s (Automatic Guided Vehicles) are used to relieve materials handling congestion.
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