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W
arning: the retail roller coaster is not for the faint of heart.

For the last several years, one jarring bump after another has
been felt along the industry’s path. 

In 2004, the ongoing war against terrorism, the long build-up
to the presidential and gubernatorial elections, worry about increased
taxes and so forth have Hoosiers curbing their spending habits.

Discussing the volatile economic, workforce and technology influences impacting the retail
sector are:

All about the economy
“The last three years have been probably some of the most difficult economic gyrations that

we have had in my 31 years (at Kittle’s),” Durkott offers. “In today’s day and age, our business
really is affected by consumer confidence (willingness to spend on non-essential items), which is
probably the number one driver.”

The bad news: in Indiana and across the Midwest, consumer confidence fell from 88.2 in
August to 75.1 in September, according to the Conference Board, a nonprofit business research
organization. The good news: it’s higher than a year ago.

“If you talk to any retailer, 2000 was probably the high watermark with record earnings and
record sales. Since then, because of consumer confidence, it’s been a different story,” Durkott states.

“9/11, the stock market, the war in Afghanistan, then obviously the war in Iraq and the aftermath.
Now, the increased price of oil. The consumer is being buffeted by economic bad news.

“As a result, our year has been driven by the holidays – Memorial Day, Fourth of July, etc. In
between, everybody was hit pretty hard; that’s when negativism from the presidential campaign
was really heavy,” he explains.

Labor Day provided a much-needed boost for the furniture retailers and others. “That was
the largest single day in the history of our company.” Durkott reports. “Since then, it’s been a
challenge to get people to come in. In turn, that makes it a challenge to plan.”

At the Indiana Retail Council, Monahan represents a broad cross-section of small and large
merchants – all of whom have felt the economic crunch to some degree.

“John is right on target with the ebb and flow of retailing in the last three years…with perhaps
the exception of discounters,” he notes. “Although, while Wal-Mart and Target do better than
most retailers, even of late you see that sales growth is slowing significantly there too, which is a
great indicator of just how challenging it is for retailers today.”

Durkott specifically points to the increased gasoline prices as a tremendous impact on all
retailers right now, especially those whose main customer base has a low or fixed income.

“With the Wal-Mart customer, when you take $100-$200 out of his budget because of higher
gas prices, there’s not a whole lot of extra cushion there. So that’s why you see even the discounters
starting to have challenges in sales growth.”

Another result of increased oil prices is higher home heating bills this winter. This is aBy Rebecca Patrick
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genuine concern for the retailers’
prime holiday period and shortly
thereafter, which sets the tone for
the entire year.

Employees and turnover
One constant in the retail

industry is turnover. The number
depends on the type of retailer.

“Convenience stores see about a
300% turnover rate in a year, which
is just huge,” Monahan notes.

In the low-margin world of retailing,
the cost of turnover can be devastating.
One way to counteract it – before it
even happens – is making a bigger
investment up front in the recruitment
process.

“We spend more time than ever trying to identify whether
or not you will be a good fit,” Durkott relays. “We put candidates
through tests to see if their personalities fit the kind of person
we feel we need. So we know more than we ever used to; we
try to help reduce the cost of turnover by not making the
wrong hire.”

As for actual recruitment, Durkott says advertisement in
newspapers is no longer a good avenue for his company. “For
the younger generation, we use Monster.com. And, we have
incentive programs for other associates to refer people to come

in and work.”
Tactics aside, there is an intense battle for the workers.
“Retailers aren’t just competing against themselves for

that employee, they’re competing against restaurants, hotels, a
variety of entry-level
employers that are all vying
for that individual,”
Monahan declares.

“Retailers are constantly
surveying the marketplace not
just for wages but for what
kind of benefit packages
their competition is offering.
And they’re doing their very
best to stay competitive.”

The reality, however, is
that a minimal pay hike can

lead to workers moving from place to place. “In some segments
of retailing, employees will leave for a 25-cent-an-hour increase,
which seems a bit short-sided to me, but nevertheless, people
are doing it,” Monahan notes.

Durkott contends that a lifestyle attitude change makes
hiring even more of a challenge. 

“The younger professional generation doesn’t necessarily
want to have an environment where they’re constantly working,
like my generation,” he claims. “Obviously, they want a more
balanced life. For retailers, that’s a big issue.”

“In our industry, the bulk of our business is done on

“We need to have a better
trained workforce that’s
able to command a high
salary. Retailers need
shoppers, and the best way
to do that is to grow the

state through economic development efforts
and job creation.” 

– Grant Monahan
Indiana Retail Council

Since appliances first became a necessity, Hoosier retailer
HH Gregg has been on the scene. A major factor in the
company’s 50-year success is its corporate culture,
as well as the ability to offer new products and services

to its customers, according to Bob Ellison, chief information
officer at HH Gregg.

“I think culture is the biggest thing in every company. For
us, that’s selling on the culture that HH Gregg has of being
family-value oriented. It creates an environment within
which people want to work; that is the first thing needed.”

Hand-in-hand with business atmosphere is the proper
training of salespeople, Ellison believes. “We conduct weekly
training classes in product knowledge, customer service and
sales skills. This is how we show our folks we’re making an
investment in their future, which is positive.”

The average tenure at HH Gregg is a decade, which
Ellison attributes to the company’s pay structure “that hourly
retailers just can’t match.” 

Like other merchants dealing in larger, higher-priced
items, the majority of HH Gregg’s business walks through the
door wanting to see and touch the products. The company’s
online web presence serves to drive customers to do just that.

“The web can be one of two things for you. It can either
be a revenue generator or it can be a footstep generator,” Ellison

asserts. “For us, it’s the latter. Because everybody in the world
is going to the Internet and then to Yahoo.com to type in
appliances and Indianapolis, we want HH Gregg to appear there.”

A byproduct of the Internet’s instantaneous information
exchange is the increased premium placed on speed of delivery
across the board by consumers.

“I think the consumer always wants a faster transaction
from the time they walk into the store to the time they walk
out. So we always have initiatives under way to improve customer
processing time, not just because it’s a savings to us – for in
our business whether we process them in 60 seconds or two and
a half minutes, there’s really no dollar value I can associate with it. 

“Rather, it’s what the consumer associates with it, whether
you’re a company that’s got it on the ball or doesn’t, and whether
they enjoyed the experience or they didn’t,” Ellison affirms. 

“You have to continually improve the experience, the
whole environment in the store. When you get down to the
technology, it’s always how can we take 10 seconds off of this
or how can we make it a three-step process for the consumer
versus six. The same words we’ve used for a decade in our
business about business process re-engineering – blowing it
up and saying let’s cut some steps out – still applies today.” 
Resource: Bob Ellison, HH Gregg, at (317) 848-8710 or
www.hhgregg.com

Retail Snapshot: HH Gregg
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Friday, Saturday and Sunday. Looking at retailing in general, that’s when the consumer is going
to want to go out. We have to be open nights, weekends – and holidays.”

Other mitigating circumstances
Durkott also believes many retailers are up against a demographic shift, as the baby-boomer

generation moves away from the prime retail segments. “That
group has been a key driver of our business for a lot of my
career; that’s changing. “I think we have eight to 10 years
before the next wave, the X Generation, starts coming in
droves. That group is about half the size of the baby-boomer
population (at 80 million).”

Another shift that has loomed large for retailers is the
move to a truly global economy, most notably with China and
other Far East countries.

“That’s impacting us very dramatically. Over 40% of the
furniture that I’m selling is coming direct from China, including

brands customers may be familiar with,” Durkott offers. “In the last five years, China has exploded
as a main source of furniture, which has caused major upheaval within the furniture industry –
with domestic production facilities significantly reduced or closed.”

No question, China’s presence is being felt by Hoosier retailers. “It has caused between a two
and five percent price deflation in sales revenue for us,” Durkott states. “Keep in mind, most
bottom lines in retail are probably between two and five percent, what their net profit is.”

On the flip side, China has positively affected consumers’ wallets.
Monahan explains, “You see less expensive goods available on retail shelves, and the customer

who is strapped to make ends meet in the family budget is able to take advantage of that.
“So, while John and his company wrestle with that gross margin every day, his customer wins.

And retail customers are winning across the
board…if a retailer is selling merchandise
from China, you can stretch that family
budget that much farther.”

The networked retailer
A virtual prerequisite for retail success

nowadays is an investment in technology.
“To survive from a cost standpoint, you

need technology to do things faster, quicker,
with fewer people. It’s just a given that you
will not survive very long in retail without
it,” Durkott asserts.

At Kittle’s, technology is viewed as a
competitive advantage. “We’ve made substantial
investments in technology, which has been
a great enabler for our associates in all our
work processes. Plus, we’ve tried to make the
shopping experience as easy as we possibly
can,” Durkott states.

“From an operational standpoint,
technology has been an absolute enabler
for us to grow to the size that we are with
the fewest number of people necessary.”

The initial investment, however, doesn’t
come cheap.

“The cost of technology is substantial,”
Durkott admits. “Obviously, the price of
computers, etc. has come down, but it’s still
a pretty dramatic investment for the average

“We put candidates through
tests to see if their personalities
fit the kind of person we feel
we need. … we try to help
reduce the cost of turnover
by not making the wrong hire.”

– John Durkott
Kittle’s Furniture
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retailer to be in an online (and networked) environment.”
Part of the technology prong is the Internet. Over the last

decade, retailers have increasingly exploded onto this scene.
“Traditional brick and mortar stores are doing everything

they can to grab a piece of that business and have a presence
online as much as the Amazon.com guys have,” Monahan reports.

According to Durkott, the furniture industry is “in the
backwaters” when it comes to web presence, but the companies
are there.

“Most of the brands we do business
with will not allow us to quote prices
over the Internet, so our web site is
primarily for informational purposes.
It is designed to initially acquaint you
with the idea of who we are, where
our stores are, the various divisions for
Kittle’s and our product offerings,”
Durkott explains. 

“The goal is to have someone come
into the story and say, ‘I saw this on
the web site; I want to talk about this.’

“You simply don’t know the comfort
level of a chair or mattress by looking
at the computer screen. In my lifetime,
the Internet is more of an assisting tool
rather than a pure generator of furniture
business.”

For the small retailers, its difficult
to fully play the online game, Monahan
relays. “Being smart about where you
put your resources is crucial for any
retailer.

“We always encourage small
retailers – and maybe this is easier
said than done – to focus on their
niche, to identify their strengths and
really feed off these. If they do that, we
believe they can succeed against the
mass merchants in their communities.”

Technology advancement
The next wave of technology for

retailers is the advancement in bar coding
called radio frequency identification
(RFID), which allows for storage of
more complex levels of information.

“RFID will first make its mark in
the distribution centers, on large pallets,
packages and shipping containers. It
will be a terrific inventory control tool for
retailers – to know exactly where their
inventory is throughout the distribution
system,” Monahan enthuses. 

“There is possibly the day when
you’ll see RFID on individual packages,
but costs prohibit that now. That’s several

years off.”
Durkott says his merchandise “would fit RFID to a tee once it’s

affordable at the unit level” – both for inventory and marketing
purposes.

“In the future, if you can know who the ultimate customer
for a particular product is more precisely than I can right now,
from a technology standpoint, then I won’t waste my time trying
to attract somebody else,” he continues.

F R I E N D SF  O  R  E  V  E  R

We cannot merely appreciate the environment, we must work to protect it. 
If treated well, it’s a friendship to last forever.

Remember the first time you climbed a tree, swung from its branches, or lay in its shade just
looking up? We do. We value those memories and wish them for our children. IPL is aware of the

benefits of trees and is proud to support programs, which seek to beautify and enhance our
world. We have been planting trees since 1990 as a part of our “Trees for Tomorrow” program.

Our dedication to the environment has never been more evident than it is today.

Continued on page 68



“For example, we just sent out 250,000 invitations…if I
had a special offering for sophisticated contemporary furniture,
and you’re a traditional person, I’m not going to send you that
invitation. I’ll just send it to those buying contemporary furniture.”

Parting thoughts
“The ultimate challenge for anybody in retailing today is

to have an ‘A’ location. You must have that to survive,” Durkott
declares. “That means you have to go where the demographics
are. Then on top of that, you’ve got to pay competitive wages
to attract people to retailing, and health care costs are just
blowing retailers to bits!”

Locally, what can be done to improve the retail climate?

“For Indiana retailers, the economy and job growth are
critical. We need to have a better trained workforce that’s able
to command a high salary,” Monahan asserts. “We need to have
more people moving into this state. Retailers need shoppers, and
the best way to do that is to grow the state through economic
development efforts and job creation.

“These two components are critical to moving Indiana
forward. And when Indiana moves forward, the state’s retail
community will move forward as well.”
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Resources: John Durkott at (317) 849-5300

Grant Monahan at (317) 632-7391
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