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EXECUTIVE SUMMARY
If you ask someone to name the leading home improvement retailer, they will most likely
answer either Home Depot or Lowe’s. The home improvement market in the US has
shown strong growth in recent years.
Home Depot primarily serves three customer groups:
➢ Do-It-Yourself ("D-I-Y") Customers that want to do their own home
improvement projects.
➢ Do-It-For-Me ("D-I-F-M") Customers: which are typically home owners who
purchase materials themselves and hire third parties to complete the project and/or
installation.
➢ Professional Contractors that buy supplies directly from Home Depot.

The recommendation is that Home Depot continue to focus on the five proposed key
strategies in order to drive growth for their business:
1.
2.
3.
4.
5.

Connect associates to customer needs.
Interconnected experience: stores to online, and online to stores.
Connect products and services to customer needs.
Connect product to shelf, site and customer.
Innovate our business model and value chain.
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GENERAL COMPANY DESCRIPTION

COMPANY NAME AND LOCATION
The Home Depot, Inc.
2455 Paces Ferry Rd. Nw.
Atlanta, GA, 30339

BUSINESS OVERVIEW
First, Home Depot is the largest retail home improvement chain in North America with
stores in the United States, Mexico and Canada. Home Depot has 2,365 stores.
Home Depot is heavily dependent on the success of the economy. When the recession hit
the US in 2008, the company struggled since the priority of the American people at that
time was not buying or renovating homes. An expanding economy and stable housing
market have resulted in strong revenue growth for Home Depot with 34% growth over
the past 5 years.
In 2016, the Home Depot delivered $94.5 billion in annual revenue—and it did it without
opening a new U.S. store in the past three years.
Additionally, Home Depot has a strong online presence and participate in e-commerce,
maintain social media, write blogs and have very simple and efficient mobile
applications.
Home Depot primarily serves three customer groups:
•

Do-It-Yourself ("D-I-Y") Customers that want to do their own home
improvement projects.

•

Do-It-For-Me ("D-I-F-M") Customers: which are typically home owners who
purchase materials themselves and hire third parties to complete the project and/or
installation.

•

Professional Contractors that buy supplies directly from Home Depot.
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COMPANY HISTORY
April 14, 1978 - Bernie Marcus and Arthur Blank were fired from Handy Dan Home
Improvement Centers. Bernie Marcus and Arthur Blank dreamed up Home Depot from a
coffee shop in Los Angeles in 1978. Avid Do It Yourselfer’s, they envisioned a
superstore that would offer a huge variety of merchandise at great prices and with a
highly trained staff.
•

In 1989 – Home Depot opened its 100th Store

•

Ten years later, Home Depot was added to the Dow Jones Industrial Average.

•

In 2005 – Home Depot opened its 2,000th Store

In 2012 - Home Depot celebrated its 100th Mexico store. In 1946 Carl Buchan and James
Lowe Founded Lowe's - It was formed as a small-town hardware store selling everything
from overalls and snuff to wash tubs, work boots and even horse collars.
In 1952 James Lowe bought out Buchan and eliminates the middle man and deals directly
with the manufacturers
Nine years later, Lowe's trades at the New York Stock exchange.
21 years later, in 1982, Lowe’s recorded a Billion Dollars in revenue.
Between 2005 – 2012 Lowe's opened 479 stores.

BUSINESS MODEL
The Home Depot focuses on the customers first and all the way down the pyramid to the
CEO. Their business model focuses on leadership development, training, and values
which are considered essential to their competitive advantage. The Home Depot places a
tremendous focus in their business model, on providing excellent and responsive
customer service.
Another, element of Home Depots business model has to do with the strategic locations
of their stores. Home Depot’s focus on more densely populated markets has helped it
maintain an edge over their competition.
The structure of Home Depot consists of the CEO, Craig Menear, the board of directors,
senior management, management at the local store level, and the associates.

8
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KEY MARKET SEGMENTS
Home Depot primarily serves three customer groups:
•

Do-It-Yourself ("D-I-Y") Customers that want to do their own home
improvement projects.

•

Do-It-For-Me ("D-I-F-M") Customers: which are typically home owners who
purchase materials themselves and hire third parties to complete the project and/or
installation.

•

Professional Contractors that buy supplies directly from Home Depot.

COMPETITIVE POSITION
Home Depot holds 24% of the market share and Lowe’s holds 17%. An expanding
economy and stable housing market have resulted in strong revenue growth for Home
Depot 34% growth and Lowe's 29% growth over the past 5 years. Home Depot’s focus
on more densely populated markets has helped it maintain an edge over their rival
Lowe’s. As we look at the store placements, Home Depot has a heavier presence in the
West than Lowe’s who has a bigger presence in the East. Home Depot has a bigger
footprint than Lowe’s in urban areas and densely populated suburbs.

As an example, Home Depot has over 230 stores in California, while Lowe's has 111. If
we consider how many households are within 5 miles of a Home Depot or a Lowes you
will see that Home Depot has almost 55% greater opportunity to Lowes.
9
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LEADERSHIP ASSESSMENT
The leadership structure of Home Depot is fairly simple. The structure consists of
a CEO, the board of directors, senior management, store level managers and
finally the store associates.

10
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CRAIG MENEAR – CEO, PRESIDENT AND CHAIRMAN

Craig Menear is the Chariman, CEO and President of The Home Depot, In. and has been
since February 2015 (Corporate Home Depot, 2019). Before becoming the CEO Mr.
Menear worked for Home Depot for over 20 years in many different positions. He serves
as a servant leader and wants Home Depot to always be serving others.

Home Depot’s CEO holds a Bachelor of Arts degree from Michigan State University’s
Eli Broad College of Business. He also serves on a board of directors for, the Atlanta
Committee for Progress, a partnership between the Mayor and leading business, civic and
academic leaders. In addition to, being extremely active in supporting the Salvation
Army.

Craig Menear is quoted on the main company website as saying, “my best days are those
that I get to spend with associates and customers in our stores, distribution centers and

11
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call centers. Watching our culture and values in action is an amazing thing – it’s our
competitive advantage” (Corporate Home Depot, 2019).

ANN-MARIE CAMPBELL – EXECUTIVE VICE PRESIDENT

Ann-Marie Campbell is Home Depot’s Executive Vice President over all of their U.S.
stores (Corporate Home Depot, 2019). She began her career with the company in 1985 as
a cashier and has worked her way up through the organization. Currently, Ms. Campbell
leads the company’s three U.S. operating divisions comprised of nearly 2,000 U.S. stores
and the majority of Home Depot’s 400,000 associates.

She is an incredibly accomplished business professional, to include Fortune magazine
listing her among the top 50 most powerful women in business for 4 consecutive years,
including recently as number 16 in the magazine’s 2018 rankings. DoSomething.org
12
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named Ann-Marie as on of the 2018 Inspirational 25, a group of leaders who are
shattering expectations and challenging the status quo in the tireless pursuit of a better
world.

ORGANIZATIONAL CHART

The Home Depot’s organizational chart.
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SENIOR LEADERSHIP TEAM

•

Matt Carey – Executive Vice President & Chief Information Officer

•

Ted Decker – Executive Vice President, Merchandising

•

Mark Holifield – Executive Vice President, Supply Chain & Product
Development
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•

Tim Hourigan – Executive Vice President, Human Resources

•

Bill Lennie – Executive Vice President, Outside Sales & Service
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•

Teresa Wynn Roseborough - Executive Vice President, General Counsel and
Corporate Secretary

•

Carol B. Tome – Chief Financial Officer & Executive Vice President, Corporate
Services

•

Jose Barra - Executive Vice President, Merchandising Décor
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•

Giles Bowman – Senior Vice President, Merchandising, Building Materials

•

Marc Brown – Senior Vice President, Store Operations

•

Haydn Chilcott – President, Western Division

17

17

Business Plan Phase 7: FINAL ORGANIZATIONAL

•

John Deaton – Senior Vice President, Supply Chain

•

Crystal Hanlon – President, Northern Division

•

Jeanine Huebner – Senior Vice President, Hardlines
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•

Jim Hovis – Senior Vice President, Brand & Product Development

•

Jeff Kinnaird – President, Canada
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•

Richard McPhail – Senior Vice President, Finance Control & Administration

•

Shane O’Kelly – Senior Vice President, Outside Sales & Service; CEO, Interline
Brands

•

Hector Padilla – President, Southern Division
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•

Jose “Pepe” Rodriguez – President, Mexico

•

Kimberly R. Scardino – Senior Vice President, Finance

•

Adolfo Villagomez – Senior Vice President, Online and CMO
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•

Fahim Siddiqui – Senior Vice President, Information Technology

•

Paul Antony – Senior Vice President, Technology

22

22

Business Plan Phase 7: FINAL ORGANIZATIONAL

STRATEGY ANALYSIS
SWOT ANALYSIS
Strengths:

•

•
•
•
•
•
•
•
•
•
•
•

Market Leadership - Home Depot is the largest home improvement retailer in the
world, and they maintain massive power over their competitors. This allows
them to have a tremendous amount of bargaining power. Due to their size they
can inhibit the rise of new competitors. They have over 2269 stores worldwide.
Home Depot has exhibited financial stability.
High annual revenue.
High quality service.
Brand Value – Home Depot ranks at the 28th position in the report published by,
Brand Finance with their brand value at $28.798 billion (Bhasin, 2019).
Higher than average, operating margin.
Lower operating expenses, as Home Depot’s products do not sit on the shelf as
long as their competition, such as Lowes.
Compared to the competition, Home Depot has more cash available for debt
settlement and they are better at converting inventory into dollars.
Sector Value – Home Depot is dominates the retail sector, they are ranked 2nd,
which gives them a massive amount of strength to grow and expand.
Close relationships with their suppliers.
Product Portfolio – Home Depot offers an attractive range of products all in one
place.
Home Depot can offer ECO friendly products, with over 9000 products that fall
into the Eco-friendly category.

Weaknesses:
•
•
•
•

Limited supply chain.
Dependency on low fuel costs, and the cost of transportation is on the rise.
Dependence on the U.S. market.
Legal Obligations – Home Depot received subpoenas from the DA of Alameda
County, California in connection to disposal of hazardous wastes in the facilities,
which can negatively impact the brand.
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Opportunities:
•

•

•
•
•

New Sales – Home Depot’s industry is estimated to rise in the United States, by
7%. Till 2019, the United States home improvement market is expected to be
valued at $332.2 billion, with an increase of 27.5% since 2014.
Online Shopping – There is an increased demand for online purchasing power
and they are expecting to increase their online sales from $169.3 billion to
$297.2 billion with a CAGR of 15.1%.
Global expansion.
Diversification of business.
The Hispanic population is on a rise in the United States, and is expected to
become 119 million in 2060 from 55 million in 2014 (Bhasin, 2019).

Threats:
•

•
•
•

Rising Labor Costs – The labor costs in the United States continue to rise and
Home Depot values quality employees, as they believe in paying them well.
With the cost of rising employment costs, this in turn reduces the overall
profitability of Home Depot.
Substitutes or competition.
Increased Regulations on Credit Cards
Economic slow-down.

STRATEGIC PLANNING AND DEVELOPMENT
Home Depot’s strategic planning and development focuses on key elements such as:
1.
2.
3.
4.
5.
6.

Innovation
Supply Chain Investments
Fast Efficient Deliver – Anticipating Higher Transportation Costs
Digital and Online Sales
Strong Associate Base
Strategic Location and Size of Stores

The Home Depot delivered a sales increase of nearly 11% leading into 2019, and a
comparable sales improvement of 3.2%, which are impressive growth figures in the
retail industry today (Forbes, 2019). One of the things that Home Depot is doing is
investing in their supply chain, to respond to anticipated increases in transportation
costs.
24
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(Forbes, 2019).

Another strategic area of focus for Home Depot is, helping both the pro and the DIY
customer work faster and more efficiently. “The company now delivers to 35% of the
population within two days; it is planning to deliver to 90% of the population overnight
in the next five years” (Loeb, 2018).

While currently, Home Depot only generates about 7% of the sales online, many
customers order online and use the pick-up-in store feature. As of the last quarter in
2018, the online sales for Home Depot had increase by 28% (Loeb, 2018).

Under the direction and leadership of Ann-Marie Campbell, she manages the loyal and
devoted 400,000 Home Depot associates. One of the strategic focuses of Home Depot is
to care for and develop strong associates, they are also typically paid higher wages than
that of their competition, for example Lowes Home Improvement. The strong leadership
and management teams make Home Depot one of the few companies to see consistent
growth in the retail industry.

INNOVATION
The Home Depot is extremely focused on innovation, to continue to be a leader in the
home improvement industry. They award a number of their suppliers the, ‘Innovation
25
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Award’ annually in recognition of their efforts to develop new and important products
(Loeb, 2018). Home Depot assumes a leadership role in recognizing and thanking
customers or suppliers that seek out ways to improve.

In addition, to Home Depot’s leadership role in recognizing innovation, they have also
made significant investments in improving their supply chain process to anticipate rising
transportation costs (Forbes, 2019). Home Depot is looking to invest in the
infrastructure of their supply chain with an expected $1 billion over the next five years.

VISION STATEMENT
Officially, Home Depot does not have a vision statement, however they do have two
main vision statements for their business. The are driven as an organization by their
founders’ original purpose, which is to provide “one-stop shopping for the do-ityourselfer” and “to create a company that would keep alive the values that were
important to us. Values like respect among all people, excellent customer service and
giving back to communities and society” (Ferguson, 2017).

MISSION STATEMENT
The Home Depot is in the home improvement business and our goal is to provide the
highest level of service, the broadest selection of products and the most competitive
prices.

The mission statement has the following key elements:
1. High quality service
2. Broad product selection
3. Competitive prices

COMPANY VALUES
Another foundational symbol for the Home Depot culture is the value wheel. The values
are instilled in the mind of every associate hired by Home Depot and they are expected
to live them out every day. Home Depot’s website states that, “Our values are the fabric
of the Company’s unique culture and are central to our success” (Home Depot, 2019).
The value wheel can be found on every Home Depot associate’s apron as they work
26
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throughout the day, a constant reminder of what they stand for.
The Home Depot values:
1.
2.
3.
4.
5.
6.
7.
8.

Taking care of their people.
Giving back to their communities.
Doing the right thing.
Having excellent customer service.
Creating shareholder value.
Building strong relationships.
Entrepreneurial spirit.
Respect for all people.

27
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LONG-TERM GOALS
Home Depots long-term objectives are to focus on six key elements:
1.
2.
3.
4.
5.
6.

Stores
Associates
Interconnected Experience
Product and Innovation
Pro and Services
Supply Chain and Delivery
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The financial targets for Home Depot in 2020 are a projected sales growth of 6%, sale between
$115-$120 billion, an operating margin of 15%, and ROIC of 36.4%-39.6% (Corporate Home
Depot, 2017).

CUSTOMERS AND CUSTOMER-CENTRICITY
CURRENT CUSTOMERS
Home Depot’s current customer base falls into three primary types of customers:
•
•

•

Do-it-yourself customers, which includes home owners that buy products either online
or in-store and they install the products themselves.
Do-it-for-me customers, this customer demographic includes those wanting a third party
to provide the installation of the products. The products installed by a third party could
include flooring, cabinets, countertops, water heaters, and sheds. Home Depot provides
in-house consulting and installation services for these customers.
Professional customers, to include builders, traders, contractors, renovators, and interior
designers.

Part of Home Depot’s success with their current customers comes from their philosophy that
focuses on the, “whatever it takes” attitude (Market Realist, 2019). Home Depot prides
themselves on providing excellent service and a wide variety of products at the right prices. The
employees at Home Depot are well trained to assist customers and professionals with making
the appropriate choices.
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CUSTOMER EXPERIENCE STRATEGIES

Loyalty Program

Home Depot is strategic about managing and growing their customer base. They have invested
heavily in their customer loyalty program. In 2013, Home Depot launched a new program
called, Pro Xtra, which focused on targeting professional customers (Market Realist, 2019). The
success of the Pro Xtra loyalty program included product discounts, exclusive product offers,
and an online component that allowed customers to track purchases and receipts online.

Private Label Credit Card

Another customer strategy that Home Depot focuses on is offering, private label credit accounts.
This allows Home Depot to offer a co-branded credit card with Citibank.

Workshops and Clinics

Home Depot believes in offering workshops and clinics, that are primarily targeted towards their
do-it-yourself customers. By offering workshops and clinics, Home Depot builds brand loyalty
with their customers, while providing value added learning opportunities. Often the clinics and
workshops lead to upselling customers. Even children are encouraged to attend kid’s workshops.
Offering kids workshops creates an emotional connection to the organization and follows the
“catch ‘em young” philosophy. Besides, the workshops and clinics, Home Depot is noted for
having the largest garden club.

Product Exclusivity and Customizations

Home Depot’s vast product offering, product exclusivity and customizations attracts customers
by selling innovative and exclusive products. For example, Home Depot offers a Color Solutions
center for painting that includes Behr from Masco, Glidden, and their own Home Decorators
Collection brands. They also host exclusive new launches of grills through strategic partnerships
with Weber, Nexgrill, and KitchenAid.

30
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Online, e-Commerce and Social Media

Home Depot is known for having a strong online presence, e-commerce site, social media
presence, simple and efficient mobile applications, and self-help blogs. Digital investments are a
priority to Home Depot, and programs like their click-and-collect option allows customers to
buy online and pickup in the store. Case in point, they are able to leverage their physical stores
network, while reducing the need for greater investments in logistics.
Additionally, Home Depot has made many upgrades to their mobile commerce capabilities, with
smartphone interfaces that give customers the ability to convert web sales made in the aisle and
check out using a mobile phone, thus eliminating the need to line up at the checkout counter.
Home Depot was one of the first early adopters of the adobe experience platform, which allows
them to create real-time customer profiles using data insights as a way to enhance and customize
their customers online shopping experience.
“With nearly 2 billion visits to homedepot.com in 2018, more and more consumers are
incorporating the digital experience into their shopping journey; out of a total $108 billion of
sales in 2018, nearly 8% were attributed to online. To further highlight the blend of physical and
digital, nearly 50% of The Home Depot’s online sales were fulfilled in store, with 20% of these
shoppers making an additional purchase in the same trip” (McNamee, 2019).

POTENTIAL CUSTOMERS
Online and e-Commerce
Home Depot is continuing to look for new ways to attract more consumers and to better serve
their existing customer base. With more than 2,200 physical retail stores across the United
States, Canada, and Mexico, Home Depot wants to focus their attention on capturing everything
including website activity, in-store sales, call center volume, return volume, and order
cancellations to improve the consumer experience across all touchpoints. “The Home Depot ties
marketing clicks back to customer profiles, enabling them to measure and identify the impact of
investments by channel” (McNamee, 2019).
Significant resources have been allocated towards accurately mapping changing customer
behaviors and increasing the focus on owned and earned content to deliver an exceptional
customer experience, whenever and however customers choose to shop. The key to seeking and
retaining new customers is understanding and leveraging technology, to improve the quality of
the experience. Some of the tools Home Depot uses to enhance the customer experience are the
Adobe Experience Cloud and the Adobe Experience Platform, analytics, customer experience
management and audience management.
Expanding Global Functional Groups
Home Depot continues to seek new customers, through expansion and development of their
31
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global presence. The company has a Human Resource Management group, and a Global
Merchandising group, composed of the Hardlines Merchandising group, the Décor
Merchandising group, and the Building Materials Merchandising group (Greenspan, 2018).

DETERMINATION OF CUSTOMER SATISFACTION AND ENGAGEMENT
Home Depot has implemented customer satisfaction tracking, called CSAT or customer
satisfaction scores. The CSAT’s are continuing to trend up as the retailer is seven months into
what they call a three-year “investing journey” in their retail stores (Grill-Goodman, 2018). The
company expects to invest nearly $11.1 billion in the next three fiscal years in the company,
with $5 billion of investments in the retail locations.
Notably, they have implemented a way-finding sign and store refresh package, which is ahead of
schedule with 500 stores renovated. Customer satisfaction is also the focus of a general clean-up
of the stores, with new floors, added lighting, fresh paint, remodeled customer restrooms and
even updates to associates breakrooms. Another important improvement to overall customer
satisfaction, is the rollout of electronic shelf labeling technology, making it easier to find what
consumers are looking for (Grill-Goodman, 2018). These upgrades incorporate the use of
technology, with iPad-sized electronic price signs and digital information on products readily
available in the stores.
Another improvement to the customer experience includes enhancements to delivery options,
with the rollout of small parcel express delivery form store via car and van in nearly all of the
retailer’s major markets in the United States. Supply chain investments have also improved the
customer experience, by opening their first Market Delivery Operation (MDO).
As highlighted earlier, online sales and e-Commerce continues to be a focus, with 2018 online
sales growing by 26% from the second quarter of 2017 (Grill-Goodman, 2018). Home Depot
aims to hone in on what customers want most, through synthesized access, product availability
and pinpoint delivery (Pearson, 2019).
Home Depot wants to create an all-in-one presence, providing a seamlessly interactive online
and offline customer experience.
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The customer experience (Pearson, 2019):

SYNTHESIS: CUSTOMERS AND CUSTOMER-CENTRICITY
The Home Depot continues to grow and invest in an interconnected customer
experience, weaving the retail and online shopping experience together in order to create
a more efficient and optimized consumer experience.
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“Our focus on providing localized and innovative product selection, improving the
interconnected customer experience, and driving productivity resulted in record sales
and earnings” Home Depot CEO Craig Menear said during the recent earnings call
(Tierney, 2017). The company continues to beat competitors and serve their growing
customer base through a more deliberate and aggressive focus on innovation of its core
business model, which allows them to better serve the needs of a diverse group of
customers.
ORGANIZATIONAL PERFORMANCE
PERFORMANCE MEASUREMENT
Comparable-Store Sales
Sales growth continues to rise, ensuring Home Depot maintains plenty of distance
between their competitors in the market place. Home Depot achieves their high sales
numbers through a healthy mix of increased customer traffic and higher than average
spending.
Additionally, Home Depot’s net sales continue to grow (Stock Analysis on Net, 2019).
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Growth in High-Value Transactions
Pro sales continue to grow faster than the company average, in categories like fencing,
flooring, electrical wiring, and industrial lighting (Kalogeropoulos, 2017). Home Depot
also has seen a spike in transactions, supporting the push into the professional side of the
industry.
E-Commerce Sales Gains
Home Depot has invested heavily in their digital technology and the infrastructure that
supports their e-commerce sales. Relaunches to their website, and features like buying
online or ship-from-store options has contributed to the increased e-commerce sales. “Its
19% digital sales spike pushed e-commerce to just under 6% of the business, yet nearly
half of all orders till include a physical trip to a Home Depot location” (Kalogeropoulos,
2017).
Cash Flow
Home Depot has continued to grow their operating cash flow. The organization has seen
significant sales growth over the last five years, as well as growing their profit margins.
When a company grows its revenues and margins significantly at the same time, its
operating cash flows stand to see a larger increase as well.
Additionally, Home Depot has been highly successful at being more efficient than their
competition at converting its sales dollars into cash. Year after year, Home Depot has
succeeded in growing their cash flow margins as well.
Net Fixed Asset Turnover and Comparison to Benchmarks
35
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Net fixed asset turnover is one of the ways Home Depot can measure their performance
and also using a comparison to benchmark how they are stacking up to their
competition. The calculation for net fixed asset turnover is, net sales divided by net
property and equipment (Stock Analysis on Net, 2019).
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Adjusted Financial Leverage

Eco-Friendly Performance
The Home Depot has been committed to delivering Eco-friendly solutions. The
organization has made a decision to deliver products that promote the earths well-being
(Corporate Home Depot, 2019c).
PERFORMANCE ANALYSIS AND REVIEW
The Home Depot announced their fourth quarter and fiscal 2018 results reporting $26.5
billion for the fourth quarter of fiscal 2018, which proved to be a 10.9 percent increase
from that of 2017’s fourth quarter results (Corporate Home Depot, 2019b). In addition to
that, comparable sales for the fourth quarter of 2018 were positive 3.2 percent, and comp
sales in the United States were positive 3.7 percent. The increase in sale for 2018 was
7.2 percent, over 2017, reaching an impressive $108.2 billion fiscal 2018.
Some of the positive performance reviews that Home Depot highlighted with their
review of fiscal 2018 included guidance for fiscal 2019 (Corporate Home Depot,
2019b):
•
•
•

Comparable sales growth of approximately 5.0 percent for the comparable 52week period
Sales growth of approximately 3.3 percent
Five net new stores
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•
•
•
•
•
•
•
•
•

Gross margin of approximately 34.0 percent
Operating margin of approximately 14.4 percent
Net interest expenses of approximately $1.2 billion
Tax rate of approximately 25.5 percent
Share repurchases of approximately $5.0 billion
Diluted earnings-per-share growth of approximately 3.1 percent to $10.03
Capital spending of approximately $2.7 billion
Depreciation and amortization of expense of approximately $2.3 billion
Cash flow from the business of approximately $14.1 billion

Long-term financial target for 2020:
•
•
•

Total sales ranging from approximately $115 billion to approximately $120
billion
Operating margin ranging from approximately 14.4 percent to approximately
15.0 percent
Return on investment capital of more than 40 percent

Eco-Friendly Performance Review (Corporate Home Depot, 2019c).
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PERFORMANCE SYNTHESIS
Home Depot has many things to celebrate with their performance. One of the many
driving factors to their success is the growth of their digital segment, the investments to
their supply chain, and the improving housing market (Forbes, 2018). Both the growth
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in Home Depot’s top line, combined with the reduced effective tax rate has helped the
company’s overall standing.
Some of the notable driving performance factors are:
•
•
•
•
•

The potential of the housing market
Pro sales outpacing the DIY (do-it-yourself) sales
Improved E-commerce and digital shopping experience
Higher ticket size
Supply chain investments

The transaction follows Home Depot’s first-quarter of 2019 earnings, beating the market
expectations, with 5.7% year-over-year gain in sales to US $26.4 billion and earnings
US $2.27 per diluted share. The CEO of Home Depot, Craig Menear commented saying
he was, “pleased with the underlying performance of the core business despite
unfavorable weather in February and significant deflation in lumber prices compared to
a year ago” (Levine, 2019).
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WORKFORCE MANAGEMENT
WORKFORCE ENVIRONMENT
The Home Depot believes that their associates are their greatest competitive advantage.
As an organization they strive to attract, motivate and retain a high-performing, diverse
workforce. The Home Depot employs more than 385,000 associates and it is the fifth
largest employer of the companies listed on the S&P 500.
Home Depot has always prided themselves in the philosophy that people are at the heart
of everything they do. While markets can fluctuate, trends in shopping can change,
economies contract and expand, people are still at the heart of Home Depot’s success
(Corporate Home Depot, 2019d). As an organization, Home Depot considers it a
privilege to take care of their associates.
Employee Benefits
•
•
•
•
•
•
•
•
•

Wellness and personal development programs
Health benefits and screenings
Tuition reimbursement
Financial aid for employees in need
Success sharing profit-sharing, for hourly employees
Home award recognition programs
Financial rewards
7 Million hours of associate training completed each year
Quadrupled their profit sharing since 2006

Associate Diversity
Home Depot values diversity within their workforce. They strive to create an
environment of mutual respect, free from discrimination and harassment. Associates of
Home Depot are entitled to inclusiveness, diversity, trust and honesty.
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The Home Depot’s Chief Diversity Officer, Beatriz Rodriguez commented on inclusion
and diversity at a speaker’s series saying, “Diversity is being invited to the party;
inclusion is being invited to dance” (Ambrosetti, 2019). She further went on to express
that it was more than just having a diverse workplace and employees, but making sure all
of the associates internally, the suppliers and the community feel valuable.
The Homer Fund
Home Depot has nearly 400,000 associates and they have a nonprofit charity that
provides emergency financial assistance to associates facing unforeseen hardships
(Corporate Home Depot, 2019d). The homer fund was created in 1999, providing $165
million in assistance to 130,000 associates and their families in need. More than 93
percent of Home Depot’s associates contribute to the home fund. However, it was
originally started by the founders of Home Depot.
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Additionally, The Home Depot Foundation contributed over $4 million and volunteered
thousands of hours to help communities affected by catastrophic hurricanes and wildfires
(Home Depot, 2019).
WORKFORCE ENGAGEMENT & PERFORMANCE
The Home Depot’s Chief Diversity Officer, Beatriz Rodriguez shared some great facts
about the organization’s engagement and performance, noting (Ambrosetti, 2019):
•
•
•
•
•
•

41 percent of DIY customers are women
37% of Asian-Americans’ spending is towards home improvement
By 2020, 50 percent of new home buyers will be Hispanic
The U.S. Hispanic population is expected to nearly triple by 2050, according to
the U.S. Census Bureau
African-American and Asian populations each are expected to grow about 60
percent
More than 35,000 veterans are employed by, The Home Depot

In the 2018 Responsibility Report, the organization announced that they made an update
to their parental leave policy that allows six weeks of 100 percent paid leave to all
parents, and an additional six weeks of 100% paid maternity leave to all birth mothers
(Home Depot, 2019). They also went on to note that 50 percent of Home Depot’s new
hires are ethnically diverse.
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Awards and Recognition
The Home Depot has been recognized and celebrated for their efforts to improve the
communities they serve and support the diversity of their associates and workforce. Some
of the most recent awards and recognitions were listed in the 2018 report, including
(Home Depot, 2019):
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WORKFORCE AND LEADERSHIP DEVELOPMENT
Regarding workforce leadership and development, The Home Depot in 2017, launched a
pilot trades training program for separating military members in partnership with the
Home Builders Institute (HBI), to assist in creating the next generation of skilled
tradespeople. Over the next 10 years The Home Depot Foundation announced a $50
million commitment to train 20,000 tradespeople.
Workforce Strengths
Workforce Retention
Home Depot strives to hire and retain good people, by reinvesting in them. They have a
program called, Leaders Inclusion Network or Lead-IN, that empowers associates to lead
inclusively by engaging and championing their diverse talent. One of the focused areas is
the Women in Leadership curriculum that is used to help develop associates at all levels
(Home Depot, 2019). Another area that Home Depot focuses on is respect training for all
of their employees, inclusion and unconscious bias training.
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The Orangelife Advantage
A central part of Home Depot’s culture focuses on providing strong benefits to their
associates and to their families. They have created a culture that they call, The Orangelife
Advantage (Careers Home Depot, 2019).

Part of what makes The Home Depot’s workforce so strong is the organizations
commitment to their core values:
•
•
•
•
•
•
•
•

Excellent Customer Service
Taking Care of Their People
Building Strong Relationships
Respect for All People
Entrepreneurial Spirit
Doing the Right Thing
Giving Back
Creating Shareholder Value

The Home Depot works to improve the lives of their associates, by also improving the
communities they are a part of. Home Depot builds community partnerships, both locally
and nationally, which are representative of their diverse workforce. Some of Home
Depot’s strategic partnerships are (Home Depot, 2019):
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The Home Depot invests in their workforce by developing their associates and leaders
through:
•
•

•
•

•

E-Learning: Media-rich, self-directed learning offers focused, interactive
activities and actionable feedback.
Instructor-led experiences: Immersive training in the Atlanta SSC centers on
business acumen, technical skills and leadership skills for new leaders in critical
positions.
Online resources: An online library, on-demand resources including videos,
courses, book summaries, reference materials and performance support tools.
Executive development: Advanced business and leadership training empowers
experienced leaders to develop strategic business approaches and prepare for
high-level roles.
An annual survey called, the voice of the associate survey: To determine how
emotionally connected the associates are to their jobs, leaders and the company.
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Workforce Opportunities
Opportunities:
•
•

The Hispanic population is on a rise in the United States, and is expected to
become 119 million in 2060 from 55 million in 2014 (Bhasin, 2019).
Continued diversification of Home Depot’s workforce, making it a place where
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•
•

people continue to thrive and feel safe and respected.
Hiring and training military veterans and military spouses.
Global expansion into new markets, offering more opportunities to hire a diverse
workforce.

WORKFORCE SYNTHESIS
To synthesize Home Depot’s workforce, they believe that their associates are their
greatest competitive advantage. As an organization they strive to attract, motivate and
retain a high-performing, diverse workforce. The Home Depot employs more than
385,000 associates and it is the fifth largest employer of the companies listed on the S&P
500. There is a focus on continuing to grow and develop Home Depot’s associates,
leaders and communities.
Being a part of Home Depot’s team means having the Orangelife Advantage, with an
organization that truly values their people and seeing them succeed.

OPERATIONS MANAGEMENT
WORK PROCESSES & PROCESS MANAGEMENT
How does The Home Depot manage and improve their key products and work processes?
One of the ways Home Depot strives to improve their products is through Eco-Options.
Home Depot recognizes that their products have the potential to drive significant change,
by selling products that are greener, and promoting customers to have greener homes
(Home Depot, 2019). In 2007, The Home Depot launched their Eco-Options program,
that aimed to help customers identify products that have less of an impact on the
environment and to also encourage their suppliers to produce more sustainable offerings.
Ten years later The Home Depot continued their efforts by publishing there, chemical
strategy. Which goes on to detail their plans to work with suppliers to reduce indoor air
quality impact of chemicals used in the products. The publishing of the chemical strategy
was a significant milestone for Home Depot, after a decade of focused efforts on
sustainability. In addition to publishing the report, Home Depot is also a member of the
Retail Leadership Council, working closely to support the Green Chemistry & Commerce
Council (GC3). Both Home Depot and their suppliers partner together with the respected
third-party certification organizations and environmental nonprofits that encourage the
home improvement industry towards safer chemical ingredients.
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The Home Depot states that they are committed to (Home Depot, 2019):
•

The Home Depot is committed to increasing our assortment of products that
maintain third-party certifications of their chemical ingredients, and that meet
high environmental standards.

•

We encourage suppliers’ efforts to improve chemicals in categories with the
greatest potential impact on indoor air quality.
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•

We conduct periodic assessments of key categories to track progress on
environmental innovations in green chemistry.

Protecting and conserving precious resources, such as water is also a key operational
strategy for Home Depot.

Another area of sustainability that The Home Depot focuses on is energy, reducing
emissions and helping customers save on their power bills. “In 2017, we announced a
commitment to help our customers save another $2.8 billion in energy costs by 2020
through the purchase and proper use of Energy Star products” (Home Depot, 2019, p 50).
In addition to the Energy Star products, Home Depot also continues to support solar
options and energy storage.
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Sustainable packaging, is another operational focus for The Home Depot.
•
•
•

In 2017, THD redesigned 125 packages, to reduce the size and materials.
Home Depot estimates their packaging innovations abated 1.8 million pounds of
damaging-product waste last year.
In 2018, Home Depot strives to use 1,165 fewer 40-foot shipping containers
because of optimized packaging.

Another notable area of operational improvement for Home Depot is improving
emissions measurement as they reduce negative environmental impact and their carbon
footprint. “The Home Depot uses the GHG Protocol Corporate Accounting and Reporting
Standard, which has been adopted by over 90% of Fortune 500 companies to calculate
metric tons of greenhouse gas emissions and efforts to reduce them” (p. 60).
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The Home Depot improves their products and services, by reducing waste and recycling.

OPERATIONAL EFFECTIVENESS
2017 was a significant milestone for The Home Depot, as they were awarded the U.S.
Environmental Protection Agency’s 2017 SmartWay recognition (Home Depot, 2019).
This award was given for, sustained excellence for the fifth consecutive year. Since 2004,
the SmartWay program has helped to avoid emitting 103 million tons of polluting
emissions into the air, and Home Depot continues to be a charter member of the program.
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One of the things that Home Depot is doing is investing in their supply chain, to respond
to anticipated increases in transportation costs. Home Depot is looking to invest in the
infrastructure of their supply chain with an expected $1.2 billion over the next five years
(Forbes, 2019).
The Home Depot for the last decade has made tremendous strides in its upstream supply
chain, moving products to the stores and direct fulfillment centers or DFC’s. Going
forward, Home Depot wants to improve their downstream supply chain, by delivering to
customers directly. The organization has made improvements to their optimal flow
network, with implementing Rapid Deployment Centers or RDC’s. These changes have
improved inventory management capabilities, and created increased efficiency through
Home Depot’s supply chain. The goal is to utilize the direct fulfilment centers, or DFC’s
to reach 95 percent of the U.S. population in 2 days or less, and 30 percent in one more
day (Forbes, 2018b).
The Home Depot is hoping to make significant improvements to their supply chain
through (Forbes, 2018b):
•
•

Adding 170 distribution facilities across the U.S. to reach 90 percent of the U.S.
population in one day or less.
Open market delivery operations, which are local hubs that will consolidate the
freight for dispatch on to final-mile delivery vehicles appliances for Interline
MRO, Pro and DIY delivery from DFC’s, vendors, and store in approximately
100 locations. Allowing for consolidation and sorting capability for big and bulky
freight and parcel freight and extend HD’s delivery reach.
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•
•
•

•

Consolidate store-based delivery in fewer stores in secondary markets, which will
be linked to the upstream network.
Open 40 flatbed direct fulfillment centers to serve Home Depot’s top 40 markets.
Open approximately 25 local direct fulfillment centers that will carry the most
delivered store SKUs and Interline MRO SKUs, to ensure delivery on a next-day
and same-day basis direct-to-customers in the top 40 markets.
Continue the rollout of van and car delivery options in top urban markets for
2018. For car delivery, Home Depot has partnered with app-based delivery
providers, as this results in lower cost and often faster delivery for smaller orders.

The Home Depot continues to improve their supply chain management, while reducing
their carbon footprint (Corporate Home Depot, 2019e).

OPERATIONS SYNTHESIS
Home Depot’s operations management practices emphasize maximum productivity,
although service quality is of a higher priority. Some of the measures or criteria of
productivity used by Home Depot are:
1. Order fulfillment rate (store productivity)
2. Stockout rate (inventory management productivity)
3. Revenue per square foot (store productivity)
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The Home Depot’s operations management team looks primarily at the following areas to
make informed and improved decisions for managing operations:
•
•
•
•
•
•
•
•
•
•

The design and quality of goods and services
Quality managements – to include associate and leadership training
Process and capacity design
Location strategy
Store layout design and strategy
Supply chain management – a tremendous amount of focus has been placed on
this key initiative for the next five years
Human Resources and job design – getting the right people in the right job and
maintaining employee retention
Robust and automated warehouse inventory management
Scheduling – using digital media, e-commerce and mobile apps to improve
efficiency
Maintenance – making sure stores and facilities are fresh and user friendly,
supporting an exceptional shopping experience and increased overall revenue

In 2020, Home Depot hopes to continue to improve their energy usage and renewable
alternative energy targets, looking to achieve a 20 percent energy use reduction in their
stores from the levels in 2010 (Corporate Home Depot, 2019e). As well as, 135MW
annually of renewable and alternative energy, from wind, solar and fuel cells.

RESULTS & FINAL ORGANIZATIONAL ASSESSMENT
MARKETPLACE PERFORMANCE & RESULTS
Home Depot’s marketplace performance results include being known as the world’s
largest home improvement retailer based on net sales for fiscal 2018, offering their
customers a wide assortment of building materials, home improvement products, lawn
and garden products, and décor products to include, home improvement installation
services. The Home Depot averages approximately 104,000 square feet of enclosed space
in their stores, with an average of 24,000 square feet of garden area outside (Home
Depot, 2019b).
The Home Depot is committed to focusing on two primary objectives, which includes
growing market share with their customers and increasing shareholder value. There are
five key strategies that Home Depot is executing against in order to drive growth for their
business:
1. Connect associates to customer needs.
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2.
3.
4.
5.

Interconnected experience: stores to online, and online to stores.
Connect products and services to customer needs.
Connect product to shelf, site and customer.
Innovate our business model and value chain.

Selected Financial and Sales Data
Net sales for fiscal 2018 increased $7.3 billion, or7.2% to $108.2 billion. Comparable
sales are a measure that highlights the performance of Home Depot’s existing locations
and websites by measuring the change in net sales for a period over the comparable
prior—period of equivalent length. Home Depot increased their total comparable sales by
5.2% in fiscal 2018.
Additionally, Home Depot increased their gross profit $2.8billion, or 8.2%, to $37.2
billion in fiscal 2018. The Home Depot had and income tax rate of 37% for fiscal 2017,
that dropped to 23.6% tax rate for fiscal 2018 (Home Depot, 2019b).

Stock Performance
The Home Depot stock performance presents the cumulative total shareholder returns
relative to the performance of the S&P Retail Composite Index and the S&P 500 Index
for the most recent fiscal years (Home Depot, 2019b).
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FINANCIAL PERFORMANCE & RESULTS
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Five-year financial historical trends for Home Depot (Macrotrends, 2019).

Revenue
In terms of Home Depot’s financial performance and results they increased their net sales
from 2017 to 2018 and from 2018 to 2019 (Stock Analysis on Net, 2019). The net sales
are the amount of revenue recognized from their goods sold, services rendered, insurance
premiums, or other activities that constituted an earning process.
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Home Depot recognizes revenue, net of expected returns and sales tax, at the time the
customers take possession of merchandise or when a service is performed. The liability
for sales returns, including the impact to gross profit, is estimated based on historical
return levels and recognized at the transaction price. Home Depot Inc. also recognizes a
return asset, and corresponding adjustment to cost of sales, for the right to recover the
goods returned by the customer, measured at the former carrying amount of the goods,
less any expected recovery cost. At each financial reporting date, Home Depot assesses
the estimates of expected returns, refund liabilities, and return assets.
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Home Depot’s operating income as a percentage of net sales increased from 2017 to 2018
but then slightly declined from 2018 to 2019. Their earnings before provision for income
taxes as a percentage of net sales increased from 2017 to 2018 but then declined some
from 2018 to 2019.
Cash Flows
The Home Depot cash flow generated from operations provides them with a significant
source of liquidity.
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Ratios
Home Depot Liquidity Ratio (Stock Analysis on Net, 2019).

Home Depot quick ratio calculations (Stock Analysis on Net, 2019).

Home Depot current ratio calculations (Stock Analysis on Net, 2019).
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Home Depot cash ratio calculations (Stock Analysis on Net, 2019).

FINANCIAL SYNTHESIS
To conclude, Home Depot saw their shares fall slightly in the beginning of 2019, which
mainly was due to unfavorable weather conditions. However, despite the challenges
Home Depot still delivered a sales increase of nearly 11%, and a sales improvement of
3.2%, which is very favorable in today’s retail industry (Forbes, 2019c). The organization
continues to reinvest in themselves, making significant investments in their supply chain.
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Home Depot has consistently been one of the most successful retail giants, outpacing
their competition. For example, Home Depot grew their top line at roughly 7.2%,
outpacing their main competition, Lowe’s which was about 4% for 2018 (Forbes, 2019c).
Factors that are contributing to Home Depot’s financial success and performance
projections, and concerns for 2019 include:
•

•

•

•

•

•

•

The Housing Market – Home Depot experienced revenue growth just over 7% in
2018, even with a slowdown in the housing market and trends showing declining
home sales. Lower mortgage rates, unemployment at an all-time low since 2000,
and increased household incomes helped Home Depot boost home sales numbers.
Pro Sales Outpacing DIY (do-it-yourself) Sales – Home Depot’s Pro segment
of the business continues to grow and outpace the DIY sales segment. The bigticket transactions, $1,000 or above account for roughly 20% of the U.S. sales.
Improved digital features on the web, such as the business to business website
experience has also improved and driven growth numbers for Home Depot.
Interconnected Retail Strategy – An interconnected retail strategy that
combines online and offline sales channels has improved the shopping experience
for Home Depot’s customers. Online transactions show to be three times the size
of those transactions in the store.
Higher Ticket Size – Pro sales tend to be higher ticket transactions and they
continue to improve with more digital features to improve the overall buying
experience.
Higher Transportation Costs – Increased costs for transportation, has continued
to be a challenge for Home Depot. However, the rising cost of fuel and
transportation is affecting all retail establishments, not just Home Depot.
Supply Chain Investments – Home Depot has dedicated over $1 billion in
investments to their supply chain over the next five years, dramatically improving
their efficiency and profits.
Reduced Tax Rate – “As a result of the U.S. Tax reform, Home Depot’s
effective rate fell substantially to just under 24% in fiscal 2018. Its 2019 tax rate
will likely be in the 25% range, allowing it to largely maintain the elevated net
margin figures from 2018” (Forbes, 2019c).
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The recommendation is that Home Depot continue to focus on the five proposed key
strategies in order to drive growth for their business:
6. Connect associates to customer needs.
7. Interconnected experience: stores to online, and online to stores.
8. Connect products and services to customer needs.
9. Connect product to shelf, site and customer.
10. Innovate our business model and value chain.
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