














SPR ABC ShOW EXthI'[OI‘S continued from page 35

EXHIBITOR BOOTH # EXHIBITOR BOOTH # EXHIBITOR BOOTH # EXHIBITOR BOOTH # EXHIBITOR BOOTH #
Moo 624 Belkin Components . ... 711 Colgate Palmolive. . . . .. 732 Floortex . ............ 117 Imation ............. 707
AT.Cross............ 343 BIC.........ooi 1026 Color Laboratories . . . . 1036 Franklin Covey........ 332 Impact Products. ... ... 926
Ability One - National Big D Industries . . . . ... 928 Compucessory. . ... ... 706 Genuine Joe.......... 824 International Paper. . . .. 700
Industries for the Blind . . 909 BigelowTea.......... 839 Continental Commercial Georgia Pacific ....... 831 s, it 211
Accentra/PaperPro. .. .. 100 Bi-Silque . ........... p07  Products ............ 938 Ghent Manufacturing ... 639  is.group............. 816
ACCO Brands........... 418 Blazer Associates. . . . .. 635 Crayolallc ... 130 GOJO Industries.. . . . . .. 830 [TWDymon .......... 736
Acme United ... 1014 i, 109 ~ Defibtech. ... 1002 Gopp. ... 913 Johnson Diversey. . .. .. 838
Acroprint ... 131 Bond Street . ......... 140 Deflecto Corporation .. . 912 Grupo Portucel Soporcel 436 JumpTech........... 142
Advantus . ... 1016 Brother International Design Made Easy . ... 406 Hausmann Industries . . . 923 Kantek.............. 641
Akro-Mils............ 933  Company............ 612 DMI Furniture ........ 212 Health-O-Meter ... .. 921 Kellogg's .. ... ...... 840
Alba """""""" 119 BUddy PrOdUCtS """" 115 Domtar Paper """"" 214 Henkel Consumer Ke”y Computer Supply . 914
Alliance Rubber . ... ... 638 Bunn-O-Matic . ....... 741 Dri Mark Products . . . .. 118 Adhesives ........... 240 Kensington. .. .. ...... 712
Ampad.............. 113 Bunzl............... 731 Durable Office Products . 308 HeritageBag ......... 842 Kids in Need. . ... ... 1040
ﬁAOSkV\Itgre & Fortune Web - Burnes Home Accents .. 209  Duracell............. 945  Hewlett-Packard ... ... 600 Kimberly-Clark
arketing ... Bush Industries .. ..... 208 ECI ..o 918 Highlands Group. . . . ... 125 Professional . . ........ 730
Acsellerate Solutions .. 1034 ¢ ongq L 619  EliteImage........... 613  HON Company........ 400 LClIndustries .. ....... 942
Atlantic Breeze - Carl Manufacturing. . . . . 128 Elmer’s Products . . . .. 1028 Hoover Commercial Lathem Time Co. ...... 106
Heat Runner.......... 841 Vacuums 1000
. Charles Leonard. . . . . .. 640 Energizer........... 1006 TR e Lee Products . ........ 233
Avery Dennison .. ..... 530 - Hoovers
Avery Dennison PSD. . . . 129 Chartpak ............ 230 Envision............. 935 aD&B Company. . . ... 1038 Lexmark. ............ 800
Chenille Kraft......... 137 Esselte America.. ... ... 430 . Lion Office Products. . . . 107
Balt,Inc.............. 218 . _ Horizon ............. 606 .
BaSYX. ... oo 306 Ch|cago Lighthouse . . . 1010 Falcon Safety Products. . 111 HSM of America . 814 Logitech. ...... R 719
Baumgarten's ........ 636 City of Hope . ......... 905 Fellowes ............ 618 lceberg Enterprises . . . . 200 é?ggbow Consulting -
C-Line Products . .... 1032 Fire King International . . 312 P
Beaumont Products . . .. 919 IdeaStream Consumer Lorell 316
Clorox .............. 943 Fiskars.............. 127 Products ............ 633 e
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AWESTCOTT

Since 1872°

PURELL®

Instant Hand
Sanitizer

Foam

The power of PURELL
in a non-aerosol foam
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«@Microban’
B b b R )Idll-llbl-'

Introducing the Only Office and School Tools that

Feature Microban® Antimicrobial Technology

Surface with Microban Protection Unprotected Surface

I N

after2hours  after16hours  after20hours  after 24 hours

Experience luxurious hand sanitizing
with PURELL foam

* Kills 99.99% of most common germs that may cause illness
* Patent-pending formula, free of fluorinated chemicals

* Contains 62% ethyl alcohol

* Contains moisturizers to help keep skin healthy

Thick, rich foam stays in your hand

after2hours  after16hours  after20hours  after 24 hours

PURELL® TFX™ Touch Free Dispensing
System takes hand hygiene to a
whole new level

Microban protection inhibits the growth of microorganisms
that cause stains, odors and product degradation.

¢ Reduces contact contamination
* No drip or splash performance

W

©2009. GOJO Industries, Inc. All rights reserved. » PURELL is a trademark of Johnson & Johnson and is used under license #4765

For information, call GOJO at 800-321-9647

or visit www.GOJO.com This information is based upon standard laboratory tests and is provided for comparative purposes to substantiate antimicrobial activity

for non-public health applications. Microban technology is not designed to protect users from disease causing microorganisms.
WESTCOTT®is a registered trademark of Acme United Corporation. MICROBAN® is a registered trademark of Microban Products Company.
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SPR ABC ShOW EXthI’[OfS continued from page 36

EXHIBITOR BOOTH#  EEXHIBITOR......... BOOTH #
Mabis Healthcare. . . . .. 917  Office Partners. ....... 235
MagnaVisual . ........ 242 Office Star Products. ... 121
Marcal Paper Mills . . . . . 937  Officemate .......... 141
Marjack . ............ 742  Okidata ............. 716
Mars Drinks-Flavia. . . . . 735 Oreck.............. 1004
Martin Yale Industries. . . 906 Pacon Corporation . . . . . 133
Master Lock Company .. 936  Panasonic ........... 541
Master Mfg .......... 231 Pentel of America. . . . .. 340
MaxUSA ............ 642 Pilot................ 637
Maxell .............. 810 Plantronics. .......... 713
Maxon Furniture. .. .... 213 PM Company ......... 237
Mayline Company .. ... 206  Procter & Gamble. . .. .. 829
MBSDev............ 143 PureRed Creative.. . . ... 524
Medline ............. 925  Pyramid Technologies. . . 241
Millennium Mat . ...... 825 Quality Park Products. . . 900
MMF Industries . ...... 224 R3Safety............ 733
MWV .o 1020 RCA Telephones.. . ... .. 815
Myers Brazell.. . ... ... 1020  Reckitt Benckiser. .. . .. 843
NCR Paper by Appleton . 110 ~ Red Cheetah ......... 324
Nestle USA........... 739  Rediform............ 234
Nestle Waters. . ....... 737 Redi-Tag ............ 440
NOPA & OFDA ........ 813 Roaring Spring Paper

Nu-Dell 238 Products ............ 236

Nukote International. . . . 807 Rochester Midland.. ... 930

EXHIBITOR BOOTH#  EXHIBITOR BOOTH#  EXHIBITOR BOOTH #
Royal Consumer Softalk.............. 910  Trade Service......... 617
Products ............ 104 Solo Cup Company. . . .. 734 Trend Enterprises. . . . .. 132
Royal Spverelgn Solo, a Division of U.S. Tri Gold Associates. . . . . 226
International. . ........ 339 Lugaage” 811
Rubbermaid ggage™............ TriMega Purchasing
Commercial .. 724 Sony L. 709 Association . SRR 334
Safco Products. | 300 Southworth . ......... 901 Unge.r Enterprises. . . ... 738
Samsill Corporation . .. 1012 Eg%?g éallcéerg.ré - 424 Un?bmd B 531
Samsonite Corp 311 _ Unimed-Midwest . . . ... 927
) s SPR Marketing. . ... ... 512 US Stamp & Sign .. . . .. 116
amsuNg .« oo v SSI System Solutions . . . 907 Velcro 112
Sanford ............. 536 Staedtler ............ 124 . .
Sanitaire b Electrol 837 Verbatim Corporation . . . 721
anitaire by tlectrolux ... Stanley Bostich . ... ... 631 .
S Fisher C 939 Victor Technology. . . . .. 717
anyo Fisher Lompany. . Starbucks Coffee ... ... 743 .
Vireo ... 310
Saunders............ 442 Stride 338
Screenflex 2 oo VIeeh. I
o Sugar Foods. .. ... 834 Waterbury Companies . . 836
Sealed Air ........... 243 Tabbies 228
Sentry 120 Lo Wausau Papers ....... 134
_ Tally Genicom/Printronix. 812 Webster Industries . . . . . 835
Seventh Generation . . .. 934 Tatco Products 041
L oaa TR Werner ............. 932
Sharp Electronics. . . . .. 806 Tennsco 216
Simon Marketing 36 HEIOK. 818
Simple Green. .. 040 Thalerus Group ... 138 ysB....iiiii.l 114
Oewer . The Dial Corporation . .. 924 X-Stamper . ... ... 1018
APer .. Timothy’s World Coffee . 832
SLI Lighting 931 Zebrapen .. 330
""" Tombow. ............643 26D ..o T4O
Smead Manufacturing TOPS 630
Company............ 412 7 T

reduce, reuse, re-ink! Introducing Marcal Small Steps-

e over 50% recycled content
e over a dozen sizes available

o lifetime guarantee

THEY'RE JUST MADE BETTER™

from
Booth/1018

®
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An Easy Way for Your Customers to Go Green

NEW Marcal’ Small Steps~

v 100% Recycled - Earth and !
Budget Friendly i G rea t {Ofr..F ]
/ Variety of Convenient Home & O i

Package Sizes
v National Advertising Support

A Small, Easy Step 1 /B
To A Greener Earth” ‘~ ‘i

For more information contact Marcal® Paper.
sales@marcalpaper.com ¢ (800) 631-845I

www.marcalsmallsteps.com
©2009 Marcal Manufacturing, LLC
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When
Contracting
Doesn’t Work

Paul Miller is a founding part-
ner in Miller/Wenhold Capitol
Strategies, LLC, providers of
direct and grassroots lobby-
ing, legislative and regulatory
tracking, advocacy planning
and implementation and re-
lated services. Before setting
up Miller/Wenhold, Miller
served as government affairs
director for the National Office
Products Alliance and the Of-
fice Furniture Dealers Alliance
(NOPA/OFDA). In addition to
his lobbying and regulatory
monitoring activities, Paul
also provides consulting serv-
ices to businesses on selling
to the federal, state and local
government markets. For
more information, visit

Www.mwecapitol.com.
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by Paul A. Miller

For two years now | have been
working with independent dealers to
try and stop the Generals Service
Administration’s rollout of its new Di-
rect Vendor Delivery (DVD) program.

| must admit it surprised me when |
first got involved with this effort be-
cause of GSA’s past willingness to
sit down with small business inde-
pendents and work with them on
how the government can best
leverage its purchasing power.

Thus far, unfortunately, we have
been swimming against the current
without any real success. GSA’s
DVD program is an effort to move
office supplies out of the GSA de-
pots and offer them through a more
“viable” vehicle. Unfortunately, and
to the dismay of independent deal-
ers, thus far this effort has failed to
include small businesses in any
meaningful way.

While the Request for Proposal may
state that it is weighted for small
business, the reality is far different.
Very few independent dealers or
even big box stores can bid on this
piece of business and make money
and that’s reflected in responses to
the RFP to date.

When GSA issued its first RFP a cou-
ple of months ago, it received very
few small business replies. The
agency has now issued a second RFP
and | will bet that even fewer inde-
pendents and teaming arrangements
will bid on it the second time around.

Recently, | attended an industry day
hosted by GSA on the DVD pro-
posal and was surprised by what |
heard. | sat in a room of independ-
ent dealers and big box representa-
tives and not one person in the
room said the DVD program was a
good thing.

Dealers and big box stores offered
many other alternatives to DVD, but

none of them were of interest to
GSA. | don’t want to be too critical
of GSA because they have worked
with independents in the past on is-
sues like this, but | am struck at how
in the case of the DVD, GSA has not
been willing to listen to industry.

GSA has said that small businesses
will be a part of the award process and
| don’t doubt that. But will their in-
volvement be enough to offset the
losses small business currently work-
ing with the depot program will suffer?

displacing small business

GSA admits that the DVD will dis-
place a significant number of small
businesses, but contends those
small businesses that do win
awards will see considerable sales
volume through this program.

Again, | don't doubt GSA’s state-
ments in these areas. But the reality
is the DVD program is not an effec-
tive one.

If the government is serious about
finding ways to cut waste, it would
be far better to start by looking at
the way it currently buys its goods
and services.

There are so many competing buy-
ing programs that it is hard for any
small business to keep pace with
them all and even harder for buying
agencies to know what’s available
to them and what’s most cost effec-
tive for their budgets.

We could simplify the contracting
process significantly if we would
just encourage the use of the GSA
schedule program.

Adding a new DVD program into the
mix won’t help the government
save money in the long run. | would
urge GSA to reconsider this ap-
proach and allow independents and
big box players to come together
and outline for them a more effec-
tive way to do business.

INDEPENDENT DEALER

The pie is big enough for big busi-
ness and small business to com-
pete. With the way the DVD
program is currently structured,
very few will win awards and even
fewer will make any money.

The GSA Schedule program is an
effective vehicle. Through this pro-
gram the government can get best
value pricing. This program also al-
lows for more competition, not less,
as the DVD program will.

If GSA is so committed to small
businesses and their future, | would
urge them to make this a small
business set-aside. Short of that, |
don’t see how small businesses will
benefit from the DVD program.

| see very clearly how a big box
store, who already is participating in
a pilot program with GSA, will ben-
efit. Again, | don’t doubt small busi-
nesses will win awards under this
proposal. The question is, will there
be enough opportunity for them to
make money or, will this turn out to
be a program that ends up costing
them money to participate?

| would like to urge GSA to consider
throwing the DVD program out and in
its place use the GSA Schedules as
the way in which they go to market.

Why reinvent the wheel and create
a new buying program that no one
in the industry supports, other than
maybe one company? | hope the
administration will take a look at this
program and how it fits into its
plans to cut waste and costs in the
contracting process.

When independents and big box
stores—who usually agree on very
little—both say that DVD is a bad
proposal then you have to stand up
and take notice. Mr. President, we
hope you and your team will take a
second look at this program and its
impact, both on small businesses
and on the government buyer.
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By Bill Kuhn

In these difficult economic times, it certainly
makes sense to perform a mid-year review, re-
flecting upon what’s happened since last fall’s
financial crisis, what lies ahead, and what it all
means for your dealership.

The past nine months of recession have cre-
ated extreme hardships for both the American
public and business.

Conditions for most dealers have not been
easy and, for many, they have been far more
challenging than the decline in 2000 and 2001.

Several dealers have gone bankrupt or closed
their doors; many more want to sell but cannot
find buyers.

Revenue for most supply dealers appears to be
off by 10-15% and the decline for furniture is
higher, with some furniture contract dealers ex-
periencing sales declines of as much as 50%
or even more. That’s the bad news.

On the positive side, the economy is now
showing some encouraging signs. Most econ-
omists are predicting an end to the recession
this fall, then a return to growth.

Forecasters often talk in terms of letters: The
V—a deep recession followed by a quick re-
bound (not likely); the U—a longer recession
and slow recovery; the L—the Japanese crisis
where output fell sharply and stayed low for
years; the W—a temporary upturn as the econ-
omy feels a jolt (the fiscal stimulus package)
which then quickly wears off, and the Big D—
the most pessimistic and the worst-case sce-
nario of a deep depression.

Just a couple of months ago, the odds favored
an L-shaped forecast, which was rather dis-
couraging. The odds now heavily favor the “U,”
an end to the recession followed by growth, rel-
atively slow growth, but growth nevertheless.

Closer to home, office furniture looks like it’s in
for a long, rough ride. Historically, furniture lags
the economy—both slower to react initially and
slower to recover. | discuss the furniture sector
in the June 2009 issue of OFDEALER
(www.ofdealer.com). However, the supply sec-
tor offers vast opportunity.
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Opportunities Abound

First of all, smaller companies (e.g., dealers) are
typically more agile and can make things hap-
pen more quickly than larger companies (in-
cluding wholesalers and manufacturers in our
industry).

While small business owners may be the first
to feel the economic squeeze, they also may
be the first to find new opportunities. There
were many relevant points in Jim Rapp’s article,
“Taking Control,” in the February issue of IN-
DEPENDENT DEALER and his references to
the value of a “Jack Be Nimble” approach.

The biggest opportunity available to independ-
ent dealers today is to take advantage of the
current status of the big box players.

Each of them is currently dealing with unprece-
dented turmoil. While the big box corporations
control about 42% of the market, they have be-
come extremely vulnerable.

Their deep pockets are gone. Revenue and
profits have tumbled; stores are being closed.
Office Depot and OfficeMax shares are selling
at less than 20% of their value of just a couple
of years ago. All of the major players have had
management turmoil.

Their salesmanship, relationship building skills
and service were never particularly good, even
in the good times. And now even Wal-Mart and
Costco are going after them.

Each of the big three has its own major prob-
lems. Office Depot has generated an increas-
ingly long trail of audits and reports of
irregularities in their state contracts business.

Staples is grappling with a major clash of cor-
porate cultures as it works through its acquisi-
tion of Corporate Express, with an increasingly
disgruntled sales force and a growing number
of Wall Street and industry analysts who feel
they paid way too much. And OfficeMax has its
own history of management problems and is-
sues related to its inability to ever truly capital-
ize on the acquisition of Boise Cascade Office
Supplies.

There is no more pizzazz among these players.

INDEPENDENT DEALER

This Could Just

This is the first time since the inception of the
big box players that the independent dealers
are truly re-emerging, and | predict there will be
a sizeable decline in big box market share.

Meanwhile, well-run independent dealerships
are succeeding even as the weaker are failing.

| continue to be amazed at the attitude of too
many dealers who are still trying to justify their
past, refuse to look outside the box, wanting to
sell the company and then complaining that of-
fers are too low.

“l have pride,” is a frequent comment | hear
from such dealers, only to find that within a few
months they are forced to close their doors or
file bankruptcy, walking away with much less
than offers that had been made.

In our economy, we are finding we have too
many of everything—too many banks, too
many manufacturers and dealers (the auto in-
dustry is a prime example), too many retail out-
lets, too many print shops, and yes, too many
office product dealers. That will change. There
will be consolidation, closures and bankrupt-
cies and ultimately, there will be fewer dealers.

Properly positioned, enlightened office product
dealers will gain local market share from the
major players and their immobilized and trau-
matized peers.

Never, in my mind, has there been such an op-
portune time for the properly positioned dealer.
We are already seeing many success stories of
independents, several of which have been writ-
ten about in recent issues of this publication.

What will it take to be on the winning side of
the current battle for market share and sur-
vival? Here’s my own “Ten-Point Road to Suc-
cess.”

1. Ensure that your dealership has a well-de-
fined vision and the leadership to bring it to
fruition. | refute any who say the road to suc-
cess is dependent upon the economy and in-
dustry growth. Change is coming anyway;
leaders will take control. Times of turbulence
and crisis are times of opportunity for creative

continued on page 40
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thinking, vision, leadership, strategic action and
execution.

2. Carefully manage risk when pursing oppor-
tunities. None of us have a crystal ball to tell us
for sure how long these economic conditions
will last, and when and how much growth will
occur at the end of the recession. But wonder-
ful things happen coming out of any recession.
Think about 2000 and 2001 with the emer-
gence of Google, E-Bay, IBM re-inventing itself
and hundreds of smaller success stories. But
the recession at that time also resulted in the
demise of many companies, emphasizing the
importance of addressing risk and opportunity.

3. Vigilantly study our industry and be attuned
to scenarios of possible events. Will manufac-
turers or wholesalers go direct (for old-timers
in the industry, remember the days of dual-dis-
tribution)? Will dealers consolidate? Will new
distribution channels occur such as Wal-Mart
and Costco? Dealers need to have plans in
place to react quickly to any significant change
in market conditions.

4. Be attuned to your local market, its cus-
potential customers. Who will

grow, who might fail, who will buy, from whom
and why? What are the diversification opportu-
nities—such as government, healthcare, and
education—that might be worth exploring?

5. Look for new product lines and services.
Numerous articles have been written on this
subject that include lengthy lists of opportuni-
ties. Many dealer testimonials of success in the
past year have been attributed to an expanded
line of products and services.

6. Carefully analyze your income statement.
Cut costs selectively and very carefully. Don'’t
cut costs that generate and maintain revenue.
Gross margins can be as critical as cost con-
trol. Adjust pricing tactics. Selling right with
value billing is critical. If you missed it, go back
and read Tom Buxton’s column in the May IN-
DEPENDENT DEALER on customer con-
tracts—it could add several percentage points
to your gross margins.

7. Effectively market and brand your dealer-
ship. Stress your service and sales personnel
strengths which are major competitive advan-
tages for the independent in combating the big
box players.

8. Take advantage of your key strategic part-
ners. Independent supply dealers have the
support of sophisticated wholesalers, manu-
facturers, dealer groups and technology
providers. Make sure you’re leveraging all they
have to offer.

9. Create a strong balance sheet (the topic of
my March and April columns). Companies fail
because of a lack of cash and, unlike banks
and automobile manufacturers, dealers won’t
be bailed out by the U.S. government. How
many times have we stressed “cash is king,”
and unfortunately, how many times has plan-
ning for cash been inadequate.

10. Finally, begin planning for next year right
now, while still focusing on the short-term.
Prepare scenarios so that you can react quickly
to any downward trend, but at the same time,
make sure your dealership can respond imme-
diately to a market upturn.

This is as exciting a time as our industry has
seen in decades. Now is the time to position
yourself to be a winner as we emerge from the
current recession.

BillKuhn1@cs.com.

Installation made easy. Anywhere.
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Bill Kuhn, principal of William E. Kuhn & Associates, is a noted industry consultant, writer, and speaker with over 35 years of industry experience. He
consults with dealer principals and their management teams in areas of strategic planning, leadership and organizational development, marketing,
financial management, valuation and merger/acquisition. For more information, contact Bill by phone 303-322-8233, fax 303-331-9032, or e-mail:

The First Network of Independent Installation Companies
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Over 250 service providers offering trouble-free office furniture
installation services throughout North America.

» A network of installation professionals

nationwide

» 24/7 access to real-time project status

information

» Online Quotes, national capability and

experience

» Consistent performance and service excellence

» A one-stop solution for multi-location projects

» Moves, reconfigs, panel cleaning and more!

Call 1-888-GO-INSTALL Today or go to www.installnet.com
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Compiling
custom
Contracts That
Captivate
Customers and
Create Cash

By Tom Buxton

Custom contracts have become the enemy
of overall account profitability for too many
dealers. The problem is caused either by the
customer who demands lower prices or by
sales reps who won’t raise prices because
they are too afraid of losing the relationship
to a competitor.

Over the past few years, two factors have

made the problem even more acute. Most

obviously, of course, there is the

overall economic down-
turn. But at

the same
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time, too many account reviews end up high-
lighting the percentage spent on contract.
ltems and that is not a good thing.

Sharing these statistics has created an ex-
pectation that the ratio of contract to non-
contract sales should always increase. The
problem becomes exacerbated when cus-
tomers are trying to cut spending, resulting
in more dollars than usual being directed to-
wards contracted items.

In short, custom contracts are a monster that
devours more money every day at a time
when dealers need higher profitability just to
survive.

Over the years, | have become acquainted
with a number of creative ideas meant to ad-
dress the harm caused by contract mis-
management, along with some deceptive
practices that individuals within companies
implement at a cost to their soul. (Stay tuned
for a later column in which | will compile a list
of each category for your perusal)

However, | recently re-discovered an ex-
tremely innovative solution to the issue
of custom contracts that may, in cer-
tain cases, help dealers increase
the profitability of their ac-
counts while enabling
their customers to
take control of their
spending.

The concept is
called “Demand Man-
agement” and | was in-
troduced to it during my
stint with the Strategic Ac-
count Team at Corporate Ex-
press.

“Demand Management” simply
means that the supplier and
the customer create a list of
products as a standard for
the entire office. The items
are selected by the dealer’s
sales team and the cus-
tomer, based upon the
overall supply budget of
the company.

“Demand Management” re-
appeared in my thoughts
about a month ago, when
a customer shared an
example of an account
review with me from

one of the big three.

There in black and
white  was

p the exact

—-*_____,
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term along with the offer to provide it if re-
quested.

However, my guess is that our competition
uses the concept infrequently, because (as
we found at CE) it limits the opportunities to
grow sales in the supply category.

In the past, the last thing anyone in our busi-
ness wanted was to help customers limit
“rogue” spending. In fact, few dealers ever
wanted to help customers cut spending at
all, because they were afraid that margins
would drop even further.

In light of our current economic climate,
might it not be time to re-evaluate the value
of helping our customers spend less money
overall? (They are anyway!)

What if we approached the situation from
their point of view, by helping them evaluate
their overall spend along with the amount
they have budgeted for our commodity?

Let’s revisit the concept of “Demand Man-
agement” for a moment to see if it’s possible
to minimize the damage that customer-spe-
cific contracts are causing to our bottom line,
while helping our clients achieve their cost
saving goals.

“Demand Management” starts when a sales
rep asks a current customer about the size
of their supply budget.

If the contact does not know the budget
number, your rep is probably working at too
low a level within the customer’s organiza-
tion.

A CFO or controller definitely knows what the
expected spend will be and wouldn’t it be
nice for your rep to get to know them better?

Asking the right questions should get him or
her to the correct person very quickly if sav-
ing money is the topic.

During the product selection process, the
two teams collaborate to determine the rel-
ative importance of items, based on their
form, fit and function.

Samples of new and more efficient products
should also be provided, because the goal
of the exercise is to meet or beat the budget
number, while making the office a more pro-
ductive work environment.

The meetings that occur during the imple-
mentation of demand management should
also include other professionals from our in-
dustry, like vendor reps, because they lend
credibility to your company and bring to the
table an extraordinary base of product
knowledge.

After the products have been selected, you
and the customer need to ensure the suc-

continued on page 42
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cess of the plan by creating a customer-spe-
cific favorites list (along with the ability to
block certain products) for online ordering.

Many dealers have also created small cus-
tom catalogs without prices for their larger
customers. Your rep can also suggest that
the customer consider whether it might be in
their best interest to combine orders, limit
delivery days or use systems like
“JumpTech” or other tools to become more
efficient.

If the company is big enough, a discussion
about the relative merits of desktop or dock
delivery should be explored.

Another key component of the plan is for the
customer to send an e-mail to everyone in
their office describing how they are partner-
ing with your company and why cooperating
with the process will save jobs!

| can hear you saying, “Tom, do you realize
what you just described will result in an even
larger contract? | thought that you were try-
ing to minimize the impact of contracts on
my margins yet here you are suggesting that
the contract becomes the margin!”

| always knew that INDEPENDENT DEALER
readers are a particularly perceptive group,
so | congratulate you for noticing the issue.
You are correct! | am advocating that in
some circumstances “Demand Manage-
ment” be used to expand the contract to in-
clude virtually every item a customer buys.
However, the contract pricing created from
the meetings with the customer will be
based on a win/win proposition or the event
should never occur.

Here are some critical action items that
should take place when your rep and their
sales manager (if they exist in your company)
initially approach your target customer to in-
quire about their cost-saving goals:

Let them know that if they will share their
budget goals with your company, you will
work to help them beat the number.

Inform them that in order to guarantee sav-
ings to their company, a product selection
process will need to be undertaken in collab-
oration with one of their employees. This se-
lection process will not always choose the
least expensive item or items, but will disal-

low “luxury” items that don’t increase effi-
ciency unless management specifically ap-
proves their purchase.

In order to help the customer with this
process they will need to agree to allow your
company to make a reasonable profit on the
items they purchase. Either a cost-up gross
margin program or a quarterly comparison to
their budget based upon full time employees
could be used to demonstrate your integrity
to the customer.

Many dealers have begun to revisit the “De-
mand Management” strategy because they
find they can use it to save customers
money, promote the best products and make
significant amounts of money without the
threat of a bid.

In many cases introducing the concept to
customers has also resulted in opportunities
to sell other commodities like Jan San, fur-
niture and coffee, and promote high value-
added services like print management.

Does this sound like something that could
help your dealership? Try it with a customer
and let me know how it goes.

Tom Buxton is founder and CEO of InterBiz Group, a consulting firm that works with
independent office products dealers to help increase sales and profitability, for more

“We deployed several margin management
initiatives in the weeks following Tom’s
visit , which resulted in a 2 point

increase in gross profit margins.”

Bill Jones
President, AOPD

“Tom brought ideas which
we at Eaton Office Supply
never thought of which have
produced real results.”
Bruce C. Eaton
Former Chair, BPGI

“%[Tom,] Since your visit we have driven
more sales with higher margins.
Our sales reps continue to use
your strategies on a daily basis.”
Steve Woodall
Board Member
Trimega Purchasing Association

information, visit www.interbizgroup.com.
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There’s something in the entrepreneurial DNA that’s drawn to the idea of taking what
Yu Ietlde Offlce

often starts out as little more than a rough concept and doing whatever it takes—
working long hours, risking precious savings and more—to turn it into a thriving op-
eration that’s built to grow sales and take share from the competition.

In Memphis, Chris Miller and his team at Yuletide Office Supply know all about growth.
For the past twenty years, Chris has been at the helm of the dealership his father
started back in 1972 and he’s seen it grow to become one of the city’s top independ-
ents and more than a match for local big box players.

Even in today’s tough times, Yuletide is holding its own, Chris reports, and he credits
“hard work and good people” for his dealership’s ability to weather the current eco-
nomic storm.

“Our regular customers might be buying less than they used to,” he says candidly.
“But we’ve been out there doing the right things and picking up enough new business
to keep the momentum going.”

For Chris Miller, though, that focus on growth doesn’t stop when he turns out the lights
at Yuletide. Chris is a certified Master Gardener and growth of a very different kind is
also an important part of his life.

Becoming a Master Gardener is no easy task. It requires 16 weeks of classes at a
local university, complete with an end of course exam, and 40 hours of education,
community service and more to maintain your certification.

And you have to be just as committed to sharing what you know as you are to learning
more about matters horticultural.

When we talked to him, Chris was getting ready to host a group of fellow gar-
dening enthusiasts as one of the stops on the Memphis Area Master Gardeners’
monthly “Gardens in Progress” tours.

In addition to his garden—home, Chris says, to “a little bit of everything” —vis-
itors also got to check out his 12x12 greenhouse and its many tropical plants,
including six-foot tall angel trumpets, bougainvillea, sago palms and more.

Gardening is a lot more than just a weekend hobby for Chris. “It’s like therapy
for me,” he says with a smile. “Our industry is a high pressure

business, even in good times, and working in the garden
‘ keeps me on an even keel and puts all the
business worries in perspective,” he says.

These days, of course, a sense of per-
bl spective is certainly not a bad thing in
@ the office products world. And even
though business may be tough
 right now, Chris Miller is still de-
b termined to keep something
growing—one way or another!
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Where’s the Depot Board of

Directors?

By Foss Jones, Jones & Cook Stationers, McAllen, TX
& Immediate Past Chairman, TriMega Purchasing Association

Office Depot’s first quarter numbers released at the
end of April showed a little good news. Their cash and
credit availability held from the year end at about the
same level, much to vendors’ relief.

However, the bad news far outweighed any positives
that could be found. It was another down quarter-with
the same management and board.

They are blaming the macroeconomic downturn, but
their two public competitors fared better and Depot
was having bad quarters before the downturn in the
general economy. | simply do not understand why the
shareholders have not gotten rid of the board and sen-
ior management.

These are the folks who took over the helm and bought
back a billion dollars’ worth of their own stock in the
$35 a share range. The company is now trading be-
tween two and three bucks a share, having hit a low in
the fifty to sixty cents range. It is still not easy to get a
cup of coffee for the price of a share.

Instead of controlling the bad PR from all the auditors’
reports and whistle-blowing about pricing irregulari-
ties, Depot’s management has taken an attitude of ar-
rogance. As a result, the number of investigations is
growing and the findings are not good.

Does any company need this type of situation? Why
is the board of directors allowing it to continue?

Let’s look at their most recent numbers. For the first
quarter, total sales were down 19% to $3.2 billion and
the loss was $55 million. North American (U.S. and
Canada) retail stores open a year were down 17%.
North American contract was down 17% and interna-
tional was down 24% (give them a break—it was only
down 9% when adjusted for local currency versus the
strong dollar).

The stock jumped a little because the numbers were
not as bad as expected and Depot reported some re-
covery in business. Of course, any one in this industry
knows December dies and January is the best period
of the year except for back to school. Basically, Depot
is consistently-bad everywhere.

Of interest to me is the inventory. Depot has reduced

INDEPENDENT DEALER

inventory from $1.644 billion at the end of March 2008
to $1.128 billion at the end of this year’s first quarter.
They have closed stores and distribution but certainly
not one-third of their operation, as the decrease in in-
ventory indicates.

In North American stores, inventory at the end of this
quarter per store was $635,000 compared to $864,000
a year ago. The average store size is just over 25,000
square feet. Think about it. It’s just not much inventory
per store. One decent skid sized display of H-P toners
might eat up over 10% of the whole store.

What does the future hold? Depot reported that they
would use between $100 and $150 million of their
credit line to guarantee purchases of back to school
inventory in this quarter. That works out to a little over
$90,000 per store without considering any inventory
for contract back to school. | just don’t think they will
have much inventory for back to school.

Vendors tell me that there has been so much person-
nel turnover that Depot lacks experienced buyers.
They have also said they will continue to try to raise
cash by real estate sales and leasebacks and reduced
capital spending.

General Growth Properties, the second biggest mall
operator, has just filed for Chapter 11 protection. Who
would want to buy a big box from Depot( or anyone
else) on favorable terms now?

The Florida Marlins had their day. If you were the boys
in Boston, would you possibly consider bringing in more
inventory and upping your advertising spend for back-
to-school to take advantage of a weak competitor?

Who got them in to this mess anyway? It goes right
back to the board and senior management. Someday
this will be a case study in b-school.

As a side note, it is now believed that the independent
dealers in Business Products Group International
(BPGI), have passed Depot to be number two in rev-
enues in the world.

If Depot keeps claiming they are “taking care of busi-
ness,” | am afraid an autopsy may reveal suicide as
the cause.
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