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Ok, here's how distributors operate.

They buy products in bulk from suppliers and resell them in smaller quantities to retailers, or to manufacturing companies. 

Distributors often have a sales territory assigned to them by a supplier, which may be as big as several states. They often carry products from several suppliers, including importers.

Most distributors have annual sales under $10 million, and a single warehouse. They may have a fleet of delivery trucks.

Managing inventory is their most important activity. Some use sophisticated computer systems to track inventory and to process orders.

The amount of inventory they keep varies with the perishability of the product. Machinery distributors may keep an inventory equal to 90 days of sales, while food and electronics distributors keep less than 30 days sales. 

Here are some strategic things you should know.

Many customers are big enough to buy directly from suppliers, by-passing distributors. Wal-Mart, for example, has it's own system of distribution warehouses. Distributor customers are mainly small and medium-sized businesses.

The Internet, coupled with delivery companies like UPS, has also made it easier for users to buy products directly from suppliers, by-passing distributors.

On the other hand, to keep their own inventories low, many retailers and manufacturers rely on the inventory of their distributor.

Distributors can often lock in their customers by giving them access to a sophisticated computerized ordering system.  

Here are some good talking points.

 How many suppliers do they buy from? How many customers do they sell to?

Do they have an exclusive sales territory?

Do they get inventory financing from their suppliers? Do they provide sales financing to their customers? 

How many items do they stock? How large an inventory do they carry? What is their typical days sales of inventory? 45 days sales is average for the industry.

How much effort have they put into their inventory management system? Do they plan more automation of the process?

And finally, how do they see their business evolve in the future?

Now you're ready.

