Electrical Distributors
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Ok, here's how electrical distributors operate.

They sell parts for running electricity and communications in buildings, including fuse panels, wires, conduits, outlets, and controls. Some also sell lights, heaters, air conditioners, and data equipment.

A typical distributor has under $10 million annual revenue and less than a dozen employees.

They buy from thousands of suppliers and may stock 200,000 items. Inventories are equal to about 30 days of sales. Inventory management is an important activity.

Customers are contractors in the construction industry or specialize in building maintenance, repair and operations, called MRO. Pricing is often a standard mark-up percent.  

Computer systems are very important for managing orders and inventory. Many operate websites with on-line ordering.

Here are some strategic things you should know.

Because customers usually know what they want, competition is based on price and speed of service, which is why inventories have to be big.

They're vulnerable to shifts in the construction market. The MRO business is fairly steady, but home and commercial construction can vary 40 percent from year to year. 

Some distributors manage the inventory of MRO customers, either at the customer's location or in a segregated area at the distributor's warehouse.

Competition comes from large retailers like Home Depot that can offer lower prices, and from big home builders that buy directly from manufacturers. In recent years, a growing percent of home construction has been done by big builders, decreasing the market for distributors.
Here are some good talking points.

How large an inventory do they stock, how many items?

How large is their building, in square feet? Is it big enough?

How wide an area do they service? How many competitors are in that market?

How often do they upgrade their inventory management system?

How much of their sales normally come from MRO customers?

How much were they hurt by the recession?

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

Now, you're ready.

