Plumbing & HVAC Distributors
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Ok, here's how plumbing and HVAC distributors operate. 
They stock plumbing products like piping, joints, valves, water heaters and fixtures, and heating, ventilation and air conditioning products like furnaces, fans, ducts, and air conditioners.

A typical distribution center has $3 million of annual revenue and 10 employees.

They may have a warehouse of 50,000 square feet and stock 60,000 items bought from 1,000 manufacturers and importers. Order fulfillment and Inventory management are major activities. To minimize stock-outs, that is, when they don't have an item a customer wants, they carry inventories equal to about 60 days of sales. 

Their customers are in the construction, maintenance, and manufacturing industries. A lot of business comes from repeat customers. Pricing is often just a matter of marking up goods by 30 percent. Computer systems are heavily used to manage inventory and take orders.

Here are some strategic things you should know.

They're very sensitive to economic conditions, and especially to swings in the construction of homes and commercial buildings. During economic slowdowns, many customers also delay replacing equipment.

Distributors track of how often there are stock-outs and long it takes to fill each order. They calculate the average turnaround time and the percent of orders filled the same day, the next day, etc.

They may have a sales territory assigned to them by a manufacturer. If it's an exclusive territory, the manufacturer may require that they not sell competing brands.

Websites that allow customers to see their inventory and order products are common. Depending on the products they carry, they may have a fleet of delivery trucks and may have several warehouses. 
Here are some good talking points.
What are the major types of products they carry?

Who is a typical customer?

How big is their warehouse, in square feet?

How large an inventory do the carry, in days sales.

How large is a typical order?

What's the average time to fill an order?

How often do they have stock-outs?

Can customers place orders on-line? What percent of business is that?

How much were they affected by the recession?

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

Now, you're ready.

