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OK. Here's how steel service centers operate:

They're both distributors and pre-processors of items like steel sheets, plates, tubes and bars. They mainly sell to manufacturers and the construction industry.

Most have sales under $10 million a year, but a big distributor may sell 100 million. 

Pre-processing services are simple things like cutting pieces to exact sizes, or drilling holes, but they require extra workers and equipment.

They typically carry an inventory equal to 60 days of sales. Computer systems and portable scanners are used to manage inventory.

They often buy from more than one steel producer, and may also sell other metals. Much of their business comes from repeat customers.  

Here are some strategic things you should know:

The largest US steel producer, US Steel, only ranks about 15th in the world. Distributors often buy foreign steel.

They mainly serve small and medium-sized companies, because big users can order directly from steel producers.

Some hedge their inventory against price changes with futures contracts.
In the longer term, steel is being replaced by plastics or lighter metals in many products.

Many customers count on the distributor to be their local inventory of raw materials.

Here are some good talking points.
What are the main products they sell? It could be 20-gauge steel sheets, for example, or 1/4 inch steel pipe.

How many products do they carry?

What kinds of pre-processing services do they offer? How many orders involve some pre-processing? 20 percent? 40 percent?

How many suppliers do they buy from? Why more than one?

How large an inventory do they carry? 60 days sales is typical.

Do they depend on a few large customers or industries? The construction industry, for example?

How much were they affected by the recession?

Finally, ask them what plans they have for the future.

Ok, now you're ready.

