FROM THE TOP

One rep’s plea for more
consultative partnerships

For this edition of 7he Representor, I am
pleased to turn over this space to my fellow
rep and good friend of almost three decades,
Mark Conley, ERA’s past president and chair-
man of the board. Recently, as Mark and I
were sharing an adult beverage at a principal’s
rep council meeting, he began relating the
highlights of a wonderful article he had just
read regarding MBAs and their impacts on

U.S. manufacturing. The more he spoke,
the more mesmerized I became, and so this
new column for 7he Representor was born.
Congratulations to Mark for developing this
thought-provoking letter, and stay tuned.
The topics he addresses are on the agenda
of ERA’s 2017 Management and Marketing
Conference in February.

— Dan Parks by Dan Parks, CPMR

West Electronic Solutions

Dear Dan,

In your position as president of ERA, and
based on recent conversations we have had, this
letter is intended to express my thoughts about
the state of the electronics component industry
and business in general.

To put it simply, manufacturers are mak-
ing ever-increasing demands on their field sales
representatives and distributors, and I fear that
the impacts on their own
businesses will be far greater
than manufacturers realize. I
believe ERA has an important
role to play in addressing this
issue, and so here are a few
pertinent facts to consider
along with some of my per-
sonal perspectives.

FACT: Reps and distribu-
tors are the eyes and ears of
their principals/suppliers
within every local market,
and no direct sales force will
replace this “presence” and
source of market intelligence,
especially given the historically
fleeting tenure of the average
direct outside salesperson within a territory. By
comparison, most reps and distributors spend
their entire careers in one territory.

FACT: Many manufacturers have been cutting
representatives commissions for some years. It
began with forcing split commissions for offshore
business. Manufacturers used their strong leverage
to influence reps to accept this structural change
— an adjustment that has had numerous negative
results. When you add the impact of average
selling price erosion of 5 percent per year and the
increase in house accounts, the impact on reps has
been dramatic.
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MY PERSPECTIVE: Due to the nature of
Asian-based business, manufacturers have had to
hire (mostly) direct salespeople in Asian coun-
tries. I believe little value has been derived from
this direct sales force. As a matter of fact, I could
argue that this same Asian sales force is at least
partially, and maybe primarily, responsible for
the incredible price erosion in the industry over
the last 10 years. So, in addition to reps having
to take full responsibility for
designs in North America
and taking a 30 to 50 percent
commission cut for doing so,
they have taken additional pay
cuts due to the pricing erosion
manufacturers have experi-
enced offshore.

FACT: Distributors are expe-
riencing similar consequences
with higher profile business.
Manufacturers’ territory sales
managers are, more than ever,
taking it upon themselves to
dictate the margins their dis-
tributors will make. Unfortu-
nately, “higher profile” pieces
of business don’t necessarily
equate to larger dollar opportunities. Once again,
price erosion, stemming from Asia, has squeezed
the margins of manufacturers, and that erosion
has flowed down to distributors.

FACT: In addition, manufacturers are requir-
ing even more commitments from their reps.

In the long-gone “good old days,” reps were
paid a full commission rate in exchange for the
expectation of being “hunters,” responsible for
creating demand. Manufacturers maintained the
responsibility of handling the marketing and
customer service functions, and CRM programs
(continued on page 30
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(i.e.: SalesForce.com and others) did not ex-
ist. Today, despite the fact that many or most
manufacturers’ representatives’ commissions
have been cut (see above), many manufactur-
ers rely on their representatives to add a great
deal of time in the “gathering” mode to their
growing repertoire of responsibilities. Gath-
ering and inputting data into their databases,
called CRMs, are now the norm, taking very
precious time away from representatives’
original responsibility to create demand.

MY PERSPECTIVE: Many of the newer
demands by manufacturers stem from the
impact that MBAs, most of whom have
finance backgrounds versus any experi-
ence in sales, have had as their influence in
management has increased over the years.
These MBAs think of rep commissions as an
expendable expense versus an investment in
their sales forces.

In a recent blog post by Time Magazine
economist Rana Froohar, she states that the
negative impact that MBAs have had on busi-
ness is extraordinary. Following are a few of
her comments.

* “One of the scariest trends in business
these days is the increased movement of
MBAs and finance types into the tech-
nology industry. They now are bringing
their focus on financial engineering and
balance sheet manipulation to firms such
as Google, Apple, Facebook, Yahoo and
Snapchat — a shift thag, if history is any
indicator, doesn’t bode well for the future
of such firms.”

* “MBA programs dont churn out
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innovators well prepared to cope with

a fast-changing world, or leaders who
can stand up to the Street and put the
long-term health of their company (not
to mention their customers) first; they
churn out followers who learn how to
run firms by the numbers.”

As Harvard Dean Nitin Nohria stated,
“The bigger challenge is to teach
America’s future business leaders how

to be curious, humane and moral; how
to think outside the box about prob-
lems like funding the research for a new
blockbuster drug; and how to be strong
enough to stand up to Wall Street when
it demands the opposite.”

MY PERSPECTIVE: The “China Syn-
drome,” as described above, has had a very
strong impact on our business leaders today,
and I believe the conversation in our industry
needs to return to a laser-like focus on the
integrity that should be the foundation of rep-
manufacturer-distributor partnerships and on
our dealings with customers.

The time has come for ERA to force this
conversation to a higher level. If we fail to do
so, the consequences will be more of the same,
and the “commoditization” of all electronic
components will be pervasive.

Yours truly,
Mark Conley

Mark Conley is ERA’ former president
and chairman of the board.

You can contact Mark by email at
mconley@odonnell.com.

Visit

era.org

for details.






