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Introduction

Bob Schmidt, CPMR, is president and principal owner of Integrity Marketing, Inc, a manufacturers representative firm. He hangs up the phone, and lets out a deep breath. “Whew,” he thinks, “careful what you wish for because it just might come true!”

Bob just completed an hour-long conversation with Kathie Murray, President of North American Manufacturing, a large global manufacturer of a line of products that would dovetail nicely with the product lines that Integrity Marketing (IM) currently represents. Kathie called to inform Bob that North American Manufacturing (NAM) is seeking new representation in IM’s market area and invited Integrity to interview for the line. During the course of the conversation Kathie revealed to Bob that NAM plans to meet with a number of firms. After the initial interviews, they will narrow the group to two or three and invite those reps to North American’s home office in Denver for the deciding interview. 

“We’d really like you to interview.” Kathie said. 
Bob and Kathie have met at several industry and association gatherings and Bob has always been impressed with her. Kathie is the daughter of the company’s founder, John Murray. Her appointment to the presidency of the company ten years ago had little, if anything, to do with her family position. Kathie has worked for the company her entire life, from delivering the mail in high school to working on the manufacturing floor in college. After graduation, Kathie worked in customer service and moved into sales manager positions; beginning as regional sales manager and then national sales manager. Kathie’s older brother is the chief financial officer and their younger brother is chief legal counsel. Under her leadership, North American Manufacturing has expanded their product offering and has seen double-digit revenue growth for each of the past ten years, even when other manufacturers struggle. 

As the conversation was winding up, Kathie said, “And Bob, I’d like you to let me know if you are interested in interviewing by next Wednesday, a week from today. As I’m sure you understand, we’re talking to several firms and we need to get them all scheduled.”

“Of course, I understand,” replied Bob, realizing that he was doing a poor job of hiding his excitement, “We’ll be sure to get back to you by then. Thank you very much for this opportunity, Kathie. You’ll be hearing from us soon.”

Bob slumps back in his chair, his head spinning with thoughts alternating between excitement and trepidation. He is enthusiastic about the possibility of representing North American, but there are many questions. What is the current market and potential growth of NAM? North American would be a great company to represent, but he is sure there would be conflicts with some of their current lines. How would this affect their line card? Their current customers? Would they have to expand into some new market areas? Could his current sales force handle this new line or would they need to add staff?
Bob shakes his head as if doing so would scatter these thoughts out of his brain and onto his desk to better sort them out. He picks up the phone and punches in the number of Steve Garrison, the minority owner and unofficial sales manager of Integrity. 

“Hi Bob, what’s up?”

“Steve, you’ll never guess who just called ….”
Integrity Marketing


Integrity Marketing is a 35 year-old, second-generation manufacturer’s representative firm with six sales representatives (including Bob), an inside salesperson, a receptionist who is also the customer service representative and office manager. They also have a part-time accountant. Bob’s father, Eric Schmidt, began the company with, in his words:

“Just a prayer. I didn’t even have a wing. I really didn’t know what I didn’t know. I think if I had known what it took to get a rep business up and running, I never would have even attempted it!” 
Eric had been a direct sales person for a couple of different manufacturers and had become frustrated with what he felt was a general lack of support and customer focus. He started a manufacturers representative firm with nothing more than agreements from three manufacturers to represent their lines and his list of current customers. From those humble beginnings, IM has grown to twelve lines with just over $21million in sales and just under $1.1million in commission income. Integrity Marketing is based in Cincinnati, Ohio and covers Ohio, Indiana, Kentucky, West Virginia, and the western one-third of Pennsylvania. Exhibit One gives more information on IM’s personnel and the sales territories they cover.

Of the twelve lines that Integrity represents, the commission rates range from 4% to 7.50%, with the average being just over 5%. Exhibit Two has details on the IM line card. IM sells their products mainly through distribution, but does have a few OEM customers that are sold to on a direct basis. Other than manufacturer samples, Integrity does not stock any products. IM supplies their salespeople with a company car, cell phone, and laptop computer. They also provide a contributory health insurance plan and 401K retirement program. Their salespeople have a base salary and are paid a percentage of the commissions on what they sell. Exhibit Three is the IM Balance Sheet and Exhibit Four is their Income Statement.

Integrity is located in an industrial park on the north side of Cincinnati. For many years, they operated out of a leased 1,500 square foot facility that became more and more cramped. When the space next to them became available a few years ago, they jumped at the chance to expand and used this opportunity to update their current space. They now have just over 2,200 square feet complete with a conference room including audio-visual capabilities, a classroom for training, and a kitchenette. Last year they updated their technology, with new, state-of-the-art laptops for their salespeople and new desktop computers for inside staff. This update included a company-wide contact management system so each salesperson could track daily activities on their accounts.


Integrity Marketing has always been a firm believer in the professional development of their personnel. Even though he had been running a successful rep firm for a number of years Eric Schmidt was one of the early graduates of the Certified Professional Manufacturers Representative (CPMR() program. The class instruction, networking opportunities, and interaction with other reps had a profound impact not only on the way Eric ran his business, but also on him personally. It was the educational experience he had at CPMR( that made him realize the importance of continuing education not only for himself but also for all his staff. “My business would never have achieved the level of success that it did without what I learned in the CPMR program,” Eric often said. Bob Schmidt is a CPMR( graduate too, and Steve Garrison will start next year. Integrity has sent all of the sales reps to earn their Certified Sales Representative (CSP) designation. Bob has noticed positive changes with each rep when they completed the CSP program. 
During their phone conversation, Kathie Murray let it be known that Integrity’s total certification was a major factor in inviting them to interview. “North American has had great success with firms with CPMR graduates,” Kathie said, “and we’re looking to recapture that same level of success with new representation in your market.”
North American Manufacturing


North American Manufacturing is an $85million, privately held global manufacturer of products known for their quality and technical sophistication. Their strategy has been to grow organically through methodical market penetration rather than growing through acquisition. NAM’s strategy has been to choose new markets carefully and to be thorough in their choice of representation. They then give their reps and distributors the necessary marketing and sales support to make everyone successful. Their market area covers the entire United States and they have begun to expand into Canada and Mexico. NAM has an excellent reputation in the industry. They are usually number one or number two on the line card of the firms that represent them. NAM’s commission rate is 5%.

NAM’s home office is located in a suburb of Denver and they have three manufacturing facilities – Denver, Dallas, and Charlotte. They have two warehouses, one in Denver and the other in Charlotte. North American has long been recognized in the industry as a ‘customer focused’ firm. They are very selective and demanding of their employees, and go to great lengths to train all their employees in the importance of serving the needs of end users, reps and distributors. NAM has a sophisticated production and inventory control system that allows them to stay on top of customer demands and purchasing trends. Doing so allows them the luxury of processing and shipping orders the same day if the orders are received by 12:00 noon. NAM feels this level of responsiveness allows them to create and maintain a competitive advantage and charge 5% to 10% higher than their competition. The company long ago realized the importance of responding to technical support and customer service inquiries in a timely manner. NAM established a policy of having qualified people available to answer questions from 6:00 AM to 6:00 PM Mountain Time. 
North American is one of those manufacturers that just about any rep firm would like to have on their line card. Their U.S. market is divided into four sales regions – Northeast, Southeast, Central, and West. Each region has its own sales manager. Unlike many other principals, each of NAM’s regional managers has a long tenure with the company. Their time with the company ranges from 6 to 28 years with the average being 14 years. Tom Williams, the northeastern regional manager with the longest tenure of all the regional managers sums it up this way:


“North American has been an unbelievably great company to work for. First, we have an outstanding product line, but a lot of companies have that. No, what sets NAM apart is the way they treat their people – literally everyone associated with the designing, producing, shipping, selling, and supporting of the product. Our founder, John Murray, always believed that if you take care of your people, your people will take care of everything else. We’ve been operating that way for over 50 years and it has worked very well. Every time I ask for something from the company I get the support I need. I can pick up the phone and call the president of the company and she’ll return my call almost always the same day. I listen to the problems that my counterparts at other companies complain about and I feel very blessed to work for North American. I came here 28 years ago and can’t imagine working anywhere else.”
North American is known as a company that demands a lot from their reps but gives them a high level of support in return. They have a rep network of twelve rep firms across the U.S. with varying territory sizes depending on geography and customer concentration. They have an active and functioning rep council that has conference calls every quarter and a regular annual meeting. The annual meeting takes place in Denver each spring with all expenses paid by NAM. The executive team of NAM and their four regional mangers always participate in the meetings. Reps within each region elect one of their peers to the rep council. These four members solicit input from the other reps in their region for the quarterly conference calls as well as the annual meeting. Larger, more complex issues are placed on the agenda for the annual meeting. 

The annual meetings are very good ‘give-and-take’ sessions between the reps and the factory participants. There is a set agenda that the reps and factory people agree on, which includes not adjourning until all the issues are resolved. NAM also uses the rep council as a sounding board for new product ideas and marketing activities. NAM has learned to give rep input serious consideration because their reps are closest to the marketplace. In one case, concerns the rep council voiced about a potential new product resulted in the company doing more in-depth research. They discovered that they were going to produce a ‘Cadillac’ where the market really only wanted a ‘Chevrolet’, and there were a number of well-entrenched competitors out there already. At an industry gathering of manufacturers, Kathie Murray stated:
“We spent about $20,000 on a market research study and discovered there simply wasn’t a sufficient market for the product we were going to introduce. We had allocated a lot money for the development and marketing of this product, and we were able to discontinue the project and put those funds to much better use. We would have never done the market research if the rep council hadn’t told us they didn’t think there was a market for this type of product. It’s results like this that make all of us at North American a firm believer in the rep council concept. We listen to our reps.”

While North American is clearly an attractive company to represent, those firms that do represent them understand how much attention NAM requires. “They really expect a lot of us,” says one long-time rep in the west, “and sometimes what they want us to do doesn’t make a lot of sense. With us, they insisted that we hire a dedicated distribution specialist that best represented their ‘buyer demographics.’ Heck, we could have very easily done what they wanted with our current salespeople. And when they introduce a new product, it’s like they expect us to drop everything else and only concentrate on selling their line. They seem to forget we have other lines to sell!”
Another rep from a different firm added, “They require us to supply them with an awful lot of information on our sales, market potential, and time spent dedicated to selling their product. It seems like a never-ending stream of reports and I’m not sure that they ever use all the information we provide. And the trade shows! Every time we turn around they want us to work a booth for some market that I’m not sure we’d ever sell anything to. While we do get nice commissions from them, they sure do take a lot of our time.”
The situation facing North American Manufacturing


After much internal discussion, North American Manufacturing has decided to seek new representation in the area that is much the same territory that Integrity Marketing covers. Their current rep, Gordon Associates, is a four-person rep firm based in Cleveland that has represented NAM for the past 15 years. However, the founder of the firm, Glen Gordon, CPMR, retired almost three years ago and sold the business to his son Phillip. Glen now spends most of this time in Florida. Like Eric Schmidt, Glen was an early CPMR® graduate and credits what he learned there with giving him the tools to develop his rep firm into a successful business. However, Phillip has never found the time to attend CPMR® and has neither the business expertise nor the work ethic of his father. NAM’s sales figures with Gordon have fallen far below projections every quarter since Glen retired. According to Kathie Murray,

“They don’t seem to be willing to do much about it. We have repeatedly worked with them to try and get the numbers back where they should be. I know Tom Williams has spent a huge amount of time working with them, but nothing we have tried seems to work. They seem to have the attitude that ‘we’ve been your rep for 15 years and will always be your rep’, and that’s not the case. We’re at the end of our rope with them.”
Therefore, after a conversation with Phillip Gordon, North American sent a registered letter to Gordon Associates informing them that NAM would be terminating their contract with them in 30 days. North American then immediately began looking for new representation.
The situation facing Integrity Marketing

While taking on North American Manufacturing as a new line would truly be a ‘plum’ for Integrity Marketing, Bob knows this is not a decision to be taken lightly. NAM is typically number one or number two on the line card of their reps, and with good reason. While they do provide excellent products excellent support, they require a lot from their reps – “To whom much is given, much is expected” muses Bob. He knows that taking on Integrity means some changes will have to be made in their operations. Perhaps significant changes. He is also concerned about what he has heard from some of NAM’s current reps about how much time and the amount of information NAM requires of them. It is clear this will not be an easy decision.

Bob spent the five days gathering market information regarding NAM. He asked Steve to do an analysis of how adding NAM would affect their current linecard. Bob informed Steve that in addition to the market area that Integrity currently covers, the current rep, Gordon, also covers all of Pennsylvania for North American. Kathie also mentioned that the distributors in the NAM market have a high proportion of ’30-something’ buyers. If Integrity is awarded this line, they will have to cover all of Pennsylvania and will probably need a distributor specialist dedicated to the North American line. Bob and Steve agree to meet early Monday morning to review their findings. It will be a long morning as they have a lot to discuss.

Steve opens the conversation. “All right Bob, what were you able to find out about NAM?”

“Well, I've been trying to tie down some accurate sales and commission numbers,” Bob replies, “and it really seems as though Gordon dropped the ball in the last couple of years. When I asked Kathie what kind of sales we could expect, she only said ‘substantial’. However, I’ve been doing a little sleuthing and had conversations with a few of our distributors and a couple of OEMs who buy from them. I told them we were thinking of interviewing for the line. I asked them what they anticipate purchasing next year for the products like North American manufactures. Then I asked how much of that business might go to North American if Integrity were the rep and did a better job of supporting them. I took these numbers as a base and projected out what we might expect to sell to the rest of our customers. Adding in all of Pennsylvania was tricky. I estimated conservatively based on demographic comparisons I collected from the commerce department.” 

“So, what’d you come up with?” Steve asks, leaning forward with anticipation.


“We knew that Gordon was struggling,” Bob explains, “because we were able to take some of that business with Atlas, right? Well, they dropped it big time. The distributors I talked to are ordering at least 25% less from NAM compared to three years ago. Some are down 40% to 50%, and a couple were down 75%. I estimate the overall territory was about $6 million and Gordon lost about $2 million of that…leaving about $4 million in the territory, including Pennsylvania.”

“And we would have a lot of fences to mend and a big mountain to climb to get them back where they would want us to be,” Steve adds.

“I figure it would take us at least 24 months to get us to the point to recover most of what Gordon screwed up,” says Bob, leaning back in his chair with a sigh. “Kathie indicated that was in the right ballpark. She also felt we could reach an additional one to one and a half million with NAM in synergistic sales.”

Overwhelmed by what he is hearing, Steve says, “That seems like a no-brainer. Let me tell you what I found. On the one hand, every rep firm in our industry would love to represent North American. I talked to a number of their current rep firms and they all say the same thing – they can be a pain sometimes with all they require, but you get a lot too. They have a great product line, a great reputation in the industry, they support you, and they pay their commissions on time. While it does take a while to get started, there are certainly some good commission dollars out there.”

“On the other hand ….” Steve’s voice trails off, “NAM creates a lot of conflict on our linecard. Most notably with Atlas. There is about a 50% product overlap and I've tried to find a rep that carries both Atlas and NAM. There isn’t one. There is no doubt we would have to resign Atlas.” 

Atlas has been a very good principal to represent over the years and has recently helped Integrity to secure and maintain two significant customers that have generated excellent commission dollars. Atlas is also an emotional favorite with everyone at Integrity. IM has represented Atlas for 23 years and everyone at Integrity has excellent relationships with their counterparts at Atlas. Atlas’ facility is located an easy two-hour drive from Integrity, and there is a lot of traffic back and forth. When the vice president of sales, who is also the daughter of Atlas’s president, got married last year, everyone from Integrity was invited and treated like members of the family. Thinking of ending their relationship with Atlas gave Bob great pause. And what would Atlas think if they found out IM even interviewed for North American?
Bob jumps in, “Atlas has generated good commission dollars recently, not to mention the great relationships we have with them,” his voice takes on an air of urgency. 

“I know, I know.” Steve sighs heavily, “And it’s not just Atlas where there would be a conflict. Marathon filled a hole that NAM would cover. We would likely have to resign Marathon too. Add in the synergy that Atlas has created with some of our other lines, particularly Heath-Palmer; we could risk losing sales from these lines as well.”

“But,” Steve continues, “NAM would open up a lot of new doors for us and there is synergy with others lines. The $1.5 million in synergy sales Kathie mentioned, would certainly add to some of the other lines too. And we've talked in the past about trying to get into the Eastern Pennsylvania market.”

“At what cost though, Steve?” asks Bob. “How would we cover Eastern Pennsylvania or meet the thirty something distributor specialist requirement? Karen and Dave both fit the age range, but does that position fit them? We’ve already discussed Peter needing some inside sales help. We might need to consider adding staff more quickly than we anticipated. How do we cover that cost in the short term?”

“We have options.” answers Steve. “We have cash on hand or we could look into a line of credit.” 
It has always been Integrity’s philosophy to fund all new ventures out of cash reserves rather than taking on any debt. This was true when they made the leasehold improvements to their new space a few years ago and updated their technology last year. Eric Schmidt was adamantly opposed to taking on any sort of debt, and he has ingrained that same philosophy in his son.


“We'll we've talked through lunch and I'm not sure we are any closer to a decision,” Bob says. “We need to get back to reviewing our situation. Do you have the time spent survey from a few months back?”

“I do,” replies Steve. (Exhibit Five) “Let's head to the office and do some more thinking. We'll call an office meeting for the morning and get some feedback from the rest of the staff tomorrow. No decisions are made in a vacuum. We need to give Kathie an answer by Wednesday, right? Is that by 5 o'clock or is anytime before midnight okay?” he laughs.

The Situation Facing You
Your study group will assume the role of the leadership at Integrity Marketing. Your assignment will be to determine whether or not to interview for North American. Be prepared to support your case by using the information and tools learned in CPMR®. The last day of CPMR® 301 will be dedicated to this case. Each team will have 30 minutes to give a presentation to a team of judges as to why they would, or would not, interview for the line. Each team of judges will select one of their teams to go forward, and that team will make a presentation to the entire 301 class. After the presentations are completed, a CPMR® instructor will lead discussion of the case and the insights you uncover. The class will conclude with one of the teams being named the “Top Dawg” group, with all the accolades and bragging rights that go with it! 
Exhibit One
Personnel of Integrity Marketing
click here to go back to the Exhibit One reference
Bob Schmidt, CPMR
Age: 55
Educational Background: Bachelors in Electrical Engineering from Ohio State University 
Time with Integrity: 33 years

Resides: Loveland, OH
Personal: Married, three children, one in college and two still at home. Hobbies are golf and traveling.

Job Responsibilities: Owns 75% of Integrity Marketing; manages Cincinnati office; other eight employees report to him. Has sales responsibility for the northern portion of the greater Cincinnati area as well as a few key accounts in Cincinnati

Steve Garrison, CSP
Age: 44
Educational Background: Bachelors in Business from Xavier University

Time with Integrity: 18 years

Resides: Cincinnati, OH 

Personal: Married, four children ranging in ages from 11 to 18. Is an accomplished tri-athlete and keeps a very trim figure on his six foot-two inch frame.

Job Responsibilities: Owns 25% of Integrity Marketing; unofficially manages the sales function; sales responsibility for all of Ohio south of I-70 that is not covered by Bob. 
Karen Washington, CSP
Age: 35
Educational Background: Bachelors in Communication from Westminster College
Time with Integrity: 4 years
Resides: Cleveland, OH

Personal: Divorced with two middle-school children. Hobbies are reading and whatever activities her kids happen to be involved in at the moment.

Job responsibilities: All of Ohio north of I-70. 
Gary Brewster, CSP
Age: 62

Educational Background: Bachelors in Chemistry, West Virginia University

Time with Integrity: 22 years

Resides: Morgantown, WV

Personal: Just celebrated his 40th wedding anniversary. Three grown children and seven grandchildren. Hobbies are hiking and camping in the West Virginia mountains, whitewater rafting, WVU football, and his grandchildren’s activities.

Job Responsibilities: West Virginia, Western 1/3 of Pennsylvania.
Mike Longest, CSP
Age: 48

Educational Background: Bachelors in Business, Butler University

Time with Integrity: 16 years

Resides: Indianapolis, IN

Personal: Second marriage with blended family of five children..Triplets from first marriage are all in college. Two youngest are still at home. Hobbies are basketball and photography.

Job Responsibilities: state of Indiana
Dave Hartson, CSP
Age: 33
Educational Background: Bachelors in Business from University of Louisville

Time with Integrity: 4 years

Resides: Louisville, KY

Personal: Recently got engaged. Played football for UL and is a big booster of the football program. Hobbies are fishing and officiating high school football

Job Responsibilities: state of Kentucky

Peter Rosenbaum, CSP
Age: 52

Educational Background: Associate Degree from Cincinnati State
Time with Integrity: 22 years

Resides: Cincinnati, OH

Personal: Married with two children. His son is getting married next summer. Very involved with his synagogue.

Job Responsibilities: Inside sales

Marilyn Stevens

Age: 54

Educational Background: Some college

Time with Integrity: 26 years

Resides: Cincinnati, OH

Personal: Married with three grown children. Her main hobby is fussing over her new baby granddaughter.
Job Responsibilities: Receptionist, customer service activities and office manager
Cathleen Howard, CPA
Age: 40

Educational Background: Bachelors in Accounting, University of Cincinnati

Time with Integrity: 3 years

Resides: Cincinnati, OH

Personal: Married, no children. Her husband owns a packing and shipping franchise, she works for her husband part time, too.

Job Responsibilities: Part-time accountant. Works between 10-15 hours per month for Integrity.

Exhibit Two-A - Linecard: Nature of the Relationship and Principal Background
Exhibit Two-B - Synergism
Exhibit Two–C - Sales and Commission History
click here to go back to the Exhibit Two reference

Linecard: Nature of the Relationship and Principal Background
A&D Supply  (4 years)
IM has represented A&D for 4 years. When taking on the A&D line IM anticipated great synergy with Atlas, C-Line, and Hy-Tech. While it has been a mildly successful line, and those synergies still exist, IM realized after the first year of representation that the impression they from the interview process was not the real picture. A&D is a small family owned company. Product development was stagnant, communication was lacking, and marketing materials were getting stale. A&D had no staff in charge of managing their reps and assuring the success and communication. It was unfortunate because no one has ever questioned the quality or delivery of the product. In a nutshell, A&D was great at making things, but lacked ingenuity and marketing. Six months ago, however, a new GM was hired. He had a marketing background and has slowly begun to create some positive momentum. He has been proactive in asking the reps about what improvements can be made and has implemented a number of them. New products that A&D is bringing on line fill a market niche and could have significant synergy with Atlas and Hy-Tech. Sales for A&D have begun to pick up in the last quarter of 2009.

Allied Equipment  (12 years)
Allied was once one of IM’s top two or three lines. However, the privately held company now suffers from “management atrophy.” It seems like IM is spending a fair amount of time now protecting Allied from itself. Consistent delivery and shipping issues have driven IM’s non-revenue generating activity (expedites and RMAs) through the roof. Marilyn is pulling her hair out and even needs help from Peter. Allied provided very little support and the product line is becoming dated. IM sells Allied products mostly when asked. It has become difficult to promote them because of all the backend problems. Most of the outside staff simply is not comfortable making any commitments to customers for fear to negatively affecting the long-term relationship. Allied has a great name in the industry and makes quality product. There is great potential if management could get their act together. Allied had the most synergy with a line that Integrity represented up until 5 years ago when they were bought up by a larger company and used the existing rep force.
Atlas  (23 years)
Atlas is by far the darling of the IM linecard. IM has represented Atlas for 23 years and have been truly great to work with. Management at Atlas is top notch. They have really embraced and perfected the idea of treating their reps as an extension of their sales force. Atlas is consistently asking IM about what they see in the market, opportunities that are open, and where they need to improve. Most of the data is exchanged via phone conversations rather then lengthy reports. It’s just the way Atlas has approached things the last 15 years. Management has always felt that “what you get in a phone call discussion goes beyond what gets put on paper. You can hear the excitement and disappointment in the voice. We really try to be in tuned with what our reps are seeing and feeling. We encourage them to be open and honest. Many times they aren’t selling product because of some roadblock we’ve unwittingly created. We need to know that so we can fix it. The phone conversations also give us a teaching and training moment. Because we openly accept feedback, the reps are willing to hear our suggestions on what may help them be more successful.” 
Atlas is very well known in the industry. They do a lot of advertising in industry publications. The flow of new products to the market is consistent, some innovative, some “me-too” copies of other’s successful launches. While Atlas product will never be seen as the Cadillac of the market, they have seemed to find the happy medium between quality and cost-competitiveness. Most of their products ship out of stock or within a couple of weeks, although they will occasionally run into a stock out leading to 4-5 week delivery.

IM’s history with Atlas has been excellent. Sales have been consistently growing, save for the early 90s when they took a big hit. Both Atlas and IM have worked hard to get them back on track, including landing a couple of OEM accounts. One was taken from North American Manufacturing just a couple of years ago. It gave IM a nice sales spike with Atlas. The Atlas product has a degree of synergy with A&D, General Supply, Harrison-Mobley, Heath-Palmer, and Marathon.

C-Line Manufacturing  (4 years)
C-Line is relatively new to IM and is viewed by management as an “up-and-comer” line. They have had a few new product improvement launches in the four year IM has represented them. C-Line has been promising a brand new product line for some time now, but has yet to deliver on the promise. However, a trustworthy ‘inside source’ says a major technical difficulty has been overcome and this new product line will be ready for introduction in the next 60 days. Company insiders are expecting 20% growth in 2010 because this new line will completely change the market. 
C-Line has solid products, not top of the line and is price competitive. They lack that “must-have” product that gets attention at distribution. The C-Line product needs more shelf space to really take off. 
IM staff really enjoys working with the folks at C-Line. Very helpful and down to earth. They rarely have shipping or lead-time issues and are great to work through any problems. One thing that IM would like to see improved is marketing. They are never seen in industry publications and the literature is less than desirable. Previous product introductions have not been well-organized concerted effort and therefore did not get the bang they should have. 
C-Line has a level of synergism with Royal Globe and A&D.

General Supply Corp. (GSC)   (16 years)
GSC has been a long-standing principal for IM but underwent a management and philosophy change three years ago. The new management came from a company that did not use manufacturers reps and has struggled to really embrace what the rep can do for them. The reps are treated more like employees, instead of partners for growth. GSC now requires that Integrity do a lot more servicing of their accounts. The added service was not met with increased commission and has so far proven not to be effective in increasing sales. IM staff has had a number of conversations with other GSC reps across the country about the new requirements and direction of GSC. No one is sure of what they are doing. A couple of their larger reps are trying to get a rep council meeting scheduled.
 
GSC is currently IM’s 2nd largest commission line, but the added responsibilities have driven down its profitability. GSC’s products are top of the line in their market segment but seem to be losing steam. The uncertainty the reps are feeling is also being felt at both the distribution and end customer levels. Customers have begun to look for other alternatives. GSC has synergy with some Atlas products along with Royal Globe.

Harrison-Mobley Co. (HM)  (1 year)
HM is the newest line for IM. They took on the line after identifying a need at a major account. One of Bob Schmidt’s customers implemented a manufacturing process for which HM was ideally suited. IM has been able to leverage it with other lines. So far HM has been a very pleasant surprise for IM and they have discovered several other potential applications, two of which could be very lucrative. 
HM is a small manufacturer of specialty products. It was started in 2006 by two friends who left their previous manufacturing positions when they identified a specific unmet need in the market HM does not really have a marketing or sales department. Their offering is very niche and does not present opportunities in all IM market areas. HM truly relies on word of mouth advertising and translating one success to similar applications at other companies. They currently have 5 reps in the US who cover about 1/3 of the US geography. HM is not in a financial position yet to rapidly expand into new markets, but they do use their current reps networking with other rep friends to help penetrate new markets. They are open to signing new reps should a fit be identified, but are not actively pursuing them.

HM does not do much print advertising. Their staff is very responsive to opportunities but they occasionally have lead-time issues. One customer had to hold up releasing a piece of equipment because HM could not get the parts there on time. The owners have embarrassingly had to be 30-45 days late on a couple of the commission payments. If things fell right, IM management could see easily tripling this line over the next few years.

Every HM customer also buys Atlas. There is also some synergy between HM and Hy-Tech.



Heath-Palmer (HP)  (7 years)
Heath-Palmer is a product line that IM has systemically grown over the last 7 years from about $700K to its current $1.9Mil. Integrity worked very well with the previous regional manager Tim Spikes to market plan, identify, and close new business. He was by far the best regional manager they had. Tim helped when they needed assistance or a liaison, but mostly steered IM in the right direction and stayed out of their way. He had attended the MRERF Manufacturers Best Practices program a few years early to hone his skills. Tim had done so well that he left HP to take a position with another company. Unfortunately, the same cannot be said for the new regional, Paul Valley. IM and Paul have simply not built the same kind of rapport and initial communications have not been good. Paul is a very hands-on manager. The IM sales staff feels it may be hindering the ability to get out and sell.

HP products are not the best quality but bluntly put, “They will be the low cost leader.” They are a large company owned by a holding company and are trying to drive cost out of every part of the production process. HP pays a nice commission rate compared to its competition and overall tend to work very cooperatively with their rep force. They advertise quite a bit but their literature has always been less than stellar. In fact, two months ago, HP announced to the reps that they will no longer offer printed literature. Everything is available on the web and can be printed off if need be. While IM is not happy about this, as their customers still like printed material, they do not really have a choice. They are managing.

HP has an excellent presence at distribution and IM has managed to capture business with HP at a number of their accounts, particularly those that also tend to buy from Atlas and Marathon. IM does a lot of business with HP and the minimum and freight policies are very attractive. Unfortunately, that does lead to a lot of smaller orders and extra work for Marilyn.

Hy-Tech Integrated Systems  (12 years)
Hy-Tech is a great fit for Integrity. Hy-Tech is a steady product line with some mature products and just enough new product introductions to continue to seem fresh. The products are of good quality and they have only 3-4 other competitors. They generally ship products out of stock or within 1 week. There is very little follow-up needed once an order is placed to make sure it gets to the customer in a timely manner. The product return rate for Hy-Tech is also very low. 
New product introductions are a bit of a specialty for them. While they might only have 2-3 per year, all the research and market background information is completed by their marketing staff prior to the launch. Samples and marketing support pieces are sent to the rep firms ahead of time. The introductions are done by webinar along with an in person hands on training by the regional manager so they can properly plan targets. They really make it simple to get immediate results with new products. 

Hy-Tech products have a level of synergy with A&D, Harrison-Mobley, and Universal.


Marathon  (16 years)

The relationship with Marathon is very good. IM has a long-standing relationship with Marathon. Marathon management is a bit resistant to suggestions, but usually in time comes around. While Marathon is a small line for IM, it pays an excellent commission rate and fills a product niche for IM when competing with Atlas against North American Manufacturing. The sales cycle for Atlas is the longest of all Integrity’s lines. Bob Schmidt seems to have the most patience for those type of sales cycles and last year landed a chuck of business with Marathon (through distribution) at the same OEM that was taken from NAM with Atlas a couple of years back.

Marathon makes excellent products and tends to be on the high end of their competition with regard to price. While a more competitive price may allow them to really increase business, they have been able to sell many customers on value. Marathon is a very low maintenance product line and have synergy with Atlas, Heath-Palmer, Platt River, and Universal.



Platt River Corp.  (6 years) 

Integrity has much the same feeling with Platt River as they do C-Line. Integrity was introduced to Platt six years ago by the president of Marathon. They have very compatible products and target much the same customer base. In fact, the new Vice President at Platt used to be IM’s regional manager for Marathon. He is very excited about maximizing that synergy and increasing sales. While Integrity has done well with Platt in the past, most at IM felt that it lacked a little in management to really put them over the edge. They hope the change in VP will be a positive one and are willing to dedicate the resources if needed. 


Royal Globe Systems (RGS)  (9 years)
Integrity has represented RGS for 9 years. The relationship started very well but has fizzled a bit over the last two years. The regional manager talks a good game but never seems to follow through with all the things he says RGS can do for IM’s sales. The product and delivery are good, the support is lacking. RGS just seems to be coasting. Prior to 2009, RGS reduced the rep commission rate from 5% to 4%, in essence giving them a 20% cut. The regional manager just didn’t seem to understand those numbers and how it affected Integrity. With increased attention to C-Line and Platt River, IM is not sure what to do with this line. Neither side seems to want to pay much attention to it. RGS has synergy with C-Line and GSC.
Universal Mechanical Supply (UMS)

A new company when IM started with them 5 years ago, they have overcome some difficulties together. New management and an additional capital investor joined about 6 months ago and have gotten UMS back on solid financial footing. UMS now seems ready to be more aggressive in the marketplace. IM management recently went to meet with UMS and came away impressed. At one time UMS had a solid, high-quality product line with significant market share, but it tried to expand into a product area for which it was not well suited. The failed investment put it in a cash flow crunch that affected its ability to deliver products in a timely manner. The new management has promised a “back to the basics” approach and IM feels they can grow this line should they choose to put forth the effort to do so. All the sales staff enjoys selling UMS products, but just has hesitated over the last 3 years due to the delivery issues and financial situation. UMS has a certain level of synergy with Hy-Tech and Marathon, but not to a great extent.
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Synergism
click here to go back to the Exhibit Two reference
back to top of Exhibit Two
	
	A&D Supply
	Allied Equipment
	Atlas Manufacturing
	C-Line Manufacturing
	General Supply
	Harrison-Mobley
	Heath-Palmer
	Hy-Tech
	Marathon
	Platt River
	Royal Globe
	Universal Mechanical
	NAM

	A&D Supply
	 
	 
	X
	X
	 
	 
	 
	X
	 
	 
	 
	 
	X

	Allied Equipment
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Atlas Manufacturing
	X
	 
	 
	 
	X
	X
	X
	 
	X
	 
	 
	 
	 

	C-Line Manufacturing
	X
	 
	 
	 
	 
	 
	 
	 
	 
	 
	X
	 
	 

	General Supply
	 
	 
	X
	 
	 
	 
	 
	 
	 
	 
	X
	 
	X

	Harrison-Mobley
	 
	 
	X
	 
	 
	 
	 
	X
	 
	 
	 
	 
	X

	Heath-Palmer
	 
	 
	X
	 
	 
	 
	 
	 
	X
	 
	 
	 
	 

	Hy-Tech
	X
	 
	 
	 
	 
	X
	 
	 
	 
	 
	 
	X
	 

	Marathon
	 
	 
	X
	 
	 
	 
	X
	 
	 
	X
	 
	X
	 

	Platt River
	 
	 
	 
	 
	 
	 
	 
	 
	X
	 
	 
	 
	 

	Royal Globe
	 
	 
	 
	X
	X
	 
	 
	 
	 
	 
	 
	 
	 

	Universal Mechanical
	 
	 
	 
	 
	 
	 
	 
	X
	X
	 
	 
	 
	 

	NAM
	X
	 
	 
	 
	X
	X
	 
	 
	 
	 
	 
	 
	 


Integrity Marketing 

Sales and Commission History

2007-2009
click here to go back to the Exhibit Two reference
back to top of Exhibit Two

	Company
	Comm. %
	2007 Sales
	2007 Comm.
	2008 Sales
	2008 Comm.
	2009 Sales
	 2009 Comm.

	A&D Supply
	7.00%
	535,000
	37,450
	525,000
	36,750
	500,000
	35,000

	Allied Equipment
	5.00%
	2,575,000
	128,750
	2,225,000
	111,250
	1,900,000
	95,000

	Atlas Manufacturing
	6.25%
	2,940,000
	183,750
	3,460,000
	216,250
	3,680,000
	230,000

	C-Line Manufacturing
	5.00%
	1,654,000
	82,700
	1,576,350
	78,818
	1,880,000
	94,000

	General Supply
	4.00%
	3,925,000
	157,000
	3,750,000
	150,000
	3,650,000
	146,000

	Harrison-Mobley
	5.00%
	0
	0
	0
	0
	1,100,000
	55,000

	Heath-Palmer
	6.25%
	1,575,000
	98,438
	1,750,000
	109,375
	1,952,000
	122,000

	Hy-Tech
	5.00%
	1,825,000
	91,250
	2,000,000
	100,000
	2,140,000
	107,000

	Marathon
	7.50%
	380,000
	28,500
	400,000
	30,000
	520,000
	39,000

	Platt River**
	4.00%
	1,700,000
	85,000
	1,760,000
	88,000
	1,875,000
	75,000

	Royal Globe
	4.00%
	1,842,750
	73,710
	1,755,000
	70,200
	1,625,000
	65,000

	Universal Mechanical
	5.00%
	768,000
	38,400
	614,400
	30,720
	640,000
	32,000

	Totals
	 
	19,719,750
	1,004,948
	19,815,750
	1,021,363
	21,462,000
	1,095,000

	
	
	
	
	
	
	
	

	** Platt River reduced their commission from 5% to 4% in 2009
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	ASSETS
	
	

	Current Assets
	
	

	Cash - Checking Account
	84,800.00
	

	Cash -- Money Market
	197,000.00
	

	Petty Cash
	200.00
	

	
	 
	

	Total Current Assets
	
	282,000.00

	
	
	

	Property and Equipment
	
	

	Furniture & Fixtures
	149,540.00
	

	Furn & Fixt--Accum Depr
	-149,440.00
	

	Computer Software
	23,140.00
	

	Software - accum. deprec.
	-23,140.00
	

	Automobiles & Trucks
	111,300.00
	

	Auto & Truck-Accum Depr
	-60,100.00
	

	Leasehold Improvements
	12,500.00
	

	Leasehold Imp-Accum Depr
	-4,800.00
	

	
	 
	

	Total Property and Equipment
	
	59,000.00

	
	
	

	Other Assets
	
	

	
	 
	

	Total Other Assets
	
	0.00

	
	
	 

	Total Assets
	
	341,000.00

	
	
	 

	LIABILITIES AND CAPITAL
	
	

	Current Liabilities
	0.00
	

	
	
	

	Total Current Liabilities
	
	0.00

	
	
	

	Capital
	
	

	Retained Earnings
	241,000.00
	

	Net Income
	100,000.00
	

	
	 
	

	Total Capital
	
	341,000.00

	
	
	 

	Total Liabilities & Capital
	
	341,000.00
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	Year to Date

	
	This Year

	Revenues
	

	Commission -- A&D Professional Supply
	35,000.00

	Commission -- Allied Equipment Services
	95,000.00

	Commission -- Atlas Manufacturing
	230,000.00

	Commission -- C-Line Manufacturing
	94,000.00

	Commission -- General Supply Corporation
	146,000.00

	Commission -- Harrison-Mobley Company
	55,000.00

	Commission -- Heath-Palmer Company
	122,000.00

	Commission -- Hy-Tech Integrated Systems
	107,000.00

	Commission -- Marathon Manufacturing
	39,000.00

	Commission -- Platt River Professional Services
	75,000.00

	Commission -- Royal Globe Systems
	65,000.00

	Commission -- Universal Mechanical Supply
	32,000.00

	Total Commissions
	1,095,000.00

	Interest -- Savings
	5,000.00

	Total Revenues
	1,100,000.00

	
	 

	Gross Income
	1,100,000.00

	
	

	Expenses
	

	Salary - Salesperson #1 - Cincinnati
	100,000.00

	Commission - Salesperson #1 - Cincinnati
	18,470.00

	Salary - Salesperson #2 - Cincinnati
	80,000.00

	Commission - Salesperson #2 - Cincinnati
	28,425.00

	Salary - Salesperson #3 - Morgantown
	70,000.00

	Commission - Salesperson #3 - Morgantown
	18,425.00

	Salary - Salesperson #4 - Indianapolis
	65,500.00

	Commission - Salesperson #4 - Indianapolis
	16,750.00

	Salary - Salesperson #5 - Louisville
	50,500.00

	Commission - Salesperson #5 - Louisville
	17,870.00

	Salary -- Salesperson #6 - Cleveland
	50,500.00

	Commission -- Salesperson#6 - Cleveland
	16,250.00

	Salary - Inside Sales #1 - Cincinnati
	49,000.00

	Bonus - Inside Sales #1 - Cincinnati
	8,915.00

	Salary - Administrative - Cincinnati
	38,000.00

	Bonus - Administrative - Cincinnati 
	5,000.00

	Hourly Pay (Accounting) - Cincinnati
	15,600.00

	Taxes - FICA - Cincinnati
	24,756.00

	Taxes - FICA - Morgantown
	6,632.00

	Taxes - FICA - Indianapolis
	6,169.00

	Taxes - FICA - Louisville
	5,128.00

	Taxes - FICA - Cleveland
	5,006.00

	Taxes - OH Unemployment - Cincinnati
	360.00

	Taxes - WVA Unemployment - Morgantown
	95.00

	Taxes - IN Unemployment - Indianapolis
	88.00

	Taxes - KY Unemployment - Louisville
	65.00

	Taxes - OH Unemployment - Cleveland
	68.00

	Taxes - Fed Unemployment - Cincinnati
	390.00

	Taxes - Fed Unemployment - Morgantown
	103.00

	Taxes - Fed Unemployment - Indianapolis
	96.00

	Taxes - Fed Unemployment - Louisville
	81.00

	Taxes - Fed Unemployment - Cleveland
	74.00

	Hospitalization/Maj.Med - Cincinnati
	33,146.00

	Hospitalization/Maj.Med - Morgantown
	9,423.00

	Hospitalization/Maj.Med - Indianapolis
	10,049.00

	Hospitalization/Maj.Med - Louisville
	5,399.00

	Hospitalization/Maj.Med - Cleveland
	8,587.00

	Disability Insurance - Cincinnati
	4,526.00

	Disability Insurance - Morgantown
	998.00

	Disability Insurance - Indianapolis
	877.00

	Disability Insurance - Louisville
	326.00

	Disability Insurance - Cleveland
	563.00

	Advertising - Cincinnati
	3,952.00

	Sales & Training Aids - .Cincinnati
	939.00

	Sales & Training Aids - Morgantown
	210.00

	Sales & Training Aids - Indianapolis
	229.00

	Sales & Training Aids - Louisville
	162.00

	Sales & Training Aids - Cleveland
	183.00

	Sales Meeting - Cincinnati
	1,681.00

	Trade Show - Cincinnati
	591.00

	Trade Show - Indianapolis
	782.00

	Trade Show - Cleveland
	100.00

	Travel - Salesperson #1 - Cincinnati
	5,287.00

	Travel - Salesperson #2 - Cincinnati
	6,711.00

	Travel - Salesperson # 3 -Morgantown
	6,824.00

	Travel - Salesperson #4 - Indianapolis
	5,999.00

	Travel - Salesperson #5 - Louisville
	6,273.00

	Travel - Salesperson #6 - Cleveland
	6,246.00

	Car Rental - Cincinnati
	484.00

	Air Fare - Cincinnati
	2,456.00

	Meals & Entertainment (50%) - Cincinnati
	3,278.00

	M & E (50%) - Morgantown
	1,109.00

	M & E (50%) - Indianapolis
	1,035.00

	M & E (50%) - Louisville
	952.00

	M & E (50%) - Cleveland
	999.00

	M & E (50%) Nondeduct - Cincinnati
	3,278.00

	M & E (50%) Nondeduct - Morgantown
	1,109.00

	M & E (50%) Nondeduct - Indianapolis
	1,035.00

	M & E (50%) Nondeduct - Louisville
	952.00

	M & E (50%) Nondeduct - Cleveland
	999.00

	Gifts and Cust. Promos - Cincinnati
	840.00

	Advertising - Cincinnati
	3,179.00

	Training Seminar - Cincinnati
	3,540.00

	Auto Repairs & Maint. - Cincinnati
	1,615.00

	Auto Repairs & Maint. - Morgantown
	546.00

	Auto Repairs & Maint. - Indianapolis
	839.00

	Auto Repairs & Maint. - Louisville
	624.00

	Auto Repairs & Maint. - Cleveland
	333.00

	Auto Insurance - Cincinnati
	3,112.00

	Auto Insurance - Morgantown
	1,289.00

	Auto Insurance - Indianapolis
	1,470.00

	Auto Insurance - Louisville
	1,645.00

	Auto Insurance - Cleveland
	1,291.00

	Auto Depreciation - Cincinnati
	5,125.00

	Auto Depreciation - Morgantown
	2,850.00

	Auto Depreciation - Indianapolis
	2,850.00

	Auto Depreciation - Louisville
	2,850.00

	Auto Depreciation - Indianapolis
	2,850.00

	Building Rent - Cincinnati
	22,800.00

	Bldg. Maint & Repair - Cincinnati
	1,755.00

	Building Utilities - Cincinnati
	5,829.00

	Communications - Cincinnati
	6,458.00

	Communications - Morgantown
	2,235.00

	Communications - Indianapolis
	2,020.00

	Communications - Louisville
	2,324.00

	Communications - Cleveland
	2,143.00

	Insurance - General - OH
	4,242.00

	Insurance - Corporate - OH
	3,818.00

	Ohio Franchise Tax
	285.00

	City Corp. Income Tax
	904.00

	Commercial Activity Tax - OH
	150.00

	Office Supplies - Cincinnati
	2,316.00

	Postage - Cincinnati
	954.00

	Postage - Morgantown
	435.00

	Postage - Indianapolis
	165.00

	Postage - Louisville
	209.00

	Postage - Cleveland
	239.00

	Dues & Subscriptions (Assocs) - Cincinnati
	7,653.00

	Dues & Subscriptions - Morgantown
	435.00

	Dues & Subscriptions - Indianapolis
	595.00

	Dues & Subscriptions - Louisville
	297.00

	Dues & Subscriptions - Cleveland
	425.00

	Professional Services - Cincinnati
	4,369.00

	Fidelity 401K Expenses
	2,583.00

	Contributions - Cincinnati.
	577.00

	Employer 401K Contr - Cincinnati
	12,711.00

	Employer 401K Contr…Morgantown
	3,416.00

	Employer 401K Contr - Indianapolis
	2,428.00

	Employer 401K Contr - Louisville
	2,684.00

	Employer 401K Contr - Cleveland
	3,160.00

	Miscellaneous - OH
	4,223.00

	Estimated Income Taxes
	22,250.00

	
	 

	Total Expenses
	1,000,000.00

	
	 

	Net Income
	100,000.00
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	Principal
	Bob Schmidt
	Steve Garrison
	Karen Washington
	Gary Brewster
	Mike Longest
	Dave Hartson
	Peter Rosenbaum
	Marilyn Stevens

	A&D Supply
	4
	7
	6
	5
	2
	3
	6
	3

	Allied Equipment Services
	10
	7
	8
	8
	7
	10
	8
	20

	Atlas
	18
	13
	26
	16
	18
	18
	21
	24

	C-Line Manufacturing
	8
	11
	12
	9
	11
	12
	11
	8

	General Supply Corporation
	13
	20
	30
	10
	19
	13
	18
	20

	Harrison-Mobley, Inc.
	14
	4
	6
	7
	5
	4
	6
	3

	Heath-Palmer, Inc
	8
	12
	10
	7
	20
	12
	10
	17

	Hy-Tech Integrated Systems
	6
	8
	6
	8
	9
	17
	13
	2

	Marathon Manufacturing
	10
	1
	4
	3
	4
	3
	3
	1

	Platt River Professional Services
	3
	9
	10
	7
	5
	18
	9
	5

	Royal Globe Systems
	8
	9
	6
	7
	6
	9
	7
	9

	Universal Mechanical Supply
	3
	2
	4
	3
	8
	3
	4
	3

	Total of Time Spent
	105
	103
	128
	90
	114
	122
	116
	115
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