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Special Report:

QC ; he role and value of manu-

facturers’ representatives differ
from various vantage points. A
component supplier may see
them one way, an OEM may have
a different perspective, and one
of its competitors may have yet
another view. Differences of opin-
ion aside, some supply-chain
executives say reps that focus on
engineering will have to expand
their reach and facilitate commu-
nication across the electronics

supply chain.

IS IN THE

BY BARBARA JORGENSEN

Q% a situation that sounds

like it could be straight out of the
| Japanese classic Roshomon. The
role—and value—of the manu-
facturers’ representative in the

OF THE

supply chain differs from every
point of view.

Component suppliers see
reps as an extension of their
direct-sales force and leading
advocates of the supplier’s line.
To distributors, reps can be a
help or a hindrance, largely

depending on
the rep. And to
OEMs, reps range
from savior to
minor annoyance.

Such issues
recently hit the
boiling point at
Motorola Inc.’s
Communications
Enterprise in
Schaumburg, Il
A memo, circu-
lated in August,
effectively cut the
rep out of the
business wunit’s
supply loop.

“In general,”
the memo said,
“we have found
that doing busi-
ness with our
important
suppliers
through third
parties, such as
manufacturers’
reps and agents, adds very little
value and significant cost,
increases cycle time, and in many
cases causes relationship prob- |
lems between Motorola and the
supplier. Therefore ... a partner
cannot conduct business with

SEE REPS’ ROLE, PAGE 2
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Battle brewing
over demand
creation

f there’s one
I thing EBN has

learned in
nearly 30 years
of covering the
industry, it’'s
where the hot
buttons are. This
week’s special
report on manu- 5%
facturers’ repre- [
sentatives may
just push one of those buttons.

In examining the role of the
rep in the electronics supply chain,
one thing kept coming up: demand
creation. Reps see it as their mani-
fest destiny in the supply chain’s—
and in distributors'—demand ful-
fillment.

We know one or two dis-
tributors that might dispute that,
and we will address distribution’s
role in demand creation in an
upcoming issue. Demand creation
seems to be the channel buzzword
that “value-added” was some years
ago. And it seems to be a very diffi-
cult concept to translate all the way
through to volume production of
an OEM'’s product.

Here’s the scenario: A rep
or a distributor “creates” demand
by getting Line X designed-in by an
engineer. Assuming Line X makes it
through purchasing, it may be
shipped—through distribution—to
the manufacturing site.

If manufacturing is out-
sourced, however, traceability
becomes tough. A CEM may substi-
tute a product for Line X at the last
minute, or move manufacturing
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Motorola using third parties such
as manufacturers’ reps or
agents.”

That position has since
been reversed, according to one
memo recipient—and confirmed
by the Electronics Representa-
tives Association—because of
the uproar it caused.

Motorola officials could
not be reached for comment.

The memo highlights a
number of issues among reps,
distributors, and suppliers: who
“owns” the relationship with the
customer, and do middlemen
add value or cost to the OEM?

“Unfortunately, there’s no
one answer,” said one industry
source.

The relationship between
reps and distributors is better
now than in the past, largely due
to the efforts of trade associa-
tions and what distributors and
reps both describe as a height-
ened degree of professionalism
in the channel.

In an ideal world, the rela-
tionship is purely synergistic.
Reps don’t stock; distributors do.
Reps view themselves as
demand “creators” and distribu-
tors as demand “fulfillers.”

And, while the two
groups probably will always
have to vie for the OEM’s atten-
tion, they share a common prob-
lem—maintaining traceability of
components and being compen-
sated for their efforts once manu-
facturing is outsourced to CEMs.

2 Reprinted by Electronics Representatives Association, www.era.org

Suppliers on reps

Suppliers consider reps an
extension of their direct-sales
force. Many suppliers facing the
increased costs of managing and
maintaining their direct-sales
force during periods of direct-
account reduction have found it
advantageous to outsource the
sales functions to reps.

“Reps are not a fixed
cost,” said Jim Hartranft, director
of sales at switch maker Cherry
Electrical Products, Pleasant
Prairie, Wis.

They’re also exclusive.
Unlike distributors, reps do not
sell directly competing lines.

They represent their lines,

r “principals,” only in specific
territories. Cherry uses 17 reps
and 25 distributors. “A rep’s job
is to make sure the distributor is
reminded they have Cherry and
give them a reason to sell our
stuff, or help them put (cus-
tomer) programs in place,”
Hartranft said.

Rep sales are fulfilled
either directly or through distrib-
ution. There is no double markup
if an order is fulfilled through

Reps don’t stock They see
themselves as demand

‘creators’ and distributors as |

demand ‘fulfillers.

distribution. Reps are compen- |
sated by suppliers; distributors |
are paid by customers. Suppliers
often build in margins to accom-
modate both.







