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CHAPTER I 

INTRODUCTION 

The Presen t Business Climate for the 

electronic Partis Wholesaler 

"Continued growth against a background of changing pat terns will 

be the main cha rac t e r i s t i c s of the e lec t ron ics market in the immediate 

fu ture . " 1 The phenomenal growth of the e lec t ron ics industry, coupled 

with constant changes and continuous product improvements has crea ted 

many problems fo r the industry. These problems have increased the 

cost of doing business and reduced prof i t s . With competition increasing, 

"the question of g rea te r profitabili ty is the cen t ra l issue confronting 
,, 2 

management today. Means of reducing cos t s and of increasing sa les 

a re d iscussed daily throughout the industry; however, until specific 

problems a re uncovered and analyzed in each Individual business it i s 

doubtful that any substantial increase in profit marg ins can be expected. 

It is a l so doubtful that the industry can ever substantially improve the 
1 _ ( ^ ' 
Thomas E m m a and others , 'Our Growing Markets, '* Elec t ronics , 

XXXV (January 5, 1962), 42. 

2 
George W. Chane, "The Coming Bole of Administrat ive Manage-

ment, '* The Management Beview, XLIX, No. i2 (December, I960), 17. 



overal l efficiency of its members until the findings of these problems 

a re made public for the purposes of study and comparison. 

Purpose of This Investigation 

There appears to be a need to analyze the problems of greatest 

cur rent significance in electronic par ts wholesaling. The purposes of 

this study, therefore , will be to: 

1. Determine and pinpoint the problems of greatest 

current significance in electronic par ts wholesaling; 

2. Describe and analyze the problems selected, utilizing 

case i l lustrations where needed to more effectively 

present the problem or possible solutions to the 

problem; 

3. Indicate possible means of solving each problem. 

Sources of Data 

P r imary data were obtained f rom: 

1. Personal interviews with carefully selected executive 

personnel in the electronic par ts wholesaling industry 

in the North Texas a rea whose opinions were recorded 

and later used in the selection and presentation of the 

problems for study; 

2. Unpublished data furnished by electronic par ts wholesale 

distributors; 



3. Specially prepared questionnaire a completed 

by radio-tele vis ion. service dealers. 

Secondary data were drawn from: 

1. Current periodicals in, and related to, the 

electronic parts industry; 

2. Current books, publications, and other library 

sources. 

Methods of Study 

In discussion of the problem with C. L. Littlefteld of North Texas 

State University, it was agreed that a preliminary study of the elec-

tronic parts distribution industry should be made by reading as many 

3 

current periodicals as possible. From these readings, all current 

problems should I* noted. It was further suggested that these problems 

be d iscussed with owners and/or managers of electronic parts d i s t r i b -

u tors in order to determine the more important current problems. Each 

of these Important problems was then to be studied individually. This 

pattern of study has been followed during the past two years in an attempt 

to provide information and/or possible solutions to the selected current 

problems of the electronic p a r t s wholesaler. 

C. L. Littlefield, Ph. D . , Chairman of the Management Depart-
meat , School of Business Administration, North Texas State University, 
Denton, Texas. 



A separa te set of p rocedures was used in the study of each 

individual problem. In addition, each problem has i ts own hypothesis* 

findings, conclusions and recommendat ions . 

Definition of T e r m s 

Wholesaler , d i s t r ibu tor and jobber in th i s r epo r t a re cons idered 

to be synonymous. Each is cons idered to be a merchan t middleman, 

operat ing at the wholesale level, who s tocks "divers® product l ines 

designed to supply vir tual ly all of the e lec t ron ic r equ i r emen t s of 

c u s t o m e r s buying fo r r e s a l e or use . " * 

E lec t ron ic dis t r ibut ion: "the en t i re chain of marke t ing f r o m the 

c 

manufac tu re r of pa r t s , tubes and /o r equipment to the ul t imate u s e r . " 

Badio-tele vis ion se rv ice dea le r : a bus iness e n t e r p r i s e operat ing 

at the r e t a i l level, and serv ing the needs of the consumer by r epa i r ing 

radio and te levis ion se t s , and other re la ted e lec t ronic products . 

Indust r ia l and c o m m e r c i a l s a l e s : those sa l e s made to indust r ia l 

manufac tur ing plants, r e s e a r c h l abora to r i e s , government agencies , 

communicat ion s ta t ions, and o thers motivated to purchase because of 

a. bus iness r ea son and not mentioned a s being a se rv ice dea le r . 

4 " 
"I Wonder What He Meant By That, H E lec t ron ic Distr ibuting, 

XXXIII, No. 5 (May, 1962), 113. 
5 

Ibid. , p. 113. 



Prof i t margin or percentage of profit: the difference between the 

resa le price and cost price being stated as a percentage of discount of 

the resa le pr ice. 

Factory billing price: the manufacturer ' s billing price to the 

distributor as shown on the manufac turer ' s printed price l is t . 

Management: "The setting of overal l objectives, formulation of 

policies and plans designed to achieve those objectives, and the es tab-

lishment of standards for measuring the activity that puts men, money, 

and machines to work in the production and distribution of goods and 

M 6 

service®. 

Marketing: "The activities of an organization dealing with the 

movement and consumption of goods and services to meet consumer 

7 

needs and wants . " 

Product line: "is understood to mean a group of products which 

per form generally s imilar functions and which are somewhat s imi lar 
„ 8 

in physical charac te r i s t i cs . 

Policy: general instructions on which actions are taken with some 

amount of frequency, or r ecur rence . 
@ 

Hector Loya and Arnold Cor bin. Management in Marketing, 
McGraw-Hill Book Co . , Inc. (New York, 1959), p. 21. 

7 
Ibid., p. 21. 

3 
Ralph S. Alexander and others, Industrial Marketing, Richard D. 

Irwin, Inc. (Homewood, Illinois, 1956), p. 49. 
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Procedure: a specific application or action taken. 

Concept: an idea, philosophy, method, theory, creed, or image 

conceived as being proper and correct; and which is suitable for accept-

ance, being associated with, or identified by. 

Related Studies 

Belated studies are included as a part of the Introduction to 

individual problems. 

Treatment of the Data 

Determination of the problems. —In order to pinpoint the problems 

of greatest current significance a thorough preliminary investigation of 

the problems of the electronic parts wholesaler was made. At a meeting 

of the Texas Electronic Distributors Association a discussion was held 

8 

concerning current distributor problems. Mentioned at this meeting 

were the problems of increasing inventories, product line duplication, 

declining profit®, increasing cost, liability insurance, state licensing 

law®, pending legislation, forecasting, distributors going bankrupt, and 

price cutting. Later, the Texas Chapter of the National Electronic Distrib-

utors Association met to discuss many of these same problems.10 £n 
§ 
Annual meeting of the Texas Electronic Distributors Association, 

November 17, 1961, Houston, Texas. 
10,. 

Quarterly meeting of the Texas Chapter of the National Electronic 
Distributors Association, November 18, 1961, Houston, Texas. 



addition, such problems as salesmen's compensation,, inventory 

obsolescence, customer demands for additional service, increasing 

delivery costs, new markets, collections, and new products were also 

discussed. Methods and changes in distribution as well as supplier-

distributor relat ions were discussed in many private meetings among 

dis t r ibutors . 

A s e r i e s of interviews were held with owners and managers of 

electronic par ts wholesalers in order to secure their opinions regarding 

problems peculiar to the North Texas a rea . E. P . Miles of the Adleta 

Company believed the more important problems being faced by the 

industry to be inventory control, market r e sea rch , sales and product 

11 
training, and methods of sa les promotion. Jack Wilkinson of Wilkinson 

Bros . Electronic Co. expressed his belief that declining profit margins 

12 

and increasing costs were pr imary problems. He believed increased 

delivery costs , smal l size o rders , and increased customer demands for 

additional serv ices were definitely affecting the profit picture. Product 

line duplication* increasing competition, and a general lack of planning 

on the part of the distributor were believed by Howard Klein of All State 

11 
Interview with E. P. Miles, General Manager, Adleta Company, 

Dallas, Texas, December 9, 1961. 

12 
Interview with Jack Wilkinson, Owner-Partner, Wilkinson Bros. 

Electronic Co., Dallas, Texas, February 6, 1962. 



13 
Electronics to be important industry problems. John LeecJom of 

Wholesale Electronic Supply Co. believed price cutting to be the most 

14 
serious problem being faced by the industry. His partner, Pat 

Patterson, believed that too many distributors did nut know what was 
IS 

taking place in their industry. This lack of knowledge was causing 

many distributors to take action based on fantasy rather than fact. As 

a result, he believed this to be the cause of th increasing number of 

failures in the industry. 8 . B. Bryan of Crabtree ,s Electronic Parts 

Co. expressed his concern over the high and increasing cost of oper-

ating an electronic parts distributorship. Other factors which he 

believed to be current problems of the industry were increasing inven-
16 

tories and increasing accounts receivables. Bay Miller of Scooter's 

Hadio Supply Co. believed increasing competition, the relationship 

between distributors and manufacturers, and increasing cost of operations 

Interview with Howard Klein. President, All State Electronics Co., 
Dallas, Texas, February 8, 1962. 

14 
Interview with John Leedom, Owner-Partner, Wholesale Electronic 

Supply Co., Dallas, Texas, February 6, 1962. 
j J 

Interview with Pat Patterson, Sr., Owner-Partner, Wholesale 
Electronic Supply Co., Dallas, Texas, February 6, 1962. 

Interview with B. B. Bryan, General Manager, Crabtree's 
Electronic Parts Co., Dallas, Texas, February 8, 1962. 
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to be the most serious problems of the electronic par ts dis tr ibutor . 

1 was generally agreed among those Interviewed that increasing costs , 

declining profit margin®, distr ibutors lack of planning, product line 

duplication, supplier relationships, market knowledge, increasing 

accounts receivables, sa lesmen 's compensation* increased competition, 

small size orders, and delivery were the most ser ious problems being 

faced by the electronic par ts wholesale distributor today, S should be 

noted that several of those interviewed believed that other than acknowl-

edging that a problem existed, they expected little to be done individually 

or collectively toward solving any jf the problems. 

R. B. Sampson of the Radio Corporation of America expressed his 

beliefs that distributors must first decide what they want to be, or what 

they intend to do. He believed decisions as to the image to be created 

must be the first decision of the distributor. Secondly, the distributor 

should completely analyze his internal operations to determine and 

attempt to solve the problems peculiar to his own operation. Finally, 

complete market research programs should be instituted for the area in 
18 

which the distributor intends to continue to market.' 

17 
Interview with ft ay Miller, Manager, Scooter's Badio Supply 

Co. , Fort Worth, Texas, April 5, 1962. 

18 
Interview with JR. B. Sampson, Director of Market Research, 

Badio Corporation of America, Camden, New Jersey, March 7, 1962. 
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bubsequbnt interviews wt re he la with iu. P. Miles in which 

permission was granted to study and analyze any of the aforementioned 

18 

problems as they might be related to the Adleta Company. Data were 

made available for study ata requested. 

Farther study was made of the current problems in order to 

attempt to locate related studies. The greatest amount of information 

pointing out the importance of each problem is found in recent issues of 

Electronic Distributing and Jobber Stews Magazine and in the KKDA 

Journal. Both of these periodicals are recognized as being leading publi-

cations in the electronic parts distribution industry. In a survey conducted 

by the electronics Information Bureau to determine preference of editorial 

content 482 distributors indicated the following, listed in order of prefer-

ence, as being their choice for editorial content: 

1. Management problems and solutions; 

2. Inventory control methods; 

S. Trends in electronic industry; 

4. Sales pointers for distributor salesmen; 

5. bales training methods; 

6. Manufacturer merchandising programs; 

7. Government legislation; 

8. New products; 

18 
Interviews with E. P. Miles, General Manager, Adleta Company, 

Dallas, Texas, Feb. 16, 1962; March 9, 1962; April 4, 1962. 



l i 

9, Reporting individual d is t r ibutor ' s sates; 

20 
and profi ts . 

The preferences indicated give some idea of the current problems 

of the industry. Both of the aforementioned periodicals h a w provided 

edi tor ial content in an almost identical manner of coverage. While each 

periodical has done a superb job of making one aware of the problems 

that exist , solutions and/or methods of solution or comparison have been 

relatively limited. Since there appeared to be adequate data available 

regarding inventory control systems, credit and collection methods, sa les 

training, sa les compensation systems, and the resu l t s of price cutting, 

these problems have not been included in this study. Effor t has been made, 

however, to present data on which limited information has been published. 

Where possible, an attempt has been made to provide data which could 

become c r i t e r i a for comparison to be utilized by other electronic par ts 

dis t r ibutors . Also, it was intended to provide as much market informa-

tion as possible for the benefit of the entire electronics industry. 

Problems selected for study. - -From this prel iminary investigation 

problems relating to the electronic par ts distribution industry believed to 

20 
An Electronics Information Bureau survey released by the NEDA 

Journal in "A Headship Report to the Electronics Industry, " Fall, 1962. 
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be of importance and to have the greatest current significance wore 

selected for independent study and analysis. The problems selected were: 

1. Developing a concept ot" doing business; 

2. Supplier evaluation; 

3. Three fac tors relating to the pro!it squeeze; 

the first being a method of analysing profit 

margins; the second, an analysis of the small 

order problem; and the third, a study of delivery 

problems; 

4. A market research study as specifically related 

to the radio-television service dealer marke t . 

Order of presentation. --Chapter II is a presentation of the 

importance of establishing a concept of doing business and of creating a 

desirable image on the part of the individual business. Methods and case 

presentation for formulating a concept of doing business are included. 

Chapter III is a supplier evaluation study wherein the principal 

factors of supplier evaluation have been related to the electronic parts 

Industry. 

Included in Chapter IV are three separate studies relating to the 

commonly called ' profit squeeze". The first of these studies is a 

method of analyzing profit margins of various product categories of 



13 

merchandise. The second study is 8 comparative analysis of the small 

order problem; and the third study is related to delivery problems. 

Chapter ¥ is an extensive market research study relating to the 

radio-television service dealer market . 

The summary, conclusions, and recommendations are included 

to Chapter VI. 



CHAPTER II 

DEVELOPMENT OF A CONCEPT 

OF DOING BUSINESS 

"You can't escape the responsibility of tomorrow by evading it 

today. " 1 These words were spoken by Abraham Lincoln nearly 100 

years ago, yet they st i l l hold true. The leaders of today's business 

must quickly analyze and adjust to the ever increasing number of 

changes that a re taking place. They must be aware that the "needs of 

tomorrow's marke ts will be radically different f rom those of today, 

and the company that expects to be in business ten yea r s f rom now 

2 

should be planning now to meet those needs. " The economy, ei ther 

good or bad, competition, government regulations, credi t and finances* 

new products, and changes in organizational s tructure all create the 

need for changes, ft is Impossible for any company to stand st i l l in 

today's economic cl imate. "If management is to remain adaptable and 

up-to-date, it must continually reappra ise , realign, and res ta te its 
1 . *" ' 

Abraham Lincoln, quotation reprinted in. The Management Review, 
XLIX, No. 12 (December, 1960), 47. 

2 
Hamilton Herman, "Uncovering New Sources of Product Ideas, " 

The Management Review, XLIX, No. 12 (December, 1960), 10. 

14 
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3 
policies, " as it is these basic business policies that "guide and govern 

4 

what an organization does. " Management's philosophy, creed, cod# of 

ethics, or concept of doing business must be planned and stated. 

One Company's Creed 

To demonstrate the value of a written philosophy or creed of doing 

business, a case study of the Adleta Company of Dallas, Texas, is p re-

sented in the following sections. It was intended to determine this com-

pany's policies as developed over a thirty-year period, and to restate and 

develop these policies into a written concept of doing business. While no 

attempt was made to point out an exact ser ies of steps or procedures 

needed to develop a concept of doing business, an attempt was made to 

integrate policies of a successful and mature business with the ideas and 

philosophies of various current wri ters and management leaders. A 

combination of the two was believed to provide the proper ingredients for 

a modern concept of doing business. 

The A diet a Company, a Dallas, Texas company, was organised in 

June, 1932. Since its formation it has operated successfully as a partner-

ship at the wholesale level in the distribution of radios and television 

products; appliances; phonograph records; and electronic industrial parts, 

3 
The Management Be view, XL IX, No. 4 (April, 1860), 54. 

*Ibid., p. 55. 
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and service replacement parts. A purpose of doing business was 

formulated in the beginning, and has been primarily transmitted verb-

ally over the years along with newer management policies. No formal, 

written concept of doing business exists, however. 

The Basic Idea of a Concept of Doing Business 

A concept of doing business begins with a purpose and ends with an 

image. What takes place in between determines its success or failure, 

ft should be remembered in developing a concept of doing business that 

"a philosophy is a basic attitude. It is a frame of mind. It is a guiding 

§ 

principle and should be a deep conviction. " It is, therefore, important 

to realize the need for establishing a concept, for expressing it in writing, 

and for including a clear statement of company policies. A formal concept 

can thus be developed. 

The Need for a Concept of Doing Business 

Increased competition, the continued reduction in the ratio of profits 

to sales, changes in methods of distribution and merchandising, and an 

increasing amount of government controls have created the need for new 

thinking and reorganization. A creed, or concept of doing business fulfills 

two basic needs of today%s business. First* the need for clarifying one's 

5 
Stewart Thompson, Management Creeds and Philosophies. American 

Management Association, fie search Study Number 32, 1888, p. 5. 
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own thinking in preparation for establishing goals and objectives is of 

significant importance. It is interesting to note that this becomes a 

self-disciplinary device for clearing one's own thoughts. Secondly, a 

pattern is established for communicating ideas to others. The need of 

communications is, therefore, fulfilled at an early date. 

Establishing Objectives 

Management has been assigned the responsibility for successful 

operation of the company! this includes making a profit, performing a 

service, and representing suppliers with leadership in the industry. 

Management must also assume the responsibility for establishing objec-

tives which are understood and accepted; the most important of these 

being: 

1. Creating new markets; 

2. Anticipating the future; 

3. Training and motivating the business organization 

toward contributing to the joint accomplishments 

of common goals; 

4. Establishing high standards for efficiency, service, 

and performance; 

5. Operating within the spirit, and the letter of the law; 

S. Communicating "the basic purposes and ethics of 

the company to all those in company ranks so they 



18 

may communicate them to customers and others 
„ 6 

outside the firm through their actions. 

Planning. - -"Planning for the reorganization of business for the 

decade of the 1960% along marketing management lines calls for a basic 

creed, a statement of basic principles and objectives under the customer 
7 

oriented concept. " This concept or theory assumes that for business 

to be able to supply the right product or service at the right time, place 

and price that it must establish first: what the customer wants, when 

and where he wants it, and what price he wants to pay. Although this 

theory may appear ambiguous, it is the planning and the establishing of 

an objective that allows the successful business to seek out and to create 

its market. 

Rendering a service. --The second part of the customer oriented 

concept is that business exists to supply a product or service needed or 

8 

wanted by the customer. "Rendering a service" is the original philos-

ophy which was formulated by the founders of the Adleta Company. This 
3 
Stewart Thompson, Manage me nt Creeds and Philosophies, American 

Management Association, Research Study Number 32, 1958, p. 818. 
7 
Henry Loya and Arnold Corbin, Management in Marketing, McGraw-

Hill Book Co., Inc. (New York, 1961), p. 30. 
8 
Adleta Company, original policy, as dedicated in June, 1932 by 

E. C. Adleta, Sr., T. M. Merrick, and E. P. Miles. 
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was establi&iMsa and has. L*>en their 'concept oi aoing business*' for nearly 

thirty years . This dedicated idea of. rendering a service has enabled the 

A diet a Company to pioneer new products for Its suppliers; to develop 

new and increased markets for Its customers; to increase benefits and 

give security to its employees; to provide a steady growth for itself; to 

become important to the community; and to be recognized as a leader in 

the industries in which it associates itself. These accomplishments 

point up the fact that business can justify its existence by the service® 

It renders . 

Achieving consistency of policies. --On® of the moat difficult 

problems that continues to face business today is the ability to provide 

equal treatment for s imilar situations. The growth of the Adleta Company 

has created several managerial units, each being allowed to formulate 

policies and to make decisions, but each acting independently of the other. 

The decisions made in various units quite often are not consistent on 

s imilar problems. Policies and procedures differ in each unit; therefore# 

there exis ts a problem of one company having varying policies for similar 

situations. An extreme, but true example of this is four different units 

of the company ordering pencils from four different suppliers. While 

this example does not assist In establishing a concept of doing business, 

it does emphasize the fact that ' 'policies become important to a company 

when: 
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1. The organization has reached a $ize that requires 

decision making centers that will act consistently; 
0 

2, Situations requiring decisions occur frequently. " 

The Need for the Concept to Be in Writing 

Quite often, there is conflicting information regarding company 

policies, creeds, and concepts. "Some business enterprises have no 

organization policy or philosophy as such, but have grown along the 

lines of the preferences of the strongest members of the management 

teams." 1 0 In other companies, principles have been recognized but 

their application has varied so greatly as to evidence very little consist-

ency, teamwork, understanding, and the continuity and ease of trans-

mission from one generation of executives to another. The time taken 

in writing the concepts for doing business can be justified. First, "top 

management has no function more clearly its own, nor more urgent, than 
11 

policy formulation;" and second, "the time spent in preparing a clear 

9 
Ernest € . Miller, "Personnel Policies - Framework for Manage-

ment Decisions, " The Management Review, XLIX, No. 1 (January, 1960), 
20. 

10 
Milton C. Lightner, "Patchwork Organization; Its Causes and 

Cures, " The Management Review, XLVI, No. 4 (April, 1957), 46-48. 

11 
"Written Policies Help Nine Ways, " Nations Business, XLVII, 

No, 12 (December, 1059), 84. 
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policy pronouncement will be made up many times over by the executive 
12 

man hours saved in eliminating repetitive, routine decisions. M 

The Value of Restating Company Policies 

"Basic objectives established over a period of time develop a 

certain character and create an image in the minds of customers and 

13 

competitors- " It is only natural that those companies who are 

rendering services, developing new products, creating new markets, 

and developing new marketing ideas are characterized as being progres-

sive. It is these companies who know why they are in business, who 

know the purpose of their business, who have set their objectives not 

just for today, but for what they will be doing five years from today. 

The companies that will prosper in the years ahead will be those who 

have made plans and know what they are looking for. "They are organ-

ized to evaluate and develop profitable ideas in the most efficient way 

possible; and that overlook no possible source in their search for new 

ideas that are the raw material of any vigorous product development 
„ 14 program. 

19 
Ibid., p. 84. 

IS 
Thomas J. McNicholo, Policy Making and Executive Action, 

McGraw-Hill Book Co., Inc. (New York, 1959), p. 11. 
1 ̂ Hamilton Herman, "Uncovering New Sources of Product Ideas, " 

The Management Be view, XL IX, No. 12 (December, I960), 11. 
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Values of a Concept of Doing Business 

Encouraging Individual initiative. - -To develop a progressive 

image, management must not only ex«rt its leadership in establishing 

and attaining objectives, but must encourage individual Initiative through-

out its organization, "ft is generally assumed that a person will be a 

more affective member of an organization if he has a knowledge of the 

15 

purpose of the organization and its operations. " The greatest benefit 

of this knowledge will, of course , be common effor t toward common 

goals. 

The image created by the employee. - - ' ' Pe rhaps the greatest single 

corroborative evidence which a community or society can obtain about 

10 

the corporate intent is f rom those who are employees of it. " "When 

your customer thinks of your company, he doesn't see an image of build-

ings, factories* offices. He sees you in his mind 's eye. You a re the 
17 

living image of your company. " 

15 
Ca r ro l L. Shortle, Executive Performance and Leadership, 

Prent ice-Hall , Inc. (Englewood Cliffs, New Jersey, 1956}, p. 35. 
m „ t Gtorga 3* Qdiortm, Personnel Administration and the Corporate 

Image, " Personnel, XXXIX, No. 7 (December, 1860), 311. 

17 
£ . P . Miles, General Manager, Adleta Company, "Balance Sheet 

of Selling, " let ter of October 7, 1957* 



I laflfiliii; for a profit. "'ne jZ thfe v-rl^inul ^oaifc of the A dleta 

., ., 18 
Company can be r e s t a t ed -is "providing ~>r planning fo r a prof i t . 

This concept provides a plan, whereby every product or merchandis ing 

p rog ram that Is pre seated to the cus tomer includes a method fo r p r o -

viding for a reasonable profi t f o r the c u s t o m e r . "Unless a line of 

merchandise or bus iness policy is profi table for the dea le r , the Adleta 

10 
Company does not of fer it; past r e c o r d s a re proof of th is s t a t e m e n t . " 

This concept provides for a profi t to be paid to employees for their 

e f f o r t s and productivity. This concept f u r t h e r provides that a r e a s o n -

able profi t be returned to the owners for the i r investment® and r i s k s . 

In planning f a r a prof i t , it is the responsibi l i ty of each manager i a l unit 

of the Adleta Company to contr ibute a profi t to the company. It should 

be es tabl i shed that it is possible for manager ia l units to ex is t s ide -by-s ide , 

each with i ts own products and object ives , but where these units touch 

they will be competing with one another; yet, al l manage r i a l units shal l 

be working together toward the common object ives of the company. 

Providing opportunity for growth. ' -Whi l e profit is normal ly 

measured in terms of nr. one y, it is the objective of the conapany to provide 

IS 
E. C . Adleta, Sr . , T, M. Merr ick , £ . P . Miles, original policy 

statement as dedicated in June, 1932, on the formation of the A dleta Company. 
19 

T. M. Merrick, Manager of the .4dleta Company, a restatement of 
the original policy statement ot 1932 in a sa les letter of March 27, 1954. 
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opportunity for growth for its customers, employees, suppliers, and 

itself. The objectives for growth are; f i rs t , to provide for the maxi* 

mum market penetration and percentage take of the market as justified 

for each product; and second, the annual growth of each customer, product, 

supplier, employee, and of the Adleta Company shall equal or exceed 

the annual rate of increase in sales and earnings of comparable busi-

nesses, products and personnel in the area served. It has been stated 

that "each employee can expect to grow with the company, and to part ic-

ipate and advance with the growth and need of the i^dteta C o m p a n y . ^ 

JBecognialng responsibility. - - "The shaping of the corporate image 

is also inextricably tied in with the f i rm ' s relations with external groups. " 2 1 

The manner and methods employed to attain Its desired goals has a 

profound effect on its employees, customers, and general public. "The 

business entity develops an institutional social philosophy which guides 

its actions in personal relations, community relations, and relations with 

business associates and competitors, and its stockholders. M 2 2 This t ies 

20 
E. Charles A diet a, J r . , Owner-Partner, policy statement 

presented on the announcement of the Adleta Company profit-sharing 
plan, December 22, 1961. * 

21 
M „ Thomas J. McNichols, Policy Making and Executive Action. 
McGraw-Hill Book Co., Inc. (New York, 1959), p. 11. ' 

22 
Ibid., p. 11. 
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in with what most employee interviews revealed a t business responsi -

bil i t ies. Business, principally, has some responsibility And obligation 

to the following: 

1. Customers; 

2. Employees; 

a. Suppliers; 

4. Ownership; 

5. Community; 

6. Government; 

7. Competition. 

Development of high ideals, --Since responsibility encompasses 

several a r ea s of Influence, it is difficult to pinpoint the most important 

single a rea . However, in creating the favorable and lasting image, it Is 

important to establish high ideals for honesty, integrity, and fa i rness . 

23 

"If you tell the truth, you don't have to remember what you said, " 

More and more people are wondering whether today's business leader® 

have a code of ethics, especially one other than making a profit. Busi-

ness management should attempt to "develop a simple and affirmative 

code of conduct, and let it profess that every business manager as an 

23 
E. P . Miles, General Manager, Adleta Company, letter to 

sales and management personnel of March 4, 1961. 
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individual has an obligation to society that overrides any other obligation 

24 
he may have." 

Creating civic interest . --The community places great demands on 

both the individual and the business, K has been expressed that members 

of the Adleta Company should "enjoy the 'personal satisfaction of actively 

participating in civic and community affairs ; and that the company should 

maintain a position of high es teem and respect in the community." 2 5 

Communicating with customers and employees. »-The policy of the 

Adleta Company has been to promote f rom within the organization when-

ever possible, and to encourage individual initiative throughout the organ-

ization. The "open door" is used by the Adleta Company as a means of 

expressing to employees and customers the availability of owners and 

management for counseling. This is an ideal policy in that it encourages 

communications f rom employees and customers; however, to be effective* 

"employees must be encouraged to use it, and conditions of use must be 

as friendly and as informal as possible so that the employees will not be 

ill at ease . " ^ 

24 
Bobert W. Austin, "Positive Code of Ethics, " Business Week. 

No. 1659 (June 17, 1861), p. 186. ' 

25 
H. J . Adleta, Owner-Partner , policy statement obtained in 

Interviews. 

2g 
"Stewart Thompson, Management Creeds and Philosophies, 

American Management Association, Research Study Number 32, 1958, 
p. @18. 
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The .Adieta Company's continued willingness to render a service 

was restated recently as "let us be known as the f i rm that is willing to 

make a contribution to the industry and let us do it*,f 

From the material presented in the preceding sections, a written 

concept of doing business can be formalized, and is presented as follows: 

The Adieta Creed 

"The Adieta Company, a privately owned business enterprise, 

dedicated to operating at the wholesale level of distribution, and believing 

in the freedom of the American Economic System, restates the original 

purpose of its organization as that of 'rendering a service1. " 

"Management recognises that its primary responsibilities in 

rendering a service are to: its customers; its employees; its suppliers; 

and itself. It also recogniases its secondary responsibilities to the com-' 

munity, the government, and the industry it represents. " 

"The Adieta Company's principal objective in rendering a service 

is that management planning always 'provide for a profit ' . Management 

recognizes planning for a profit as being f i rs t in importance to those to 

whom it has dedicated the fulfillment of its primary responsibilities. 

Profit is recognised not only as a necessity for survival, but as the 

27, 
E. P. Miles, General Manager, Adieta Company, correspond* 

ence of April 18, 1962 to Bay Miller, Manager of Scooter's Radio Supply 
Co. , Fort Worth, Texas (a newly acquired division of the Adieta Co.). 



28 

greatest single motivational factor in the American economy. Only 

with profit can any person or organization be successful. " 

"The Adleta Company is dedicated to the fulfillment of its primary 

responsibilities of its customers, its employees, its suppliers, and 

itself by: 

1. Establishing objectives which are known, understood, 

and accepted; 

2. Training and motivating its associates to contribute 

to the Joint accomplishment of its stated goals; 

8. Being consistent in its policies, and operating with 

the intent of discharging its obligations for integrity, 

fairness, loyalty, and equality; 

4. Providing counsel, guidance, and finance to meet 

the needs of its industry; 

5. Providing the opportunity for growth in areas where 

it is felt that a greater personal, technical and/or 

marketing knowledge can be achieved; 

8. Maintaining a position of leadership by giving full 

support to the industries that it serves and of which 

it is a part; 

1. Assisting in the creation of new markets by devel-

oping marketing ideas and plan® that are efficient, 
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and that anticipate the future needs of our 

industry; 

8, Expanding only in areas where it can perform 

the original purpose of 'rendering a service*, 

and attain the principal objective of providing 

a prof i t ." 

'The A diet a Company fulfills its responsibility to the government 

by operating within the limits and the spirit of the law. " 

"The Adleta Company assumes its responsibility to the community 

by assisting in its growth. It further encourages its associates to 

actively participate in civic, religious, and industry undertakings. " 

"The Adleta Company fulfills its responsibility to its industry by 

developing progressive advertising, marketing, and training programs, 

and setting for itself high standards of performance, efficiency, and 

business ethics.11 

"This is The Adleta Company's Concept of Doing Business ." 
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SUPPLIER EVALUATION 

It has been determined that the electronic parts wholesaler 

recognizes a primary responsibility to his supplier. With such a 

relationship existing it becomes important for the wholesaler to know 

as much as possible about his supplier. 

The constant flow of new products at such a rapidly increasing 

rate has made it impossible for a single distributor to stock all, or 

even a portion of all of the new products being offered, to studying the 

operations of electronic parts wholesalers, it has been observed that 

the wholesaler has been representing a multiplicity of suppliers, many 

of whose products duplicated those of other suppliers. New products 

were being announced by manufacturers almost daily. It could be seen 

that the duplication of product lines was costly from an inventory and 

investment point of view; and that new products were creating obso-

lescence in existing inventories. Product planning, therefore, takes on 

increasing importance. Within the general area of product planning is 

found the more specific need of supplier evaluation, however. A basis 

must be established for evaluating the suppliers of electronic component 

parts, supplies, and equipment at the manufacturer's and manufacturer's 

30 
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agent 's level of distribution. The ©valuation should serve as a guide 

preparatory to making the following decisions at the wholesale level 

of distribution: 

1. Purchasing a new product or product line; 

2. Representing a particular supplier or manu-

facturer ; 

8. Continuing to represent or eliminating a 

product* product line, or supplier; 

4. Selection or choice between representing 

two or more suppliers or manufacturers . 

ft was the intent of this part of the study to determine and analyze 

the factors important in evaluating the suppliers of electronic compo-

nent par ts , supplies, and equipment to the wholesaler; and to present 

these factors on the basis that an evaluation of their importance could 

be utilized in making decisions in selection of products and suppliers 

to represent. An attempt ha® been made to draw heavily on published 

data in determining the factors important in supplier evaluation, and 

to relate these factors to the electronic parts distribution industry. A 

simplified worksheet has been designed for normal everyday us© as an 

aid in providing basic information necessary for evaluating suppliers. 
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Preliminary Evaluation Factors 

Image to be created by wholesaler. --Proper evaluation of any 

product, product line, or source of supply of the wholesaler can be 

considered only when the wholesaler's management has made known 

its basic objectives. These objectives should define: the position or 

level which the company seeks within the industry; the size of operation 

desired, along with the speed or rate of growth; the extent of diversifi-

cation desired; and the quality level of products to be offered for sale. 

"The first job to be done in good merchandise management is to deter-

mine specifically what the merchandising image of the company is to 

„ 1 

be. Who will our customers be ? Will they be industrial buyers, 

service dealers, commercial users, amateur or hobbyist, retail con-

sumers, or a combination of several types? Decisions must be made 

known as to planned market coverage. 

Product policy. --"Management decision with regard to product 

policy are of several types. First is the question as to the character-

istics and number of the product lines to be offered for sale. Closely 

William M. Kordwiemun, "Controlling Inventory for Sales and 
Profit Growth, " NEPA Journal, XVIII, No. 2 (February, 1062), 10. 
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•jilted to this is the rang® of i tems or varieties to be offered within 

each product line-*® 

Product planning suggests a course of action which has been 

thought through in advance to achieve a consistent pattern of decisions 

regarding the product mix. Careful attention by top management to the 

formulation of product-planning policy appears to be the exception ra ther 

than the ru le . "Lacking such a policy, decisions regarding additions to 

or deletions f rom the product mix of the company are likely to be based 

on p r e s su re s of the moment. " 

Product need. —There are other preliminary questions which should 

and can be answered prior to extensive supplier evaluation. Most of the 

questions r e f e r to the need for a product line, or the reasons for buying 

a product line. The best and quickest approach is to ask the question: 

"Why do we (or why should we) buy this line ?" Generally, "the under-

lying purpose of product additions Is to Increase competitive effectiveness 

and make more money. Economic opportunities for adding products arise 

4 

from various kinds of unused capacity. " This unused capacity can take 

2 
Halph s. Alexander, James S. Cross, Boss M. Cunningham, 

Industrial Marketing, Richard D. Irwin, Inc. (Homewood. Illinois, 1956), 
p. 49. 

3 
Ibid., p. 52. 

*Joel Dean, Management Economics, Prentice-Hall, Inc. 
(Englewood Cliffs, ~New Jersey, 1956), p. 119. 
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the form of managerial or marketing abilities, idle capital, or unused 

physical faci l i t ies . It is quite possible that a product line can be added 

and handled by the present organization with little or no increased cas t . 

It is important to determine if the product line addition will overburden 

the organisation, or if activities and effort on present product lines will 

be less . 

It should be determined whether product line additions are to take 

the place of existing lines or whether they are to complement existing 

lines. Is the addition necessary to f i l l the vacancy or opening in existing 

lines ? 

While profit is the prime reason given for considering product line 

additions, the profitability factor is not truly known until many other 

fac tors have been fully evaluated. Profi t potential, however, will be 

discussed immediately following the discussion of market potential. 

Market potential. - -Before making an investment in any new line 

of products, effort should be made to forecast the market potential of 

the products involved. A sales forecast is an attempt to. determine the 

anticipated resu l t s of the planned marketing actions within the framework 

of a set of assumptions about competition and customer reactions. In 

this respect forecasting for new products is no different from forecasting 

for established ones. "The purpose of a sales forecast is to test the 

current adequacy of planned action and help to indicate the nature of 



35 

desirable changes In the plan (within the limitations imposed by the 
C 

environment) that will help achieve business goa ls . " Proper study of 

the market and its t rends should determine answers to the following 

questions: 

1. Who are the cus tomers who buy this type of product? 

a . What are the current needs of these cus tomers? 

b. What are the motives and buying habits of these 

cus tomers ? 

c . What influences him to buy this type of product? 

d. How does he buy? 

e. Where are these customers located geographically? 

2. Does the product line meet the market requirements— 

is it what the customer wants ? 

3. What is the likelihood of obsolescence--either planned 

or otherwise ? 

4. What are the anticipated dollar sales for this line of 

products versus the total industry dollar sales for the 

trade area assigned: 

5. Is this a product line that is known and pre -sold; or is 

there likely to be abnormal cost in developing the market ? 

6 
John F. Balm, Jr . , "Testing for Market Reaction, " Developing 

A Product Strategy, American Management Association, Report No. 30 
(New York, 1959), p. 273. 
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6. Is the product line definitely needed now, or would it be 

beneficial to delay purchasing and introduction until a 

future date ? 

A complete market survey is not always necessary in order to 

forecast trends. A company that has been dealing with a certain segment 

of the market for a period of time should have extensive information 

within its own internal sales organization. ''Company salesmen carry 

both qualitative and quantitative information in their heads, and have 

access to unlimited funds of marketing information if they are coordi-

nated and guided to be both objective and se lec t ive ." ® 

Operating on the theory that -good market planning and measurement 

begins at home, the following valuable information can usually be "derived 

f rom internal company sales records: dollar sales by product, dollar 

sales by geographic sales territory, dollar sales by individual customer 

account, dollar sales by c lass of industry (possibly according to SIC 

7 

classification). " By reviewing such information, actual sales trends 

can be determined in each of these categories and an analysis made of the 

a r ea s of potential growth and decline. This analysis can then b© utilized 

In evaluating existing or prospective product lines. In evaluating the 

®Albert D. Ehrenfried, "Techniques of Market Measurement, " 
S 2 y T.? Products That Sell, American Management Association, 
Be port No. 13 (New York, 1956), p. 73. 

7 
Ibid., p. 73. 
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market potential of mw product lines, consideration should be given to 

the fact that successful new products are the life blood oi our expanding 

.American economy, wew products are vitally important to ©very busi-

ness organization. The sales value of each existing product is ultimately 

limited only by the papulation of the country and the income oi the indi-

viduals in it. "The development of profitable new products is the only 

means by which sales values can be continually expanded and total net 

profits constantly increased. 8* ® 

Profit potential. - -Prof i t is the one evaluation factor which is 

considered not only at the beginning of any product evaluation study, but 

is studied thoroughly af te r all other factors have been evaluated. While 

there are many evaluation factors yet to be discussed in this study* 

profit will be discussed at this point because of i ts relationship to market 

potential. Certainly, profits are directly related to the siae of the avail-

able market. The information gathered and utilized in forecasting is also 

utilised in profit planning. Profit planning can usually be projected to 

cover the life span of the product or the realist ic visible market . 

Every factor in this study is evaluated in order to determine if a 

product supplier offers profit opportunities. The profit opportunities 

H. M. Corlay, "Planning for Produc ts , " How To Plan Products 
That Sell, American Management Association, Report No. 13 (New York, 
1958), p. 7. 
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may not always be available teii,,ecflately. "A company can justifiably 

carry certain unprofitable Urns of business if the likelihood is great 

9 

that they will soon become profitable. " In inany instances experience 

alone makes it possible to distinguish to advance between those products 

and accounts that are likely to be profitable and those that will forever 

remain a financial burden. The latter are the products and accounts 

that a company should relinquish to its competitors. 

A company who gains the reputation of being profit conscious will 

soon find itself being approached by suppliers with more profitable 

product programs, ft is not always true, however, that a successful 

supplier will have the most profitable program. This is one of the 

principal reasons that supplier evaluation is necessary. 

Quite often a wholesaler adds a supplier's products in order to 

balance risk and profit prospects. A company dealing in high profit, 

high risk products may seek to balance his product structure by adding 

products which are more stable, but with less profit margin. 

It is wise to remember that "the adoption of a new product carries 

with it explicitly or tacitly the commitment to stay with the new venture 

9 """ ' ' 1 ' ! 

Albert D. Ehrenfrted, "Techniques of Market Measurement, " 
522? Products That Sell, American Management Association, 
Beport No. IS (New York, 1958), p. 74. 
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at least until it has had a fa i r t r ia l , and possibly longer . " 1 0 Frequent 

changes of product lines and suppliers is costly and c rea tes the impres -

sion of instability with the customer . 

"The companies that will prosper in the years ahead will 
be those that know what they are looking for ; that are 
organized to evaluate and develop profitable ideas in the 
most efficient way possible; that overlook no possible 
source in thei r search for the new ideas that are the raw 
mate r ia l of any vigorous product-development program.1 5 

Effects of product additions. --An important factor to evaluate at 

this point is the amount of inventory on hand of existing lines. Also, will 

obsolescence be created by the addition of a new line ? And, what are 

merchandising plans to sel l existing lines if they are to be replaced? 

Again, a word of caution concerning duplication of lines; "carrying mul-

tiple lines in competition with one another is practically the same as offer -

12 

ing your competitor a place to do business in your own store. " When 

stocks a r e duplicated, profi ts a re reduced or lost, because you have lower 

turnover per line, a dual cost investment, your sa les organization and 

purchasing personnel have a diluted product knowledge, and enthusiastic 

sales e f for t s are going to be hampered by divided brand loyalties. 

10 
Joel Dean, Managerial Economics, Prentice -Hall, Inc. 

(Englewood Cliffs, New J e r sey , 1956), p. 122. 

11 
Hamilton Herman, Uncovering New Sources of Product Ideas, 

The Management Review, XLIX, No. 12 (December, I960), 11. 
12 

Albert Coumont, "Your Keys to Profitable Distribution, " NEDA 
Journal, XVII, No. 4 (April, 1961), 11. 



40 

Factors to be Used is Evaluating Suppliers 

Supplier Background and Reputation Fac tors 

Financial strength. --The fas t rat® of growth of the electronics 

industry has created industrial giants out of many smal l manufacturers 

practically overnight. In roost of these companies management has 

taken time to plan for the future . "That is why so many companies (and 

often these are smal l companies) have pre-empted t e r r i t o r i e s of bigger 

businesses whose managements a re too preoccupied to think about the 

11 

future . u However, there are more who have failed than have achieved 

success . Therefore, one important consideration in evaluating a supplier 

should be that of financial stability. A prel iminary credit check should 

be made of every supplier. Where weakness is detected, a complete 

credit and financial repor t should be drawn. Unless the supplier is able 

to fulfi l l his warrant ies , guaranties, production commitments, and to 

withstand possible price reductions, additional burden is likely to be 

t r ans f e r r ed to the wholesaler. 

Length of time in business. --The age of a company is important, 

part icularly for suppliers in business prior to World War II since these 

13 
Ralph J. Cordiner, ' 'Business and the Space Age, " The Manage-

ment Review, XLIX, No. 8 (August, 1960), 11. 
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suppliers have had to weather many "business storms. " Comparing the 

size of a supplier following World War II with their present size would 

reveal valuable Information as to growth. Further comparison should 

be made as to products being produced then and now. For companies in 

business less than five years, closer study should be given to evaluating 

all factors in this study. Of particular importance in performing effi-

ciently, "a company must be soundly organized, we 11-managed, and ade~ 

14 
quately financed, and it must make a fair profit on its operations." 

Stability recognized in industry. - -The basic objectives of a firm, 

particularly when viewed along with its past accomplishments, creates a 

certain character, personality, or image within the industry it serves. 

This image is of great importance in evaluating a supplier. Some f irms 

are characterized as being progressive, the forerunners in the industry, 

and the ones who are most likely to develop new products. These com-

panies "seek and create new opportunities and assume the consequent 

risks attached to the innovating process. Others have a reputation for 

being conservative and steady and are content to make changes and adap-

1 *1 
tations only when the groundwork has been laid. " ft is, therefore. 

14 
Hector Loya and Arnold C orb in, Management in Marketing, 

McGraw-Hill Book Co., Inc. (New York, 1901), p. SOl 
15 

Thomas J . McNichols, Policy Making and Executive Action, 
McGraw-Hill Book Co., Inc. (New York, 1059), p.*TT 
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important that thought be fiven to weighing the importance of aggres-

siveness and progressiveness, and of the willingness to take risks 

versus the conservative, cautious approach as used by iranv manu-

facturers. Proper evaluation should be given to both the product image 

and the marketing image, as many suppliers' approaches will differ in 

that product research programs may be aggressive while marketing 

programs are conservative. The reverse might also be true. In either 

case, the stability of an organization is important. 

Reliability, quality, brand acceptance. --"Differences between 
iiw ĵiî 'iiitifBiHhi tfmr* •<" v* aw*1 111-

manufacturers' products exist in reliability levels, failure rates, and 

10 

life performance. " Cautious distributors should seek the products of 

quality manufacturers across their entire line, since the failure of one 

product will create doubt in the customer's mind about the distributor's 

entire inventory. While reliability is of great importance to the indus-

trial user, quality is recognized as being subjective in nature and a 

prime motivating factor for all types of consumers. Quality is a char-

acteristic desired in all manufacturers. Generally, quality is associated 

with a particular brand's full line of products rather than only ore product 

singled out of a product line. This factor takes on greater importance 
2 6 

John Hie key, "The Distributor's Role in the Standards Picture, " 
NEDA Journal, XVIII, No. 2 (February, 1962), 28. 
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when the brand represents n manufacturer whose long range policy is on® 

of growth and planned product development and innovation. The wholesale 

distributor will find that his association with suppliers of quality products 

and an accepted brand image will enhance bis own reputation. Therefore, 

along with the evaluation of reliability and quality is the necessity of 

comparing the quality image of the brand or supplier with that of the 

distributor. Are they compatible? Does the product brand name have 

acceptance of such proportions that i ts reputation will be beneficial in 

gaining acceptance of the dis t r ibutor ' s complete merchandising programs. 

Executive group. —Observation and analysis of the management or 

executive group should be made on the basis of their abilities, judgment, 

imagination, aggressiveness, and direction of the company. What is 

their length of service , and are they known in high levels of the industry ? 

Most important is their product and merchandising strategy ! "Although 

strategy is usually focused on profits in the long run and is confined by 

economic limitations, it is also affected by the technical abilities and 

1 7 

personal preferences of management. " "A well-keyed product policy 

also is a helpful chart of the general course which the company is to 

follow anc* thus enables research personnel as well as others to route the 
1? 

John A. Howard, Marketing Management: Analysis and Decision, 
Richard D. Irwin, Inc. (Homewood, Illinois, 1957), p. 125. ~ 



44 

organization to move in directions which key promise of profitable 

18 

returns." The executive group is directly responsible for continued 

product leadership within the industry. 

. --"Recognition of the need for product development is 

a response to the competitive system when it's working in high gear. Put 

„ 19 

another way, when competitors become complacent, opportunity abounds. 

Far sighted management, even though its company* s products occupy a 

dominant position on the market will promote new product development. 

"Leadership in any product line depends in a large measure upon the 

ability of the company's engineers to develop new product and upon the 
20 

willingness of its management to take the investment risks involved.11 

In addition to leadership in product development, a manufacturer 

must show leadership in marketing knowhow. Planned market research 

is equally as important as planned product research: "'The key to success 

no longer lies in building a better mousetrap. K is necessary first to 

prove that it catches mice, and to determine that there are people with 
IB 

Ralph S. Alexander, James S. Cross, Ross M. Cunningham, 
Industrial Marketing, Richard D. Irwin, Inc. (Homewood, Illinois, 1956), 
p. 61. 

10 
Ibid., p. 01. 

20 
A. ,A. Johnson, "The Role of Engineering in Product Development, " 

How To Plan Products That Sell, .American Management Association, 
Report No. 13 (New York, 195851 p. 34. 
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21 

mice, money, and . . . an :irge to kill. " Successful product intro-

duction and continuous high level merchandising programs are vital 

and necessary to sustain leadership. The creat ion of new markets by 

developing marketing ideals and plans that are efficient is indicative 

of leadership. 

Other factors. - -Only a partial list of the factors concerning the 

importance of supplier background and reputation have been discussed. 

There are numerous others which can be considered that have varying 

degrees of importance when evaluating. Some factors overlap or parallel 

those already discussed. Additional fac tors which can be considered are: 

goodwill; prest ige, both locally and nationally; history; value of public 

relations; labor relations; and adequate facil i t ies in t e r m s of equipment, 

manpower, locations, inventories, and warehouses. 

Evaluation factors concerned directly with the supplier's policies 

will be discussed in the following paragraphs. 

Evaluating the Supplier's Policies 

If the manufacturer of industrial goods is to be successful in using 

the distributor as a part of his marketing system, he must offer an • 

21 
Mytes M. Walker, '"Determining What the Customer Wants for 

New-Product Development, " How To Plan Product# That Sell, American 
Management association. Be port No, 13 p e w York, 1958), p. 71. 



arrangement that is attractive to distributors in inducing i t e m to ,;ive 

his product the local representation it needs to achieve adequate d is t r i -

bution. The manufacturer will be wise to understand the factors the 

industrial distributor considers when "deciding whether to handle n 

producer 's goods and to endeavor to set up a marketing program that 

includes as many as possible of the features the distributor des i res and 

22 

as few as possible of those he resent® or disl ikes," This phase of 

this study is devoted to an evaluation of supplier's policies and methods 

of operation. 

Dependability in delivery. - -There are several factors to be 

considered relative to supplier dependability. The first is delivery. 

''Two elements in the supplier's delivery service are particularly con-

23 

vineing as selling appeals; speed and certainty. " The supplier of 

such articles who has a reputation for delivering within a short period 

;>C time after he receives the order; and who can be relied upon always 

to make delivery when promised; and who ships merchandise of the 

quality agreed upon enjoys a great advantage. Such a reputation can be 

capitalized upon very effectively in promoting the sale of this merchan-

dise. While fast delivery is of great importance, the ability to depend 
22 

Alexander, Cross, and Cunningham, Industrial Marketing, p. 191. 

23 
R. S. Alexander, 'Goods for the Market: Industrial Goods, " 

Marketing By Manufacturers, edited by Charles Phillips, Bichard D. 
Irwin, Inc. (Chicago, 1951), p. 56. 
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upon a supplier to complete the delivery on schedule is one of the most 

important of all fac tors to be considered when evaluating a supplier . 

Hot to be overlooked* however, is the fact that many manufacturers 

maintain field warehouse inventories to various ci t ies throughout the 

country. Local warehousing is an important factor when evaluating 

availability* capital Investment, and turnover . Each is important to 

the profit s t ruc ture . 

Dependability to warranty performance. --"A related aspect of 

the problem ox product quality is the product guarantee. Brand accept-

ance and loyalty on the part of buyers in any market a re based in part 

24 

on the famil iar i ty and in par t cm confidence. " ft if not possible for 

any manufacturing process to turn out only perfect products; and no 

inspection system can catch all sub-standard units. It is almost inevi-

table, therefore , that the manufacturer who guarantees his product will 

frequently have to make that guarantee good. Many manufacturers have 

created a great deal of ill will by modifying the terms of guarantees after 

their merchandise has been sold. The only safe approach is to consider 

guarantees purely from the policy point of view before any announcement 

is made. The warranty policy must be known in its entirety by the distrib-

utor since he becomes responsible for fulfillment of its guarantees. It is 
n i 

L. C, Lockley, "Marketing Policies, " Marketing By Manufacturers, 
edited by Charles Phillips, Richard P, Irwin, Inc. (Chicago, I95l), p. 69. 
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wis# that a complete understanding be agreed upon with the supplier as 

to the methods of receivirtgr credit or adjustment for warranty merchan-

dise. Methods agreed upon should be simple to their mechanics. When-

ever possible, additional allowances for handling and for freight should 

be requested in the adjuetirents. 

Dependable servicing agencies. --Many suppliers of equipment and 

special electronics gear utilize authorized service agencies for the repair 

of their merchandise during warranty periods and/or for servicing out of 

warranty merchandise. These agencies should be evaluated as to their 

ability to repair merchandise properly and promptly. It is most impor-

tant that charges for out-of-warranty repair® be reasonable; otherwise, 

the product image could be endangered. Courtesy extended the customer 

by authorized service agencies is a factor to be considered. Service 

agencies can prove to be an asset or liability, particularly if they operate 

with no control from either the supplier or the wholesaler. Their function 

in servicing and maintaining the product is a necessary one, however. 

Ability to build special items. —Every succestful electronics f irm 

engaged in research and development is seeking to develop highly reliable* 

marketable devices or systems at competitive prices, and within required 

time schedules. ''Those engaged in aerospace electronics are also con-

fronted with numerous rigid requirements for performance of fantastic 
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precision and extreme re liability--and everything must fit a minimum 

25 

of space and weigh very l i t t le ." These factors are usually intensified 

by the importance of meeting extremely tight schedules. Quite often the 

intelligence which must be engineered Into electronic devices pushes 

the frontiers of technology beyond the state of the ar t . The availability 

of the proper items, or the research needed to provide them. Is an abso-

lute necessity to the successful accomplishment of many of the afore-

mentioned factors. The manner In which the manufacturer or the supplier 

works with the wholesaler in taking care of the specialized requirements 

of the wholesaler's customers* particularly the industrial user, is impor-

tant as an evaluation factor. The manufacturer's flexibility In being able 

to build or produce non-standard items on special request is a big advan-

tage to the wholesaler. 

Research and development. --References have already been made 

regarding the importance of research and development by the supplier. 

However, specific attention must be given to this factor when evaluating 

the supplier since development work is formalized through a number of 

programs, all aimed at more products, better products, and more 

profitable products. More specifically, the objectives of research and 

25 
W. H. Clausen, "Developing Vendor Specifications," Guides To 

More Effective Purchasing, American Management Association, Report 
No. 68 (New York, 1862), p. 62. 
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development effort arw to provide new or improve products which, 

because of their unique features, create a new market. "Each new 

product developed creates opportunities (and markets) for a develop-

ment of other products# by ourselves and by others--and so the cycle 

» 2 6 

continues, 

Although research and development are stressed greatly in product 

evaluation, caution must also be used, as many product innovations are 

in the too distant future to be considered as having present or potential 

near future value. Also many products have become obsolete, by newer 

innovation, even before they reach the market. "One of the dangers 

accompanying any new development is the tendency to become so intrigued 

by novelty that reality is overlooked. Space-age developments certainly 
27 

captivate the imagination. " 

Extent of product line coverage. - -The promotional advantages of 

a full line are great. "The tactical advantage of a full line of s izes, 

grades, and supplementary products in getting good dealers and in mer-

chandising high margin specialties make this kind of interrelation of 

26 
A. A. Johnson, How To Plan Products That Sell, American 

Management Association, Report No. 68 (New York, 1962), p. 35. 
27 

Phillip Marvin, "Business and the Space Age, " The Management 
Beview, XLIX, No. 8 (August, 1960), 16. 
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demand a commonly used basis for product line policy. " 2® The 

advantages of a supplier having a full line of related products is impor-

tant, ©specially if the reputation of that supplier c a r r i e s customer accept-

ance ac ros s the entire line. Lines of this type are usually primary lines, 

and are used by the wholesaler as a basis for formulating over-all marke t -

ing plans. Secondary lines are usually short lines used to complement 

weaknesses sometimes found in the primary line. Duplication of primary 

l ines is very costly, although it is sometimes possible that a full line 

supplier will allow purchases of only parts of his line. This is generally 

found where a line lacks proper distribution, or has such an excessive 

amount of distribution that its value is of little importance to any whole-

sa le r . The extent of a suppl ier ' s product line coverage is definitely an 

important factor in supplier evaluation. 

Product Line Fea tures 

The product line features, benefits, and selling points should be 

evaluated for their importance. A comparison should be made with the 

benefits offered by existing lines. A further comparison should be made 

with competition. Important difierences should be noted. Are there 

important features that can be demonstrated or dramatized? Are there 

28 
Joel Dean, Managerial Economics. Prentice-Hull. w 

(Englewood Cliffs, New Jersey, 1956)7 p. 128. 
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exclusive fea tures not found in other lines ? Are there part icular 

specifications which have been approved by the mil i tary or government 

agencies? Each of these fac tors is important in evaluating. An addi-

tional check should be made as to whether par ts of the product line are 

written into present and future specifications of industrial u se r s . This 

is one area of supplier evaluation where a gain resu l t s whether supplier 

changes are made or not, for product knowledge (including knowledge of 

competition) is a must for the marketing-oriented f i rm . "The most con-

sistently profitable sa les are those built upon a knowledge of the product, 

its functions, and the service it pe r forms for the customer . 

Pr ic ing Policies 

H 29 

Standardized prices. --There are numerous factors to be considered 

when evaluating a supplier's pricing policies. The first factor to consider 

is: are cost and resale prices in any way standardized in the industry? 

In many American industries a considerable degree of price coordination 

among competitors takes place in the complete absence of collusion. 

Price changes arising out of cost valuations or changes in demand usually 

take place through price leadership. One company often becomes the 

accepted leader, and no one changes prices until the leader changes, ihen 

OQ 
Dan F. Kagan, "Are We Asking for a Belly-Ache ?, " NEDA 

Journal, XVII, No. 2 (February, 1961), 12. 
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all follow. !ftn essential conditions leadership is that the leader be able 

to le id upward price changes, since any company of significant size can 

„ 30 

usually force an Industry-wide price cut. Where prices are stand-

ardized, discounts are usually known and are generally adequate. 

Price cutting. -«• Investigation should be made as to the amount of 

price cutting that is taking place on particular types of products. Unless 

reasonable profit margins can be maintained little consideration should 

be given to adding it to your product line. It must be noted, however, 

that many suppliers do attempt to "police'1 their distributors in order to 

maintain reasonable profit levels on their product lines. 

Quantity discounts. - -Many suppliers will offer additional discounts 

on the purchase of sizeable quantities of merchandise. In many cases 

this discount applies to orders for delivery at one time such as carload 

allowances; while, in other instances, discounts or rebates are given on 

monthly or annual purchases. The latter of the two types is sometimes 

called "loyalty discounts" since it is an attempt to channel as much 

31 
business as possible through one supplier. 

30 
John A. Howard, Marketing Management; -Analysis and Decision, 

Richard D. Irwin, Inc. (Homewood, Illinois, 1957), p. 50. 

SI 
Claude Walters, The information regarding quantity discounts, 

industrial discounts, and other specialty pricing information was obtained 
from Claude Walters, Manager of Adleta Electronics Co., an electronics 
parts wholesaler in Dallas, Texas. 
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Industrial discount. -"Suppliers of industrial electronic products 

usually price their merchandise in such a manner that permits the distrib-

utor to sell to industrial users and original e*.tuipment manufacturers 

(O. E. M.). Usually the distributor can secure small order business only 

from this type of customer. Some supplier® offer a special "''Industrial 

jobber1' or "super-jobber" franchise which enables the wholesaler to sell 

larger quantities to industrial users. In some cases it permits the whole-

saler to sell to other wholesalers or jobbers on a sub-jobbing basis, to 

each of these instances profit margins are generally low and highly com-

petitive. There are a few super-jobber franchises that rebate the distrib-

utor a small percentage on all sales made by the supplier to other whole-

salers within the trade area assigned by the supplier. Other names used 

in franchising are ''master, " "major, " "general line, " and "warehouse. " 

From this, it can be seen pricing policies and types of franchises are 

numerous; it is therefore of great importance to remember these factors 

when evaluating suppliers. 

Trade discounts. --Many suppliers used what they may call "trade 

discounts. " Usually, these are small or minimum discounts allowed 

because of the wholesaler being established in business. Quite often 

suppliers will allow discounts of this type even though the wholesaler 

may not stock the supplier's merchandise. Oftentimes, it is better to 

take the minimum discount rather than maintain an inventory investment. 
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Terms of a ale, - -Cash discounts and terms of sale are additional 

factors to evaluate. Many suppliers vary their cash discount# some 

being lower than others. Special consideration should be given to seeking 

special t e r m s of sale in the form of: deferred billings; length of regular 

credit extended; split payments; and long t e rm financing. Special cash 

discounts and/or deferred payments should be secured on seasonal 

merchandise. 

Price protection. —ft is most important that the supplier offer some 

form of price protection guarantee. "On a declining market the guarantee 

may be given that prices will not be reduced for a definite period or that, 

if prices are changed the buyer will be protected by giving them the benefit 

of the reduced prices through a refund of the difference in price on items 

32 

in s tock ." Where a refund 1$ to be given, the guarantee should be as 

definite as possible. Many suppliers have some type of price protection 

plan. This guarantee should be in writing. Where Inventory requirements 

are unusually large, full price protection should be requested. 

Many electronics suppliers offer a thirty day advance notice on 

price increases. This information is useful not only for placing orders 

fer the appreciation ,ain, but can be utilized in sales promotion. ft Is 
32 ,, 

H. W. Hmgy0 Price Changes and Special Pricing Problems* " 
Marketing By Manufacturers, edited by Charles Phillips, Richard D. 
Irwin, Inc. (Chicago, 1851), p. 501. 
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very beneficial to being able to print new price l i s ts and advise all 

interested employees and customers without unnecessary rush . 

Other pricing factor*. - -Other fac tors which affect pricing and must 

be evaluated are the suppl ier ' s policies regarding; minimum orde r s , 

minimum billings or shipments, special packaging, prepaid freight, rush 

shipments requir ing special handling or transportat ion, and availability 

33 
of local warehousing. 

"While price i® a potent mat ter in influencing patronage in the us© 

of industr ial good®, it is usually not the factor of p r imary importance. 

The wise industrial buyer is likely to rank it in third place af te r quality 

34 

and service among buying motives. " Service includes such ma t t e r s 

as speed and certainty of delivery, assurance of uniformity of quality, 

e f fo r t s out of the ordinary on the part of the supplier to help the buyer 

handle emergency requirements and unusual mat te r s , and the extent to 

which the supplier Is willing and able to aid the buyer with information 

regarding the market and the probabilities and uses of the product he 

has for sale. 

S3 
Alpha Wire Corporation; Policy For Distributors, New York. 

Other policy factors were taken from the Alpha Wire Corporation's 
policy directory. 

84 
Alexander, Cross, and Cunningham, Industrial Marketing, p. 40. 
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Nevertheless* the numerous factor® related to price assume 

great importance as evaluation factors since the;/ are so closely associ-

ated with profit potential. Once the complete pricing policy and structure 

la known, comparisons should be made with similar competitive products 

and suppliers. Evaluate, not only cast and resale prices* but also the 

profit margins maintained across the line. Special rebates and allow-

ances should be noted, especially if they can be retained as profit; or if 

they exist as a definite competitive price advantage. 

Competition 

"Competition is the degree of rivalry among companies in terms 

of the number and size of the companies in the industry and other market-

ing characteristics that limit a marketing executive's freedom to maneu* 

„ 35 ver. 

"The competitive behavior found in an industry does not spring so 

much from the personalities of the executives in that industry as from the 

structure of competition within which the company operates. " 8 6 Proper 

evaluation of the makeup of this competitive structure would include the 

following factors not previously discussed: d i s tr ibute policies, adver-

tising and promotional policies, sales training and assistance. 

n n 
John f.. Howard, Marketing Management; Analysis and Decision, 

RtehftrdD. Irwin, Inc. Illinois, l957>7pT5: 
36 

Ibid., p. 54. 
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Competitive distribution policy. —Suppliers of electronic parts 

have historically used multiple distribution at the wholesale level. Only 

in recent years have a few suppliers begun to offer exclusive franchises; 

this trend is noticeable, however, in industrial goods. Certainly, the 

n;;-nber of distributors representing a supplier in one trade area should 

be evaluated. The aggressive distributor will seek exclusive distribu-

tion whenever possible; although in many instances he is willing to accept 

a supplier's line on the basis of the supplier's liminting his distribution 

37 

outlets. This is called "selective distribution. " An interesting evo-

lution is slowly taking place in the components business where both 

suppliers and wholesalers are becoming more and more selective. It 

is believed that selectivity is more efficient for both. At the same time, 

merely because a wholesaler becomes selective and drops a number of 

product lines does not mean that those product lines are going to disappear 

from his market. "He must be prepared to pay the cost of his selectivity 

by competing with the same lines in the same market but sold by some-

body else, perhaps even by different methods. " 
37 

Hector Loya and Arnold Corbin, Management In Marketing, 
McGraw-Hill Book Co., Inc. (New York, 1961), p. 36K " 

• 38 
Fred H. O'KfeUey, "The Economics of Electronics Par ts 

Wholesaling, " NEDA Journal, XVIII, No. 5 (May, 1982), 188. 
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Direct sa les competit ion.—"The manufacturer of industrial goods 

who sel ls through dis t r ibutors often couples his use of this outlet with 

the practice of selling direct to cus tomers or groups of cus tomers , often 

39 

known as house accounts. " When ca r r ied to the extreme this some-

t imes involves the practice of selling direct to all worthwhile cus tomers 

and leaving only the cats and dogs to be served by the dis t r ibutor . Need-

less to say, such an arrangement is not likely to be viewed with any great 

amount of enthusiasm by the distr ibutor . This fo rm of distr ibutor-supplier 

competition is generally practiced throughout the e lectronics industry. 

Product suppliers must recognize that "you can eliminate a wholesaler 

f rom your distribution pattern but you cannot eliminate his function. 

Someone has to per form it, e i ther you, or your customer, whoever he 

40 

may be. " The amount of protection offered by the supplier Is to be 

considered when evaluating the supplier as a competitor. 

Private brand competition. --Competition f rom private label or 

private brand merchandise must be considered f rom severa l aspects . 

39 
Ralph S. Alexander, J ames S. Cross , Boss M. Cunningham, 

Industrial Marketing, Richard D. Irwin, Inc. , (Homewood, Illinois, 
1956), p. 181. 

40 
Paul J. Courtney* Excerpts taken from a speech presented at 

the EP and EM Seminar. Mr. Courtney is Executive Vice-President 
of the National Association of Wholesalers, NED& Journal, XVII, 
No. 4 (April, 1961), 56. 
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Fi r s t , does the supplier (whom you are evaluating) build private brands 

and merchandise them in direct competition to hi® standard brand ? 

Second, are private brands an important factor in your t rade a r e a ? 

Third, should you give consideration to a private brand of your own? 

"One successful means of meeting competition has 
been the use of private labels . . . Because private -
brand i tems are purchased directly f r om the manu-
fac turer , and because many of the expenses of adver-
t ising and selling them are lower, more dis tr ibutors 
than ever have found that they can sel l pr ivate- label 
i tems below the price of nationally advertised brands, 
and s t i l l make a healthy p ro f i t . " 4 

Where a supplier is building a private brand, it should be determined 

if it is of the same quality and nature of the standard brand. Investigation 

should be made as to price differences and if it is available to regular 

line dis t r ibutors . 

Imported merchandise closely follows the pattern of pr ivate- label 

merchandise. • 

Caution must be observed when evaluating private brand and import 

brand competition. It is wise to rely on market r e sea rch to keep abreast 

of the acceptance of this type of merchandise. In some trade a r ea s their 

sales h a w " m u s h r o o m e d , w h e r e a s , in other a reas they have "flopped, H 

Advertising and Sales Promotion Policies 

"Sales potential represents the possible purchases of industrial 

buyers who have a use for the product and might purchase if it were 

_ ™ „ . 

George Christopoulos, "Retailing1 s Wide, Wide World, " The 
Management Beview. XLIX, No. 12 (December, 1960), 4. 
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brought to their attention effectively. " The means by which a product 

eats be brought to the attention of a potential purchaser a re by use of 

advertising, publicity, and/or personal contact. Once Ms attention is 

captured, trie an s must be utilized to hold this attention in order to create 

des i re . Desire must be converted into action which resul t s in sa les . 

This is sa les promotion. Many fac tors can be evaluated when consider-

ing a manufac turer ' s advertising and sales promotion programs. A few 

will be discussed. 

Trade and national advertising. —A suppl ier ' s t rade and national 

advertising program is important in that it pre sel ls the market by making 

the product and brand name known. This presell ing m a t e s the sales job 

much easier for the distributor. 

Publicity. - -Aggressive suppliers utilize good publicity at every 

opportunity. "The principle behind good publicity is sound: the opinion 

of a disinterested and objective third party about the company carries 

more weight and is considered more authoritative than the company's 

43 

opinion about itself. " The aggressive wholesaler will likewise attempt 

to secure good publicity in his community. 

42 
Alexander, Cross, and Cunningham, Industrial Marketing, p. 95. 
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Dave Finn, "Avoiding Waste Motion in Corporate Publicity, " The 

Management Bevtew, XLIX, No. 8 (August, 1960), 22. 
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Co-operative advertising, - - ^ suppl ier ' s policy of co-operative 

advertising must be weighed careful ly . Several questions should always 

be answered. Is there a co-operative policy? If so, how is it created 

and for how munch? Does the distributor participate in i ts cos t? Are 

there restriction® as to how the co-operative fund is to be used? 

Special advertising. —v^uite often a supplier will offer special 

advertising to be used in key markets. Sometimes, special advertising 

funds are created for the introduction of a new product line; other t imes , 

a supplier may offer additional funds for use in the promotion of specific 

products. The supplier somet imes requests that the wholesaler .partici-

pate in the cost of special advertising, although, oftentimes, the expend-

44 
itures are entirely that of the supplier. 

Special promotion. —The supplier who is aggressively promoting 

his products will generally offer special promotions. These promotions 

are planned to create sales or emphasis on selling. Often, special incen-

tives, premiums, and give-aways are utilized. Caution is the rule when 

promotions appear to be "loading programswhich do not attempt to move 

merchandise through the marketing channels to the consumer or user. 

44 
George E. Stone, Jr . ; Many evaluation factors and comments 

regarding advertising and sales promotion a re credited to Mr. Stone, 
Advertising Manager for the 'idleta Company and A diet a Electronics Co. , 
Dallas, Texas. 
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The promotion minded supplier should receive 0 plus when evaluated -

the same as the profit oriented supplier. 

Cataloguea, literature, and price l ist . --While catalogues, 

technical data, l i tera ture , c ros s - r e fe rence char ts , mailing pieces, and 

price list may at f i r s t seem insignificant, their value is of great impor-

tance. The f i r s t consideration is their continuous availability. This 

type of informative l i terature is utilized in creat ing an interest In the 

product, closing the sales, and in completing details of the transaction. 

Lack of information has a definite effect on sa les and turnover . Because 

of the quantities of this type of information which is used, a second con-

sideration must be given to cost . Is there a charge ? K so, how much ? 

Trade shows. —The aggressive supplier is usually represented at 

most major trade shows and exhibitions. It should be determined if the 

distributor is permitted to work in the supplier's exhibit. It should also 

be determined if the supplier displays in local shows. If not, does he 

participate in the cost incurred for the distributor exhibiting in these 

shows ? 

Sampling. - -Industrial goods are frequently purchased on the basis 

of how well the product performs. While the performance in most 

instances has been checked out physically and/or chemically and has 

been graded, the user sometimes wishes to check the part or component 
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in its actual end use. Often, samples will be requested of the supplier. 

Also, when introducing a new or unknown product, it is sometimes wise 

for the wholesaler to provide samples to the prospective users in order 

to encourage future purchases, lis these instances, the supplier should 

be called on to furnish samples at little or no cost. 

s promotion aids. --There are numerous other sales 

promotion aids such as window displays, signs, decals, point of sale 

materials and demonstration devices which are important in the promo-

tion of sales. 

Sales promotion and advertising must be evaluated along with the 

entire merchandising program. Each individual factor must be studied, 

and the marketing program evaluated as a whole. 

Special .Assistance Policies 

Training programs. —It is generally considered a responsibility 

of the supplier to properly train a wholesaler's selling organization. To 

a great extent it is also his responsibility to participate in technical, spe-

cialized, and service training programs for the wholesaler 's customers. 

The degree to which a supplier provides this type of assistance is impor-

tant. 

Supplier sales representatives. —The first factor in evaluating a 

supplier's sales agent or representative is his position and stature in 
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the marke t . What type of an image has he created; personally; for hts 

company; and for his product? Sales representat ives should be graded 

on their product knowledge and the amount of assistance they provide 

the dis tr ibutor . Another important factor is whether the representat ive 

maintains a local inventory; this has advantages and disadvantages,, thus, 

it is wise to determine if the representat ive is possibly in direct compe-

tition to the wholesaler. 

Missionary salesmen. --A missionary salesman is a sa lesman who 

is employed by the manufacturer to call on cus tomers of his distributor®. 

Usually his plan is to "develop good will and stimulate demand, to help 

or Induce them to promote the sales of his employer ' s goods, to help 

them t ra in their salesmen to do so, and, often, to take o rde r s for deliv-

45 

e ry by such d is t r ibutors . " This type of assis tance is one of the most 

beneficial that can be provided by any supplier. 

Field engineers . --The function of the field engineer is s imi lar to 

that as provided by the missionary salesman. He works closely with 

industrial cus tomers in an attempt to get his company's product written 

into specifications at the ea r l i e s t stage of planning. "If he waits until a 

customer has completed plans and specifications for the finished product, 

45 
"I Wonder What He Meant By That, " Electronic Distributing, 

xxxm. No. 5 (May, 1962), 114. 
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he may find that there is no place in It for the material or part; whereas, 

if he had participated in the early stages of planning work, he might have 

46 
forestalled this misfortune. ' 

srgency assistance. --In every business there seems to exist 

from time to time a need for special or emergency assistance. The 

maimer in which these special needs of the distributor are handled by 

the supplier is worthy of consideration. 

General assistance. - -The methods in which a supplier assists in 

expediting order®, shipments, credits, and special quotations are all 

important in an evaluation. The people who are responsible for the per-

formance of these responsibilities are the test of an efficient organization. 

The special assistance factors mentioned in the foregoing are 

generally weaknesses of most suppliers rather than strengths. Where 

strength is noticed, it is usually individual rather than general through-

out the organization. 

Inventory Consideration* 

Inventory is much like pricing in that there are numerous factors 

which are to be considered in the supplier evaluation which could be 

related to several areas of the study. 

4ifi 
H. b. Alexander, Goods for the Market: Industrial Goods,11 

Marketing b£ Manufacturers, edited by Charles F. Phillips, Richard D. 
Irwin, Inc. (Chisago, Illinois, 19§1), p. §4. 



Inventory requirements. --Must manufacturers of industrial 

products who market through distributors include in their franchise 

agreement some sort of requirement designed to assure that "a distrib-

utor will carry a stock of the manufacturer'* products which will be 

sufficiently representative ot his line and adequate in size to enable the 

47 

distributor to fill all orders, except the very largest, without delays. 

"It* the manufacturer seeks to establish and enforce an inventory 

requirement that is too heavy, he is liable to lose the cooperation of his 

distributor. Therefore, inventory requirements are usually nego-

tiated. 

Inventory turnover. --"Most electronic distributors recognize that 

successful business operations depend upon a satisfactory rate of stock 

•» 48 

turnover.' Increased turnover releases capital, cuts cost, and 

improves profits. Inventory turnover can be determined from past expe-

rience and sales for existing lines. The market potential of a new product 

line as previously discussed allows for forecasting possible rate of turn 

based on the Initial inventory requirements as negotiated. 
47. 

Ralph S. Alexander, James S. Cross, and Ross M. Cunningham, 
Industrial Marketing, Bichard D. Irwin, Inc. (Bomewood. Illinois, 1856), 
p. 193. 

48 
Ibid., p. 194. 

49 
Joseph Powers, "How Turnover .Affects Your Bank Account, " 

reprint of NEt)fi Journal (May, 1960 issue). 
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Return goods policies. —"A distributor is likely to be much 

attracted by the policy of the manufacturer who allows returns of slow 

SO 

moving items and obsolete merchandise. " The practice of such a 

policy does a great deal toward enlisting the cooperation of the distrib-

utor and any inventory program the industrial marketer can set up. 

Many distributors highly favor the practice of reviewing their stock® 

once each year to cooperation with th® manufacturer, who at that time 

takes back any obsolete or slow moving items and recommends new ones. 

Keturn policies for obsolescence type merchandise should be in writing. 

Generally, full return privileges are limited to unsold merchandise from 

the initial order after a specific period of time, usually six months or 

one year. Other return policies provide for returns of from 5- to 10 per 

cent of annual purchases. Still others offer stock adjustments when one 

to two times the value of returned merchandise is purchased. Practically 

all inventory adjustment programs provide for a penalty of from S- to 20 

per cent discount on all returned goods not accompanied by an offsetting 

order. It can be seen from this that return goods policies are one of the 

more important factors in any supplier evaluation study. 

Consignment programs. --Consignment inventories are sometimes 

possible. It is not often, however, that a supplier with high acceptance 
$0 

Ralph S. Alexander, James S. Cross, and Ross M. Cunningham, • 
Industrial Marketing, Richard D. Irwin, Inc. (Homewood, Illinois, 1956), 
p« 194, 
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will offer programs of this type. There is a trend to be observed 

whereby some suppliers are setting up "warehouse dis t r ibutors ." 

Merchandise is placed in the distributor1® warehouse on "field" or 

"bonded" warehouse type arrangement. 

Non-stocking buying privileges. --"There are some suppliers who 

allow a distributor to make purchases even though no inventory is carr ied. 

As previously mentioned, the profit margin on such purchases is less . 

Part ial stocks. - -There are many suppliers who allow a distributor 

t© stock only desirable parts of a product line, and yet be allowed to 

make purchases of all of the parts as needed. Usually a distributor will 

purchase an entire product line, and as slow moving items are sold* he 

31 
does not replace them. 

Storage, warehousing, packaging. --Storage, warehousing, and 

packaging are considered as inventory evaluation factors primarily because 

of their nature and cost effects. The addition of any new product line must 

take into consideration the added space necessary for storage. Consider* 

at ion must be given as to whether existing facilities are adequate, or will 

capital improvements, or commercial warehousing be necessary. 

m 
Kay Miller, Manager, Scooter's Radio Supply Co., Fort Worth, 

Texas. Many evaluation factors and comment® regarding supplier inven-
tory policies are credited to Mr. Miller. 
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The type of packaging is important in many respects. Firs t , does 

it protect the product? Excessive damage means added cost. Second, 

can it be stored easily*? Third, is the product easily identified? ^n 

easily identified product package can be checked in quickly, and haw 

orders pulled with ease . Fourth, is the product packaged in economical 

units to the package ? Fifth, a sales rather than inventory factor, does 

the package have sales appeal? 

Supplier Evaluation Worksheet 

To summarize the numerous and diverse factors, and to rearrange 

them in usable form a three-page supplier evaluation worksheet has been 

prepared and is shown in Figures 1, 2, and 3. The f i rs t two pages are 

designed in such a manner that they may be forwarded to the supplier for 

completion and return. This would be time-saving and beneficial when 

an initial evaluation is being made of all suppliers. The third page is 

retained and completed in privacy, since some of the evaluation factors 

are of a confidential nature. 
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Figure 1 

SUPPLIED EVALUATION WORKSHEET--Page I 

Mfg. Name Street Address 

City Stat® 

Name of Local Rep_ 

Town State 

Area Engineers^ 

Town State 

Telephone 

Street *ddress__ 

Telephone 

Street Address^ 

Telephone 

Person to contact at factory regarding: 

I. Shipping delivery 
2. Billing and Credits_ 
8. Special quotes 

Products available in line: 

Other dis t r ibutors in area: 

Does manufacturer sell direct ? 

Under what circumstances ? 

To Whom ? 

W so, is there a rebate to Distr ibutor? 

Minimum billing charges 

Minimum shipments 

Is Freight Prepaid ? 

How Much? 

Class of Distributor: 

Master Major General Line 

Our Buying Price , or Discount 

Cash Discount Te rms of Sale 
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Figure 2 

SUPPLIER EVALUATION WORKSHEET--Page 2 

Volume rebate plan? 

Annual rebate plan? 

What is re turn policy ? 

Are there penalties an returns? 

Defective merchandise policy? 

Do you h a w a co-op advertising policy ? 
for how much ? 

How is it created, and 

Does distributor part icipate ' How much ? 

Can co-op be used on following: 
1. Newspaper Trade shows and exhibition 

7. Wholesale or re ta i l "spiffs*7] 
8. Price reduction 
0. Other 

2, Radio 
8. Televis ion^ 
4. Direct maiT 
5. Catalogues * 

Type of c a t a l o g s s available^ 

Type of literature available 

Type of mailing pieces available 

i Any charges ?_ 

Any charges ? 

Any charges? 

^r@ cross reference char ts available for (a) competitive par t s numbers 
(b) military specifications (c) other 

Price sheets available ? Cost ? Be sale OEM List 

NOTE: 
Special merchandising programs: 

Manufacturer product and training programs: 

Three most important features of line: 

Any exclusive products in line: 
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FUni re 3 

SUPPLIER EVALUATION WORKSHEET—Page 3 

Required inventory to be ca r r i ed 

Price Protection Policy^ 

Annual dollar potential 

• ctual dollar sates 

Purchases last year_ 

Inventory tu rn 

Ter r i to ry or trade area assigned^ 

Why do we buy this line ? 

Is it a profitable line ? 

Do we have to buy al l of line to get Just a small part we need ? 

If so, is this economically profitable ? 

What parts of line are slow moving--or not needed V 

D 4 B Bating . Financial status 

Brief history of company 

Product reliability and acceptance 

Efficiency in Speed and Delivery 

Research status 

Special assistance 

Remarks 



CHAPTER IV 

THE PROFIT SQUEEZE 

"ft has become apparent to all In the industry that distributors 

must recognize the importance of making a fair profit if they are to 
t 1 

survive. ' The profit squeeze, a problem of increasing operating 

costs combined with diminishing profit margins, is seriously affecting 

the future of the electronic parts distributor. It is impossible for 

distributors to continue to sit idle when faced with a problem so poten-

tially great that it endangers their future existence. Distributors today 

must analyze all phases of their business to determine what factors are 

placing them in the profit squeeze. This study concerns itself with an 

analysis of three potential problems generally related to the profit squeeze. 

The f i rs t to be presented concerns itself with methods of analyzing profit 

margins. The second study is a presentation of the small order problem. 

And the third is a discussion of the delivery problem. 

ru + *®enry P. Schott, "Profit Need Dictates Efficiency, " Electronic 
Distributing Including Jobber News, XXXV, No. i (January, *19 

74 
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Profit Margins 

It has been shown to the preceding chapter that supplier evaluation 

requires an individual analysis of each vendor. For the going concern 

it becomes necessary at times to analyse complete product groups of 

merchandise in order to obtain a true perspective into what i s taking 

place profit-wise. 

Management today is attempting to keep a sharp eye on profit®. 

They are interested in knowing what profits art#, where they come from# 

and bow they can be retained. Pis a result of such things as product 

emphasis, specialization, and product line duplication, a most vital factor 

to be determined in this part of the study is where and bow much profit 

is being made on each product group of merchandise. Efforts have been 

made to collect the necessary data for analyzing the cost and resale prices 

and the resulting average percentage of profit maintained on twenty-five 

different types of electronic parts sold at the wholesale level by the Adleta 

Company. Any variation in the percentage of profit maintained on sales 

to industrial and commercial users of electronic parts versus sales to 

service dealer types of accounts is included in the analysis. 

Collection of Data 

invoices of current sales of the Adleta Company were used in 

securing data. From approximately 1100 electronic parts invoices 

billed between January 20, 1802 and January 30, 1962, a total of 224 
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Invoice® were selected at random. No attempt was made to be selective 

other than to make certain each sa les t e r r i to ry was represented, including 

house sa les by the department manager . It was believed that a sample of 

this size would represent each product type. Each item or part number 

was cost priced by using the manufac turer ' s printed price l i s t s . No 

consideration was made for manufacturer ' s cash discounts, volume rebates , 

or special types of discounts other than the quantity price groupings as 

would apply to the quantity shown as being shipped on the invoice. Per-

centages of profit were calculated manually by using a wheel type p e r -

centage calculator for each unit of each invoice af ter invoices were sorted 

by sa les t e r r i to ry . 

Use of a billing machine was made in tabulating and recording the 

number of units on each invoice line plus the extension of units t imes 

selling price l e s s the percent of discount on selling pr ice . Each invoice 

line was grouped according to its merchandise type code during this p ro-

cedure. At the end of each code group it was necessary to manually total 

the unit© column and to count the number of l ines. This provides infor-

mation on the activity of each product type. It was also necessary to 

manually total the extended resa le pr ices . With dollar totals on both cost 

and resa le , an average percentage margin of profit could be calculated 

for the entire group. 

At this point in the collection of data, it was possible to check the 

percent of profit on each individual line item as coded in groups; and to 
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TABTJ? F 

*N ANALYSIS BY PRODUCT CROUP OF 224 INVOICES 
SHOWING ACTIVITY IN LINES BILLED, UNITS 

SHIPPED. DOLLAR COST AND BILLING 
PRICES AND PERCENT .AGE 

Or PBOFIT 

Product* 
Code 

Number 

Number 
Lines 

Billed 

Quantity 
Units * 

Shipped 

Total 
Dollar 
Billing 

Total 
Dollar 
Cost 

Average 
Per Cent 
Margin 

of Profi t 

81000 
83100 
82200 
82300 
82400 
82500 
83300 
83400 
83500 
88600 
83700 
84200 
84300 
E4400 
84500 
84600 
85100 
85200 
85300 
88400 
85500 
88100 
86200 
86300 
87000 

T S t a r 

126 
iy 
a 

* • 

33 

24 
31 
8 

5 
3 

20 
5 
1 

4* 

2 
6 
3 
2 
1 
3 

147 ~ n r 

434 
91 

9 
« • » 

1062 

1010 
658 
234 

5 
4 

757 
13 
3 
8 

45 
203 

4 
1 
9 

216 

$ 1077.16 
1993.30 
442.00 

* * * * * # 

8S2. 39 
» 0 » » « 

800,61 
475.59 

70.58 

i3. 80 
* » # • # 

07.01 
3 .42 

| <3 :<• '> ft* 
J* « %if >(, «g> IJ %lr 

1943.07 
23. 85 
SQ$t 

15. 55 
45. 95 

.86 
2.25 
9.76 

474.07 

I 765.53 
1608.00 
319.41 

842.46 
« + m 0 

561.64 
320.62 

60.78 

10.30 
« * • * » , 

41.07 
2.27 

1267.46 
1374.33 

16.46 
2 .34 

12.28 
41.65 

.68 
1.78 
7.51 

325. 90 

•See Table II for the Electronic 
to each product code number. 

28.6 
19.4 
27.7 
* # • 

28.0 

30.0 
32.6 
13. 9 

25.0 
» * « 

38.6 
33.6 
26.7 
29 .2 
31.0 
40.3 
21.1 

9.4 
21.0 
21.0 
23.1 
31.4 

own """Ty*"*1" 

Par t s Product Type as assigned 
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make a comparison of the group average. Any line items showing to 

be considerably higher or lower could be analyzed for accuracy* or 

unusual circumstances creating the difference. 

The aforementioned procedures were repeated until all cod© 

groups were completed. Data were accumulated and totaled for all 

groups as well as being separated into individual sales territories for 

complete analysis. Table 1 records all data and provides a total for 

the company by product code of the number of lines invoiced# quantity 

of units, total dollar billing at resale prices, total dollar cost, and 

average percent margin of profit. 

For ease of comparison the product codes have been labeled and 

are shown in Table II. This table indicates the average margin of profit 

by sales territory and company total. 

Analyzing the Data 

Other wholesale distributors could derive the greatest amount of 

benefits from this study by making an identical study of their own busi-

ness, and then compare the results of the two studies. 

In analyzing Table I it is possible to not only determine the main-

tained profit margin for each group of products, but it is also possible 

to accurately determine the amount of activity that takes place. Activity 

is indicated by the number of line items billed, the quantity of units 

shipped, and by the amount of dollar billing. It should be noted that five 

product groups did not have any activity in the sample selected. Beasons 
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for this lack of activity should be determined. It Is possible that these 

groups should be discontinued, or that special promotional efforts should 

be placed on them in order to increase sales. 

By separating the information contained in Table I into individual 

sales terri tories which composed the total, it would be possible to deter-

mine the efforts being placed by individual salesmen on each type of 

product. This type of information is valuable, particularly for sale® 

training purposes. 

Table I should be studied from the standpoint of determining which 

product groups produce a margin of profit below the average of 26. 7 per 

cent as shown maintained by all products. Effort should be placed on 

improving the profit margin of these products, or consideration given 

to discontinuing the product group. A separate study should be made of 

the products producing an above average margin and increased selling 

efforts placed on these product groups. A helpful method of determining 

solutions to this problem would be to determine the actual gross profit 

in dollars for each product group, and then determine what percent of 

the total profit each group represents. This figure, when related to the 

average percent margin of profit provides a more accurate measurement 

of where efforts should be placed. For example, in Table I, it can be 

determined that far greater profits can be derived by promoting code 

group 81000 at a gross profit of 28.6 per cent than could be derived from 

code group 85300, even though group 85300 has a much higher profit 
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margin of 40. 3 per cent. Code group 81000 produced $311, 83, whereas 

group 81000 produced only $1.88. Consideration! should be given to the 

amount of actual or potential dollar profit available for each product 

group. 

In analyzing Table H it is possible to compare the percentage 

margin of profit of each individual sales terr i tory by product with the 

average maintained margin of profit of the company. It can be seen that 

industrial sales terr i tory number twenty produced less profit than indus-

t r ia l terr i tory number thirty. By determining Individual product groups 

which are above average and below average for each sales terr i tory, it 

is possible to determine why these differences in profit exist between 

sales te r r i tor ies . Additional information could be obtained from a study 

of individual accounts assigned to each sales terr i tory, ft is possible 

that terr i tory number twenty has more accounts assigned to It which oper-

ate on a competitive bid system, thus commanding lower prices- Or it is 

also a possibility that salesman number twenty could be bidding lower 

prices than is necessaiy to secure the business. Numerous possibilities 

exist which requires study of individual accounts in order to determine 

the profitability of such accounts. This is amplified to an even greater 

extent in the following study dealing with the small order problem. 
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rhe bxnall iilz® Order Problem 

"Distributors a*-© in business to make profits for themselves, 

2 

their customers, and their suppliers." As the electronic parts busi-

ness increases# customer demands for additional service increases 

proportionally. Unless methods are discovered for controlling these 

increasing costs, profits will continue to decline. It is imperative that 

the distributor begin ta analyze his busine&s in an attempt to discover 

these factors which are causing costs to increase. Orders of small 

size and the increasing number of deliveries each day have been deter-

mined to be factors which are increasing costs, to order to provide a 

basis for an analysis and comparison of orders placed by customers an 

attempt will be made to point out by case analysis the high percentage of 

low dollar value orders being placed by customers. The findings should 

point out the importance to all distributors of making similar compara-

tive studies of their own individual businesses. 

Case Study and Analysis 

The increasing costs of handling small orders ha® been discussed 

as an industry problem for quite some time. White the Adleta Electronics 

Company has known that its costs were increasing, it has not been able 

2 
"Profi t Pr imer , " Electronic Distributing Including Jobber News, 

XXXV, Iw. 2 (February, 1963), 43. ~ ^ 
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to determine the exact causes of these increases . Until this study was 

prepared, it was not known whether the handling of smal l o rders was a 

problem or not. to a survey conducted by the American Institute of 

Supply .Associations, Inc. , it was determined that in many instances costs 

for handling small o rders exceeded the gross profit produced by these 

3 

o rde r s . This study revealed the average sale per invoice by members 

of the association to be $5"?. 88. The average expense for handling each 

invoice was $13. ,90. More significant perhaps was the fact that 57. 7% of 

all invoices were for less than $25.00 and produced only 8. 3% of the sales 

dollar . Invoices accounting for 22. 8% of the total invoices were for $5.00 

or less and produced only . 9% of the total dollar volume. While the 

resul t s of the survey pertain to a different industry, the pertinent facts 

brought to light are the basis for being aler ted to this problem. 

In order to determine the existence of a problem all invoices of the 

Adleta Electronics Company for a complete billing cycle were grouped into 

categories represent ing the dollar values of each invoice. The number of 

invoices in each group were totaled by the quantity represented and the 

percent of the total represented by each group. The number of items 

on each invoice group and the dollar amount on each invoice group were 

totaled, and percentages of the total calculated for each group. Average 
3., 

Sales Analysis Survey - The Small Order Problem, " NEDA 
Journal, XVIII, No. 5 (May. 1962), 20-22. 
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dollars per line and per invoice were also calculated for each group. The 

results of this study are shown in Table III. From Table III it can be seen 

that there were 1566 invoices used in this study; they represented a total 

dollar billing of $42, 423. 80, and an average dollar billing per invoice of 

$27. 09. The number of line items was totaled in order to determine how 

many items were being billed on each invoice. It can be seen that the I960 

Invoices represented 5022 line items* or an average of 3. 2 line item® per 

invoice and $8.44 average per line item. 

The exact processing cost of writing, billing, posting and collecting 

an invoice by the Adtota Company ia not known, although it has been es t i -
4 

mated at approximately $3.25. Using certain assumptions, however, the 

total cost of handling an ordei can be determined. Assuming that the 

company is now breaking even, neither making a profit nor sustaining a 

loss, and that the cost of goods sold is currently 60. 6%, then the gross 

operating profit and cost of doing business (including all sales and oper-

ating expenses) would be equal, or 30.4%. This would also mean that the 

present average dollar billing per invoice of $27.08 would be the break 

even point of billing per invoice and that 30.4% of this amount or $8. 24 

would be the average total cost for handling invoices. Therefore, all 

invoices showing less than $8. 24 profit would be unprofitable to handle. 

4 , • - — — -
£>. H. Miller, Jr . , Office Manager, Adleta Company, Dallas, 

Texas. Cost estimate given in interview of January 16, 1962. 
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For ease of figuring, all invoices of less than $25,00 (rather than 

$2?. 09) will be considered as unprofitable to handle. By applying 

this consideration to Table III it can be determined that 1223, or 78,1% 

of the total invoices are unprofitable; this represents 20.6% ($8, 736.87) 

of the total dollar volume. At this point it would appear necessary to 

accept only orders of $25.00 or more; however, to establish such a 

policy would likely antagonize many customers who normally place 

larger orders, and would cause a loss in this business. It was deter-

mined that additional information should be ©ought concerning the problem. 

The total invoices in Table III were reworked and separated into 

three groups consisting of cash sales, industrial accounts, charge sales 

and service dealer accounts charge sale®. This information is shown in 

Tables IV, V, and VI. Table IV shows that 27% of the invoices were cash 

sales with the average cash invoice total being $7.05. While this is con-

siderably lower than the $25.00 minimum figured as a break even point, 

consideration must be given to the fact that cash invoices require, for 

the most part, very little handling as compared to charge invoices. Also, 

approximately one half of the cash sales are will-call orders where no 

delivery costs are involved. In addition, no collection expenses are 

involved and cash flow is improved. Therefore, it would be difficult to 

say that seven dollar cash sales are unprofitable. 

Table V presents an analysis of all charge invoices to industrial 

types of accounts. The 362 invoices represent only 23% of the total 
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invoices in Table III, yet account for 50% of the total dollar sa les . It 

should be noted also that the total number of line item® invoiced to 

industrial types of accounts represent l e ss than 17% of the total number 

of line i tems. This would generally mean l e s s handling was involved 

in o rde r s of this type. Even though an average of $59. 14 per invoice 

was obtained on sales to industrial accounts, the fact that 61% cf all 

invoice® to this type of account are less than $25.00 st i l l presents a 

problem. 

Invoices billed to service dealers* as shown in Table VI account 

for approximately 50% of the total number of invoices f rom Table I. R 

can be quickly seen, however, that the average dollar invoice total for 

this type of account is only $28. IS. It would appear that a l l sa les to 

this type of account a re unprofitable, part icularly since 76% of al l invoices 

are for l e s s than $25.00. It cannot be overlooked, however, that this 

group's charge purchases account for over 42% of the company's total 

business. Ways must therefore be found to salvage this business, since 

it is too great a percentage of the company total to give up without ef for t . 

Since ^Adleta Electronics Company handles the warranty replacement 

par ts for the ildjeta Company's RCA Victor products, it was thought 

possible that the high percentage of smal l o rde r s was caused by dealers 

ordering only the part needed for repa i r of the product* and la ter returning 

the defective part for credit. Recommendations are made to attempt to 

reduce this possibility of creat ing a small order by adhering more closely 
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to the manufacturers policy which states defective parts are to be 

exchanged. Where exchanges can be made* invoices and credits can 

be eliminated* and considerable cost savings can be effected. 

Few comparisons on average sales are possible, although "a 

recent study showed that the average sale for a parts distributor amounts 

to $8.20. This compares most unfavorably with large retail department 
5 

stores that average $8. SO per sale. " The Adleta Electronics Company 

would appear to be doing very well if the aforementioned $3.20 figure is 

correct . However, as long as the present situation of a minimum of a 

$25.00 billing being necessary to break even, the problem of ways of 

reducing cost, and/or Increasing profits still exists, and the need for 

continued study of the problem remains. 

The Delivery Problem 

Electronic parts distribution has been known as high cost distribu-

tion, partly because of poor management and poor controls. While most 

distributors have become aware that a profit squeeze exists, few distribu-

tors have taken any positive action to locate or correct their problems. 

Most distributors are dedicated toward providing increased services to 

their customers; yet, the fear of competition apparently keeps many 

distributors from curtailing certain services that are unprofitable. In-

creased delivery costs is apparently an area where such a fear exists. 

§ 
Fred H. Q'KeUy, J r . , " . . .A Tiger By the Tail, H TEA Times, 

VI, No. 2 (April, 1963), 13-17. 
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Case Study and Analysis 

Delivery records of the Adleta Electronics Company were checked 

and data compiled by month for the year 1962. The data are shown in 

Table VII, and are expressed as an average number of deliveries per day, 

lii addition. Table VII also shows the percentage of deliveries per day to 

industrial accounts as compared to the percentage of deliveries per day 

to service dealer accounts. It should be noted how the average number 

of deliveries per day by month increased during 1962. Though sales 

dollar volume may vary from month to month, neither the variation nor 

percentage increase in dollar volume during the year was anywhere near 

the percentage increase in deliveries. Maximum difference in dollar 

sales volume between the lowest and highest month was 15%, whereas 

deliveries varied from an increase of 25% to almost 90% from the lowest 

to the highest month. 

Most significant to note is the increase in the percentage of 

deliveries to service dealers* whereas the industrial percentage has 

dropped. Deliveries to industrial accounts actually declined during the 

year, although sales to industrial accounts increased; therefore, all of 

the increase in the average daily deliveries was to service dealer accounts. 

6 
Current cost per delivery is calculated at $1. 49 per delivery. 

White this cost may be a little high because the large trucks that are used 

E. P. Miles, General Manager, Adleta Company, Dallas* Texas; 
actual costs for f irst quarter of 1863 as stated in interview of April 27, 1963. 
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for delivery of television sets are also sometimes used to the delivery 

of parts. It is doubtful, however, that cost would be less than $1.85 

per delivery even if smaller trucks were used. This does not compare 

very favorably with automotive parts jobbers who in 1961 showed an 

average delivery cost of $ . 84 per delivery. According to Jobber 

Topics, delivery costs are continuing to increase, but most jobbers are 

reluctant to curtail the service because of a continually increasing number 

of competitors. The automotive jobber averages 2.3 regularly scheduled 
8 

deliveries per day. The Adleta Electronics Company currently offers 

three regularly scheduled deliveries per day. 

How others handle problem. —Joe Hanson, Controller for Bosco 

Nuts and Bolts Company of Dallas, Texas, indicated that his company's 

sales had not been affected by establishing minimum charge billings of 

$2.00 and minimum cash billings of $ . 50. The good customer was 

appeased by giving him the five, ten, or fifteen cent item at no charge 

rather than charging him a minimum. This method seemed to be cheaper 

than invoicing. Bosco leased not only its delivery truck, but the driver 

8 
also. They scheduled only one delivery per day. 

7 ^ ^ ^ 
Delivery Cost Increasing, But Service Is A Must, " Jobber Topics, 

Lxxxm, No. 4 (November, 1962), 134-6. ' 
3 
Ibid., p. 134. 

9 
Joe Hanson, ControHer, Bosco Nuts and Bolts Co., Dallas, Texas, 

Statements recorded in an interview of September 18, 1962. 
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In an interview with Richard Baker, President of W. A. Green 

Department Store, Dallas, Texas, It was indicated that their problems 

in regard to small orders, particularly as related to deliveries, had 

lessened since eliminating their downtown store. Their downtown store 

was averaging approximately 80 to 100 deliveries per day, many of these 

of a low dollar value. Their average deliveries today in their Dak Cliff 

suburban store are only approximately twenty deliveries per day. W. A. 

Green contracts their deliveries with an independent delivery service 

company who picks up the packages once a day and delivers them the 

fallowing day. Mr. Baker mentioned that they have a $3.00 minimun 

order for any type delivery- Most of their small order costs have been 

substantially reduced by use of charge-a-plates, cash registers, simpli-

10 
lied accounting procedures and cycle billing systems. 

Possible solutions, --Most solutions to the delivery as well as the 

small order problem seem to involve some type of minimum order 

and/or delivery charge. Most distributors, however, are reluctant to 

establish minimums, for fear of their competition taking over their cus-

tomers. Today, the majority of manufacturers have minimum order 

standards which they enforce; therefore, as long as distributor minimums 

are reasonably well below that of manufacturer 's , the danger of loss of 

l0Bichard Baker, President, W. A. Green Department Store, 
Dallas, Texas. Interview of May 25, 1962. 
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an Industrial account's business to the manufacturer is not likely. Many 

distributors, particularly in Northern and Eastern metropolitan cities, 

have discontinued deliveries to service dealers. Others have found the 

high cost of serving the service dealer to be prohibitive and haw been 

forced into bankruptcy, or haw begun to open their doors to retail cus-

tomers. Because of the belief in the need for greater information regard-

ing the radio-television service dealer industry, a complete market 

research study is included In the following chapter. 



CB A PTE ft V 

THE VIEWPOINTS AND OPINIONS 

OF R A DIO-TE LE VISION 

SERVICE DEALERS 

As pinpointed in the concept of doing business, management 

assumes the responsibility of establishing objectives which are known 

and understood. Complete market knowledge Is necessary for properly 

establishing these goals. Market r esea rch is the tool used in obtaining 

this knowledge. 

to an a r t i c l e 1 related to analyzing your market , the Educational 

Sub ̂ Committee of the Electronic Industries Association Distributor 

Relations Committee points out that the electronic distribution industry 

is in a transit ion period, with the service dealer market leveling itself 

out, and the industrial market becoming broader and increasing rapidly. 

With this condition existing, a thorough market analysis Is needed. The 

Committee suggests that such an analysis should begin with the market 

a rea being defined on the basis of proper balance between required sales 

1 
Educational Sub-Committee of the Electronic Industries Associa-

tion Distributor Relations Committee, "How to Analyze Your Market; 
Sales Analysis and Market Coverage. " NEDA Journal, XIX (September, 
19M), 0-12. 

98 
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volume and distribution costs. Factors such as competition* distance, 

natural barriers, normal flow of trade, and historical sales experience 

should be considered. Customer data should be secured such as product 

lines carried, sales volume, buying habits, and information regarding 

key personnel and owners. It is suggested that sales areas or districts 

be created based on the preceding information received. 

Products should be analyzed and studied with the purpose of 

establishing broad product categories within the accounting system in 

order to maintain proper inventory control levels. Sales performance 

records should be maintained on each customer and salesman. The 

Committee believes this information can be utilized in establishing 

realistic sales objectives. They also note that there is a point reached 

where sales cost to low volume customers becomes a prohibitive, thus 

corrective action would be needed. 

It is pointed out that management must use the information mentioned 

in the foregoing, to addition, management must align product availability, 

company policies and service in accordance with the market and customer 

requirements. This article is summarized by the following: "the distrib-

utor's role to improving market coverage is basically that of having full 

knowledge of the market and the sources within that market from which 
a 

sales must be derived. " 

2Ibid., p. 12. 
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It is intended that this r e sea rch study provide the basis for an 

analysis of the viewpoints and opinions of radio-television service dealers 

regarding their buying habits, motivation factors , sources of supply, and 

plans for the future. The findings should provide facts which can be ut i -

lized by radio-television service dealers , electronic par t s wholesalers, 

and manufacturers in planning and programming for more efficiently and 

effectively serving themselves, their cus tomers , and their industry. 

Presentat ion and Summary of the Sample 

Questionnaires were mailed to every radio-television service 

dealer listed in the Dallas, Texas and Fort Worth, Texas yellow page 

telephone d i rec tor ies . In addition, questionnaires were mailed to the 

attention of radio and television service managers of ail ma jo r department 

s tores , furni ture s tores , chain s tores , discount s tores , and national t e l e -

vision service agencies located in Dallas and Tar ran t counties. Addi-

tional questionnaires were mailed to principal radio and television dealers 

located in North Central Texas. This listing of dea lers was obtained f rom 

repor t s of taxes paid to the State of Texas during 1980 by each of these 

dealers . Complete details of the sisse of the sample, the a r e a s covered, 

and the re turns received are shown in Table VIII. 

An effor t was made to collect a s large a sample as possible, 

particularly in Dallas and Tar ran t counties. It was discovered af ter 

the mailing of questionnaires, that a March, 1980 telephone directory 
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had k e n used for the Tarrant County mailing. This partly accounts 

for the high percentage of "returned unclaimed" questionnaires for 

Tarrant County. This proved beneficial in one respect* however, since 

a very high rate of service dealer turnover was detected when a thorough 

investigation was made. A total of 172 service dealers are listed in the 

March, 1062, Greater Fort ?/orth Yellow Page telephone directory as 

compared to 170 service dealers being listed in the March, 1060 d i rec t -

ory. This indicates a lack of growth in the number of f i r m s for the radio-

television service industry in the Fort Worth a rea . A fur ther study 

revealed that 51 service dea lers were listed in the 1982 directory that 

were not listed in the 1960 directory. While this would f i r s t seem to indi-

cate growth as a resul t of new businesses, it only indicates turnover, since 

there were 49 dealers who were included in the 1960 directory, but miss ing 

f rom the 1962 directory. This r epresen t s a turnover of businesses of 

approximately 22 per cent every two years . 

A second mailing was made to the 51 dealers listed in the 1962 

directory who had not previously received a questionnaire. This is 

included in the total shown in Table VIII. 

Dallas and Tarrant County returns were separated primarily to 

determine if any major differences in buying motives and habits existed 

between the two markets. 

It can be noted in Table VIII that a separate group of samples was 

taken for an a rea designated as "major t rade a r ea s . " This sample 
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consists of questionnaires mailed to and received f r o m the following 

ci t ies: Waco, Wichita Fal ls , Tyler, Abilene, and Sherman. Each of 

these ci t ies has electronic par ts wholesalers that per form most of the 

se rv ices of wholesalers in Dallas and Tarrant Counties. These ci t ies 

a re growth markets , hut a re possibly s t i l l attached to the Dallas and 

Tarrant County marke ts to some degree, 

A fourth group of samples was taken f rom smal ler cities* It was 

believed that these re turns , many f rom ci t ies ru r a l in nature, would 

differ considerably f rom the samples of other groups. Each of these 

ci t ies is located outside Dallas and Tarrant Counties, is smal ler in 

population than the major marke ts previously mentioned, and is not 

served by an electronic par t s wholesaler within the city. Questions 

relating to delivery, and picking up merchandise could, naturally, not 

be utilized in evaluating the sample of this group, or in the total. This 

group is being r e fe r r ed to as secondary marke ts . 

It should be noted f rom Table VIII that there were four questionnaires 

returned but not included in the total . These re tu rns had one of the follow-

ing notations made by the dealer : 

1. Do not service T. V. and radio; therefore , do not buy par ts . 

2. Sorry, we quit the business. Could not make any money in 

the T. V. or service business on T. V, 

3. We do not service television. 

4. Out of business. 
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Only 3 per cent of the Dallas County re turns and 7 per cent of the 

Tarrant County re tu rns indicate the principal business activity as being 

sa les . This contras ts noticeably with the 3? per cent of major market 

respondents reporting sales as their prime business. 

ft should be noted at this point that 108 of the 126 respondents* or 

88 per cent requested that they receive a summarized copy of the findings 

of the study. This indicates a very high degree of interest in the problem, 

part icularly since it was pointed out in the let ter accompanying the ques-

t ionnaires that a signature was not necessary, unless the respondent 

desired a copy of the findings. 

Buying Habits and Fac to r s Motivating The Radio-Television 
Service Dealer to Purchase 

Methods of Placing Orde r s 

The service dealer utilizes practically every known method of 

placing o rde r s for his requirements; however, his most frequent method 

is use of the telephone. Table X indicates that 89 per cent of all o rde r s 

are placed by telephone as compared to only 2 per cent by mail o rder . 

The importance of the distributor salesman as the recipient of 

o rde r s var ies greatly by area . Only 22 per cent of the dea le r ' s o rde r s 

are placed through the distr ibutor salesmen in Tarrant County, 29 per 

cent in Dallas County, and 9 per cent in the major t rade a reas . This 
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contrasts greatly with the high of 63 per cent of orders of secondary 

market dealers being placed through salesmen. 

Better than am fourth of all orders are placed by the dealer going 

to the distributor 's store and picking up what he wants. When this figure 

is added to the orders placed by telephone* the importance of the inside 

salesperson or counterman becomes significant at the distributor level 

since this points out that the inside salesman is in direct contact with 

the customer by means of personal contact or by telephone contact when 

two thirds of all orders are placed. 

The results shown in Table X would lead one to believe that xnall 

orders are practically a thing of the past when considered as a means of 

placing orders . Only approximately 2 per cent of all orders are placed 

by mail. 

There was one reply which indicated that 65 per cent of its purchases 

were mad© through material control. This, apparently, is a chain or 

factory servicing organization. 

Purchasing Habits 

An attempt was made to determine information regarding purchasing 

habits of the service dealer. Table XI points out a significant weakness 

of the service dealer in that he, apparently, is trying to place an order 

with a majority of the salesmen who contact him. In fact, in the major 

and secondary markets, two thirds of the service dealers attempt to give 
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TABLE XI 

FEB CENT OF SERVICE DEALERS WHO ATTEMPT 
TO GIVE BUSINESS TO EACH SALESMAN 

CONTACTING THEM 

Area % Who 
Do 

% Who 
Do Not 

Total 
Number of 

.Replies 

Dallas County 40.0 §0.0 60 

Tarrant County 44.4 s&.e . 27 

Major Market® 00.7 33.3 15 

Secondary Markets 07.5 37.5 10 

Total 47.5 52.5 118 

each salesman who contacts them an order . This is important to the 

wholesaler also, since it points out a lack of loyalty to any one whole-

sa ler by the service dealer . It would also mean that by increasing the 

frequency of contact* the wholesaler could produce additional orders , 

but of diminishing size, since the available business of the service dealer 

remains the same. As competition increases the number of salesmen 

who are contacting service dealers , o rders wbuld become smal ler for 

the same reason. When this is related to data presented in Table X, 

which indicates only 31 per cent of the total orders are placed through 

salesmen, who contact the service dealer, the problem becomes more 
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acute and increasingly difficult to evaluate when attempting to determine 

tee importance of the distributor salesman as a means of increasing 

business, 

Th@ amount of time consumed in preparing an order with each 

different sales representative should be given greater consideration by 

the service dealer. Since his time is what h® has to sell, it would appear 

that the service dealer could become more productive if he were to 

spend hi® time with fewer salesmen, rather than spending time with each 

representative who calls on him. 

Purchase Motivation Factors 

One of the principal purposes of this study was to determine 

reasons or factors which motivate a radio-television service dealer to 

make a purchase. Each questionnaire asked the service dealer if he 

was: definitely motivated to purchase for any of the specific reasons 

listed; if he was motivated only on occasion! or if he was never moti-

vated for the reasons given. 1 was felt that a degree of importance 

could be placed on the motivation factor in this manner, since It was 

possible for the service dealer to indicate a value for each factor. A 

total of all replies for each motivation factor is presented in Table XII. 

The large sample included in this table indicates an above-average 

interest in the question. The total replies given to each factor varied 

f rom 73 to 112. Quality of the product, followed by fast delivery service 
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received the largest number of replies, indicating each to be a definite 

reason for making a purchase. Consignment, rebate on purchases, and 

allowances on test equipment and trucks received the greatest response 

for not being a factor determining a purchase- Close-out merchandise, 

and gifts and premiums were the factors most often mentioned as occa-

sionally motivating the respondent to make a purchase. There were a 

number of write-in answers, indicating other motivation factors such as: 

availability of parts; convenience; warranty replacements; sincere appre-

ciation of my patronage; wholesalers who refuse to sell retail; and sa les-

men who can make decisions that stick with company — not just promises. 

K was felt that while the foregoing pictures some degree of impor-

tance of each factor, a single relationship combining these degrees of 

importance into a single value could be established. Therefore, as a 

part of Table XXI a relative importance factor was established by assign-

ing a value to each reply. An arbi trary unit value of plus two was given 

to each reply indicating the factor was a definite motivating reason for 

making a purchase. If the factor only occasionally motivated the respond-

ent to purchase, it was assigned a unit value of plus one. M the factor 

never motivated the respondent to purchase, it was assigned a negative 

value of minus one. Column five (5) of Table x n shows the value units, 

the percentage total of value units of each factor, and the rank of impor-

tance of each motivation factor when using this method. Quality of product, 

fast delivery service, a liking for the company, and a liking for the 
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salesman, listed in the order of importance, account for 70 p@r cent of 

the reasons motivating the service dealer to make a purchase. It is 

significant to note that quality of product and fast delivery service 

combined are greater motivating fac tors than are all combined price 

cuts, close outs, rebates and discount fac to rs . 

It is interesting to note in Table XII that "liking the sa lesman" has 

a relative importance motivation factor of only 14 per cent; yet, nearly 

one half of the service dealers indicate they attempt to give each sa les -

man contacting them an o rde r . B would appear almost that the service 

dealer fee l s an obligation in placing an order because of the personal 

contact. This brings to mind some question as to the effectiveness of 

a well trained sa lesman in securing business, versus that of an inex-

perienced salesman and his productive capacities so long as each is 

contacting the service dealer with equal f requency! 

Careful analysis of Table XII should prove beneficial to all whole-

sa l e r s and manufacturers , part icularly in their overall merchandising 

plans. Data contained in Table XII were complied for each individual 

marketing area , but were not included in this study because there was 

very little variation of the individual marke ts f r om that of the total . 

Additional effor t was made to determine motivation fac to r s of the 

service dea lers by asking that they note only the two most important 

fac to rs which motivate them to make a purchase. The resu l t s of this 

question are shown in Table XIII. 



114 

T.ABLF XIII 

FACTORS MOTIVATING THE RADIO-TELE VISION SERVICE DEALER 
TO MAKE' A PURCHASE WHEN RESTRICTED TO THE CHOICE 

OF THE TWO MOST IMPORTANT MOTIVATION FACTORS 

Motivation Factor 
Number 

Replies* 
% of 

Replies 
Rank of 

Importance 

Fas t delivery service 50 30.72 1 

Quality of product 54 28.12 2 

Li te the company 33 17.19 3 

Added cash discount 17 3.85 4 

Life® the salesman 13 6. 77 5 

Cut pr ices 6 3.12 6 

Allowances cm purchases of 
tes t equipment, t rucks . 
etc. 4 2.08 7 

Gifts and premiums 1 .53 8 

Close out merchandise 1 .53 8 

Consignment 1 . 53 8 

Rebate on purchases 0 .00 11 

Convenience of wagon jobber 0 .00 11 

All other fac tors 3 1.56 13 
•Data compiled f rom repl ies of 105 r e s ' aondents in N orth Central 

Texas. 

Fast delivery service is the most important motivating factor to 

this survey question, while quality of product r a t e s close in importance. 
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with a liking for the wholesaler ranking third. These three factors 

account for 76 per cent of the total replies. Such things as gifts, close 

outs, consignments, rebates and the wagon jobber have little importance 

as being the prime motivating factor for purchases. 

TABLE XIV 

THE AVERAGE DISCOUNT REQUIRED TO MOTIVATE 
SERVICE DEALERS TO (1) PICK UP 

THEIR MERCHANDISE, AND TO 
(2) PICK UP AND PAY CASH 
FOR THEIR MERCHANDISE 

t o Pick Up ¥ 0 Pick Up and l*ay 
Merchandise • Cash for Merchandise* 

Area Number Average % Number Average % 
of Discount of Discount 

Replies Required** Replies Required** 

Dallas County 31 9,3 34 12.6 
Tarrant County 11 9.5 14 8.6 
Major Markets 4 5. 5 6 7. 8 

Secondary Markets 4 5.5 5 8.0 
Total*** 46 ' l o 1 w l U 

^ W 
the dealer was assumed and made known to respondents. 

••All discounts were totaled and divided by the number of replies 
to order to determine average. 

•••Secondary markets replies were not included in total. Also, 
six replies indicating unusually large percentages were deleted from 
the total. 

The Effect of Discounts on Picking 
Up Merchandise 

An attempt was made to determine how much extra discount would 

be necessary to get the radio-television service dealer to pick up his 
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merchandise; and how much discount would be necessary to get him to 

pick up and to pay cash for his merchandise. The resul t s in Table XIV 

would seem to indicate that the service dealer has little interest in 

e i ther of these proposals, regard less of the discount, since the response 

to this question was less than one half that of most other questions; and 

the repl ies totaled only approximately 40 per cent of the sample re turns 

completed. However, based on the limited re turns , a discount of approxi-

mately 9 per cent would have to be offered in order to induce the service 

dealer to pick up his merchandise. A discount of 11 per cent would have 

to be given in order for the service dealer to pick up and pay cash for his 

needs. This should have some significance to the service dealer , whole-

saler, and manufacturer in not only indicating the importance of delivery, 

but also the high value placed on delivery when related to cost . 

An assumption was made in this question that there would be a 

wholesaler located within three miles of the dealer s tore . It is believed, 

however, that possibly some respondents did not understand the question 

since one reply indicated a question; another replied "not pract ical" . 

Also, there were six respondents who answered with such large percent-

ages that it is felt they misinterpreted the question to mean that if a cash 

and ca r ry store were located within three miles , they would patronize 

these s tores . Their averages were 66.2 per cent to pick up, and 95 per 

cent to pick up and pay cash. Secondary marke ts were not included in 

the totals of Table XIV since they do not have wholesalers located within 

the city. 
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Because of the foregoing reasons, the findings presented in Table 

XIV are considered to be of limited value with the exception of Dallas 

and Tarrant Counties. An interview-type of survey requesting answers 

to this question would probably receive better and more accurate results, 

since the question could be clarified. 

The B ad io-Tele vis ion Service Dealer's 
Sources of Supply 

The Number of Supply Sources 

In an effort to determine as much information as possible regarding 

his sources of supply, each service dealer was questioned as to which 

distributors he had made purchases from this year, and what percent of 

the service dealer's total purchases did each distributor receive. From 

the 119 completed questionnaires. Tables XV and XVI were prepared. By 

totaling the number of distributors from whom all dealers had made pur-

chases, it was possible to determine that each radio-television service 

dealer averaged making purchases from three and one-fourth suppliers. 

It is quite n o t i c e ^ e in Table XV that the Major Market service dealer 

purchases from one less distributor than dealers located in other areas. 

This is important when considered from the viewpoint that the Major 

Market dealer is dividing his business among slightly more than two 

sources, whereas all other dealers are dividing their business among over 

three sources. This could be of importance to both the distributor and 

manufacturer from a distribution standpoint. 
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per dealers mentioned in Table XV into 100, which gives a closely 

related answer of 31 per cent average amount of business which each 

distributor should receive from each service dealer. 

Table XVI reports the average amount of business received by the 

number one source of supply as reported by each dealer. This average 

figures 60 per cent for all reporting dealers, which Is more than double 

the theoretical average mentioned in the preceding paragraph. It must 

be noted that this 60 per cent is the total of all number one sources of 

supply and not any one individual source of supply. It is significant to 

note, however, that the radio-television service dealer gives two thirds 

of his business to his number one choice of wholesalers, and divides the 

remaining one third of his business among two and one-fourth ot ter 

wholesalers. Therefore, unless a wholesaler is the dealer 's number 

one source of supply, he can expert to receive only an average of about 

15 per cent of the dealer 's business by being the dealer 's second, third, 

or fourth choice of supply. 

As previously mentioned, no effort was made to point out the 

importance of each individual distributor by name because of competitive 

reasons. A complete listing of all distributors mentioned as sources of 

supply is shown in the appendix. An effort was made to determine the 

number of sources of supply mentioned in each marketing area and to 

relate this to the amount of business placed by the radio-tele vis ion 
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service dealer with each distributor. By adding the percent of business 

received by each distributor, and totaling the percentages for the three 

distr ibutors receiving the greatest amount of business, it was possible 

to develop Table XVII. It can be seen f*om this table that the three top 

dis tr ibutors account for over SO per cent of the total business in each 

a rea . The significance of this in such a r ea s as Dallas County is great , 

where the three top dis tr ibutors receive 52 per cent of the business and 

the balance of seventeen dis t r ibutors mentioned as sources of supply are 

splitting the minor part , or 48 per cent of the business. This would 

seem to indicate: (1) an industry being dominated by very few at the 

distribution level; (2) too many wholesalers in the business for maximum 

profits; (3) that the manufacturer should use caution in establishing new 

distr ibutors; and (4) that persons interested in going into the electronics 

service par ts distribution should use a s imilar degree of caution in 

determining their market potential before entering the field. 

It is interesting to note in Table XVII that the sources of supply in 

secondary markets exceeded the number of dealers reporting. While 

the importance of this may be small , because of the size of the sample 

of the reporting dealers, it continues to point out not only the possibility 

of too many wholesalers in the business, but definitely points out again 

that the radio-tele vis ion service dealer is attempting to divide his busi-

ness among too many different sources of supply. 
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TABLE XVII 

A COMPARISON OF DISTRIBUTORS MENTIONED AS SOURCES OF SUPPLY 
WITH THE PERCENTAGE OF BUSINESS OF THE THREE DISTRIBUTORS 

WHO RECEIVED THE GREATEST AMOUNT OF BUSINESS 

Market Area 

Number ! 

Distributors 
Mentioned 

As A Source 
of Supply 

Percentage 
Points 

Received 
By Top 3 

Distributors 

Number 
Dealers 

Reporting 

Average 
% of Total 
Business 

Placed 
with 
3 Top 

Distributors 

Dallas County 20 3279 63 52.0 

Tarrant County 16 1343 24 55.9 

Major Markets 13 708 16 49.9 

Secondary Markets 22 1010 16 $3.1 

Total 44* 6431** 119 54.0** 

•The total shown eliminates duplication of source* among trade areas 
and elimination of branch operations. 

••The total shown is an average of the total of each market as presented 
withiii the table. 

Per Cent of Market 

From the original survey question mentioned at the beginning of the 

sources of supply section relating to the percent of business placed with 

each distributor, it is possible to determine the approximate percentage of 

market being sold by each distributor- For example, in Tarrant County the 

reporting dealers representing 2400 total percentage points of business 
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indicated they placed their business with 18 different suppliers . The 

number on© supplier received 488 percentage points of the 2400 percent-

age points available. This is 20 per cent of the total, which indicates that 

the number one wholesaler in Tar ran t County is receiving an average 

20 per cent of ail business in the county. The number two wholesaler 

received 453 percentage points, or 19 per cent of available business. 

The number three distributor received 402 percentage points, or 17 per 

cent, and the number four distributor received 393 percentage points, or 

16 per cent of the total business in the comity. These four sources of 

supply a re receiving 12 per cent of the market , or total available busi -

ness . The other twelve sources of supply a re , therefor®, sharing approxi-

mately 28 per cent of the remaining business. This, too, would seem to 

indicate that there are too many dis tr ibutors serving the a r ea . 

Sources of Supply Doing The Best Job 

Each radio-television service dealer was questioned as to which 

distr ibutor does the best job, and why. A total of 111 respondents reported 

24 different dis tr ibutors as doing the best job. The number of dis t r ibutors 

mentioned varied f rom eight in Tarrant County to ten in Major Markets; 

eleven in Secondary Markets, and twelve in Dallas County. About the only 

significance to the number of different dis t r ibutors mentioned as doing a 

good job is that it has little relationship as to how the service dealer places 

his business. This was indicated by the fact that where eight dis tr ibutors 
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wholesalers as guides to improvement. Personal attention and 

courteous treatment, efficiency and accuracy, and cooperation and 

fairness would briefly summarize practically all other reasons. There 

was only one adverse comment in the entire group of reasons. K made 

note that "there is not a good one in the lot. " 

TABLE XIX 

NUMBER AND PERCENTAGE OF RADIO-TELEVISION SERVICE 
DEALERS MAKING PURCHASES FROM OUT OF STATE 

CATALOGUE MERCHANTS 

Market Area Dallas 
County 

Warrant 
County 

Major 
Markets 

Secondary 
Markets Total 

Total Respondents @1 29 17 1? 124 
Number who purchase 

f rom catalogue 
merchants 18 3 5 2 28 

Per cent who purchase 
f rom catalogue 
merchants 21. 2 27. S 29.4 11. 8 22.6 

Out of State Sources of Supply 

An effort was made to determine the importance of out of state 

catalogue type wholesalers as a source of supply to the radio-television 

service dealer. Table XIX indicates an average of 22 per cent of all 

respondents make purchase# from out of state catalogue merchants, ft 

should be noted that 20 per cent of the dealers located in Major Market 

areas make purchases from these catalogue houses as compared to only 

12 per cent of the Secondary Market dealers. Probably of greater 
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importance to manufacturer and distributor, however* are the reasons 

for these purchases- Table XX indicates the number one reason given 

to be lower prices. This reason accounted for 34 per cent of the total. 

Merchandise not being available locally accounted for 29 per cent of the 

reasons, and specialty parts and replacements* a related reason, 

accounted for 11 per cent, ft must be noted that four respondents gave 

reasons for not purchasing from out of state catalogue houses. Their 

reasons basically concerned time lag, distance, inferior products, and 

a dislike for chain s tores . 

TABLE XX 

REASONS RADIO-TELEVISION SERVICE DEALERS 
PURCHASE FROM OUT OF STATE 

CATALOGUE MERCHANTS 

Reasons Given by 28 Respondents Number 
Replies Total 

Low prices, bargains, close outs, discount 
When merchandise is not available locally 
Occasionally, special parts, German parts, 

replacements 
For obsolete, unobtainable items 
Our home office, material control 
Only on ra re occasions 
Distributor of television in this area 
Better buy 
rhey are too far away if something goes wrong 
Time element too long 
No, inferior products 
^°* 1 d o not like chain stores; trade at home 

12 
10 

4 
1 
1 
1 
1 
1 
1 
1 
1 
1 

34.2? 
28. §6 

11.48 
2. 83 
2. 88 
2.86 
2. 86 
2. 88 
2.86 
2.86 
2. 86 
2.88 

Total 35 100.00 
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Data Beneficial to the Radio-Television 
Electronics Industry 

A great deal of the data collected in this study contains information 

that should prove beneficial to all marketing levels of the electronics 

parts industry. The purpose of this portion of the study is to present 

the data that would be of interest to more than one phase of the industry. 

The Number of Distributor Parts Salesmen Contacting 
Radio-Television Service Dealers 

Each radios-television service dealer was questioned as to how 

many distributor parts salesmen call on him. The results of this survey 

question are shown in Table XXI. It is revealed that an average of three 

wholesale salesmen contact each service dealer. It is important to note 

the great amount of variation of sales coverage in each of the different 

trading areas. The service dealers in Major Market trading areas have 

only two and one -fourth salesmen contacting them, whereas dealers in 

Fort Worth have over three and one-half salesmen contacting them. It 

is important to relate this table to Table XI, which indicates that 48 per 

cent of the service dealers attempt to place an order with each of the 

salesmen who contact him. It appears that the service dealer is spend-

ing too much of his time with salesmen when this time could be used for 

producing revenue. It is quite possible that by giving more of his busi-

ness to one salesman that his importance to that salesman and source of 

supply would be increased with possible increased benefits. The wholesale 
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TABLE XXI 

DISTRIBUTOR PASTS SALESMEN CONTACTING BACH 
RADIO-TELEVISION SERVICE DEALER 

Trading 
Area 

J 111 .mum ** M' ! * 

Number of 
Respondents 

Average Number of 
Salesmen Contacting 

Service Dealer 

Dallas County 63 2. 86 

Tarrant County 24 3.63 

Major Markets 17 2.24 

Secondary Markets 17 3.29 

Total 121 2.98 

salesman would be wise to encourage this type of thinking on the part of 

the dealer. 

An important fact was revealed when completed questionnaires f rom 

within the City of Dallas were separated from Dallas County and question-

naires f rom within the City of Fort Worth separated f rom Tarrant County, 

The average number of salesmen contacting City of Dallas dealers 

increased from 2. 9 to 3. 3, The remainder of Dallas County dealers 

were contacted by only 1. 9 salesmen per dealer. Dealers in the City of 

Fort Worth were contacted by 4. 1 salesmen, whereas the balance of the 

Tarrant County dealers were contacted by only 1. 9 salesmen per dealer, 

M would appear from this and a study of Table XXI that the wholesaler 



131 

is working the city markets and the Secondary Markets, but is overlooking 

a vast business potential which is located close to his business operation. 

Discounts Received on Receiving Tubes 

The price which a business ei ther has to pay, or will pay for its 

merchandise is of interest to all members of the industry. The sale of 

the receiving tub© has historically been the heart of the radio and t e l e -

vision service dealer business . No mat ter which level of the marketing 

process is considered, the sale of receiving tubes is of prime impor-

tance. Although tube sa les h a w continued to drop each year since the 

introduction of the t r ans i s to r , they st i l l represent approximately 20 

per cent or more of the radio-television service dea le r ' s income, and 

approximately 40 per cent of his purchases f rom wholesalers . ' Table 

XXII summar izes the discounts off manufac turer ' s suggested list pr ices 

as received by service dealers on the purchases of receiving tubes. 

About 41 per cent of the respondents appear to be receiving discounts 

of 50/SO per cent. Only 10 per cent of the respondents are receiving 

less than 50/10 per cent discounts, whereas better than 44 per cent a re 

receiving discounts above 50/10 per cent. Of the fourteen respondents 

3 
Percentage revenue and profit f igures quoted in interviews by Ray 

Miller, Manager, Scooter's Radio Supply Co. , Fort Worth, Texas, and 
Sidney L. Hawkins, Administrative Assistant, Service Dealer Products# 
Adleta Electronics Co., Dallas, Texas. 
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reporting other discounts, seven reported discounts above 50/10 per 

cent up to 70 per cent plus. One respondent reported a discount of 

35 per cent; the remaining six did not write in an answer. The median 

average of discounts received by all service dealers is 50/10/5 per 

cent. It should be pointed out that no effort was made to relate discounts 

to brands of tubes. There is some indication of the relationship of 

private, foreign and domestic tube purchases presented in Table XXHI, 

however- It should be noted by all levels of the industry that in any 

business where such large profit margins exist on a product that this 

product and industry become highly susceptible to discounting and 

increased competition from sources both within and outside the indus-

try. ft would be wise to give consideration to elimination of suggested 

list prices, or to at least substitute more realistic profit margins. 

Purchases of Foreign and Private Brand Merchandise 

The continual increase in imports and the effect of private brands 

of merchandise has had a great impact on the electronics industry. The 

effect that each of these factors has on each marketing level and on the 

consumer must be reappraised often. In order to better appraise these 

factors, the r adio -te Is vis ion service dealers we re surveyed regarding 

their purchases of private and imported brands of electronic parts amj 

tubes* The results have been reported in Table XXIII. At first glance. 



134 

it would appear that radio-television service dealers to the North 

Central Texas area have a resistance to private brands of electronic 

parts and tubes, and an even greater resistance to foreign brands. 

However, a closer look reveals over SO per cent of the service dealers 

are purchasing private brands of tubes. Over 35 per cent of the Dallas 

County dealers report that they purchase private brands of tubes. 

Twelve per cent of all dealers report purchasing imported tubes, and 

16 per cent report purchasing imported parts. Pearly 28 per cent of 

all respondents report they purchase private label electronic parts . 

With such large percentages as these, it must be concluded that both 

private brands and imported brands of electronic parts and tubes are 

an important part of today's electronic parts service dealer business. 

The service dealer must select the route most advantageous to him in 

merchandising, either foreign or domestic tubes and parts . He should 

test consumer reaction before making any big or definite change. The 

manufacturer has several possibilities to following along these lines. 

He can increase his advertising and place greater emphasis toward 

selling the ultimate consumer on the quality and features of his domestic 

built products. He can give consideration to using imports as part of 

his standard merchandise. Or he can make available a second line of 

imports that would parallel his domestic line of products. » is also 

possible for the manufacturer to make imported lines available to 

wholesalers or large dealers utilizing the wholesaler or dealer ' s choice 
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of private brand names. The wholesaler can follow methods of 

merchandising similar to those suggested to the dealer and manu-

facturer. It would probably be wis# for them to aither develop their 

own private label for ail types of products, and/or to work with the 

manufacturer who is presenting a strong merchandising program along 

one or more of the suggestions mentioned in the foregoing. 

While lower prices is the factor creating the increased emphasis 

on foreign and/or private brand merchandise, it is important to evaluate 

the quality of each product considered before making final merchan-

dising decisions. Defective merchandise and increased failure rate can 

quickly affect any price advantages. 

Receiving Tube Purchases As Related to Revenue 
and Profit 

^ possible to determine with some degree of accuracy the actual 

size of the average radio-television service dealer. This is accom-

plished by means of projecting the service dealer 's average receiving 

tube purchases with known cost prices, and relating this to the compo-

sition of their total revenue. According to reliable industry sources*4 

the radio-television service dea le r^ revenue basically consists of 

income from labor received from diagnosis and repair, and from sales 

of receiving tubes, picture tubes, and parts and accessories. Labor 

^ lb id. 
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represents approximately 50 per cent of the service dealer'® revenue 

and a 100 per cent contribution to gross profits; receiving tubes repre-

sent 20 per cent of the service dealer 's revenue, whereas picture tubes 

represent 8 per cent, and component parts and accessories represent 

25 per cent of their total revenue. From a profit standpoint, the service 

dealer earns approximately 40 per cent on parts and accessories, 25 

per cent on picture tubes, and approximately 50/10/5 per cent on 

receiving tubes when purchased at the median average purchase price 

noted in Table XXII. The wholesaler's profit margins average approxi-

mately 30 per cent on parts and accessories, 23 per cent on picture tubes, 

and 18 per cent on receiving tubes when sold at the average median discount 

of 50/10/5 per cent. 

Table XXIV presents data from respondent service dealers 

indicating their total receiving tube purchases, average per dollar, 

and an average cost of purchases of receiving tubes when figured at an 

5 

approximate factory to distributor cost of eighty-seven cents per tube 

for American made receiving tubes. Suggested resale prices to the 

consumer were calculated on the basis of approximately 65.5 per cent 
5 
Average factory to distributor cost of eighty-seven cents per 

receiving tube was obtained from Guy Rutherford, Dallas, Texas, 
Regional Representative for the Radio Corporation of America. This 
is the current average billing price per receiving tubes to distributors 
in the Southwest Region. 
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T^BLE XXV 

COMPOSITION OF REVENUE AND GROSS PROFIT 
OF THE SERVICE DEALER 

Revenue and Profi t 
Components 

"Per (Sent 
of Total 
Revenue 

Dollars 
Revenue 

P e r Cent 
Contributed 

to Profi t 

: Dollars 
Gross 
Profi t 

LaEoF 
P a r t s and Accessories 
Picture Tubes 
Receiving Tubes 

§5 
25 

5 
20 

$1656.25 
828.12 
165.83 
662. 50 

100. *0 
40.0 
25.0 

50/10/5 

$1656.25 
331.25 

41.41 
283.22 

Total Rew'nue* ! $^3ia .50 | 69/8 Win. 13 
•Source: Table X! KIV. 

dealer an purchases of receiving tubes Is a discount of 50/10/5 per cer t 

off l ist . This means the average service dea le r ' s expenditures per 

month for receiving tubes is $280. 90; this is also the dis t r ibutor ' s poten-

t ia l average revenue per dealer on sa les or receiving tubes. It can be 

TABLE XXVI 

COMPOSITION OF REVENUE AND GROSS PROFIT OF THE 
ELECTRONIC PARTS WHOLESALER FROM SALES 

TO RADIO-TELE VISION SERVICE DEALERS 

Revenue and Profi t 
Components 

Dollar 
Revenue* 

Average 
Pe r Cent 
Profi t** 

Dollar 
Gross 

Prof i t 
P a r t s and Accessor ies 
Picture Tubes 
Receiving Tubes 

$ 496.87 
124.22 
379.28 

i c l o 
23.0 
18.0 

28. 57 
68.27 

Total" Re venue*"™" $1000.37 24.6 | $245. 90 
•Source: Table XXV, differ© nee in gross profit and r« mnm, 

except for labor not included. 

••Industry Sources, Footnote 3. 
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noted that at a discount of 50/10/5 per cent, an average dollar g ross 

profit on receiving tubes per dealer by the wholesaler would be $50. 35 

per month. At f i r s t glance this might seem impressive, but when it is 

recalled that the service dealer divides his business among three and 

one-fourth sources of supply, an average gross profit of only $15,47 

per wholesaler can be expected. Table XXVI indicates the revenue per 

month of wholesalers f r om the average service dealer to be $1000. 37. 

Gross dollar profit of 24.6 per cent, or $245. 90 can be anticipated. 

When dividing this by three and one-fourth sources of supply, an ave r -

age g ross profit of only $75.66 per wholesaler per dealer can be expected. 

The question before the wholesaler now is: "can he provide the required 

serv ices to the dealer within this margin of profi t? '1 

The service dealer '# total revenue in Table XXIV was obtained by 

multiplying his average monthly receiving tube dollar sa les at the sug-

gested list price by five. This was done because it waa previously stated 

that 20 per cent of the service dea le r ' s total revenue is f r om sa les of 

receiving tube®. The average radio-tele vis ion service dealer , therefore , 

has a total revenue per month of $3312. 50. From this can be obtained 

the average dollar profit per month per service dealer . Labor, being 

one half of the revenue, contributes 100 per cent, or $1358.25 to g ross 

profit; pa r t s and accessor ies a re 25 per cent of total revenue with an 

average profit of 40 per cent, or $331.25; picture tubes are 5 per cent 
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of the total revenue with a gross profit of 25 per cent, or $41.41; and 

receiving tubes, as mentioned, account for 20 per cent of the service 

dealer1® revenue# and a profit of $283. 22 when purchased at discounts 

of 50/10/5 per cent. A combination of each of these percentage of 

revenue fac tors as related to their individual profit margins reveals a 

cost of goods sold of only 30. 2 per cent, or a g ross profit margin on 

revenue of 69. 8 per cent. Therefor®, based on a total revenue of 

$3312. 50, the average radio-tele vis ion service dealer has an average 

monthly dollar gross profit of $2312.13 before any expenses have been 

deducted. Fur ther discussion of the service dea le r ' s average gross 

profit will be made later in this chapter . 

Total Market Potential 

.Assuming that the respondents and their average purchases a re • 

typical of the market , it is possible to calculate total market potentials 

of the service dealer t rade in Dallas and Tar ran t Counties, and in other 

a r e a s also as long as the number of service dealers are accurately 

known. For example, there a re 290 radio-television service dealers 

listed in the 1962 Dallas Yellow Page telephone directory, and 172 

dealers listed in the Fort Worth directory. By multiplying 290 t imes 

the total revenue per dealer as shown in Table XXIV for Dallas County, 

a total re ta i l potential of $1,083, 125 exis ts . This figure does not 

include many businesses such as furniture and department s tore service 
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departments, or businesses not listed in the directory* but it does give 

an approximation ol the size of the market. In Tarrant County, the 

market is much smaller not only because of the difference to total size 

of the market, but because the average total receiving tubes purchased 

is much less than all other markets. This difference is noticeable 

throughout Table XXIV. However, the 172 radio-television service 

dealers in Tarrant County represent a total dollar potential of $421,400. 

For the aggressive dealer and wholesaler, the potential is great. 

The wholesaler's total potential revenue per month form the 200 

radio-television service dealers in Dallas County is $219,022; and for 

the 172 dealers of Tarrant County a revenue potential of $89,266 per 

month exists. Once again, it must be remembered that these figures 

do not include many potential radio-television service dealers such as 

furniture and department stores. The greater the accuracy in deter-

mining the exact number of service dealers, the greater the accuracy 

in determining the market potential. 

Parts and Tube Inventory 

Proper inventory levels are of prime importance in today*s 

business. This is particularly tnue in the radio-television servicing 

business. Being out of a part when making a house call is extremely 

costly for the dealer to have to call back again. An adequate inventory 

is a great necessity. Equally important, however, is inventory turn. 
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TABLE XXVII 

PARTS AND TUBE INVENTORIES OF 
RADIO-TELEVISION SERVICE 

DEALERS 

Number Inventory Average Dollar 
Market Area of in Inventory Per 

Respondents Dollars Dealer 
Dallas County 58 $146,400 $2524.14 
Tarrant County 26 55,040 2116.02 
Major Markets 18 33, 230 2148.66 
Secondary Markets 14 34,350 2413. 57 

Total u T $2 n , 020 $2398.41 

Without proper inventory turnover* profit® will suffer. Table XXVH 

report® the service dealer to b« maintaining an approximate dollar inven-

tory of parts and tubes of $2400. If this were related to the total revenue 

as shown in Table XXV* an inventory turn of 16.8 times per year exists. 

Were the inventory related to only revenue received from parts and 

accessories, picture tubes, and receiving tubes, a turn of over eight 

times per year still exists. In either case, It would appear that the inven-

tory turn is high. The service dealer would likely reduce his expenses 

and increase his profits if he increased his inventory and reduced the 

number of turns to nearer six turns per year based on parts, accessories, 

picture tube, and receiving tube sales. 

Number of Employees Per Service De*fa»r 

Each service dealer was questioned as to the number of full time 

employees he employed, including himself. The average for all dealers 
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TABLE XXVIII 

NUMBER OF PERSONS EMPLOYED BY RADIO-TELEVISION 
SERVICE DEALERS 

j Number ' Total Average Number 
Market Area J of Persons of Persons 

| Respondents Employed Employed P e r Dealer 

Dallas County j 61 182 2.38 
Tarrant County 28 77 2.7S 
Major Mar tests 17 70 4.12 
Secondary Markets j 10 58 3. 50 

Total j 122 ~~ 385 a. 16 

is 3. 2 persons employed per dealer. Dealers in Major and Secondary 

a reas employ more persons than do Dallas and Tarrant County dealers . 

Table XXVIII provides the details as to number of employees per dealer. 

The average number of persons employed should be related to 

Table XXV and to the total revenue and average dollar gross profit per 

month* For example, the average total revenue per service dealer of 

$3312. §0 divided by the average number of employees per dealer indi-

cates that each employee averages $1048.23 per month revenue. Dollar 

profit per month per employee averages $781. 68. Considering that no 

salar ies , office expenses, overhead, depreciation, advertising, or any 

type of expenses have been deducted, it is questionable as to hom much 

net profit the radio-television service dealer is actually making. A 

fur ther study into these expenses to determine actual net profit or loss 

would be suggested. 
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Service Dealer Requests of the Manufacturer 

Each service dealer was asked how the manufacturer could help 

Mm most. There was a very large response to this question considering 

the fact that all answers had to be written in. A total of 150 suggestions 

from 103 respondents were received. These data have been compiled in 

Table XXIX. While each of the suggested means of assistance are con-

sidered to be self-explanatory, it should be noted that over 40 per cent 

of the replies are requests for assistance in service training, or requests 

for being better served with technical data and servicing information. 

Suggestions that products be designed, engineered, and manufactured 

with quality in mind, and easily accessible for servicing were related to 

over 20 per cent of the replies. Although there were several replies 

which suggested that the manufacturer not sell certain classes of cus-

tomers, most replies were suggestions that would appear to benefit the 

manufacturer as much or more than the service dealer. Practically all 

suggestions should be given thorough consideration as possibilities for 

improvement, including individual consideration to such suggestions as: 

"unnecessary changes without advantages"; "furnish schematics with 

each piece of new equipment"; "pay part of the service cost for the first 

ninety days"; and, "put plugs on all cables and wires going to tuner and 

yoke." 
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Service Dealer Bequests of the Wholesaler 

The service dealers were also questioned as to how the electronic 

parts wholesaler could best assist the dealer. While assistance by 

conducting service schools, and providing technical data ranked high 

in importance, maintaining a good parts inventory and assortment was 

of equal importance. Each of these factors accounted for approximately 

20 per cent of the total replies. Of significant importance to the service 

dealer is his request that the wholesaler sell only to qualified accounts. 

•Approximately 16 per cent of the replies requested the distributor to; 

atop S0lling retail; stop selling back door; stop selling to part t imers; 

and, stop selling discount, grocery, and drug stores. There were three 

requests to sell licensed shops only. As was the case with the request® 

of manufacturers, almost every reply appears to have some meri t . 

Thus, it would be wise for the wholesaler to analyze each reply Included 

in Table XXX. 

Service Dealer Bequests of the Service Dealer 
Association 

Each radio-television service dealer was requested to answer 

the question "How can the service dealer association help you moat"? 

Once again, as was the case with the manufacturer and the distributor, 

the number one request was for assistance, and for the service dealer 

association to provide service training, clinics, technical programs and 
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demonstrations. This single request accounted for 21 per cent of the 

replies, or as much as the next three requests combined. It should 

be noted that 7 per cent of the replies were to favor of a state licensing 

law for radio and television service persons; another dealer thought 

such « law already existed and should be enforced. Four per cent of 

the replies indicated disfavor of licensing legislation. Many of the 

suggestions of means of assistance could prove extremely beneficial 

to the service dealer and could be encouraged by dealer associations. 

Some useful suggestions were: upgrading the service dealer by pro-

moting ethics; providing business aids for profitable management; stand-

ardising service techniques and prices; and, exchanging customer credit 

information. Approximately 11 per cent of the replies were determined 

to be non-association members. Some of these indicated an interest in 

an association, although the majority have & preference of being inde-

pendent. Only three replies appeared to haw strong opposition to associ-

ations of any type. Two of these suggested that associations disband. 

The majority of the dealer replies concerning the service dealer 

association's means of providing assistance were constructive in nature. 

There were a number of replies which would be debatable throughout the 

electronics industry, even among association members. Such debatable 

replies were: state licensing laws for radio and television service 

persons; becoming militant with dishonest dealers outside the association; 
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Merchandising, Training, and Future Plans 
of The Radio-Television Service Dealer 

There are several factors which affect both the long-range, and 

the immediate future of the radio-television service dealer. The 

following are important considerations which may affect the future 

of not only the service dealer, but the entire electronic service parts 

industry: 

(1) Improvement in the quality of radio and television sets 

which reduces the failure rate, and incidence for service, resulting 

in a reduction of income. 

(2) Gradual replacement of receiving tubes by t ransis tors , 

printed circuits, and other similar innovations which reduces not only 

the failure rate of radio and television sets, but eliminates a major 

revenue producing factor which affects the total income of the entire 

industry, 

(3) Anticipated electronic product innovations resulting from the 

past and presently heavy research expenditures. These innovation® 

should produce new consumer and industrial products with a potential 

for Increased revenue fro® both sales and service. At the same time, 

new product knowledge for both selling and servicing these devices will 

be required. 

(4) The effect of color television! Will it be another television 

boom that will provide added revenue from both sales and service ? 
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(5) Competition! What will be the effect of the discounter, the 

stand-up tube checker, the "open door" wholesaler, and the new gener-

ation of electronic technicians? 

(6) Increas ing cos t s , par t icu la r ly labor and equipment . P a r t i c -

ular attention to profit planning is needed as the gap closes between 

costs and profits. 

Although it is not the purpose of this study to solve each of the 

foregoing problems, it is a purpose of this study to determine what the 

radio-television dealer is thinking and doing about some of these 

problems. 

Merchandising Plans 

It was related that 58 per cent of the total respondents included 

in this study were primarily engaged to only the service business, and 

an additional 33 per cent indicated their business to be a combination 

of both service and sales. Since product sales potentially represent an 

additional source of revenue for the service dealer, consideration 

should be given to increasing emphasis on product sales. Table XXXIII 

indicates that 46 per cent of the service dealers do intend to place 

greater importance on product sales. Although this is a minority, it 

must be noted that this would represent a high percent of change, or 

shift in the nature of business. For the wholesaler and manufacturer, 

this should indicate a vast potential of new outlets for product sales. 
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TABLE XXXII 

PLANS OF SERVICE DEALERS TO PLACE GREATER 
EMPHASIS ON PRODUCT SALES 

Replies from Replies f rom 
Dealers Who Plan Dealers'Who Do Not 

Trading Area to Emphasize Plan to Place 
Product Sales Greater Emphasis 

on Sales 

Number % Number % 

Dallas County 23 37.7 38 62.3 
Tarrant County 12 50.0 ! 12 30.0 
Major Markets 7 so.o 7 §0.0 
Secondary Markets 10 76.0 3 23.1 

Total 52 48.4 60 53.1 

Most service dealers, quite naturally, feel that radio and 

television sets would be the most profitable and well suited products to 

sell. According to Table XXXIII over 85 per cent of the respondents 

shared this feeling. Approximately 20 per cent of the respondents believe 

that communication equipment would be profitable and suitable. This 

same per cent held true for the sal® of sound systems, also, S is felt 

that several of the "written in" answers have significance and, therefore, 

should be studied. Par ts and accessories, as well as used sets, would 

appear to be very compatible to the service dealer. From the competi-

tive viewpoint, it may become necessary for the service dealer to 
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attempt to become sub-jobbers for par ts and accessor ies in the future . 

There were three repl ies f rom respondents who felt that product sa les 

of any type would be non-profitable. Another dealer reported that any 

product that will meet the people's needs in his (dealer 's) location 

would be suitable. He is, of course, cor rec t ; however, the question 

remains as to what product. 

Other types of competition continue to reduce the revenue of the 

radio-tele vision service dealer today. One of the more important types 

of competition is the "stand-up type tube checker" . This method of 

testing and selling tubes has appreciably affected the revenue of the 

service dealers . Of interest to the entire industry are methods of 

competing effectively with this mode of selling. Table XXXIV indicates 

that 78 per cent of the service dea lers offer f ree tube checking. In 

cer ta in a r ea s of the nation, service dealers have offered f r ee service 

cal ls on the assumption of profiting f rom the sale of tubes and pa r t s , ft 

is interesting to note that no respondents in the North Central Texas a rea 

report to have offered f r ee service ca l ls as a competitive measure . 

While only 7 per cent of the total dea lers repor t discounting tubes, it 

should be noted that 15 per cent of the dea le rs in Tar ran t County discount 

The "stand-up type tube checker" is that type of tube checker 
commonly found in drug s tores , dr ive-in grocer ies and other high foot-
t raff ic locations. The customer normally checks his own tubes, without 
ass is tance, ei ther professional or otherwise. 
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the offer of professional advice and assis tance appear to be the better 

method of competing. It should be noted that this and most other com-

petitive methods noted are effective only if the customer visit# the dealer . 

No effective methods of keeping the cus tomers f rom using and purchasing 

through us® of the stand-up checkers have been presented. 

Plans for the Future 

The new product innovations and rapid changes within the 

electronics industry make it necessary for the service dealer to 

definitely plan his future . The service dealer must be prepared to 

service the products which will be in use in the future . Table XXXV 

l is ts the products which the service dealers feel they should begin 

msiking preparat ions to be servicing five years f rom now. Color t e l e -

vision was reported by 98 per cent of the respondents as the number one 

product to make preparat ions for servicing. It is interesting to note 

that 100 per cent of the respondents in Dallas reported color television 

as the product to make preparat ions for servicing. This could possibly 

have been anticipated. However, in the instance where 40 per cent of 

the respondents indicated communications equipment as being important* 

for future servicing would probably not have been anticipated. & is also 

doubtful that business machines and electric organs would have been 

anticipated as being as great a potential income producers as is indicated 

by Table XXXV. Write to answers did not indicate any unknown 
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developments. It Is surprising to note that only three replies indicated 

that suggested planning or preparations be made for servicing t rans is -

tors or transistorized products. 

Service Training 

Color television, during recent months, has taken on greater 

importance. E was noted in Table XXXV that 90 per cent of the radio-

television service dealers believed they should prepare now for servicing 

color television five years from now. ft should be noted in Table XXXV1 

that 96 per cent of the dealers feel that being trained in servicing color 

television is important today. This percentage varies from 90 per cent 

to Tarrant County to 100 per cent in Major and Secondary markets. 

TABU& XXXVI 

DEALEHS WHO BELIEVE IT IS IMPORTANT TO BE TRAINED 
IN SEB VICING COLOR TELEVISION TODAY 

Beplies from Replies f rom 
Those Who Those Who 

Marketing Area Believe It Is Believe It Is Not 
Important Important 

Number % Number % 
Dallas County f>l 96.8 2 3.2 
Tarrant County 26 89.7 3 10.3 
Major Markets 15 100.0 0 0.0 
Secondary Markets 17 100.0 0 0.0 

Total 118 95.6 5 4 .4 
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An interesting comparison to this is the number of dealers who 

have had training in servicing color television. Table XXXVII indicates 

only 81 per cent of the service dealers have had training in color te le-

vision. It should be noted that the Tarrant County percentage indicates 

only 72 per cent trained, which is quite a bit below average. Several 

respondents indicated that only a part of their employees had received 

any color training. It is quite possible that the number of individuals 

still untrained is substantial. Particular note of this should be made 

by all levels of the industry with definite plans for action to be formu-

lated. 

TABLE XXXVII 

DEALERS WHO HAVE HAD TRAINING IN 
SERVICING COLOR TELEVISION 

Marketing Area 

Replies from 
Those Who 
Have Had 
Training 

Replies f rom 
Those Who 

Have Not Had 
Training 

Number % Number % 
Dallas County 
Tarrant County 
Major Markets 
Secondary Markets 

51 
21 
13 
15 

82.3 
72.4 
86.7 
88.2 

11 
8 
2 
2 

17.7 
27.6 
13.3 
11.8 

Total ] 100 81.3 ^ 23 18.7 

Some guide as to where the service dealer has beemreceiving his color 

television training, and/or where he plans to receive this training, can 
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be determined from Table XXXVIII. A great amount of dependence is on 

the wholesaler who sells the color television to provide service training, 

it is noted. A total of 72 per cent of the dealers depend upon the color 

television set distributor for training, whereas only 5 per cent depend 

on the regular parts wholesaler, and 9 per cent depend upon the service 

dealer association. Other important sources of color training included: 

publications and trade journals; Sam's Photo Fact color course; corre-

spondence and home study courses; and trade schools. 

Th# service dealer was surveyed as to who was making the greatest 

contribution in providing technical training to him and his personnel. 

Table XXXIX indicates the distributor who sells the product to be the 

most important source of this training. Fifty-four per cent of the 

respondents signify this importance. The manufacturer ranked second, 

with 38 per cent of the respondents, and third in importance was the 

regular parts distributor being mentioned by 21 per cent of the respond-

ents. Fifteen per cent of the replies indicated the service dealer associ-

ation to be providing the greatest amount of technical assistance. Once 

again* Howard Sam's Photo Facts was mentioned by nine respondents. 

Self-teaching along with the assistance of various trade publications 

should be recognized for their importance. Also, the importance of 

trade schools must be noted as a source of technical training. 
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A great deal of data has bean discussed within this study; however, 

a vast amount of data still remains in each of the tables. It is suggested 

that dealers, distributor®, and manufacturers utilize this data for 

improving their individual efficiency and performance within the industry 

they serve. 



CHAPTER VI 

SUMMAHY, CONCLUSIONS, AND 

RECOMMENDATIONS 

Summary of the Findings 

The phenomenal growth of the e lect ronics industry, coupled 

with constant changes and continuous product improvements has 

created many problems for the industry, especially to those engaged 

in the marketing of these products. This study concerns itself with 

problems specifically related to the electronic par ts distribution 

industry. By means of personal interviews with carefully selected 

executive personnel in the electronic par ts wholesaling Industry in the 

North Texas area, and thorough study of industry trade publications 

the problems of greatest current significance were selected for indi-

vidual study. These problems were: 

1. Development of a concept of doing business; 

2. Supplier evaluation; 

3. Three factors relating to the profit squeeze: 

a. Profit margins 

b. The small size order 

c. Delivery problems; 

171 
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4, Market r e sea rch as specifically related to the 

radio-television service dealer market . 

It should be pointed out that the aforementioned problems were 

selected f rom a large group of industry problems found to exist . 

These included: 

1. Inventory control and obsolescence; 

2. Product line duplication; 

3. Bankruptcies within the industry; 

4. Pr ice cutting; 

5. Salesmen's compensation methods; 

6. Customer demands for additional service; 

1. Credit , collections and increasing accounts 

receivable; 

8. New markets and new products; 

9, Sales# product training, and methods of 

sa les promotion; 

10. Increasing competition. 

The purpose at this point in the study was to describe and analyse 

the problems selected for independent study* utilizing case i l lustrations 

where needed to more effectively present the problems or possible solu-

tions to the problems. It was also intended to indicate possible means 

of solving each problem. 



173 

Development of a Concept of Doing Business 

Jh order to obtain maximum efficiency distributors of electronic 

parts must f i r s t decide what they want to be and what they intend to do. 

Decisions as to the image to be created must be the f i r s t decision of 

the dis t r ibutor . This image can be planted f i rmly by establishing a 

written concept of doing business. A concept or philosophy of business 

begins with a purpose and ends with an image. 

By integrating policies of the Adleta Company, a Dallas, Texas 

electronic par t s wholesaler for thirty yea rs , with the ideas or philos-

ophies of various current writers and management leaders , a modern 

concept of doing business has been developed. 

The changing patterns of industry has created the need for planning 

for the future . Today's principles and objectives must be established 

under the customer oriented concept of determining what the customer 

wants, when and where he wants it and what price does he want to pay. 

It must be recognized that business exis ts in order to supply a product 

or service wanted by the customer. 

The need exis ts for the concept to be in writing since it promotes 

a deep delegation of authority, consistency, teamwork, understanding, 

and the continuity and ease of transmission from one generation of execu-

tives to another. The time spent in writing the concepts will be made up 

many t imes over by the executive manhours saved in eliminating repet i -

tive, routine decisions. K is also generally assumed that a person will 
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be a more effective member of an organization if he has a knowledge of 

the purpose of the organization and its operations; therefore , operating 

concepts should be restated in writing. 

Business today, principally has some responsibility and obligation 

to cus tomers , employees, suppliers, ownership, the community, the 

government, and competition. 

In developing a concept of doing business management must assume 

the responsibility for establishing objectives which are understood and 

accepted; the most important of these being: 

1. Creating new markets ; 

2. Anticipating the future; 

3. Training and motivating the business organization 

toward contributing to the Joint accomplishments 

of common goals; 

4. Set high standards for efficiency, service, and 

performance; 

5. Operate within the spir i t and let ter of the law; 

6. And, to communicate the basic purposes and ethics 

of the company to all those in company ranks so 

they may communicate them to cus tomers and 

others outside the f i rm through their actions; 

7. Planning for a profit , for Itself as well as those 

to whom it has responsibili ty. 
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It should be remembered in developing a concept of doing business 

that a philosophy is a basic attitude. It is a f rame of mind. It Is a 

guiding principle and should be a deep conviction. 

Supplier Evaluation 

It has been established that supplier evaluation is a part of product 

planning; and that product planning is definitely a function of management. 

Like most current management problems, the objectives of the business 

enterpr ise need to be established and known prior to beginning the supplier 

evaluation. The purpose of the evaluation also should be known. Is it in 

anticipation of adding product lines, of reducing the number of lines being 

merchandised, or is the purpose simply a periodic review of existing 

sources of supply? 

Evaluation fac tors which were discussed in this study were: 

1. Supplier background and reputation; 

2. Supplier 's policies; 

3. Product line features; 

4. Market potential; 

5. Profi t potential; 

6. Pricing policies; 

7. Competition; 

8. Advertising and sa les promotion; 



m 

9. Special a s s i s t ance policies; 

10. Inventory. 

ft might at f i r s t appear as if t he re a r e too many f a c t o r s to be 

cons idered; however, it should be pointed out that all f a c t o r s do not 

have to be cons idered in eve ry evaluation, The degree of importance 

as re la ted to the decis ion requ i red de t e rmines the extent of the eva lu -

ation f a c t o r s to be cons idered . 

Since evaluation f a c t o r s do vary according to the decis ion requ i red 

it is difficult to es tab l i sh a level of importance to each . The level of 

importance can only be weighed by the person or group who is studying 

and evaluating each f ac to r . F r o m the study a s presented it appea r s that 

the more important evaluat ion f a c t o r s a r e quality, competi t ion, p r ice , 

brand acceptance, and prof i t . When cons ider ing the suppl ie rs erf indus-

t r i a l goods only, the f a c t o r s would likely be quality or re l iabi l i ty , p r ice , 

prof i t , competi t ion, inventory r equ i r emen t s , and dependability in de l ivery . 

A t h ree -page suppl ier evaluation worksheet has been p repa red . The 

f i r s t two pages a r e designed in such a manner that they may be forwarded 

to the suppl ier fo r complet ion and r e t u r n . This would be t ime saving and 

beneficial when an evaluation is being made of al l supp l i e r s . The th i rd 

is re tained and completed in privacy since some of the evaluat ion f ac to r s 

a re of a confidential na tu re . 
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Analyzing Profit Margins 

This study was to provide the basis for an analysis of the cost and 

resa le pr ices and a maintained profit margin of twenty *five different 

types of electronic par ts sold at the wholesale level by the Adleta Company 

of Dallas, Texas. A sampling of 224 invoices were taken at random f rom 

a total of approximately 1100. Pr ice extensions were made and totaled 

for each product type. Invoices were sorted according to each sales 

t e r r i to ry division. Prof i t margins were calculated for each product code 

group as well a s the total. These data have been grouped into tables for 

ease of analysis and comparison. Data concerning average profit margin 

by product and by sa les t e r r i to ry which is also a customer type of c l a s s i -

fication is included. Additional information regarding the total lines 

billed, number of item®, average dollar billing, total dollar cost and 

resa le , and average percent margin of profit for the company is also 

included in the study. 

Sales to service accounts showed a profit margin of 28. 1 per cent, 

while sa les to industrial and commercia l accounts provided a profit of 

28. 6 per cent. 

The total company average margin of profit was 26.7 per cent, or 

less than the profit as shown by ei ther sa les to service type accounts or 

sales to industrial and commercia l type accounts. The lower company 

average was created by house account sales which provided a profit of 

only 16. 5 per cent. 
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The Small Size Order 

In order to provide a basis for an analysis and comparison of 

orders placed by customers, an attempt was made to point out by case 

analysis the high percentage of low dollar value orders being placed by 

customers. 

A recent study by the American Institute of Supply Association, Inc. 

served as a guide for this study. Invoices of the Adleta Electronics Co. 

were collected and sorted into groups according to the total dollar value 

of the invoice. Further classification was made by determining the 

number and percentage of invoices in each group, and a percentage which 

each group's dollar value represented of the total dollar value of the entire 

sample. From this information the average dollar value per line item and 

per invoice could be determined for each group classification and for the 

total sample. Additional analysis was made possible by separating the 

invoices into charge and cash invoices as well as to type of customer. 

to the survey conducted by the American Institute of Supply 

Associations, Inc., it was revealed the average sale per invoice by 

members of the association to be $57.88. The average expense for 

handling each invoice was $13. 90. More significant was the fact that 

57. 7 per cent of all invoices were for less than $25. 00 and produced only 

8. 3 per cent of the sales dollar. Invoices for 22.6 per cent of the total 

invoices were for $5.00 or less and produced only . 9 per cent of the 

total dollar volume. While the results of this survey pertain to a 
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different Industry, the pertinent facts brought to light a re the basis for 

being alerted to this problem. 

A total of 1586 invoices were used in the .Adleta Electronics Co. 

study. This represented a total dollar billing of $42,423. SO; an average 

dollar billing of $27.09 per invoice. There were 5022 line i tems, or an 

average of 8. 2 line items per invoice and $8.44 per line i tem. 

The exact processing cost of writing# billing, posting and collect-

ing an invoice by the Adleta Electronics Co. is not known, although it is 

estimated to be approximately $3. 25. Using certain assumptions, how-

ever , the total cost of handling an order can be determined. Assuming 

that the company is now breaking even, neither making a profit nor 

sustaining a loss, and that the cost of goods sold are current ly 09. 6 per 

cent, then the gross operating profit and cost of doing business including 

sales cost would be equal, or 30.4 per cent. This would also mean that 

the present average dollar billing per Invoice of $27.09 would be the 

break even point of billing per invoice and that 30.4 per cent of this 

amount, or $8.24 would be the average total cost for handling invoices. 

Therefore, all invoices showing l e s s than $8.24 profit would be unprofi t-

able to handle. For ease of figuring all invoices of less than $25.00 

(rather than $27.09) were considered as unprofitable to handle. By 

applying this consideration to the total data collected 1223, or 78.1 per 

cent of the total invoices are unprofitable. This represents 20.6 per 

cent of the total dollar volume. At this point it would appear necessary 
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to accept only orders of $25.00 or more; however, to establish such a 

policy would likely antagonize many customers who normally place 

larger orders , and would cause a loss in this business. 

In order to determine additional information concerning the 

problem it was decided to separate the invoices into three groups con-

sisting of cash sales, charge sales to industrial accounts, and charge 

sales to service dealer accounts. Cash sales consisted of 27 per cent 

of the total invoices and averaged $7.05 per invoice. While this is con-

siderably lower than the $25.00 minimum figured as a break even point, 

consideration,must be given to the fact that cash invoices require very 

little handling as compared to charge invoices. Also, approximately 

one half of the cash sales are will call, thus eliminating delivery expense. 

&» addition, no collection expenses are involved and cash flow is improved. 

Therefore, it would be difficult to say that seven dollar cash sales are 

unprofitable, 

Charge sales to industrial accounts represented only 23 per cent 

of the total invoices, yet accounted for 50 per cent of the total dollar sales. 

Even though an average of $59. 14 per invoice was obtained on sales to 

industrial accounts, the fact that 61 per cent of all invoices to this type 

of account are less than $25. 00 indicates that a problem still exists. 

Charge invoices billed to service dealers accounted for approxi-

mately 50 per cent of the total invoices and averaged $23. 16 per invoice. 
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It would appear that all sates to this type of account are unprofitable, 

particularly sine® 76 per cent of all invoices were for less than $23.00. 

It cannot be overlooked, however, that this group's charge purchases 

account for over 42 per cent of the company's total business. Ways 

must, therefor®, be found to salvage this business, sine© it is too great 

a percentage of the company total to give up without effort . Warranty 

replacement parts are believed to have created a part of this problem 

because of dealers ordering only the part needed for repair and later 

returning the defective part for credit . It is believed a portion of the 

problem can be relieved by adhering to the manufacturer ' s policy which 

states defective parts are to be exchanged. 

'The Delivery Problem 

In an effort to pinpoint the delivery problem an analysis of all 

deliveries of the Adleta Electronics Co. for the entire year 1962 was 

made. Deliveries were separated as to type of customer: service 

dealer or industrial usar. 

In analyzing the number of deliveries it was noted that the average 

number of deliveries per day by month increased substantially during the 

year. Closer observation pointed out that all of the increase was in 

deliveries to service dealers. Deliveries to industrial accounts actually 

declined during the year. 
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Delivery costs were analyzed to a degree and found to be 

considerably higher than that of the automotive parts jobber. Data 

f rom interviews with business leaders were related. Possible solu-

tions a re that minimum order regulations be established. 

Viewpoints and Opinions 
of the Radio-Tele vision 

Service Dealer 

This study was made to provide the basis for an analysis of the 

viewpoints and opinions of radio-television service dealers regarding 

their buying habits, motivation factors , sources of supply, and plans 

for the future. The findings should provide facts which can be utilized 

by radio-television service dealers, electronic parts wholesalers, and 

manufacturers in planning and programming for more efficiently and 

effectively serving themselves, their customers, and their industry. 

This study was confined to opinions expressed by radio-tele vis ion service 

dealers geographically located in the North Central Texas area . No 

attempt was made to include the opinions of commercial, industrial, or 

specialized users of electronic parts. P r imary data were received from 

specially prepared questionnaires completed by radio-television service 

dealers . Secondary data were received from current books and trade 

publications, and published data f rom industry sources, and personal 

interviews with qualified persons in the electronics industry. 
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Questionnaires were mailed to 715 radio-tele vis ion service 

dealers. This included every service dealer listed in the 1961 Dallas, 

Texas yellow page telephone directory, and every dealer listed In the 

I960 and 1962 Tarrant County yellow page telephone directory. Addi-

tional questionnaires were mailed to dealers whose names were obtained 

from the I960 Texas State Tax Reports. Completed questionnaires that 

could be utilized were received from 126 dealers . This represented a 

return of 18 per cent. A total of thirty-two questionnaires were returned 

marked unclaimed and another four questionnaires returned with special 

notations of no longer being in the service business. Twenty-two of the 

unclaimed questionnaires were from Tarrant County. Investigation of 

this high percentage of returns led to a discovery of use of a 1960 tele-

phone directory in the original questionnaire mailing. A comparison of 

1960 and 1962 directories revealed there were forty-nine dealers listed 

in the 1960 directory but missing from the 1962 directory; these were 

replaced by fifty-one new dealers. This represents a turnover of 

service dealers of approximately 22 per cent every two years. 

All data was compiled and grouped into the marketing areas of 

Dallas County, Tarrant County, major market trade areas, and second-

ary market trade areas . This was made possible by using post office 

cancellations. It was almost possible to have accomplished the same 

result from signed questionnaires, since 86 per cent of the respondents 

did sign their questionnaires. This indicates a high degree of interest 
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on the part of the respondents. The major market t rade a reas consisted 

of the North Central Texas cities of Waco, Tyler, Abilene, Sherman 

and Wichita Fal l s . Secondary market trade a reas are ci t ies located 

outside Dallas and Tarrant Counties which do not have an electronic 

parts wholesaler located in the city. The sample proved extremely good 

for the study, since 56 per cent of the respondents are engaged in 

"service only", and an additional 33 per cent indicated both "service and 

sa les" as being the principal nature of their business. Dallas County 

re turns constitute approximately 50 per cent of the total sample, Tar rant 

County 25 per cent, and the balance of the samples is equally divided 

between major and secondary marketing a r ea s . The division of the 

sample into trade a r ea s not only provided additional information, but it 

provided a possible check for accuracy of the entire sample for each 

question being analyzed. 

The service dealer places 39 per cent of his o rders by telephone# 

27 per cent by picking up his needs, 31 per cent through salesmen who 

call on him, and only 2 per cent by mail . Mail o rde r s seem to be a 

thing of the past with most dea lers . Even in major t rade a reas , mail 

o rders amounted to only 8 per cent of the total methods used in placing 

o rde r s . It should be noted, also, in secondary markets that 14 per 

cent of the orders are placed by telephone as compared to only 3 per 

cent by mail . 
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Nearly one half of all service dealers attempt to give- each 

salesman who contacts them an order. In major and secondary areas 

this percentage increases to two thirds. The study further points out 

that each service dealer is contacted by an average of three wholesale 

salesmen. A reluctance to say "no, " or a lack of loyalty to individual 

suppliers could be Indicative of this type of business procedure. When 

data of the cities of Dallas and Fort Worth were separated f rom Dallas 

and Tarrant Counties, it was noted that service dealers were being 

contacted by less than two salesmen in the suburban portion of these 

counties. 

The radio-television service dealer Is motivated to purchase 

principally because of the quality of the product, fast delivery service, 

and a liking for the source of supply. These three reasons account for 

over one half of all reasons given. Added cash discounts had appeal 

for quite a number of dealers, although it is significant to note that 

quality of product and fast delivery combined are greater motivating 

factors than are all combined price cuts, close outs, rebates and other 

discount factors. Also, wagon Jobbers and consignment merchandise 

motivates practically no dealers to purchase. 

Although 27 per cent of the dealers orders are picked up at the 

wholesaler's, the study reveals that an extra discount of 9 per cent 

would be required in order to get all respondents to pick up their 

merchandise. 
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Each radio-television service dealer averages purchasing from 

three mud one -fourth suppliers, and approximately two thirds of the 

dealer 's business is placed with his number one source of supply. The 

remaining one third of his business is placed with his remaining two and 

one-fourth sources. -By averaging the amount of business received by 

the three distributors receiving the greatest amount from each dealer* 

it was determined that these three distributors received from SO per cent 

to 83 per cent of the total business in each marketing area . This means 

that the remaining thirteen to nineteen wholesalers in each trading area 

receive only a small portion of the business. It should be noted that i l l 

dealers reported 24 different distributor® as doing the best job. 

When questioned as to reasons why it was felt a distributor did a 

good job, good service and fast delivery accounted for mar ly 25 p«r 

cent of the reasons. A complete stock accounted for 14 per cent of the 

reasons given, and good products accounted for another 10 per cent. 

Personal attention and courteous treatment, efficiency and accuracy, 

and cooperation and fairness briefly summarize all other reasons given. 

Twenty-three per cent of the service dealers reported that they 

mate purchases from out of state catalogue houses. The principal 

reasons given for these purchases were lower prices and non-avail-

ability of the merchandise locally. Foreign part® and obsolete items 
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could be detected as reasons for purchasing from these out of state 

catalogue merchants, also. Eleven per eent of the reasons written 

in were from respondents who gave reasons for not purchasing from 

out of state catalogue houses. Their reasons basically concerned 

time lag, distance, Inferior products, and a dislike for chain stores. 

The average discounts off manufacturer's suggested list prices 

received by the service dealer on his purchases of receiving tubes are 

as follows: 10 per cent of the dealers received 50 per cent discount! 

41 per cent received 50/10 per cent; 16 per cent received 50/10/5 per 

cent; 12 per cent received 80/10/10 per cent; 11 per cent received 

60 per cent; and the remaining 10 per cent received various other 

discounts. No effort was made to relate discounts to brands of tubes. 

Eleven per cent of the dealers indicated they purchase foreign 

brand receiving tubes, while 31 per cent purchase private brands. 

Sixteen per cent of the dealers mate purchases of foreign brands of 

parts, while 28 per cent purchase private brands. 

The average service dealer in the North Central Texas area is 

purchasing 265 receiving tubes per month. By projecting this average 

with known cost prices and relating this to factors which compose 

revenue, it was possible to determine the average size or revenue of 

the radio-television service dealer. Further projection of these figures 

make it possible to estimate the approximate size of each marketing 

area. 
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The cost to the service dealer each month for receiving tubes, 

when purchasing at a discount of 50/10/5 per cent is $280.90. Total 

revenue received by the service dealer from the sale of parts, tubes, 

and accessories, and labor per month is $3312. 50. When costs for 

parts, tubes, and accessories are deducted, the gross profit before any 

expenses is $2312. 13. When these figures are divided by the 3. 2 

employees per service dealer, it is determined that each employee is 

producing $1048.25 per month revenue resulting in a gross profit per 

employee of $731. 68 before any expenses are deducted. 

The service dealer purchases $1000. 37 per month from the 

wholesaler. If the wholesaler were receiving all of the dealer's busi-

ness, a gross profit of $245.90 could be expected by the wholesaler. 

However, the service dealer divides his business among three and 

one-fourth wholesalers; therefore, a profit of only $75.66 per whole-

saler can be expected. The wholesaler has a gross profit of $50. 35 

per month if the dealer purchases all of his receiving tubes from one 

wholesaler at a discount of 50/10/5 per cent. If this profit is split 

imong the three and one-fourth wholesalers, the average gross profit 

of only $15.47 per wholesaler can be expected on the dealer's receiving 

tube purchases. 

By multiplying the total revenue per dealer by the number of 

dealers in Dallas County, a total petail potential of over $1,000,000 is 

known to exist. 
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An inventory of approximately $2400 is carried by the service 

dealer. Based on sales of parts, tubes, and accessories this repre -

sents a turnover rate that exceeds eight times per year. 

Over 40 per cent of the replies requested that the manufacturer 

offer more assistance in service training, and provide better service 

on technical data and servicing information. Suggestions that products 

be designed, engineered, and manufactured with quality, and be easily 

accessible for servicing accounted for over 20 per cent of the replies. 

Other than conducting service schools and providing technical 

data, the electronic parts wholesaler is expected by the dealer to main-

tain a good inventory and to sell to only qualified accounts. 

The dealer desires that service dealer associations provide 

service training, clinics, technical programs and demonstrations. 

Other useful requests of the service dealer association were that they: 

upgrade the service dealer by promoting ethics; provide business aids 

for profitable management; standardize service techniques and prices; 

and that they act as a credit exchange information bureau. 

Over 46 per cent of the service dealers indicated that they intend 

to place greater emphasis on product sales. .Radio and television 

products are considered the most well suited for the service dealer to 

sell, although communication equipment, sound systems, and parts 

and accessories should be considered. 



190 

In an attempt to compete with "stand-up type tube checkers" , 

78 per cent of the dealers indicated they offer f ree tube checking. Only 

1 per cent of the dealers discount tubes as a means of competing. It 

is significant to not© that 22 per cent of the dealers reported they do 

nothing to compete with stand-up checkers . Several dealers reported 

that they offer professional advice. There were no dealers who reported 

giving f ree service cal ls . 

Color television was reported by 00 per cent of the dea lers as 

the number one product to make preparat ions for servicing in the future. 

Other products indicated as being important for future servicing are 

communication equipment, business machines, and e lectr ic organs. 

Only three dealers mentioned t r ans i s to r s or t ransis tor ized products 

as being important for future servicing. 

Eighty-one per cent of the respondents indicated that they have 

had color television service training. It is not known, however, as to 

whether al l members of the dea le r ' s organization have completed color 

training. It is quite possible that the number of individuals still 

untrained could be substantial. The vast major i ty of dealers , 71 per 

cent, have received their color television training, or expect to receive 

their training f rom distr ibutors who sel l color television se ts . Forty-

three per cent of the dealers look to the manufacturer for their training. 

Only 5 per cent of the dealers have received f rom or look to the regular 

electronic par ts distributor for any type of color television training 
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ass is tance. Replies f rom dealers as to who is providing the greatest 

amount of technical training follow a s imi lar pattern in that the d is t r ib-

utor who sells the product has been making the greatest contribution; 

the manufacturer ranks second; and the regular par ts dealer ranks 

third. It should be noted that 15 per cent of the replies' indicated the 

service dealer association as being the greatest contributor of technical 

training. 

Conclusions 

Developing a Concept oi Doing Business 

It can be concluded that every business should take the t ime to 

develop a concept of doing business. The concept in its purest form is 

a method of planning or establishing permanent objectives. The concept 

should be written in order to promote teamwork and understanding. 

Where basic objectives have been established over a period oi t ime but 

have not been written, they should be restated in writing as they have 

already developed a degree of charac ter and created an image in the 

minds of cus tomers , competi tors, employees, suppliers, and the com-

munity, It has been concluded that a concept, or philosophy is a basic 

attitude, a f rame of mind, a guiding principle and should be a deep 

conviction. 
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Supplier Evaluation 

It is concluded that supplier evaluation is a part of product 

planning and a management function. Objectives of the business 

enterpr ise need to be established and known before proper product 

planning and supplier evaluation can take place. 

-All factors do not have to be weighed in every evaluation. The 

degree of importance as related to the decision required determines 

the extent of the number of evaluation factors to be considered. 

It is concluded that the more important evaluation factors are 

quality, price, competition, brand acceptance, and profit. When 

considering the suppliers of industrial goods only, the most impor-

tant evaluation factors whould likely be quality, reliability, price, 

profit, competition, inventory requirements, and dependability in 

delivery. 

It is fur ther concluded that use of the three-page supplier 

evaluation worksheets would be t ime-saving and beneficial when an 

evaluation is being made of all suppliers. 

Determining Profit Margins 

A study of the tables in this part of the study reveal that the 

purposes of the study were accomplished in that: (!) the average 

percentage of profit maintained on each type of electronic parts 

product has been determined; and (2) variations in the percentage of 
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profit maintained on sales to industrial and commercial users versus 

sales to service accounts proved to be small. 

The Small Size Order 

It can be concluded that in many instances the cost of handling 

small orders exceeds the gross profit produced by these o rders . There 

definitely exists a problem of too many small orders being handled by 

the Adleta Company. Methods need to be devised to reduce the severity 

of the problem. 

The exact processing cost of writing, billing, posting, and collect-

ing an invoice should be determined in order to establish a break even 

point for order handling. The data provided in this study should prove 

beneficial to the Industry for purposes of comparative analysis. 

The Delivery Problem 

It can be concluded that a delivery problem not only exists , but 

that deliveries are increasing at such a rapid rate that methods must be 

devised immediately to control the increase. The increase in deliveries 

is attributed to deliveries to service dealers . 

Delivery costs were found to be considerably higher than the 

comparable costs for automotive par ts jobbers. 
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Viewpoints jf KaJio-Te le vis Ion 
Service Dealers 

It is determined from the summary of the findings that the total 

sample of completed questionnaires used in this study is of such size 

and quality as to fairly represent the radio-television service dealer 

business in North Central Texas. 

Adequate telephone facilities and personnel to handle incoming 

calls is of great importance to the electronic parts wholesaler. Of 

equal importance is the inside salesman who personally assists in 

handling a majority of the customer orders. 

The service dealer, in secondary markets in particular# places 

a high per cent of his orders by long distance telephone. 

Since time is a factor which limits the revenue and income of 

the service dealer, it is concluded by this study that the service dealer 

is losing too much of his revenue-producing time in picking up merchan-

dise, and with distributor salesmen who call on him. 

The service dealer is placing his orders with too many different 

salesmen, and too many different sources of supply. His importance to 

each of these sources is, therefore, diluted. 

Quality products and fast delivery are the two most important 

factors that motivate a dealer to purchase. Consignment merchandise 

and wagon jobbers have little motivation effect on the dealer. 
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Although the service dealer picks up a large per cent of his 

merchandise, he still places a high sense of value on having merchan-

dise delivered. Considerable extra discount would have to be given in 

order to encourage him to pick up all of his requirements. 

The electronic parts wholesale industry is dominated by a few 

wholesalers in each trade area. There are, apparently, too many 

wholesalers in the business in order for all to obtain reasonable busi-

ness profits, 

Good service and a complete stock of high quality merchandise 

are the reasons considered by a dealer as to why he feels a particular 

wholesaler is doing the best job. 

Out of state catalogue merchants are definitely a source of supply 

for service dealers. Pricing and availability of foreign and/or obsolete 

merchandise apparently are the reasons for their penetration into the 

market. 

The wholesaler is placing considerable sales emphasis on the 

city areas of Dallas and Tarrant Counties, but lets up on this emphasis 

on the suburban portions of these counties, and then increases emphasis 

again in secondary areas. 

Large, unrealistic discounts on the purchase of receiving tubes 

are an open invitation for Increased competition and price discounting 

from sources within and outside the industry. 
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Both imported and private brands of parts and receiving tubes are 

an important part of today's radio-television service dealer business. 

However, important decisions are yet to be made by the majority of the 

service dealers regarding imported and private brands of merchandise. 

Bach level of the electronics Industry will be affected by the decisions. 

Merchandising products of high quality is an important consideration 

to be remembered as these decisions are being made. 

Considering that salaries, office expenses, overhead, depreciation, 

advertising, nor any other type of expenses have been deducted from 

gross profit in this study, it is questionable as to how much, if any, net 

profit the service dealer is actually making. 

Based on the amount of merchandise the service dealer picks up, 

his requests for fast service, and the high rate of inventory turn, it is 

believed that the inventory of the service dealer is too small. 

The service dealer desires additional training, and technical 

information. He anticipates or expects the manufacturer, and/or 

wholesaler to provide this information and assistance. 

The service dealer organization offers a vast potential of new 

outlets for product sales for both the manufacturer and wholesaler. 

Too many service dealers have a do-nothing attitude toward 

competing with the "stand-up type tube checker. M 

Free service calls are not being used by the North Central Texas 

service dealers as a method of securing business. 
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Color television is the number one product the service dealer 

should be preparing to service in the future. The dealer is possibly 

overlooking the future servicing requirements of t rans is tor ized 

products, however. 

The service dealer anticipates receiving training in servicing 

color television pr imari ly f rom the distributor who sells color t e l e -

vision, and secondarily f rom the manufacturer . 

Recommendations 

Developing a Concept of Doing Business 

It is recommended that all businesses develop a concept of doing 

business, and that this concept should be in writing. 

Businesses who have formal concepts that were developed many 

years in the past should res ta te these concepts, making cer ta in that the 

original policies a re in keeping with current concepts as well as current 

operating procedures . 

Supplier Evaluation 

ft is recommended that electronic parts distributors, said other 

businesses who are dealing with a multiplicity of suppliers take the 

following action: 

First, make a thorough study of past and present 

company policies; 
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Second, plan objectives well in advance, and make 

known the Image which the company des i res to crea te ; 

Third, make a thorough study of its market potential; 

Fourth* mail pages one and two of the supplier ©valuation 

worksheet to all suppliers for completion and return; 

Fifth, complete page three of the worksheet; 

Sixth, evaluate all suppliers In order to determine strength 

and weaknesses in product or supplier s t ructure; 

Seventh, take appropriate actions to cor rec t weaknesses 

in improving the product line s t ruc ture . 

Profi t Margins 

It is recommended that a study of this type be mack each six 

months in order to observe any changing patterns in profit margins . 

Tables should be studied carefully and plans be made to place 

grea ter effort on higher margin product types that also represent 

higher dollar volume. 

Further study should be mad© of product types that are showing 

high dollar volume, but low profit margins, with plans to be fo rmu-

lated for improving the profit margins . 

Fur ther study should also be made on product types that show 

little or no activity, or that represent a small dollar billing. It is 

possible that these product types should be discontinued. 
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The Small Size Order 

It is recommended that all electronic parts distributor® make 

a study of their business to determine if similar small size order 

problems exist. The comparison of data should be beneficial in 

proving the existence of the problem. 

Continued study of the problem should be made by all members of 

the industry. In addition, special emphasis should be placed on studying 

competitive industries such as tobacco wholesalers, food wholesalers, 

electrical supply companies, and automotive parts distributors in order 

to analyze their methods of operation and historical development. 

Additional specific recommendations are as follows: 

1. Establish policies and procedures that would upgrade 

and/or eliminate invoices that are less than $5.00. 

It is best to begin at a low dollar minimum figure and 

work up to higher levels, thereby not completely 

upsetting the entire business structure. This is the 

area where the primary problem exists and where 

greatest savings can be effected. 

2. Handle warranty replacement and defective parts on 

an exchange basis rather than invoicing and crediting, 

3. Establish minimum billings of $2.00 on charge 

invoices. 
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4. Study specific accounts to determine who is 

continually placing small orders. Present 

these dealers with a plan for maintaining 

larger inventories. 

5. Simplify invoicing and accounting procedures, 

particularly for customers who seldom use 

their accounts. A post card invoice and/or 

return money envelope could be prepared. 

This would eliminate normal invoice handling 

and processing, as all billings could be handled 

through one account. 

6. Encourage cash sales and will call orders. 

7. Continue to develop industrial type business 

with its larger average sal®. 

8. Develop sales on products that have a higher 

dollar value such as test equipment, citizen's 

band, and hi-fi gear. In addition, merchandise 

package deals in order to increase the size of 

the order. 

9. Determine exact cost of invoice processing by 

means of standard cost accounting methods. 
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The Delivery Problem 

1. Reduce scheduled deliveries to two per day. 

2. Eliminate large trucks in making parts 

del iveries . Use pickup t rucks , panel 

t rucks, or economy vans. 

3. Analyze delivery cost more carefully and 

determine ways of reducing. Compare 

cost with those of contracting del iveries 

with independent delivery companies. 

4. Establish a $3.00 minimum on orders to 

be delivered f r e e . Establish a delivery 

charge of $1. 50 on special requests for 

deliveries under $5.00. After the mini-

mum idea has been accepted, gradually 

increase minimums until they reach a 

break even point. 

Viewpoints of R ad io - Te le vis ion 
Service Dealera ' 

The following are recommendations to the radio-television 

service dealers in North Central Texas. 

Analyze limg distance telephone expense, particularly in placing 

o rde r s for merchandise . Attempt to place more o rders by mall in 

order to reduce this telephone expense. 
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jReduce the amount of time spent in picking up merchandise by 

carrying additional inventory, and by having the wholesaler to deliver 

orders. 
9 

Conserve time by placing orders with fewer salesmen* and fewer 

sources of supply. This should reduce the amount of time spent with 

each salesman, and increase the dealer's importance with the sources 

of supply he continues to deal with. 

Study income and expenses to accurately determine the current 

profit and/or loss condition of his business. From this, a study of 

methods for producing additional revenue and profit should be consid-

ered. With the continuing decline in the sale of receiving tubes, partic-

ular emphasis should be placed on the methods of increasing revenue 

from labor. A study of the automotive service dealer industry and 

their preventive maintenance promotion methods and standard rate 

charges would also be recommended. 

Increase inventory, thereby reducing unnecessary customer call 

backs, and special trips to pick up merchandise at the wholesaler's. 

The service dealer should enter the consumer products sales 

field in order to increase his income. An attempt should be made to 

develop parts, tubes, and accessories as over-the-counter sales items, 

and not just for customers requiring service. 



203 

Offer professional advice and free tube checking as a method of 

increasing over-the-counter sales, and competing with stand-up type 

tube checkers. 

Prepare himself now for servicing color television, communications 

equipment, business machines, and electronic organs in the near future. 

He should also give greater consideration to preparing himself now for 

the future servicing requirements of transistorized products. 

The service dealer should give more of his business and support to 

wholesalers and manufacturers who are providing him with assistance in 

service training. 

The following are recommendations to the electronic parts 

wholesaler: 

fie view his ability to handle incoming telephone calls quickly and 

efficiently. He should determine whether his present telephone facilities 

are adequate. .Also, if he accepts collect long distance telephone calls, 

the expenses involved should be reviewed in comparison to the revenue 

produced. 

Greater emphasis should be placed on the training of inside sales 

personnel. The abilities of the inside salesman should be upgraded. 

The wholesaler should encourage the service dealer to place bis 

orders with fewer sources of supply. 

Efforts should be made toward upgrading the quality of merchandise 

which he sells; and to make an effort to improve order handling; and 
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provide for fast deliveries of merchandise. Study the specific data in 

this study which lists the reasons as to why the service dealer believes 

a particular wholesaler is doing the best job. This should be utilized 

as a guide to improvement. 

Observe the movement of foreign and specialty types of merchandise 

that are being purchased through catalogue merchants by the service 

dealer, and determine whether th® amount of business Justifies a local 

inventory. 

Place a greater sales emphasis on the suburban areas of Pallas 

and Tarrant Counties. 

Encourage the manufacturer to eliminate suggested list pricing 

on receiving tubes. An attempt should be made to maintain prices on 

receiving tubes, because of the limited amount of profit when discounts 

euceed 50/10 per cent. 

Develop a private brand of parts and receiving tubes, and/or 

work with the manufacturer who is presenting a strong merchandising 

program, particularly at the consumer level. Caution must be taken 

on any move of this type to be certain that high quality standards will 

'be maintained. 

Study the services offered, overhead expenses, and pricing and 

discount structure on sales to service dealers in order to determine if 
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serv ices required by the service dealer are possible within the potential 

profit possibilities shown in this study. 

Mate an effor t to provide an increasing amount of technical training 

for the service dealer . Also, set up additional special t raining programs 

for servicing color television. 

Improve the methods of distributing technical data to the service 

S ta le r . 

Encourage the service dealer to enter into* and/or to place grea te r 

emphasis on product sa les . 

Follow up this study with a complete market r esea rch study of the 

commercia l and industrial market in North Central Texas. 

The following are recommendations to the electronic par ts 

manufacturer : 

Assist the wholesaler in training inside personnel. 

Attempt to limit or better control the number of electronic par t s 

wholesalers, as the industry appears to be crowded already. 

Eliminate "suggested manufac turer ' s list prices*1 on receiving 

tubes* or substitute more realistic profit margins as a measure of 

avoiding excessive discounting and Increased competition from source® 

outside the service dealer industry. 

Place greater emphasis on selling the consumer on the quality 

and fea tures of his domestic made par t s and receiving tube®, and 

encourage the consumer to request brand names. 
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Give consideration to using imports as part of his standard 

merchandise; or to make available a second line of imported par ts 

and/or tubes which would parallel his domestic-built line. The possi-

bility of making available to the wholesaler and/or larger dealers 

private brands of foreign or domestic tubes and parts under brand 

names selected by the wholesaler or dealer . 

Provide assistance to the wholesaler, and to the service dealer 

on methods of making a profit. Part icular emphasis at the dealer level 

should lx on simplified accounting procedures, and the p repara -

tion of profit and loss statements. 

Provide additional service schools for the service dealer. 

Give consideration to including service data with each product 

manufactured. This could be included with customer instruction infor-

mation, or concealed on the inside of the cabinet. Consideration should 

be given to other suggestions such as: "do not make unnecessary changes 

without advantages"; "pay part of the service cost for the f i r s t ninety 

days"; and, "put plugs on all cables and wires going to the tuner and 

yoke". 

Manufacturers of consumer type products should design product 

lines specifically for the service dealer market. 

Manufacturers of electronic parts and tubes should give 

consideration to production of consumer type products through service 

dealers. 
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Set up programs for assisting the wholesaler in providing 

additional special training to the dealer in servicing color television. 

The following are recommendations to the radio-television 

service dealer associations: 

Avoid high pressure techniques on non-member dealers and 

associates, as many dealers have a willingness to cooperate, but have 

no desire to be members of any organization. 

Attempt to work with wholesalers and manufacturers on programs 

that wool-;; :.;M'-rade their industry. Controversial political disagreements 

should be substituted with cooperative projects that would prove mutually 

beneficial to all members of the industry. Such things as business aids 

for profitable management; standardized servicing techniques; standard-

ized job-time charges; promotion of preventive maintenance programs; 

and specialized training courses for meeting the servicing needs of the 

future are projects that would be beneficial to everyone. 

In general* it is recommended that radio-television service dealers, 

electronic parts wholesalers, and manufacturers of electronic parts and 

tubes utilize the data included in this study in planning' and programming 

for more efficiently and effectively serving themselves, their customers, 

and their industry. 
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LETTER TO RADIO-TELEVISION SERVICE DEALERS 

CCOMPA NYING QUE3TIONNA IRE 

To Radio and Television Service Company Owners and Managers 

Gentlemen: 

A research study is being made to determine the viewpoints 

and opinions of radio-television service dealers regarding: 

1. Their sources of supply for electronic parts ; 
2. Their motives and buying habits; 

3. Merchandising and training. 

Your co-operation in answering the attached questionnaire 

will be a great aid in the completion of this project . 

A stamped addressed envelope is enclosed for your use in 

returning the completed questionnaire. Should you wish a sum-

marized copy of the findings of this study, sign your name and 

address at the end of the questionnaire; otherwise, no signature 

is necessary . You will not be identified. 
N. T. GRADUATE RESEARCH PROJECT 
P. O. BOX 8318, NORTH TEXAS STATION 
DENTON, TEXAS 
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QUESTIONNxA IBB FBOM WHIC1 STUDY 

WAS FBIPAEED 

(Original Questionnaire Was Mimeographed on Two Legal Size Pages) 

QUESTIONNAIRE 

1. In placing orders for tubes, pa r t s , e t c . , approximately what 
percentage of your o r d e r s a re placed in each of the following ways: 

a . With sa lesmen who cal l on you . . . . . % 
b. By going to the dis t r ibutor s tore 

and picking up what you want . . . . . . % 
c. By telephoning a dis t r ibutor % 
d. By mai l order % 
e. Other? (specify) % 

2. Approximately how many dis t r ibutor pa r t s sa lesmen ca l l on you? 

3. Do you t ry to give a little business to each pa r t s sa lesman that 
cal ls on you Yes No 

4. Do you feel you a re motivated to make purchases for any of the 
following reasons : 
Yes On occasion Never 

___ _ Gifts and premiums 
____ Cut pr ice 

Close out merchandise 
__ _______ Allowances on purchase of tes t equipment, 

t rucks , e t c . 
__ _ _____ _ Fas t delivery serv ice 
__ Consignment 

______ _____ ___________ Added cash discount 
_________ Like the sa lesman 

______ Li te the company 
_______ ___ Be bate on purchases 

_________ Quality of product 

209 
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4. (Continued) 
Yes On occasion Never 

Convenience of wagon jobber 
""""""" Other 

Circle the two above which you feel are most important. 

5. F rom which distr ibutors have you 6- What percentage of your total 
purchased electronic tubes and par ts purchases does each one 
this year ? represent ? 

a. % 
b. % 
c. % 
d. % 

7. Of ail the dis t r ibutors you deal with, which do you think does the best 
job, and why ? 

8. Bo you make purchases f rom out of state catalogue houses? 
Yes No If yes, why? 

9. If a distributor were located within 3 miles of your s tore, what per 
cent extra discount do you feel would motivate you to: 
a. Pick up your needs? % b. Pick up and pay cash? % 

10. Do you purchase private label: TUBES? Yes No 
PARTS? Yes No 

11. Do you purchase: IMPORTED TUBES? Yes No 
PARTS? Yes No 

12. What discount do you now receive on purchases of receiving tubes ? 
JS0% 50/10% 50/10/5% 50/10/10% 60% Other % 

13. How do you compete with stand-up tube checkers ? 
Offer free tube checking Offer free service calls 

, Discount tube pr ices Do nothing 

14. Who makes the largest contribution to assist you personally with 
technical training for you and your personnel, particularly new products 
and circuitry ? 

MANUFACTURER 
DISTRIBUTOR WHO SELLS PRODUCT 
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14. (Continued) 
BEGULAR PARTS DISTRIBUT OF 
SERVICE DBALEB ASSOCIATION 
OTEER 

15. Do you think being trained in servicing Color TV Is important 
today? Yes No 

18. Have you had training in Color TV service ? Yes No 

17. Where did you, or where do you plan to receive Color TV service 
training? 

MANUFACTURER 
DISTRIBUTOR WHO SELLS COLOR TV 
REGULAR PARTS DISTRIBUTOR 
SERVICE DEALER ASSOCIATION 
GTHER_ 

18. Is your prime business: Service Sales o the r 

19. Do you' plan to go fur ther into sales ? Yes No 

20. What products do you consider most profitable and well suited for 
the service dealer to give consideration to selling: 

Radio-TV Stereo Major Appliances 
Communications Sound Systems Traffic Appliances 

21. What products do you think the service dealer should make 
preparat ions for servicing 5 years f rom now: 
_ K a d i o Test Equipment List others: 

® 4 w T V Communication Eqpt. 
Color TV Business Machines 
T ° y s - Hobby Eqpt. Electr ic Organs 

22. How could the manufacturer help you most ? 

23. How could the distributor help you most ? 

24. How could the service dealer association help you the most 
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25, How many persons do you employ full time, including owner? 

20. Approximately how many receiving tubes do you us® a month? 

27. Approximately how much parts and tube inventory do you carry? 

Sign here if you wish to receive a summarized copy of the findings of 
this survey. 

Name Street Address City 
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WHOLESALERS MENTIONED BY SERVICE DEALERS 

AS SOURCES OF SUPPLY 

Name of Wholesaler 

Adleta Electronics Co. 

All-State Electronics Co. 

Best Electronics 

Brooks Supply 

Budrow Radio Supply 

Por ter Burgess Co. 

Byrons 

Central Electronics 

Clark Radio 

Crab t ree ' s Wholesale Electronics 

East Texas Electronics 

Electronics Pa r t s Co. 

General Electr ic Supply Co. 

Goss Radio 

Greenville Service Co. 

Hargiss Co. 

Location 

Dallas, Texas 

Dallas, Texas 

Waco, Texas 

Dallas, Texas 

Dallas, Texas 

Dallas, Texas 

Dallas, Texas 

Dallas, Texas 

Wichita Falls, Texas 

Dallas, Texas 

Tyler, Texas 

Abilene, Texas 

Dallas, Texas 

Wichita Falls, Texas 

Greenville, Texas 

Waco, Texas 
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Name of Wholesaler 

Hoods TV Supply 

L & M Supply Co. 

Lavender Bad to 

Lone Star Wholesalers 

Marts , Inc. 

Mo Gee Radio Supply 

Medaris Company 

Modern Electronics 

R k R Electronics Co* 

Radio City Distributing Co. 

Radio Communications Supply 

Radio Shack 

Ross Electronics 

Scooter 's Radio Supply Co. 

Servitronic# 

Southern Radio 

Southwest Radio 

Standard Tube 

Sutton's, Bill 'Wholesale Electronics 

Swieco, Inc. 

Trice Electronics 

Location 

Fort Worth, Texas 

Waco, Texas 

Tyler , Texas 

Dallas, Texas 

Wichita Fal ls , Texas 

For t Worth, Texas 

Dallas, Texas 

San Antonio, Texas 

Wichita Fal ls , Texas 

Dallas, Texas 

Abilene, Texas 

Boston, Massachusetts 

For t Worth, Texas 

For t Worth, Texas 

Austin, Texas 

Dallas, Texas 

Dallas, Texas 

For t Worth, Texas 

Fort Worth, Texas 

For t Worth, Texas 

Oklahoma City, Oklahoma 



Name of Wholesaler 

Tube Mart 

United Electronics 

Wans low & Company 

Wholesale Electronics Supply 

Wilkinson Bros. Co, 

Worth Electronics 
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Location 

Dallas, Texas 

Fort Worth, Texas 

Dallas, Texas 

Dallas, Texas 

Dallas, Texas 

Fort Worth, Texas 
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