





Figure 3: Distributor Growth Strategies
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If the system were to remain unchanged, the optimal use of assets could be
found by determining where on the efficient frontier optimal ROI is achieved.
Sound difficult? Consider that each constraint can be moved with additional
investment. The resulting potential solutions might seem impossible to
evaluate, but many solution techniques have been developed. Although
solution techniques for optimizing growth have been around for awhile, the
complexity is daunting and ROI is not captured until after the fact. Consortium
research will seek ways to simplify the process, codify best practices, use

existing tools, and use ROI to drive the investment process.

Figure 4: The Efficient Frontier
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ISqution Approach  Best practices will be established and tested for
= |dentifying growth opportunities
= Due diligence in proving magnitude of growth opportunities
= Due diligence in determining necessary investments
= Determining ROI for differing combinations of investment and growth
= Determining the optimal growth/investment combination

= Managing the selected growth process to achieve projected ROI

I Methodology  Even though many distributors may be somewhat familiar with these concepts
and may utilize them to some extent, understanding and implementing a
holistic approach to optimizing growth and market share have been achieved
by only a select few. The development of tools that will enhance the scientific
decision making capabilities and implementation procedures of firms will be the
primary focus of the consortium. Here are the key project steps:
= The Texas A&M research team will conduct a survey of current distribution
growth and market share strategies across wholesale distribution vertical
marketing channels and conduct ad hoc research to determine best
practices.

= The first consortium meeting will bring together member firms to report initial
results, share best practices, and engage in the research findings and define
final deliverables with counsel from consortium members.

= Through a series of research workshops with member firms and ad hoc
research the research team will

" Conduct quantitative and qualitative research to identify the most
common practices used by distributors in growing market share.

= Conduct quantitative and qualitative research to identify and
develop best practices.

" Quantify the impact of these strategies and develop methods to
incorporate them into a growth model that can be driven through
robust analysis programs based on data and information routinely
absorbed by firms.

= Develop a scientific model to determine the optimum combination of
investment and growth given specific situations.

. Develop metrics to monitor and control implementation of growth
strategies.

= The final consortium meeting will share results and capture final feedback

and thoughts from member firms.
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= Member firms will receive a final report detailing tools and methodologies
personalized to their own environments, based on data and scenarios shared
and created in the workshop sessions. These findings are confidential to
each member firm.

= Texas A&M University will present a series of education sessions on
Optimizing Distributor Growth and Market Share to which consortium

members will receive 20 free seats.

I Value to Members  The consortium members will receive results, methodology, and tools
developed during this pioneering research in Optimizing Distributor Growth and
Market Share. The key advantage for wholesales-distributors and
manufacturers will be to gain competitive advantage by implementing the
scientific Optimizing Distributor Growth and Market Share methods or using the
tools developed to maximize the results of growth methods. The key advantage
to technology companies will be to gain the knowledge base, methods, and
tools that can be implemented in their systems. Apart from shaping the
research focus and gaining valuable knowledge base, methodology, and tools,
each consortium member firm will be able to send up to 20 people to three
educational sessions that will be developed from this research. The

educational sessions alone represent a $35,000 value.

I Schedule  January — June 1, 2010 Membership Enroliment & Consortium Formation
June — August 10, 2010 Member company-specific preliminary research
August 11, 2010 Consortium Kick-off Meeting
Aug 2010 — April 2011 Conduct Research and Develop Tools
April - May 2011 Develop Educational Program
June 2011 Deliver Educational Programs

I Learn More
To learn more about the Consortium and benefits to your company, please

attend one of the following online webinars. To register, please contact Metrisa
Gonzalas (metrisa@entc.tamu.edu) at Texas A&M University Industrial
Distribution Program or call 979-845-4984.

= March 22, 2010 11:30 AM — 12:30 PM EST
= April 26, 2010 11:30 AM — 12:30 PM EST
= May 20, 2010 4:00 — 5:00 PM EST
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TESTIMONIALS FROM PAST RESEARCH CONSORTIUMS

PRICING OPTIMIZATION

“Given the complexity of pricing, Texas A&M'’s Pricing Optimization program has gone a long way to specifying
all the relevant elements and more importantly putting them in terms that can be quantified and managed.”
Lawrence Mohr, Ph. D., Senior Vice President (retired), F.W. Webb Company

“This program seems to be a detailed examination of the world of pricing. It has been developed from real data
that forms theories, develops strategies, and arrives at practical ways to improve profitability. This should be
part of the future of distribution.”

Charlie Henry, Manager of Pricing, Kirby Risk Electrical Supply

“We recognize that pricing is critical to our customers...participating in this consortium has given us additional
insight into these challenges. This firsthand look at current pricing research has the potential to help both us
and our customers.”

Felisha EImore, Product Manager, Intuit Eclipse

“Opened up our minds to the idea of using both computer and personal data to manage pricing”
“Very good information that directly affects our bottom-line”
“Start to finish - great course...Very detailed and down to earth”
Comments from a Custom Educational Program, HVAC Distributor

“The Pricing Optimization conference provided an expert level of analysis and insight that every distributor
needs but few have the time or resources to produce on their own. It was both timely and valuable.”
Paul Sommerfeld, Director, Applications & Training, CSC (WESCO)

“Not only does Pricing Optimization empower and equip each sales representative, but it also addresses the
potential impact of streamlining operations with a clear and defined sales plan.”
Andy Warren, Market Manager, Energy Alloys

OPTIMIZING DISTRIBUTOR PROFITABILITY

"Have done the impossible......taken a complicated subject with many variables and have been able to deliver
to the consortium members the tools we can use to optimize profitability & shareholder value. A picture is worth
a 1,000 words and A&M'’s Distributor Profitability Framework chart is worth a 100,000 words!"

Ron Cedruly, CFO, Henrietta Building Supplies

"We just want to express our gratitude for A&M’s efforts & patience and commend A&M on a job well done on
all counts. The professionalism of A&M team & the work product developed and presented were outstanding!"
Gary Bodam, Ph.D., Vice President — HR, Stuart C. Irby

"It's rare that people in business exchange their valuable time to immerse themselves in a concentrated
learning environment. However, the value received is immeasurable.”
Tim Miller, Vice President — Operations, Security Contractor Services

"Our senior manager's strategic planning summer session now has a new agenda! Thanks for the helpful
insight and providing the tools to lead my company into future profitability growth.”
Bob Borsh, President, House of Forgings



ABOUT THE COUNCIL FOR RESEARCH ON DISTRIBUTOR BEST PRACTICES

The Council for Research on Distributor Best Practices (CRDBP) is an entity created by the NAW Institute
for Distribution Excellence and Texas A&M’s Industrial Distribution Program. The CRDBP creates cutting-
edge solutions for wholesale distribution channels, and provides answers to distribution and supply chain

management challenges.

Leader in Distribution Research: Texas A&M'’s Supply Chain Systems Laboratory is the nation’s premier
distribution research lab. We bring cutting-edge distribution and supply chain research solutions to the
wholesale distribution industry. The lab provides total solutions for companies by providing research
expertise, project execution support, IT implementation assistance, education, and training for end users.

CURRENT MEMBERS OF THE CONSORTIUM

-‘ Machine Supply Co. Precision Process Control
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For more information or to join the Research Consortium please contact:

Texas A&M University

F. Barry Lawrence, Ph.D.

Program Director, Industrial Distribution Program

Director, Supply Chain Systems Laboratory

Director, Council for Research on Distributor Best Practices
Office: (979) 845-1463

Mobile: (979) 574-4178

E-Mail: lawrence@entc.tamu.edu

Industrial Distribution Program
3367 TAMU

Texas A&M University

College Station, TX 77843-3367
Phone: 979-845-4984

Fax: 979-845-4980
http://id.tamu.edu

NAW Institute for Distribution Excellence

Ron Schreibman

Executive Director, NAW Institute for Distribution Excellence
1325 G Street, NW Suite 1000

Washington, D.C. 20005

Phone: (202) 872-0885

Fax: (202) 785-0586

E-Mail: RSchreibman@naw.org

www.nhaw.org
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