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How can you develop
new business when
there 1S no business?”’

This was the response | received when | called a Midwest dealer

recently to ask about new business development. | got my
answer and the dial tone, when he promptly hung up on me
without another word.

What | didn’t get to ask him was what he was doing to try to find
business? Did he have a new business development leader? Was
he getting out into the community and networking? Was he
offering new products and services that could not only keep his
business afloat during these tough economic times but open up
new avenues for business in the future?

Unlike my “Mister Hang Up,” who has clearly accepted defeat,
there are still dealers out there who haven’t given up and who
are not just holding their own but still doing well.

To find out just how dealers are working to develop new business
during these difficult economic times, OFDealer conducted a
survey for four weeks in January and February. What we found
was that most dealers who are successful in developing business
are doing so with a mix of old tactics and new ideas.

A look at the numbers

According to the survey, more than 80 percent of dealerships
have a formal business development program in place, with a
person on staff who is specifically responsible for developing new
business.

While some of these new business development directors have
been around for a long time, the majority of positions are more
recent and some have been developed only over the past year.
Many NBD directors are long-time employees and most are
former sales leaders.

Not surprisingly, dealers rated their outside sales force as their
most effective source of new business, but they also gave high
marks to community development and membership in
professional organizations and associations like IFMA and [IDA.

continued on page 9
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Chart A

Most Effective Approach to Developing New Business

Outside sales force 25%
Membership in local organizations or 219
associations ¢
Local community involvement 21%
Showroom events 11%
Inside sales/telemarketing 7%
E-mail marketing 7%
Internet 5%
Mass advertising 39,

(print, radio or TV) ’
Direct mail 0%

The least effective methods for developing new business
according to the survey were mass advertising (print, radio, or
TV), followed by direct mail and email marketing.

More than 80% of dealers polled said that they either did not
use or did not find mass advertising to be effective at all. And,
while 65% of dealers found direct mail to be ineffective, the
other 35% found it to be useful.

Less than 40% of dealers surveyed said that they use outside
resources like advertising agencies and mailing list providers
to support their new business development efforts. Of those
that did use outside resources, 70% reported that, at a
minimum, these lists were able to open doors for the company.

More than 60% of our respondents said they use Customer
Relationship Management software (CRM) and cited better
organization, follow up and control as the best reasons to
utilize such a system.

According to Carlene Wilson, principal of BKM Total Office of
Texas in Dallas, “CRM is highly effective for tracking new
business and forecasting. | am not sure how dealers can
accurately forecast their business without using CRM.”

Bill Pape, president of Lincoln Office, LLC in East Peoria, IL,
has found CRM particularly useful when it comes to helping

salespeople plan and track call results. “While we cannot tie
sales results to CRM,” Pape explained, “it helps our sales
team manage time and information more effectively and allows
management to monitor prospecting activity and sales
opportunities.”

The Top Three Dealer
Drivers for Business

Based on the survey results and answers to specific questions,
the overwhelming majority of dealers reported that the ability of
a company to network, expanding into new markets and
offering new services were the top three ways to build new
business success.

“When times are good you sell, and when selling gets difficult,
you plan for selling,” said Pete Harris, president of Interior
Solutions, a Salt Lake City, UT-based dealership who is putting
his money where his mouth is by opening not one but two new
locations over the next several months: a strictly service-based
business in Tucson and the first full line Kimball Select
dealership in San Diego.

John Sorteberg, president of Commercial Furniture services in
St. Louis Park, MN, continues to build business through the
more traditional methods of design/space planning, installations,
reconfigurations, and refinishing/repair while Bill Pape has
offered a dry carpet cleaning service for over 10 years.

For Tony Nelson, director of business development for
Corporate Environments of Georgia, service is the key to
developing new business. The 23-year old Knoll dealership has
two locations—in Atlanta and Columbus, Georgia—and has
been focusing on providing more services to their existing base
of customers and reaching out to professional groups in their
local market..

In addition to more traditional service offerings, the dealership
provides space evaluations, installation audits, panel cleaning,
and sound masking. Also on the menu: an innovative
“Handyman for a Day” program that’s subcontracted through
their own existing outsourced partners.

“The handymen show up sporting shirts with our logo on them
and perform a variety of services to businesses, including moving
and repairs,” explained Nelson. “We recently had two men spend
a half a day moving copy paper from one storage space to
another. There are possibilities out there if you look for them.”

continued on page 11

MARCH 2009

OFDEALER

PAGE 9






COV@F } continued from page 9

Innovative service offerings are nothing though, without the
ability to successfully reach out to existing and potential clients.

For most, networking played hand-in-hand with expanding into
new markets. Not only are dealers calling on existing customers
and attending the local chamber of commerce networking event.
They are crossing the lines into the A&D community and seeking
out quality face time with brokers and construction contractors.

Corporate Environments belongs to many local groups and
associations including the economic development council and
CoreNet Global, a professional association for corporate real
estate development professionals. The dealership has hosted
“Lunch & Learns” for the A&D community, ergonomic seminars
and “Green Dinners” that offer presentations on LEED
certification and renewable energy for local businesses.

In addition, Nelson reports, CE was instrumental in the
development of a “Women of Sustainability” group that has
grown from 12 to over 200 members over the past year and
helped open the door to new prospects for the dealership.

“You need to be proactive about developing business,” said
Nelson. “Invest in your salespeople and invest in your
company’s future.”

John Rasper, owner of Dekalb Office Environments in
Alpharetta, GA, says community and vertical marketing events
are huge new business development opportunities. “We also
hold healthcare symposiums once a quarter and A&D events to
showcase everything we offer,” said Rasper.

That sentiment was echoed by both a Markham Ontario
Canada and Seattle based dealership who said that while they
did not have a formal A&D program until this year, they have
found great success networking within the community, as well
as from reaching out to general contractors and commercial
real estate brokers.

“We have several teams focused on different markets, said the
head of the leadership team for architectural solutions and
market development at one dealership that responded to our
survey. “Higher education, healthcare and public entities seem
to be growing the fastest and have the most projects we are
working on. We partner with our aligned manufacturers and go
after the market together. We have an Architectural Solutions
team that gets us into new projects sooner than furniture and
allows us to market to a variety of audiences. We also partner

with select A&D firms, GCs, developers, tenant reps and select
manufacturers to develop opportunities together, then leverage
each area to hopefully work on more product lines within each
opportunity. Working with aligned representatives from all these
areas helps all of us.”

Regardless of the size of your dealership or the markets you
serve, one message comes through loud and clear from our
survey responses: Even though the challenges facing dealers
today may be among the toughest in years, opportunities still
exist to develop new business by offering innovative services
to existing customers or by finding new ways to identify and
reach out to new prospects.

Share your knowledge of furniture, ergonomics, sustainability
and cost saving measures. Don’t leave any stone, unturned.
The investment you make today whether it be time, money, or
knowledge, could well turn out to be the defining factor for your
future growth.

How Does Your Dealership Compare?

Compare your company’s financial performance to the
industry’s best players by participating in the OFDA's free online

Dealer Financial Comparison
& Benchmarking Guide Survey

Participating dealers can compare revenue & expense
structure, and profitability with:

(+ Top 10% of most profitable dealers

@ Dealers with comparable total revenues
(+' Dealers in markets of similar size

(+ Aligned vs. non-aligned dealers

(+ Dealers with equivalent service revenue shares

And, receive a FREE custom report aligning your data with
relevant benchmarks for easy use in improving performance!

To participate, click this ad or call 800.542.6672
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Aboard 7
USS Intrepid

Built in 1943, the Intrepid was commissioned
and served proudly in World War Il. She went
on to become one of the primary recovery
vessels for NASA, served three tours of duty off
Vietnam and conducted submarine surveillance
in the North Atlantic during the Cold War. Since
its decommission in 1976, the USS Intrepid has
been a landmark of Manhattan’s west side and,
since 1982, has served as an educational
center and museum with more than 750,000
visiting the aircraft carrier every year.

In 2006, the Intrepid was moved from its home
on Pier 86 for a two-year total refurbishment
which included, among other things, rebuilding
of Pier 86, the refurbishment of 16 of the 30
historic aircraft on board, the redesigning and
installation of new exhibits within the Intrepid
Sea, Air & Space Museum, an inside-and-out
paint job for the 65-year-old aircraft carrier and
new office buildout and furnishings for the more
than 90 people who work onboard.

Furnishing the Intrepid’s office space was no
small undertaking. Ok, it was a small under-
taking with low ceilings, confining surroundings,
26-inch wide doorways and narrow staircases
that would make moving and installation a
nightmare. And, no pressure here, but the
project needed to be completed between the

¢ Alicia Ellis
" Managing Editor

time the Intrepid was moved back to its home
on Pier 86 on October 2nd and October 24
when the staff had their move scheduled
from their temporary office space. The

grand reopening was held on November 8,
2008.

“Not only did you have to consider what
furniture would fit, but how were you
going to get it on the ship and on to the
fourth floor otherwise known as the
gallery deck,” said Charles Loughery, a
partner at Total Office Interiors PA and
Barry Dubrow who ultimately won the
bid with insightful layout ideas and help
from first line manufacturer AIS. Initial
planning and design was done by Neil
Sedwin of Sedwin Design who took on
the task of creating the original design
that Total Office & AlS turned into a reality.

Working with Bill Stewich, vice president
of product engineering and Scott Pitel,
regional vice president of sales at AlS,
Total Office Interiors was able to offer a
combination of AlS’s DiVi panel system
to create private spaces in a few of the
more open areas and its new Synergy
freestanding modular product line for
those many cramped areas. AIS was

continued on page 13
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able to get a mock up of the Synergy product in the
color they picked, within five days after the initial
request from the client.

“Once they saw the mockup, they could see how well
Synergy would fit without overwhelming the space,”
said Loughery, who praised the way Sedwin Design,
and AIS worked together to really plan a cohesive
working environment.

Given the green light, AIS was able to complete the
engineering and manufacture more than 70
workstations within eight days and within two weeks
of ordering, it was time to start the installation process.

Tackling the small doorways, narrow hallways and
many staircases was a job in itself but Loughery and
facilities vice president Matt Woods had a plan. With
the ship’s large elevator under renovations, an
alternate plan had to be made. Instead of hauling the
furnishings from the pier over a plank, into the bottom
of the ship and up four flights, Loughery and Woods
chose a top down approach. Using a crane, pallets of
furniture were hoisted onto the top of the flight deck
where a crew of 25-30 people hauled the product
down one flight to the fourth floor where they were
assembled.

“We couldn’t just haul everything on to the flight deck
at one time because space was so tight and there was
nowhere to store anything,” Loughery explained. “If it
rained, we would be in big trouble.”

Rather than take the risk, small loads were hoisted on
deck so that they could be brought onboard and below
deck immediately. Once placed in their respective
space, a crew of 10-12 installers would put them
together in place.

“The project was completed on time and a little more
than a week before the grand reopening,” said
Loughery proudly. “The entire project start to finish took
less than eight weeks and the clients were thrilled.”

“The entire team provided not only a quality product,
but accomplished the job in an unusually tight time
frame,” said Susan Marenoff, executive director of the
Intrepid Sea, Air & Space Museum. “The architecture
of an aircraft carrier is so entirely unique and can pose
challenges for mainstream projects. However, it was
seamlessly executed and the result is beautiful office
space within the framework of the ship.”
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* Networking opportunities that deliver best practices

and insight with members of AIA, ASID, FSN, IIDA,

InstallNet, NDA, NICDC, USGBC, WPA, & WPF

* Business Sessions Delivering Critical Dealer Education

* Expanded “Technology Neighborhood” SAVE THE DATE
* “GreenZone” Sustainable Solutions www.ofdanet.org/Austin2009
* Golf Tournament & Horseback Riding 800.542.6672
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They Aren’t

e phone with one of your best clients and

he/she told you that all those projects that they’d been
planning are on hold and “No, we don’t know for how long!”

Now what? You're still in sales and you need to
earn a living...so go sell something else...and
maybe to them!

Even though there have been plenty of articles
and seminars, warnings from industry experts
and organizations and even manufacturers, too
many salespeople in the office furniture industry
are still only focusing on the same thing—selling
more product.

Please don’t misunderstand, selling lots of
furniture is not a bad thing, but it is not prudent
to only sell product when many companies are
looking for ways to dispose of product or are
cancelling orders.

If, as a salesperson, you only lead with product,
you are very likely going to be struggling to get
an appointment let alone an order.

For many years, in good economies and bad, |
have been preaching the need for dealers and
their sales staffs to commit to selling more

services as it can be the key to extra profit or
surviving till things improve.

That’s nothing new you might be thinking to
yourself, but there still aren’t that many
salespeople who know how to sell services or
really make a strong attempt to learn. That’s a
shame, because surveys revealed that the
average GP on product is only 22%, while the
average GP on services is 36%.

Think about it this way: if clients aren’t buying
new products then they have to maintain what
they already have which is a great service
opportunity.

It is no secret that many automobile dealers
make a lot more money servicing cars than
selling them. Or, ask an office machines
salesperson about the margins on the products
they sell and they will tell you that they are slim.
That’s why maintenance agreements are a major
part of their business.

By Jim Heilborn

—~

Jim Heilborn is a business
consultant and speaker
specializing in the office
furniture/products industry,
working with dealers,
manufacturers, and service
providers. For more information
please visit his website,
www.jheilbornassociates.com.
He can be reached directly at
916.434.8711 or

jim@jheilbornassociates.com.

continued on page 16
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Here is something else to consider; every product or service
you can provide is one less reason for your customers to talk
to your competitors. Every product or service you provide is
one more reason for your competitors’ customers to talk to you.

If you aren’t selling services, you are limiting your opportunities
and possibly opening the door for competitors.

Many of you probably have some menu of services, but how
do you know if it is still the right menu and even remotely
important to your clients? The first step is to understand things
from their perspective; from the customer’s world view.

Too many salespeople approach a customer and start pitching
products or services without having any idea what the client’s
needs are. It is probably a cliché at this point, but remember
W.LILLEM. “What’s In It For Me” and by me, | mean the customer.

Find out what’s important to them. Ask them which services
they currently use and why. Ask them if there are any services
they aren’t currently getting that they could use.

Most salespeople are (or should be) always looking for
appointments, as the real selling is still best done in front of a

customer. It is in front of the customer that you can read their
body language, better hear the inflection in their voice, or even
see them make faces or roll their eyes.

You have a better chance of getting that appointment when
customers don’t think that all you want to do is try and sell
them something, especially after they already told you they
don’t have a budget for new product.

In cases like that, it is often best to try a different approach.
Almost everyone likes to be asked for their opinion, so ask them
if you can come in and do a services survey. It is really a very
simple process. Show them a list of the services you offer and
then ask them to score them by importance. They will be telling
you which services are important to them and which are not.

Once they have told you which services are important you can
come back at some other time and focus the presentation on
the services they told you were important.

The economy may stay flat for a while, but there will be
salespeople and sales organizations that will still find ways to
succeed. A friend of mine recently sent me this thought; “You
can’t change the wind but you can adjust your sails.”

BEAUTY MEETS BRAWN

THE NEW SYNCHRONICITY 1l

| M
L E
i

Increase productivity. Lessen fatigue.

CONCEPT

SBEATINGBG"

or visit www.conceptseating.com

Sleek design. Greater support options. Lighter body.
Double-walled construction plastic back.

The new Synchronicity |l features the strength,durability
and comfort Concept Seating customers expect.
Plus, our 24/7 Intensive Use chairs meet or exceed
GSA Intensive use ergonomic standards which

are ten times that of ordinary office furniture.

That's just one of the ways we go beyond expectations
to always provide you with superior products.
And it's what makes us different, better.

Make happier employees with Concept Seating.

To learn more about Concept Seating's 24/7 Intensive Use Chairs, call 1-800-892-5563
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GSA Contracts:
\anaging the

Price Reductions Clause

New Challenges and New Risks

By Gerard F. Doyle

As the volume of purchases by government
agencies under General Services Administration
(GSA) multiple award schedule contracts for office
furniture approaches $1 billion annually, recent
developments indicate that contractors face an
even greater need for internal controls to ensure
contract compliance.

These recent development include actions by GSA
to tighten up the requirements for avoiding violations
of the Price Reductions clause, as well as changes
to federal procurement laws dealing with fraud and
conflicts of interest.

GSA negotiates office furniture contracts on behalf
of federal agency customers with the objective of
getting the best prices for the government.

After the vendor has disclosed its best commercial
pricing and terms and conditions for its various
categories of customers, GSA selects one category
(usually commercial dealers) as the basis for award,
and insists upon government discounts which are
at least as favorable, taking into account the value
of certain functions which the commercial customer
may provide.

Under the Price Reductions clause in the GSA
contract, the resulting relationship between the GSA
discounts and the commercial discounts must be
maintained over the life of the GSA contract.

GSA contractors are under constant competitive
pressure to give higher discounts, but the Price
Reductions clause requires contractors to give
proportional increased discounts to GSA.

An exception exists for sales under “firm, fixed-price
definite quantity contracts with specified delivery in
excess of the maximum order threshold [MOT] in
this contract”.

In order to avoid the obligation to increase GSA
discounts under the Price Reductions clause
whenever a non- standard commercial dealer
discount is necessary for valid business reasons,
GSA contractors may consider several strategies.

During pre-award negotiations with GSA, in addition
to developing the most persuasive and well-
documented arguments for a high dealer mark-up
based on dealer value-added functions, try to have
your normal practice of non-standard dealer
discounting be incorporated into the basis for award.

For example, if the data shows that 5% of your
dealer volume is generally at non-standard
discounts without volume commitments, try to
negotiate for a basis for award which is defined to
include such a margin of safety which will not trigger
the Price Reductions clause.

If you encounter a one-time competitive situation,
consider notifying GSA of the non-standard
discounts given, along with a brief description of the
circumstances, while recognizing that this does not
guarantee that GSA won’t insist upon a price
reduction.

If such situations are too frequent, it is likely that
GSA would conclude that such ad hoc discounting
constitutes a pattern and a practice which triggers
the Price Reductions clause.

]

Gerard F. Doyle is a partner
in the law firm of Doyle &
Bachman LLP in Arlington,
Virginia, where he
specializes in government
contract law. For more
information on GSA contract
compliance, contact him at
703.465.5440 or
gdoyle@doylebachman.com.

continued on page 18
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In order to satisfy the requirements of the Price Reductions
clause for a “firm, fixed-price definite quantity contract for
specified delivery in excess of the maximum order threshold,”
the agreement must be a valid binding agreement.

It must be signed by the dealer as well as the contractor. It must
state the discounts and the required dollar volume of purchases.
It must state a period of time within which a volume in excess
of the MOT must be delivered (usually one year, but longer
periods not in excess of the five year term of the GSA contract
or option period may be permitted).

If the agreement is not enforceable (and enforced) by
chargebacks to the dealer for unearned discounts, it will not
protect you from exposure under the Price Reductions clause.

New Challenges

The MOT has great significance for GSA contracting. It has
two purposes: First, it defines the size of an order by a GSA
ordering agency above which the agency is required to seek
higher discounts than those in the contract. Second, it
defines the dollar volume commitment of a commercial
agreement which allows you to give non-standard higher
discounts to commercial customers in the basis for
award category without triggering the Price
Reductions clause.

Although the MOTs in GSA furniture contracts have
sometimes been negotiable in the past, GSA generally
specifies an MOT of $200,000 - $300,000 (net) for seating
Special Item Numbers (SINs) and $500,000 (net) for other
furniture SINs.

As recently as 2005, GSA office furniture contract awards defined
the MOT in terms of “any order for a combination of items”.

In accordance with this language, the Price Reductions clause
would not be triggered by a single order or written agreement
with a dealer committing to purchase an amount in excess of
the MOT for the total of all product categories or SINs.

However, since that time GSA has modified its standard office
furniture contract terms and conditions to define the MOT much
more restrictively, i.e., “any order for a single item”, and to
specifically state that a series of orders within a few days of each
other may not be treated as a single order.

This change means that government ordering agencies will have
to exceed the MOT by SIN in order to be entitled to seek higher
discounts, and that commercial dealers will have to exceed the
MOT by SIN in single orders and in contracts to avoid triggering
the Price Reductions clause. (The term “item” refers to SIN, not
to a product within a SIN.)

\S__)/ If your GSA contract

does not already incorporate

the revised MOT definition, you

should assume that it will be required

by a contract modification at some point

in the future, and not later than your next five
year renewal.

At such time as your GSA contract is
modified, the change will apply to all of
your new commercial dealer orders
and agreements executed after the
effective date of any such GSA contract
modification.

\—/ When GSA indicates its intent to
incorporate the new MOT definition in your

contract, you may want to consider negotiating for lower
MOTs, but you will also need to structure new commercial
orders and new or renewed dealer agreements to allow
non-standard discounting only on the anticipated high volume
SINs, each of which would have to be in an amount in excess
of the applicable MOT.

New Risks

Under new regulations effective December 12, 2008 (73 FR
67091, November 12, 2008), new government awards over $5
million and 120 days duration will include new requirements for
a contractor code of business ethics and conduct and for
disclosure of fraudulent activities.

For commercial items contracts, such as GSA office furniture
contracts, certain other new requirements to have an
awareness and compliance program and an internal control
system to prevent, detect and deal with improper conduct will
not be mandatory.

continued on page 19
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However, guidance in the Federal Acquisition Regulation states
that all government contractors should have an employee
business ethics and compliance training program, and an
internal system that is suitable to the size of the company and
the extent of its involvement in government contracting, which
will facilitate timely discovery and disclosure of improper
conduct in connection with those contracts, and which will
ensure that corrective measures are promptly instituted and
carried out.

GSA contractors subject to the new rules will be required to
disclose in writing to the ordering agency Inspector General and
the GSA Inspector General, with a copy to the contracting
officer(s), whenever they have credible evidence of a violation of
federal criminal law involving fraud, conflict of interest, bribery,
or gratuities, or a civil False Claims Act violation, in connection
with the award, performance, or closeout of the contract.

These rules have application to new GSA office furniture
contracts, which have five year renewable terms and are likely
to exceed $5 million. As of this writing, GSA has not formally
announced how it plans to apply these new rules to schedule
contracts.

In addition, the knowing failure by a principal of a government
contractor or subcontractor, until three years after final payment

on any government contract, to timely disclose to the
government credible evidence of any of the above types of
violations, or to disclose significant overpayments, becomes a
cause for suspension and or debarment from government
contracting. This aspect of the new rules is not limited to
contracts over $5 million and 120 days duration, and is
retroactive.

Some GSA contractors have in the past been prosecuted under
federal fraud statutes for Price Reductions clause violations and
other violations of contract requirements.

When the new regulations are applied to your GSA office
furniture contract, you will likely be required within 30 days to
have a written code of business ethics and conduct and make
it available to all employees and representatives involved on the
contract, and you will be subject to the requirement to make
timely disclosure of any incidents of fraud to the Inspector
Generals of GSA and the ordering agency.

The changes which GSA has made to the definition of maximum
order threshold will make it more difficult for GSA office furniture
contractors to avoid triggering the Price Reductions clause. The
new Government ethics and disclosure rules add significant
risks for failure to disclose violations of the Price Reductions
should they occur.

Protect Your Most Valuable Business Asset

An organization's ability to attract, retain, protect, motivate and renew quality people
is the most critical factor for long-term viability. One of the best and most cost-effective
ways to show your employees you care about their well-being
is to protect their most valuable asset—their ability to earn an income.

As an OFDA member, you are entitled to
participate in the OFDA Group Insurance Trust
for Life and Long Term Disability coverage.

When you sign up, you'll be receiving
quality insurance at “members-only” pricing.
Give your employees the protection
they deserve when they need it the most
and at a price that you can afford.

Call 800.542.6672 or
email kmanolas@ofdanet.org
for your FREE quote today!

@il

Office Furniture Dealers Alliance

—

/
NICARE.

A Healthy Dose of Innovation e
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Dealer Financial Comparison Provides Valuable Benchmarking Data
Survey Helps You Determine How VWell Your Dealership Stacks Up Against Your Peers

Looking for ways to determine how well your dealership is perform-
ing relative to similar businesses and find new opportunities to run
more productively and profitably?

OFDA’s 2009 OFDA Dealer Financial Comparison and Bench-
marking Guide (DFC) can help you do all that and more, says Billie
Zidek, the association’s director of research and standards.

“Reliable dealer benchmarking data is more important than ever
today,” contends Zidek. “In addition to comparing one dealership to
another, the DFC can be used to help dealers maintain strong control
of their businesses - staying on top of expenses, managing cash,
managing debt and setting realistic goals — which is especially useful
during tough economic times.”

This year’s report will include comparative financial ratios and
statistics by participants overall, by dealer revenue, by size of market
area, and by other important criteria.

In addition, it will present data for a special grouping of high profit
firms versus middle and low profit dealers. Perhaps the most valuable
feature of the 2009 DFC is that all firms participating in the survey will
automatically received a confidential Company Performance Report
(CPR) showing how they compare with their peers.

To make sure you receive your free CPR and a copy of the
comprehensive survey report in an electronic format, complete
the survey form for your
https://www.iisecure.com/OFDA/login.asp. The survey deadline is
June 30 and all responses are kept totally confidential.

continued on page 21

dealership by going online at

Looking for Fast Reliet?

Office Furniture Dealers Alliance (OFDA), THE industry association

for dealers and their key business partners, is your one-stop source for:
. © % !

@Al

Office Furniture Dealers Alliance

® Management education programs for company principals,
sales and operations managers

@ Industry-leading financial and operations benchmarking

® Online forums for member networking, product and
best practice exchanges

® Practical web-based training, webinars and other online
resources for employees

® Scholarships and Group Insurance programs for families
of member company employees

@ Special member pricing on other valuable business services

800.542.6672 % www.ofdanet.org
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How Satisfied Are You With Your Manufacturers?
Let Them Know With 2009 OFDA Survey.

OFDA'’s annual Dealer Manufacturer Satisfaction Index (DMSI)
survey offers dealers the opportunity to evaluate the
products, policies, service and support of their manufacturer
business partners.

The purpose of the survey is to improve dealer-manufacturer
relations by both identifying topics of dealer concern and
recognizing best of class performance.

It's easy to participate and the survey takes less than five minutes
to complete. Dealers can evaluate up to four primary suppliers in
six key categories: training, product lines, service and support,
sales and marketing, management, and technology.

To participate, log on to
https://www.iisecure.com/ofdasurvey2009.htm. Individual
survey data is completely confidential and as a thank you for
your participation, participating dealers will receive a copy of
the final report so that they can compare their manufacturers
with others in the industry.

The survey deadline is April 17 and results will be shared with
the industry press and manufacturers in early June. Top ranked
manufacturers will be presented with OFDA Dealers’ Choice
awards at the NeoCon 2009 show held at the Merchandise Mart
in Chicago.

For more information on either of these reports, contact Billie
Zidek at bzidek@iopfda.org.

Third Edition of Installation
Estimating Workbook Now Available

The 2009 Installation Estimating Workbook is now available
through the OFDA Online Store.

The workbook, developed by the Solomon/Coyle consulting
organization, provides both an estimating methodology as well
as validated hours for various systems furniture lines, individual
products and site/project conditions.

New for 2009 are installation estimates for new Haworth
prototypes for UniGroup Too and Compose; a Steelcase
prototype for Kick; Kimball prototype for Xsite (old and new
version); Herman Miller’'s MyStudio and Vivo; Knoll’s
Autostrada; updated prototypes for Teknion, and HON
prototypes for Initiate.

A number of existing prototypes have also been refined where
appropriate and field confirmed.

Click here to order. https://www.iopfda.org/index.asp?
sid=66&CatalogFormID=3&CatalogltemID=10

Dealers & Distributors

® Organizational evaluation & discovery
® Operations review
@ Create additional selling capacity

Manutacturers & lmporters

@ Increase channel productivity
@ Minimize channel conflict
@ Benchmark performance

Moving Business Forward ==

Market trends got you down? While there’s little to
change the macro economy, you can insure that
your business is tuned for maximum performance.

® Financial modeling, “what-if” scenarios
® Enabling more earnings w/incremental improvement
@ Strategic planning/tactical implementation

Do you have a need to improve marketing
channel and distribution effectiveness?
Maximize dealer performance?

© Manage diverse challenges
© Key market analysis
@ Market coverage & distribution efficiency

For more information contact: Evan Morris, Principal
303.345.3355 @ Evan@locomoshun.com @ www.locomoshun.com
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In last month’s column, | discussed the payoff from
successful cash management; covering five strategies for
managing and monitoring liquidity, including managing
receivables.

Accounts receivable are a dealer’s largest asset, typically
amounting to almost 50 percent of all assets. Yet many
dealers operate year after year aggressively pursuing
sales, allowing their credit and collection practices to run
along with little scrutiny and even less strategy.

As an industry, we allowed that to happen in 2000, and
many appear to be falling into that trap once again.

Remembering our downfall in 2000, | surveyed dozens of
dealers a year later and asked them to divulge the biggest
mistake they made when the economy turned sour.

The number one confession was failing to take a tough
stand on credit and collections. (A close number two was
failing to listen or react to the early warning signs). All
agreed that credit should have been a top priority.

Have we learned? | wonder. In a poll conducted two years
ago, when times were good for most dealers, 76 percent

of dealers reported customers not paying
their bills on time. Considering the current
financial and economic crisis, imagine what
that percentage would be today!

Customers won’t hesitate to live on your
capital if they can. Selling on credit is lending
money interest-free to your customers, with
you being their banker. The cost of this loan
is the return you could obtain if you had that
cash and could invest in the future or use the
money to pay off debts.

As a lender, how long are you willing to allow
them to have that interest-free loan? Slow
collections and bad debts have been major
factors in dealer failures.

Strict credit and collection policies are

always necessary, particularly in today’s
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Bill Kuhn, principal of
William E. Kuhn &
Associates, is a noted
industry consultant, writer,
and speaker with over 35
years of industry
experience. He consults
with dealer principals and
their management teams
in areas of strategic
planning, leadership and
organizational
development, marketing,
financial management,
valuation and merger/
acquisition. For more
information, contact Bill by
phone 303-322-8233, fax
303-331-9032, or e-mail:
Billkuhn1@cs.com.

economy when the fiscal conditions of almost any
corporation can change in a very short period of time. It
is essential to minimize the risk of bad debt losses and

shorten the average collection period.

continued on page 23
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My experience indicates too many dealers have a collection
period (days sales outstanding) that is not just three or five
days—but rather ten or more—below an acceptable benchmark.
Your benchmark should be getting as close to your stated credit
terms as possible.

Consider the cash impact of a dealer experiencing a collection
period of 35 days compared to a dealer with a collection period
of 55 days—yes, | see differences of that much!

For a $10 million dealer, that 20-day spread amounts to a

Expenses are related to the quantity of assets. The greater the
assets, the greater the cost of maintaining those assets. A slow
accounts receivable collection period means higher collection
costs, more paperwork in statements and delinquent notices,
more telephone calls, possible legal fees, and higher bad debits.

And if you don’t think that’s a problem, consider this: A bad debt
loss of $10,000 against a dealer net profit of two percent
requires $500,000 in additional sales to offset that loss!

The foundations of accounts receivable management are well-

defined, effective credit and collection policies and practices.
Here are some suggested steps to improve each.

difference of over $500,000 in the accounts receivable balance.
What would that do for your liquidity?

1. Establish written credit policies that cover all of the following: terms of sale, credit approval, credit limits, new accounts, change in credit status,
authority to override credit policy and communication procedures, particularly with sales personnel and customers.

2. Recognize the costs and benefits of strict versus liberal credit policies, and understand how to judge which customers are reasonable credit risks.
Assess trade-offs between credit risks and marginal sales. Offer extended financing or credit terms only to credit-worthy or strategic customers.

3. Once credit limits and terms are established, monitor and enforce them.

4. Be consistent, firm, and tough. Be willing to say “no.”

5. Regularly re-examine the credit status of large accounts. This is where many dealers were burned in recent years.

Collection

1. Collection starts with timely billing. Quite often because of slow internal processing, billing is delayed several days. That’s an additional time delay
and is not included in days sales outstanding.

2. Make sure your invoice is correct. Quite frequently in contract furniture, discrepancies exist between what your customer believes is the proper
payment and what you show as outstanding. Additionally, make sure that dissatisfaction (e.g., failure to complete punch lists) is not the cause of slow
pay. Follow-up and communication with the customer is the only way such issues can be resolved.

3. On larger project sales, require deposits and progress payments. This can significantly improve your flow of funds, shortening the order-to-payment
cycle.

4. Prepare a monthly (preferably a semi-monthly) Aged Trial Balance report that identifies each account and its status. Calculate the percentages in each
column, current and past due, and set targets to reduce percentages of aging receivables. Thirty to 60 days past due should be no more than 10 to
15 percent, 60 to 90 days no more than 5 to 10 percent, 90 and over, again no more than 5 to 10 percent. Regularly work all the columns; the best
way to keep a receivable out of the 90-day column is to keep it out of the 60-day column.

5. Observe the trends and buying habits in the age of your receivables and re-examine all accounts that are consistently past due. Can you identify a
common factor to watch for in new accounts?

6. Consider paying your commissioned sales staff on collections, not billings. Funny thing, when commissions are tied to collections, sales people find
a way to get the customer to pay more promptly. Often, slow payments may be due to uncompleted punch lists, incorrect charges, and customer
dissatisfaction. Sales people can help in these areas.

7. Assign responsibility and authority, and keep sales people, customer service staff, project managers, and customers informed. Make sure that you
have staff assigned (such as a dedicated collection person) to consistently monitor the collection process.

It’s not too late to take action. Consider new and improved credit and collection strategies and
set a new benchmark to reduce days sales outstanding to a number that—in time—uwill approach
the credit terms you have established and expect your customers to follow.
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A colleague of mine recently lamented the lack of accuracy in his sales
forecasts. He said he could not feel comfortable about the validity of
the numbers given to him by his sales team. Were they a view of the

pipeline or were they a pipe dream”?

Forecasting involves several components that ultimately lead to a final
goal of predicting cash flow. Many business leaders define forecasting
as a near term estimate of invoiced sales for the following month or
three months to include the next rolling quarter.

Estimating invoiced sales is further clarified by drawing on known facts
apbout current bookings. It seems that most every company makes a
forecast at least on a monthly basis and if sales cycles are extremely
short, forecasts can be revised throughout the month.

Accurate or not, any attempt to forecast the future is likely better than
Nno prediction at all.

asting:
t
S@irence

By Evan Morris

Evan L. Morris is principal of
Locomoshun — Moving
Business Forward, a
Denver-based business
advisory group whose goal is
to enable marketing channels
to create additional selling
capacity, improve efficiency,
and enhance profitability.
Locomoshun works with
individual dealers and
distributors; dealer groups;
associations, and, also
manufacturers and producers
to improve their channels of
distribution. For further
information, please contact
Evan Morris at 303 345 3355
or Evan@locomoshun.com.

continued on page 26
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All-Inclusive Forecasting

Before we look at the art and science of sales forecasting, let’s mention the
total process that includes the additional components. The beginning point is
marketing activity; the ending point is a prediction of cash flow. Components
in between include:

Marketing activity—generating targets and leads

Sales activity—working to uncover opportunity from the leads
Close ratios—measuring the harvest or results of selling efforts

Resulting in:
Booked orders—the first of three end goals
Invoiced sales—the second desired result. And finally, a prediction of

Cash flow—the ultimate goal of all forecasting activity

Leadership needs to strive to build an all-inclusive forecasting tool using
these components. This practice can yield higher accuracy with which to
steer the company. Even if the reality of the current business environment
may not allow the time or resources to do this expanded forecasting, we
can at least work at forecasting invoiced sales supported by bookings.

Forecasting Sales Supported by Bookings:
Both Art and Science

If we’re going to go to the effort to forecast, we need to make it as accurate
as possible so that we can generate a sound prediction from which to guide
our business.

The scientific part of forecasting uses raw data and is objective and factual.
The artistic part of forecasting includes intuitive thinking which comes from
experience.

Have you ever known a business owner who doesn’t seem to formally forecast
but yet they run a successful company? How do they do it? The hidden secret
is that they forecast, but they do it in their heads and on the fly!

No one can do this without sufficient practice but given the experience, the
process emerges as an incredible art form.

Two axioms:
The larger the company, the more science
increases and art diminishes.

Conversely, the smaller the business, the more
art prevails over science.

If a leader has the experience and the business is of reasonable size, then
it is possible that accurate predictions can be made over the short-term on
the back of an envelope.

Components of Building
a Sound Sales Forecast

Regardless of the business or industry, there are basic points that people
should be aware of to compile an accurate forecasting tool:

M Characteristics of the major product groupings and services offered

W The number of prospects generated compared to the marketing efforts
invested

M The amount of time needed to convert prospects into customers
I The degree of success in converting prospects to customers

M The nature of the selling cycle of product categories and services
offered

B Characteristics of the product categories—are they a capital spend or
commodities with frequent consumption?

M Historical data and visual graphs to nudge intuitive thinking
M The nature and causes of revenue peaks and valleys

W Macro economic trends affecting the business

Pipeline or Pipe Dream?

[t's not uncommon for leaders to offer inaccurate forecasts that bring little
value for directing business. Such exercises represent an inefficient use of
time and resources for all involved. We need to avoid such pipe dreams. An
accurate and realistic prediction of the pipeline is really what we seek.
Reasons for pipe dreams include:

M Managers don’t confirm input from the sales team, but they freely
accept the predictions made by individual salespeople.

M Forecasts made by salespeople are rushed and given little thought.

M Hard driving managers unknowingly instill fear in the sales team.
People don’t want to feel the retribution of submitting a low number
so they offer fiction to buy them one more month of smiling faces.

M Aggregated numbers are posted to the forecast without sufficient
investigation to validate the granular truth.

M Intuitive knowledge is not used to temper the facts presented.

M Individuals don’t view the process with the same priority as
leadership, thus yielding a haphazard compilation.

I Not enough research is done with large customer purchasing plans
or trends.

Meaningful forecasting does not have to be difficult, but a sound prediction
of your future will require diligence and the input of many. Give sales
forecasting the effort it deserves and you will not be disappointed.
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Interior Design Laws

Reaching a New
Crossroads”

For the last nine months an intense debate has been taking
place within the office furniture and interiors industry regarding
the need for and merits of state laws governing use of the
“interior designer” title and the practice of interior design.

This debate has been sparked by aggressive regulatory
enforcement of an extremely stringent “practice” interior design
law in Florida. It also is being triggered by growing and more
visible legal and legislative advocacy battles being waged
around the country.

There is much more at stake in these legislative and legal battles
than may first meet the eye. Approximately 20 states have some
level of regulation of the “interior designer” title, the practice of
interior design or both.

The educational and work experience requirements associated
with earning a certified “interior designer” title are substantial
and the costs of doing so reportedly are fairly high.

To cloud the issue further, many current practicing professionals
do not meet the specific educational requirements (passage of
the NCIDQ exam and ongoing courses to maintain that
certification), but were originally “grandfathered” as certified due
to their significant level of experience.

The Florida situation is particularly vexing, with aggressively
enforced restrictions on both use of the interior designer title and
the ability to practice space planning (very broadly defined) and
other typical duties that “designers” perform.

In Florida the legal problem goes a step further, as a result of the
interaction of the interior design law with other laws that require
an officer and/or principal of the company performing space
planning to be a state-licensed interior designer.

After the State “privatized” its review and enforcement regime a
few years ago, many legitimate industry businesses could not
comply without incurring large costs, exiting an important line
of service business, and/or making important executive
leadership/management decisions that they otherwise would
not make.

chrishates

OFDA President

The Office Furniture Dealers Association (OFDA), in cooperation
with other national and Florida-based industry associations and
members in Florida—with the active interest and
encouragement of industry trade media—has been working to
find reasonable middle ground on this issue.

There are important new developments in this debate which
could move the office furniture industry and other sectors
affected (i.e., kitchen and bath dealers) toward a new crossroads
with respect to interior design legislation—starting, but not
necessarily ending, in Florida.

Specifically, the American Society of Interior Designers (ASID),
which has been a major driver of this advocacy activity, has
announced a significant change in its legislative policy on this
issue.

At the risk of oversimplification, ASID states that it will no longer
support or advocate for state laws that restrict the practice of
interior design, or for title legislation that would restrict use of
the “interior designer” title.

ASID now believes that use of “licensed”, “certified” or
“registered interior designer” should be regulated instead.
Meanwhile, opponents of interior design legislation have
become more visible and vocal.

The Interior Design Protection Council (IDPC) has dramatically
expanded its outreach to and advocacy on behalf of
non-certified/non-licensed interior designers who practice in
Florida and other states around the country.

IDPC, working with the Institute for Justice and various business
groups, is highlighting restrictive interior design laws and their
provisions around the country.

This advocacy has contributed to recent governor vetoes of new
interior design legislation in several states, decisions not to
renew expiring laws and, in a couple of cases, court decisions
finding that restrictive interior design laws are inconsistent with
state constitutions.

continued on page 28
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As the economic outlook has become more uncertain,
prospects for passage of new or more stringent interior design
laws are likely to dim.

In Florida, there is now active legislation moving through the
state legislature that would fix provisions in the Interior Design
Practice Act (FS 481.203) that are most problematic. The Interior
Design Association Foundation (IDAF) in Florida filed a
successful petition late last year to clarify interpretation of the
Act, but that ruling does not address ongoing restrictions on
subcontracting for interior design services or on space planning
when workstations or other “fixed” furniture or other interior
products are involved.

The justification for interior design legislation has been that
space planning and other design functions are critical to
ensuring life safety, accessibility, and compliance with federal
and state laws, as well as local building and fire codes.

As such, the argument runs, they should only be performed by
NCIDQ-certified interior designers who are qualified to register
and/or become licensed in individual states.

Critics of interior design laws and the Florida law in particular
argue that there is no evidence that life safety issues have been
associated with errors in space planning performed by
non-licensed designers. They contend that local government
inspections generally identify any significant code or
accessibility violations so that these can be corrected before a
life-threatening situation arises. The cost/benefit calculation for
establishing or maintaining such regulation is therefore not
compelling, they argue.

OFDA surveys of members in Florida and nationally suggest that
the majority of office furniture dealers are expected by their
customers—or asked by representatives of the A&D
community— to perform space planning to varying degrees on
most projects.

Dealers in turn may rely on manufacturers or their represen-
tatives for assistance in performing space planning to ensure
accurate representation of product alternatives in those plans.

Most members agree that a “one size fits all” regulatory
approach—as now prevails in Florida—is too inflexible, too costly
and inconsistent with how our industry operates in practice.

While the skills and title of “interior designer” are widely
respected and vitally important on larger scale and more
complex contracts, they often are not required for small projects
with routine space planning needs.

So where lies the elusive middle ground?

While this is still being worked out in Florida, most business
leaders in the office furniture industry would agree that the
interior design designation has meaning and value that should
be recognized.

Interior designers should be able to participate in a broad range
of non-structural interior design functions in partnership with
dealers when appropriate to the project size and complexity.

A strict division of labor—the one size fits all approach—is not
commercially sustainable, especially in today’s economic
environment.

In short, we might ask ourselves: Is our industry based on a
zero-sum game, or are there in fact a wide range of win-win
options for the interior design community and those who design,
manufacture, sell, install and otherwise provide services to a
common set of increasingly valuable customers?

Perhaps we are approaching an important new crossroads that
will move the industry toward a more flexible middle-ground on
how we can manage this issue outside of the legal and
regulatory spheres.

How Satisfied EIgs )(ou"

The Annual OFDA Dealer Manufacturer
Satisfaction Index (DMSI) survey is your
opportunity to evaluate the products,
policies, service and support of your
manufacturer business partners to
improve dealer-manufacturer relations.

Strictly confidential and open to all
dealers, evaluate up to four of your
primary suppliers in six key categories:
training, product lines, service and
support, sales and marketing,
management, and technology.

Top ranked manufacturers will be receive
OFDA Dealers’ Choice Awards
at the June NeoCon show in Chicago.

As a thank you for participating, you’ll
receive a FREE copy of the final report
$0 you can compare your suppliers with
others in the industry.

Click this ad for a Link Directly to
the DMSI Survey or call 800.542.6672.
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