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CEM ACTIONS STIR CONTROVERSY, CONFUSION

Theword is getting around that a few of our Contract Electronic
Manufacturers (CEM) are making movesin the industry that are not being
well received by the independent reps and distributors and are not setting all
that well with some principals. What’sit all about?

Well, that isthe focus and purpose of the next chapter meeting, Tuesday,
August 6". Memberswill report on their direct involvement with this
program and copies of what documentation that is available will be provided
each member present.

The main CEM’sinvolved are Sanmina and Solectron. We“hear” that Flextronicsis
getting into the act, aswell. What the CEM’sare proposing isthat the manufacturer
(possibly one of your principals) enter into an agreement that givesthem permission to
“qualify” principal’s product for worldwide
purchase and installation into the CEM’s IN THIS ISSUE
contracted assemblies, i.e. their customer’s
Approved Vendor’sList (AVL). Inreturn for
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When talking about this program to older Chapter Officers 3

reps, their commentsverify that thisis
certainly not a new idea, just a new wrinkle.
People have been trying to get customersto eliminaterep’s commissions and pass along the
“savings’ for years. Thecurrent ideaisto get the discount from the manufacturer, with
the added implication that, “if you don’t cooper ate, somebody else will” dropped in, in a
not-so-subtle fashion.

Henry “Hank” Lavin. Weare sorry to report the passing of Hank, a long-time
member, supporter and twice National President of ERA. This New England rep was
also a friend to many and they all will sorely misshim. God speed, Hank.
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I's published bimonthly by the Northern
California Chapter of the Electronics
Representatives Association

R.W. (Bob) Parsons, editor

NOTE: If you havereceived this
newsletter by mistake, please send an e-
mail request and we will remove your
name. Send to:

info@ncalera.org

This newdletter ispublished in .pdf format
which givesyou a full color presentation.
.pdf can be viewed using Adobe's Acrobat
Reader, free on their website. Just goto
www.adobe.com and download the
program.

MEETINGS &
SPECIAL EVENTS

August 6 Michaelsat Shoreline
Regular Meseting
September 30" Crow Canyon
Golf Club -- Annual
Golf Tournement
September 21-26'" WESCON
November 5" Michaelsat Shoreline
Regular Meseting
Past Preddent’s Night
December 4™ All Electronic Industry
Charity Event (ERA-NEDA
Christmas party)

PALM PILOT WORKSHOP
For Michael Onken
By Editor

Watch for a special report on this activity,
held August 2"%. Here are some pictures,
an indication of the attention of the crowd
to this excellent program.

Michael, of course,
at left, who putin a
lot of time getting
this program set
up. Welearned
{ some lessons on
venue, but it
turned out well
and well accepted,
as shown below.
The room became
quite noisy as
lunch progressed, but everyone managed to
get the message.

That’sthe speaker, Philip McClendon,
Project Manager, Accessories, of Palm
Corp., below, obviously holding his
audience s attention.

We'll have a special report in a few days.
Watch for it along with the announcement
of our next Educational workshop in
September.
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ERA ANNUAL GOLF TOURNAMENT

by Ron Jenkins

The 2002 Golf Tournament is scheduled for Monday,
September 30 at Crow Canyon Country Club in
Danville. Thisistheweek after the WESCON Show
held in Anaheim.

Entrieswill be mailed in August. Please return completed entries

promptly to secureyour reservation. Dinner choicesthisyear will be Grilled Filet Mignon
with Wild Mushrooms and Jack Daniels Sauce or Chicken Wellington with M ushroom
Duxelle and Puff Pastry, Bordelaise Sauce.

You can download an Entry Form at http://www.ncalera.org/golfentry.html.

Theday's scheduleis:

10:30 - 11:30 Check In and Match--Making
11:00 - 12:00 Lunch (Grilled Chicken, Burgers & Dogs)
- 12:30 Shotgun Start
5:00 - 6:00 No-host Cocktail Hour
6:00 - 7:30 Awards Dinner

The practicerangeisnot available. Wewill play 19 holes. The 1st holeisfor practice and
to loosen-up those tight muscles.

Prizeswill be awarded in three divisions. Gross, Net (NCGA Index required) and
Callaway (non handicap players). The Net & Callaway will have 3 flights each.

For additional information you may contact the golf committee:

Ron Jenkins Westech Associates  (650) 961-1422 rjenkins@westechassociates.com
Bill Walsh Westech Associates (650) 961-1422 bwalsh@westechassociates.com
Don Onken  BridgeMarketing  (650) 827-3600 don@bridgerep.com

Mark Conley O’Donnell Assocs.  (408) 456-2950 mconley@odonnell.com

Please call if you have any questions or care to make any suggestions.
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NEWS AND VIEWS
By Bob Parsons

IT NEVER RAINS BUT WHAT IT POURS

“WorldCom's accounting troubles will have a big impact on
California. Silicon Valley will be hit the hardest, Slowing its
recovery. Cisco, Juniper Networksand other
telecommunications equipment suppliers can expect fewer
ordersasamajor buyer in theindustry bitesthe dust.
Businesses will probably pay more for long-distance service.
With WorldCom out of the picture, competitors can raise their

rates.”

That’sright out of Kiplinger’s California Letter a few weeks ago, a sour ce we look upon as
very valuable. Of course, WorldComm'’s subsequent Chapter 11 filing may well save the
communications part of their business. We hope these shenanigans do not cause any major
problemsfor you but hardly a day goes by when we don’t hear of another accounting
irregularity. Fortunately, Congress has stepped in and thingswill look up. Maybe we can

gain if thingsjust don’t look down.

We arereminded of Damon Runyon’s famous hor se-player’s comment, “I hope | break

even today. | need the money!”

OWNER’S FORUM

Thefirst Owner’s Forum of 2002 was a
success — so much so that we are planning
another before 2002 is much older. More
on thislater on.

We had 20 member s present, about what
we had expected, although a few signed up
and didn’t show up. Itisashamethat it
works out that way, but unexpected events
come into play -- customer emergencies,
principalscalling at the last minute and
making requests that demand attention;
and once in awhile a tee-off time may have
forgotten and good starting times can be
demanding. Right? Certainly.

The subject wasoriginally listed asNBO
(New Business Opportunities) reporting.
Mark Conley, our speaker, was obviously
prepared since he had presented the bulk of
the program at the ERA National
Conference a few months before.

Thistime he incor porated additional data
he picked up from fellow conference
speakersthat enhanced the presentation
immensely. We'll go through a few of the
mor e obvious facts for you. It ishoped that
we can do a good enough job of reporting
that you will be persuaded to makeit to the
next such forum where we will discuss
options around the subject of Feefor
Service.
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Mark first called on the Orlando presentation of Susan
Mulcahy of Cahner’s Publishing. We shared some
interesting facts they had put together from surveysand
other research. For instance:

Only 40% of all initial designs get to the prototype
stage.

Only 40% of the prototypes get to the pre-
production stage.

Only 30% of thelatter get to actual production.

Do the math and you will determine that lessthan 5% of
the new designs makeit to production. Isit any wonder
that reps often find themselves wondering where all those
samples go that they keep handing out? Of more
importance, as commission cuts (and splits) proliferate,
how doestherep get paid for all that non-productive
work?

[0 Topicschosen askey at the National conference were
many and varied. Thisforum targeted mor e specific
Northern California challenges.

1. Whereisthe businesstoday?
2. Whereisit going?
3. How can arep survivethis market?

One of the advantages of being a lar ger, commodity rep,
onethat has been around awhile, isthat historical datais
readily available. Asamatter of routine, Mark hastallied
certain performance characteristicsfor years. He
observed that the performance level of his customer base
varied from year to year.

In 1990, he deter mined that of histop 20 producing
customers, 18 were OEM’sand 2 were Distributors. In
Y 2K heran the same data and saw that 16 of histop
producer s wer e contract manufacturers, 2 were

Distributorsand only 2 were OEM’s. Currently, theroles

have changed so that 16 arenow OEM’sand 4 are
Distributors. No CEM’s.

One positive indication that changes are being made came

to light when one of the members present pointed out a
basic alteration of their qualification process. When
talking with a customer, they used to probeinto the

“... less than 5%
of new designs
make it to
production.”
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guantity, the specs, and the target pricing of an item.
Now, thefirst thing they ask is“Whereisit going to be
built?”

What was not stated, for more or less obvious reasons, was
what kind of dollar-vs-revenue comparisons came out. A
$1,000,000 account in 1990 could be worth many times
that today and not be producing much more revenue for
therep.

NORTHERN CALIFORNIA ERA REPS
The Challenge? How to survivein today’s environment.

DTAM isdown 75%

Territory TAM isdown 69%

Most PC board stuffing is done out of the
country

Largest Market (Telecom-Networking) is off by
80%

Split commissions eating away at average
commission rates and in some cases, non-
existant!

Wher e the businessis going isnot an easy projection to
make. Inventoriesaredown and thefinancial guru’sare
making noisesindicating that thiswill likely increase
production.

Some of us areold enough to recall when manufacturers
went to Japan because of their low cost labor. Not today!
The question is, is China going to follow that same path?
To a degree, wage inflation has already hit Mexico in some
product areas.

“How istherep surviving...?” isaleading question.
Different solutions apply to situations that ar e often
equally asdifferent. Mark commented that their

company had just resigned (spelled f-i-r-e-d-) their second
largest line onethat produced several thousands of dollars
amonth in revenue. Another major rep member had also
resigned just two years before. This*“solution” actually
improved their cash flow, eased the tensions extant and
generally improved their company’s quality of life.

“. . . their company
had just resigned
(spelled f-i-r-e-d-)
their second largest
line ... actually
improved their cash
flow...”
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This principal consistently made ever-increasing demands
for services (to the extent of demanding a fully-equipped
desk in therep’soffice). No pay, of course. If you didn’t
cooper ate, you lost the line.

Most every rep with any history can recall lines that
drifted from a position of dominance to one of lesser
importance just because of such actions. Many still believe
that it doesn’t cost anything to changereps.

[0 Last month, we published a very interesting set of
suggestions about how to survive, written by Hugh Shyba,
one of our mor e experienced members. Thiswas good
information asfar asit went and we recommend that you
go back and read it again.

But somewher e along the line reps must increase revenue.
Cutting back can only preserve cash, not cash flow. This
will bethe thrust of our next Owner’s Forum. A lot is
being written about this phenomenon of fee for service,
and we sincer ely hope that moreis forthcoming.

Be thinking about this subject — how do we avoid an ever-
increasing amount of required work for which we don’t
get paid? Isit important? You bet! Is(are) the
solution(s) going to be easy? Hardly. Which remindsus
of alittle anecdote weread recently:

“Many people enjoy fishing. Isit easy? No, if it were easy
we would call it “catching” and many more would be
doingit.”

Many (principals) still
believe that it doesn’t
cost anything to
change reps.
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The Northern California Chapter of ERA isone of the mor e active chapterswithin the
national association. We have received numerous national awardsto proveit. Our success
isadirect result of theinterest and effort put forth by its members and the officerslisted
below, all volunteers.

CHAPTER OFFICERS, CHAIRPERSONS & DIRECTORS

OFFICERS NAME COMPANY A/IC  PHONE FAX
Chairman of Board ChrisJumper JEM Electronics 925 417-1033 417-1458
President Brian Everhart Everhart, Inc. 408 865-0344 865-0343
Senior V.P. Bill Hedgpeth Z-Tech Sales 408 257-5371 257-5651
Treasurer Bill Hedgpeth Z-Tech Sales 408 257-5371 257-5651
Mmbrshp V.P. Chris Straube Straube Assoc. 650 969-6060 964-6526
Secretary Eric Robinson E.S. West 408 565-9050 565-9055
Past President Bill Walsh Westech Associates, Inc. 690 961-1422 968-9898
Past President Lon Hudson Ross Mktg. 408 988-8111 492-0197
National Director Mark Conley O'Donnell Assoc. No. 408 456-2950 943-8243
Alternate Nat'l Del. L on Hudson Ross Mktg. 408 988-8111 492-0197
DIVISION V.P.’S
Communications Hugh Shyba Shur Sales 408 399-7487 399-4767
Components John Latimer L uscombe Eng. 408 370-2020 374-8663
Computer Prods. Eric Robinson E.S. West 408 963-1008 565-9055
I nstrumentation Brian Levien Sentech M easur ements 530 792-0175 792-0515
Materials
RF/Microwave CharlieDickinson ~ C/G Associates 510 790-1193 790-1383
SAVE Phil Kipnis Pacific Coast Visions.com 408 988-1444 988-1707
COMMITTEE
CHAIRS
Ambassador Hugo Shane Executive Dir ector 408 243-3372 246-4413
Ambassador Tom Mollard LifeMember 650 968-1581
Archivist Jean Lape J.E. LapeCao. 650 345-3021 345-3952
Directory Steve Ross Ross Marketing 408 988-8111 492-0197
Education Michael Onken Bridge Marketing 650 827-3600 827-3609
Golf Tourney Ron Jenkins Waestech Assoc. 650 961-1422 968-9893
Internet Edward Blake Edward Blake Assoc., Inc. 408 934-3955 956-9732
Scholar ship Brian Trankle Jack Logan Memorial Fung 650 343-2416
Distributor Coord. Shirley Burres Recht Associates 650 964-6321 964-8165
Nominating ChrisJumper JEM Electronics 925 417-1033 417-1458
Newsletter Bob Parsons Chapter OfficeManager 408 243-3372 246-4413
SERVICES, INC.
President Bill Walsh Westech Assoc. 650 061-1422 968-9898
CHAPTER STAFF
Executive Director Hugo Shane 408 243-3372 246-4413
Bob Parsons 408 243-3372 246-4413

Chptr OfficeMgr.



