By Nick Bragg, Deputy Editor

dreds of large banks were bailed out by

the federal government. The stock mar-
ket crippled. Manufacturing plants stopped
production or moved overseas. Businesses, no
matter the size, closed their doors, Millions of
Americans lost their jobs.

From December 2007 to June 2009, the Great
Recession spared no industry or business in the
United States. Everyone, including the sanitary
supply industry felt its ferocity.

For an industry once thought to be recession-
proof, it was a major eye-opening experience, es-
pecially since business was booming for jan/san
distributors at the conclusion of 2006, In fact, ac-
cording to Sunitary Muintenances “Report On
2006 Sanitary Supply Distributor Sales,” overall

I | arge fnancial institutions collapsed. Hun-

SM'’s latest sales study shows
modest gains for distributors.

Is the worst of the recession
finally behind us?

Although the National Bureau of Economic |

Research proclaimed the recession over in June
2009, most distributors in the jan/san industry
say they felt the lingering effects well into 2010
and still do on the cusp of 2012, _

But most distributors didn't cave into the

recession’s transgressions and subsequent hang-

over. With their backs against the ropes, they
instead fought back the only way they knew

how by selling.

Nose To The Grindstone
Often preached during a recession, the oneway a
busi its way through an economic

mekdown is to sell its way out of it. And thats
exactly what most distributors in the jan/san
industry did. They hired more outside sales reps

sales rose 7.4 percent from 2004, totaling $24.8
billion, the highest of any point for the industry
since the turn of the century.

But then everything changed as a result of
the recession. Distributors’ customers put a
clamp on spending, were forced to lay off em-
ployees, and worse, many closed their doors. As
aresult, fewer product purchases were coming
through on the distribution side. SM’ “Report

Orn. 2008 Sanitary Supply Distributor Sales” re- _to invest to create revenue.
V ﬂect those losses as distributor sales sunk 6.6
N al

“ percent ($1.7 billion) from 2006.

to recoup lost margins. According to SMs “Re-

port On 2010 Sanitary Supply Distributor Sales,’
distributors hired an average of five more outside

salespeople compared to 2008, who were tasked

to hit the streets to win more business.

“It is wise to invest in assets that create rev-
enue,” says Louie Davis Jr, senior territory man-
ager with Central Paper Co., in Birmingham,
Ala. "Human capital is the best asset in which

According to the overall sales numbers for 2010,
the hiring of additional outside sales reps proved




INTHE NEWS

MERGERS AND ACQUISITIONS = . -

RPM International Acquires
Legend Brands Family

Medina, Chio-based RPM International has signed an agree-*
ment to purchase the Legend Brands family of companies,
including Dri-Eaz Products, ProRestore Products and Sapphire?
Scientific. The Burlington, Wash .-hased Legend Brands compa
nias will becorne part of RPM2, a unit of RPM International,

Under the sales agreement, Legend Brands will remain a
stand-alone operation within RPM2 and will continue to be led b :
its existing management team and headed by CEO Bill Bruders.

The Legend Brands acguisition is RPM's first major invest-
ment in equipment manufacturing.

- PEOPLE ' '

Spartan Chemical . HydraMaster and U.S. Prod
Co., Inc., Maumee, Mukilteo, Wash., have filled
ﬁ Ohio, promcted key positions within both. divi
John Swigart
10 president.
_ In addition, the company
" promoted Jim Lenardson
1o corporate executive vice
. préesident; Dave Reed to-vice: - -
president, national accounts:. -
. -and-Don Papenfus to vics ... v
- president; operations;

“: York, Pa-based Gent-rkigen -
Produsts: Ing: announced: -+ .. -

AFFLINK, Tuscaloosa, Als., ac-~ " ‘Umbehr as director of-
' cepted the resignation of Joe . - biisiness dévélopment
.-Ondriezek, vice president.of : 1. i -
 operations to attend 1o fam:ly “B
lelga‘nons In his.absence, - ° * hired Bob G
former CFO Chlp Shlelds WI”__-_' : pre_.s}de_nft 'sa__iés.
return to lead al| opera‘caons of ¢ '
‘___Two Deerﬁe!d il based )
I : fStatloners assecnates,- an
T Roadnet Technolo- - - Rampersad; United Sta
. gies;-Bal'timore,'se-‘.:x-- s Supply-dfre_c_:tor:.of categ
~fected Dan Lines as ‘.'méh'a_gementf, technolog
director of finaneial -:. . .Shelly Flanégén, general’
-+ planning and-analy- - opérations manager, Clevéla
sis. The comparty and Pittsburgh, have been
¢ - alsoselected Karan +hanored by Diversity MBA
| Guptaas director of b 4} - the miagazine's 2011- “Top
finance and revenug - ' : Under 50 Emerglng
planning: T
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to be successful. Distributor sales rose 2 percent
over 2008. Unfortunately, however, the industry
is still playing catch-up to the pre-recession sales
nembers of 2006. .

Interesting to noteis that in 2006, distributors
had an average of eicht outside salespeople and
four inside salespeople and were able to bringin
$1.2billion morein total sales than in 2010, where
distributors had an average of 15 outside reps
and five inside reps. Distribuiors say that can be
chalked up to less business being in existence.

~ "Sales numbers still lag because there is not as
much business in existence. The pie has gotten
smaller” says Davis. “A contracting economy is
characterized by less production and less con-
sumption, therefore there are few new entities for
 distributors to sell to. Combined with this is the
unfortunate fact that not many businesses that
existed in 2006 simply are not in existence today.
So.foradistributor to growand prosper itmustbe
determined totake market share from competitorg,”
—
Market Segments
Although the pool of customers shrunk from the
recession, distributors were still able to muster
gains, In 2010, contract cleaners represented the
largest percentage of distributors’ sales per maxket
SFQMHTE%EH increase of 1.4 percent
“since 2008). Distributors say this increase comes
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.'-é's_'_él"di'r.ectrésul ofmore and more facilities

- . dutsburcing their éustodial operations to

‘building service contractors who charge

less:for:cleaning. This way, facilities can

Mich.-based KSS .Eﬁ;téfprises;. R

The educational market (schools, col-
leges dndimiversities) ranks third and has -
grown to 15 percent, an increase of U6 per-

cencentraté their efforts mofe on revenue .,

producmg functions,

ompanies are looking at what their
strongest skill séts and disciplines are and
are outsourcing the rest. Housekeeping is
usually the first to be outsouzced,” says Nick
Spallone, president of Tahoe Supply Co., LLC,

" Carsort City, Nev.
* Distributors-also notlced the trend of ;

outsourcing with their industrial custom-
ers (manufactunng plants, food process-
* ifig, utilities warehouses) asnanitifacturing
.+ jobswere eliminated and shipped overseas.
_Prekusly ]an/ san-distributors highest-

. 'rankmg riiarket sector dattng back t0 2006,

indust#ial market

percentin2008. . -
“We have noticed the drop—off of the in~
dustrial base withalargedegree of mdusmal .

customers cutt:mg back or shutting down,”

i R T el

-centsince 2008, Distributors interviewed for

this article say these numbers are minimal
due to the fact that themove by educational
facilities towards privatizing has reduced
their selling opportunities. Many national,
large-scaled building service contractors
with the power to purchase direct from

' manufacturers are taking over educatignal
‘ ‘a ccounts and are cutting the distributor out

of the business equation.
- Thehealth care market (hospitals, nurs-

~ing-homes, clinics, medical and dental of-

fices) remains the fourth leading market

segment for distributors (13.3 percent

_of sales) and grew 2.4 percent since 2008.

Distributors say cleanable space grew in

. number in this market during the reces-

sion. So, as square footage grew, hospitals
were required. to clean more. The threat
of hospital-acquired infections also has

' ‘ra’mped up cleaning efforts since hospitals
v says Ed Sta31ak, vice presadentof Kalamazoo, -

Lareno longer reunbursed for Medicare and

"Medicaid patlents who acquirean mfe ctlon
as aresult of their hospltal stay.

' Cotmmercial facilities-such as office
buildings and property management firms
round out the top five, but sales have dipped
1.7 percent to 8.3 percent since 2008.

Stewart Strauss, president and CEO of
Port Chester, N.Y.-based Strauss Paper Co., |

says his company’s largest customer base
is commercial facilities, and from 2008 to

2010, his company sawa 13 percent decline .

in sales. This decline coincides with the

unemploymentratein the U1.S. reachingno "

lower than 9.4 percent in 2010.
“When unemployment s high and people
arenolonger employed, we sell less;” he says.
Another reason for the decline in com-
mercial facility sales can be directly tied
to the number of vacancies across the U.5.
In Novernber 2010, the National Associa-

tion of Realtors reported the vacancy rate -

for office space stood at a national rate of
16.7 percent.

“It marked the first time in the history
of the Empire State building that you could
rent an entire floor” Strauss says.
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Distributor Sales Volume:

Product Categories

In the business of selling commeodities, it
should come as no surprise that in 2010,
paper and plasticproduyggs still made up the
eading product categoryby sales volume (see
page 20 for complete survey results), even
thoughit represents adecline in sales vohume
from 2008 when it accounted for 53.2 percent
of distributor sales. Paper towels, facial tissue
and toilet tissue werestill theleading seller in
this category, where distributors experienced
an increase of 8.3 percent. Can liners were
the nexthottest sellingitem in this category,
which saw a considerable increase in sales
(rose 4.5 percent since 2008 when it ranked
fourth). Foodservice disposables dropped
significantly (6.4 percent) from 2008, when:
it ranked second in this category.

The chemicals category ranked second

in a relatively short time window:

2.3 percent in 2010 from 2008, when it
accounted for 25.3 percent of the total

ment, which require fewer chemnicals, says
Spallene. In fact, the sale of green power
equipment rose 3.7 percent from 2008,

The sales of green chemicals did dip

Reflecting On 2011 And Lookmg
Forward to 2012

With sales slowly inching back to pre-reces-
chemical sales volume, but this drop cor-  sionnumbers, distributors are still hesitant
relates with the increase in green equip- to proclaim the industry completely out

of the woods from the uncertain economy.
Customer spending remained in a relative
holding pattern in 2011, prompting distribu-
tors to proactively seek cnt new accounts

insalesin 2010 and in cent
from 2008. Popular selling items in rank
e —
of order continued to be resilient and
hard floor chemicals as well as cleaners
and degreasers.

The supplies and accessories category
remained at 9.3 percent from 2008, but

saw a rise in overall sales dollars (nearly

$55 million). The best selling items in this
category were gloves (dropped 1 percent
from 2008), mats and matting (remained
the same), and floor pads, which saw an
increase of 2.2 percent since 2008.

Power equipment accounted for 7.9
percent of distributer sales volume in 2010,
an increase of 2 percent since 2008, The
three top selling itemns in this category
remained the same as 2008 as the sale of
automatic scrubbers ranked highest, fol-
lowed by upright and wide area vacuums,
and replacement parts. Distributors say
facilities were willing to purchase these
large ticket items as a way to improve
cleaning times while having to deal with
less overhead.

Other janitorial products accounted for
24 percent of sales, a drop of 2.7 percent
since 2008. -

‘What is evident from the 2010 sales ﬁ@

numbers is more customers have accept
ed and adopted green cleaning products.
Green supplies and accessories rose 6.8
percent from 2008, while green paper and
plastic products also saw an increase of 2.1
percent. Distributors say today's custom-
ers are more willing to invest in a green
system because the payback is recognized
e~ L

e 2012 is the most effici tand effectlve ay.
to reach distributors and cleanlng professionals
from Maine to Florida and every state in between, -
Over 2,000 owners, managers, and decision-makers
attended the 2010 event.

You will save time and money with Supply Line 2012
and hotel accommodations all under one roof.

Incredible rate for exhibitors and attendees

to stay in the new Taj Chairman’s Tower.,,

$119 for a Ta} Chairman’s Tower Room
$99 for a Taj Standard Room

to be congratuiated
_for running a well:
“organized show.
* The'traffic on’
- Wednesday was
outstanding and all the
events were very well
coordinated.”

—Randy Starr,

Golden Star

“The NJSSA show has .+
performed above our, - .
expectations again. it
is a nice mix. between
the U.S. ISSA show
and the I1SSA Interclean
show for us as suppliers
to the jan/san market.”

—Scott Jarden,

The Bullen Companies

call the NJSSA office at

973 283-1400 or visit WWW, n]ssa net

i FREE INFO: Circle 314

For additional information on exhibiting or attending Supply Line 2012,
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to recognize a profit.

-, “We grew a little bit. We worked harder
to keep up and just to eek out a little bit
of growth this year,” says Charles Moody,
president of Solutex Inc., Sterling, Va. " We
had to do it with more customershis year

Customers spent alittle bit less because of

budget cuts, sowehadtoscramble andwork

a little harder to beat 20107 sales.”

Most of today’s distributors have been
able to protect theirbottom lines and hold
them at an even level or grow them modestly
from 2010, some have experienced losses,
while a minority have had bariner

“2011 was atougher year than 20 n_b,utl

{the distribution i e]

will come out gligh ead” says Moody.
“Market trends from 2010 continued

to carry over into 2011, but new business
opportunities have been slin and more
distributors are finding themselves ina fight

over the same-pool of business, according -~

to Jennifer Rosenberg, president of Acorn
Distributors Inc., Indianapolis.

Distributors say contract cleaners and

industrial market accounts continue to're-

main their top customer market gainers,
while educational and health care aceounis
continute to show growth. Contract cleaner
growth, however, is bitter sweet because it
mostlycomes attheexpenseorlossofsalesin
the educational market, according to Stasiak,

Distributors sayproduct categories that
will save on labor and can promise a quick
return on investment suchas power equip-
ment, will continue to be a steady gainer.

“Capital expenditures are starting to
loosen up;’ says Spallone. “We are seeing
more big pieces of equipment moving out
our doors. Companies that tightened up
their belts are starting to reinvest in their
cleaning departments.”

Large distributors are expected to con-
tinue to grow by acquisition and market ex-
pansion. 2011 saw several small distributors
selltolarger distributors due to the fact that

‘theyweren't able to be competitive on price.

Business threats from outside competi-
tionsuch asbig-box storesis also top ofmind
entering 2012 as these companies often
steal business by low-balling distributors

pncmg and win over customers who are
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" distributors,” says Stasiak. “The educatiol
" market will continue to privatize and n:

most distributers
didn’t cave into
the recessions
transgressions
and subsequent
hangover

still price shopping,. Distributors say they
must differentiate themselves from these
box-mover entities by providing value on
the back-end of purchases to entice price-
conscious end users.

As the pages on 2011 come to a close,
distributors are encouraged by the minimal
gains, but they are still preparing for an
uphill climb in 2012

“There are still many hurdies ahead for

tional accounts and buying groups will
continue to grow. Product cannibalization
and margin compression will also continue.
Every distributor will need tohave aplan as
to how theywill combat these movemnents
to support growth. Those without a plan
wﬂlnot make it.” Ml :




Distributor Sales”is conducted every
other year by Sanitary Maintenarce
magazine, in conjunction with ISSA.

Some highlights from this year's study
include: -

- Distributor sales grew 2 percent from 2008

to 2010. Sales now total $23.6 billion.

. More than one-third of distributcrs sell

locally (within a 60 mile radius).

« Industrial, Educational, and Contract
Cleaners accounted for 45.8 percent of
distributor sales in 2010. ;

+ Paper and plastics is the leading product
category by sales volume; garnering more
than 50 percent of total sales. ;

. Towels/Facial Tissue/ Toilet Tissue contin-
ues to be the product that sold the most by
dollar volume.

This study was designed, prepared and
conducted by the Research Department of
Trade Press Media Group Inc,, publisher of
Sanitary Maintenance magazine incorjunction
with ISSA. Its primary purpose was to gather

information on distributor sales of chemicals,

janitorial supplies, paper/plasticproducts and
power equipment, Datashown in thisreport was
derived from non-duplicated questionnaires
returned from a random sample of Sanitary
Maintenance readers, which includes ISSA
members. Projected market totals were
computedusingweighted means. Dollar figures
presented represent sales by distributors afier
markup. Estimates for manufacturer sales
based on these figures are difficult to make

since markup varies from categoryto category

and from one distributor to another.

The data contained within this report Is
believed to be reflective of the janitorial supply
distribution industry and does not reflect size

of each market segment or product group .

beyond that.
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he “Report On 2010 Sanitary Supply

TYPE OF DISTRIBUTOR

Paper Other Specialty
Merchant 5% Distributor 7%.
Foodservice

Distributor 8

9% -

Industriaf
Distributor 9%

DISTRIBUTORS’ SALES TERRITORY

Internationally 4%

Nationally
15%

" Locally.
7 {within.a é0

. mile radlus)

36% '

Regionaily
{more than one
Statewide state) 32%

13%

2010 DISTRIBUTOR SALES BY MARKET SEGMENT
) e o s 7 e & ‘;/ '

o
$23,643,680,000

e ittt




Power Equipment 2.4%

7.9%

Chemicals

30%

Supplies/

Accessories
9.3%

2010 DISTRIBUTOR SALESVOLUME
Other |anitorial Products

TOTAL SALES $23,643,680,000

2010 CHEMICAL SALES

Carpet Care Chemicals {shampoos/
pretreats/spotters/etc.)

Disinfectants & Sanitizers (bowl/
poreelain cleaners/etc.)

Hand Sanitizers
Insecticides, Herbicides & Pesticides

“Odor Control (blocks/liquids/gels)

Warewash Chemicals

$393,954,000

$655,759,000

$37,645,000

$335,654,000

$454,295,000 .

- $7,106,555,000

of chemical sales

in 2010 were

green products
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' BREAKDOWN OF 2010 PRODUCT SALES

Dusters & Dust Mops,& 3113, 338000 5.1%
”Appllcator Pads _

Hand Tools (scr‘aperslscrewdrlvers/ . $57, I37000 265 RN
p!lers."hammerslflashhghts) ‘

$166998000  76%

Slgnage/Barrlcades _

gﬁa}eﬁéﬁée

o, / g H
Traditional Washroom letures $68 935 000 3.0% i
(non touch-free hand dryers, o (i
dlspensers tcnlet partltlons) }

SR i ;

Wet Mops (aII types, except
mlcrof' ber) __

listed above

$2,203,941,00

|
\
!
[
!
;
|
{
: i
CSE] =] o Ele <=ty ; . if
Other SuppheslAccessones not $7I 458 000 32%| J
4
}
i

of supplies/accessories sales
in 2010 were green products




burnishers

Electric {Corded) Powered Floor Machines
(polishers/burnishers)

of power equipment
sales in 2010 were
green products

Propane Powered Floor Machines

Replacement Parts $258, 156,000

$261,333,000

$1,866,885,000

1%

of paper/plasi:i?:s
sales in 2010 were
green products

Packaging Products
: ssiefTo]| :
Other Paper/Plastics not listed above

?Toital- e Wt Uy

ADD_ITIONAL SALES INFORMATION

‘2010 AVERAGE GROSS MARGIN

Averagé Number of 40%
Salespeople Employed

35%
- Outside Salespeople 0%
o | 25%
. O, _z. .
Inside Salespeople 20% g !
' 2
' ' 15% - 2
' Q - g
10% g 3 %
g g g
5% 7] : ﬁ g
0% -
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