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Business Levels 
Could we be seeing a trend?  While one week doesn’t equate to a trend, the 
percentage of ASPs reporting business up or running about the same as in pre-
Coronavirus days has pushed upward to a level not seen since the launch of 
these surveys (just under 30 percent).   
 
Based on economic data and previous downturns, I have discovered most 
otherwise healthy distributors can survive a downturn of 10 percent or less.  

While going through such a downturn is neither fun or massively profitable, it is survivable.  This week’s 
data for ASPs in the top three rows (up 10, the same and down 10 percent or less) has also shown an 
uptick charting higher than all but one of the previous weeks (at just under 43 percent).   
 
Reports from the field indicate the regular flow of business is holding strong at most distributors with 
project-related business being sporadic.  Most distributors we’ve chatted with indicate business is 
floating in the negative 15 percent range with nice bumps when projects go out the door. 
 
While writing this, I just received a newsflash several of the automotive companies are planning to 
reopen at least some of their operations on May 18.  Based on four decades in this business, I am 
guessing many of the restarts will result in orders for equipment that for some reason or another failed 
on the startup.  Similarly, there will be orders tied to repositioning workers to create social distancing.  I 
am looking forward to hearing lots of reports from the Auto-belt when this happens. 
 

 

 
Cashflow and Accounts Receivables 
Cashflow is important to our members and the majority of respondents are tracking A/R days 
outstanding.  We didn’t ask how often, but conversations point to companies paying closer attention to 
collections today than in the pre-coronavirus times.   
 

Business Level this Week Compared to Pre-Coronavirus Average Weeks 
Show in Percentages

Comb

Week 3/23 3/30  4/6  4/13 4/20 4/27 3/30 4/6  4/13 4/20 4/27

Up 10 percent or 

more 9.8 7.8 5.4 3.5 1.5 2.13 18.4 10.3 10.0 5.4 8.33

About the same 35.3 21.9 14.3 22.8 14.9 27.66 36.8 25.6 22.5 37.8 20.83

Down 10 percent 19.5 20.3 19.6 17.5 13.4 12.77 13.2 20.5 15.0 18.9 20.83

Down 11-20 

percent 16.5 17.2 23.3 14 29.9 23.4 13.2 15.4 22.5 16.2 25

Down 21-30 

percent 9 15.6 19.6 22.8 17.9 17.02 13.2 20.5 15.0 10.8 16.67

Down >30 

percent 9.8 17.2 17.9 19.3 22.4 17.02 5.3 7.7 15.0 10.8 8.33

ASP Data Supplier Data



 

 
 
 
The COVID crisis is hard on our customers.  We returned to a previous question to gather a bit more 
information.  While just over 30 percent of our customers continue to pay within terms, payments have 
been late.  About 50 percent of the respondents point to customers “dragging out” payments by a few 
days.  Around 40 percent of those surveyed point to “many customers extending terms without notice” 
and “sending a notice they are doing business under new payment terms.” 
 
Many refer to the change in payment terms as the “Jack Welch” approach to suppliers; referring to a 
practice launched by GE in the 1980s.  The strategy is to leverage your purchases with suppliers under 
the premise of the customer’s continuing purchases are too big to pass up and the supplier is forced to 
finance a portion of the customer’s growth.   Our conversations with distributors in the field indicate 
those sending out the notices are major companies, many of whom have previously pushed payments 
from the industry standard of 30 to 60 days or beyond.  The new terms push further with many 
extending well past 100 days.   
 
This is an issue for AHTD distributors because those larger customers have also leveraged their 
purchases for low margins.  In some cases, the business borders on unprofitable, especially if the 
customer consumes large quantities of technical service.  While now probably isn’t the time for a strong 
push-back on pricing and terms, I believe distributors must begin laying out a strategy to correct the 
situation soon. 
 
 



 

 
 

A/R Days Outstanding 
One of the measures distributors should be tracking is commonly referred to as A/R days outstanding.  
This is the average time required for a customer to pay their bill.  According to a respected distributor 
financial expert, a distributor with 30-day payment terms should expect their days outstanding to be 
close to 40 days.  Based on the 2017 AHTD PAR report, the median/typical ASP/Distributor scored at 46 
days.  This number pushes higher than the recommended 40 days because many customers had 
previously extended their payment terms (whether officially or in practice) during the interval covered 
by the 2017 report.   
 
According to the feedback gathered by this report, the terms and corresponding days outstanding 
continue to stretch.  Most distributors report the days outstanding number as increasing by 5-8 days.  
Several distributor comments mirrored this one: “A/R days went up 2 days in March and an additional 3 
days in April.”   
 
Best practices in credit and collections focus on aggressively tracking and calling customers who fall 
behind.  In practice, most distributors launch their collection follow-up only after customers exceed their 
credit terms by 45 or 60 days.  The experts believe in times like these we should move our collection 
follow-up to just a few days past terms.  By doing so, invoice, delivery, and other issues can be identified 
and corrected sooner–and payment expedited. 
 
Formal Requests for Lowered Pricing Levels 
During interviews with distributors around the country, we heard stories of major customers sending 
them form letters asking for and sometimes demanding lower prices on purchases made.  In a couple of 
instances, the customer, who was one with extended payment terms, implied they planned to deduct 
the price decrease from invoices already received but not yet paid.  Another horror story not only asked 
for price decreases but insisted paid invoices be rebated back to the new and lower price levels. 
 
Our industry went through a similar cycle back in the 80s and 90s.  The scenario went like this.  The 
customer invited the salesperson and a manager into a small group of suppliers.  Starting with an 
overview of the customer’s plan to consolidate suppliers and congratulating those in the room as being 
carefully selected as the important partner-suppliers of the future, the meeting turned to cost 



 

containment in competitive times.  The end of the meeting had a negative turn.  All the new partners 
were asked to show their support for the customer by immediately discounting everything sold by 5, 7, 
or 10 percent.  Then a purchasing/procurement person was assigned to the account to meet one-on-one 
later to formalize the plan. 
 
The first meeting was a shocker, but after attending your second or third one, you had the feeling the 
whole thing was a scam.  Turns out, the idea came from a pointy-headed, sharkskin suit-wearing 
consultant who sold the idea and how to implement it to major companies across the country.  The tone 
and delivery of these letters have a similar feel.   
 
It turns out just under 40 percent of the AHTD 
membership has been formally asked to 
reduce prices.  We didn’t have the bandwidth 
to explore all of the request letters, but one 
might wonder if this is a coincidence or an 
idea from slickpurchasingguy.com.  
 
The practice has even garnered the attention 
of Barron’s online.  An article dated April 4th contained this cheery little snippet about Honeywell:   

“The big industrial and aerospace firm is asking at least some of its suppliers for a 30% price cut, 
extended payment terms, and other concessions, according to a letter to suppliers reviewed 
by Barron’s.”   

Taking the risk of preaching to the choir, allow me to say this Mr. Honeywell procurement guy: AHTD 

members don’t have 30 percent to cut.   

What’s the point of this message?  Be prepared to defend your pricing.  AHTD members aren’t selling 

commodities.  Our stuff isn’t like raw plastic resins, plain galvanized pipe, or pork bellies.  Our work, 

services, and products are needed to help the customer survive into the future.  But don’t expect the 

person you negotiate with to understand any of this.  How will you respond?   How will your salespeople 

respond?  Now is a good time to outline your plan.   

Next week’s survey 
We plan to continue to track business levels.  Hopefully, we will see this week’s information go from 
interesting data points to a real trend.  Further, we plan to explore whether our members have revisited 
or adjusted their annual business plan based on the virus.  We’ll also take a moment to look at trends, 
setting goals, and quote-driven distributor discounts. Take the survey now.  
 
Finally 
During one of my many conversations this week, an AHTD friend and colleague brought up an 
interesting point.  We are hunkered down, ducking, dodging, and reacting to everything the world is 
throwing our way.  We know there will be an endpoint.  Cerebrally, we recognize the company with a 
plan and decent execution will come out of these doldrums faster and more vibrantly than the 
organization without a plan.  Our friend calls this the EXIT Plan.  What is your plan once we exit this 
situation? 
 

 

 

https://www.surveymonkey.com/r/PNHG59F

