Too much of  a good thing

By  Paul Herbig

Remember when you were young and you could imagine yourself alone with a room full of ice cream and all the fun and yum you would get by eating until you could not stuff another tiny bite into your already loaded stomach?  It looked good, it tasted good, but that stomach ache afterwards made you wander why you ever wanted that much in the first place. 

Many suppliers today are finding themselves in the same position as that youngster . . . but only with the stomach ache that won’t go awy.  They worked hard to get the business of a major client.  They got it.  They celebrated and enjoyed the fruits of victory.  But one day they awake to the awful inevitable stomachache.  And wonder how they got there and what they are going to do about it?  Is there a cure—ever?

The big question they are asking themselves:  What to do when you are overexposed? That is, when one customer dominates your entire business?. Walmart as big as it is ($246 Billion) alone accounts for 30-35% and sometimes up to  40% of national brands and national consumer accounts., let alone the utter dominance (70-80 or more percent) of smaller customers that were once created to fill specific needs for Walmart.  This gives Walmart unprecedented power over the supplier.  Walmart specifies deliver times, product features, and even tells you what price it will accept.  Suppliers must be able to jump at a moment’s notice to whatever tune Walmart decides to play.  Woe beholds a supplier who questions policy or orders or even has the audacity to discuss improvements with the company as if they were equals.  Walmart has been known to drop such suppliers immediately and the guilty individual fired on the spot by the company.  Such power is unprecedented.  Many consumer advocates are asking if such power does not border on monopolistic power and should be treated accordingly.

Walmart recognizes the unbalance (possibly attuned to the political ramifications inherent therein) and has established a policy to encourage vendors to allow no more than 30% of business towards Walmart, However, with the continuing growth and dominance of Walmart in retailing (7% of all retailing dollars in 2002 and inevitably rising in the years to come),  many companies cannot but help be swept into larger and larger numbers no matter what happens..

The good of such a relationship is the amount of business provided and the few customers one has to deal with.  But this is readily overcome by the disadvantages of the one-sided relationship, as noted by Walmart.  At the extreme, virtual loss of independence is experienced and the company becomes, for all practical purposes, a colony of its large customer, controlled by the policies and processes of the larger company.

What can companies do to overcome what I call the ‘good fortune syndrome?


1) Consciously limit accounts to a smaller percentage.  In Walmart’s case, the retailer easily amounts to thirty percent and more for many of its suppliers.  As the Walmart experience indicates, this is too much.  If at all possible, below ten percent for any one customer.  Advantages:  you will not be as likely to be intimidated and at their mercy;  the loss of any one customer although hurtful will not be devastating; you do not have to kow-tow to the big customer to the exception (and contempt) of all your other customers. Yes it is difficult to turn down business.  I did not say I was going to give you a rose garden, just some alternatives.


2) Develop other products or product lines and expand into other areas that do not include your major customers as customers.  Succeeding at this will dilute the influence on the overall company the major customer has.


Be careful of what you wish for, you just might get it.

