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plummeted and private equity dried up.”

Many e-distributors began failing.
The firm also recognized that while end-
users didn’t mind shopping online, many
still preferred to buy face-to-face or at
least phone-to-phone. “We were running
out of money, and put on the brakes
hard,” Silverstein notes. “We had to do
something, or wouldn’t have made it
through the year. We went from 25
employees to four and from 2,500 square
feet to 250. It was painful, but we wanted
to survive.”

‘While the firm was deciding how to
regroup, Silverstein remembered some-
thing a venture-capitalist had men-
tioned. “He said, ‘If there are 20,000 dis-
tributors out there, with all those sales-
people, why bypass them? Why not try
to harness their contacts?” Most distrib-
utors spend 40% to 60% of their time on
non-revenue-generating activities such
as artwork, order processing, dealing
with suppliers, etc. I wanted to relieve
them of that.”

And that, essentially, ended up com-
posing the crux of how iPROMOTEu
operates. The procedure? iPROMOTEu
signs up distributors as affiliates, with
only one stipulation: They have to use
iPROMOTEu’s order-management soft-
ware, provided free. The distributor
sends orders to iPROMOTEu, which
handles all administrative duties: order-
entry, artwork arrangement, billing,
checking with the supplier and so on.

Each week, the distributor is paid via
direct deposit for all orders where
iPROMOTEu was paid, minus a per-
centage that’s based on a sliding scale
determined by order volume. There’s no
upfront fee or long-term commitment.
Affiliates are free to end the relationship
any time they choose. Distributors still
own their companies 100%, and main-
tain their existing names.

“We want to keep it as simple as pos-
sible,” Silverstein says. “We’re not looking
for 100% of the market share. We simply
want to bring people the option.”

It’s an option that distributors are
increasingly attracted to. The new iPro-
moteU was officially rolled out in 2002.
By the end of the year it had 30 affiliates.
That jumped to a little over 100 at the
end of 2003, and its now at about 170. In
two years, Silverstein projects it will be
500 and will reach 1,500 in five years.
“I’ve been in the industry about 25 years,
and associated with Ross for about a
year,” says Tommy Joyce, president of
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TOMMY’S PRINTING AND PROMOTIONAL ITEMS

Tommy’s Printing and Promotional
Items. “I’m able to concentrate entirely
on the most fun part of the job, and I’'m
seeing a higher gross profit. I’'m saving
$1,000 a month just by not mailing
out invoices. Now, I can leverage con-
tracts with 200 suppliers. Before iPRO-
MOTEu, I had about seven. In the first
six months I was affiliated, I was
shocked at how much my sales went up.
Some months it was as high as 50%.”
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Silverstein maintains, however, that
there are certain criteria for affiliates,
the main one being that they must be
experienced. “We don’t train people to
learn the industry or train them to sell,”
he says. “That’s not what we offer. We
want people who already know the
industry.”

Additionally, iPROMOTEu doesn’t
pursue large firms. “Our bread and but-
ter are distributors doing between
$250,000 and $700,000 per year,” he
says. “Those doing less than $250,000
generally aren’t selling enough that they
can’t write up their own orders, and
those selling over $1 million often have
an administrative
place.”

Silverstein acknowledges, though,
that his firm hasn’t always been enthusi-
astically received by other industry prac-
titioners because of his somewhat
aggressive marketing tactics toward
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other companies’ employees — standing
outside hotels at trade shows handing

out brochures, for instance. “People
think that somehow, we’re out to solicit
their salespeople,” he says. “We’re not a
sales organization. We don’t have a sales
force. We don’t pay a bonus. Any sales-
people approaching us have already
thought being
for themselves. It’s going to happen
anyway.” O

Arn Bernstern 7s executive editor of
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