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In the article ‘How do you find the right distributor or agent?’ we looked at
the differences, upsides and downsides of each, plus how to select the best
ones. But is this the best option for your business? Would you be better to
recruit your own sales person or people? What should you consider in
making that decision?
 
There is no doubt that there is greater initial risk and commitment, at least
financially, to recruit your own people in the country. You have the task and
cost of recruiting the right person, their salary and other fixed costs to bear
for a period of time before you actually see the returns.
 
Inevitably it will take them time to settle in, to be trained, to contact the right
potential customers and secure the first orders. How long this takes will
depend on their background, whether they have knowledge of the market
already, not to mention their personal drive and determination.
 
One way to speed up the process is to look at recruiting someone from a
competitor. Someone already therefore in the market and with existing
contacts. Invariably such a person will demand a higher salary and benefits
than someone new to the market due to the additional value they can bring,
so it is important to determine that they really have the influence they say
they have and that the customers respect them.
 
Even if they do, it is not guaranteed customers will change suppliers just
because the sales person has moved to you. There are often many factors at
play in the decision-making process. That said, this is a good place to start to
explore the possibility of recruitment and to gauge the salary levels.
 
Recruiting the right person from a competitor, with knowledge and experience
in your market, can lead to faster results and a seamless market entry
however. They will be able to advise you what is required to break in to the
market and levels of price/service required for example.
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It is also important to consider the challenges of employing someone remote
from your main office. Have you done this before? Do you have the expertise
to manage remotely? Can you trust them to perform when you are not
present? How do you keep on top of the situation? Reporting structure etc.
 
There may well also be legal and tax issues to be clarified and it is strongly
recommended you take local legal advice before proceeding. There are
different regulations on employment contracts for example, different tax
implications and employee rights. You may even need a legal entity in the
country to employ people.
 
From experience, even within the EU the rules and regulations are different.
One client had employees in France, Germany, Netherlands and Portugal.
Each one required a different set up and legal contract.
 
So, we know there is greater risk in employing someone. There is more of a
financial commitment initially due to their fixed costs.
 
What about the returns? What is the breakeven between using a
distributor/agent and employment?
 
A distributor/agent is paid by commission, the level of this will vary depending
on the margins and volumes in your product, so each situation is different.
Let’s take an example however.
 
The distributor/agent for Product A will receive a discount/commission of 25%
on all sales.
 
The total cost of recruiting someone will be say €100,000 per year including
all taxes and benefits.
 
On sales of €100,000, commission cost is €25,000, whilst employment cost is
€100,000.
 
The breakeven point is €400,000 sales. At this point the costs of the
distributor/agent and the employee are the same.
 
Anything above €400,000 then it is more cost-effective to have your own
person. If our target is €1m of sales, you will actually be saving €150,000 by
having you own person.
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Anything above €400,000 then it is more cost-effective to have your own
person. 
 
If our target is €1m of sales, you will actually be saving €150,000 by having
you own person.
 
It’s a simple calculation, combine that with how long you think it will take to
reach each level of sales in each scenario, to then calculate the investment
required and period you will be exposed to risk.
 
Is it affordable? Will the effectiveness of having your own person outweigh
the risk at the beginning?
 
This is an assessment which Go Exporting can help you with. We have years
of experience evaluating the different elements and reaching a conclusion
based on sound reasoning and financial calculation. For support please click
here.
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