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Meritt Electronics:

Local company is

By Robin 5. Dudley

ched inconspicuously within a soall i
dusirial complex on Tank Farm Road, the
modest, one-room office and adjoining

warchouse of San Lois Ohisporbased Meritt
Hexxronics has no extenor sigroge, a simple
ghss door marked only with che siite number,
and an unfited phone nurmber. Mot exactly the
epec v corporabe “digs” for a successfi] imen-
tor and worldwide distributor of o product boast
i orver §200 million in annual sales. Comparry
fiou ncler and President Ron Merot explains, “Cur
procuct’s distribution is global The (Central
Coast) economy has lilde effed on our business.
Sowe peally don't need local visbiloy Tike ocher
oompanies."

Meritt

Likeize, Merat's casual, undenstated de-
ereanar de=sn't fit the typical profile for o werld-
rencened entrepreneur, seught-after speaker
and the featured subject of Fcent cover sories
by boeh Forbes and Entreprencur Magazines.

Eut Merrt Elearonics isn't pst your typical
“hightech™ siccess story, Its actually che three=
part entreprensurial ppumey of a man, @ e
and the creation of an intemational basiness
mode]. 1's also o bestimonial showing ©'s never
b late o charge lines in e, cooe a risk or use
your skills bo help others suoceed.

Part 1:
Rom Merritt - Corperate Refuges to
Accidental Endre pren cur

After earning a Bachelor of Arts degres in
IManagement from the University of Phoenix,
Ierit workoed for over 2iyears in vanous com-
panies oversens, beginning as afield engineer
and rapidly graduating to senior maragemen
posmions. He evergually moved to San Lo Obis-
po, joining Taliarcemed SAES Pure Gas o Di
rector of Custorner Service.

Then in 1928 at the age of 44, Bon Merittwas
laidl off, repeating o pattern he'd seen dufing his
2lkyears of corporaes o, “Hired by companies
to set up their service and management processr
en feaking 31,2 to 5 years), Id evencoally work
myselfout ofa job " says Merile. With no compar
rable jobes in San Luis CObispo, and faced with
having bo move his family, Ment decided to coke
a “leap of fith™ inbo entreprepeursh'p - uming
asitnple contraption he designed to keep his
Iowds entertmined while on family mad crips into a
buginess.

Meritt's idea was an albr-one portahle
TVACE video entertanment system with a
clath-and-strap bag that atiac hed to headrescs in
acar With a patent for the straps and carrying-
come, and a probocype financed personaly using a
5100 200 home-equity koan, he e out oo develop,
prochice and markost his pew imvention = the
“Video Traveler”

Eut Mert's protoovpss and first atternpt to find
adiseributor failed. Retailer Fry's Bearonics

successful “model” for international trade

sent him back to che drowing
board, citing it took too long to in-
shall. To keep costs down, Meritt
went to his previeus conactsin Ko
e, returming with a greatly in-
proved unit that could be inscaled
in any vehcle inunder one minute,
It al=c hiad new, unique feabires like
“digital art-skip,” sutlees for up o
three monitors, and a price g sig-
nificartly kewer than any sicailar
pre<duct on che market
Hewaser, his money was running
ot 500 Faln more exposire fr
his inventicn, Mertt sipned up e

ket Az ciabion (SEMA) tradeshow,
By chance, he goc a primee kecation
when anocher longtime exhibibor
suddenly backed our. The visibility
worked According bo Meritt, “All
the big guys saw my invention with
its Jow coet and went nues!™

Port 2
Meritt |[Electrond o - dea to
Globs wEimatem.

With relant soocess but a lackof
capital, Mentt realized he couldn't

manufacure encugh units bo meet o, Meritt im his offics with his inventien, the “video-traveler.”

the dernand. He signed a deal with

Shew] Horse, & manufacharer of sk
entertanment systems, o produce the Video
Traveler and handle larger retailers, paving
Meritt a 5% royahty. Meritt Electronics would sell
to smaller chains and maikorder clients. Saes of
thee SA00c-5600 devics cook off.

Howrever, in 2000 croubles et in. Stee] Horse
was on shaky financial ground, even as T sdd 55
million worth of Video Traovelers. Mearwhile, a=
the procuce gained in popularity, other manufac-
turers (Tike erpertainreent indostry gFant Au-
dicvor) bepan copying the idea When S
Herse and Meritt Electromics had a blling cut
aver who was responsible for defending che
patent azairet infringement, the two companies
parted werys, and Mert found a new business
parteen Misshio [wai — a 368 billion trading conr
pary They helped Meril sectle the besuit, chak
lenge the cther companies that infringed on his
pabents, and regain markost share by leveraging,
off cheir sheer size and scrength. Missho Twai
now =ells the Video Traveler co big automotive
companies.and retailers like General Motors,
Daimler-Chiryeler, Best Buy, Tanget, and Sam's
Club, Merit Electronics pets myvalties, the righes
to sell the device in stores with feswer than 20 k-
catiors, a moonthly coreulting contract and o war
racyprocessing deal that Brings in $120 000 b
5240000 a vear

Ieritt Electronics has also been able to i
crease their business an arerage of fivetires an
nually using =comemere. They sxpanded cheir
domestic wholesale and direa-sales customer
base by acmalby cutticg: back on advertising
spending. Using press relzases avd mukipls
small paid advertisements (rersus o few langes,

ive advertisements), cthey lure astomers
1o their websibe, then scracsgically “vel] chedr sooe
e

Evommerce has also allowed cost-effectine ex-

paresion into more internacional markets, includ-

ing Europe, China, Forea, South Africa, Mew
Zealand, and Auseralio

Firalty, while using local subconcractors wher
ver possible, Merite has reduced costs over S
by sourcing parts inter nationally, using, suppliers
in foreigm countries, and locacing and incroduc-
irg new techrcksy and preducts chat weere mod
available in the U5

Part 3:
“The Meritt Model™ - Life Creles to
Leveraging Lessems

oo ait oy S0, Merite knows that =very pred-
uct haesa Tfe cvele Wich the market becoming
saharabed, his company is currenthy ramping
chown it's Vides Trarreler operations and restruc-
wiring — prepanng for a new phoes of entrepre
reeurial (adiverture. He is now parlaying his ex-
periencs by helping others lameh inventions.
"I just amatura progresion” be says. “This i=
letting mee takee ooy knowledee ro the peax bevel”

Meritt’s arigmal “Video o Bag”idea not cnly
developed into asncosmhul company, but alsc
became the model for a business tool chat can
takee almest any preduct from prebobyps to global
detribucion. Appropriaesly called “The Merit
Bede])” b now seckis out invertors Lo finamce,
and takes their inventions throagh che desizn,
prototype ard snginesrng process, Then he out-
sources the mandactaring, marketivg ad pack-
aging. When royaky checks sta coming 1,
Meritr gebs his ingial Troestment back fusually
areund 520 to 5200 thousand) then splits the -
altiess with che inventor 50750 Since he only
charges for “hamd expenses™ but not his cime,
and assumes all the nsk ithe imvencor owes
noching of it doesn't wark cur), s a great oppor
ity fior pew imvenbors.

Meritt Bectronics —soom te be renamed
“Merite International™ to give a broader corpae

rate “umbrella” for expansion - plans to help
lwnch & to 10 pew procducs in 2004 This in
cludes a remlutionary new environreental mwen-
tion by Bertt hims=f (To be formally ar-
nourced sconl)

He aloo volanteers his irmes speaking o cresr
conderences, to Cal Poly's MEA and Enginesring
shdents, and even bo aspiring Yang imentors a
k=al middle schools, talkirg 1o them about “real
world” busiress issues, like alack of frances,
Lre=aits, and petting crushed by “Big Business"
Summarizing his bipgest le=sone oo fr, Merat
b

1. Use ecomimere 3= a strategic tool bo groe
wourr business,

2. [yarre challerged by a coonpary 100 tines
wour siz, fird a conpany tha is 1000 times
wourr size ko be your parter]

2. Learn to minimnize fnancial rsks

4. Every preduct hee a matara life oyele,

5 Leamn when to got in, & when to recog=
nize when its time to gt ot

Whike he confesses to having had some seri-
ous anxiety about starting sut oo his oem, Meri
nebes chat mot Irving to do everything himeelf
help=d allay his fears during che seatup phase
“Aligm v ours=lf with cther pesple and do your
hotmework,” he says, “Get coaching from other
people—including your stomey—to cover your
b

Good pchvice, And good luck, FBon Meritt, on
this nexdt phicse of your “jourmey.”

Ron Meritt is marmied with teo chikdren. A
self-proc limed “not about fret cars, metonove bes,
boaes and the high tech gadgets that go with
themn,” he enjoys sports and “pst spending time”
with his teerage sons. For more indormation
bt berit Ebctromics or the Vides Trrreler,
visk wwwvideotravelercom.



