Little CDW Stays Robust Amid Tech Crisis 
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CDW is winning new support from Dell rivals such as Cisco, 3Com and H-P. They have increased financial help and product training, enabling CDW to counter Dell with a national marketing campaign and more-targeted promotions. "It's a sign of how much effect [CDW is] having on the industry," says Craig Johoske, marketing director for Houston computer dealer Epoch Systems.

Analysts think there is room for both Dell and CDW. Last year Dell beefed up its phone sales to include software from Microsoft Corp., Oracle Corp., Intuit Inc. and others. With its broader set of networking, hand-held PCs and printers, Dell is becoming "more similar to CDW in terms of offering a more diverse product set," Raymond James & Co. analyst Brian Alexander says.
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IT WAS FOUNDED in 1984 to sell personal computers by phone and mail order, and later made Internet sales an important part of its business. Last year, one of the worst

for computer companies, earnings rose nearly 10%, outstripping even its healthy sales increase. 

If you are thinking Dell Computer Corp., think again. CDW Computer Centers Inc. is a $4 billion computer company that counts Dell as its chief rival in selling to small and

medium-size businesses. What is more, that rivalry has endeared it to Dell's big-name foes, including Cisco Systems Inc., 3Com Corp. and Hewlett-Packard Co. 

As has Dell, CDW has eluded the two-year-old tech wreck with trim operations and keen attention to customers and productivity. The company remains small, but its sales

are expanding at twice the rate of the estimated $90 billion-a-year small-business computer market. And profits are rising faster than revenue, up 89% since 1999 on a 66%

sales increase. 

"On almost any metric -- growth, profitability and productivity -- the company has outperformed its peers," says David J. Manthey, an analyst at brokerage firm Robert W.

Baird & Co. He thinks CDW's earnings this year will reach $192 million, or $2.20 a share, on sales of $4.59 billion. 

CDW has prospered by not sitting still. It sells some 80,000 products, shipping 93% of orders on the same day they are received. "Our people work really hard and really

fast," says John A. Edwardson, CDW's chief executive officer. The company's tracking systems give him a complete tally of sales by midnight the same day. The company

has raised profit faster than revenue by cutting transaction costs. Last quarter, 22% of sales were made through its Web site, up from fewer than 8% at the start of 2000,

he says. 

CDW's concentration on small and midsize businesses has been a big part of its growth. While large-company computer-technology spending fell 5.2% last year,

market-research firm International Data Corp. says purchases by small fry rose 1.8%. "They didn't overspend on Y2K remediation, so there was no cushion of previously

acquired technology," IDC Vice President Raymond Boggs says. 

Much of CDW's recent gains -- and those of rival mail-order suppliers Insight Enterprises Inc. and PC Connection Inc. -- have come from the demise of computer dealers,

those national and local purveyors of PCs and related gear. The loss of dealers such as Inacom Inc. created a hole in the market that direct marketers quickly filled. 

Of course, Dell isn't sitting still, either. Last year, the Round Rock, Texas, computer maker began providing small companies with network installation and design services,

software and peripheral sales, and began shipping most orders within a single day. "We've been focused on a great customer experience," says Frank Muehleman, senior

vice president of Dell's small-business division. 

Both companies are benefiting from the same trend. As computers and networks have become familiar, buyers have less need for dealer hand holding. 

Analysts think there is room for both Dell and CDW. Last year Dell beefed up its phone sales to include software from Microsoft Corp., Oracle Corp., Intuit Inc. and others.

With its broader set of networking, hand-held PCs and printers, Dell is becoming "more similar to CDW in terms of offering a more diverse product set," Raymond James &

Co. analyst Brian Alexander says. 

And CDW is winning new support from Dell rivals such as Cisco, 3Com and H-P. They have increased financial help and product training, enabling CDW to counter Dell

with a national marketing campaign and more-targeted promotions. "It's a sign of how much effect [CDW is] having on the industry," says Craig Johoske, marketing director

for Houston computer dealer Epoch Systems.

