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FINANCE 101

Daniel M. Isard

Liar’s Poker

Six key items to manage when negotiating with a casket company.

Dear Dan,

I took over my father’s business four years
ago, and every day I am more and more
aware of how unlike my father I am. One
such revelation provoked me to write to
you.

I remember as a teen being with my fa-
ther at conventions. In the evenings, his
buddies - competitors, colleagues from
around the state and, of course, cas-
ket salesmen — would meet for cocktails.
During the evening after the casket sales-
man who had bought dinner had left, the
game of liar’s poker began. First, one guy
bragged about how many bronze caskets
he sold last year. Soon the gang would ex-
plore another fabrication, stating how low
their cremation rate was. Finally, the lies
reached their climactic ending with what
I call the “straight flush of lies” - they
bragged about what a great discount they
got from their casket company.

Dan, at 17, I started paying the bills for
the funeral home. I saw the discount for
the 100 caskets we bought. Dad was exag-
gerating to his friends by more than 100
percent! And I figure that since Dad was
lying so extremely, his colleagues must
have been, too.

Well, I bought him out four years ago
and he is now living in Florida, playing
liar’s poker with his buddies on Face-
book. He tried to teach me how to lie, but
I think he should have taught me instead
how to negotiate a fair deal with a casket
provider.

The casket company I use keeps telling
me, “You have the best discount and re-
bate program of anyone!” What the sales-
man does not remember is that I heard
him tell that to my dad for many years.
I didn’t believe it then and I don’t believe
it now. Can you help shed some honest
light on these matters for me? Otherwise,
Ill just call Dad’s cronies and then tell the
salesman I want 35 percent.

Signed, Truth Teller
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Dear Truth Teller,

I feel it only fair that funeral home own-
ers lie about the casket company deals
they get since negotiating with casket
companies is like buying a car. I refer to
these as “diplomatic” lies. There are deals
and then there are deals, but in all cas-
es, the casket company wins. I have no
problem with the premise. I believe that
each commercial transaction should be
a win-win transaction. But, like people
who negotiate for a car and think they
got the better of the transaction, they
are fooling themselves. You can’t build
those large car dealership buildings on
bad deals.

Casket company deals are intended
to keep funeral homes off guard. We see
the prices our clients pay, and many buy
from the same casket company and take
delivery from the same service center.
Thus, a funeral director presumes that
the gross sale price is the same among
everyone within that particular service
center. But for one casket company, there
can be multiple gross price points for the
same casket. When you negotiate with a
casket company for your units, there are
six key items to manage within the ne-
gotiation:

1. Gross sale price

2. Discount rate

3. Rebate

4. Sales guarantee

5. Contract term

6. Ancillary items.

The place to start before you begin your
negotiation is by reflecting on what you
have sold. Produce a printout of the 30
caskets you sold most frequently over the
past two or three years; the road most re-
cently traveled is often an indication of
the future. While most funeral homes
are selling fewer caskets each year, this
list can still give you a good indication of
the value of your account to these casket
companies.

Gross Sale Price

This is step one in the negotiation process.
I prefer to give the historical sales infor-
mation (the list you've created) to all cas-
ket vendors at the same time and ask them
to give me the gross price for each unit.
While all companies have different names
and code numbers, casket salespeople are
well trained and can translate from one
company to their own. We want the gross
price point because we want them to make
a guarantee to you based on that price.
This is the most important agreed-upon
point in the entire negotiation.

The Discount

Don’t talk discounts until the gross sale
price of each unit is defined. I have seen
the discount vary widely among cas-
ket-buying customers, with, for exam-
ple, firms buying 100 caskets getting
discounts of as little as 5 percent and as
much as 25 percent. This does not mean
one owner is better at negotiating than
another. The casket companies may try
to get you to focus on the discount and
not the net cost. Remember, in step one,
you agreed on a gross price per unit. Now,
with step two, we apply the discount. This
results in the net cost of each unit. Now
you can assess which company is giving
you the best, lowest cost for each unit.
Frankly, I would rather have a “net” due
per casket computed each month. How-
ever, as long as I negotiate this way, I can
make sure the price I pay is the price I ne-
gotiated.

The Rebate

The rebate is the ultra-incentive. Only
if you accomplish or exceed everything
you are supposed to do might you wind
up with a year-end payment. But since I
normally want my clients to guarantee to
give nothing other than their best efforts,
I don’t want a rebate. I want the lowest
cost. To me, a rebate is akin to overpay-



FUNERAL HOME

ACQUISITION | REFINANCE | EXPANSION | SUCGESSION | RENOVATION

F
.I_A

L1ve O ¢ Bank
changed my business
altogethe Being

able to consolidate
debts and 'grow my

business made

th_e’ difference %'

\\iu T!L '*.‘l\.\l ql Hl \*

N\ CREMATION SERVICES

ve Turner 3
Walker Mortuary, LTD.

Second Generation Funeral Director

NANGING

- =

Watch Steve’s story at liveoakbank.com/turner

©2016 Live Oak Banking Company. All rights reserved. Member FDIC.



20

ing your income tax withholding to guar-
antee that you get a refund. I don’t think
the U.S. government needs a tax-free loan
from a funeral home, and I don’t think
a casket company needs an interest-free
loan either. Some companies are set on
receiving a rebate and cannot change
their behavior. If that’s the case with your
firm, then get the casket company to pay
it to you monthly. In fact, tell them to take
it off your bill each month.

The Sales Guarantee

Obviously, casket companies want all of
your business and will push for a clause
in your contract that designates them as
exclusive providers. I do not like exclu-
sives. There are reasons you may need an
alternative provider, and although there
are probably a small number of situations
each year, when they do happen, you
could be in default.

Furthermore, some companies will
look at a firm that is historically a pur-
chaser of 100 caskets per year and say,
“You must buy 100 caskets” or the rebate
and discounts are rescinded. I recom-
mend that you never agree to that condi-
tion. First of all, you cannot control what
the families you serve buy. Your objective
is to be in funeral “service,” not serve as
a retail casket company’s sales facility. So
guarantee what you can guarantee — that
is to say, you can only guarantee your best
efforts.

Contract Term

Casket companies typically want a long
contract. It can be for one year or up to
five years - it is what you negotiate. There
are a few things to balance. I believe that
if a casket company can guarantee a price

for caskets for one year, then you should
be willing to sign a one-year contract. If
it is asking for multiple years, then you
must have the price guaranteed for mul-
tiple years.

If, however, you should cancel the con-
tract, the company might have a claim for
all rebates, discounts and other inciden-
tals it has given you. This can be a lot of
money, even for a 100-casket business.
For example, last year, a funeral home
owner sold his business in the fourth year
of a five-year contract. The casket vendor
made a claim to get back five years of dis-
counts, rebates and incentives. The only
thing the vendor did not have its lawyers

I believe that if a casket company
can guarantee a price for caskets for
one year, then you should be willing

to sign a one-year contract. If it is

asking for multiple years, then you
must have the price guaranteed

for multiple years.

demand was the price of the beers from
the baseball game to which the salesman
took the business owner.

Some vendors will say, “I am guaran-
teeing that the price in future years will
not go above 5 percent.” That is not much
of a guarantee. Again, remember the or-
der of the negotiation. There is nothing
wrong with an annual contract. It is hon-
est and fair to both parties.

Ancillary Items
Many additional items get confused in a
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casket contract. One is the furnishings/
fixtures in the selection room. This is a
large investment for you. The first ques-
tion to ask is, “Do I need it?” If the answer
is affirmative, then the follow-up question
is, “Who should pay for it?”

Every time I go grocery shopping, I
think about caskets. There are 20 or more
companies selling crackers, yet one of
them is located in the prime space on the
shelf and has a side display with electron-
ic coupons spitting out of it. Do you think
the food store pays for the display? No. So
why do casket companies want the funer-
al home to pay for the display promoting
their goods?

The furniture and fixtures of a selection
room can cost anywhere from $25,000 to
$50,000. My point is simple: If the casket
companies believe that racking and light-
ing will sell better units and the compa-
nies will benefit from it, then I like them
to pay for it. They may tell you they will
pay for it with a five-year contract. How-
ever, I think the funeral home pays for it
over that five-year contract. Am I cynical?
Yes, guilty as charged.

So, kid of the King of Liar’s Poker,
there you have it. Remember, if one cas-
ket company won’t deal with you fairly,
go ahead and invite all of them to your ta-
ble. You will get the deal you need. I am
not against casket companies — I am in fa-
vor of funeral homes having an informed
negotiation. ¥

Daniel Isard, MSFS, is president of The
Foresight Companies LLC, a Phoenix-
based business and management
consulting firm specializing in mergers
and acquisitions, valuations, accounting,
financing and customer surveys. He is
author of several books and host of The
Dan Isard Show at www.funeralradio.
com. He can be reached at 800-426-
0165 or danisard@f4sight.com. For copies
of this article and other educational
information, visit www.f4sight.com.
Connect with Isard and The Foresight
Companies by following them on Twitter
at @f4sight or on Facebook.

The financial and tax advice contained in
this article is for informational purposes
only and may or may not apply to your in-
dividual position. Readers are strongly en-
couraged to seek the counsel of qualified
advisors before undertaking any action
based on this information.



