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Omni United eyes growth while staying Tier 3 distributor

By Don Detore
ddetore® craln.com
SINGAPORE

As founder, president and CEO of interna-
tional tire distributor Omni United Pre. Lid.,
(.5, Sareen has plenty of ambitions.

He has plans to grow the _—==_
company in the LS. 1D Sere —
mMOSt eVery region, plans thal Se—
include adding mixing wire- —
houses to facilities the compa-
ny currently operates.

He and his company will continue to sup-
port breast cancer research, through a part-
nership with ladies” professional golf. And he
is working on reviving the idea of collaborat-
ing with ancther brand to put their name on
Omni United-sourced tires, such as the Tim-
berland Tire that launched several years ago
but remains “on ice.”

More about that later.

There are two things, though, that he
promises he will never do.

First, he won't entertain the notion of
building a tire plant. Instead. his compa-
ny designs the products and contracts with
several manufacturing partmers, mostly in
Southeast Asia. to make the tires.

“We have enough volume to justify a de-
cent-sized plant” Mz Sareen told Tire Busi-
ness. “But it would be in one location, one
region — China, India, Indonesia, Thailand,
America. What if the geopolitical situation
were o change? We would be stuck with it.”

As it stands today, Omni United is able to
distribute its array of tires to 80 countries.
Should a tariff be levied by one country on
tires produced in another, Mr. Sareen said
Omni United has the ability to move tires

Omni

CONTINUED FROM PAGE 1

U.S. by Omni United (USA) Inc. of Traverse
City, offers 2,300 SKUs — including 60 sizes
for classic cars — in a range of brands such as
Radar, Patriot. American Distributor, Tecnica,
ele.

The tires are manofactured in several facil-
ities spread out mostly across Southeast Asia
and are available in more than 80 countries.

Omni United perhaps is the lone Tier 3 of
fering — the tier where Mr. Sareen wants to
remain — to put so much focus and resources
behind carbon neutrality.

The reasons, he suid, are simple: Not only is
it good for the environment and the future of the
global ecosvstem, it makes sound business sense.

One trend illustrates that: Carbon taxation.

Several countries have begun to levy a car
bon tax on carbon emissions tied to the produc-
tion of goods and services. In simple terms, the
taxes are designed to incentivize companies to
reduce their carbon footprint and in turn help
improve and preserve the environ ment.

Several European countries are taxing com-
panies for carbon emissions, led by Sweden,
which levies a tax of 5137 per ton of carbon
emissions. Other countries that have followed
suit include Denmark, Finland, Germany,
Ireland. Raly, the Netherlands, Norway, Slo-
venia, Sweden, Switzerland and the United
Kingdom.

Singapore also charges a carbon tax. Mr.
Sareen said his company has absorbed the tax,
which remains small at this point, but should
Singapore raise the tax. and other countries
follow suit, it could be catastrophic.

“If they impose a tax of, say, 55 (per metric
ton)” Mr. Sareen said, “weid be OK. But if
that became 550 ... we are done. Out of busi-
ness. This is something most businesses don’t
understand.

“The carbon tax can completely disrupt the
situation.”

Carbon emissions, he said, are generated in
three ways: Production, constumption and disposal

produced in an affected county to a second
country where tariffs haven't been levied.
“These are products that are designed,
managed, engineered, the whole shebang, by
us,” he said. “We are pretty much doing ev-
erything a manu facturer will do except own-
ing the facility but having long-term manu-

om n fac tiring contracts”

The second item he
woi't change is Omni
United's Tier 3 standing in the market.

“I don’t want to be in any other space.” he
said. “I think Tier 3 is extremely fantastic,
it’s big, it’s the fastest growing category, and
from a business point, it makes perfect sense
because it’s unstroctured . It's very fractured
and fragmented, so a little bit of structure
into this poes a long way”

He compared his company, at least from a
business perspective, to Li & Fung, a Bermu-
da-incorporated, Hong Kong-based supply
chain “mammoth” that sells apparel and oth-
er household goods, offering, he said, “fan-
tastic quality at a great price”

“That was a model I thought was really fas-
cinating when I started this business 26 vears
back. I've tried to basically walk that walk”

Mz Sareen said Omni United offers not only
quantity, but also quality at value pricing.

“Some Tier 2s don’t have the range we do.”
he said, noting the company has put a re-
newed emphasis on the look of the tire while
maintaining its performance attributes.

“Tier 2 is crowded, it's competitive, and T
think Tier 3 is a verv comfortable space for
us.” Mr. Sareen said. “I think we can grow
enough in this space.”

That growth will include adding more
mixing warehouses in key regions across the

U5, sooner rather than later.

In 2015-16, Omni United dabbled into the
wholesale business with its acquisition of
U.S. wholesalers Interstate Tire Distributor
and A to Z Tire & Battery Inc., with the goal
1o become a distribution plaver.

But in the subsequent vears, the wholesale
market changed dramatically, as Sumito-
mo Corp. of Americas and Group Michelin
formed National Tire Warehouse (NTW)
and Goodyear and Bridgestone Tire Ameri-
cas combined to start TireHub LL.C.

“lt wasn't profitable in spite of our best ef-
forts” he said of the wholesale market venture.

Omni United reorganized those assets into
a mixing warehouse, called Omnisource,
to store its products. A U.S. customer, who
previcusly could buy one container from one
country of origin, shipped to his store, now
can order a mix of Omni United products
made in various factories across the globe,

The wait time, he said, has been reduced
from 65 or 75 days to seven to 14 days.

“What does it do to my cash flow is it in-
creases my working capital” Mr. Sareen
said. “Instead of shipping a container from
Thailand to a customer, I have to bring all
of these containers into Omnisource, then re-
distribute and ship them out to all customers.

“I'm OK with that model. 1 will increase
my cost, but T will be able to get a much big-
ger share of the volume”

Omni United has plans to open mixing ware
houses in the Northeast and Southeast, servic-
ing, he said 75% of the US. population.

He has plans to duplicate the opéeration in
Europe.

His commitment to supporting breast can-
cer research — a hallmark of the distributor
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Production takes into account carbon emis-
sions not only at the plant, but also in the de-
livery of raw materials to the plant. How is
that plant powered?

Consumption covers the product from its de-
livery to the consumer to the vehicle that uses
that specific product. What energy is used to
deliver the products, ie. how is the container
ship powered? And how energy efficient are
the wehicles that fit those specific tires?

Disposal accounts for the process to get rid
of the product.

“You can measure these things, and that
is called your carbon footprint,” Mr. Sareen
said. “How much are you actually emitting for
a set of four tires?”

Major tire makers devote a significant por-
tion of their resources o their sustainability
goals, as documented in many annual reports.
Group Michelin, for example, has pledged to
lower CO2 emissions from all of its produc-

tion facilities by 50% by 2030 compared with
2010, with the ultimate goal of achieving car-
bon neutrality by 2050

Tire companies can reduce their footprint
by, for example, converting a plant 1o a more
efficient energy form from coal. but they also
can accumiilate assets that offset their carbon
footprint and help i mprove their score.

Those assets include investing in agen-
cy-approved green projects, such as wind-
mills, solar energy. etc. Another direction
might be to plant trees or install solar panels,
or perhaps deliver product on carbon-neutral
vessels or electric vehicles from certain logis-
Lics carriers.

In order to address the issue, Mr. Sareen
said Omni United will not contract with a
tire plant powered by coal, and he is hoping
1o contract with cargo carriers that are maore
ecologically efficient.

Since Omni United's products are less ex-

in the U.S. — remains strong, despite the fact
he said his family have not been touched by
the disease.

Since Omni United and Radar Tires
started supporting breast cancer research a
decade ago, they have funded thousands of
hours of research while creating awareness,

“One in eight women in America will get
affected by it” Mr. Sareen said. "I have not
met a single human being in the US. (who
has not been affected by it). It’s such an emo-
tional subject ”

Besides his passion for carbon neutrality (see
story, page 1), Mr. Sareen said Omni United
continues toexplore more partneships to create
a global lifestyle brand. si milar o past efforts the
distributor attempted with Timberdand L.L.C, an
American manufreturer and retailer of outdoors
wear, especially footwear.

He said the cost factor put the Timber
land partnership — which emploved a true
closed-loop recyeling model — on hold.

“1 still think it’s a cool concept,” he said.
“We are in discussions with other brands be-
sides Timberland to still go in that direction.
I still think there is room for a branded tire
being sold in the world.”

He noted that there is Giorgio Arma-
ni-branded furniture and Ralph Lauren-brand-
ed paint.

“Brands have entered all aspects of con-
sumerism except the tire business,” he said.
“1 think that will happen. It should happen.”

Omni United, he said, has a workforce of
nearly 100, with plans to keep growing.

“All of these po hand-in-hand with how sae-
vessful vou are and what you can afford to do.”
he said. “As we move forward we will definite-
Iy be putting more visibility out there™”

pensive Tier 3 alternatives, they ofien are used
on older, less efficient vehicles. That, he said,
must change.

“As a company we will have 1o take steps
into moving to a different direction from a
product design perspective,” Mr. Sareen said.
“If your product is used in an electric vehicle,
vou have 2ero consuimption.”

Mr. Sareen said he believes all stakeholders
in the industry must evaluate their businesses
and move toward carbon neatrality. That in-
cludes the independent tire dealer in the U.5.

“Come up with vour carbon strategy.” he said.
“Do vou have aplan for yvour business to survive
10 2050, or are vou living on a day-to-day basis™”

He sugpests dealers contsct their bank and
inquire about “green” loans. He said by shar-
ing any type of carbon-neutral strategy, the
lending institution might offer lower borrow-
ing rates.

Omni United, he said. has done just that in
Singapore.

“We have got ourselves qualified as a green
company, so our borrowing rate has come
down (significantly) at banks” Mr. Sareen
said. “If vou're doing a 5100 million business,
and voure playing the game well, vou can
save up to 5400000 w 5600000 just by low-
ering vour borrowing cost.”

He said for many of his customers in the
US., “climate change and sustainability are
not the priority for them.”

But if dealers start making a change them-
selves, while asking companies they deal with
to do the same, carbon nentrality could be-
come a reality much sooner.

“If dealers, large (tire) customers in the
US.. start demanding, just as we are demand-
ing __if they start asking the question, “What
is your carbon strategy?.” that will collectively
reduce the footprint.

“Theyre not producing tires; thevre only
selling tires. They are only redistributing
tires. But they have a stake in this. That strate-
£y becomes their common strateg v.

“Plus, it can save them (carbon) taxation,
which is sure o come”




