White Paper

Five things
Your distribution
business can do to grow profits

There are things you can do right now to increase
profits. Your competitors are doing them. If you dont
you will be left behind.
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5 Things your distribution business can do to grow profits

Number One: A Connected Web shop & customer self service portal.

If by now you don’t have a web order entry and customer self service site set up for your
customers and have it connected to your ERP system, you are way behind.

For business to business customers this is one of the most important things you can do to
both grow your business and to keep your existing clients coming back for more.

There are really multiple parts to an
ecommerce and client self service portal.
The first part is pretty simple. You need
to have an integrated system for
customers to place orders. What does
integrated mean? Integrated means that
a customer places orders on your
ecommerce site and then they are
magically transported to vyour order
management (ERP) system. It should be
automated so that there is not any
manual (expensive) intervention of the
order to read it from your web site either by email notification or other means. As
you know there really is no magic to get the order to your system. The order
should simply flow into your ERP system in an automated way. From this point it
can be checked by an employee and then released to be processed. This should be
a very simple and fast process. After all, the more orders you process with as few
people touching them as possible, the more money you make.

The second part is as important as an automated system to take orders. You
should have as part of your web site a section for customer self service. This should
allow your customers to do many things so that they really don’t need you or your
employees. This may sound like you are losing focus on your customers but you
are not. You may like a personal touch and prefer your customers to call and talk to
someone on the phone. That is ok but guess what? Your customers really don't
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want that unless they need something they can’t get from your
web site or it is something really important.

Customers today really do prefer to be able to find what they are looking for or
need quickly and easily themselves. They don’t have to call into your office, wait
for someone to pick up the phone, wait for someone to help them and then explain
to someone what they need. If they can simply go to your web site and within a
few clicks get what they need they are much happier. They can do this 24 hours a
day 7 days a week. They don’t even have to wait until you are open.

What types of information and services do your customers want or need. To start
they naturally need to be able to find past orders and the status of each order.
They will need to know if the item(s) they ordered are backordered or if you have
them ready to ship. They need to very easily be able to find what they ordered in
the past and how many. They also will want to know how much they paid for what
they purchased. You will also need to provide any shipping information to a
customer on the order. Make it easy for them by providing a link to the shipping
agents tracking system along with the tracking number. This way they can follow
the package the whole way and they won’t need to call you and ask you where it is.
As a matter of fact it is best to provide a status throughout your internal process as
well. For example, it is released and waiting for picking, picked waiting for shipping,
and any other process you have internally.

The next thing they will want is to view any invoices that you have for them. They
will want to view past invoices and open invoices. You should also have a way for
customers to pay their invoices. Why not let them pay online rather than wait for
them to 1) put a check in their system 2) wait for approval 3) print the check, 4)
find someone to sign the check and 5) put the check in the mail. Have a very
simple and fast way for them to pay open invoices on your site. You should even be
able to accept partial payments against an invoice. Collect as much as you can this
way and reduce the amount of manual (expensive) intervention. Once you collect
these payments they should be processed magically (automatically) into your ERP
system once again.

You should also provide a way for your customers to download any information
they need about your products. For example a link to a list of products along with
the item numbers, quantity available and the customer’s price or even a list price.
Many today even would like images of your products so that they can very easily
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list your products on their web site(s) to sell.

If you can provide an easy way for your customers to find and order your products
as well as provide an easy self service portal for them to use, you will keep them
coming back for more.

Number 2: Automated Order entry.

If you want to make more money you need to have an automated order entry
system. An automated order entry system allows you to take orders from your
customers with little or no intervention from you or your employees. This automate
also makes your customers happier because it saves them time and therefore
money as well.

An automated order entry system can be
something very simple or it can be a
complicated EDI (Electronic Data
Interchange) system. Even if you are
. currently using an EDI system, there are

customers that want automation but don't
want the complexity or cost associated with
a traditional EDI system.

A traditional EDI system uses standard document types, processes, as well as
transactions to exchange information. This information includes but is not limited to
sales orders, order confirmations, shipment confirmations, purchase orders, and
other trading partner documents. These transactions are sent and received through
EDI VAN’s (Value Added Networks) that act as an EDI “post office” that receives
trading partner documents and routes them to the appropriate company. VAN's are
gateways that also provide other services to monitor these transactions. Of course
there is a cost for these services.

Another method is a sort of informal EDI system that is used by many partners to
share information. This information can be sent in many different ways. Typically
how this works is that you would come to an agreement with your customer as to
what the shared files will look like, what format they will be in, and how they will be
shared.
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For example you can easily share information with your

customers such as item lists, item availability, and their pricing on each item, etc.
Ideally you would discuss this with your customer and tell them what the file looks
like that you are sending and what information is in the file. Once you have an
agreement on the file itself, you need to agree on the transport method. This is
easily done by FTP (File Transport Protocol). You can place the file on the
customer’s system for them to use. The other option is that you provide a login to
a place where the customer can pick the file up from you. Either way the FTP
process does not have any fees or costs associated with it other than the time it
takes to set up such a process from your system. The best case is that you dictate
to your customers what the file is exactly and how you will provide it to them. This
allows you to set the file up one time for all or most of your customers. You will
most likely have a few customers that are larger that have special requirements
that you will accomodate.

When you get this process automated, you will need very little user intervention to
receive and process orders. The more orders you can process faster, the more
money you make.

Number 3: Mobile Sales

If you have an outside sales force and they don’t currently have a way to place
orders in your system from wherever they may be, you are behind many of your
competitors.

Believe it or not, many distributors today don’t have a way for their salespeople to
place orders or service their clients remotely. There are two parts to this that will
make you more money.

The first part is to for your sales team to be
able to place orders for their customers. Are
your salespeople writing down orders and 1)
calling them into your office for someone to
enter 2) emailing them to the home office for
someone to enter or 3) faxing them to your
home office for someone to enter? Now that it
is in writing can you see how silly this is? You are taking the time of the
salesperson to collect the order, record it, send it to the office. You then have
someone at the office take the order from the fax, email, or phone and then enter
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it into your system.

How many extra people does this process take? How much does it delay your
customer’s order? You really need a way for your sales team to take the order
while at the customer’s site or within a reasonable amount of time thereafter and
enter it into your system. This can be done as simply as a sale portal or web page
designed with a salesperson in mind to make it a quick as possible. Once it is
entered into the system, it then gets reviewed (or not) and processed as any other
order. See how much time that saves? If it takes a person in your office one hour
per day to process orders from one salesperson and you have 8 people on your
sales team that is 8 hours per day that someone is doing something they really
don’t need to be.

Also think about your customer’s perception. If you can simply and quickly take
their order before your sales person leaves their office they will know that it is
taken care of. They will think that your company really is organized and feel good
about doing business with you. Will they then consider doing even more business
with you? Who knows.

Part 2 is the process by which your sales team can support your customer as well
as or better than your competitors. Keep in mind some of your competitors already
do this. Your salesperson should be able to be at your customer’s site and look up
real time information about your customer’s orders, back orders, shipments,
invoices, and payments. Do your salespeople currently have to call the office or
take a print out with them that is 2 days old? Again, think about the perception the
customer has of your company being able to support them now and into the future.

Your sales team needs to have a way to place orders and to easily look up
customer information and history while out of the office. Think about how much
more they will get done in a day and how many orders they can process. Who
knows maybe the can even increase the number of products and/or services
purchased by your customer. Once your customer sees how quickly and how well
you can take care of them, they will surely be back for more.

The other benefit is employee satisfaction. Think how this change will impact your

salesperson. They will be more self sufficient, efficient, and professional. They
certainly won’t mind the increase in commission either.
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When you leverage the three areas above or even one of them

you will surely see an increase in revenue and profit as you reduce or eliminate
costly processes. This will certainly have an impact in your bottom line when
implemented properly. Keep in mind your competitors are already doing this.

Number 4: Other Channels

Sell your products through other channels. Many distributors offer their products
through other sales channels such as Amazon, Ebay, and many others. You may
think that it is too hard or it takes too long or you just won’t make as much money
this way. While it is true that you could possibly make a smaller margin on a few of
these channels, there may be higher margins in some others.

If you can automate the flow of information sent to these other channels and make
some money, why not? The key is to automate the exchanging of information.
Most if not all of the other channels have a
way to connect to them electronically.

You can set your system up to share
information on a regular basis to update:
e Products
Inventory levels
Pricing
Shipping information
Order status
Customer updates

L\

By doing this you can simply send your
inventory information along with pricing to another sales channel. Once an item
sells, the order flows into your system. You review it, ship it, and put the money in
the bank.

Another channel to sell your products are business to consumer web sites. There
are many smaller web sites that would love to offer your products. You can simply
automate the process to share information with them as well. Many distributors
offer fulfillment services to take orders from third party web sites and then ship the
order to the end customers. You can charge additional fees for this service. This
helps the selling partner as they won’t need to stock your products or even have a
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person to do shipping at their business.

Many distributors are able to grow their business significantly by offering fulfillment
services to others. If you are automated like some of your competitors, you will
also place your customers packing slips into the shipped packages. If you have a
really smooth running machine it does not even matter what the products are after
a while. You can add products as they make sense. The new products don’t even
have to be in your area of expertise. After all, you are good at taking orders and
shipping products, why not ship more for more money?

Number 5: Warehouse

So if you deploy the above ideas to bring in more orders you had better be able to
handle it. If you have too many people in your warehouse and you are not sure
where each and everything is...fix it!

There are so many areas for improvement in a warehouse. The first thing is to
make sure that you are using an automated warehouse management system. Let
this system manage your warehouse! Many people think that having a bar code on
a shelf and a scanner is good enough. Ask around and visit a distribution company
both large and small doing it right. They have a system that controls the
warehouse and knows where everything is
not matter what.

It is not unusual for a small distribution
company to save over $100,000 in 12
months of implementing a warehouse
management system. They are then able
to save that much each year one they fix
their warehouse.

You need to properly record each and
every item when it comes in the door. If
you don’t start there you are missing the
whole concept. Bring it in and record where it is. Move it and record where it is.
Place it on the shelf and record where it is. Stock you pick bins and record where
you moved it. See a theme going here?

Once you know where it is, please let the warehouse system do the work for you.
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Once you receive and order, let the the system tell you where
your item is and how many to pick for each order. Record each touch of the item.
Put it in the box and record that. Ship the order out and record that.

The added benefit of a warehouse management system is that you can do much
more with many fewer employees. Redeploy your staff to other areas of your
business so that they can have an impact there. You won’t need to pay as many of
them to work in your warehouse.

Cut down on confusion and scavenger hunts. Did you or anyone in your company
ever have to go to the warehouse to see if an order is there or to see if certain
items are remaining and you are not sure? Did you ever know that you have
something but no one can find it? Did you spend much time looking for it? You
won’t have to do that any longer.

How often do you have to shut down your business and pay people to work
overtime to count all of your inventory? Do you do this now to take a physical
inventory count. Companies with well managed warehouses don’t need to do this.
They simply do some targeting cycle counting to audit inventory but only if they
think there may be an issue such as employee theft, etc. Save all this time,
money and aggravation and get a warehouse management system.

You can offer excellent customer service. How much more likely do you think your
customer is to keep ordering from you if you are this organized and

efficient? You will always know where there order is, what the status is, where it is
and when and how it shipped. Some of your competitors do a great job of this.
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About iCepts Technology Group, Inc.

For over 30 years, iCepts Technology Group, Inc. has been working with Wholesale
Distribution, Manufacturing and other industries with the latest technology offerings to
help our customers achieve efficiencies, streamline their supply chain process, gain
access to vital business reporting and controlling cost. Contact us today to learn more
and more information!

www.icepts.com | info@icepts.com | 717-704-1000
iCepts Technology Group, Inc | 1301 Fulling Mill Road | Middletown, PA 17057
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