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Time to Embrace
Supply Chain Complexity

Today’s customers expect your operation to keep up with
them. While the customer’s journey of browse, order, collect
and potentially return may seem straightforward, striking the
perfect balance between a seamless shopping experience for
the customer and cost controls for the retailer requires in-depth
planning. Your organization must be prepared to handle more
supply chain complexity than ever before.

Whether you're a pure play internet retailer, brand or omnichannel
retailer with brick-and-mortar stores, order fulfillment — the
process that occurs from the moment a customer clicks to
confirm their order to the moment the package is in their hands
— can make or break the entire customer experience.

In a hypercompetitive retail landscape where customers have

a multitude of options to choose from at their fingertips, it is
essential that retailers of every type and in every segment ensure
their fulfillment processes are fully optimized to compete at the
highest level.

This ultimate guide will outline the key elements
a retailer needs to achieve omnichannel
fulfillment success.




Inventory Visibility

What Is Inventory Visibility?

Inventory visibility provides details to shoppers and store () quaniy
associates on the number of items that are in-stock and O shiptoyou
available of a certain product. This information is conveyed (® Pickupat store

Stores near you

online to shoppers on e-commerce websites and can also

be made available on point of sale terminals and in-store
kiosks. Inventory locations include stores, warehouses/
distribution centers (DC), third-party logistics (3PL) firms
and drop shippers.

I

For starters, it can eliminate disappointment as the shopper can
see if an item is in stock before placing an order. Additionally, if
the shopper can see the item is in stock and available at a local
store, it opens up the possibility of ordering online and picking up
in the store. This provides a seamless omnichannel experience
with flexibility. If you looked at this scenario without inventory
visibility, the shopper is free to order an out-of-stock item which
results in the retailer having to cancel the order and causing the
shopper to have a negative experience.

Why Is It Important?

A main challenge in providing inventory visibility is to track the stock on hand. Detailed inventory management
systems may exist for the warehouse, but tracking what is on a particular shelf in one of dozens or hundreds of
store locations is a significant and dynamic challenge.

Next, there are the sheer logistic challenges of tracking multiple inventory locations as inventory can reside
across multiple nodes within a fulfillment network: stores, distribution centers, a distributor, a 3PL or even on
a truck en route. As retailers move from a single-node to a multi-node fulfillment model, inventory visibility
becomes table stakes for an optimized omnichannel experience.
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1. Inventory Visibility

Why You Need It?

In the hypercompetitive world of omnichannel retail, every transaction counts. If an item appears unavailable online —
when you actually do have it in stock in your fulfillment network — the result is a lost sale that should not have happened
and a negative customer experience that can affect future interactions with your brand.

With inventory visibility, every unit of available stock — regardless of where it is ready in your network — is made visible
online to assure your customers that the product can be shipped or is ready to be picked up at a store.

Stockroom

D Quantity
O Ship to you

@ Pick up at store
Stores near you

A Key Delivery
of Your OMS

An enterprise-level order management system
(OMS) provides inventory visibility as a key

function. If inventory visibility is not part of your
system’s capabilities, start looking for a point
solution that offers it out of the box.
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2. Retail Order Routing

Retail Order Routing

What Is Order Routing?

Order routing is a key function of a distributed order management system

(DOM), also known as an order management system (OMS). It takes the

orders that are captured from a source (e.g., an e-commerce website) and

then sends or routes them to a specific fulfillment location, like a store L ¢
or a distribution center (DC). Next, an associate sees the orders on an

interface and then proceeds to pick and pack. The location the system

selects is based on business rules that include geographic location and L L

inventory availability.

Types of Order Fulfillment

Before we get into more detail about order routing and why it is important to omnichannel retail, we must understand
the underlying concept behind intelligent order routing which is multi-node fulfillment.

Multi-node fulfillment is a supply chain practice where inventory is spread across multiple locations — not just one

— and sourced from each location based on business rules, not least of which is geographic proximity to the final

delivery location. This differs from traditional fulfillment where one warehouse stored and shipped inventory for an

entire geographic area.
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Traditional Fulfillment

In this example, one DC fulfilling orders for
all customers — regardless of their location
— is arelatively straightforward operation.
Orders can be sent from the source (e.g., an
e-commerce website, a portal, etc.) straight
to the DC into the warehouse management
system (WMS) interface, enterprise resource
planning system (ERP) or even just by email
or fax, and then picked and packed.

—

Customer 2
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2. Retail Order Routing

Multi-node Fulfillment

With multi-node fulfillment, orders need to be routed to the optimal fulfillment node. As mentioned earlier, the criteria
for routing to one location versus another can be based on its geographic location but can include the type of inventory
carried at each location, whether inventory is available, the stock level of available inventory, etc. and any combination
of these as well. These business rules can be configured in an ERP system or rudimentary order management system
— but only if the rules are not overly complex and the number of orders is manageable for the system.
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Now imagine if in addition to traditional distribution centers, a retailer’s stores were part of the supply chain network. That
means every order placed online needs to be routed to a store to be fulfilled. That could mean millions of orders per year,
sometimes thousands per second, routed to tens, hundreds or thousands of different retail locations.

b
ETe <« 16

That model would look something like what is illustrated above, with each store serving a geographic location (a zip code or
group of zip codes) and multiplied to any number of locations a retailer may have.

This is where the order routing functionality of an OMS brings value to a retailer's omnichannel fulfillment operation.
It enables store fulfillment and micro-fulfillment supply chain strategies. It optimizes fulfillment by sending orders to
the location that will result in the most favorable outcome for the customer and retailer, depending on the service level
agreement (SLA). The results: the lowest delivery cost, the fastest delivery or the highest fill rate, based on the rules you set.
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https://infohub.tecsys.com/hubfs/Articles/5-Online-Fulfillment-Methods-Tecsys-Article.pdf
https://infohub.tecsys.com/hubfs/Infographics/Micro-Fulfillment-101.pdf

2. Retail Order Routing

Benefits of Order Routing r

Order routing is about getting customer orders fulfilled as quickly

and profitably as possible. That could mean employing an effective r
ship-from-store strategy by leveraging available store inventory (with

inventory visibility) and using insights on the delivery costs associated to

each fulfillment node to your advantage. It also means having the flexibility

to change fulfillment priorities as business dynamics shift.

Tecsys' Omni™ OMS is a powerful order routing engine to help retailers:

Deliver faster to your customers Decrease shipping costs

Route orders to the location
closest to the customer for

By fulfilling and shipping from the
location closest to your customer,

fulfillment and shipping. This N) the delivery costs to your
minimizes shipping distance operations are reduced because
thus getting orders to your Lower your the distance is minimized.

customers faster.

carbon footprint

By fulfilling and shipping orders from the
store closest to the customer, the last mile
is shortened. While that means quicker
and cheaper delivery, it also means
0 less distance for the order to travel Q
resulting in lower emissions and less
congestion on the roads.

Reduce stockouts Enable click-and-collect

Hot item? Find the location
in your network that has the

Click-and-collect, curbside pickup,
buy online, pickup in-store,

inventory to fulfill and ship whatever you call it, this delivery
from this location. No more feature is enabled by order
disappointed customers. routing. It sends the order to the store

selected by the customer, to be fulfilled on-
site and then picked up.
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https://www.tecsys.com/blog/2021/06/what-does-ship-from-store-mean-and-7-reasons-you-need-it/
https://infohub.tecsys.com/hubfs/Infographics/Retail-Inventory-Visibility.pdf

2. Retail Order Routing

Core Features of Order Routing with Omni™ OMS

High Capacity

As order volumes grow, your OMS needs the power to handle the additional
load. Tecsys’ Omni™ OMS engine gives you the power to handle complex
routing permutations and lets you optimize the routing to your specific
business built on the Microsoft Azure™ platform. Tecsys' SaaS-native OMS is
built for scalability, that means you can rest assured that as a tried and true
engine, it can handle extreme variability and effectively manage peak order
volumes.

Inventory Balancing

Tecsys’ Omni™ OMS routing engine enables fulfillment locations shifting to
boost inventory movement at different locations, prioritizing locations with
overstock. Order routing helps you balance inventory levels across stock
locations and lets you optimize fulfillment to lower shipping costs. Reduce
slow moving SKUs and boost inventory turnover across sites.

Shipment Minimization

Delivery costs are at an all-time high, which is why Tecsys’ Omni™ OMS works
to keep orders together whenever possible. The system fulfills from the
location most likely to provide a single shipment. Conversely, you can turn off
this rule when speed is the priority. As business conditions change, shipment
minimization dynamically adjusts to your needs.

Key Functionality

Intelligent order routing rules.

Layered priority conditions.

Unlimited rule building.

Intuitive user interface.

Real-time order reassignment
(automatic or manual).

Shipment minimization.

No programming required.
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3. Order Consolidation

Retail Order Consolidation

The Challenge

You've embraced omnichannel retail and expanded your
fulfillment network. All inventory locations are ready to fulfill
orders, including stores and distribution centers. But now
there's a new challenge: some multi-item orders are resulting in
multiple package shipments to customers. This is problematic
from both the customer and business standpoint.

First, multiple shipments have the potential to frustrate customers
— more packaging to deal with, more times answering the door
and more chances for shipments to get stolen. Then, there is

the harmful environmental impact as a result of the additional
packaging (usually plastic) and emissions from delivery vehicles.
Plus, your business margins are also negatively impacted by the
additional cost associated with multiple shipments.

As courier companies deal with capacity issues and increased
delivery costs’, retailers need to find ways to reduce the number of
shipments delivered to customers or end up in a losing proposition
when it comes to e-commerce sales.

Delivery Costs
Packaging Costs

Carbon Footprint

SPLIT ORDERS’

Thttps://www.cnn.com/2021/09/20/business/fedex-shipping-price-increase/index.html

Customer Satisfaction

————————

Brand Perception

2https://www.supplychaindive.com/news/kohls-shipping-costs-inventory-split-shipments/583728/
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Kohl's profitability took a hit
from shipping costs in the
second quarter of 2020. CFO
Jill Timm attributed 275 basis

points of margin loss to extra

shipping costs. "This was due
primarily to the increased split
shipments during the period,
as we work down inventory in

stores,' Timm said.
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3. Order Consolidation

The Solution

This is where retail order consolidation comes into play.

Order consolidation is an advanced order management system (OMS) functionality which routes items that are situated
in multiple locations (i.e., fulfillment nodes) to a central point — the store closest to the customer or store with the most

merchandise — to be consolidated into one package. The package is then either shipped to the customer or the customer
is notified that his/her order is ready for pick up. With order consolidation, retailers get the best of both worlds: access to
inventory across the network while reducing split shipments and last mile costs.
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DC 3PL Store 1 Store 2 3PL Store 1
d4ER% J4ELS
L
[

1
1
1
1
)
\}
L}
1
\ 1
1
1
)
\}
)
1
1

L CEETT

~

.
&
.

'L

(-

Customer

Customer

0 © Tecsys Inc. All Rights Reserved.

't tecsys



3. Order Consolidation

The Outcome

Increased Customer
Satisfaction

Customer experience is at

the center of omnichannel
commerce. Order consolidation
can ensure that customers
receive 100% of the items

they ordered as quickly and
cost-effectively as possible,
while keeping the number of
shipments to a minimum.

Lower Carbon
Footprint

Additional shipments equate

to extra product packaging and
transportation — packaging
that ends up in the wastebasket
and transportation emissions
that go into the atmosphere. If
your brand is moving towards
sustainability, reducing

packages and shipments is a
great place to start.

Cost Savings

Order consolidation enables
retailers to reduce the number
of shipments per order,

thereby providing substantial
cost savings associated with
packing orders, packaging and
last mile delivery. With last
mile costs comprising more
than half of total shipping cost®
and continuing to rise, reducing
the number of shipments has

a direct impact on a retailer’s
bottom line.

®https://www.businessinsider.com/last-mile-delivery-shipping-explained
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4. Returns Management

Retail Returns Management
The Challenge

As e-commerce continues to grow as a percentage of total retail sales,
retailers will increasingly be faced with the challenge of managing
e-commerce returns. While any type of product return is not ideal,
store-bought items that are then store-returned do not typically cost
aretailer additional product margin (let’s exclude the labor cost of
having associates at a return counter).

When it comes to online sales, however, returns can easily eat up any margin
made on that order. The reason being that whatever margin remains (after
the initial fulfillment and shipping costs are taken into account) is eaten up
by the cost of shipping the item back and restocking it. In some cases, this . .
can result in retailers losing money on orders. When it comes to online
sales, returns can easily
Shoppers being shoppers will continue to buy multiple sizes to see what fits .
best or just decide to change their minds about what they bought. While it is eat up any margin made
difficult to stop returns from happening, retailers can find ways to mitigate on the order.
risks and costs associated with product returns with the use of the right

technology.

Breakdown of 2021 Returns Statistics from NRF'
16.6%

|
|
|
: 2021U.S.
E ‘ I Retail Returns Your Order nzx00025
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|
| |

2027 U.S. Retail Sales | 20.8% 2 1 8 Returns from
' V9070 P& | QLD online puchases
|

https://nrf.com/media-center/press-releases/retail-returns-increased-761-billion-2021-result-overall-sales-growth
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4. Returns Management

The Solution

To successfully compete in an omnichannel environment, retailers must invest in an order management system
(OMS) with advanced returns management functionality.

= r a
© &
Returns fraud Decrease Restocking/ Inventory
i ing ti : visibility of
reduction processing time reshelving

items that were
10.6% of online returns returned
are fraudulent’

'https://nrf.com/media-center/press-releases/retail-returns-increased-761-billion-2021-result-overall-sales-growth

A centralized system of record (OMS) enables associates with the ability
to review customer records for a historical view of returns abuse. It also
helps associates process customer returns more quickly by not requiring
receipts.

Returns management functionality lets individual stores or the client service
desk track and reinventory returned items deemed to be in good resalable
condition. In this case, a return is added to the retailer's inventory as soon
as the transaction is completed with the customer.

Real-time processing means the returned item can be reshelved
immediately for resale. Quick reshelving of items in good condition means
less need to discount, improving the chance of reselling the merchandise.
Fast inventory system updates also allow other store associates and online
shoppers to locate the returned item for repurchase.

Your Order #123000123

Return

Order delivered 23 January
Eligible for return through 22 February

PRINT RETURN LABEL

Effective returns processing

results in increased sales

potential, faster turnover, less
pressure to discount products

ai B

and improved margins.
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4. Returns Management

The Outcome

Favorable Returns Speed
Returns Policy Monitoring Your Resale
Make it as easy as possible Track your returns to find With supply chain disruptions
for the consumer. A positive opportunities to improve and and product availability crunches,
returns experience results in reduce fraud. retailers need to leverage every
returning customers and new piece of inventory they have.
sales +  Report on returns abuse
(chronic returners). +  Monitor speed to reshelving
+  Accept in-store returns (for . Track high-value returns. merchandise.
online sales). . Make category reports. +  Update returns inventory in
+  Let customers return real time.
without receipts. - Give customers inventory
«  Allow for the refund before visibility (including freshly
the item is received. returned items).
Increased Enhance Prevent
Customer Risk Lost
Satisfaction Management Revenue

Buy Online, Return In-Store (BORIS)

Whether you call it buy online, return in-store (BORIS) or cross-
channel returns, the concept is the same: items purchased
online and shipped to the customer can be returned in-store.

BORIS has a two-fold positive impact on a retailer’s profitability. It
enables retailers to save on the additional shipping fees incurred by
sending a return back through a courier. It also supports additional
sales by getting a customer into a store to do further shopping.

When possible, retailers should promote and incentivize BORIS over
shipping returned items back.
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Tecsys Omni™ OMS

Order Fulfillment Is Everything

That's where the power of an Order Management System (OMS) comes into play.

The Wiring Tecsys’ cloud-native Saas Omni™ OMS is the central nervous
for Your Retail system that powers e-commerce and omnichannel retail.
FUIﬁ"ment It controls the movement of order data and goods between virtual and physical
ecosystems, ensuring that both information and product are delivered to the right
Network place and at the right time accurately, efficiently and cost-effectively.
o (o]
DISTRIBUTED CUSTOMER
ORDER MANAGEMENT
MANAGEMENT
) 1 o
(o] STORE
INVENTORY FULFILLMENT
VISIBILITY )

@ © Tecsys Inc. All Rights Reserved. ? tecsys



5. Tecsys’ Omni™ OMS

Time to Value

With advanced features and functionality out of the box, Omni™ OMS is designed to seamlessly integrate with your
existing technology stack and be up and running quickly, with minimal impact to your operation.

Developed for configurability — not customization — the system allows for feature enhancements and
modifications to be done by your in-house IT team, quickly and efficiently

A Scalable Order Management
System Designed for Fulfillment

Deployed as a standalone system or part of Tecsys’ Omni™ Retail solutions for end-to-end retail fulfillment, Omni™
OMS breathes new life into your omnichannel or multi-node order fulfillment infrastructure.

>

Micro-fulfillment Transportation Management

[ CONCLUSION ]

i\\

Scale Your Fulfillment and Sales Channels ||

The future of e-commerce is shaping up to be a complex agglomeration of multiple online channels. Customers
will have more shopping options than ever that go beyond a retail website, with social commerce, marketplaces
and deals sites as prime examples.

To be where your customers are requires an agile infrastructure. This means an order management system that
can pivot with your business requirements and not one that ties you down.

Omni™ OMS scales with both your front-end sales and back-end fulfillment channels as your business grows and
evolves with the marketplace.

Speak to a Retail Supply Chain Expert -



https://infohub.tecsys.com/omnichannel-capabilities-support

About Tecsys

Since our founding in 1983, so much has changed
in supply chain technology. But one thing has
remained consistent across industries, geographies
and decades — by transforming their supply chains,
good organizations can become great.

Our solutions and services create clarity from operational
complexity with end-to-end supply chain visibility. Our customers
reduce operating costs, improve customer service and uncover
optimization opportunities.

We believe that visionary organizations should have the

opportunity to thrive. And they should not have to sacrifice
their core values and principles as they grow. Our
approach to supply chain transformation enables
growing organizations to realize their aspirations.
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