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The Definitive Guide to
Distribution Management

What is distribution management?

Distribution management is the coordination and supervision of the distribution of goods.
It includes planning and implementing transportation and storage from their origin to
their points of consumption. It also includes the management of core operations and data
associated with these processes.

Why is warehouse distribution important?

Warehouse management for 3PLs

An effective distribution management strategy is critical to a distributor’s operations. It defines
the success and profitability of a business and determines the quality of service an organization
provides to its customers. If the distribution cycle is not managed well, it will directly affect the
bottom line. All touchpoints will suffer; starting with lack of data visibility to make informed
decisions, inaccuracies at the purchasing and procurement level, poor pricing and lowered
margins, delayed or inaccurate delivery of products, and unhappy customers resulting in an
inability to remain competitive and grow.

What are the main distribution management
channels?

The main distribution management channels include wholesalers, retailers, distributors and
e-commerce operators. Here is a closer look at how distribution management functions within
each of these channels.
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What is a wholesaler?

A wholesaler is a company or individual that sources and purchases products in large quantities from manufacturers
and vendors and then sells them to other businesses such as retailers.

What is a retailer?

A retailer is a company or an individual that purchases products or services from multiple suppliers and then sells
them to the public in individual or small quantities for use. Retailers typically source their goods from manufacturers
and/or wholesalers.

What is a distributor?

Distributors buy products from manufacturers and sell them to retailers. Distributors often specialize in certain
products. They leverage industry relationships and economies of scale to optimize pricing and shipping. Distributors,
therefore, provide a valuable service to manufacturers and retailers.

What is an e-commerce operator?

An e-commerce operator is a person who directly or indirectly owns, operates or manages a digital platform for
electronic commerce, to sell products online to either businesses, individual consumers, or both. Their goal is to
provide a global and anytime/anywhere platform and reach maximum customers to increase profitability of the
business.

What are the objectives of distribution management?

There are three objectives or “pillars” of distribution management distributors must strive to accomplish: core
operations and data management, business process automation and improved business outcomes.

Core operations and data management

The first objective of distribution management is to manage the cycle from procurement to sale and have visibility
into the core operational data. This data includes inventory levels, customer orders, vendor orders, sales data,
financial data and more. Distribution management systems are used to provide visibility into all these aspects of an
organization.

Business process automation

The second objective of distribution management is to automate distribution processes. This automation can
include tasks such as ordering inventory from vendors, generating customer invoices and processing customer
payments. Digital transformation provides the ability to automate their processes through a centralized platform for
all distribution operations.

Improved business outcomes

Ultimately, distributors must hit specific KPIs that represent improved business outcomes. This can be
accomplished by reducing costs, improving customer satisfaction and increasing revenues. A distribution
management system can help businesses achieve these improved outcomes by helping them to deliver on their
defined KPlIs.
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What activities occur during distribution management?

In order to accomplish distribution management objectives, it's important to have a holistic view of the business.
Access to real-time data in demand planning, enhanced inventory management and financial management are all
key activities that improve decision-making and lead to better business outcomes. Here is a closer look at what's
possible in these three areas.

Demand planning

Demand planning is the process of estimating the demand for various products in their respective markets with the
hopes of maximizing return on investment and minimizing excess inventory. Demand planners can increase forecast
accuracy, reducing wasted time and money and optimizing inventory availability. Staff can also develop what-if
scenarios to evaluate the impact of changes in distribution operations.

To maximize the benefits of demand planning, you must establish a formalized cross-functional process within your
organization. Find out the eight simple steps to help you get started on your journey. GET INFOGRAPHIC

Inventory management

Inventory management is the process of tracking inventory starting from manufacturers to warehouses and to point
of sale. It's a balancing act that requires constant visibility into a company’s entire product portfolio — not simply
what's in stock. Distribution management systems are designed to provide inventory managers with data to optimize
inventory levels, reduce their inventory costs and improve order cycle times.

If you are on the journey of trying to achieve operational greatness in your supply chain, find out what the three
essential ingredients are that you need to have to succeed. READ NOW

Financial management

Financial management is the process of managing, organizing, forecasting and controlling the financial activities
of the business. Modern CFOs and VPs are looking to do more than simply monitor business performance. Using
distribution management systems, they can leverage evidence-based information and analytics to make calculated
business decisions, stay compliant, have a pulse on their financials anytime, anywhere, and increase profitability.

Discover the top three financial metrics that supply chain leaders need to drive distribution success. READ NOW

Download this e-book to find out how to maximize the benefits of demand planning — lower acquisition costs,
lower carrying costs, less money invested in inventory, higher customer service levels — and reap the rewards.
GET E-BOOK
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Factors that influence distribution management

Optimizing one’s systems and processes represents only one dimension of distribution management. Macro
factors including the growth of both B2B and B2C e-commerce, the globalization of supply chains and the rise of
omnichannel distribution present challenges and opportunities for modern distribution as well.

B2B and B2C e-commerce

Shift in consumer behavior and the rapid growth of digital commerce in both B2B and B2C is reshaping distribution.
Consumers want anytime, anywhere access and e-commerce opens up endless channels for distributors and
retailers to sell their products. Modern distribution management systems provide a bridge between all the
touchpoints to help distributors provide a seamless customer experience across multiple channels.

Globalization of supply chains

Expanding operations into new markets can lead to increased complexity in the distribution process. Sourcing from
foreign markets themselves can also lead to new challenges, such as communication barriers, financial or reporting
differences, and keeping up with government regulations. A distribution management system that is built for global
distribution operations can provide the necessary data and processes to effectively manage these complexities.

Omnichannel distribution

For distributors, omnichannel distribution is characterized by the need to provide a consistent customer experience
across all channels while managing inventory as a single pool. An end-to-end distribution management platform can
help businesses achieve real-time inventory visibility and seamless order orchestration across all channels.

Use this checklist to help you figure out if you're adding good complexity to enhance your supply chain rather than
simply making it complicated. GET CHECKLIST

Distribution management challenges

Distributors are plagued by margin erosion due to errors and inefficiencies — internally and in their extended supply
chains. Challenges arise that push them to improve order cycle times while reducing inventory costs, rather than
simply compete based on price alone. Here is a closer look at distribution management challenges most common to
distributors today.

Inventory management

Oftentimes, distribution is complex due to the need to manage inventory across multiple locations. This complexity
can lead to errors and inefficiencies that erode margins.

Order cycle time

The distribution process is often bogged down by manual processes and errors. This can lead to longer order
cycle times, which can be a major frustration for customers. A distribution management system can automate and
streamline the distribution process, leading to shorter order cycle times and happier customers.

Transportation management

The distribution process often involves multiple transportation carriers, each with its own rules and requirements.
This can lead to errors and inefficiencies in the distribution process. A distribution management system can provide
the necessary data visibility and control to manage transportation carriers, leading to a more efficient distribution
process.
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Customer expectations

Customer expectations are becoming more demanding and complex. Distributors are under pressure to take
customer service to a new level of sophistication. A distribution management system has functionality to help
distributors make the right procurement decisions, improve pricing, and fulfill the order accurately leading to
improved satisfaction and loyalty.

Download this e-book about the exciting opportunities in new warehouse, distribution and sales models for
distributors of consumer products. GET E-BOOK

Distribution management strategies

Modern distributors have arrived at a point where manual processes and “quilted,” strung-together solutions
no longer meet customer and market demands. Growing and scaling within modern supply chains requires a
modernized distribution management approach to become a backbone of distributors’ operations.

Transforming a supply chain into a true “value chain” requires modern distribution management software that

can align with demand-driven strategies and enable team members to focus on value-adding tasks. End-to-end
distribution management platforms provide the comprehensive capabilities needed to digitize and automate
distribution center processes across all channels to meet these requirements. Touching upon every facet of the
organization, a distribution management system pulls data together to provide a holistic view of the operations and
health of the business.

What are the types of distribution management software?

There are different types of systems for distribution management, each with unique capabilities and both physical
and digital requirements. Here is a closer look at the most common distribution management systems today.

Standalone ERP systems

A standalone enterprise resource planning (ERP) system is a software application that helps businesses manage
and automate their core distribution operations. Standalone ERP systems are often simple to implement, but they do
not offer the comprehensive capabilities of an end-to-end distribution management platform.

ERP modules for distribution management

ERP modules for distribution management are software applications that extend the capabilities of an existing
system. Many businesses choose to implement ERP modules for distribution management because they are already
using a legacy or other system for other business operations. But these solutions can be complex to implement and
often lack the comprehensive distribution capabilities of an end-to-end distribution ERP platform.

End-to-end distribution management platforms

End-to-end distribution management platforms provide a comprehensive solution for visualizing and managing

the entire distribution process. These solutions are designed specifically for distribution organizations and offer a
complete set of capabilities for managing distribution operations with the ability to add on more integrated systems
as they scale and grow.
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Composable ERPs

‘Composable ERPs’ are an emerging trend offered by leading software providers. This means the ERP has been
entirely broken apart to allow distributors the option of activating modules within the system as needed. It reduces
risk for the distributor, speeds up implementation time and provides a faster return on investment. It also allows
distributors to quickly integrate the pillars they need to their current technology stack. The idea of composability is
still in its infancy stage, and in 2022, analysts report that only 6% of software providers offer composable platforms
today.

What is distribution ERP software?

Distribution ERP, or distribution enterprise resource planning software, helps businesses manage and automate their
core distribution operations. Distribution ERP systems are designed specifically for distribution organizations and
offer a complete set of capabilities for managing distribution operations.

Today, nearly 80% of organizations that have implemented an ERP solution have plans to replace or upgrade
their current solution, Gartner reports.” Distributors in particular need more modern distribution ERP
systems to manage their core operations and data, as well as enable portals for their vendors, customers and
sales partners to maximize efficiency. Traditional ERP systems are not designed specifically for distribution
organizations and lack the comprehensive distribution capabilities of an end-to-end distribution ERP
platform.

“Gartner, “Tool Business Capabilities Model for ERR” May 2022.

Why do you need distribution ERP software?

For distributors, an end-to-end ERP solution is an invaluable business resource. It gives them visibility into every facet
of their operations so they can make better decisions, turn around customer requests more quickly and stay ahead
of their competitors.

ERP is key to providing visibility and meeting business objectives, such as growing and scaling capabilities,
identifying problem areas and profit opportunities, optimizing processes in real-time and enabling practical access to
data to improve real-time decisions.

Download this e-book to find out what essential functionalities and capabilities you need from your distribution ERP
software to run your operations and drive your business forward. GET E-BOOK
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Benefits of distribution management

There are competitive advantages to end-to-end distribution management, especially when utilizing a leading
distribution ERP software. Additionally, these benefits can help businesses make better use of data and analytics to
improve decision-making.

Gain end-to-end visibility

With distribution ERP, businesses can manage the full distribution process from a single platform. This end-to-end
view gives distributors increased visibility into their operations and data, allowing them to optimize their processes
and improve outcomes.

Achieve real-time financial reporting

End-to-end distribution ERP platforms provide accurate, real-time financial reporting. Real-time, accurate
reporting exceeds the capabilities of traditional ERP systems, which can only provide a snapshot view of financial
performance.

Improve decision-making

Data is the foundation of evidence-based decision-making. Distribution ERP provides a single source of truth for all
data, allowing businesses to make informed decisions that improve business outcomes.

Increase efficiency

By automating manual processes and providing visibility into every stage of the distribution process, distribution ERP
systems help to increase efficiency and optimize operations. Leading distribution ERP systems include a scalable
transactional engine that supports all cross-functional activities, boosting efficiency across all operations.

Improve accuracy

Automated processes enabled by distribution ERP result in fewer errors. These systems help to improve order
accuracy by automating manual processes and providing real-time visibility into inventory levels.

Reduce costs

Distribution ERP systems can help to reduce costs by providing insights into all operations. Since end-to-end
platforms allow distributors to scale capabilities over time as needed, these capabilities can cover the entire
distribution spectrum, including integrated financials and enterprise reporting.

Improve customer satisfaction

Distribution ERP systems can help to improve customer satisfaction by improving supply chain visibility, allowing for
better planning and coordination of shipments. Greater visibility results in fewer delays and disruptions, and more
instances where customers receive their orders on time.
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Which companies should buy distribution ERP software?

Enterprise and global distributors are not the only types of companies that can benefit from distribution ERP
solutions. Any distribution company that is looking to improve efficiency and optimize its operations can benefit
from a distribution ERP system.

Small and mid-sized distributors are often the biggest beneficiaries of distribution ERP software because they lack
the resources of larger enterprises. They also may have more complex distribution processes and can benefit greatly
from the increased visibility and control that a distribution ERP system provides.

Meanwhile, large distributors may have multiple global divisions, each of which operates independently. With
adaptable distribution ERP software, these divisions do not have to conform their processes to fit the software;
rather, the software can be adapted to fit their individual processes. This allows each division to meet its needs while
still benefiting from the centralized management of a distribution ERP system.

Access this on-demand webinar with Gartner’s Supply Chain Analyst, Joanne Joliet, and SupplyChainBrain’'s Editor-
in-Chief, Bob Bowman, as they bring clarity on the impact digital supply chain transformation will bring to your
organization. WATCH NOW

Key features of distribution ERP software

A modern distribution ERP provides the functionality necessary to meet the challenges of today’s supply chain
ecosystem. Here are three key features of modern distribution ERP software beyond demand planning, inventory
management and financial management as mentioned above.

Supply planning

In a global supply chain full of disruptions, distributors and buyers need intelligent, easy-to-use planning tools that
help them meet existing and future inventory requirements while keeping costs down. Distribution ERP software
supports supply planning so that distributors can optimize their distribution networks and make the best, most cost-
effective use of their inventory.

Procurement

Procurement professionals need to spend less time tracking, expediting and matching receipts and purchase orders
to gain and sustain a competitive advantage. End-to-end platforms for distribution management help procurement
teams spend more time evaluating new supply sources or reevaluating existing ones, ensuring the best possible
outcomes in their sourcing efforts.

Order management

Leading ERP software features a modern order management system that functions as a hub: a centralized
repository of all orders, no matter their source. Its order management functions automate the fulfillment of order
lines independently, based on business rules.

Sales management

Distribution ERP software features sophisticated analytics and robust pricing functionality, helping distributors’ Sales
teams achieve and maintain the right prices in today’s volatile marketplaces. Teams can spend less time on manual
reporting and focus more on additional revenue opportunities as well.
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Integrated CRM

A fully integrated customer relationship management (CRM) provides Sales team members with the modern tools
they need most. These include mobile, easy-to-use, 360-degree views of their customers, organized in a way that
optimizes their time.

Reverse logistics

Distributors enjoy an efficient, fully integrated returns process designed to increase customer satisfaction. End-to-
end distribution ERP software manages the entire process from return authorization to repair and replacement.

Find out why it might be time to find a modern distribution ERP system to meet your needs in today's world.
GET INFOGRAPHIC

Distribution ERP software trends

The distribution ERP software market is growing rapidly, and new features and functionality are being added to these
systems all the time. Here are some of the latest trends in distribution ERP.

Cloud-native distribution ERP

Cloud systems are becoming more popular, as they offer greater flexibility and scalability than on-premises systems.

Security

The need to protect and continuously manage data security is quickly becoming a top priority for distributors looking
to resolve issues before it impacts the business.

Mobile apps

Mobile distribution ERP apps are becoming more common, as they allow users to access data and perform tasks
from anywhere, at any time.

Predictive analytics

Modern end-to-end platforms include predictive analytics functionality to help distributors forecast demand and plan
for future needs.

Download this e-book to learn more about how introducing innovative technologies can present ample
opportunities for your supply chain platform to evolve. GET E-BOOK
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How to choose a distribution management system

When choosing a distribution management system, it is important to consider your specific needs and business
goals. Here are five differentiating factors to keep in mind.

Order processing

With traditional distribution management platforms, there are fixed processes for all types of order processing.
With an end-to-end platform, distributors can manage orders in the most appropriate ways for their business. For
example, manual orders can be processed one way and electronically integrated orders can be processed via a
different workflow.

Integration agility

Traditional ERPs require that distributors manually integrate CRM, product information management (PIM) and other
specialized solutions via manual coding. Modern distribution ERPs provide an open connection to easily integrate
with specialized, best-of-breed solutions.

Financial performance

Traditional distribution management systems require that distributors use these systems’ built-in financials. But with
modern, end-to-end platforms, distributors can choose to omit the built-in financials and use best-of-breed solutions
that meet their specific needs instead.

Business intelligence

Traditional distribution management systems provide access to only basic reporting features. Modern distribution
ERP systems provide access to baseline distribution analytics with best-practice key indicators, predefined to
support distributors’ own preferred business intelligence (BI) solutions.

Maintenance

Any maintenance changes or updates to traditional distribution management systems require expensive manual
code-based modifications. With modern distribution management systems, there are no-code or low-code
extensions that allow distributors to build innovative workflows without losing the upgrade path.

Access this interview to learn more about how A.M.G. Medical utilized distribution ERP software to optimize its
digital transformation. WATCH NOW

Elite™ Distribution ERP

Tecsys' Elite™ Distribution ERP covers the entire distribution spectrum, including integrated financials and enterprise
reporting. To stay on top of things, Elite™ Distribution ERP’s scalable transactional engine supports all cross-
functional activities — anytime, anywhere — so you don’t miss a thing. It gives you visibility into every facet of your
operations so you can respond to “issues” ahead of time and make the right adjustments whenever they're needed.
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Elite™ Distribution ERP includes:
+  Demand planning

+  Supply planning

+  Procurement

+ Inventory management

+  Order management

+  Sales management

+ CRM

*  Returns

+  Financial management

Find out how Tecsys’ Elite™ Distribution software will give you visibility into every facet of your operations so you
can respond to “issues” ahead of time and make the right adjustments whenever they're needed. GET BROCHURE

Abilene Machine

Elite™ Distribution ERP enables Abilene Machine to grow sales while lowering inventory levels.

Abilene Machine is one of the largest retailers of recycled, remanufactured and new replacement parts for tractors
and combines. To keep up with year-over-year annual growth of five percent and continue to meet its customer
promise of open, honest service, Abilene Machine needed an effective method of demand planning and forecasting
that could also handle foreign-sourced parts with long lead times.

Abilene Machine implemented Tecsys' Elite™ Distribution ERP system to gain full visibility into inventory
procurement, production planning and order fulfillment processes, strengthening customer relationships and
improving internal efficiency.

With its upgraded Tecsys software now in place and running on Tecsys’ cloud infrastructure, Abilene Machine can
continue to meet customer expectations while supporting aggressive growth strategies.

The company’s adoption of just-in-time replenishment for independent and dependent demand and right-sizing of
safety thresholds has allowed them to grow sales without overinvesting in inventories.

Read Success Story
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Walter Surface Technologies

Elite™ Distribution ERP helped Walter Surface Technologies to achieve 98% same-day ship and significantly
improve order-to-cash cycle.

Walter Surface Technologies is a global leader in surface treatment technologies delivering high-performance
abrasives, tooling, power tools, chemical solutions and welding process solutions specifically designed for the metal
working industry. Walter's unique challenges encompass the full supply chain management cycle; from development
to distribution and customer services across North America, Europe and South America, to improve the purchase-to-
pay and order-to-cash cycles.

Walter selected Tecsys’ Elite™ Enterprise solutions which included Elite™ Distribution ERP, Elite™ WMS, Elite™ TMS
and Elite™ Analytics. Walter realized significant efficiencies and cost savings such as increasing fill rate to 98%,
reducing billing cycle by 24 hours, increasing warehouse labor productivity by up to 15%, and being able to do more
with less, even when they grow.

Read Success Story

Learn how to make your supply chain work for you.

SEE ALL RESOURCES
®
( Speak to a supply chain expert today e>

@ © Tecsys Inc. All Rights Reserved. ? tecsys


https://infohub.tecsys.com/hubfs/Case-Studies/TECSYS-Walter-Surface-Technologies-Case-Study.pdf?hsLang=en

https://www.tecsys.com/resources
https://infohub.tecsys.com/speak-to-an-expert

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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