Table of Contents

Acknowledgments ............ccocceiiiiiiiiiiiiiiiii e v
About the AUtNOT.........coooiiiiiiiiiiiiiieeee e ix
Introduction............ccocoiiiiiiiii 1
Sales Management......ccococvviiviiieiniiieeiiieceeee e 2
Credit Management ..........cccocciiiiniiiiiiniiiniiiiceeeee s 3
Chapter 1: Profit Realities in Distribution................................ 7
Empirical Information Is Most Reliable............cccccocuveniniinnnnen. 8
Current Profit Performance ..........c.ccccoeeviiiiniiiiiniieeinciineenas 9
A Return-on-Investment FOCUS...........uvviiiiiiiiiiinii. 13
Structure of this BOOK ......cccuviiiiiiiiiiiiiiiiiiiceceee, 18
Concluding ODbservations ........cccceeeeveeeeeeeriniiiieeeeeeneeneeee. 19
Profit Realities from Chapter 1.......ccceccveiriiiriiniiecinieeeennns 20
Chapter 2: The Historical Pattern...............ccccceevvvvinieeeeinnnnn. 21
The Long-Term Profit Trend .........ccccoevviiiiiiiiiinnniiiieeeeees 22
The Role of the Profit Drivers........c.ccccccovvviiiiniiiiiniiinnnnne. 28
Concluding ODbservations ........ccccoeeeviiiiiiiiniiiniceeiiininnneee. 29
Profit Realities from Chapter 2.........cccccceeeeiviiiiieeeeinniiieeen. 30
Chapter 3: Building a Strategic Profit Base ...............c............ 31
How Do They Do That? .........ccoeeiiiiiieiiiiiiiieeeeeeeeeee, 34
Four Strategic Profit Drivers: Minimizing
Direct COmMPEetition ..........eeeeeeeiiieieiiiiiiiiiiiieeeeiiiiiiiiieieeennnn. 35
What Doesn’t Drive Profitability at the
Line-of-Trade Level......c.cccccovviiiiiiiiiiiiniiieceeeece 41
Bridging the Gap between Strategy and Operations............ 43
Concluding ODbservations ........ccccceevvviiiiiiiiniiiicciiinnnnne. 48

Profit Realities from Chapter 3........cccccceeeiiniiiiieeieeninnieen. 49



Chapter 4: Investment Realities............c...ccccceivnnnnniinnnn, 51

Inventory Investment ..............eeeveviiiiiiiiieeieiiiieieeeeeeeeeeeeeeeenn 52
Misunderstanding Inventory Costs ........cccccceevvvvneeeeeeernnnnnns 54
Accounts Receivable Investment .......cccccccceeveieeenniiccennnenen. 59
Concluding ODbservations .........cccceeveevveeeeeeeiniiiieeeeeenneneeee. 63
Profit Realities from Chapter 4 ........cccoccceeiriiieiiniieenniieeennns 64
Chapter 5: The Impact of Sales........ccccoooeiiiiiiiiiiineeiinnn, 65
The Profit Impact of Sales Volume..........cc.cccovviveiinnincennnee 65
The Challenges with Sales Volume...........ccccccevvvniieeeeennnnnnns 68
Concluding ODbsServations ........cccceeeevviiiiiiiininniiceeeinnnnnnee. 81
Profit Realities from Chapter S........ccccccceeeiiniiiiiieeeieniiiieeen. 82
Chapter 6: The Role of Gross Margin ..........cccccoeevvuviieeeernnnnnne 83
The Profit Impact of Gross Margin..........ccccceeeeveieeeeeeeennnnnne 84
The Challenges with Gross Margin ...........ccccoeveviiiieiinnnnnnns 85
GMROI: Good Intentions GONe AWIY.......coocevveeeeeeeencnneeeen. 98
Concluding ODbservations ......ccccceeeevveiieeiiniiiieceeeinicnnneeee. 103
Profit Realities from Chapter 6..........cccceeeevviiiieeeeennnnnneeen. 104
Chapter 7: Expense Control ..................ccociininnn 105
The Profit Impact of EXPenses........ccccceveeiieereeernnnineeeeeenn. 106
The Challenges with Expense Control..............cceciiinnnn 107
Concluding ODbservations .........cceeeeevveeeeeeernniiiieeeeeenneeeeeen. 118
Profit Realities from Chapter 7 .........cccccceeivvviiieeeeiiniennneee. 118
Chapter 8: Developing a Realistic Plan............cccccccceeeeennnn. 119
Setting Profit Priorities........ccccccivviiiiiiiiiiiininiiiineee, 119
Managing with a Plan..........cccoieeiiiiniiiiiiiiceecees 122
Concluding Observations .......ccccceeeeveeeeeeeinninniieeeeeenenneee. 127
Profit Realities from Chapter 8........cccoccceirriiviiiniiceencnenen. 127
Appendix A: The Research Methodology .........ccccccceeevvennnnneen. 129
Appendix B: Ratio Definitions......ccceeevveeeeeeiiniiiiiccciinninnneeen. 133

Appendix C: Calculation of the Impact of Changes
in Critical Profit Variables..........ccccccoeevviiiiiiinnnniiiceinnnnns 135





