








INTRODUCTION

A Message

Other important strategies such as improving inventory turnover and managing receivables more
effectively are skillfully discussed.

Chapter 5 lays out a compelling case for why cash flow is as critical to survival as profitability.
Readers learn that getting the invoice paid is as important as making the sale. They see how
everyday employee activity related to inventory and receivables can exert a crucial impact on
the business’s ability to stay afloat and pay its bills. The chapter then illustrates several activities
for the sales, administrative and warehouse teams to help ensure adequate cash flow. A succinct
overview of the Profit & Loss (P&L) statement and balance sheet is followed by an explanation

of 15 ratios critical to a successful wholesale distribution operation.

Chapters 6 and 7 delve into the single-most important factor that impacts profitability—pricing.
While basic concepts like supply, demand and competition are explained, the real insight is
provided in several cogent discussions of commodity items, branded items and the leverage
potential for value-added services. The impact of price cutting on profits is thoroughly dissected
and the folly of “making it up in volume”is destroyed.

Insight into the role of the sales team, the basics of marketing and the key elements of customer
service comprise Chapters 8 and 9. Readers learn that understanding the driving elements of the
customer’s business is the underpinning of superb service in business-to-business relationships.
They learn the major requirements of what contractors, MRO operations and OEM operations
want from their wholesaler-distributor. Since so much of superb customer service is driven by
attitude and interpersonal skills, 10 golden rules for superb service and the five forbidden phrases
never to say to a disgruntled customer are included.

Chapter 10 addresses the role of the distribution team, the importance of the internal customer
and how to develop strong working relationships.

Throughout the book, the theme of one knowledgeable employee working cooperatively with
others to make improvements consistently and over time is maintained.

Chapter 11 wraps up the book by proving a powerful argument of how improvements as small

as 1% can make a tremendous improvement on the bottom line. Adding one more item to a sale,
damaging one less item, or preventing one call back are just a few examples of how the efforts

of one person can make a tremendous impact on the bottom line. The book closes with a final
valuable benefit by sharing six key strategies for how employees can build their personal power
of one, improve consistently as a distribution professional and increase their contribution to their
company's success and to their own success.
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INTRODUCTION

A Message

While Essentials of Profitable Wholesale Distribution® provides an interesting and enlightening
read, just throwing the book at an employee with instructions to read and study the program
would not be the best use of this valuable tool.

Use Essentials wisely as part of an employee meeting. The short, concise chapters are perfect
for training sessions. Encourage employees to share examples of how the key concepts relate to
their jobs. Leverage the information in the book with real-world information from your own
company and industry statistics. Continue to share company and industry information with your
team. Use trade publications to illustrate key points and critical issues. Encourage employees to
keep the book within reach to be consulted when a question arises or they have to deal with a
disgruntled customer.

After several weeks, every member of the distribution team will start thinking like business
professionals and speaking the language of distribution. They will begin asking the kinds of
questions you ask and looking for and finding information that will enhance everyone's ability
to work smarter.
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We are grateful to Jim Olsztynski who revised his exceptional original manuscript and presented
his 30-year, encyclopedic knowledge of the wholesale distribution industry in a compelling and
engaging style.

\") Essentials of Profitable Wholesale Distribution




INTRODUCTION

Essentials of Profitable Wholesale Distribution

We work in a fascinating industry! The wholesale distribution industry generates about $5 trillion
in sales every year. Itis a very competitive and exciting industry, and running a successful
company requires cooperative efforts from knowledgeable and motivated employees.

The book you are about to read will provide you with a basic understanding of how the wholesale
distribution business works. You will learn the basics of our industry’s economics, customer
service, sales and marketing. Most importantly, you will see how you, as an individual, can make
a tremendous impact on the health of the business and the contribution of your job.

This book is divided into 11 chapters, each with instructional text and a review quiz that you
correct yourself, using the answer key provided at the end of each chapter. A glossary of common
wholesale distribution terms is included so you can easily look up any unfamiliar term. A final,
comprehensive self-test review is also included in the back of the book.

Tips for easier studying

1. Read the learning objectives.

At the beginning of each chapter, you will find learning objectives. They tell you what you
should know when you complete the chapter. Go back after you read each chapter and see if
you have accomplished these objectives. If not, re-read the chapter.

2. Search for important ideas.

Use a highlight marker or a pen to highlight or underline the most important points as you
read. Think about how each idea relates to the rest of the chapter. Write notes in the margins
about points you don’t understand or about how the material you read applies to your own
company.

3. Ask questions.

Ask your supervisor or mentor about any points you do not understand. Especially ask people
in the company how what you learn applies to your own company.
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4. Get personally involved.
Use a calculator to play with the numbers and formulas on the basics of distributor finance in
the chapters. See how changing one number can affect other numbers and the “bottom line,”
which is the profit.

5. Pace yourself while you study.

Don't try to complete the book in too short a time. You will remember what you learn more
effectively if you make sure you understand each chapter thoroughly before moving on to the
next. This is especially true for the financial chapters on profitability and pricing.

6. Develop your skills.
This book is just one step in developing your professional knowledge and career skills. Read
industry trade journals, study the manufacturers’ literature and listen to company and industry
experts. Visit the NAW Web site at www.naw.org to find out about other learning opportunities
to advance your career.

Good luck. Good learning. Have fun.
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