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Does anyone remember when the move to a paperless warelasiseeeping through the
wholesale distribution industry? | am sure thatattetd when we were following the Total
Quality Management gurus of the 80s, and then was punctuaiad the technology-driven
90s. Here we are at the end of the first decade i2itheentury and distributors are still
churning out paper like their lives depended on it. This the'tworst news for my friends in the
paper distribution industry, but it sure puts a burr inst#dle of the conservation movement.

Having spent a vast majority of my career in and aroundldision warehouses, | realize that
many of our processes still require a significant amotiptinted confirmation. Whether we are
printing pick tickets, receiving documents or packing slips,ned for tangible proof of a
transaction is still culturally ingrained in our industry.

The fact of the matter is, we like confirmations tvat can see, touch and file. Technological
confirmations, such as accepting that the number of 1/2” cagtip@ws shown on the screen of
our fancy computer screen matches the number of »%2” c@fip@nvs on our shelf, seem to make
most of us rather uncomfortable. This is especiallycds® when a customer asks to purchase a
unit quantity that is dangerously close to the amount of bovgthe computer screen says we
have on the shelf. For many of us, believing that nunsb@n act of faith we are unwilling to
engage in.

It is this historic lack of faith in electronic solutiotigt make us culturally challenged when it
comes to distribution technology. | have seen marnigede installations fail because the
organization was unable to get an acceptable level oinbingm the people most affected by the
change. Cramming a solution down employees’ throatstishe best method to gain their
confidence and enthusiasm. Buy in comes from an orgamaatulture that embraces change.
Cultural change begins with an open and respectful envirdnmen

Wholesale distribution is predominantly made up of nggtieration family owned businesses.
This type of atmosphere is often resistant to chargemployees tend to have very long tenures
with the organization and are used to doing things thetlvegyve always done things. They
may be reluctant to follow the next generation int@a wave of technology that will ultimately
make the company more efficient. Fear of being redldyeechnology — or replaced because
they can’'t adapt to it — often weighs heavy on thesevithdals. Leaders must be aware of this
possibility and deal with the situation respectfullyisihot just respect from the individual you
are trying to cultivate, but the respect of the en@t. Your actions toward a long-time
employee will influence — either in a positive or negatight — the entire employee base.
Several years ago, | withessed the poor handling ofgatlenm employee. The leader simply did
not know how to handle the situation respectfully, atichately generated resentment



throughout the entire organization. Technology projeatseasily set up the leader for this type
of trap.

| am always amazed that more distributors don’t shas& financial information with their
employees. How do we expect people to help us reduce expthsgysdon’t know where we
stand? Teaching the people who work with and for us aheutenefits of improved net profit

is one of my favorite ways to build company unity. Tgyto motivate operational employees to
perform better, when there is no real measurementaldasian exercise in frustration. What are
we so afraid of? What negative consequences coulg readpen if we showed our employees a
basic income statement for a branch location —@xcttmpany as a whole? By basic, | am
referring to these components:

» Gross sales

» Cost of goods sold

*» Gross profit

* Five or six general categories of operating expense

* Net profit.

| am often amazed at the level of fear associatdd lvait/ing our numbers fall into enemy hands.
Exactly what are they going to do with the informatiofife reason customers do business with
us — and that we enjoy a modest amount of success — hagoro with our customer service
policies than with our financials. Could your competittgare out how you do what you do
from a simple income statement? Even if you drewntegoadmap, could they duplicate your
success? | doubt it.

The key to distribution success, as with all businegbgisbility to put points on the bottom
line. Now this may border on the understatement oy¢lae, but it provides a reasonable segue
into the next part of the discussion. When you giveg¢hmtthat will ultimately determine the
success or failure of your technology endeavor acoe$etbig picture, you will begin to change
the culture. You need to share with them how thegseg solution affects net profit. And,
ultimately, how net profit affects the individual us&ihen your team can draw this correlation,
you'll get buy in.

When developing a culture of change, we need to defineotlnedlaries. There is a difference
between the leading edge and the bleeding edge. Too manyadeeszieaders push their
entities beyond the needs of the company and spend mariship To avoid going too far,
goals need to be established. Ask yourself:

* What business purpose does the investment serve?

» Will this ultimately provide better customer service?

* Higher net profit?

If we can’t define the benefit of the project or thehtaological advantage, we would be best
served to back off and rethink our strategies. Techndatpspeople are notorious for over-
selling solutions.

Conversely, don't wait for the perfect solution befooe get in the game. Take a look at the
advances in business computers. Many owners are baffli@ leydless offerings. The fear of
an investment becoming obsolete in the next six mdathes many to stay on the sidelines
waiting for the perfect solution to arrive. A friendroine draws an analogy to someone waiting



at the bus stop for an express bus. Several bussesacwhgo, but the person still waits for the
express. Ultimately, the express shows up long afeeddistination could have reached by
simply getting on an earlier bus. With technologrgually you have to hop on board. It may
not be the perfect solution, but you will be further datroad than you were when you
started.

Back in the late 80s, | was running local pick ups and delsédoiea small distribution

company. | would often stop at this little wholesaled a@ick up odd items to fulfill customer
service requests. The company was run by a pair of eldetlydos who had basically done
business the same way for 40 years. It was not uncorfonome to wait 20 to 30 minutes to
pick up an order. | would often see them out picking ordedshanding me items when | came
in. They didn’'t have a computer and everything was domeually. Orders were taken over the
phone and written down. A couple of years later, ¢rexl a curious fax from this company —
“PEOPLES SUPPLY NOW HAS A FAX!I” This was the eal@s, mind you. They were a
little late to the dance. Shortly thereafter, thmpany had to close up shop because their
competitors made it easier for customers to do busiri2gg't be the last one to get on board.

Technology is only one area where change can becomenéortable. It can occur in all
aspects of the business. Whether you are embarkinguwrfigst branch experience or simply
changing the way that vacation time is accrued, invgstur time in developing a culture of
change will pay dividends for many years to come. Gockl
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