Modernizing Pricing Strategies for the Industrial Companies:

Unleashing Profit Potential
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Buy
Side

Improvements in Procurement and
Purchasing, Special Pricing
Agreements,

Sell
Side

Improvement in sell pricing GM%
with improved customer and
product segmentation and mix

Program
Side

Maximizing Manufacturer Programs
Rebates, T&Cs, Reducing Overrides,
Eliminating profit leaks, Inventory
Management and Optimization










Identify Manual Transactions

Pareto Top overrides by Sales Dollars,
Number of Transactions, 3X Hits, Items
Sold - Create Tracking System

Create new reporting on overrides at or
below floor pricing for the sales team

Add in Override Best practices to project
plan sheet




13%
1%
[
8% 7% 7% %%

6%

8%




O

Buy-Side Improvements

Manufacturer Partnerships

Become more important to fewer people
- Manufacturers want partners who give
them confidence they can grow

Use MDF and Marketing Funds on
Growth programs

Win-Win may require moving purchases
and some line conversions to your key
manufacturer partners

Relationships still are critical in
distribution, but they matter less today.
Use data and best practices to help all
parties grow above market -
Manufacturer, Rep, and Distributor

Dorn CM Recommendations - Goals

Core SKU Model - Goals Category Leadership Category Leadership
-Develop a segmented approach based on Distribution & Control Lighting
preferred suppliers and top SKU's

Dorn CM Recommendations

@ F Core SKU Purpose-

+ Assists in Consolidating and Maximizing Spend with Strategic and Preferred Partners
+ Influences (but does not dictate) stocking behavior to Drive customer SKU selection to Higher profitability

+ Drive Inventory efficiencies by Consolidating SKUs and Increasing Turns on Remaining SKUs

Core SKU « Minimal Number of Top or High Selling SKUs that drive a significant ~ *  Sourced from preferred suppliers

Dorn Recommendations

SKU & Strategic and Preferred Supplier Purchasing Focus

-Develop a process where we examine hits and sales dollars and volume in A,B,C,D ranking
-Provide Formal Guidelines to Maximize Consistency across Product Categories

-Focus limited purchasing team time on SKUs and Products that matter

Dorn SKU Definition M

Purchasing, Pricing and Supplier
Management
Best Practices
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Executive
Sponsor

Business knowledge, coaching &
removing barriers

Finance Leadership

Work closely with CFO and FP&A team to maximize
rebate $ and T&C improvement

Category Management

SBA management, tracking and reporting, Maximize
T&C's, SKU Management

Supplier Workbench &
Process

Create process flow with supplier scorecards, Strategic
and Preferred Supplier communication program
external and internal




1. 2. 3. 4, S.

How to maintain How to maintain How to How to How to maintain

record-high unit volume prevent lowering maintain rebate cash flow and
profits? sales? prices? dollars? operating capital?




Buy, Sell, & Data DIST > MFG > REP

Program Side + Partner
Processes Process in New Ways
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John Gunderson

Website
DornGroup.com

Email
john.gunderson@dorngroup.com

Phone
(714) 474-1340
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