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Recapturing Lost Profits in 

the Warehouse. 
 

Introduction: 

Much has been written about the potential return on investment that a warehouse 

management system can offer companies in the wholesale distribution business.  This 

includes virtually all types of distributors.  It can also include manufacturers that make 

stock and sell products.  This white paper will review the three key areas of warehouse 

activity and how money (profits) can be recaptured.  These three areas are;  

• Warehouse activities 

• Receiving activities  

• Picking/shipping activities.  
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Warehouse Activity: 

In the first part we’ll look at inventory and the many ways what your stock and sell can be 

optimized to improve your revenue. 

 Inventory Reduction 

With real-time and online data collection, inventory accuracy will be dramatically improved.  This 

allows for a reduction in "buffer" stock and provides for better use of space through reduced 

inventories. 

Let’s say your inventory value averages $5,000,000.  If you could decrease that by 5% because 

you have substantially greater inventory accuracy and your inventory carrying costs average 

20% you would save an estimated $50,000 dollars annually.  

Inventory Control   

When you have a thorough knowledge of what is in your warehouse and where it is chances are 

very good you will save money.  Driving your inventory accuracy up to 99.97% has a very 

positive effect on profits.  If your business requires lot control or serial number tracking a WMS 

can provide the ability to handle these needs and direct the warehouse staff to pick and ship the 

correct items in the correct order.  This greatly improves the integrity of your inventory and 

bolsters customer satisfaction which will have a positive impact profits 

Physical Inventory 

This activity is extremely costly to a business.  Bar coded data collected on a real-time basis will 

produce inventory accuracy up to levels of 99.97%.  Errors in writing, 'reading, and keying of 

information will be virtually eliminated.  The need to do a physical inventory is reduced and in 

many cases eliminated.  A recent example of this at a local business looked like this.  Twice a 

year at least 10 employees were instructed to do a physical inventory of the entire warehouse.  

These folks came in over the weekend spent two days counting and fixing the inventory.  This 

costs the company nearly 20,000 dollars to perform.  

Cycle counting time and costs are also reduced significantly. The elimination of keypunch and 

verification processes reduces overhead in many cases by thousands of dollars.  

Reduction of Paperwork 

The transposition to electronic data eliminates forms and paperwork procedures and as 

mentioned greatly reduces manpower needs which in turn reduces overhead costs.  Many 

companies are amazed by the cost savings in just paper and printing costs. 

Intangible Benefits 

• More efficient use of lift trucks will preclude the need to purchase additional equipment. 

• Cycle count routines will be more accurate and less time consuming 
• Improved customer service as a result of accurate, real-time data 
• Improved space utilization will allow you to use the space you have more efficiently 
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Receiving Activities 

 
In many warehouses this is where the problems begin.  Your products need to be accurately 
received and put-away or else bigger problems will occur.  If you cannot quickly and accurately 
replenish pick bin locations issues occur that cost you hard earned profits. 

 
Receiving 
 
An electronic warehouse management system uses  RF based handheld computers to provide 
instant access to open POs or other records providing real-time information to all those who 
need it.  This reduces the time it takes to receive products by 16% to 25%.  The faster you get 
the items into your inventory the faster you can sell them and ship them out.  The increased 
accuracy in the receiving area greatly improves the accuracy and integrity of the inventory.  The 
reduction in time it takes to do receiving reduces the needed manpower.  And lastly, creating an 
electronic real-time connection between the WMS and the business management system 
eliminates paperwork, the time required to upload the PO information manually and its inherent 
delays and mistakes.  This all adds up to significant savings for the company.   
 
Put-Away 
 
Now that the product has been received and we know it is in the building, the next step is 
putting it away.  With a warehouse management solution installed the put-away process is easy 
and accurate.   You can create rules within the WMS to drive the put-away process so that 
mistakes in where the items are stored are eliminated.  You have a complete view of where the 
entire inventory is at all times, where it is going and who is moving it.  With the use of RF 
enabled devices the material handler scans the item then scans the location and completes the 
process.  Fast easy and extremely accurate.  Because of the speed and accuracy in the put-
away and replenishment processes money is saved.  
 
Replenishment 
 
There are many ways a company can use to drive replenishment of pick bins in a warehouse.  A 
WMS solution must be able to handle many different replenishment scenarios.  By automating 
replenishment activity through the use of barcode scanning and bin controls provided by the 
WMS significant time is saved.  Through proper implementation of a WMS a warehouse can 
eliminate costly errors and lost time and effort associated with poor replenishment activities.  In 
addition let’s consider these points; 
 

• Electronic/RF data processing of POs will eliminate manual filing systems and the need 
to update and track orders as they are closed/fulfilled. 

• Real-time receiving will eliminate the need to keypunch and verify receipt transactions. 
• Real-time receiving will eliminate the need for any paperwork transfer to data 

processing. 
 
Intangible Benefits 
 

• Real-time visibility of goods/materials received can eliminate "stock out" situations for 
order picking or "dead time" for manufacturing. 

• Reduced floor space as a result of faster throughput. 
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• Tighter purchasing procedures through more timely visibility of vendors (early, late, 
partials, etc.) 

• RF is a critical link in "Just-in-Time" manufacturing environments; receiving to 
manufacturing work as data becomes available. 

• Automatic cross-docking for critical deliveries. 
• Ultimately greater customer satisfaction. 

 
Picking & Shipping Activity 

 
We have covered two areas where a company has the opportunity to reduce or eliminate hard 
earned profits from leaking out of their warehouse operation.  Picking and shipping are arguably 
the areas of the operation most fraught with inefficiency and mistakes,  
 
Improved Picking Productivity 
 
One of the major gains a WMS provides a warehouse is the automation of the pick process.  
Most WMS solutions provide various methods for automating and guiding pickers through the 
warehouse in a logical and efficient manner.  You have the ability to create pick paths and pick 
processes that best meet you business needs.  By doing so you greatly improve the speed and 
accuracy of the picking process and that equals savings. You eliminate "dead heading" and 
backtracking: by sequencing location picking procedures. Here is an example of the savings; 

 
• Average number of pickers in warehouse         10  
• Average # of hours/picker/year                1600 
• Average hourly rate w/burden      $18.00  
• Estimated productivity improvement                  20% (industry avg.16% to 20%) 
• Estimated saving per year       $50,400.00 

 
By Integrating the WMS to the ERP or business management software significant savings 
occur.  By creating an automated system you virtually eliminate paperwork and all the labor 
associated with it. 
 
Reduced Clerical Effort 
 
Electronic/RF data processing of SOs will eliminate manual filing systems and the need to 
update and track orders as they are closed/fulfilled.  Real-time picking and order confirmation 
will eliminate the need to keypunch and verify Sales Order transactions.  The overhead costs 
related to these processes which were once done manually are saved and the funds once used 
to pay people to do this work are returned to the bottom line.  This does not even take into 
account the elimination of data entry delay and errors that cost thousands of dollars annually.    
 
Paperwork Production 
 
Real-time picking will eliminate the need for any paperwork transfer to data processing.  The 
amount of paper and printing costs virtually goes to zero.  You become a much more 
ecologically efficient and aware organization. 
 
 
 
 



Shipping Accuracy 
 
Use of RF and scanning will reduce errors.  Errors are so costly in many ways.  Just fixing one 
error can cost hundreds of dollars.  Recently a WMS prospect said that they were already 
98.5% accurate in their outbound shipments.  
operation and sounds good till we 
orders per day.  A 1.5% error rate meant 9.75 errors per day went out the 
average on the cost associated with rectifying a shipping error is 75.00.  That means that this 
prospect pays in a 5 day week at least $3,600.00 to fix shipping errors.  If you multiple that by 
52 weeks the number becomes a staggering $1
consideration the customer ill will caused by the errors or the additional time and 
be spent to make sure the errors do 
all errors.  But cutting errors by 50% or more meaningful dollars are returned to the cash flow of 
your business. 
 
Intangible Benefits 
 

• Automatic order sequencing by shipping routes.
• Better scheduling. 
• Eliminate error prone pick lists and paper trails.
• Automatic outbound order v
• Increase inventory accuracy (verify quantity, site, location by pick).

• Eliminate expediting charges.
• Reduce or eliminate checking process during order packaging.
• Better customer service and satisfaction.

 
In closing a “Best of Breed” warehouse 
from a cost center into a profit center.  The return on investment a business can realize can be 
substantial and obtained quickly.  It’s well worth your time to investigate this technology and 
determine if it will help you recapture lost profits.
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Use of RF and scanning will reduce errors.  Errors are so costly in many ways.  Just fixing one 
error can cost hundreds of dollars.  Recently a WMS prospect said that they were already 
8.5% accurate in their outbound shipments.  That is very impressive for a manually run 

good till we look a little closer.  The company shipped an average of 650 
1.5% error rate meant 9.75 errors per day went out the door.  An Industry 

average on the cost associated with rectifying a shipping error is 75.00.  That means that this 
prospect pays in a 5 day week at least $3,600.00 to fix shipping errors.  If you multiple that by 
52 weeks the number becomes a staggering $190,125.00.  This does not take into 
consideration the customer ill will caused by the errors or the additional time and 
be spent to make sure the errors do not continue.  This is not to say that a WMS will eliminate 

g errors by 50% or more meaningful dollars are returned to the cash flow of 

Automatic order sequencing by shipping routes. 

Eliminate error prone pick lists and paper trails. 
Automatic outbound order verification 
Increase inventory accuracy (verify quantity, site, location by pick). 

Eliminate expediting charges. 
Reduce or eliminate checking process during order packaging. 
Better customer service and satisfaction. 

In closing a “Best of Breed” warehouse management system can turn your warehouse operation 
from a cost center into a profit center.  The return on investment a business can realize can be 
substantial and obtained quickly.  It’s well worth your time to investigate this technology and 

f it will help you recapture lost profits. 

 
 
 

Use of RF and scanning will reduce errors.  Errors are so costly in many ways.  Just fixing one 
error can cost hundreds of dollars.  Recently a WMS prospect said that they were already 

ery impressive for a manually run 
r.  The company shipped an average of 650 

door.  An Industry 
average on the cost associated with rectifying a shipping error is 75.00.  That means that this 
prospect pays in a 5 day week at least $3,600.00 to fix shipping errors.  If you multiple that by 

90,125.00.  This does not take into 
consideration the customer ill will caused by the errors or the additional time and effort that must 

.  This is not to say that a WMS will eliminate 
g errors by 50% or more meaningful dollars are returned to the cash flow of 

management system can turn your warehouse operation 
from a cost center into a profit center.  The return on investment a business can realize can be 
substantial and obtained quickly.  It’s well worth your time to investigate this technology and 
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About iCepts Technology Group 
 

We are a 100% Employee Owned Full Service Information Technology Company 

Since 1980, iCepts Technology Group has been offering the “Best-of-Class” technology 

solutions to help companies streamline their specialized business departments and become 

more efficient and therefore profitable. We have implemented hundreds of systems throughout 

the Mid Atlantic Region spanning from Ohio, Pennsylvania, New York, New Jersey and Virginia. 

We can help your company determine the appropriate technology fit. Discover why customers 

have been with iCepts for so long; our vast industry knowledge, friendly personnel and superior 

customer service! 

We provide start to finish services for the solutions we represent. We provide services that 

cover process analysis, implementation, training, security and networking. Naturally, we also 

provide full ongoing support for years after implementation to help our clients succeed. We are 

your one stop shop for your business technology needs. 

iCepts has earned Microsoft’s Gold Partner designation. 

Microsoft Partner Network designations give a better idea of where a particular company stands 

and also differentiates what type of specific skills and expertise they may have. Being a Gold 

Partner requires a very long checklist of requirements. As part of the requirements to acquire a 

Gold Competency partners must undergo testing, certification, reference building and surveys to 

be certified for particular competencies. 

Specializations 

We specialize in Microsoft Dynamics NAV, Microsoft Dynamics NAV for distributors, Microsoft 

Dynamics NAV for warehouse management, and Accellos Warehouse Management Systems 

(WMS) to help the supply chain do business more efficiently. 

We also have a group within iCepts that specialize in Network Security and Infrastructure, 

Server virtualizations, SQL server, and VOIP phone systems that integrate into your existing 

network. 

We work with businesses to help make them more efficient and more profitable. Contact us to 

learn about ways we can help your business as well: 

Phone :717-704-1000  l  Email: info@icepts.com  l  Web: www.icepts.com  

iCepts Technology Group 
1301 Fulling Mill Road 
Middletown, Pa 17057 
Experts in Supply Chain Management and Infrastructure 

 


