THE ULTIMATE GUIDE TO
ORDER MANAGEMENT

Everything you need to know
to delight your customers
after they've placed an order.

The moment you get your first order online is something special.
You feel a rush of adrenaline, and burst into action - preparing
the order, sending it to the customer, and waiting anxiously

for any feedback.

The thousandth time you get an order online is very different. And by the
ten thousandth time, you're juggling hundreds of orders a day, multiple

sales channels, and a lot of details across the business.

Managing this process step by step is complex, but we'll guide you from

start to finish and cover everything you need to know about order

management.
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Let's make sure we’re using the same terminology and definitions
throughout this guide.

Order management is the processes, workflows, people, and ways that get
products to customers.

It starts right when the customer places an order from you and ends when their
package is safely in their hands. But there's a lot that happens in between those two
events, and a lot of different ways that process can be completed.

It can take hours, days, or weeks, depending on your business and your products,
and typically it's done using an

Order Management vs Commerce Operations

Order management is a catch all of many similar commerce operations - it
encompasses and processes, and
the intangible connections between the systems that make that happen.

Because it's such a broad term, there are many individual functions and processes
that make it up, and with each of those, there is room for incredible efficiency, or
disastrous inefficiency.

For many businesses, the way that orders are managed will be a determining factor
in the loyalty of their customers. After all, if you remove price from the equation,
delivery speed and communication make all the difference.

For more on this topic, check out:
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Two:

Do You Need an Order
Management System?

Not every business needs an OMS - the purpose of this guide is to help you
understand if your company would benefit from using an order
management system.

In general, every business can benefit from an order management system, but
some will benefit more than others.

The thing these businesses all have in common is that they have orders coming in
from multiple sources, which makes routing and handling difficult if they are not
automated.

In the past, this would be from phone or mail orders, but today it extends to much
more beyond that.

Functions of Order Management Systems

The purpose of an order management system is to organize all orders you
receive, from all channels, into clear and manageable tasks, and facilitate
the fulfillment of those orders.

An order management system makes this straightforward by combining inventory,
order, and customer data in a single location, and integrating with other systems
that you use. A short list of functions (not features):

® Tracks inventory |locations and levels, and updates them based on purchases.

e Stores customer shipping data (payment data is typically stored elsewhere)

e Tracks orders through their fulfillment processes, and sends shipping information to
the sales channel, which is then sent to the customer.

e Handles returns and refunds.

Creates and prints picking lists, packing slips, and shipping labels.

¢ Automates common manual processes.
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Who Should Use an Order Management System?
An order management system is ideal for businesses that have:

A high volume of orders or shipments
Multiple locations (retail or warehouses)
Sell through multiple channels

A complex fulfillment process

If you sell online through a single ecommerce website, an order management
system might not be the best fit for you. They really begin to show their value when
there are multiple channels for orders or fulfillment.

This is because an OMS has many functions built into it, and because they are within
a single platform, it is greater than the sum of its parts.

We've seen successful companies using two specialized platforms for inventory or
fulfillment, but they need to be connected, which is less reliable when compared to
a comprehensive system.

Because an OMS contains all of these functions, they can have a relationship that
might otherwise be limited by the technical integration of separate platforms.

When Do | Need to Switch to an Order Management
System?

The rule of thumb for knowing when to use an order management system is if you
have multiple channels or locations. Once you've expanded the business
significantly, there will start to be totally natural growing pains in fulfillment, leading
to slower processing, manual processing, data loss, or a drop in customer
satisfaction.

When that happens, it's time to begin considering moving to an all-in-one order
management system.

Related Reading: Not sure if you're a good fit? Check out:
https://www.skunexus.com/blog/signs-you-need-to-switch-to-order-management-
system
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Three:;

The Order Management
Process

Let's focus on the steps of the order management process that take place in a
warehouse, since they are typically the end users of an order management system.

1. Customer Places an Order

2. Order Received by Warehouse
3. Fulfillment: Pick, Pack, Ship

4. Order is Delivered to Customer
5. Happy Customer

Keep in mind that this is a simplified version of the order management process
steps - your flow will likely be different from the one pictured here.

Customer
Places an Order

Order Received
by Warehouse

SRl Fulfillment:
= " Pick, Pack, Ship

Order is Delivered
to Customer
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Order Received by Warehouse

Inventory is adjusted automatically. When an order is placed, the order
contents are subtracted from the total inventory. This is especially important when
selling through multiple channels, retail locations, or when using in-store fulfillment.
Real-time inventory means that every sales channel has the same data.

Order is routed. If you have multiple warehouses, use different shipping carriers,
or have special instructions for certain types of orders, all the magic happens in this
step. This is also the biggest opportunity for efficiency, because many of these
subprocesses are still performed manually.

Read more about how these shipping decisions are automated in
SkuNexus.
https://www.skunexus.com/blog/shipping-automation-skunexus-platform

As you can see, this step has little human involvement. Ok, if youre managing
your inventory through an Excel document, then you might be doing this by hand.
But ideally, these steps happen automatically, instantly, and are error free because
there is no human input, just systems being updated.

Fulfillment: Pick, Pack, Ship

Picking. Making sure the order that employees pick from shelves is a single route is
one way warehouse managers increase overall efficiency. Choose the right picking
method based on your warehouse layout - sometimes it may be more efficient to do
batch picking rather than single order picking, or have dedicated employees for
picking.

Packing. For perishable goods, refrigerated or frozen items, and delicate products,
the packing process needs to be adjusted. While this is true for all products, it's
important to have a different process for each type of order. It might be as simple
as doubling the amount of packing material or using dry ice, but it should be
documented so all employees are performing the same process.

Shipping. Having already chosen a shipping carrier for this order based on its
contents, an employee affixes the shipping label to the package and brings it to the
designated pickup area for the shipping carrier.
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Fulfillment is far more manual than the previous step in the order management
process. There are fewer areas for automation, since picking and packing is usually
more efficient if done by hand (unless you're Amazon).

This highlights the importance of having a documented, clear process for
employees to follow.

Where Order Fulfillment Can Go Wrong

If employees aren’t performing the same task the same way, inconsistencies will

arise, which can cause a slew of problems - costing you revenue, customers, or
both.

This is why it's important to have a clear process that is followed by all - it creates
efficiencies, benchmarks, and measurable ways to improve the process over time.

The details matter, particularly when choosing shipping carriers or levels of service.
This process will likely start as a manual one, and as certain products or groups of
products are shipped, the most efficient method for shipping will emerge. When it
does, document it, repeat it, and automate the decision if possible.

For a more detailed look into this process, check out:
https://www.skunexus.com/blog/order-management-process

, SkuNexus www.skunexus.com




Four:

Omnichannel Order
Management

There's no doubting the importance of omnichannel selling today. The barriers to
entry have been reduced to almost nothing as well, making it accessible to even very
new merchants. And the benefits are there for merchants looking to seize the
opportunity:

e Omnichannel customers an average of 4% more on every shopping occasion in
the store and 10% more online than single-channel customers (HBR)

e Omnichannel shoppers have a 30% higher LTV than those who shop using only
one channel (Google)

However, where we notice there is difficulty is after the order is placed. With more
channels comes greater complexity.
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Since some channels may have specific requirements for shipping or fulfillment,
there's greater room for error if those orders aren't routed properly.

We've seen merchants use different systems for different channels, multiple
systems for the same channels, and many other combinations. This complexity
creates more points of failure, greater room for error, and more overhead to
manage the different systems and their relationships.

We recommend using a single system for omnichannel order management.
Obviously, we want that system to be SkuNexus, but we recognize that we may not
always be a great fit for every business.

A Single Omnichannel Order Management System

A single system makes omnichannel order management easier because it's:

A single location for inventory

Routes all orders for proper fulfillment

Connects to all sales channels and shipping carriers
Provides dashboards to monitor all operations

Want to dive into the statistics behind omnichannel fulfillment?
Check out:
https://www.skunexus.com/data-driven-omnichannel

- T

-
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Five:

Managing Inventory in =

Real-Time p-a

Having an up to date inventory count is vital, especially if you're selling through
multiple channels. Some may penalize you for selling while out of stock, and
customers will inevitably be disappointed if the product they want isn't available.

Worse, if inventory levels take a while to be updated, you may have the
embarrassing job of telling a customer that their item is backordered, after they've
already purchased it.

You don't want to understock and miss out on potential sales, but overstocking
comes with its own challenges as well.

Space isn't free - and each pallet of unsold product is likely going to cost you to store
it. This can also lead to stock that decreases in value over time (think seasonality) or
expires.

Just the Right Amount of Inventory

Take a page from Goldilocks' book here - you don't want to have too much or too
little inventory - you want to have just the right amount.

But it's tricky getting there. Here are four key steps to managing your inventory:

1. Forecast inventory needs based on historical sales data. Knowing when to
send out a purchase order lets you sleep at night without the inventory goblins
chasing you.

2. Implement a technique such as first-in first-out (FIFO) for all goods. This
technique is an excellent practice to ensure that goods don't remain on hand for
too long, and makes sure inventory is always rotated.

2. Regularly monitor and audit inventory management KPIs. Benchmarking
your data is the first step towards improving your operations.

3. Always keep inventory levels updated. An inventory management system
makes this incredibly simple.
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Related reading: How Accurate Inventory Management Enables

Omnichannel Selling
https://www.skunexus.com/blog/accurate-inventory-management-enables-omnich

annel-selling

www.skunexus.com
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SIX:

Order Fulfillment
and Automation

This step in the order management process is the one with the most room for
improvement via savwy automation of the right processes.

Order fulfillment is when orders are picked, packed, and shipped, and
there's a lot that has to work correctly to make this process efficient:

Employees need to know what to get from the warehouse, where to get it, and
how to navigate the warehouse quickly.

They need to know how to pack each item or sets of items.

They need to be able to finish one task, and move to the next quickly.

They need to minimize times during which they are not productive (walking,
waiting for things to print).

Shipping labels need to be printed before they are needed. Shipping carriers
need to be connected, and a level of shipping service chosen.

Exceptions are identifiable, and there is a way to automate them as they are
identified.

Which Parts of Fulfillment Can Be Automated?

Employees can be given a smart pick list that optimizes their route through the
warehouse, which can be organized so that they take a single path through it
reducing the amount of time they spend picking and eliminating backtracking.

Similar to pick lists, packing slips can contain the exact requirements for packing
materials, box sizes, and even orientation. It might sound frivolous, but knowing
how to pack every type of order is a huge advantage in terms of reducing fulfillment
times.

Shaving off time between tasks or waiting for other functions is important as
well. Automating the printing of shipping labels, pick lists, packing slips, and other
materials is a great way to optimize the fulfillment process for efficiency gains.
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Imagine this: instead of 5 employees, working 40 hours a week, shipping 1000
packages, you have 5 employees, working 40 hours a week, shipping 1500
packages. And they aren't running around like chickens with their heads cut off -
they don't have an increase in stress or time spent working.

That's possible if you've automated your fulfillment processes so that employees
can focus on a set of clear, repeatable tasks.

Related Reading: Essential Tips to Automate eCommerce Order
Fulfillment
https://www.skunexus.com/blog/automate-ecommerce-order-fulfillment
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Seven:

How to Choose Order
Management Software

There are many different options for order management systems. So the question
is: how can you find the right one for you? Here are the key steps:

1. Understand Which Order Management Functions You Need

Knowing why you're looking for a system is the first step. What functions do you wish
you had, that you don't have currently? Document those.

What functions are indispensable in the system you have now (if you're upgrading)?
Document those as well.

Congratulations! You've just created a wishlist for your perfect order management
software.

2. Find an OMS That Meets Your Dream Criteria

With your wishlist that you've just created, research the different systems available
to you.

We won't go into too much detail, but you can use a variety of tactics to do this:

Look at the provider's website
Look for software review websites
Ask your network via LinkedIn
Speak to a salesperson

After you've done that, choose the best one for your business, needs, and people,
and then get started. (I'm simplifying the process a bit but that's the general idea.)
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3. How Much Does Order Management Software Cost?

There’s so many different factors that influence the total cost of an order
management software. You'll likely spend between $1,000 and $5,000 per
month for a full featured order management software.

But that cost can change dramatically based on a few factors:

e Business Size and Sales Volume. Many OMS vendors will have a sliding scale
on their pricing - based on your revenue, orders, users, or shipping volume.

e Package Level. As with many software solutions, there may be varying levels
of packages, with higher, more expensive tiers offering more features,
integrations, etc.

® Implementation. Depending on the complexity of your needs and the
platform you decide to use, there may be additional costs for implementing,
training, or on-boarding.

e Custom Integrations. Not every system will integrate perfectly with every
other system. If you're not able to create a solid workaround and you don't
have a native integration, you might be shelling out extra fees for working
custom integrations.

® Support. This should be the lowest variance factor on the list, but some
vendors might require an additional cost for support.

The most accurate answer here is that it depends. You may end up spending
more or less, but as long as you find the right system for your needs, it'll save you a
lot of time.

And if you can't find a system that lets you do exactly what you need to do, consider

SkuNexus, the only order management system that lets Enterprise users customize
their entire system and processes with full access to the platform’s source code.

https://www.SKuNexus.com/demo
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