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How to Choose a Warehouse
Management System

When it comes to choosing the right warehouse management system (WMS)
for your business, it’s important to understand your warehouse needs and the
benefits of having an integrated WMS before starting the selection process.
That’s why we've created this guide—to provide the critical information you
need to make the best decision possible.

Whether your goal is to automate your warehouse operations for the first time
or to upgrade to a more robust warehousing system, this booklet is an ideal
resource for finding the right WMS—including information on how to build an
effective project team, ask the right questions of your software reseller, and
successfully implement the system.

You may be wondering, “Why would Sage Software distribute a booklet that
doesn’t promote its own products?” We know how important great information
is to making great decisions. What’s more, we're confident that the more people
know about warehouse management software, the more likely they are to
seriously consider—and ultimately choose—Sage Software solutions.

We at Sage Software look forward to helping you succeed in choosing the best
warehouse management system for your organization.



Getting Started

Today, more than ever, warehouse efficiency is a
critical success factor to effectively manage your
supply chain and achieve peak performance.
Implementation of the latest technologies can
significantly improve warehouse operations,
employee productivity, and customer
satisfaction. By installing the right system and
realigning how your warehouse interacts with
your employees, customers, and vendors, you
can streamline your warehouse operations while

achieving a high return on investment.

Build the case for a new system

The greatest challenge to implementing a WMS
may not be finding the right system; it might

be convincing your management team of the
need for it. While most executives agree an
accounting system is a must-have, the sentiment
does not always apply to WMS. You probably
have to sell the idea of a new system to the rest
of your senior management team. They may

be skeptical about whether the investment is
really necessary. You'll need quantifiable metrics,
such as predictive error rate, RMA (Return
Materials Authorization) costs, etc. That's why

it is important to determine all the ways your
company will benefit from the system, both
directly and indirectly, and be prepared to explain
these benefits to senior management.

Form a project team

Assemble the team of people who will decide
what your company needs from the new system
and what functions it must include. Depending
on the size of your company, team members
may include the warehouse manager, a senior
finance representative, and the director of IT.
Define each person’s role and their level of
involvement and decision-making during this
process. Clearly define each team member’s
responsibilities so they know up front how much
time and effort will be required of them. You
may need to restructure work priorities during
the selection and implementation phases to
make sure your project team has the resources
to get the job done.

When is the “Right” Time to Move to a New System?

Don't wait until your warehouse operations
are no longer competitive to evaluate
whether you need a new system. Here are
some important tips to help you maximize
your business processes:

Keep pace with industry trends

The availability of new technologies and
increased market demands are driving

rapid change in many industries. Watch for
trends such as rising customer expectations,
increased competitive pressure, or dropping
margins. Introducing new or improved
automation management technology to
your warehouse can be a powerful tool

for increasing competitiveness in a
challenging market.

Ensure compliance with
EDI requirements

If you plan to sell to large retailers, you'll
need to comply with their terms in order
to remain in good standing and keep your
margins in place. Most large retailers have
strict vendor compliance requirements that
make a modern warehouse management
system absolutely critical for success. Since
many large retailers use EDI (Electronic
Data Interchange), an ideal WMS solution
will have EDI integration and be able to
automatically transmit order information
into an ERP (Enterprise Resource Planning)
system.

Manage the changes required

by e-commerce

If you're one of the many businesses selling
products over the Web, a WMS is essential.
An online business encounters higher
transaction volumes and greater customer
expectations. Your material-handling

needs also change when you ship directly
to consumers rather than to businesses.
Instead of pallet or case shipments, most
online businesses fulfill many small unit

shipments. As shipping times decrease, new
requirements such as cross-docking may be
required. Without the right system, many
errors can occur. And with thin margins,
shipping errors can be detrimental to your
business. You want a WMS solution that
supports and integrates with your e-business
initiatives.

Automating your warehouse

If you're finding that the lag time between
warehouse activities and the entry into your
warehouse system or accounting database is
slowing down your business, you may want
to consider automating those processes. A
strong WMS solution integrated into your
ERP system will allow you to monitor the
warehouse activities in real time, minimizing
entry errors, and measure the efficiency of
your warehouse employees.

Make the most out
of a warehouse move

If you plan to relocate to a new warehouse,
this may be a good starting point to
implement a new warehouse management
system. By designing a plan from the
ground up at your new location, you can
eliminate the bottlenecks and inefficiencies
of your old warehouse. The sooner you
plan and implement, the sooner you can
reap the benefits of your new system.

Measure your current capabilities
An objective way to assess your warehouse
efficiency is to conduct a detailed
benchmark measuring your current
capabilities. The benchmarks can show you
how well your warehouse is performing and
the areas you may want to improve. If your
assessment indicates significant changes are
necessary, now is as good a time as any to
implement a new system that provides the
required functions of your warehouse.
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5 Important Questions to
Ask Before Implementing
a New System

It's important to ask questions, especially if you're
finding that your warehouse is not as productive
as it can be. Discuss order fulfillment, shipping/
receiving, inventory control, labor, and equipment
challenges. Here are some questions to address:

1. How are inaccuracies negatively
impacting your organization?

. What do you need to accurately pick, pack,
and ship your orders?

. How can your current system integrate with
your e-business initiatives?

. What information do you need to make
strategic decisions?

. How fast do you need warehouse data to
be available across the enterprise?

4 How to Choose a WMS System

Evaluate your current system

To get the most out of your new WMS, you
need to do more than simply add technology
to your current processes. The more you
know about the problems you expect the new
system to solve, the more successful your final
choice will be. Discuss what modifications
need to be made to current system
procedures. What works? What doesn’t?
Consider not only how technology can
automate current processes, but also examine
other ways they can be improved. Encourage
your team members to be candid about what
they find frustrating, redundant, or ineffective.
Examine how your warehouse interacts with
customers, suppliers, and your organization’s
departments; look for weaknesses and ways

to improve these communications.

Share your expectations

Once you've agreed on the process and the
timeline, have each member of your team
share their expectations for the new system.
Conduct a session to brainstorm ways the
existing system can be improved, including
new functions and processes that aren’t
currently in place.

Agree on your needs

Have each team member create a list of key
functions they feel the new system needs to
provide for the company. Then have them
prioritize these items as Essential, Greatly
Desired, or Would Be Nice. Encourage team
members to differentiate between functions
they want and functions they definitely need.
Achieve a general consensus within the team,
defining the rank of each function and then
combine those items into a prioritized list.

Create your list of required functions
Once you have consensus, refine your
mandatory requirements into a formal
Required Functions List. Your Required
Functions List should be a short, one- to two-
page prioritized list that includes all of your
must-have functions. This list of mandatory
features will help you quickly eliminate
systems that don’t meet your needs.

Consider the benefits of
back-office integration

Selecting WMS software that integrates with
your ERP system ensures complete control and
flow of information between your back-office
and warehouse floor. An integrated WMS
system will keep your warehouse activities

in synchronization with your accounting

data, eliminating manual intervention and
transcription errors while providing accurate
and up-to-date inventory control. Look for a
smooth-running warehouse system that can
easily and reliably interface with your financial
data—supplying in-depth information

across the enterprise. Just as important,

an integrated WMS will support your Web
order and EDI needs, and send back Advance
Ship Notices (ASNs) to notify customers of
incoming shipments.

Don’t forget about
hard-to-quantify benefits

The right warehouse management

system maximizes the productivity of your
warehouse staff. It frees them from tedious,
time-consuming tasks and allows them to
focus energy on picking the right items

the first time, every time. It allows your
company to benefit from increased inventory-
handling accuracy and reduced carrying costs
associated with obsolete and slow-moving
stock.

Avoid RFPs

Contrary to what your colleagues may tell
you, the next step is not to create and send
out a Request for Proposal (RFP) to resellers
you are considering. Creating an RFP, sending
it out, waiting for proposals, and reviewing
them can take months. You can achieve
the same results in days by asking potential
resellers if their system provides the key
functions you require. Obviously, if your
company requires you to use an RFP, this
step is necessary.



Finding a Reseller

The ideal reseller has knowledge of end-
to-end operations, including warehouse
management, accounting, order manage-
ment, customer relationship management,
and integration with EDI and wireless data
collection systems. Another critical aspect is
their experience with implementing software
for businesses in your industry. When
evaluating a reseller, ask yourself

these questions:

Can the reseller provide my company
with a complete service package?

Critical elements of any software
implementation are product training, technical
support, future maintenance, and upgrades.
Look for a reseller who wants to assist

you not only with the immediate sale and
installation, but also with long-term training
and service.

Does the reseller listen effectively?
This question separates the true solution
provider from a product peddler. To make the
best recommendations for your organization,
a reseller must first learn about your
organization—including your systems’ current
capabilities and those missing (but required)
items or functions. Has the reseller attempted
to learn as much as possible about your
organization? Has the reseller spoken to more
than one person within your company?

Does the reseller communicate clearly?
Be wary of resellers who spend all their time
discussing features of a program. Your focus
during discussions with a reseller should
include the system training and services the
reseller can offer in addition to features and
benefits of the WMS software itself.

Can | work with the reseller?
Remember, you'll be working closely with the
reseller over a period of weeks, maybe even
months. It's important to find a reseller you
enjoy working with, who is a good fit with
your company's philosophy, and who you
feel will provide the necessary expertise and
consultation in a professional manner.

Find the Best Fit

Just ten years ago, you could easily evaluate
every warehouse solution available on the
market. Today, with so many solutions

to choose from, you can spend months
looking at demos and still not see them all.
Every warehouse is unique—with different
processes, tracking systems, and problems.
This is why it's critical to choose a system
tailored to your specific needs.

Generally, look for a system capable enough
to significantly improve inventory control and
staff productivity. This is first accomplished
by integrating your warehouse staff with

the tools and equipment at their disposal:
radio frequency (RF)-based communications
equipment, shipping systems, lift trucks,
forklifts, etc. Secondly, all the information
gathered by utilizing this equipment should
be made available to your entire enterprise—
including the accounting and inventory
management data.

The vendor you choose should be dedicated
to serving the changing needs of the
warehousing and logistics industry, and
consequently committed to upgrading and
improving the product. Consider the following
factors when evaluating available WMS
solutions:

Know the benefits of working
with a reseller

Before you begin narrowing your list of WMS
contenders, it is important to understand the
benefits of working with a reseller. Typically,
resellers have been through the process
many times before and can save you time
and effort. They can help you select the right
software for your warehouse, install new
networks or hardware, and make sure the
system is running by your target date.

A good reseller will:
= Evaluate and suggest the best WMS
software for your organization.

= Save your company time and money during
system installation and subsequent training.

9 Essential Features to Look
for in a WMS

. Integration with advanced radio-frequency

and bar coding technologies.

. Complete back-office integration with
Order Entry, Inventory Control, and Purchase

Orders modules.

. Scalability to accommodate future

business growth.

. Real-time inventory updates.

. Hand-held interface.

. Advanced reporting capability.

. Support for multiple picking methods.
. Compliance labeling and ASNs.

. Automated inventory receipt and assisted

put-away.

How to Choose a WMS System
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6 Questions to Ask Resellers
About a New System

Pick the best three systems and ask each reseller
to provide the following information:

1. Estimated license costs for your
implementation.

. Estimated build-out costs to adapt the system
to your requirements.

. If automated wireless data collection and
bar-coding equipment are a good fit for your
company, what are the estimated costs?

. Timeframe and cost for implementation.
. Annual support and maintenance costs.

. Training methodology and training costs.

6 How to Choose a WMS System

= Help you get the most out of your
WMS implementation based on your

organization’s requirements.

Screen potential solutions

E-mail a copy of your Required Functions

List to the resellers you are considering so
they have time to prepare and can quickly
answer your questions. Conduct a phone
interview with each reseller to determine how
well their solution matches your required
functionality. Note whether each feature
comes standard with the system, is available
as an add-on module for an additional fee, or
is not available at all. A good reseller will also
need to ask you many questions to determine
which system is the best fit for your company.

Consider implementation time

Look for a complete solution that can be up
and running smoothly and rapidly. The less
upfront customization your system requires,
the more quickly the implementation process
can be completed. Ask your reseller how
long the implementation will take and what
factors may increase or decrease the amount
of time needed.

Choosing the

Right System

As you narrow the field of software
contenders, begin examining the companies
more closely to see how well they meet your
needs. Consider the following factors to weed
out vendors that won't fit with your long-
term strategy for distribution excellence:

Interview resellers before the demo
Familiarize yourself with the various WMS
solutions available on the market so you can
be confident about your top picks when you
shortlist the best options for your company.
By interviewing as many software resellers

as possible in advance, you can avoid time
wasted by lengthy, irrelevant demonstrations.

Get to know the
software manufacturer

Are you familiar with the company that
makes the software? Are they a respected

name in the software industry? How long
have they been in business? What is their
vision for the future—for their products and
for the company? These are just some of the
questions about the manufacturer you want
to address when evaluating WMS solutions.
Clearly, you don’t want a “here today, gone

tomorrow” organization.

Insist on a user-friendly system

Even with all the functions your system
promises to deliver, if your WMS is not user-
friendly, your staff won't be able to maximize
the full benefits. Make sure you select a
solution that's logical and easy to use. Ask
these questions during the interview process:

= Does the system enable users to easily sort
and view information, allowing warehouse
employees to know exactly which activities
need to be done at all times?

= Does the software use the familiar
navigational model of a standard
hand-held browser?

= Can the software provide a real-time
window into your warehouse operation and
access to critical data with only a few clicks?

Look for a solution that integrates
with your accounting data

Make sure the WMS software has solid
integration with your accounting data so
multiple departments and your warehouse
staff can more effectively track inventory and
order fulfillment. Real-time integration of
inventory and shipping information to your
back-office data can reduce transcription
errors, lower the staffing requirements for
data entry, and improve access to information
throughout your organization. The best way
to ensure this real-time integration is to have
the WMS functions as a module within your
ERP system.

Ask about the capability
to automate the warehouse
management processes

Look for WMS software that supports wireless
RF-based technologies. The warehouse
management data is updated as soon as



information is captured on an RF-based hand-held device. Also, if a system promises
real-time delivery, make sure vital business information (for example, inventory
count) is updated as new data is entered, and not with a periodic batch process.
Warehouses performing batch updates run the risk of shipping delays, especially
with orders requiring same-day shipping—which can result in high compliance fines.

Understand how the wireless system collects data

Consider how well the system monitors your critical operational activities. When
you're running at full capacity, can you monitor which items have been received?

If so, what communication standard is used to capture and transfer data? Most RF-
based technologies collect data using the 802.11 communication standard. Make
sure the system you choose supports this widely accepted standard, and isn't limited
to a proprietary communication standard.

Find out costs for extra users and modules

In addition to maintenance, upgrade, and support costs, it is important to consider
how much you’ll have to pay for additional users. Solutions that include all
modules generally cost less than those that don't, but will often charge a higher
cost per number of users. You may also encounter vendors who are relatively
inexpensive when it comes to adding seats, but charge significantly more for
additional modules. Be sure to ask the reseller what the cost structures are for
adding users and modules.

Ensure options for growth

Before you make a purchase, find out if your software vendor has a maintenance
program in place that gives you access to frequent updates. A good vendor invests
heavily in engineering and develops new product features and enhancements
regularly. They stay abreast of new technologies and make sure their customers do
too, particularly those customers with fast-growing businesses. The opportunity to
move to a similar, but more powerful, solution provides you greater flexibility as your
company grows. Often, software upgrades cost far less than the retail price of the
full program. Some vendors even provide upgrades within their support programs.
Imagine purchasing a new car a year ago, and then seeing this year’s model and
wanting some of the new features. You can’t have those new features unless you
purchase the new model! In contrast, a good software manufacturer will provide
product upgrades at reasonable prices or as part of a yearly service agreement.

Inquire about the system’s capacity

What is the maximum number of users allowed to work with a particular
application at a given time? What happens if your business needs to add another
warehouse or configure multiple work zones in your existing warehouse? It's
important to consider what your warehouse will need in the future to avoid having
to purchase another new system within a short period of time. There are always
opportunities for further efficiency gains by maximizing warehouse automation
equipment and perhaps reworking some of your existing inventory-handling
processes. When selecting a system, ensure the software has the capacity to grow
with you.
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Suggested Planning Schedule

The following is a simple five-step process to
successfully analyze, select, implement, and use
a new warehouse management system.

Step 1: Preplanning

This includes a review of your current system’s
capabilities, strengths, and weaknesses, as well
as the initial list of what you want to do with
your new system but were unable to do with
your old system.

Step 2: Intelligence gathering
Information is critical to sound decision-making.
The more and better information you can
obtain now about the various systems under
consideration, the better off you will be in the
long run.

Step 3: Analysis

Careful review of the information gathered

is necessary to make sound decisions. Please
note that this step may include actual system
demonstrations, visiting organizations with the
WNMS solution already installed, and perhaps even
a visit to the vendor’s headquarters.

Step 4: Implementation

Once a WMS solution has been chosen,
implementation should begin. This may last
weeks or months, and include data conversion,
user training, and other elements.

Step 5: Post-implementation review

This step includes the ongoing monitoring

and review of the system. Is it performing as
expected? What elements need to be modified,
changed, or customized? What optional elements
can be added to further enhance system
performance?
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Look for e-business strength

Online retail fulfillment is very different from
traditional fulfillment—requiring different
picking strategies and special material-
handling operations. Fulfillment operations
for a Web store will have thousands of orders,
but usually with only one or two lines. In
contrast, traditional fulfillment typically has
fewer orders, but many lines per order. If your
company is considering electronic commerce,
look for a flexible system that can manage

a multitude of operational strategies. You'll
also want a scalable solution to ensure that
seasonal peak volumes can be handled
accurately and efficiently.

Get powerful reporting

Look for a system with the ability to extract
relevant information easily. Your warehouse
manager should be able to track labor
productivity and provide order fulfillment,

and inventory movement information. A

good system can provide virtually unlimited
reporting capabilities. Ask for samples of
reports when evaluating the different systems.

Evaluate system security

The degree to which sensitive functions and
reports can be protected will affect how the
system rates in security. Ideally, you should be
able to specify which operations certain users
can perform at specific times. A good system
can be set up so your warehouse technicians
only see information relevant to their job
function.

Conduct product demonstrations
Before each product demonstration, have
your team meet to discuss the perceived
strengths and weaknesses of each software
solution and areas they think require
particular attention. Inform resellers ahead
of time the order in which you want the
functions demonstrated. It will make the
demonstrations easier to assess if they are
all presented in the same order. Keep the
demonstration focused on the functions

your company needs and not on the ones
that look most impressive on-screen. Have
your team fill out comment sheets during
each interview for use during the final
decision process.

Ask questions during the demo

If someone on the team has a question, such
as whether the RF-based technology being
demonstrated can update inventory in real
time, make sure they ask during the demo. It
will be easier to get a clear answer if you ask
questions when they occur to you, and while
the functionality in question is on the screen.

Understand the difference between
standard functions and “extras”

Some software vendors provide basic
functions but then make you purchase
"“extras” that come standard in competing
solutions. Confirm which functions are
included in the core pricing and which must
be purchased separately.

Ask about technical support

Your reseller will be a good resource
regarding technical questions or other issues
that arise. However, you may still need to
rely on the software vendor’s technical
support team as well. Find out the cost for
technical support as well as the policies for
maintenance, upgrades, and support. Ask
your reseller what you can expect in response
times to support questions and if there are
support packages available for purchase.

Implementing Your System

You're almost there. You've done your
homework, chosen a reseller, and a
solution—now it's time to put your system
in place. To ensure a smooth and successful
implementation, consider the following
guidelines.

Start with a plan

Begin the implementation process by laying
out the goals of the project. This helps keep
every team member focused. An installation



usually takes between one to three months with an off-the-shelf package that
requires minimal customization. If you have numerous goals to achieve, plan on

a longer implementation with more consulting resources.

Revisit your timeline

Make sure your implementation timeline is realistic. Your reseller will propose

a timeline with deadlines they feel confident they can either meet or beat. Find
out what you need to do and which individuals need to be available to help with
the process.

Remember: Time is money

Your reseller will probably give you a range of hours each task will take. The
general rule is the more resources you allocate for implementation, the less it will
cost you in both time and money. The reverse is also true. If you aren’t able to give
your reseller the time and resources requested, the process is going to take longer
and cost more.

Provide ongoing training

If you want your warehouse operations to reach their full potential, maintain
constant vigilance over your system. Ideally, WMS training never ends. Promotions,
new hires, and the start of every quarter introduce new opportunities for training.
Develop a training agenda focused on continuous learning, along with supporting
materials, such as written tests and training guides. These tools will enable you to
reinforce existing methods and procedures, teach new hires, and ensure that you're
optimizing the efficiency of the people in your warehouse.

Postpone modifications

Don’t request any major modifications to the software before you've actually
installed it and started using it. Instead of trying to make the software work the
old way, wait until you and your staff are familiar with the new system before
attempting to change or customize it.

Schedule a good rollout time

Find an appropriate time to roll out your new system. It's difficult to schedule a
“right time” to do this, but at the very least, plan to install the new software during
your organization’s slowest time of year, to minimize business interruptions.

Measure against the old system

The success of your warehouse management system in part depends on the goals
you have established for your operation. Once your system is up and running,

be sure to benchmark it carefully and compare the results to your pre-system
benchmarks. You'll collect vital information to help calculate the return on your
investment. The benchmark also sets a standard for your team to beat. With
ongoing benchmarks, you can put measurable employee incentives in place,
compare your results to industry averages, and set targets for coming years.

v !
5 Common Mistakes People Make

When Choosing a Warehouse
Management System

Mistake 1: Not doing enough homework
Analyzing and then selecting a warehouse management
system takes time and effort. Information is critical to

selecting the most appropriate system for your organization.

You're already a step ahead of most people because you're
reading this booklet.

Mistake 2: Misunderstanding the benefits

of automation

Automating warehouse operations and related functions
can save your organization considerable time and money.
However, if you don't also improve your current processes
and ways of interfacing with RF-based hardware, shipping
systems, and warehouse equipment, automating your
system won't deliver the full return on investment you
require.

Mistake 3: Ignoring hard-to-quantify benefits
It is difficult to calculate possible future gains such as
increased productivity, better warehouse efficiency,
improved customer service, and other factors after a new
system has been successfully implemented. Remember,
these types of benefits can dramatically improve your
bottom line and should not be overlooked.

Mistake 4: Passing the buck

Top management and other key personnel within the
organization must be involved in the selection and the
implementation process. For the project to be a success,
management needs to stay involved.

Mistake 5: Underestimating the ramp-up

phase of a project

Many companies assume a well-designed system will
operate at peak levels shortly after they make the purchase.
The best system will not perform as expected until properly
trained personnel have developed complete competency
with the system. Allow users to gain confidence through

a gradual process of operational ramp-up, including
incremental training and system usage. Wait to introduce
them to new and more complex system functions until they
have mastered the basics.

How to Choose a WMS System
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Warehouse Management Software Checklist

Excellent Adequate Deficient
General Features
Paperless check-in a a a
Bar-code verification and labeling D D |:|
One-step put away to bins a a a
Stock immediately available for picking D D D
Cross-referencing of supplier part numbers D D |:|
Incorrect shipment identification a a a
Normal and wave receiving options d (| a
RMA (Return Materials Authorization) processing D D |:|
Random storage a a a
Efficient handling of special and non-stock items a a a
Discrepancy reports D D D
Inbound freight management a 4 a
Low stock alert a 4 a
Picking and Packing Features
Direct picking to shipping carton(s) d (| a
Variety of picking styles: wave, batch, order, and product picking 4 a 4
Simultaneous and sequential zone picking D D D
Forward picking from fast-flow locations a a a
Product substitutions 4 | a
Carton picking from dedicated or random locations a a a
Kitting function a a a
Order verification and price ticketing in multiple formats D D |:|
Tracking of serial numbers or lot codes a a a
Inventory Control Features
FIFO stock rotation a a a
Cycle count by date/product/bin location a a a
Inventory tracking of product through the warehouse D D |:|
Tracking of both picking and overstock a 4 a
Replenishment requests based on actual orders (vs. min/max) 4 4 a
Stock adjustments D D D
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Shipping Features

Integrated multi-carrier shipping system

Packing slips on demand

Tracking of vital shipping information

Compliance labeling and ASNs

Generates ASN, Automatic Customs, Dangerous Goods documents
Rate shopping

Prints correct freight labels

Automatic manifesting

Invoicing Features
Invoice printed based upon actual fill
Backorder processing

Shipping and handling

Purchasing Features
Create purchase orders on demand

Virtual distributed warehouse

Excellent
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