Wholesaler & Manufacturer Challenges: Pricing & Credit Management (Part 4)
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In this four-part series, we are taking a close-up look at some of the financial and operational challenges
faced by wholesalers and manufacturers, as well as potential solutions that an outsourced CFO services
provider can help implement.
Pricing: Finding the Profitable Middle Ground
Pricing is one of the most important aspects of ensuring profitability for wholesalers and manufacturers, but
it’s also one of the most difficult things to get right. If you set your prices too low, your margins will erode —
set them too high, and sales will suffer. Often, wholesalers and manufacturers think they have price
flexibility, but in the ongoing challenging economy, this isn’t always true. Four pricing-related issues that are
common with many wholesalers and manufacturers are:
1. Not being aware of competitor and/or prevailing market pricing trends.
2. Losing retailer deals to competitors because prices are too high.
3. Not knowing what higher-margin and more profitable offerings to promote.
4. Not optimizing buyer contracts and processes to obtain lower component acquisition costs.
Today’s markets are as competitive as ever, and many buyers are still shopping with a price-first mentality
— especially for commodity products. A major challenge for wholesalers and manufacturers is to establish
value in the minds of customers for their products so customers don’t view them through the “commodity
lens.” What value-added product or service features can you emphasize to customers that will justify a
higher price than your competitors?
Here’s another thing to keep in mind with regard to pricing: If the economy continues to grow, your sales
emphasis should shift from low-margin, easy-to-sell products to higher-margin products that will enhance
your profitability. A good way to accomplish this is to conduct a cost analysis to identify your higher-margin
offerings. An outsourced CFO services firm can help you perform a cost analysis, which may result in
greater revenue and higher profitability.
Such a firm can also help you benchmark your pricing against competitors and prevailing market pricing
trends, as well as apply best-practice buying processes (such as optimizing supplier contracts and joining
buying groups to receive rebates and discounts) and lower your acquisition costs. This, in turn, will help
increase your pricing flexibility.
Credit Management: Walking a Fine Line
Managing credit is another area where wholesalers and manufacturers walk a fine line. Your suppliers, of
course, want to get paid as quickly as possible, while retailers want to stretch out their payments to you for
as long as possible. Specific credit management challenges faced by wholesalers and manufacturers often
include:





Not having the expertise required to negotiate the most favorable accounts receivable and accounts
payable terms with suppliers and retailers.
Not having the right accounting software to effectively manage receivables and payables.
Not extending appropriate credit terms to customers.
Not being able to collect receivables in a timely manner and according to the payment terms
negotiated.
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An outsourced CFO services firm can work closely with wholesalers and manufacturers to help improve
credit management. Services may include the following:


A review and assessment of all current contracts and terms — both upstream contracts with suppliers
and downstream contracts with customers. Such a firm will also make sure all available discounts are
being leveraged and maximized.



An assessment of current accounting functionality — especially in the areas of payables and
receivables — to make sure you have timely access to the information you need. The services firm will
also ensure that the information is historically accurate, and that it is capable of delivering actionable
projections into the future so better credit decisions can be made and better credit terms granted.



The acquisition of credit insurance for customers who are experiencing financial issues. This insurance
would cover current and future invoices if the customer goes out of business.

Concluding Thoughts
In the current uncertain economic and business environment, Los Angeles and Southern California
wholesalers and manufacturers can’t afford not to focus on pricing and credit management issues. A
provider of CFO services can offer invaluable assistance in these areas by helping you perform a cost
analysis, benchmark your pricing, apply best-practice buying processes, review and assess your contracts
and accounting functionality, and acquire credit insurance.
About CFO Edge
CFO Edge, LLC is a leading Southern California provider of outsourced CFO services. Based in Los
Angeles, we are a group of experienced chief financial officers who engage with CEOs and CFOs on
demand to address strategic planning, business management, and day-to-day financial operations
challenges. Our seasoned professionals deliver services as interim CFOs, part-time CFOs, project-based
CFOs, recruitment-to-permanent CFOs and interim-to-permanent CFOs. At CFO Edge, we’re passionate
about helping our clients create, grow and sustain value. For more information, visit www.cfoedge.com or
call 626.683.8840.
This publication has been prepared for general information on matters of interest only, and does not constitute professional advice on facts and
circumstances specific to any person or entity. You should not act upon the information contained in this publication without obtaining specific
professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in
this publication. The information contained in this material was not intended or written to be used, and cannot be used, for purposes of avoiding
penalties or sanctions imposed by any government or other regulatory body. CFO Edge, LLC, its members, employees and agents shall not be
responsible for any loss sustained by any person or entity who relies on this publication.
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