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Pricing — The Secret Ingredient
for Fastener Distributors

When it comes to pricing, fastener distributors have an enormous
job to do. Asingle distributor may have any or all of the following
pricing structures:

1. What the Market will Bear Pricing

2. List Prices with Discounts with Quantity Breaks

3. Cost Plus Pricing

4. Contract Pricing

5. Multiple Price Levels for the Same Customer by Product Line

6. Commission-Driven Pricing
The idea is to have the greatest variety of pricing possibilities
with the least amount of data entry and file maintenance. We
have addressed each of the above issues in The BUSINESS
EDGE 2.0 and our clients have a much easier time managing
price changes than users of other software. There are tools in
the software to apply global price and cost increases with a
percentage change. There is also extensive capability to upload
prices and cost from Excel spreadsheets. The result is accurate
and up-to-date pricing with a minimum of aggravation.

What the Market Will Bear Pricing

This method of pricing, which is very common in the fastener
industry is not common at all in other industrial distribution indus-
tries. Since fasteners are a commodity product and they typically
don’t have a list price or particular brand uniqueness, the prices
charged by distributors are often whatever they are able to get.
In order to do this and not give away precious margin, the soft-
ware system must provide a wealth of information quickly. The
most important information is how much this customer paid for
this product in the past.

The BUSINESS EDGE 2.0 [2) orders ® Products

ENTER & EDIT ORDERS - Detail Line

Order Number 26470439 Firm Order - Line 1
Customer 1007 AAA Distribution (Notes 12-11-08)
~/Availability
On Hand Available Branch Going Out Coming In
8,556 EA 3,456 EA 2,800 EA 5,100 EA 5,100 EA
Detail
Product Code 100C350KCSS ¥

Product Description M10-1.5 X 35 SOCKET CAP SCREW S/S

Classification ST1
Customer Part Number v
Extra/Non Stock Description

Quantity Ordered ) 5,000 | EA

Unit Sell (USD) I 0.40 | EA Last 10-02-11 $0.40 EA 10,000 EA I
e

Percentage Change 0.00000 | CHG%

List Price (USD) = 0.40 EA

Unit Cost (USD)
Customer Bin Location

0.18 | EA Avg Cost 0.18 EA Std 0.33 EA

Most Recent Purchases 03-11-09 $18.00 C, 03-02-09 $18.00 C,

Line Comments =

Of next importance is how much is the distributor paying and
are the costs rising or falling. Finally, it is important to know who
else is buying this product and how much they are willing to pay.

The BUSIESS EDGE 20 | (5 Product inqury

PRODUCTINQUIRY
Sales History

Product Code. 7sci00cs g | e e
Brghton GestParttumber @ s % Tl o0
Product Descrption Sy 1" Cap Screw 2012v10 so0 gm0 800
Last vear 1000 2000 500
Cassicatien Fas Last sales

Aermale Pat Hornber FA2si2s ~ | customer nvate ay Pice
AManutactuing Co.00.25-12 1500 20
= Avatabitey I Fiicher 062512 20 200
= PO Lubker Dsrbuton 062512 100 %000
nband  Available Branch  Goingout  Comingin e i e =
T0B00EA  BIOEA  GS0EA  2500EA o' I Flether 052612 20 200

~ conts & Prices Last s Recelpts
e e — Vendor Receed ay cost
1 051212 7500 1800
Deraut PO Cost 16,00 C Average Cost 1889 i o S G 80
i 02210 5000 200
e — < | Por orar10 1.000 2000

FOR or21.10 500 2000

List Prices with Discounts & Quantity Breaks

Many fastener distributors use List Prices and then offer various
categories of customers discounts based on type of business
or sales volume of the customer. Often, the customer can get
a better price if he or she buys a higher quantity. Package and
Bulk pricing follows the same pattern.

The BUSINESS EDGE 2.0 [2) orders ) Products
LIST PRICE DISCOUNT TABLES
Product Code HEXB004C0102GR8Y

Product Description 1/4"-20 X 1 1/2" Hex Head Cap Screw Grade 8 Yellow Zinc

List Price Table Code 3 75C

75C LIST PRICE DISC TBL

List Price Discount Tables

Table Description
Pricing Method

Default PO Cost $ 1957 C
List Price $ 4752¢C
Currency USD US Dollar
® £/ EExcel CIE-mail
Level  Level Description Quantty Break QtyU.. Chg FromList%  Sell Price Price UOM
1 LEVEL 1 0 EA 0.00 4752 C
1 LEVEL 1 100 EA 0.00 4752 C
1 LEVEL 1 350 EA -5.00 4514 C
1 LEVEL 1 500 EA -10.00 4277 C
2 LEVEL 2 100 EA 3.54 4584 C
2 LEVEL 2 300 EA 7.46 4398 C
2 LEVEL 2 500 EA -17.81 3006 C
3 LEVEL 3 0 EA -20.00 38.02 C
4 LEVEL 4 0 EA -20.00 38.02 C
4 LEVEL 4 1,000 EA -25.00 3564 C
4 LEVEL 4 1500 EA 30.00 3326 C
4 LEVEL 4 3000 EA -35.00 3089 C
5 LEVEL 5 0 EA -30.00 3326 C
6 LEVEL 6 0 EA -32.00 3231 C

Cost Plus Pricing

Cost Plus Pricing can have a similar arrangement with differ-
ent prices for various types of customers and quantities. The
cost basis can be either the Last Purchase Cost or a Standard
Cost. Using the Standard Cost enables the distributor to man-
age customer price changes more closely. For example, if the
distributor makes a great deal on one purchase, it doesn’t get
shared automatically with the customers.

The BUSINESS EDGE 20 | [J) Orders *| & Products J Product Inqui

STANDARD COST PRICE TABLES

Product Code 100C350KCSS

Product Description M10-1.5 X 35 SOCKET CAP SCREW S/S

List Price Table Code

Table Description

Pricing Method Standard Cost/Price Tables

Default PO Cost 18.00 C

List Price 5 0.40 EA

Currency USD US Dollar
) £ E)Excel HE-mail
Level Level Description Quantity Break Qty U. Chg From Cost % Sell Price Price UOM
GEN  GENERAL 0 EA 55.50 074 EA
GEN  GENERAL 25 EA 45.00 060 EA
GEN  GENERAL 75 EA 38.50 054 EA
GEN  GENERAL 150 EA 33.80 050 EA
GEN  GENERAL 250 EA 30.30 047 EA
RES  RESELLER 0 EA 35.00 051 EA
RES  RESELLER 25 EA 33.80 050 EA
RES  RESELLER 75 EA 32.30 049 EA
RES  RESELLER 125 EA 25.00 044 EA
RES  RESELLER 250 EA 20.00 0.41 EA
VOL  VOLUME 0 EA 45.00 060 EA
VOL  VOLUME 25 EA 35.00 051 EA
VOL  VOLUME 75 EA 33.80 050 EA
VOL  VOLUME 125 EA 30.30 047 EA

Contract Pricing

Contract Pricing is based on an agreement with the customer to
charge a specific price for a specific period of time for a specific
part. It is possible to have one price expiring on October 31 and
a new price going into effect on November 1, and it is all handled
automatically by the system. This eliminates errors and greatly
simplifies pricing management. Contracts can be reviewed and
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changed in Excel and uploaded in advance of the effective date,
so there doesn’t have to be a time crunch on getting the new
contract set up.

The BUSINESS EDGE 2.0 [2) orders | (2 Products
ENTER & EDIT ORDERS - Detail Line

Order Number 26470439 Firm Order - Line 2
Customer 1007 AAA Distribution (Notes 12-11-08)
+ Availability
On Hand Available Branch Going Out Coming In
8,120 EA -5,050 EA -8,550 EA 13170 EA 20,000 EA
Detail
Product Code CB0.187-24X1.250Z8 il
Product Description 3/16-24X1 1/4 CARRIAGE BOLT ZB
Classification ARS1
Customer Part Number ¥
Extra/Non Stock Description
Quantity Ordered 0 EA

Unit Sell (USD)
Percentage Change

65.21| C Last 01-20-11 $64.18 C 1,100 EA
28.88000 | CHG%

List Price (USD) 91 69' C Contract 65.21 10-31-12/10-31-13 I
Unit Cost (USD) 33.50 | C Avg Cost 33.19 C Std 35.00 C

Customer Bin Location

Most Recent Purchases 06-24-10 $33.50 C, 12-20-05 $33.50 C,

Line Comments =)

Multiple Price Levels for the Same Customer

Often, it makes sense to charge different price levels to the
same customer based on the customer’s purchases within a
particular product line.

By organizing the pricing under Customer Classifications, the
distributor can offer a single customer price level 4 on fasteners
because the customer buys lots of them and at the same time
give the customer level 2 (a higher price level) on lubricants
or another product line, because the customer doesn’t buy
very much.

By organizing the pricing into customer classes, only the master
list of price breaks has to be maintained, while there is an almost
infinite variety of prices being offered to customers.

The BUSINESS EDGE 2.0 =] Customer Classification =

ENTER & EDIT CUSTOMER CLASSIFICATION - PRODUCT CLASSIFICATION PRICE LEVELS

Customer Classification COM COMMERCIAL
Ll A|| E)Excel CAE-mail
From Invn Class To Invn Class Price Level
2 2 3
BLKN BLKN 3
FW FW 1
HCS HCS 4
HN HN 2
STUDS STUDS 2

Commission-Driven Pricing

A pricing method that is completely unique to the fastener indus-
try is Commission-Driven Pricing. Using this method of pricing
allows the salespeople to “write their own tickets”. They can
decide on a line-by-line basis in an order, how much to charge
the customer and how much commission they will make. This
puts the salespeople in a position where they are effectively in
business for themselves and it encourages maximum markups,
while at the same time leaving the decision in the hands of the

Dennis, R. Cowhey, CEO - Started Computer Insights in 1981.
He served for many years on the lllinois CPA Society Computer
Information Systems Committee. He is a frequent author of
articles for industry trade magazines. Before starting Computer
Insights, he served as Central District Manager for a division of
Litton Industries (now part of Rockwell), that offered inven-

The BUSINESS EDGE 2.0 (=) orders x

ENTER & EDIT ORDERS - Detail Line

Order Number 26470440 Firm Order - Line 1
Customer 1007 AAA Distribution (Notes 12-11-08)
~| Availability
On Hand Available Branch Going Out Coming In
43EA 43EA 43EA 0EA 0EA
Detail
Product Code 207.8.34 v
Product Description Forged Pipe Cap USA 3/4
Classification i)
Customer Part Number o’
Extra/Non Stock Description
Quantity Ordered 100| EA
Pricing Method T Last Sale Price/Class Price Levels
Unit Sell (USD) 81740 EA
ercentage change 0.00000  CHG%
List Price (USD) 3 8.1740| EA
Unit Cost (USD) 3.2696 | EA Avg Cost 3 2603 EA Std 3.2606 EA

Customer Bin Location

Most Recent Purchases 12-16-11 $3.2696 EA, 12-16-11 $3.2696 EA,

Line Comments =]

The BUSINESS EDGE 2
ENTER & EDIT ORDERS - Detail Line ¢
Order Number 26470440 Firm Order - Line 1 ¢
Customer 1007 AAA Distribution (Notes 12-11-08) £
'

~ Availability
on Hand Available Branch  GoingOut  Comingin The BUSINESS EDGE x
43EA 43EA 43EA 0EA 0EA ”» £ E)Excel CE-mail

Level Description List Price

Detat A 0% 130784

B 30% 98088
c_ 2% 8.1740
D 10% 65302
3 5% 49044
F 2% 40870

Displaying 1-6 016

Customer Bin Location

Most Recent Purchases 12-16-11 $3.2696 EA, 12-16-11 $3.2606 EA

Line Comments

salespeople who should know what the market will bear in
each case.

Instead of entering a price, the person entering the order
would simply select a Price Code (either a number or a letter)
that represents the Price Level that this product should be
sold for. The system calculates the price and the commis-
sion rate based on the code. Commission reporting is built
into the system and commissions can be paid on sales or on
cash receipts.

Price It Right Every Time

With this combination of pricing capabilities, The BUSINESS
EDGE 2.0 makes pricing a breeze.

Pricing is accurate and up-to-date without the hassle that is
often associated with this huge project. And the whole effort
couldn’t be easier.

For further discussion, contact Dennis R. Cowhey via email at
dcowhey@ci-inc.com, or visit the website listed below.

WWW.ci-inc.com (Ff)

tory control systems to retailers. Prior to that, he was a Credit
and Financial Analyst for National Credit Office division of Dun
& Bradstreet, Inc. Cowhey received his education at Chicago
City College and DePaul University.

Computer Insights provides the fastener industry with The BUSI-
NESS EDGE 2.0 software for efficient tracking of fasteners.

December 2 Fastener Focus  Xxx

®



