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Distribution
has outgrown
traditional
finance

Distribution finance is being stress-tested
by volatility, and many financial systems
weren’t built to keep up.

Wholesale distribution has entered a period

where cost shocks, M&A integration, and margin
compression are no longer isolated challenges

to be addressed in sequence. They’re converging
simultaneously, and finance teams are expected

to navigate all three while maintaining control,
supporting operations, and protecting profitability.
The capacity to do so depends on systems designed
for today’s environment.

Unfortunately, these pressures aren’t short-term
disruptions—they’re structural shifts redefining
how distributors operate and compete. As tariff
volatility, consolidation, and margin pressure
intensify, the gap between operational activity
and financial visibility grows.

In this environment, finance can no longer function
as a downstream reporting function. Leaders need
timely, reliable insight into how decisions around
pricing, inventory, sourcing, and fulfillment affect
margin, cash flow, and short and long-term risk.
They also need the ability to act quickly without
introducing additional friction into operations.
Legacy ERP architectures were not designed to
support this level of alignment, and the operational
complexity distributors now manage exposes

that constraint.

This whitepaper explores what it takes to rebuild
financial control in a volatile distribution
environment. It outlines the pressures reshaping the

Sage

industry, explains why legacy financial architectures
struggle under these conditions, and identifies

the capabilities required to support faster, more
confident decision-making.

-

Executive takeaways

Delayed visibility means finance explains
losses instead of preventing them. When cost
changes arrive mid-quarter but batch-process
updates are monthly, margin erosion locks in
before finance can act.

Legacy ERP turns routine business
adjustments into IT projects. Systems prevent
finance from responding at the pace volatility
demands.

Disconnected systems force finance into
operational firefighting. Data discrepancies
surface as stockouts, pricing disputes, EDI
chargebacks, and billing delays extend beyond

\ reconciliation work.
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The five o
disruptions
reshaping
distribution
finance

1. Tariff volatility is breaking the
traditional pricing cycle.

Landed costs now shift faster than most distributors
can update pricing, creating a structural gap
between expected margin and actual margin.
Freight surcharges, duty increases, and supplier cost
adjustments arrive mid-quarter, but pricing updates
still follow monthly or quarterly schedules. By the
time finance reflects the change, the business has
already committed to customer pricing based on
outdated cost assumptions.

The impact on your team: For finance teams, this
creates a cycle of margin erosion that can only

be explained, not prevented. Distributors relying
on periodic cost reviews systematically misprice
inventory, locking in losses before finance can
identify or address them.

2. M&A is accelerating faster than
integration can keep up.

Deal volume in early 2025 hit record highs, with more
than $5 billion across 60+ transactions in wholesale
distribution alone, yet many finance teams are

still reconciling acquisitions from two years prior.
Each new entity brings its own ERP, pricing logic,
and financial close process, creating operational
fragmentation rather than the unified platform that
was expected.
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The impact on your team: Finance becomes the
integration bottleneck, managing parallel closes
and manual consolidations while leadership waits
for visibility. The longer integration delays persist,
the more value erodes through pricing inconsistencies,
reporting gaps, and service breakdowns.

3. Margin pressure is exposing cost-to-serve
blind spots.

Most distributors operate within a 3% net profit
margin, where a single unnoticed inefficiency

can reduce annual earnings. Yet true cost-to-

serve remains invisible until after profitability

has already eroded. Finance teams can report
revenue by customer and gross margin by product,
but the operational costs that determine actual
profitability get buried in aggregated expense lines.
Logistics, warehouse labor, administrative overhead,
and returns all affect margin differently across
customers, products, and channels, but without
granular visibility, finance cannot isolate where
pressure is building.

The impact on your team: Finance teams absorb
cost increases without knowing where to push back
or adjust. As costs rise across logistics, labor, and
administration, small inefficiencies multiply across
thousands of orders. Profitability deteriorates
gradually, showing up in financial statements only
after the window for proactive response has closed.

4. Customer expectations now require real-
time operational accuracy.

Buyers expect actual inventory levels, accurate
pricing, and reliable delivery dates at the point of
inquiry, whether through a portal, a sales rep, or

a customer service call. When sales teams make
commitments based on yesterday’s data, or when
customer service works from systems that don’t
reflect current warehouse positions, trust begins to
erode before the transaction even closes.

The impact on your team: Finance is expected

to provide the real-time visibility operations
needs to commit confidently. Each delayed answer
or subsequent correction weakens customer
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relationships. As digital-first competitors raise
expectations for speed and transparency, inaccuracy
becomes harder to recover from and more likely to
result in lost revenue.

5. Disconnected systems are creating daily
operational and financial risk.

Most distributors operate across a patchwork of
systems that were never designed to work together.
Legacy ERP, standalone warehouse management,
e-commerce platforms, EDI connectors, and
spreadsheet-based pricing tools exchange data
through manual exports, overnight batch jobs, or
fragile point-to-point integrations. When one system
updates, the otherslag. Inventory reflects one
position in the ERP, another in the warehouse system,
and something different on the website.

The impact on your team: Finance spends its
capacity reconciling discrepancies instead of
analyzing them. These disconnects surface as
operational failures with financial consequences—
inventory errors trigger stockouts, pricing
mismatches create disputes, EDI failures result
in chargebacks, and billing discrepancies delay
collections. As transaction volumes grow and
customer requirements become more complex,
finance becomes a data reconciliation function
rather than a strategic decision-support partner.

This dynamic reshapes the role of the finance team.
Instead of guiding decisions proactively, finance
dedicates more time to resolving discrepancies,
aligning data across disconnected systems, and
explaining historical results. Leadership looks to
finance for strategic insight, but finance remains
occupied reconciling last month’s activity while
the business moves forward without much-needed
financial context.

The limitation extends beyond effort or capability
to the systems that cannot support the speed and
alighment needed today.
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Legacy ERP
architectures
fall under
volatility

This inflexibility stems from system architecture,
not just process gaps or resource constraints. Most
distributors operate on ERP platforms designed for
a fundamentally different operating environment—
one where financial cycles were measured in months,
business structures were rigid, and integration
meant connecting a handful of systems rather than
orchestrating continuous data flow across dozens

of touchpoints.

Sage

These systems were built for periodic reporting,
not real-time visibility. Legacy ERP architectures
process transactions in batches, often overnight or at
scheduled intervals throughout the day. By the time
data moves from warehouse operations to inventory
records to financial reporting, hours or even days
have passed. Finance works with information that
reflects yesterday’s reality, which means decisions
about pricing, inventory allocation, and customer
commitments get made before their financial impact
can be assessed.

Legacy architectures assume single-entity
operations, not multi-site complexity. When
distributors grow through acquisition or expand
across multiple locations, legacy systems

struggle to maintain consistency. Each location
often requires its own instance, customization, or
workaround to accommodate local processes, which
creates the fragmentation that slows integration and
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prevents consolidated visibility. What should be a
unified view of inventory, pricing, and performance
becomes a patchwork of disconnected data sources
that finance must manually reconcile.

Business model changes require major IT
intervention rather than configuration. When
tariffs shift, when a new entity is acquired, when cost
structures change, or when customer requirements
evolve, legacy systems require configuration projects,
data migrations, or workarounds to accommodate

the new reality. What should be routine adjustments
become IT projects with timelines measured in weeks
or months, during which the business operates without
the system support it needs.

Real-world scenario: Consider what happens
when a distributor acquires a regional competitor.
The acquired business runs on a different ERP with
its own chart of accounts, pricing structures, and
close calendar. Legacy architecture forces the
following choices:

+ Force-migrate the acquisition to the parent’s
platform (potentially disrupting operations for
12-18 months)

* Run parallel systems indefinitely (creating
permanent fragmentation and double the
reconciliation work)

+ Build custom middleware to bridge the gap
(locking in technical debt that makes future
changes even more costly).

The limitations above compound under volatility.
The more frequently conditions change, the more
often finance needs to update cost assumptions,
pricing models, entity structures, or reporting
frameworks—and the more clearly legacy
architecture becomes the constraint preventing

the organization from responding effectively. This
becomes an architectural constraint that no amount
of process improvement can overcome.

SQSG FUTURE-PROOF FINANCE FOR DISTRIBUTION 7



Sage X3 enables ©

financial
agility in
distribution

Financial agility in distribution requires continuous
margin visibility, operational alignment across
finance and operations, multi-site and multi-entity
control, faster decision-making with consistently
reliable data, and resilience to cost shifts and
business model changes.

These capabilities depend on systems that keep
financial and operational leaders aligned as
conditions change. Sage X3 is a distribution-
focused ERP designed to support finance and
operations in complex, multi-site environments.

To address tariff-driven cost volatility, Sage X3
supports advanced costing and pricing controls that
enable finance teams to work with a clearer, more
current view of landed costs and profitability. By
reducing the delays between cost changes and pricing
decisions, organizations can respond to shifting
supplier costs, freight rates, and duties before margin
erosion locks in rather than discovering the impact
weeks later during financial close.

Distributors with this level of visibility can adjust
pricing almost immediately rather than weeks

when freight or duty costs change mid-cycle.
Organizations in the Forrester TEl study achieved
5 to 8 percent gross margin improvement through
improved pricing accuracy and cost visibility.

As M&A accelerates faster than integration can
keep up, Sage X3 supports multi-entity operations
with greater consistency in financial processes and
reporting. Finance teams can bring newly acquired
entities into a common consolidation framework
more efficiently, reducing the integration delays

Sage
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that create pricing inconsistencies, reporting
gaps, and operational misalignment across the
combined business.

Standardized multi-entity financial structures
allow teams to consolidate new operations without
managing parallel systems and inconsistent pricing
across newly combined entities. This approach

has been associated with up to 50 percent faster
monthly close cycles after standardizing ERP and
financial processes.

When margin pressure exposes cost-to-serve
blind spots, Sage X3 supports closer alignment
between financial and operational activity by
connecting data across inventory, procurement,
and fulfillment. This enables a clearer view of how
operational decisions affect financial outcomes,
allowing teams to make more informed tradeoffs
between service levels, cost, and cash rather than
absorbing cost increases without knowing where
the pressure originates. Earlier visibility into
profitability at the product, customer, or order level
allows teams to act before gradual margin leakage
across customers or SKUs becomes material.
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Pricing controls and clearer thresholds help reduce
leakage that would otherwise remain invisible.

Even modest improvements in pricing discipline
have been shown to support1to 2 percent

margin recovery, which becomes material in
low-margin environments.

As customer expectations require real-time
operational accuracy, Sage X3 provides a unified
view of inventory and financial data across locations.
By improving consistency in how data is structured
and accessed, it helps reduce the discrepancies
between sites that undermine sales commitments
and create service failures when teams cannot
reliably promise availability or pricing.

Distributors with unified inventory visibility

across sites can promise availability confidently
during customer interactions, with sales teams
committing to orders based on current stock
positions rather than yesterday’s data. This reduces
backorders, improves fill rates, and has been
associated with 2 to 3 percent revenue uplift from
eliminated lost sales when inventory accuracy
improves across locations.

When disconnected systems create daily
operational and financial risk, Sage X3 provides
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a more stable core for financial and operational
data. It helps limit reliance on fragile integrations
and manual data movement, lowering the risk of
discrepancies that surface as inventory errors,
pricing mismatches, EDI failures, and billing delays.

A more connected view of inventory across locations
helps teams rebalance without the overcorrection
that creates new problems, addressing situations
where excess inventory in one location pairs

with stockouts in another. Organizations have
reduced inventory levels by 10 to 15 percent while
maintaining service performance when inventory
visibility improves.

Together, these capabilities support a finance
function that operates with greater clarity and
control in all types of market conditions. Rather
than reacting to changes after they occur, finance
teams are better positioned to respond as conditions
evolve, with a stronger connection between
operational activity and financial outcomes. These
outcomes reflect what happens when finance and
operations stay aligned, the single source of data
remains consistent, and decisions are made with
a clearer understanding of their financial impact
and alignment to strategic objectives.
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Assessing

your readiness

for financial
control

The disruptions reshaping distribution finance

aren’t slowing down. Tariffs will continue to shift,
M&A activity will accelerate, margin pressure will

intensify, and customer expectations will keep

rising. The question is whether your finance function
can keep pace, or whether your systems will continue

to limit how you drive impact.

Assessing your readiness for
financial control

+ Canyou see margin by product, customer,
or channelin time to act?

* Howlong does it take to reflect cost
changes in pricing decisions?

* How many systems are involved in
reconciling inventory, orders, and
financial data?

* How quickly can you integrate a new
entity into a consistent financial and
reporting structure?

* How much time does your finance
team spend reconciling data versus
analyzing it?

~

/

These questions help surface whether your current

ERP can support the level of alignment, visibility,

and control your stakeholders now demand, or
whether legacy architecture has become the
constraint preventing your organization from
responding effectively.

SoSe

For distributors operating in complex, multi-site
environments where volatility, consolidation, and
margin pressure are constant, Sage X3 provides
the foundation required to move beyond reactive

finance. It provides the agility, scalability, and
resilience you need to deliver value in today’s
volatile environment.

Sage X3 is enterprise without
compromise. Explore Sage X3
with a product tour.
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