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The Coming Commoditization of 
Distribution: Disruption and What You 
Can Do About It



• Technology (especially AI) will revolutionize 
procurement

• Assortment and availability have been 
commoditized

• Generational change will drastically change 
customer expectations

• Distributors and their channel partners must adapt 
and innovate or die

CO N C LU S I O N S  U P  F RO N T

Disruption has reached 
the distribution industry



Artificial Intelligence Will 
Revolutionize Distribution



• Know your digital competitors
• Plan new capabilities
• Anticipate customer needs

You Must Understand 
Artificial Intelligence to:

Here’s a Quick Primer



• Programmers consulted with Chess experts
• Hard-coded calculations by hand
• Did not “learn” chess and could not improve
• Chess is a “finite” game

“It is not an artificial intelligence project in any way.” 
-Joe Hoane, IBM Deep Blue Programmer

Traditional Technology:



• Go is an “infinite” game
• AlphaGo fed data of average players
• Played against itself millions of times
• Beat an 18x world champion

Artificial Intelligence:

“AlphaGo dazzled its opponent with creative moves, one of 
which overturned hundreds of years of Go wisdom.”








Emergency: What Should You Do?



• Traffic Approaching: Distance, Speed

• Vehicle Speed

• Required Braking Distance

• Time to Impact

The AI System Has the Data You Don’t
• Traffic Behind Me: Distance, Speed

• Road Surface Grip/Traction Limits

• Deer’s Most Likely Next Action

• Shoulder Room, Left and Right



Emergency: What Should You Do?
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Autonomous Vehicles Will
• React Before You Can
• Have Data You Don’t
• Know What to Do
• Do it Immediately
• Save Your Life

AI Will Make it Safer to Sleep 
Behind the Wheel than Steer It



A Simplified AI System*

*Thanks to Dr. Michael Wu, Chief AI Strategist at 
PROS, for this model.

Big Data
Large pool of relevant data 
that can “feed” the ML 
algorithms

1
Model

Machine learning 
algorithms use data to 

learn to perform the task

2

Analysis/Decisions
• The model decides on 

the best action to take

3

Actions
The system takes action 
without human 
involvement

4Measurement & Feedback
Measure results and add 
the new data back into the 
model to make it “smarter” 
the next time

5

Artificial Intelligence Will Revolutionize Distribution





“Our vision is that Alexa will be the world's most 
knowledgeable product expert who knows you, in a 
store that sells everything – a digital product expert 
that is always available, with super-human 
knowledge of every product ever made.”

A L E X A  I S  CO M I N G

Amazon wants to remove the keyboard 
from the buying process





Inventory forecasting
• History
• Weather
• Economic data
• Upcoming promotions
• Anticipated price 

changes
• Google analytics
• Sentiment analysis

AI Use Cases in Distribution / 
Supply Chain

Delivery Operations
• Dynamic delivery routing
• Autonomous vehicle 

navigation

Asset Protection
• Facial recognition for 

access control
• Scanning for safety 

compliance
• Shrink reduction through 

anomaly detection

Product Data
• Gather, organize and match 

product attributes
• Translate between languages
• Match voice/image inputs to 

product data attributes

Warehouse Operations
• Robotic picking & packing
• Pallet & truck 

loading/optimization
• Order measurement driven 

packaging recommendations



Assortment and availability have 
been commoditized



Remember When 
Distribution Was Simple?
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Ian’s Wholesale

Hundreds of
Manufacturers

Distributor

Thousands of 
Customers
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Ian’s Wholesale

Hundreds of
Manufacturers

Distributor

Thousands of 
Customers
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For Customers
• Assortment
• Financing
• Product Availability
• Tech Support

For Manufacturers
• Geographic Coverage
• Product Availability
• Sales/Marketing
• Break Bulk

Ian’s Wholesale

Hundreds of
Manufacturers

Distributor

Thousands of 
Customers
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Other Supply-Side 
Players

Mfr Reps
Master 

Distributors

Ian’s Wholesale
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Buying Groups
Ian’s Wholesale

Master 
Distributors

Integrated Supply

Mfr Reps

Other Buy-Side 
Players
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Buying Groups
Ian’s Wholesale

Master 
Distributors

Integrated Supply

Mfr Reps

IansWholesale.com



IansWholesale.com

25

Buying Groups
Ian’s Wholesale

Master 
Distributors

Integrated Supply

Mfr Reps



Walmart.com /
Walmart for 
Business

Google Shopping



• Channel complexity exploding
• Every channel player takes margin
＝Every channel player adds cost
• This is not sustainable
• More mfrs selling direct
• Distributors are getting commoditized

C H A N N E L  M A D N ES S

Who’s Winning Right Now?

CONFUSED YET?



STO C K  VA LUAT IO N



• Amazon, Google, Walmart & Berkshire Hathaway in B2B
• Amazon is buying 120,000 delivery vehicles
• Fractional freight carriers (e.g., Uber Freight) offer new 

freight alternatives
• More manufacturers now selling direct
• Every player competing for the same sales
• Consolidation is inevitable

D I ST R IB UT ION  D I S R U PTI ON  U N D E RWAY

Distributors are getting 
commoditized

Ominous Signs in Distribution



Data as of 3Q2018

$1B
Amazon Business sales during 
first 12 months post-launch in 

2015

$10B
Current global annualized 

sales run rate

$1.2T
Forecasted 2021 online B2B 
ecommerce opportunity size

55
of the Fortune 100 

companies

+50%
of the 100 biggest US 

hospital systems

+40%
of the 100 most populous 

local governments

1+ million
Worldwide customer 

accounts

150+ thousand
Amazon Business sellers

$10+ billion
Global annualized sales

A M A ZO N B U S I N ES S  AC H I E V E M E N TS  I N  T H R E E  Y EA RS



A powerful value proposition.



BofA, Merrill Lynch, March 2019: 
• “We estimate Amazon Business at $34bn by 2023; [in ~10 years], it 

could generate $125B - $245B”

Uh oh.

Washington Post, Oct 1, 2019:
• 30% - 35% of third-party seller sales go back to Amazon. James 

Thomson, former Sr Mgr Business Development, Amazon

Morgan Stanley, Oct 8, 2018: 
• Est. Amazon makes ~20% EBITDA on 3rd party sales 



• Carry nearly all of your products: 
• Endless assortment is the “killer app” for marketplaces

• Deliver as well or better than you can
• Reach more customers than you can
• Understand customers better than you will
• Offer capabilities you can’t match
• Drive industry consolidation

T EC H N O LO GY -D R IV E N  A DVA N TAGES

Marketplaces Will

Google/Amazon/Walmart: War for the 
Future of Online Product Sales



• Amazon: Big but risky
• Amazon owns the relationship and gets 

the data it needs to replace you
• No sales reps or value-added services
• It’s very expensive

• Walmart? Maybe.
• Cheaper and nicer  [WTH?!] 

S H O U L D  YO U  S E L L  T H RO U G H  M A R K E T P L ACES?

Merchant Owned Marketplaces
Non-Merchant 
Marketplaces

Merchant Owned Marketplaces Riskier



Idea: Let’s Partner with Amazon’s Rivals to 
Build a Our Own Marketplace
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Distributors
•Assortment
•Availability
•Services

Partners
•Artificial Intelligence
•Software
•Delivery & logistics



Generational change will drastically 
change customer expectations



• Customer needs driven by “digital 
natives”

• Millennials & younger = 73% of global 
workforce by 2025

• More online research and buying
• Sales relationships lose much of their 

value
• Younger buyers will embrace AI-

enabled solutions.

IPUMS USA, University of Minnesota, www.ipums.org

US Data
D I G I TAL  N AT I V ES  =  O N L I N E  S H A R E  W I L L  G ROW



M I L L E N N IAL S  A D O PT  T EC H  FA ST EST  B U T  OT H E RS  C LO S E  B E H I N D
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“Millennials lead on some technology adoption measures, but Boomers and Gen Xers are also heavy 
adopters.” Pew Research Center, Washington, D.C. September 26, 2019. 
https://www.pewresearch.org/fact-tank/2019/09/09/us-generations-technology-use/ft_19-09-
03_digitaldividegenerations_1/.

https://www.pewresearch.org/fact-tank/2019/09/09/us-generations-technology-use/ft_19-09-03_digitaldividegenerations_1/


Distributors and their channel partners 
must adapt and innovate or die



• Industry consolidation
• Margin compression
• Market share erosion

I M P L I C AT I O N S O F  M A R K E T P L AC ES

• Focus on transactions
• No Services 
• No relationships

Threats Limitations

Retail is simple. B2B is complex. 



• Accept that disruption is here and accelerating
• Be a technology leader across your business
• Quantify your exposure to marketplaces
• Support marketplaces least likely to compete with you
• Build channel partnerships with players who are truly 

differentiated
• Learn to develop, price and sell hard-to-digitize services

F I V E  ST E P S  TO  T H R I V I N G  D U R I N G  D I S R U P T I O N

Add value with people – not just 
technology



• Engineering services
• Excel calculators
• Free flyers
• Graphic design
• Improve ergonomics
• In-house flyer printing
• In-plant surveys
• Increase product life
• Increase time savings
• Inside support for SMB 

customers
• JIT services

•Lead tracking
•Lean mfg consulting
•Procurement cost 
savings

•Marketing database
•Nationwide services
•New product tests
•Online calculators
•Online order 
tracking

•Online product flyer 
configurator

I SA  M A N U FAC T U R ERS’  R E P S  S E RV I C ES

•Attribute-based search
•Brand positioning 
consulting

•Counter days / open 
houses

•Custom tooling design
•EDI/PO resolution
•Email marketing services
•Email product alerts
•End user demos
•Energy savings expertise



•Online quote request
•Online SDS library
•Online store
•Online training
•OSHA compliance
•POS data analytics
•Product consolidation
•Product launch strategy 
planning

•Program selling 
proposals

• Promotions support
• Reduce safety risk
• Regrind services
• Regulatory information
• Reporting for senior 

management
• Same day shipping 

from stock
• Scorecard review
• SEO optimizing content 

for websites
• Shipment tracking

•Showroom 
merchandising

•Site assessments
•Speed & feed 
calculator

•Stocking warehouse
•Tech support
•Telemarketing
•Tradeshow support
•Will call
•Demo vehicles
•Joint sales calls
•MWBE qualification

I SA  M A N U FAC T U R ERS’  R E P S  S E RV I C ES



Thank you!
Ian Heller

Realresultsmarketing.com
ian@realresultsmarketing.com
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