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The distributors who survive a market contraction are not the ones who cut the most. They are
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with the right system, the right data, and the right partner is a strategic reset — and the
distributors who reset smart do not just survive. They come back with better margins, cleaner
operations, and a business that actually makes money instead of just making revenue.
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ABOUT THIS SERIES

This paper is part of TurningPoint Systems’ Industry Guide series, alongside The Adoption
Mindset, The Family Business Technology Blueprint, The True Cost of Manual Operations, The
Compliance Minefield, and From Zero to Scale. For operational transformation guides, see our
four-part Growth Playbook series. Together, these resources provide the most comprehensive
content library in convenience wholesale distribution.

ABOUT THIS GUIDE

This guide was written for the distributor who is not looking to double in size next year. It is for
the one staring at rising costs, falling tobacco revenue, a warehouse that is too big, and a team
that is stretched too thin — trying to figure out how to come out the other side with a business
that still works. Based on 47 years of experience serving convenience wholesale distributors,
current 2026 industry data, and the real results of distributors who have made the transition
from survival mode to sustainable operation.
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A Note to the Distributor Who’s Thinking About Quitting

We know you're tired.

We know that sentence alone might make you put this down, because the last thing you need
right now is another vendor telling you what’s wrong with your business. You already know
what’s wrong. Your cigarette margins are getting crushed by state taxes that go up every few
months. Your customers are spending more on gas and groceries and less on the impulse items
that used to pay your bills. The warehouse that felt too small five years ago now feels half-empty.
And the system that ran your business when you were doing fifteen or twenty million dollars is
still running — it just does not have as much to do anymore.

You are not alone. Across the country, convenience wholesale distributors are facing the same
math: revenue down, costs up, margins thinner than the paper you are still printing pick tickets
on. Some are closing. Some are selling. Some are just running the same play slower, hoping the
market comes back.

This guide is for the ones who are doing something different. The ones who are choosing to get
smaller on purpose — not as a defeat, but as a strategy. The ones who are moving into a smaller
warehouse, trimming the SKU list, cutting the team to the essentials, and asking the question
that actually matters:

“Now that we’re lean, how do we make lean work?”

That question is the entire point of this guide. Because here is what we have learned in 47 years
of serving this industry: downsizing without modernizing is just slow quitting. But downsizing
with the right system, the right data, and the right processes? That is a strategic reset. And the
distributors who reset smart do not just survive — they come back with better margins, cleaner
operations, and a business that actually makes money instead of just making revenue.

We wrote this for you. Not for the distributor about to open their third warehouse. Not for the
one doing fifty million and shopping for a mid-market ERP. For you — the family business doing
three million, or eight million, or twelve million, who is staring at the same question every
distributor in a contracting market is staring at: can I afford to invest in technology right now?

The real question is: can you afford not to?
Let’s find out.

— The Team at TurningPoint Systems
Serving convenience wholesale distributors since 1978
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1. You’re Not Failing — The Market Shifted Under Your Feet

If your revenue is down, your first instinct might be to look inward. What did I do wrong? Did I
miss something? Should I have expanded into beverages sooner? Should I have held onto that
account?

Stop. Take a breath. And look at the data.

The Tobacco Tax Tsunami

In 2025 alone, ten states passed legislation increasing tobacco or nicotine excise taxes. Indiana
raised its cigarette tax by more than 200 percent — from $0.995 to $2.99 per pack. Maine
increased its cigarette tax from $2.00 to $3.50, the first hike in two decades. Illinois started
taxing nicotine pouches at 45 percent of wholesale for the first time. Lawmakers in at least 20
states introduced bills to tax nicotine pouches, and 15 more states have bills pending for 2026 to
extend taxes to newer nicotine categories.

In New York, Governor Hochul has proposed extending a 75 percent tobacco wholesale tax to
include nicotine pouches to fill declining tobacco tax revenue. Washington State now applies a
95 percent tax to all nicotine-containing products. Rhode Island taxes other tobacco products at
80 percent of wholesale price.

What does this mean for the sub-jobber or small distributor? Every tax increase compresses
your margin. In states like New York where cigarette margins are capped at 3 percent for sub-
jobbers, there is almost no room to absorb cost increases. When taxes go up, volume goes down
— customers either buy less, buy from reservations, or buy out of state. The revenue disappears,
but your rent, your payroll, and your delivery trucks do not.

THE NUMBERS ARE STARK

Convenience store operators report cigarette sales continuing to decline, while 25 percent of c-
store operators cite excise tax increases as a top concern. The illicit tobacco market — fueled by
tax disparities between states — continues to grow, diverting legal volume away from legitimate
distributors.

The Consumer Squeeze

It is not just tobacco. The entire convenience economy is under pressure.

Fuel prices reached $4.50 per gallon nationally by spring 2026. When gas is expensive,
consumers still come to the gas station — but they buy less inside. Data from Upside shows that
while c-store foot traffic is up year-over-year, the amount purchased per visit is declining. Flat is
the new growth for convenience retail in 2026.

Meanwhile, consumers are making harder choices. McKinsey’s research shows that 43 percent
of consumers now rank inflation as their top financial concern, and more than 60 percent of
Americans say they have changed or plan to change their buying habits in response to higher
costs. Deloitte found that four in ten Americans now demonstrate deal-driven or cost-conscious
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habits, and nearly seven in ten retail executives believe this represents a structural shift, not a
temporary response.

SNAP funding is projected to decline by $7.5 billion in 2026. Convenience store traffic among
SNAP shoppers has dropped sharply. Categories that can be deferred — snacks, beverages,
impulse items — are seeing the steepest declines. These are the categories that convenience store
owners buy from you.

WHAT THIS MEANS FOR WHOLESALERS

Your retail customers are selling less. They are ordering less from you. They are more price-
sensitive. They are choosing between stocking candy and paying for fuel to keep the store open.
And when they do order, they are buying smaller quantities of fewer items. This is not a problem
you created — it is a structural market shift affecting every layer of the supply chain.

The Consolidation Squeeze

At the retail level, consolidation is accelerating. Sunoco acquired Parkland for $9.1 billion.
Couche-Tard bought GetGo for $1.6 billion. Casey’s completed multiple acquisitions across
several states. Morningstar DBRS projects continued consolidation, with single-store operators
and smaller chains facing ongoing earnings pressure. Roughly 60 percent of U.S. convenience
stores are still operated as single-store locations — and many of those are your customers.

When a chain acquires an independent, the chain’s central purchasing typically replaces the
independent’s local distributor. Every consolidation event is a potential customer loss for you.

The Point: You Did Not Cause This

Taxes went up. Consumer spending shifted. Your customers are buying less, ordering less, and
in some cases, closing. The distributors who are losing revenue right now are not bad operators.
They are good operators caught in a market that changed faster than their systems could adapt.

The question is not what went wrong. The question is: what do I do now?
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2. The Downsizing Trap: Why Shrinking Without a Plan
Makes Everything Worse

Here is the most common mistake we see distributors make during a contraction: they downsize
by subtraction.

Revenue drops from eighteen million to ten million, so they lay off a couple of people, stop
taking as many deliveries, move into a smaller space, and keep running the same processes at a
lower volume. The thinking is logical: less business, less everything. Cut proportionally and ride
it out.

The problem is that waste does not shrink proportionally. In fact, as a percentage of revenue, it
gets worse.

The Waste Amplification Problem

Consider a distributor doing eighteen million with 2,000 SKUs, eight warehouse workers, and
five phone lines taking orders. When revenue drops to ten million:

Factor | At $18M At $10M (No Changes) Impact

SKU count 2,000 Still 2,000 Same catalog to manage,
but many items barely
move. Dead inventory
takes up space in a smaller
warehouse.

Phone orders 60/day 35/day Still need someone
answering phones. Same
process, fewer orders.
Labor cost per order goes

up.

Pick errors 2% error rate Still 2% Fewer orders, but each
error is more costly as a
percentage of revenue.

Delivery routes 8 routes 5 routes Fewer stops per route.
Driver cost per delivery
increases.

Purchasing Manual Still manual Overstocking a slow mover
ties up a larger share of
working capital.

Compliance Same MSA/state Same MSA/state Reporting requirements
do not shrink with
revenue. Same hours,
smaller business.

This is the downsizing trap: you get smaller, but the inefficiencies stay the same size. Your fixed
costs become a larger percentage of revenue. Your manual processes that were tolerable at
eighteen million become painful at ten million. The system that worked fine when you had
margin to spare is now actively costing you money you do not have.
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THE ANALOGY

You need a truck that gets 30.

What “Reset” Actually Means

Imagine you are driving a truck that gets 10 miles per gallon. At eighteen million in revenue, fuel
is an annoyance. At ten million, that same truck’s fuel consumption is eating your profit.
Downsizing without modernizing is like buying a smaller truck that still gets 10 miles per gallon.

A reset is not the same as a cutback. A cutback is reactive — less of everything. A reset is

strategic — the right things done better.

Cutback (Reactive)

Lay off people and hope remaining staff covers the gaps

Move to a smaller space and squeeze the same 2,000
SKUs into it

Keep the same system, just run it less
Answer fewer phone calls because there are fewer
orders

Run reports manually, just less often

Hope the market comes back

Reset (Strategic)

Right-size the team and give them tools that multiply
their output

Move to a smaller space with a curated, data-driven
SKU list

Deploy a system that automates what people used to do
manually

Let customers order through a portal so you do not need
phone lines

Get purchasing intelligence that tells you what to buy
and when

Build the foundation to grow from a position of strength

The rest of this guide is about how to execute the right column.

The Reset
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3. Know What to Sell and What to Kill — Inventory as
Strategy

This is the chapter that most distributors skip — and it is the one that matters most.

When you were doing eighteen million, carrying 2,000 SKUs made sense. Slow movers were a
rounding error. You could afford to stock that obscure cigarillo flavor because one customer
bought two cases a month and it did not hurt anything to keep it on the shelf.

At ten million, every shelf foot matters. Every dollar of inventory that is not turning is a dollar
you cannot spend on something that will. And if you are moving into a smaller warehouse, you
physically cannot carry the same catalog. Something has to go.

The question is: what?

Most Distributors Guess. The Smart Ones Use Data.

Here is what a typical distributor does when they need to cut SKUs: they walk the warehouse,
look at what is dusty, and pull it. Or they ask the salespeople what is selling. Or they go with gut
feeling and deactivate items one at a time.

This is the inventory equivalent of cleaning your garage by throwing away whatever is closest to
the door. You might hit some dead weight, but you are just as likely to cut something a profitable
customer orders regularly.

What you actually need is a system that can answer three questions. First, what has sold in the
last 90 days, and what has not? If an item has not moved in 9o days, it is a candidate for
deactivation. Not a certainty — some items are seasonal, some are critical to a key account — but
a candidate. The system should flag them. You make the call.

Second, what is your margin on everything that is selling? Revenue is not profit. A high-volume
item at 3 percent margin is less valuable than a medium-volume item at 18 percent margin.
When you are resetting, you want to optimize for profit per shelf foot, not revenue per SKU.

Third, what should you buy next, and how much? Demand-based purchasing intelligence looks
at your last 4-week sales, your 13-week average, what is on hand, what is on order, and your
safety stock level. Then it tells you: order 12 cases of this from Vendor A to cover the next two
weeks. Instead of running item-by-item reports for an hour, you review a smart suggestion in
ten minutes.

THE FIVE DECISIONS PRINCIPLE

In our Growth Playbook series, we identified that the first of five decisions that separate growing
distributors from stagnating ones is: clean your data before anything else. If your item database
has thousands of active items but you only sell 800 to 1,500, your inventory counts will never be
accurate, your customers cannot use self-service ordering effectively, and your team wastes time
navigating phantom data every day. For a distributor in reset mode, this is not optional — it is
the foundation everything else is built on.
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The SKU Audit: A Practical Framework

Category Action

A Ttems (top 20% by volume x Protect. Ensure never out of stock.

margin)

B Items (middle 30%) Maintain. Monitor for movement
into A or C.

C Items (bottom 50% by velocity) Evaluate. Keep only if tied to a

profitable customer.

Dead Items (no sales in 9o+ days) Deactivate immediately. Liquidate
remaining stock.

| Why

These are your profit engine.
Everything else exists to support
these.

Solid contributors. Keep them, but
watch for declining velocity.

Many are margin-negative when you
factor in shelf space, carrying cost,
and picking time.

In an 11,000 sq ft warehouse, they
are stealing space from items that
make money.

A modern ERP does not just store your inventory — it analyzes it. It shows you what is moving,
what is dying, and what you should be buying more of. When you are resetting to a leaner
operation, your ERP should be your inventory strategist, not just your bookkeeper.

The Reset

FROM THE FIELD: A SOUTHEAST DISTRIBUTOR IN RESET MODE

Despite flat top-line revenue in some periods, this distributor’s gross profit increased after
implementing a modern ERP. How? Better access to real-time reporting and inventory analytics
let them strategically shift toward high-margin SKUs. Costs went down, profits went up, and the
business operates on a smarter, leaner model. The owner cited the reporting engine as one of the
most valuable features: it pulls data in real time and exports to Excel for deeper analysis.
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4. Let Your Customers Order While You Sleep — Multiple
Paths, Minimal Staff

Here is the math that changes everything for a downsizing distributor:

If you have 600 customers and even 10 percent of them place one order per week through a self-
service portal instead of calling your warehouse, that is 60 phone calls you do not answer. At 15
minutes per call, that is 15 hours of labor per week — nearly half a full-time employee — that you
just freed up. Not by laying someone off. By giving customers a better way to order.

When you are running a lean team, every hour matters. The phone that rings during picking
time interrupts a picker. The order that comes in by fax at 4:55 PM means someone stays late. A
modern ordering platform does not replace your relationships. It protects them by making sure
your lean team spends its time on work that generates revenue instead of data entry that a
computer does better.

Four Ways to Take an Order

Channel How It Works | Why It Matters for a Reset
WebPortal (unlimited licenses, no Customers log in from any browser,  Your entire catalog is online 24/7.
extra cost) browse your catalog with images, Replaces printed catalogs.
see their pricing, view invoices, and ~ Customers discover products they
place orders. did not know you carry.

Phone App (i0S & Android) Store owners walk their aisles, scan ~ Barcode scanning eliminates
barcodes on empty shelves, and the  ordering mistakes. Customers who
app builds the order automatically. can see your full catalog with images

order more.

Sales Rep Ordering (via Portal or Your salespeople log in and place Reps stop calling the warehouse for

App) orders for customers on their iPad prices. Orders flow directly into the
or phone during store visits. ERP. No double-entry.

Traditional Order Entry (ERP For customers who still call in. Your ~ Even phone orders benefit from the

direct) team enters the order directly into system: automatic pricing, tax
the ERP with item lookup and real-  calculation, and inventory
time availability. deduction.

Manual orders per week deflected from phone and fax to self-
service portal at one mid-Atlantic distributor — with 2 fewer
employees needed

Start Where You Are, Not Where You Want to Be

Here is the advice we give every distributor in reset mode: do not try to launch everything at
once.

Phase 1 is view-only. Turn on the portal and let your customers browse your catalog, see their
invoices, and check their pricing — but do not enable ordering yet. This gets them comfortable
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with the platform, reduces phone calls, and costs you nothing extra because portal licenses are
unlimited.

Phase 2 is ordering. Once 20 to 30 customers are regularly logging in to browse, flip on the
ordering capability. The customers who are already browsing will start ordering. The ones who
are not will hear about it from the ones who are.

Phase 3 is expansion. Roll out the phone app. Give your salespeople tablet access. Add
promotional banners to the portal. By this point, you are not asking customers to change their
behavior — you are building on behavior they have already adopted.

FROM THE FIELD: A MID-ATLANTIC DISTRIBUTOR

Portal adoption grew from about 12 customers to 50 to 100 in roughly two years. They deflected
70 to 80 manual orders per week to the portal, freeing their customer service team to focus on
problems rather than data entry. Rework incidents — 4 to 5 daily mispick corrections — were
eliminated. The operations lead said the team feels lost without it if they ever have to go back to

paper.

FROM THE FIELD: A HIGH-GROWTH SOUTHEAST DISTRIBUTOR

Over 700 convenience store customers now order through the phone app regularly, with
adoption growing by 5 to 10 new customers per week. Some customers doubled their order size
simply because they could see the full product catalog for the first time. The operations manager
called the customer ordering platform the greatest benefit from the system.
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5. Pick It Right, Ship It Once — Lean Fulfillment for Lean
Teams

When you had eight warehouse workers, a mispick was an annoyance. Send the right item on
the next delivery, credit the wrong one, move on. When you have three warehouse workers — or
two, or maybe it is just you and your brother — a mispick is a disaster. It means someone has to
drive back, swap the product, issue a credit, and burn an hour that did not exist in the schedule.
In a lean operation, every error is amplified.

This is why fulfillment accuracy is not a nice-to-have for distributors in reset mode. It is a
survival requirement.

The Scan-Verify Layer

The simplest improvement a distributor can make is adding a verification station between
picking and shipping. An order comes in. The system generates a pick list. The picker pulls items
from the shelves. At the verification station, each item is scanned with a barcode scanner. The
system confirms the right item, right quantity, right customer. If something does not match, the
system flags it before the order ships.

This does not require RF handhelds, a warehouse management system, or a six-figure
investment. It requires a Bluetooth barcode scanner and an ERP that supports scan verification
at the packing station. Total hardware cost: under $300.

1in 50 —» 1in Error rate improvement documented at one Pacific Northwest
10.000 distributor after implementing scan-verified workflows
)

When You’re Ready: RF Scanning

The scan-verify station is the entry point. When your operation stabilizes and you are ready for
the next level, RF scanning with handheld devices takes the process deeper into the warehouse.
Pickers are guided by the system to the exact shelf location. Every pick is scanned and verified in
real time. Training drops from days to minutes — new hires can be productive in 10 to 15
minutes because the scanner tells them where to go and what to grab.

But here is the important thing: you do not need RF on Day 1. Start with the base ERP and the
scan-verify station. Get your data clean, your processes tight, and your team comfortable. Then
add RF when the business is ready.

FROM THE FIELD: A PACIFIC NORTHWEST DISTRIBUTOR

Picker productivity improved 2 to 3 times through scan-verified RF workflows. Warehouse
payroll dropped 12 to 15 percent. Error rates went from approximately 1 in 50 to 1 in 10,000 —
near-zero credits and near-zero retailer rechecks. 33 internal users and 347 portal and phone
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app customers. The operations team processes more orders with fewer people and dramatically
fewer mistakes.

FROM THE FIELD: A MULTI-LOCATION STARTUP DISTRIBUTOR

A growing wholesale distributor running two warehouse locations with a three-person core
team. Zero system issues in the first six months. Clean accounts receivable from day one.
Consistent month-over-month revenue growth. Proof that a lean team with the right system can
scale without adding unnecessary headcount.

Onboarding in Minutes, Not Weeks

Here is a hidden cost that lean operations feel acutely: turnover. When a warehouse worker
quits and the replacement needs two weeks of training to learn your paper-based system, you
are paying double labor for two weeks. With scan-guided workflows, the new hire is productive
in 10 to 15 minutes. The scanner tells them where to go. The system catches their mistakes. The
learning curve flattens from a mountain to a speed bump.

For a distributor with three warehouse workers, this is not a feature. It is insurance.
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6. The Compliance Maze — Taxes, Reporting, and Staying
Out of Trouble

If Chapter 3 was about knowing what to sell, this chapter is about making sure you can actually
sell it legally without spending half your week on paperwork.

The tobacco compliance landscape in 2026 is, not to put too fine a point on it, a nightmare.
Every state has different tax rates, different reporting requirements, different deadlines, and
different penalties for getting it wrong.

The State Tax Patchwork

State 2026 Situation | Distributor Impact

New York 75% tobacco wholesale tax proposed =~ Margins razor-thin. Tax calculation
for nicotine pouches. Sub-jobber errors equal compliance risk. Every
cigarette margins capped at 3%. invoice must show prepaid tax

correctly.

Indiana Cigarette tax jumped 200% (from Massive volume decline as
$0.995 to $2.99/pack). Taxes also consumers cross state lines.
increased on OTP, vapor, and Distributors lose volume without
nicotine pouches. losing fixed costs.

Tlinois Nicotine pouches now taxed at 45%  New product categories now taxable.
of wholesale (previously zero). Systems must be updated to
Vapor products up from 36% to calculate correctly or risk audit
45%. exposure.

Maine Cigarette tax up from $2.00 to Dramatic overnight cost increase.
$3.50/pack. OTP up from 43% to Pricing must be updated across all
75% of wholesale. products and all customers.

Washington 95% tax applied to ALL nicotine Inventory declaration adds
products regardless of derivation. administrative burden. Pricing

models need complete overhaul.

Rhode Island Nicotine pouches added to OTP at New reporting requirement for a

80% wholesale tax. product that was not taxed before.

And this is just six states. At least 20 states introduced nicotine pouch tax bills in 2025 alone.
The patchwork is getting more complex, not simpler.

What This Means for Your System

If your current system was built ten years ago by a local developer, it probably handles cigarette
tax calculation and basic MSA reporting. Maybe. But does it handle nicotine pouch excise taxes?
State-specific OTP wholesale tax rates that change every legislative session? Automated MSA file
generation in MultiCat format? Category-based quarterly reporting that breaks sales into
cigarettes, tobacco, taxable, non-taxable, and beverage by customer?

When you are doing eighteen million, you can afford to hire someone to manually reconcile the
tax reporting in Excel. When you are doing ten million with a two-person office, that compliance
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work either gets done by the owner at 9 PM, or it does not get done right. Neither option is
sustainable.

INDUSTRY-SPECIFIC ERP ADVANTAGE

An industry-specific ERP handles compliance natively because it was built for tobacco
distributors, not adapted from a generic inventory platform. MSA reporting fields — UPC, stick
count, tobacco code, report type — are built into product setup. Tax calculation is category-based
and configurable by state. Reporting generates the file formats that MSA and state agencies
require.

The MSA Reporting Reality

MSA reporting is not optional. If you sell cigarettes or tobacco, you report. The manufacturers
require it. The data flows to MSA through IDT file transfer. If your reporting is late, inaccurate,
or missing data, you risk losing manufacturer incentives, promotions, and in some cases, the
ability to purchase product at all.

A modern ERP generates the MSA file from your actual transaction data — no exporting to
Excel, no reformatting, no praying the column headers line up. You click generate, upload to
MFT, and you are done. What used to take 90 minutes takes five.

For the distributor in reset mode, every hour saved on compliance is an hour available for
selling, delivering, or planning. Those hours compound.
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7. The $27-a-Day Business Case — Why This Costs Less
Than Doing Nothing

Let’s talk about money. Because that is what this really comes down to.

We have heard every version of “I can’t afford it right now” in our 47 years. We understand it.
When revenue is down and you are cutting costs, the idea of adding a new expense feels like the
opposite of what you should be doing. It is like buying a gym membership when you can barely
afford groceries.

Except this is not a gym membership. This is a tool that makes the groceries cost less.

The Actual Numbers

A lean configuration for a small distributor — two base users and one POS station — looks like
this:

Item Monthly | Annual
Base License (2 ERP users) $540 $6,480

1 POS/Cash-and-Carry User $45 $540
Total Annual SaaS $585 $7,020
WebPortal (unlimited customer Included Included
licenses)

MSA & State Tax Reporting Included Included
Purchasing Intelligence Included Included

10 percent discount applied for annual billing. One-time implementation fee of $5,500 for Year 1 (40
hours of setup, data migration, and training). Unused hours banked for 12 months.

The ongoing cost of a cloud-based ERP with unlimited portal,
$27/ Day compliance reporting, purchasing intelligence, and scan
verification

What Does $27 a Day Buy You?

If $27/day prevents just ONE of these per week... Annual Value

One mispick requiring a return trip ($30 credit + driver ~ $3,900+/yr
time + fuel)

One stockout on a popular item ($150—$250 lost sale) $7,800—$13,000/yr

One hour of phone order entry that the portal could $2,600/yr

have handled

One hour of manual purchasing review that the system $2,600/yr
automates

One compliance error that triggers a state inquiry $1,000-$10,000+
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Any one of these justifies the cost. In practice, a modern ERP prevents all of them, every week,
simultaneously. The $7,020 annual investment pays for itself before you finish the second
month.

THE FAMILY MONEY PRINCIPLE

We wrote about this in our True Cost of Manual Operations guide, and it bears repeating here.
These businesses are spending family money. When the money being invested is the same
money that pays the mortgage and funds the children’s education, the threshold for investment
is higher. We respect that completely. Which is why we never ask a distributor to invest on faith.
We ask them to invest based on math — their own numbers, their own costs, their own waste.
The math does not lie, even when the gut says now is not the time.

What Doing Nothing Costs: A Conservative Estimate

For a distributor doing $8 to $12 million with manual processes:

Cost Category Conservative Annual Estimate

Manual order entry labor (phone/fax/handwritten) $15,000—$25,000
Mispick credits and rework $4,000-$8,000
Stockout lost sales (items out when customer orders) $10,000-$25,000
Overstock carrying cost (dead inventory in limited $8,000—$15,000
space)

Owner time on manual purchasing and compliance $12,000—$20,000
Server maintenance, backup, and IT support $2,000-$5,000
Catalog printing (2—4 runs/year) $2,000-$4,000
TOTAL Annual Cost of Manual Operations $53,000—$102,000

Against a $7,020 annual investment, that is a return of 7 to 14 times. Against a $12,520 Year 1
investment including implementation, it is a return of 4 to 8 times — in the first year.

This is not a technology upgrade. It is a cost reduction. The fact that it also positions you for
future growth is the bonus.
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8. Why This Decision Feels Harder When Revenue Is Down —
And Why a Real Partner Changes Everything

The preceding seven chapters have presented an operational and financial case. The math is not
complicated. The return on investment is documented, consistent, and for most distributors at
most revenue levels, overwhelmingly favorable. If this were a pure financial decision, it would
already be made.

It is not a pure financial decision. And any paper that presents ROI calculations and expects the
decision to follow automatically has missed the most important truth about how family business
owners in convenience distribution actually make choices.

The Weight of the Decision When the Business Is Contracting

Convenience wholesale distribution in the United States is dominated by family-owned
businesses — with Indian-American families representing the single largest ownership group,
alongside significant Middle Eastern, South Asian, and multi-generational white American
family operators. Across every one of these communities, a technology decision is never just a
technology decision. It is a family authority event.

When the business is growing, a technology investment feels like a growth bet. The family can
frame it as building toward something bigger. The emotional register is optimistic. The risk feels
proportional to the opportunity.

When the business is contracting, the same investment triggers a completely different set of
emotions. Revenue decline can feel like personal failure, even when the data in Chapter 1 proves
it is market-driven. When you are spending family money — not bank money, not investor
capital, but the same money that pays the mortgage and funds the children’s education — the
threshold for any new expense is higher. And when the community knows your business is
smaller than it used to be, the stakes of a visible investment decision extend beyond the balance
sheet.

FROM THE FIELD

We recently sat with a prospect who loved the product — he called it phenomenal and awesome,
and said so more than once. But when we got to the proposal, his tone shifted. His revenue had
dropped from roughly eighteen million to ten million since before COVID. He was moving into a
smaller warehouse. His brother handles the financial decisions. His father is part of ownership.
The objection was not about the product. It was about the timing — the feeling that adding a new
expense during a contraction was the wrong move, even when the math showed it was the right
one.

Honor, Family, and the Invisible Weight of the Decision

In South Asian family businesses, the concept of izzat — honor, dignity, collective reputation —
operates as a regulator of every major decision. Within patriarchal family structures, the family’s
reputation in the community is inseparable from the business’s reputation. A technology
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investment that succeeds brings honor. One that fails brings shame — not just to the person who
proposed it, but to the family name in the community.

When revenue is down, this dynamic intensifies. The patriarch who built the business through
instinct, resilience, and sixteen-hour days is already navigating a market that moved beyond
what his methods can handle. A son who proposes a technology investment during a contraction
is not, in the family’s emotional register, proposing a software purchase. He is proposing that his
father’s methods are insufficient — at exactly the moment when the father feels most vulnerable.

Middle Eastern family businesses operate through a parallel framework — sharaf — where
family honor and business reputation are inseparable. The patriarch’s authority over major
decisions is deeply respected, and a son or operations manager proposing to overhaul systems
during a downturn must navigate the same tension: how do you advocate for change without
appearing to criticize what came before?

Multi-generational white American family distributors face a less formalized but equally real
version of the same dynamic. The founder who built a twenty million dollar distribution
business from a single truck may not hold a cultural title that confers absolute authority, but his
opinion carries the same weight in practice. He may not say he opposes the investment — he
may simply express skepticism repeatedly until the proposal dies of its own weight.

THE REFRAME THAT CHANGES THE CONVERSATION

The distributor who invests during a contraction is not admitting failure. He is protecting what
the family built. The reset is not a verdict on the patriarch’s methods. Those methods built
something real — and what the family needs now is a system that preserves the core of what was
built while making it sustainable at a different scale. That is not criticism. That is stewardship.

Why Peer Proof Matters More Than Any Vendor Pitch

Research on technology adoption in collectivist cultures — the cultures that dominate
convenience wholesale distribution — has documented a finding that reshapes how this decision
actually gets made. In individualistic cultures, the innovation effect dominates: people evaluate
technology independently, based on features and ROI. In collectivist cultures, the imitation
effect dominates: people adopt technology because trusted peers have already adopted it.

A single phone call from a respected operator in the community who says it worked for us
carries more weight than any white paper, any ROI analysis, any feature comparison. Including
this one. The distributor who is hesitating does not need another pitch. He needs to hear from
someone like him — someone who was running a similar operation, facing similar pressures,
serving similar customers — who made the switch and came out better.

That peer-to-peer transfer is the mechanism through which the reset mindset actually spreads.
It is why we invest in connecting our customers with each other, not just with us.

What a Real Partner Looks Like
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Here is the truth that separates a strategic reset from an expensive mistake: software alone will
not save a contracting business. Software in the hands of a vendor who does not understand
your industry, your compliance requirements, your tax calculations, or your family dynamics
will create more problems than it solves.

The partner you need during a reset has three characteristics that no amount of marketing can
fabricate:

They have been through this before. Not a market contraction in some other industry —
this industry. They have watched tobacco taxes go up, MSA requirements tighten, consumer
spending shift, and consolidation accelerate. They know what happens to distributors who
modernize during tough times and they know what happens to distributors who do not. That
knowledge comes from decades in this market, not from reading a trade publication.

They know what you report. New York prepaid cigarette tax calculated by product category
on every invoice. MSA file generation in MultiCat format. Quarterly state reporting by category
— cigarettes, tobacco, taxable, non-taxable, beverage. These are not features you can add to a
generic ERP with a configuration setting. They are built into the DNA of a system designed for
this industry, or they are not there at all.

They do not disappear after implementation. The vendor who sells you a system and says
good luck is not a partner. The partner who calls you proactively — not because you reported a
problem, but because they want to make sure you are succeeding — is the one who will be there
when the market shifts again. And it will shift again.

FROM THE FIELD

One distributor described the partnership this way: when the customer engagement team
reached out proactively — not because of a problem, but simply to make sure the operation was
succeeding — it reinforced that they had chosen the right partner. The vendor is invested in the
distributor’s growth, not just the subscription.

A FAMILY BUSINESS SERVING FAMILY BUSINESSES

TurningPoint Systems was founded in 1978 by Elery LeBlanc and Gene Beers. It is led today by
the second generation, with the third generation active in sales and operations. We did not read
about family business succession in a textbook — we lived it. We know what it means to
modernize a family operation while respecting the people who built it. We know the weight of
spending family money on a technology decision. And we know that the distributors who trust us
with their reset are trusting us with something more than a software installation — they are
trusting us with the next chapter of their family’s business.
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9. The 90-Day Reset: From Contract to Comeback

You have seen the data. You understand the costs. Now let’s talk about what actually happens
when you pull the trigger.

The 9o0-day reset is not a theory. It is a tested implementation sequence that has been executed
with distributors ranging from three million to sixty million in revenue. For a distributor in reset
mode, the timeline is often shorter because the data scope is simpler — you are importing
current-year data, not decades of history.

Days 1-30: Clean the Foundation

Task What Happens \ Why It Matters

Data Audit Export your item, customer, and Clean data is the foundation. Every
vendor files. TPS reviews, cleans, other improvement depends on this.
and maps them to the ERP
structure.

SKU Rationalization Using your sales history, identify Your new space does not have room
A/B/C/Dead items. Deactivate dead  for 2,000 SKUs. Get to the 800 to
SKUs. Flag C items for review. 1,200 that matter.

System Configuration Your implementation manager sets ~ Done once, done right. Every future
up tax tables, MSA codes, invoice invoice, report, and tax calculation
formats, pricing rules, and user flows from this setup.
accounts.

Training Sessions 1—4 Four one-hour sessions covering Your team is entering orders and
order entry, invoicing, POS, and printing invoices by Day 20.

basic reporting.

Days 31-60: Operationalize

Task What Happens | Why It Matters

WebPortal Launch (View-Only) Turn on the portal. Invite 20 to 30 Builds familiarity. Reduces phone
key customers to browse the catalog  calls. Costs nothing.
and view invoices.

Parallel Testing Run real orders through the new Proves the system works with your
system alongside your old system data, your products, your customers.
for one week.

Purchasing Setup Configure vendor lead times, safety ~ The first time you see a purchase
stock levels, and demand order suggestion that matches your
parameters. gut — but took 10 minutes instead of

an hour — you will understand.

Training Sessions 5—7 Purchasing, compliance reporting, You now control every core function
and portal administration. of the system.

Days 61-90: Go Live and Optimize

Task What Happens | Why It Matters
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Go Live

Portal Ordering

Performance Baseline

Training Sessions 8—10

The Reset

Final inventory count. Clear test
data. Flip the switch.

Enable ordering on the WebPortal
for early adopters.

Capture your first 30 days of data:
orders processed, errors caught,
portal adoption, purchasing time
saved.

Advanced reporting, customer
account management, and phone
app setup.

THE WAREHOUSE MOVE ADVANTAGE

If you are moving to a smaller space during this 9o-day window, you have a unique opportunity.
You are already disrupting your operations for the move. Adding a system transition does not
create double disruption — it creates a single, coordinated reset. New building. New system. New
processes. Clean start.

If you are moving to a new
warehouse, this is your chance to go
live at the new address with clean
data and clean processes.

The customers who have been
browsing for 30 days are ready to
order. Let them.

This is your baseline. Everything
you measure from here is proof that
the reset is working.

Your team is self-sufficient. TPS
transitions from implementation to
ongoing partnership.
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10. Rebuilding from a Position of Strength

Let’s end the doom and gloom and talk about what happens after the reset.

The distributor who resets lean and smart does not stay small forever. They rebuild — but they
rebuild with advantages they never had at their peak:

Clean data. Every item in the system is active, accurate, and selling. No ghosts, no duplicates,
no guessing.

Real margins. You know exactly what you make on every product, every customer, every
route. Decisions are data-driven, not gut-driven.

Automated ordering. When new customers come — and they will — they onboard to the
portal, not to your phone line. Growth does not require proportional headcount.

Compliance handled. Tax changes, MSA updates, state reporting — the system adapts. You
do not hire a bookkeeper every time Albany passes a new tax bill.

Scalable infrastructure. The cloud-based ERP that runs 600 customers also runs 1,200.
Adding capacity means adding a user license, not a server.

This is the difference between a business that shrank and a business that reset. The one that
shrank is running the same broken processes at lower volume, waiting for the market to recover.
The one that reset is operating efficiently at current volume and ready for recovery when it
comes.

The Products Are Shifting — Are You Ready?

Here is the optimistic news buried in all the tobacco tax data: the market is not dying. It is
transforming. While traditional cigarette volume declines, nicotine pouches are the fastest-
growing category in convenience. Beverages, snacks, and prepared foods are where c-store
operators are investing for growth. Your customers need distributors who can carry and deliver
these evolving product mixes — and who can adapt pricing, tax treatment, and reporting as the
categories shift.

A generic system built for cigarettes and candy in 2008 cannot adapt to nicotine pouch tax
categories and changing state regulations. A modern, industry-specific ERP can. The distributor
who resets now is positioned to ride the product mix transition instead of being buried by it.
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11. The Choice Is Yours

We have laid out the data. We have shown the math. We have shared the stories of distributors
who have made the transition. Now it comes down to you.

There are three paths from where you are right now:

Path 1: Keep going as-is. Run the same manual processes at lower volume. Absorb the
increasing compliance burden personally. Watch the cost of doing nothing compound while
hoping the market recovers. Some distributors will survive this way. Many will not.

Path 2: Sell or close. This is a legitimate choice, and we respect it. If the math does not work,
the math does not work. But make sure you are making this decision based on actual numbers,
not on the feeling of being overwhelmed by a market that moved faster than your system could
keep up. Some distributors who think they cannot make it are actually sitting on a profitable
operation that is being obscured by waste.

Path 3: Reset. Get lean on purpose. Clean the data. Optimize the inventory. Automate the
ordering. Fix the compliance. Give your team tools that multiply their output. And build a
foundation that lets you grow when — not if — the opportunity returns.

We have been in this industry for 47 years. We were here before the MSA. Before e-commerce.
Before COVID. Before $4.50 gas. We have watched the distributors who invest in their
operations during tough times emerge stronger on the other side. And we have watched the ones
who do not.

The pattern is always the same: the ones who reset come back. The ones who just cut, do not.

To run your business on a modern, cloud-based ERP with
unlimited portal, compliance automation, purchasing intelligence,
$27/ Day and scan verification. That is less than the cost of one mispicked
delivery. That is less than one hour of manual compliance work.
That is the cost of a comeback.

Ready to talk? Start here.

Schedule a 30-minute operational review with our team. No pitch. No pressure. We will walk
through your current workflows and show you where the biggest gains are hiding.

turningpointsystems.com | (978) 880-2900

The Reset 24



TurningPoint Systems Industry Guide | The Reset

TurningPoint Systems Resource Library

This paper is part of TurningPoint Systems’ growing library of resources for convenience
wholesale distributors. Each guide stands alone, but together they provide the most
comprehensive resource library in the industry.

Industry Guides
THE RESET (This Paper)

A distributor’s guide to downsizing smart, rebuilding lean, and coming back stronger. For distributors
experiencing revenue contraction who need to reset their operations at a sustainable scale.

THE ADOPTION MINDSET

Why the most successful distributors do not bring their old processes to new technology. The psychology
of process change, cultural dynamics, and how peer proof breaks through when vendor pitches cannot.

THE FAMILY BUSINESS TECHNOLOGY BLUEPRINT

How to modernize your family distribution business without losing what made it great. The three-
generation curse, how family distributors make technology decisions, and a 90-day readiness roadmap.

THE DATA CASE FOR MODERNIZATION

Why the numbers say small wholesale distributors cannot afford to stay on manual systems. Industry
survival data, the daily bleed calculator, digital buyer expectations, and succession valuation impact.

THE COMPLIANCE MINEFIELD

Navigating MSA reporting, state tax compliance, and manufacturer requirements — and how the right
systems turn compliance from a burden into a competitive advantage.

FROM ZERO TO SCALE

The complete guide for new and early-stage convenience wholesale distributors building their operations
from the ground up.

THE TRUE COST OF MANUAL OPERATIONS

CFO-grade financial analysis of what manual processes actually cost your business. Five hidden cost
categories, a daily bleed calculator, and a 30-day self-audit framework.

The Growth Playbook Series

A four-part operational transformation series backed by industry research, real customer data, and nearly
five decades of distribution expertise.

PART 1: THE GROWTH DECISION — The foundational case for strategic technology
investment.
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PART 2: THE ROAD TO RF EFFICIENCY — How paper picking bleeds margins and how
RF scanning delivers 2—3x productivity.

PART 3: TURN YOUR APP INTO A SALES WEAPON — How your mobile app is a
competitive weapon and a revenue growth engine.

PART 4: CHOOSING THE RIGHT ERP — The buyer’s guide with the 23-point vendor
evaluation framework.

Together, these eleven resources cover the complete territory: industry data and context (Industry
Guides), operational transformation (Growth Playbook Parts 1—4), and the mindset that makes
transformation stick (The Adoption Mindset). The fastest-growing distributors in our network use them
all.
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Sources & Data Attribution

Every statistic in this paper is drawn from published research or verified customer data. Sources are listed
below for verification.

CSP Daily News (2025—2026): State tobacco and nicotine tax legislation coverage, convenience store industry trends,
and FDA/regulatory analysis.

C-Store Dive (2026): Convenience retailing trend analysis.

MultiState Policy (2026): State tobacco legislation database and analysis.

Tobacco Insider (2026): State-by-state tobacco and vape tax database.

Petrosoft (2026): Tobacco Tax Guide 2026.

Upside / Dr. Thomas Weinandy (2026): Retail fuel trend tracking, April 2026.

Numerator (2026): SNAP spending analysis and consumer behavior shifts.

Deloitte Insights (2026): 2026 Retail and Consumer Products industry outlooks.

McKinsey & Company (2025—2026): ConsumerWise Survey, B2B Pulse Survey, State of the U.S. Consumer.
National Retail Federation (2026): State of Retail & the Consumer.

Morningstar DBRS (2026): North American Fuel Retail and Convenience Store Outlook.

NACS (National Association of Convenience Stores): Industry benchmarking data and U.S. convenience store counts.
PDI Technologies (2025): Pulse of Convenience Report.

NAW / SPARXiQ: Distribution Performance Benchmarks.

Bureau of Labor Statistics (2024): Business Employment Dynamics, Wholesale Trade Survival Rates.
Goldman Sachs / Bonnie Herzog (2025): Illicit e-vapor market analysis.

National Association of Tobacco Outlets / David Spross (2025—2026): State legislative analysis.

TurningPoint Systems Customer Data: Anonymized and verified outcomes from QwikPoint ERP customers,
confirmed through operational records and customer-validated during peer exchanges.
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About TurningPoint Systems

TurningPoint Systems has been serving convenience wholesale distributors since 1978. Founded
as a family business by Elery LeBlanc and Gene Beers, TPS has grown alongside the distributors

it serves — evolving from a regional software provider into a strategic technology partner serving
family-owned distribution operations across the United States.

QwikPoint, the company’s cloud-based ERP platform, was built from the ground up for
convenience, tobacco, and candy wholesale distribution. It includes integrated CRM, inventory
management, purchasing intelligence, warehouse operations (paper-based through RF
scanning), multi-channel customer ordering (WebPortal, mobile app, sales rep tools), POS for
cash-and-carry, MSA and state tax compliance reporting, and real-time analytics.

TPS is led today by the second generation, with the third generation active in sales and field
operations. The company’s customer engagement philosophy is grounded in a simple principle:
the vendor’s job is not done when the software is installed. It is done when the distributor is
succeeding.

turningpointsystems.com | (978) 880-2900 | sales@turningpointsystems.com

© 2026 TurningPoint Systems, Inc. All rights reserved.

This guide may be shared freely with wholesale distributors. For the latest version, visit turningpointsystems.com/resources
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