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Warehouse Management System: Streamline operations, 

maximize efficiency 

A Warehouse Management System (WMS) is a software application designed to optimize 

and automate various processes within a warehouse. It helps manage the flow of goods, 

from receiving and storing inventory to picking, packing, and shipping orders. 

Here's a breakdown of its features, benefits, and considerations for small businesses: 

Salient Features: 

 Inventory Management: Track inventory levels in real-time, manage stock locations, 

and set reorder points. 

 Order Management: Process orders efficiently, track order status, and optimize 

picking routes. 

 Receiving and Put-away: Manage incoming goods, assign storage locations, and 

update inventory records. 

 Picking and Packing: Automate picking processes, generate packing lists, and 

ensure accurate order fulfillment. 

 Shipping Management: Generate shipping labels, track shipments, and integrate 

with shipping carriers. 

 Reporting and Analytics: Gain insights into warehouse performance, identify areas 

for improvement, and track key metrics. 

Benefits: 

 Increased Efficiency: Automates manual tasks, reduces errors, and improves order 

fulfillment speed. 

 Improved Inventory Control: Real-time visibility into stock levels minimizes 

stockouts and overstocking. 

 Enhanced Accuracy: Reduces picking and packing errors, leading to higher 

customer satisfaction. 

 Cost Savings: Optimizes warehouse space utilization, reduces labor costs, and 

improves overall operational efficiency. 

 Data-Driven Decisions: Provides valuable data and insights to optimize warehouse 

operations and strategies. 

Disadvantages: 

 Implementation Costs: Requires initial investment in software, hardware (e.g., 

scanners), and potential training. 

 Complexity: Feature-rich systems might require some learning curve for small 

teams. 

 Integration Challenges: May require integration with existing accounting or ERP 

systems. 
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Warehouse Management Strategy for Small Businesses: 

 Define Needs: Clearly identify your warehouse operations and the functionalities you 

need in the WMS. 

How-to: 

o Analyze your current warehouse operations: Identify pain points, 

inefficiencies, and areas for improvement. 

o Map out your existing warehouse processes: Receiving, put-away, picking, 

packing, shipping, and inventory management. 

o Consider your inventory volume and types of products stored. 

o Determine your desired level of automation and features needed (e.g., basic 

inventory tracking vs. advanced picking optimization). 

o Involve key stakeholders in the process: Warehouse manager, operations 

team, and finance department. 

 Prioritize Features: Focus on features that address your biggest pain points and 

offer the highest return on investment. 

How-to: 

o List all desired features in a WMS: 

o Inventory management: Real-time stock levels, location tracking, reorder 

point alerts. 

o Order management: Efficient order processing, picking route optimization, 

status tracking. 

o Receiving and put-away: Streamlined receiving process, barcode scanning, 

storage bin allocation. 

o Picking and packing: Automated picking lists, packing instructions, error 

checking. 

o Shipping management: Label generation, carrier integration, shipment 

tracking. 

o Reporting and analytics: Performance metrics, data visualization, trend 

analysis. 

o Rank features based on their potential impact on your defined needs: 

o Prioritize features that address your biggest pain points (e.g., reducing picking 

errors, improving inventory accuracy). 

o Focus on features that offer the highest return on investment (e.g., faster 

order fulfillment leading to higher customer satisfaction). 

 Scalability: Choose a WMS that can grow with your business needs and inventory 

volume. 

How-to: 
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o Choose a WMS that can adapt to your future growth: 

o Consider cloud-based solutions that offer flexible storage and user capacity. 

o Look for modular systems that allow you to add functionalities as your needs 

evolve. 

o Ensure the WMS integrates with existing systems like accounting or ERP 

software. 

 Cost-Effectiveness: Consider budget constraints and opt for solutions with 

affordable pricing models. 

How-to: 

o Set a realistic budget for your WMS implementation: 

o Factor in software licensing fees, potential hardware costs (scanners, 

printers), and implementation/training expenses. 

o Consider subscription-based pricing models that scale with your usage. 

o Evaluate the long-term benefits of a WMS: increased efficiency, cost savings, 

improved customer satisfaction. 

By following these steps and carefully defining your needs, prioritizing features, and focusing 

on scalability and cost-effectiveness, small businesses can develop a successful warehouse 

management system strategy and select the right tool to optimize their operations and 

achieve their business goals. 

Key KPIs for Warehouse Management: 

 Order Fulfillment Accuracy: Percentage of orders fulfilled correctly and on time. 

What it measures:   

The percentage of orders fulfilled correctly and on time. This includes picking the 

right items, packing them accurately, and shipping them within the promised 

timeframe. 

How to calculate: 

o Track the number of orders fulfilled correctly and on time within a chosen 

period (e.g., month, quarter). 

o Divide the number of accurate and on-time orders by the total number of 

orders fulfilled. 

o Multiply the result by 100 to express it as a percentage. 

How to improve: 

o Implement barcode scanning for accurate picking and packing. 

o Utilize pick-to-light systems to guide pickers efficiently. 

o Conduct regular order accuracy checks and audits. 

o Train warehouse staff on proper picking and packing procedures. 
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o Integrate your WMS with shipping carriers for real-time tracking and 

confirmation. 

 Inventory Turnover Ratio: Measures how often inventory is sold and replaced. 

What it measures:   

Measures how often inventory is sold and replaced within a specific period (usually a 

year). A higher ratio indicates efficient inventory management and minimizes holding 

costs. 

How to calculate: 

o Gather data on your Cost of Goods Sold (COGS) and average inventory 

value for the chosen period. 

o Calculate the average inventory value using the formula: (Beginning Inventory 

Value + Ending Inventory Value) / 2 

o Divide the COGS by the average inventory value. 

How to improve: 

o Implement accurate demand forecasting to avoid overstocking. 

o Set optimal reorder points to prevent stockouts. 

o Analyze inventory turnover by product category and identify areas for 

improvement. 

o Implement strategies like just-in-time inventory management to minimize 

holding costs. 

 Warehouse Space Utilization: Percentage of available warehouse space effectively 

used for storage. 

What it measures:   

The percentage of available warehouse space effectively used for storage. This 

helps identify potential space optimization opportunities. 

How to calculate: 

o Determine the total available storage space in your warehouse (square 

footage or cubic meters). 

o Measure the space currently occupied by inventory and other equipment. 

o Divide the occupied space by the total available space and multiply by 100 to 

express it as a percentage. 

How to improve: 

o Implement efficient storage layouts to maximize space utilization. 

o Utilize vertical storage solutions (e.g., pallet racks) to optimize height. 

o Conduct regular warehouse organization and decluttering initiatives. 

o Consider outsourcing storage for less frequently accessed items. 
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 Picking Efficiency: Average time it takes to pick and pack an order. 

What it measures:   

The average time it takes to pick and pack an order. This reflects the overall 

efficiency of your picking process. 

How to calculate: 

o Track the time it takes to pick and pack a sample of orders. 

o Calculate the average picking time per order. 

How to improve: 

o Implement zone picking strategies to optimize picker movement. 

o Utilize batch picking for multiple orders with similar items. 

o Invest in picking technologies like pick-to-light systems. 

o Train pickers on efficient picking techniques and order consolidation. 

 Shipping On-Time Rate: Percentage of orders shipped within the promised 

timeframe. 

What it measures:   

The percentage of orders shipped within the promised timeframe. This directly 

impacts customer satisfaction and delivery performance. 

How to calculate: 

o Track the number of orders shipped on time within the promised timeframe. 

o Divide the number of on-time shipments by the total number of orders 

shipped. 

o Multiply the result by 100 to express it as a percentage. 

How to improve: 

o Integrate your WMS with shipping carriers for real-time tracking and updates. 

o Set realistic shipping timeframes based on order complexity and location. 

o Implement efficient order processing procedures to minimize delays. 

o Track and analyze shipping delays to identify and address root causes. 

By tracking and analyzing these KPIs, small businesses can gain valuable insights into their 

warehouse operations, identify areas for improvement, and implement strategies to optimize 

efficiency, minimize costs, and enhance customer satisfaction. Remember, consistent 

monitoring and data-driven decision-making are key to optimizing your warehouse 

performance. 

Warehouse Management Tools for Small Businesses: 

 Zoho Inventory: User-friendly and affordable solution with core WMS functionalities. 
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 Fishbowl Inventory: Offers advanced features for complex inventory management. 

 ShipStation: Focuses on streamlining order fulfillment and shipping processes. 

 Cin7: Cloud-based solution with integrated inventory and order management. 

 Finale Inventory: Simple and affordable option for basic warehouse operations. 

Choosing the Right Tool: 

o Evaluate your needs and budget. 

o Consider user-friendliness and ease of implementation. 

o Check for integration capabilities with existing systems. 

o Read reviews and compare features offered by different vendors. 

o Request demos and free trials to evaluate the software firsthand. 

By implementing a WMS, even small businesses can significantly improve their warehouse 

operations, gain better control over inventory, and achieve significant cost savings and 

efficiency gains. 

 

To know more, subscribe to the platform and find out more about supply chain management 

tools & resources. 
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