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Experts Agree a Solid Tax and Tech Foundation is Key to Achieving
ROI and Fostering Loyalty




Why Direct-to-Consumer Sales Require Integrated E-commerce Tools

The DTC revolution has increased the complexity of
the traditional commerce tech stack, requiring more
integrated tools than ever before.

-commerce experienced 10 years of

growth in just three months in the

early days of the pandemic, according
to McKinsey. A significant portion of that
revenue went to consumer packaged
goods (CPG) companies selling direct to the
consumer (DTC), many for the first time. As
the market begins to reopen and consumers
start returning to stores, CPG companies face
two compelling reasons to add or enhance
their DTC presence: new customer behaviors
and increased sales and margin opportunity.

According to Pymnts.com, 73.2% of
consumers who used DTC channels to
purchase retail products during the pandemic
plan to maintain some of their new habits.
Consulting firm BCPG estimates e-commerce
will drive more than 70% of sales growth
across food and beverage categories through
2022. And Forbes reports that successful DTC
companies are earning a gross margin of 50%

to 85% via these channels.



https://www.mckinsey.com/business-functions/strategy-and-corporate-finance/our-insights/five-fifty-the-quickening
https://www.pymnts.com/wp-content/uploads/2020/08/D2C-And-The-New-Brand-Loyalty-Opportunity-August-2020.pdf
https://www.bcg.com/publications/2020/cpg-companies-face-increased-e-commerce
https://www.forbes.com/sites/richardkestenbaum/2020/09/21/how-direct-to-consumer-companies-succeed-and-why-many-fail/?sh=2e5c1f926531
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DTC Success is All About CX

s e-commerce grows increasingly

more sophisticated and seamless, so

do consumers’ expectations that new
capabilities and features will become the
de facto standard for their shopping
experiences, regardless of the size and
resources of the company behind a given
brand. Research shows that brand loyalty
diminishes in the face of poor CX. For example,
RSR Research found that 9 out of 10 shoppers
say they will abandon a site if it is too slow.

According to Brizfeel, the top factors
influencing a consumer to make a purchase
from a website are price (89%), brand (57%),
delivery method and return policy (49%), shop
reviews (47%) and the refund policy (44%).

However, CX is the top factor that drives
customer loyalty for online consumers.

A great online customer
experience is:

e Fast

e FEasy

e Seamless

o Self-service

e Accurate

e Transparent about policies, costs, etc.

o Offers rapid delivery

But launching a viable DTC offering is about
more than just adding e-commerce. Today’s
consumers expect an omnichannel experience.
The expectation is for seamless transactions
across all channels — phone, email, chat, social
media, etc.

“CPG companies cannot afford
to be anything but aggressive
and proactive with e-commerce
strategies and creative about
their online presence.”

- BCPG

According to BCPG, the 70% sales growth
projected across food and beverage categories

through 2022 “will be captured primarily by
CPG companies that can develop the most
sophisticated and effective omnichannel
capabilities in order to both maintain their
position in physical grocers and play a more
active and innovative role in the digital sphere.”

BCPG forecasts that once e-commerce CPG
purchases reach 5% to 7% market share, the
channel will hit a tipping point. “Once that
threshold is reached, CPG companies cannot
afford to be anything but aggressive and
proactive with e-commerce strategies and
creative about their online presence,” BCPG said.


https://www.rsrresearch.com/research/our-annual-retailer-site-performance-review-the-bad-news
https://brizfeel.com/consumer-online-retail-shopping-behavior/
https://www.bcg.com/publications/2020/cpg-companies-face-increased-e-commerce
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The Unexpected Complexities of Taxes

|
dopting or expanding a DTC channel

does take CPG companies into
new territory, as many of them
may only have experience with the B2B
side of commerce. One area that comes \
as a particular surprise is the difference
in calculating and reporting sales and use
tax. In B2B, CPG companies deal with a
limited number of trading partners in known
locations, and these transactions often are

exempt from sales and use taxes.

track the volume and value of transactions
Accepting B2C transactions means rapidly geographically, so they know when they must

calculating and applying sales and use start calculating and remitting taxes and

documentation in a given jurisdiction. Failure
taxes across a complex landscape. There

are 11,000 separate tax jurisdictions in to apply taxes properly and accurately exposes

the U.S., each with its own constantly CPG companies to audits and fines from tax

evolving regulations on what is taxable and jurisdictions and introduces friction into the

what freight taxes may apply. While most consumer buying experience.

calculate these taxes based on the shipping

address, that’s not the case in 10 states Tax calculation is a key decision point in setting
that calculate tax for intrastate transactions up a DTC channel. Basic e-commerce platforms
based on where the order is placed or may employ rate tables for sales and use tax
shipped from, rather than where it’s going to. calculation. But if they’re not updated regularly,
It's also not the case in two other states that they become outdated quickly. Some platforms
use Ship-to, Ship-from, and order p|acement also limit access to automated solutions.

addresses in calculating intrastate taxes.

Retailers can directly integrate an expertly

Finally, complex economic nexus rules in managed third-party tax solution such as

the wake of Wayfair add an extra layer Vertex into the ERP to manage this complexity
of complexity. Instead of only calculating and rapidly produce accurate tax calculations.
and remitting taxes where a CPG However, the CPG company is still missing
company has physica| locations such as out on the benefits of a fuIIy developed

stores or warehouses, sellers must now e-commerce platform with that approach.


https://www.vertexinc.com/resources/resource-library/how-prepare-post-wayfair-impact-your-online-business
https://www.vertexinc.com/resources/resource-library/how-prepare-post-wayfair-impact-your-online-business
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How to Ensure a DTC Rollout Meets Its Goals

hanks to the seamless integrations

implemented by technology

companies, consumers may not be
aware that a simple transaction on a website
may involve as many as 10+ applications
behind the scenes. Arguably the most
important part of the consumer journey is
the checkout, and checkout cannot happen
without tax calculation and payment.
Larger-scale complex organizations
embarking on DTC transformation are likely
to have some type of tax calculation in place
through their ERP before implementing
a digital commerce storefront. By having
multiple selling channels across ERP and
digital commerce storefronts, sellers can

leverage Vertex pre-built integrations to ensure
that the correct tax is being calculated based
on which system the sale is happening in.

Complexities such as these may be one
reason just 60% of CPG companies feel even
moderately prepared to capture e-commerce
growth opportunities, according to McKinsey.
But it doesn’t have to be that way. The

secret to optimizing this new opportunity

lies in making smart choices that allow a CPG
company to start small and create a strong
foundation for growth. This includes choosing
a solid, robust e-commerce platform, selecting
key add-ons like integrated tax calculators, and

working with experienced integrators.



https://www.mckinsey.com/business-functions/marketing-and-sales/our-insights/dtc-e-commerce-how-consumer-brands-can-get-it-right
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All decisions should start with CX at the

center. DTC brands should provide a CX that

connects to its shoppers, backed by people,
processes and technology that they trust.

The most successful e-commerce sites run
on robust, dedicated platforms that deliver
the full end-to-end seamless experience
consumers now expect in all of their digital
shopping experiences. Industry-leading
platforms such as Salesforce Commerce
Cloud feature significant test-and-learn
features and full omnichannel capabilities,
as well as the flexibility to easily integrate
with best-in-class solutions for key functions
such as order-to-cash, supply chain, and tax
management and compliance. That'’s key

as a CPG company’s DTC presence grows
and its strategy evolves. A top-tier B2C site
also positively impacts a company’s B2B
customers, creating more of a consumer-like
buying experience they now expect.

Savvy CPG companies also choose
experienced integrators to ensure that the
foundation is solid and the implementation
balances speed with diligence.

According to BCPG, “In the process of
implementing an e-commerce flywheel
strategy, CPG companies will no doubt
find that they need to join with partners
and ecosystems to efficiently acquire the
expertise and capabilities they need for an
online sales environment.”

Salesforce, for example, vigorously manages

the Salesforce Commerce Cloud integrators
on AppExchange to ensure they meet the
highest technical and customer experience
standards. Vertex undertakes a similar
approach in collaborating with implementation
experts such as Grant Thornton to ensure

CPG companies achieve optimal results when
integrating Vertex tax solutions with Salesforce
Commerce Cloud. Working with a skilled
integrator enables a CPG company to access
best practices gleaned from hundreds of similar
deployments, and to shorten the timeframe

a deployment takes, while speeding return on
investment and enhancing customer experience.


https://www.bcg.com/publications/2020/cpg-companies-face-increased-e-commerce
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DTC Relies on Choosing
the Right Partners

nalysts are bullish on the future of

DTC as a critical component of growth

for CPG companies. They are equally
convinced successful DTC initiatives stem
from a strong focus on customer experience.
That means meeting consumers’ already
elevated expectations, set by retailers with
years of background in e-commerce. The
difference is in the details, from offering
the right shipping and payment options to
ensuring customers don't receive after-the-
fact invoices due to incorrect tax calculations.

While it may be tempting to repurpose ERP
functionality for DTC, that choice can make
it extremely challenging to meet consumers’
elevated expectations. CPG companies that
invest in full-featured e-commerce platforms
like Salesforce Commerce Cloud, choose
best-in-class add-ons such as Vertex to ensure
fast and accurate tax calculation, and align
with seasoned implementation teams from
strategic alliances like Grant Thornton, lay a
solid foundation to grow from DTC launch to
maturity while attracting and retaining loyal,
satisfied customers.

Click here to learn more



https://go.vertexinc.com/l/514851/2021-06-08/h61s7z
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Vertex, Inc. is a trusted global provider of indirect tax software and solutions. The company’s mission is to deliver the most
trusted tax technology enabling global businesses to transact, comply and grow with confidence. Vertex provides cloud-based and
on-premise solutions that serve specific industries for every major line of indirect tax, including sales and consumer use, value
added and payroll. Headquartered in North America, and with offices in South America and Europe, Vertex employs over 1,100
professionals and serves companies across the globe.
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salesforce@vertexinc.com

The information contained in this presentation is intended for information purposes only and is not legal or tax advice.
This information should not be relied upon in making purchasing, legal, or tax decisions.
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Grant Thornton LLP (Grant Thornton) is the U.S. member firm of Grant Thornton International Ltd, one of the world’s leading
organizations of independent audit, tax and advisory firms. Grant Thornton has revenues of $1.92 billion and operates more than
50 offices. We're not the professional services firm you think you know. We believe business should be more personal and that
the strongest results start with trust. We're different. And that’s a good thing.
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Retail TouchPoints and design:retail give all members of the retail world access to a vibrant community that combines insights,
inspiration and opportunities to interact with their peers. We sit at the intersection of the art and science of retail strategy, providing
granular data, high-value commentary, and aspirational success stories to help readers optimize customer experiences across

all channels. Touching all facets of the retail ecosystem, including store experience and design, workforce management, digital
marketing and engagement, and omnichannel optimization, our editorial content, multi-media resources and events take timely

news and trends and transform them into tactical takeaways that meet the unique needs and priorities of our executive readers.

888-603-3626 f

retailtouchpoints.com
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