THE DIRECT-TO-
CONSUMER JOURNEY
FROM THE FIRST ORDER
THROUGH AUTOMATION

ATTITUDE IS AS IMPORTANT AS CAPABILITIES

& resegrchreport from SPS Commerce



EXECUTIVE
SUMMARY

DIRECT-TO-CONSUMER, OR DROP SHIPPING,
EXPERTISE IS BEST DELIVERED BY THE
INDIVIDUALS WHO LIVE IT EVERY DAY.

They tackle the complexities and shortened delivery cycles of this model
because it grows their business. These suppliers are able to sell through

retailers that otherwise wouldn't camry their product.

If you ask any drop-ship supplier, they can recalltheirfirst direct-to-consumer
order and the anxiety they felt. They can tell you how they prepared, what
they'd do different and which investments were worth it.

In late 2018, SPS Commerce asked more than 100 of its experienced
drop-ship customers about their first orders, as well as how they've
evolved and automated their drop-ship fulfillment since that time. Their
responses were insightful and showed that success depends not only on
your operations but also on your attitude. This research repon captures their
advice tothose just starting the journey or at aturning point and considering
how to automate.
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THE DIRECT-TO-CONSUMER JOURNEY FROM THE
FIRSTORDERTHROUGH AUTOMATION

DROP SHIPPING
BRINGS NEW
BUSINESS

Dimct-to-consumer orders, often called drop-ship
omders, have been used by mretailers for almost a
decade as a means to extend their product lines
without taking possession of inventory. For suppliers,
thie e-commenze model opene nUMemUus new caks
channele but requires their opamtions to evole to
mest new shipping and inventory requirements, from
b==ic shipments to white glove deliveries.

Cno p=hipping has become a billio -dollar business and
ane that suppliers and retaile e ae embracing in 2019
and bayond. Within retail, dopshipping & becoming a
significant channel for retaile = and vendors alike.

WHAT IS YOURROLE?

29%
23%
20%
11*
g%

7 e

Figure 1 Fmporoent Foles
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In Movermnber 2018, SPS Commems conducted a
mzeanch study to dentify how vendomr approached,
prepared for, and auvtomated for their fiet order and
b=yond. The online suney included 146 rmspondents
from Morth America that were valdated a= supplies
actively fulfiling drop-ship oders in 2018, Survey
espondents were offered an incantive to partici pats.

The survey reflects that most eepondents have mare
than three years of expariencs, a timeframe that aligns
with when major retailers including Amazon, Tamst
and Walman started more actively using diect-to-
consumer ondering. SPS Commems saw a damatic
rize in dop ship ordes on its netwo rk at the time with
double-digit growth eac h year



THE DIRECT-TO-CONSUMER JOURNEY FROM THE
FIRSTORDERTHROUGH AUTOMATION

WHAT PERCENTAGE OF YOUR SALES ARE
DIRECT-TO-CONSUMER ORDERS?

B0 percent thun a5

EE i

Figure 2 Parcar oga of Busl s

WHEN DID YOU SHIP YOUR FIRST DIRECT-TO-
CONSUMER ORDER FROM A MAJOR RETAILER?

T LE MONTHS

17*

Figumm 3 Faypancan: Urge-ShipExparance

MI“DSET MA"-"ERS Within this repot, data will show that the mindset with

which a vendor approaches dop shipping can have

) o ) dramatic rezults on itz growth and efficiencies.
When kboking at drop shipping, suppliers are clearly

of two difierent mindzsts. The fiet zees thie modal
gz a growth oppotunity that will drive new business.
Thay amre likely momr proactive in their ado ption of the
processes and technolgy to embrace thie modsl
Alternatively, the other half mmains less enthusiastic
and s=es diect-to-consumer as the natural courss of

daing business in stail

SPSCOMMERCECOM
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THE DIRECT-TO-CONSUMER JOURNEY FROM THE
FIRSTORDERTHROUGH AUTOMATION

HOW DO YOU VIEW DIRECT-TO-CONSUMER

(ORDROP SHIPPING)?

ITIS AGRDOWTH
mOPPORTUNITY

IT IS A NECESSARY PART
OF DOING BUSINESS

Hgure & Mndwe cfUmpShippars

ITALLSTARTSWITH
THE FIRSTORDER

Evary new mlaiersuppier relationship maches
towanrds itz fiet major mikstons, the fict oder
Fulfilling thie oder comectly and according to a
retaile r's requiements zets the mlationshiponthe nght
coumrs fora bng-tem partnaership.

Sixty-eight pprant of surveyved vendors indicated that
they recaived their firstdop-shipoder immediata ly or

within a wesk of establizhing a formal, or contractual,
e lationship with the mtailer This demonstates that
whan mretailers =ign with a drop-ship wendor, the
vandors item information nesds to be e-commens-
eady and the vendor needs to b= abk to manage a
dimct-to-consumer onrder immed iataly.

SPECOMMERCECOM

Vendors that saw drop ship as a gowth opporunity
wemne 12 percent mome likely to eceive their fict oder
within a wesk. This indicate=s a higher likslihood that
they wemr prepared and the metailer felt confident in
their capabilities, =0 moved quickly.

Dmop-zhip orders mquie the supplier to executs all
fulfilment functions without diect over=ight from the
retailer The supplierfs delivery timeframe, packaging
and communications can either strengthen or taint the
end comnsumers exparienca. If the vendor iBn't mady,
the mtailer may hold off on oders until they have
greater confidence that their customer will b= treated
with the zame degres of cams.

Most suppliers received theirfirst o derfrom a national
(40%) ar lange online retaikr(36%), with otherodeas=
coming from regional orother etail types.

I () s o



THE DIRECT-TO-CONSUMER JOURNEY FROM THE
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HOW LONG AFTER SIGNING WITH THIS
RETAILER DID YOU RECEIVE AN ONLINE,
SHIP-TO-CONSUMER ORDER?

31% 37%

In le=s thon o waak

B

WHAT TYPE OF RETAILER SENT YOUR
FIRST DIRECT-TO-CONSUMER ORDER?

Figura 2 Timing: of Fimt Order

i 36*

Taaget Whakvesrl l'.'IHIIMIIH:lIIlI'

Regiznal Retqiler CHhwr

igure S Souroe ot |
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THE DIRECT-TO-CONSUMER JOURNEY FROM THE
FIRSTORDERTHROUGH AUTOMATION

HOW DID YOUR COMPANY PREPARE TO SHIP
ORDERS DIRECTLY TO CONSUMERS?

39%
39%
24+
24* FF
22
17+
12%

LL PARCEL CARRIER

oHaL SPACE

WITH 3PL

Figura /. Prapomticn for Fimt Order

PREPARATION FOR
THE FIRSTORDER

Each vendor prepares differsntly for changs, but two
options scored high: deploying EDI (39 pecent) and
using a retailer's portal (39 percent). Drop shippers
are more recently tuming to EDI a= major retailers ars
closing their portak andfor suppliers are finding that
conzolidating o ders acmes their retail custome s into
asinglk pmocess B mome manageabl and sliminates
the risk of missing an order

Supplie s deployed options that addesszed the intake
ofoders but were less prepared for the act ual picking

and packing of arders as hiring additional staff (24

pemeant), signing on with a parcel camier (22 parcant)
and using a 3PL{12 percent) wene not mnked as high.

PAGET SPSCOMMERCECOM

Surprsingly, almost a quaner of espondents mads
no initial changes to their opemtions to accommodate
dop-shipodears.

During the eary days of bsing a dop shippsr, two
chalenges msa to the top for more than half of the
supplers sureyed: providing frequent inventory
updates to retailers (31 pecent) and understanding
a retailer's trading requirements (25 pencent). These
complexites ars often a barrarto entry for suppliers.
Without imentory manage ment systems in place and
intermal exparts on tading mquirments, vendors
anre mom likely to secure external suppont to address
theze nesdsz in the shor-term, often using systems,
consdltants or a combinat on.

D (5) s comenc
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THE DIRECT-TO-CONSUMER JOURNEY FROM THE
FIRSTORDERTHROUGH AUTOMATION

WHAT WAS THE MOST TROUBLESOME PART

OF YOUREARLY DAYS OF
DIRECT-TO-CONSUMER ORDER FULFILLMENT?

31
et 257% 6
wdiiesicihe  undrsengng 167 i
PS8 T ﬁ'm'ﬁm IE"'{' lnﬁ- :mﬁ-ﬁ:
wolurmes Managing Retraining P il b
- - ==
B N

WHAT TRIGGERED YOUR COMPANY TO
AUTOMATE ITS DIRECT-TO-CONSUMER
FULFILLMENT OPERATIONS?

48% TIVE
8% RECUIREMENTS
21
15%
13*
g%

% lJTﬂH!WﬂFFIEE_FWARE'Im SFacE

TED THE PROCESS

RMANUAL PROCESEES

OUR STAFF

IVED CHARGEBACKS FROM RETAILERS

Figura @ Asometicn [nggers
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THE DIRECT-TO-CONSUMER JOURNEY FROM THE
FIRSTORDERTHROUGH AUTOMATION

AUTOMATING THE
DROP-SHIP PROCESS

Ceciding when to auomate is difficult. b u=uoaly iz
triggemrd by oder volumes inceasing to a kevel whans
manual order entry b=comse unmanageable. However,
the sumey results identified a different viewpoint: 48
percent of espondents noted that they auvtomated
in preparation for growth. With online order= u=s the
dmop-zhip modal and anline shopping inc easing each

year, preplanning B wellsupported.

The =second most common reason for avtomation
was signing with a retailer with complex mquirments
(3B pamrsant). These mequirmentz likely include
bz rhy updates, immediate
acknowkdgements, short shipping windows, branded

inventory ander

packaging and lkbsling, and relaying of tracking
information. Bach mtailer i different, and many
recquire 10 or more communications for asingke dop-
ship order. Automation ensures that all oders ars

complying with the retaile s demands.

Afterdeciding automation i needed, the next question
iz likely “where™ to automate and “whan.™ The surwey
indicates that suppliers ifested in ways to automats
thair biggest challenges: inventory updates (51
pemant) and complex equirments (45 percant).

Investments reap different ewanrds, but the survey
recpondents chose investing in EDI (39 pemcent) and
impmoved imentory management (37 pacent) a= their
top parforme e,

IFYOUWERE SHIPPING YOUR FIRST CONSUMER ORDER TODAY, WHAT WOULD

YOU DO DIFFERENTLY?
{5 URVEY RESPONDEN TS ADVICE)

“We would probably have a little monme
imentory built up for safety stock.™

“50 completaly paper

“He mome prepared on the customer

sanice side to process eturns.”

“Canfirm dmop-ship add ess,

“Check diffe rent co urners' mtes.

“Gtart with hiring a 3PL nght off
the bat. Work to train our existing
OC staff to accoammodate the
tight timeline rquirments for inventofy.™

diopshipping. Bring all droprship

custo mers onto ECL™

SPSOOMMERCECOM

“Allcw monme time for data sat Up
Hawve the inverntory feed from
our ERP fully integmated with EDI

“Have a diffe ent process
for Bbeling and managing

“Make bstter pre pamations before
recaipt of the first odar™

B (5) s comenc




Motivation Dictates
Your Automation

By , Wholesale Disinibotion dndustyy Principall

Helping companies achisve transformative
results using the MNetSuite industrydeading
business management software suite.

Conzidaring when o adomats drop-ship ops @t s
oo mes down 1o one guastion: what B your mothatken?
Far mamy antrepeneus e o gow & company 1o a
predetarmined ska and sell, whemas others want o
mae how Tar The ir leade s hip can 1ake the company. Bath
models are prevakn nodey's sconsmy and ae highly
suceasaiul, ghenthe right prople and product.

Fega ke of your path, the right stan k& eritieal When
thinking aboul aue matien, | ke n ite mising o hidemn. The
and game i lor them o bacome prod wetve adubs basad
ana sold educathn, and B all @ stars with press oo,
Thess aarky years Influenos how sas by they trans tonand
succeed undl they receive thelr cap and gown. We wan
1he bast path for cur ehlden, ol sne fillkd wiih slops
and starke thal make @ moe diffcul and B attaimab .
v ar Pk T e b o ok  hoe s the: smoodt hest
path b mest easily attaln yeur goal.

f's Impsrant Tor compankes 1o stan well (o franmsion
early Im their gowih), ambmcsing the sslutlens and
parnes that have succasalully lbd olham acmes thass
same slages. This B especially true as a new drap ship

ORACLE

METSUITE

supplier whe e every customer counts. A mesed ondear
ks mene than a mistake, i can e eate dizloya ity and harm
your re btk nship with your efallc wstomer

Basl practess, |le  those bt ins  NetSwuile's

, shepherd businessss throogh  thelr
grewth phasas and pevides the right ook and g ukdance
Jut wibwan theyy need i Foresxample, diep-ship supplies
meed 1o first addness aboul how o rece e Thelr onde s
ilkely via EDN, then they wsualy need to define how
by prioriize omdens (Bg., Amazen Fubillment va other
a-comm retales), and e they may want tooepnd
b blby and meed 1o manage d Meen curmene: e, Oftan
the exact path ks unknown but the ablity to phiot quie kiy
and take advanage of opperuniies B price lkes.

My advice 1o you, Esed an working abngakde many
whalkesal ditributlen and manufaciuring o ustomers,
B to stad with yeur mothatien n mind. Make the
Invesstment fo prawvide wo urcom pany with the dep-ship
syelems and suppod £ will need 1o realze your vesien
ol s uosess. v u'll make eac b frans e neas e Easen the
o bt ret ke m of A pp ing ol st ens when o ppariunites
arkes, and mretalnyeur e us on grwing the business.




THE DIRECT-TO-CONSUMER JOURNEY FROM THE
FIRSTORDERTHROUGH AUTOMATION

HOW HAVE YOU STRENGTHENED
YOURDIRECT-TO-CONSUMER ORDER

FULFILLMENT CAPABILITIES?
51* 45% 32%
i S
27 15* 7%
o T

Figura K Mot Sucomatu Chorgas

WHAT HAVE BEEN YOUR BEST
INVESTMENTS IN RELATION TO
IMPROVING YOUR CAPABILITIES?

39% 37%
Invwted ity ot 2% 20* 16*

Added
Hire odditional staff S Graiiont Mo additional
shippi ing space inwsstme I‘“ have bawn

igure 11 Bm? Orop-Ship invesamana
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THE DIRECT-TO-CONSUMER JOURNEY FROM THE
FIRSTORDERTHROUGH AUTOMATION

ENLISTING A 3PL

Brands ofte n use athid-pany bgktics provider[3PL) to
manage ime mory and shipdiect-to-consumer odears
on their bahalf. Foty eight percent of espondents
using a 3PL were using them before adopting drop
ship. Likely thizs was a 3PL that was sarvicing other
s=pects of their business, such as shipping to retailer
distribution centers, and they simply expanded the
re katio nship

Motably, 30 percent of vendors using a3PL engaged
a 3APL within the first month of doing drop-ship. This
aligns directly with the quick action requird when
starting dmop-ship and expecting oders to commence
in just a few days., Ovemll, B0x percent of companies
who engaged the dropship services of 3PL did =o
within 30 days or kss of thair first ordar

The typical 3PL offers a variety of services and k&
likaly connected to most EDI networks to support
their customers, The majorty of bands are using a
3PLl's com savices of picking and shipping orders (35
pamant) and visibility to thess odars (23 parcent).

Returnz thes percant of
espondents, likely indicating that returns wenre bsing
managed by the retaileror the vendo r's man ufacturing
site diectly. Consumer often zend meturre from

managemsnt was

diop-ship oders to the supplier without invohling
the mretailer. Thiz iz effcient for the consumer, but
supplers need to consider how they will akrit their
retail customer that they have received the return so
refunds can be granted, and wvendor credits or etaikr
deductions reflect these exchanges.

WHEN DID YOU BEGIN USING A 3PL FOR
YOURDIRECT-TO-CONSUMER ORDER
FULFILLMENT, RELATIVE TO YOURFIRST
DIRECT-TO-CONSUMER ORDER?

s0° e

30° | WM AMONTH O THa e
11* - MOMNTHS OF THE CRDER

& II'I1-IIH 3-8 MONTHS OF THE SRDER

5*‘1 .IETHAH EMONTHS AFTER THRE QRDER

Fgers &= Timalne for U eing o 3L

PAGE 12
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THE DIRECT-TO-CONSUMER JOURNEY FROM THE
FIRSTORDERTHROUGH AUTOMATION

Contracting with a3PL i& most likely completed prior IHFLUEHCIHG Ynun
to arwithina monthofa supplie rs first d o p-ship o der. DR nF SHI “I HG

Suppliers look to two soumes, their EDI provider, in
thie case an SPS Commemnsa mfemal (45 pancent) or SUCCESS
their peers (389 pamant) to mfer tham to a qualified
3PL. Word of mouth outpedorms a 3PUs sales teams
and online presance.

This eport bB=gan with identifying two mindsets taken
by dop-ship vendors: one that z=aw thie model a= a
growth opportunity (54 pecent) and one that saw it
as a necessary counss of doing business (46 pencent).
Thiz attitude plaved a key mole in their strezs kvals,
confidencs and how quic kly they added new drop-ship
business andforgrew within their existing retailer bass.

WHAT WAS MOSTIMPORTANTTC YOU IN
SELECTING A3PL?

EE&'.
36*
28*

22% PEAKS IN DRDER VOLUMES

8% .LIIEDWAHEHI:II.IE-E LOCAT N
E'S':!.
3'1.

Figura I Critenofer Salecting o SHL

IF YOU USE A 3PL FORDIRECT-TO-CONSUMER
ORDER FULFILLMENT, HOW DID YOU FIND THEM?

15*
13*
4%

1* LES

CED FADKAGING

WRMS MANAGEMENT

FERRAL

MEHEATION

Figura } Firding tha Fighs 3FL



Key Items to Consider
When Forming a
Returns Strategy

By Jenny Nouyen, Parfner Marketng Manager,

Fedurnes are a commen hudle lor e-commase el s,
e pecially in the drop shipping asma inowhish preed oo
are shipped ot via suppliers. Though busineeses may
prefer mot to think abowl eturms and thelr assselated
coEts, B ks chkarthat modermn consumeans s hapwith retum
peelhe b Im e, & hovws 6% ol cuslomans
®port cheeking riurn palieles balors making a pue hasa.

KEY ITEMS5 TO CONSIDER WHEN
FORMING ARETURNS STRATEGY

Met all rtallers should Blaw the aame mlums poley
The pe liey you declde upanshould take Ine ascount the
volume of your business, the number of supplies you
s, and thelr pelicles.

MAMNAGING RETURNS AT SCALE

Merehans typlkaly stad 1o ses a botlleneck In thelr
Elums process at menthly &hipment wlumes o 30,000
o 40000 shipments At thie vwelume, the mene s
mumber of produst and brand offerings begins to poss
achallngs of ssak. This k& the right time o consider
ehangimng your riums process. e et theat returm
rales forecommence san be up e 30%, which trans e
1o 9,000 1o 12,000 Hems beling retur med 1o you per me nth.

SUPPLIER RETURN POLICIES

Whethear you're wsing e supplierer 10, i paye o know
the far all of them. Supplens vany Intheir

retos king fes, parods of rturm afber sale, etum shipping
fees, mistke omder excepllons, and pocesses for hand ling
el LI, provides a weeful gulde on creating a
returns poliey based onyoursupplien rdurn po ks,

RETURN PORTALS

W hen e u'ne warking with higher walumes, the bgkties of
sanding your produck back 1o multipke supplies can b
eanluEing . Having multipk —ov e Theat
cormespends b each of your trading paimes—wil elp o
offlsad same of this complexiy To sase the heavy lifting
of coding difflerent brandsd poraks, shipping pltiorms like
ShipStatien offar the ability 1o create a varety of
Inesme aceaunt.

AUTOMATION RULES

Al a small or lEge scak, dop shipping eturms san b
miade aaskerwith . Male sure your shipping
piatferm has the abllity to automats the riurm addrss 1§
Is diffe rent than the shipping addmes. This allws fer mome
Tt iy e bzt b yeris s bl oy e thee proclusbs redurmed
o el or to ansthar rtum addess ol the tading pene
requesl |n add tlen, the ablility to awomate the retum bl
for every oulbound omder or frequently etumesd SKUs & a
el bl et ure to optim ize your workflow as well.

It Iz Imparant ta note that return strategles and palicea wil
loa k different for each menshant depanding on whe yaur
trading partners ane, the shipping plati rm you e, and the
seak at whizh you ane operating.




THE DIRECT-TO-CONSUMER JOURNEY FROM THE
FIRSTORDERTHROUGH AUTOMATION

HOW HAS YOUR BUSINESS GROWN SINCE TAKING
ONLINE CONSUMER ORDERS FROM A RETAILER?

537  OURBRAND I BEIN SOLD AT ADDITIONAL HLINE RETALERS

34" AR e s
31?!- _-S'I'HII:IATSI'I.I’IHAI.HITA.II.IFI:H-
3.:.?5 _ HOW CARRIES ADDITIOHAL PRODULCTS

157" - GuUR OWH E-CcOMMERCE SITE

EH IE QPFENDED DUR DAWH PHYSHoAL OR POP-LP STORES

1": I"l'l"E HAYE SUSPFEMDED OUR DROPSHIP PROGRAF

Figure 1% Growsh Zince Urge Shipeing

Cwvemll, approximately two-thirde of supplers have
gmwn since embracing the drop-ship order modal
with less than one parcent of rspondents suspending
their program. Most ane sslling their poducts online or
combined with in-store saks, as well a= sslling mor
SKlke thmugh e-commems channek overall. Those
suppliers viewing drop-ship as a growth o ppotunity
eported adding new retailers 12 percent mome than
thices who did not.

Stress B part of retail, especially for supplies who
have seazonal prod ucts or 2ee a significant lift in zalks
during the holidays., Adopting a new stmtegy, like
dimct-to-consumer, k& also quite stressful. Ther
are many unknowns a= far as the numbsr of ordars
to forecast and hold imemory for, a= well as the

opem@tional nuances to ensure timely and accurats

shipping ofalloders.

PAGE 1S
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Suppliers indicated an average strees kbvel of 3.07 out
of 5 (1 bsing no stress, 5 baing hig hly stressed) during
this time.

Since their first order, suppliers have become more at
egEe with the execution of their drop ship progmaims,
dmopping fmm 3.1 to 2.14 in their astress levals.

Those with a growth mindset had a stess kevel at the
time of their first order of 2.85 out of 5, wheras the
other suppliers salf-epoted their level at 3.15 out of
5. Both groupe wae above the midpoint (2.5) and falt
stress, but the growth suppliers were ssven percent
above the midpoint, versus the others who weme 13
pemant above, oralmost twice their peers.

D (B) s comvexc



THE DIRECT-TO-CONSUMER JOURNEY FROM THE
FIRSTORDERTHROUGH AUTOMATION

HOW STRESSFUL WAS THIS TIME FOR YOU?

4 o

NOT AT ALL STRESSFUL VERY STRESSFUL

Figure 15 InSc] Srma Laval of Urop Shippam

HOW STRESSED ARE YOU TODAY ABOUT YOUR
DROPSHIP PROGRAM?

3 £ >

MNOT AT ALL STRESSFUL VERY STRESSFUL

Figura 1. Srma Laval of Exparancsd Urep Shipprs

HOW CONFIDENT ARE YOU ABOUT YOUR
DIRECT-TO-CONSUMER ORDER FULFILLMENT
CAPABILITIES?

E? _'I"D TAKE 0N MORE DROPSHIF ORDERS WITHOUT ANY CHAMGES

10% - INWESTED |M SOLUTIONS THATWILL SCALE AS ORDER VOLUMES INCREASE
5“ ..RE STRETCHED TG FULFILL OUR CURRENT ORDERS

1* I'W'l CANNOT FULFILL OUR CURRENT OR ANTICIFATED CHEER YOLUMES

Figura B Condl cance inOrep-Ship Copcbil ses

PAGE 1& SPSCOMMERCECOM
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THE DIRECT-TO-CONSUMER JOURNEY FROM THE

FIRSTORDERTHROUGH AUTOMATION

GROWING
CONFIDENCE

With most recspondentz having mome than three years

of drop-zhip exparience, it's not surprizing that they

are fesling momre confident abouwt their capahbilities,

automation, and staffe ability to ssrvice the dop

ship channel. Minety-four pancent meported that they

are mesting their current needs, have exta capacity

to take on more diopship oders or have scalbble

o pamtions that will support growth.

WHAT IS ONE PIECE OF ADVICE YOUWOULD GIVETO ENTREPREMNEURS
CONSIDERING THEIR FIRSTDIRECT-TO-CONSUMER AGREEMENTWITH A

MAJOR RETAILER?

"Ba sure you have the invene ry, stall and
tac hnalegy In place 1o suppo sams-
day & hipme nis.*

"Da not be afraid o ask guestions aba ul
anything, ne matier how amall it may
geam. Then i ne gueats nthat i taa
sllly ardesan't matter. You want this ta
be beneficlal for vouand the realec®

" Lt restzmed Thee comples Hies and axia
laber and sffor that k& rouied
1o fulfill s Hems"

“Be prepanedTor highand ke slling
paints, them ae times when you san't
keep your stoc k Inyeur inemory, as
wiell as times when ssems ke nobody's
burying anything = al

" Retalle s alvays skt on mo e
infarmatien than & elevant whik sailing
up drepship. I feak andus us b devwts
Thes time and Al b worth L

PAGE 1Y SPEOOMMERCECOM

“Hire a 3FL infially o manage &= rvice
leval expaciations befon trying 1o
e ratie M your own DG.*

"Il you've got a geal product, make
sume yo U have a kol of Inventery an
-1}

" i s tar buc e rhe rega reding
EDI, sarriem and your efaller's
ey Lafres et

“ake sure each depariment nyour

arganzatien that & Impasted by
diecl-e-consumar i o n-boand &
pEpaed. Alko run lestodeas & oo
aul any knks belare geing [he.®

*Undertand all the = hipping, Ebeling

and coding foreash elalar”

“les ED| amd aulosmate as mmenhas

poss |ble

"Ghange a hand ling feal

"Put yaurzell inthe custamers
shoes and pleture how you we uld
libe the arder process to go. Then
a3 feven batier”

"Bulld I pe king &nd =hipping

coEls to the prising. Researehthe
a e rand Tulfilimen process. EDI
ara parlal i the beal for onder
prioc e g

“ Wake & ure yo ursuppliemsd

| N s have a raned Yol
rights 1o distribute threugh thoss
chamms ks

“Wake = ure yo u have the mangins

o accommodale unplanned costs
(mi-zhipments, marketing feeas,
change-backs ) Take yo ur time
during megotlEt e and be sume
you know exacthy what i will cost
your company o Tulill erdes viaa
big- bost retalier”




THE DIRECT-TO-CONSUMER JOURNEY FROM THE
FIRSTORDERTHROUGH AUTOMATION

SUMMARY

Crop-ship suppliers are gaining new business by adopting this model,
but most learned a lot along the way (see their advice on page 9). The
survey uncovered the following themes for any brand thinking of doing
drop shipping:

1. Prepare immediately as drop-ship orders happen quickly after
signing with a retailer.

2. Automate to manage order volumes and complexities.

3. Consider a 3PL to provide scale.

4. Recognize drop shipping as a growth opportunity for your
business.

The final information that was apparent throughout the survey was
that experienced drop-ship suppliers are willing to offer advice and
share their experiences. They strongly encourage the adoption of drop
shipping and believe in its impact on their future growth.

ABOUTSPS COMMERCE

SPE Commens perfects the power of trading partner mlationshipe with the industry's most broadly adopted,

etail cloud =arvices platform. As a kader in cloud-bazed supply chain mManagement solutions, we povide
proven integmations and comprebanzive retail peformance analytics to thouzands of custome e woddwide. 5PE
Commemne has achieved T2 cormsecutive quare s of mvenue growth and i headquarsred in Minneapolie. For

additional info mation, pleasse contact 5PS Commence at B66-245-8100 or visit www.speco MMence.co M.
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Customer Support

By Megan Miler, Pariner i rie fing,

Weur customen ae vital B your companry's continued
success. Today's online shoppers have the ssands of
che ke Torsimibar prod wels. Top e uslomer service sels yo ur
b e apan from the compatition Whan you go above
and bayond 1o meet ywour customan' meeds and sole
thelr problkms, the valvs you provide keeps yoour esxkEting
custemean angaged and brings new prospsels o your
door. For drap-ship suppllers, ther i a prime oppertunity
o

QUALITY CUSTOMER SUPPORT
INCREASES YOUR BOTTOMLINE

Bullding brand and customer kyaly k& an essanial pan of
g revetd e e ur buss iz, In deday's market, memchants can't
allon b kbess ac whome ndue oo e kol s pa nise. This means
that yaur & uslomer supper team must know the mEske of
all the brands you offer amd undemntand the el onships
with all your suppliers Inoderis ba abl o connect your
customens with the right line of supper. Acguiring & new
custamer, accomnding to Hully, can cost i Fes
than retaining an e leting cusio mer By &mphes zing quality
customer supper, your company bensfits froem Improved
Elentien ratas and Inceassd evenue.

CUSTOMER SERVICE IS YOUR NEW
ADVERTISING STRATEGY

Loval cusiomans ar ako Invalusble 1o your company's
marketing &fe s, Ve uld o U Ether pure hass & prod wet ] em
an unfamilr b rand erone 1hatwas pe o na by recom me nded
o you by a friend? Thoss who exparknce good cuslomer
g rvica, aceanding 1o Zendask, ame 1 & hare thedr

good experenes with athams. 11 B clear thal wand-oF meuth
adverking k& priceless.

Making the extra imestment In costemsr seniee will
alvays be warhyaursompany s ime and eflo.

AN INDUSTRY-EXPERT EXAMPLE

ShipSiatien's susiamer sarvice B acamman highlight In
the e=timenkl of salkEfed custe mams. Kevin Callshan,
CTO of Maxgke Louks Ceonfestiens, says, “Every
tewse hips Int 've had with the ShipStatien t2am has been
greal. Our acsount managerns are geal. We're able 1o
each au 1o the ShipSaten tsam and wark with them
go they canawdll o urshipping preeess, they san s ugesi
be=t practices”

In parkular, spead and atlenivensss lake a hig h prisrity
In ShipStatisn's multhchanne| approash e &usk mar
serviee. Mik Hawls, co-owner of Pako Treals epors,
"All ol oursuppor Ineractions from e chatl o e mall o
anthe phone have been really sasy. All of sur pre blems
gel sohed very quisky®

Anexceptianal e ustamersuppas i taam i akvaye ready b
sohe problemaand offeradvice on best practices. To aes
an sxamplke of how 1o educate poepscts and & ustome s
an the valus yaur custamear suppat taam provides, &heck

el .




Figures & Charts

AGURE 1: RESPOMDENT ROLES - PAGE 3

FGURE 2: RESPONDEMT PERCEMTAGE OF BUSINESS. oo PAGE 4

AGURE 3: RESPONDENT DROP-SHIF EXPERIEMCE. . s e JPAGE 4

FAGURE 4: MINMDSET OF DROP-SHIPPERS R PAGE &
FAGURE &: TiIMING OF FARST ORDER. pp——— 1. ]
FAGURE 6 SOURCE OF FIRST DROP-SHIP ORDER . . i v PAGE &
FAGURE T: PREPARATION FOR FIRST ORDER. o e i i PAGE T
FAGURE B: INITIAL DROP-SHIP CHALLENGES. ... PAGE A
FAGURE 8 AUTOMATION TRIGEERE.. URpI—— . B
FAGURE 10: MOST SUCCESSFUL CHAMNGES —— ]

AGURE II: BEST DROP-SHIF 1MW B T M e e e JPAGE T

FAGURE 12: TIMELINE FOR USING A3PL R PAGE 12
FAGURE 13: CRITERIA FOR SELECTIMNG & 3PL. R b
FAGURE 14: FINDIMNG THE RIGHT 3PL R PAGE 13
FAGURE 1% GROW TH SINCE DROP SHIPPING - PAGE 15
FAGURE I5: INITIALSTRESSLEVELOFDROP SHIPPERS . PAGE 16
FAGURE IF: & TRES & LEVEL OF EXPERIEMCE DROP SHIPPERE.. . PAGE 16
FAGURELS: COMFDEMCE IMDROP-5HIP CAPABILITIES e PAGE 16

SPSCOMM ERCE . COM

PAGE 20




