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Chapter 1: What is Dropshipping?

	Definition of dropshipping

Dropshipping is a retail fulfillment method where an online store doesn't keep the products it sells in stock. Instead, when a customer places an order, the store purchases the item from a third-party supplier and has it shipped directly to the customer. The store doesn't handle the product directly, and the difference between the supplier's price and the price the store charges the customer is the profit margin for the store. This allows the store to offer a wider range of products without having to invest in inventory upfront. As a result, the merchant never sees or handles the product.


Advantages and disadvantages of dropshipping

Advantages of dropshipping

Low startup costs: Since you don't need to invest in inventory upfront, the initial investment required to start a dropshipping business is relatively low. Dropshipping allows entrepreneurs to start an online business without a lot of upfront costs. This is because they don't need to purchase inventory until they've made a sale.

Wider product selection: Without the need for inventory, you can offer a wider range of products to your customers, increasing your potential sales. As a dropshipper, you don't need to worry about storing, tracking, or managing inventory.

Location independence: Since you don't have to manage inventory or handle shipping, you can run a dropshipping business from anywhere with an internet connection.

Low overhead costs: Without the need for a physical storefront or warehouse, your overhead costs are relatively low.

	
Disadvantages of dropshipping

Lower profit margins: Since you're not purchasing products in bulk, the profit margins for each sale are generally lower than if you were buying and selling products in bulk.

Limited control over product quality: Because you don't handle the products directly, you have less control over their quality, packaging, and shipping times.

Supplier reliability issues: Choosing reliable suppliers is crucial for the success of your dropshipping business. If your suppliers have inventory or shipping issues, it can impact your customer satisfaction and sales.

Shipping costs: Since you're relying on suppliers to handle shipping, you may have less control over shipping costs and delivery times, which can impact customer satisfaction.

How dropshipping works

Dropshipping works in the following way:

An online retailer sets up a website and lists products for sale that they do not actually have in stock.

When a customer places an order on the website, the retailer then places the same order with a supplier or manufacturer who actually has the product in stock.

The supplier or manufacturer then ships the product directly to the customer on behalf of the retailer, who never sees or handles the product.

The retailer earns a profit by marking up the price of the product from the wholesale price they paid to the supplier.

The retailer is responsible for customer service, including answering customer questions and handling returns or refunds.

	Or you can follow these steps:

	
		Choose a niche and find products to sell

		
Set up an online store on a platform such as Shopify or Woo Commerce


		Find and partner with a dropshipping supplier

		Add products to your online store and set prices

		Market your products and drive traffic to your store

		When a customer purchases a product, place an order with the supplier

		The supplier ships the product directly to the customer



	
Repeat steps 5-7 to grow your business.

In this model, the retailer does not need to hold any inventory, freeing up capital that would otherwise be tied up in stock. This also means that they can offer a larger variety of products without the need for a physical storefront or warehouse. 

	However, dropshipping can also come with some risks, such as lack of control over product quality, shipping times, and delivery costs, as well as potential supplier reliability issues.
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