Q: We would like to take our business online, but I don't see how we could afford to stock enough inventory if our e-commerce site ever worked like we think it might. Do we wait and see what orders come in before ordering more stock, or what?

R.D., Durango, Colo.
A: That is certainly one way to handle it, but probably not the best way. When people place an order with your business online, they are vesting a high degree of trust in your company; a fact that is true with any small online merchant. 

Think about it: A virtual customer cannot see your store, does not know if it really exists, cannot look you in the eye, and so on. So any initial online purchase is necessarily a leap of faith — trusting that you will deliver what your Web site promises.

So the last thing you want is a delay in shipping out their order. If you wait until you get the order before ordering the product, it may be several weeks until you ship, depending upon your supplier. That is far too long. 

A far better option is called "drop shipping." In fact, drop shipping is one of the best aspects of going into business online, enabling small players to look — and act — big. How? Drop shipping means that you do not have to actually physically stock any merchandise at all and yet it will still be able to sell online. 

Here's how it works: "Drop shipping" is an arrangement between you and a wholesaler or distributor whereby you virtually stock your online store with their products and you take the orders. When a sale clicks through, both you and the wholesaler or distributor are notified of the sale. The wholesaler ships the product, you get the payment, and the wholesaler sends you a bill. (Note that in some systems, you need to notify the distributor directly, via email, forwarding the order.)

Either way, you simply act as the middle man (though no one knows that, it looks to the entire world as if the merchandise is stocked and sold by you.) Via drop shipment, you can sell first-rate merchandise on your site and make a healthy profit, but without actually having to stock and ship product. 

Here is an example: Say that your athletic shoe site carries a product called "The Best Tube Sock Ever," and a package of 10 sells for $44, plus $6 for shipping and handling. When a visitor clicks and purchases this item, you and the wholesaler get an email notification. The wholesaler ships the package off — using your label — and sends you a bill for its cost, say $35. PayPal (or whomever your merchant account is with) takes your money and deposits it into your account. You make $15 on every purchase, and all you had to do was take the order.

You are right if you are thinking this is a great business model, because it is. You do not have the labor expense for shipping and handling, you can stock name brand items, you can easily add and delete items on your e-store, and you do not have to buy inventory. 

You start this process by first seeing whether your regular distributors offer a drop shipment program, or if not, by deciding what online products you want to carry and speaking with the manufacturer of those products to see if it has a drop shipping system. Find the products you want, with a wholesaler you can work with, get your site ready, and off to the races you go. 

As with any business deal you do, you need to negotiate the best deal you can with the wholesaler. When you find a wholesaler or distributor you want to use, you need to find out:

• How their wholesale prices compare to your retail ones, so you can calculate your profit

• How and what they charge for shipping

• How they will bill you, and

• How they deal with returns and refund requests.

Drop shipping is an easy, affordable way to sell online. Avoid those companies that want to charge you a fee for selling their products (they are out there, so beware), and be sure to choose quality products that reinforce your brand, and which afford you a healthy profit margin.

Today's tip: Looking for online products to sell? Consider the Thomas Register. It lists thousands of companies, along with their brands and products. The company Web site says that it is "the most comprehensive online resource for finding companies and products manufactured in North America, where you can. .. view thousands of online company catalogs and Web sites." Go to www.thomasregister.com.

