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Intro 

• About me and my business 

• http://macdonald-sporrans.com/about-us/company-history/ 

What Is Drop Shipping? 

• Drop shipping is where the manufacturer or wholesaler (supplier) of a product ships the product directly to your 

customer  

o The product doesn't come through your warehouse or office 

o 3 people in the operation: manufacturer, retailer and customer 

• What is 3PL?  

o Third party logistics on the other hand is where another company holds your stock and ships it to your 

customers 

o They don't make it, so they receive it from the manufacturer, hold it in their warehouse, and when 

requested, ship it to your customer 

o 4 people involved in the operation: manufacturer, retailer, customer and 3PL 

• Key differences between the two  

o It's important to understand the two models, because the difference between them is critical 

o Those two models differ by separating the manufacturing and the fulfilment  

o When you do that, you're allowing each part of the supply chain to be focused on doing what it does, in 

the best way possible 

o When you drop ship, you're depending on your supplier or manufacturer to be expert (or at least 

competent) at two things: making the product, and shipping the product 

o Often those don't go hand in hand 

• Drop shipping isn't a glorious solution to all life's problems  

o The beautiful example in 4HWW about Doug making $10,000 a month by clicking one button a month on 

prosoundeffects.com is unrealistic 

o I hear people say things like 'I'm going to start a drop ship business', or 'I'm going to do this drop ship 

startup to make a few quid on the side', or 'I want a passive income stream so I'll drop ship' 

Drop Shipping Is Not a Business Model 

• It's not a way to make money by doing nothing 

• Drop shipping is not easy 

• I would suggest that aiming to set up a 'drop shipping business' is a flawed goal 

o Drop shipping is a way to get some products from the manufacturer to the customer more efficiently, 

but not necessarily more cheaply, or more effectively 

o It needs to fit into your overall business goals, to be a worthwhile part of your business 

• If your business goal is to provide exceptional customer service, it may not be in line with that  

o Why?, because just like other forms of fulfilment, it has its pros and cons 

� No control over service, packaging, lead time, postage costs 

� No ability to see the product - if you can't touch it or feel it, how can you describe it to a 

customer? 

� Also, by outsourcing your quality checking, you're taking responsibility for someone else to do 

that job, but their error is your error 

� If you ship the wrong product, or you ship a faulty product, it's not their fault, it's your fault 

• If you're looking to get into online retail, or mail order retail of any kind (where you ship the product to the 

customer), drop shipping may be a part of that in certain circumstances 

• I would suggest it's worthwhile for the following types of products:  



o Large and/or heavy products - furniture for example  

o Products that are better customised at the point of manufacture or by the manufacturer  

o It makes sense if a product changes a lot, to have a single store of inventory of that product, or to have 

them come straight off the production line and then dispatched directly to the customer 

� The more steps in the supply chain, the longer it takes to get from manufacturer to customer, 

and if those steps all hold inventory, the more 'stagnant' inventory there is 

o There are probably other product types or ranges, just to give you an idea 

My advice on how to set up a drop ship business? 

• Don't set up a drop ship business, set up a business 

• Setting up a business doesn't have to be hard, it can be simple if you make it simple 

o Choose a product that you like and already know something about 

� For example, stay away from electronics unless you know about them 

o Take that product, and work out what market it's in, then focus on a small niche of that market 

� If you want to sell sports equipment, pick a sport, then focus on a sub-set of that - perhaps sell 

skis and ski boots, not everything related to outdoor sports 

o If you want to sell a product that makes sense to have drop shipped, talk to your supplier about it 

� If it really makes sense, they'll probably see the logic and work with you on that 

• After all, it's more than a supplier-retailer relationship, it's a partnership  

• In my limited experience, if you go seeking a drop ship supplier, you'll join the queue with hundreds of other 

people seeking to do the same thing, and end up with a commodity product where you're competing on price  

o The best thing about drop shipping is the low barriers to entry, but that means there's also very high 

competition 

o Kid in bedroom, no taxes, no vat, no customer service etc 

• The best businesses are the ones you already understand 

o If you're selling something you know nothing about, it will be a lot harder, especially if you're not 

passionate about the product, because you're less likely to learn about it 

� Although, important to note that's not exclusive - if you're passionate about the business, you 

can learn to be passionate about the product, it's just easier if you already know about it 

• So, I can't tell you how to or if you should go out and set up a business that includes some products which are 

drop shipped - that depends on what you want to sell and how you want to sell it 

 

Eccomerce software 

• Magento - we use Magento community edition 

o I'm a co-organiser of the Magento meetup London - largest Magento meetup in the world 

o http://www.meetup.com/magento-london/ 

o It's very good for complex shops - it's a heavyweight system that allows for customisation, expansion and 

development 

o If that sounds like you a few years from now, try out Magento Go - their hosted version  

� As a side point, although building for the future is great, sometimes you just need what works 

now 

• Shopify - never used it, alternative to Magento Go, but heard good things about it  

• As I understand it, simpler than Magento for more straightforward products 

Tips/Resources 

Books/blogs 

• Struggling with your own business or want help systematising things, read 'E-Myth by Michael Gerber' - great 

book 

• The most important business book I've read in the last year is 'Getting Things Done' by David Allen  

• Outlines a system to help you work more effectively - I found it extremely useful 

• Rich Dad/Poor Dad - money management 

• Mr Money Mustache - how to retire at 30 



Tools  

• Yammer for internal communication 

• Trello for task management 

• Google Apps: Gmail, Google Calendar 

• Dropbox - massively important 

• Evernote is fantastic 

Other  

• Although I don't use it much, IFTTT is glorious for automating little daily things  

o You set up recipes - like, text me the weather every morning, or everytime x writes a new blog post, 

email it to my kindle 

o Massively powerful tool - definitely going to become part of people's lives in a big way 


