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How to Sell a Product to Retailers

The aim of this information sheet is to assist businesses who have a product to sell to consumers through retailers.

Retail buyers were consulted extensively in the preparation of this

information sheet as were the proprietors of small businesses who have successfully sold products to retailers.

The SBMS is a non-profit organisation providing experienced volunteer business Mentors, mentors to Victorian businesses. The objective of the SBMS and its Mentors is to improve the employment potential, sales and profits of Victorian businesses for the benefit of the whole community.

The service is available through the Department of Innovation, Industry & Regional Development – Office of Small Business.

Approaching and successfully marketing a product through a retailer can be achieved in four basic steps:

1. Preparation for the interview with a retail buyer.

2. Obtaining an appointment to see an appropriate buyer.

3. The sales presentation.

4. After-sales service.

PREPARATION FOR THE INTERVIEW WITH A RETAIL BUYER

Proper and comprehensive research and preparation before the interview will almost guarantee a sale.

When a detailed Marketing Plan has been carried out, preparing for an interview with a retail buyer will be comparatively simple because the following vital issues will have already been addressed:-

1. The product sample will be complete in every detail.

2. The product will have met all Federal, State, and local Government legislative and regulatory standards.

3. The product colours, sizes and packs will have been finalised.

4. The product will have been market researched and consumer tested and the results documented - this can be a great help in overcoming a retail buyer’s ‘objections’.

It is absolutely critical that you know from this research the criteria that both the end-user and the retailer use to decide on which product to buy.

Market research can be D.I.Y. - but may not be as credible in the retailer’s eyes as independent research.
5. The unique benefits and selling points of the product will have been ascertained.

6. The competitive advantages of the product will have been fully identified - this requires a

thorough knowledge of competitors’ products.

7. The market segment to which the product is aimed will have been defined, and its size estimated

(eg. how many potential buyers?)

8. Advertising and promotion plans will be available.

9. Point of sale material will have been developed.

10. EAN numbers (bar codes) will have been applied for.

11. A decision will have been made as to the category of retailer to which the product is best suited:

eg. independents, supermarket/chain stores, buying groups, wholesalers, franchisors, etc.

12. The product will have been identified as being: budget, middle of the road, up-market or

exclusive in terms of price, quality and value.

13. Prior knowledge will also have been gained as to the buying patterns of the selected retailer, with due regard to seasonality and special events.

14. The retailer’s ability to pay, and the time taken to pay, will have been determined from trade referees and/or a credit checking service; do not assume strong solvency no matter how large the retailer.

15. Background information on the retailer's operation will also have been researched, particularly with regard to their specific trading terms and conditions, in-store policies and layouts.

16. Your costing and pricing strategy will have been decided - see below.

COSTING:

All costs, including the ‘hidden’ costs, must be fully identified before a price is set, and before the sales presentation. Failure by the supplier to identify all costs before the sales presentation often leads to underpricing of the product and this can lead to low or non existent profitability. Research the following items for inclusion in your costing:

Contributions and Charges:

It is the usual practice of the larger retailers to insist on certain financial contributions and discounts as well as receiving their retail mark-up. The additional financial contributions will vary between retailers.

Typical fees and charges are:

. Line fees (to have the product listed).

. Warehouse fees (covers the cost of distribution to branches).

. Shelf space fees (for permanent shelf space in all stores).

. Promotion fees (to offset costs of in-store display material).

. Wastage fees (to offset general wastage).

. Settlement fees (a discount for prompt payment by the retailer).

. Catalogue fees (for the product to be listed in a special offer sales sheet).

. Co-operative advertising in seasonal brochures will also be an expected contribution.

In most cases fees are based on a percentage of the annual turnover of the product but some are levied

on a one-off basis. All, of course, can be subject to negotiation.

Note: If the retailer is not really interested in your product, perhaps because they expect sales will be too low, or that the profitability is not high enough, or they already have similar products that they are happy with, they may ask you for an exorbitant Line Fee of say $50,000. This is intended to dissuade you

from persisting, but it enables them to avoid having to say “No” directly to your face.

Delivery costs:

All retailers will expect delivery on an FIS (free into store) basis, which means that the supplier is responsible for the freight and insurance charges on the goods until they are unloaded and signed for at the retailer's premises. Some retailers will only accept goods which are on pallets.

Penalties:

Continuity of supply is paramount to a retailer and the supplier's awareness of delivery complications is vital, especially if interstate transport is involved. In some cases a penalty is imposed by the retailer if goods arrive late or are short supplied.

Returns:

Most retailers have a returns policy whereby damaged or surplus stock is returned to the supplier at the supplier's expense.

Bar Codes:

Virtually all retailers require all product to be bar coded. Only shops which are not computerised will accept goods without an EAN number. EAN numbers are issued by EAN AUSTRALIA for an initial and annual fee. Some retailers will also require a TUN number, which is displayed on transit outers.

Merchandising:

Many retailers also expect the supplier to keep stock tidy in the store, to take stock on a regular basis, and to place orders for the retailer, sometimes via on-line links to the retailer’s computer.

PRICING:

A pricing strategy should be decided in advance e.g. cost plus, or what the market will bear, and you must know your bottom-line price. Be aware that more and more retailers are asking suppliers to reduce their real wholesale price over a period of time. This can be taken into account when initially pricing the product and/or by achieving lower costs through future efficiency.

The Retailer’s Mark-Up:

It is not absolutely essential to know what mark-up might be applied by the retailer if you know what your pricing strategy and “bottom-line” price is. Nevertheless, many retailers will give suppliers an indication as to the mark-up they expect before the sales presentation. Remember that you cannot legally tell the retailer what to charge. Mark-ups can vary from 2% to 100+% on the wholesale price depending on the type of product, retailer’s strategy and economic conditions.

THE SALES PRESENTATION FOLDER:

The final stage of preparation is the creation of a Sales Presentation Folder.

This ensures that all aspects such as, the target market, the market research, consumer test results, consumer benefits, advertising and promotional plans of the product are presented to the buyer in the correct sequence and with the correct emphasis. Each page of the folder should cover one aspect relevant to the product. By taking each aspect in turn and obtaining the buyer's agreement stage by stage, any likelihood of negativity from the buyer is reduced.

It is of course important to talk about the ‘features’ or ‘characteristics’ of your product, but these must then be clearly linked to the ‘benefit’ of that ‘feature’ or ‘characteristic’ to the end consumer. For instance a feature of a Compact Disc Player may be that it has ‘skip track’. Do not assume that the buyer will automatically understand the benefit of this feature (skip track). You must point out that the benefit to the consumer is that they do not have to listen to tracks that they do not like every time they play that CD! Sellers often make the mistake of talking only about features and not the benefits – and hence they fail to make a sale!

When this essential 'homework' has been completed, the product should be 'market ready' and an approach to a retailer can be made.

2. OBTAINING AN APPOINTMENT TO SEE AN APPROPRIATE BUYER

The first contact with a retail organisation is usually by telephone. Unless an approach is being made to a small independent retailer, it is unlikely that a buyer will answer directly, and that the first contact will be with a receptionist.

The receptionist is able to direct an enquiry to the appropriate buyer when it has been made clear to which precise category the product belongs. It is important to request the name and title of the buyer to whom the product will be presented before being transferred to the buyer or relevant department.

Be aware that a screening procedure may be in operation to prevent immediate contact with the buyer, but it is usually possible to make an appointment. It is important that the appointment is made with the decision maker and not a deputy, who does not have the authority to buy.

Do not try to discuss the product, or any aspect of it, over the telephone. Remember that the purpose of the call is to get an appointment to see the buyer.

Examples of appointment making phrases are:-

􀂈 "We have an interesting product opportunity which we would like to discuss with you"

􀂈 "We have a product opportunity to attract new customers to your stores and would like to show it to you"

􀂈 "We would like to show you a unique product, ideally suited to (store name), and would like an appointment to discuss it"

If pressed to be specific about the product before an interview will be granted, endeavour to emphasise that the product needs to be seen (touched, smelt, tasted or applied) because it is new and different and that is the reason an appointment is necessary. Care is needed to avoid a possible response that the retailer has sufficient of the type of product being offered and that no more are required. For example:

If the product were a nail-gun, a better description, when endeavouring to obtain an appointment, might be "a special device for knocking in nails".

3. THE SALES PRESENTATION

It is important to arrive on time for the interview and that the sample of the product is perfect and exactly as it will be supplied. The Sales Presentation Folder, together with all documentation on market research and written consumer test results, must be readily available.

The sample should be in a case or wrapped, so that it is not immediately visible to the buyer. The purpose of this approach is to get the buyer's positive interest before showing the product and thus avoid the possibility of a negative decision being made without first having some relevant information.

Therefore on this first visit, make introductions pleasant but formal, avoid 'small talk' and begin by providing a short background of the product's development, its competitive edge, and main product benefits using the Sales Presentation Folder.

When the buyer has been made aware of these facts THEN show the product to the buyer and reinforce the consumer benefits, which will have been outlined a few moments before.

Continue by presenting the market research results, indicate the target market and discuss advertising and promotion plans and possibly offer exclusivity for a limited period.

Listen to what the buyer is saying, answer the buyer's questions and dispel buying objections positively.

Overcoming Objections:

One accepted method to use to overcome buying objections and to dispel doubts in the buyer’s mind is the “Yes-But " technique.

This means that when an objection is raised, such as, “too expensive, not enough demand, wrong colour, wrong style, not as good as current stock” etc., the answer of "Yes-But," followed by the re-emphasising of the unique consumer benefits of the product and the market research results (refer 1.4) helps to negate the objection. It is vitally important to always emphasise the unique consumer benefits and market research results and not the 'technical’ details of a product when presenting a product to a buyer.

Whilst the retail buyer may not tell you directly to your face, they may not want to stock your product because it is a single product e.g. some toe socks. Nevertheless, they may be interested in your socks if they are part of a line or range comprising socks, gloves and a scarf, etc. Therefore, you may need to develop a range or line of products to make a successful sale.

Asking for the Order and Closing the Sale:

Once the buyer’s objections, if any, have been overcome the sale must be closed eg. “How many can I book for you?” or “When would you require delivery?”

Much will depend on the type of product and buying practice of the retail organisation as to whether a firm commitment to buy will be given at the time of the first interview. It may be that a buying committee has to be involved, and if it is not permissible for a presentation to be made personally, then a copy of the Sales Presentation Folder should accompany the sample for the buying committee's consideration. When the commitment is given, remember, it will be subject to rigorous terms and conditions set out by the retailer (see Costing and Pricing above).

Initial acceptance is usually for a trial period, for example 3 months, in which time consumer acceptance will be assessed.

Small business suppliers should be aware that large retailers may not want to buy direct in small quantities so they may refer you to a broker or wholesaler so that the retailer’s purchases can be consolidated

4. AFTER SALES SERVICE BY THE SUPPLIER

All retailers will expect an after-sales service from a supplier. This can be as minimal as a regular telephone call and occasional visit to a single small independent retailer, or as complex as the supply of a merchandising force visiting every branch of a large retailer on a daily basis. However large or small this operation will be, its purpose is to assist the sales of the product to the consumer. Competition is fierce in the market place, with each supplier making sure that his or her product is displayed to maximum advantage and that the product condition is perfect. Technical support, advice and motivation of the retail staff is also essential. Every competitive supplier to the retail trade is involved in applying their utmost

effort to ensuring that their product sells. The newer the product, the more essential this activity becomes.

IN SUMMARY

When offering a product to a buyer, remember the buyer's criteria:

􀂈 What appeal has this product to the consumer?

􀂈 Why will consumers buy the product?

􀂈 Where does it fit into the range currently stocked?

􀂈 Who are the competitors?

􀂈 Does it show sufficient profit?

􀂈 How will it be displayed?

􀂈 How is it to be advertised and promoted?

􀂈 What are the pack sizes?

􀂈 Is the continuity of supply secure?

􀂈 What after-sales service is available?

Remember also:

􀂈 Retailers are "middlemen" between suppliers and consumers and their objective is to generate the

maximum dollar profit per square metre of available selling space. If your product can generate

more dollars per square metre than an existing product you will displace them – and vice versa!

􀂈 Retailers are not particularly interested in whose product they sell.

􀂈 It is the supplier’s responsibility to ensure that consumers choose their product.

Success is assured with careful planning, awareness and research of the retailer’s terms and conditions, a structured sales presentation and strong after-sales service.

SBMS Mentors can help you to prepare your sales presentation and they can help you to rehearse

it. This will maximise your likelihood of succeeding for less than $100-00.

If you would like help from a counsellor either call 132 215, visit the SBMS website www.SBMS.org.au where

you can choose a mentor or just send an email to david.gregory@sbms.org.au 
.
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