
The Hidden Costs of
Selling on Amazon

Many new Amazon sellers overlook some of the costs of selling on Amazon. It’s not
uncommon for new Amazon sellers to get too focused on the profit margins of the
products they are selling. This article will outline some of the hidden costs of selling on
Amazon that many sellers don’t include into their calculations.

Two Often Missed Costs of
Selling on Amazon

Two of the major costs you’ll have to factor in
is the $40 a month for your professional seller
account and Pay Per Click advertising (PPC).
PPC can be viewed both as a variable and a
fixed cost. It is fixed in a sense that you limit
your own PPC budget, but variable because
when starting out, you will have to determine
how much to invest in your PPC and keep
testing and creating new campaigns until you
hit your desired sales objectives. Most sellers
only discover their true PPC costs of selling on
Amazon after they run PPC campaigns for a
few months.
 
You’ll need to set aside money in order for
your Amazon business to run smoothly. First,
you’ll need to set aside the funds for the
manufacturing of your first batch of products.
For example: if your first batch is 100 units at
10$ a unit (shipping included), you’ll need
1000$. That makes sense, however, you
should also have another 1000$ available and
ready to purchase your next batch as well.
This is due to the fact that it will take at least
2 weeks to receive your sales earnings from
Amazon. If you are thinking of using your sales
to fund your second batch of products, this
could substantially delay your progress.  It’s
far better to have your funds ready to inject
into your second batch without having to wait
to collect your earning from the first one. You
simply cannot risk having the product go out
of stock, otherwise, your organic ranks and
BSR could plummet. This is really hard to
recover from, especially with new sellers.

Returns

A lot of Amazon sellers don’t like to consider
this as a factor in their Amazon business. It’s
easy to believe that you won’t get any returns
because you’ve ensured that your products
quality is meeting its standard. Which is a very
reasonable thing to assume. After all, if
people are searching for something (that
something being your product) and they get
exactly that, why would they return it? Well,
sometimes they will.  Amazon loves their
customers, arguably way more so than their
sellers. They have a 30-day return policy that
requires no explanation on the part of the
customer. Of course, you can expect a return if
your product is damaged or of lower quality
than advertised. What you wouldn’t expect is
for someone to return your product because
they simply don’t feel like having it anymore.
Customers can return a product simply if they
believe they’ve found something better. Some
customers may return a product because they
didn’t understand what it does even though
you made every effort to be as clear as
possible. Some of then can’t be bothered to
read your bulletins or your product
description. It’s a very unfortunate thing and
there are ways of mitigating those instances,
however, I don’t think there is a way to avoid
return altogether. So, what does this cost you?
Once you make a sale the customer pays for
their purchase and you get the sum after the
Amazon fees and the shipping fees have been
subtracted.



Once the customer asks for a return you have
to refund them the entire sum from your own
account. On top of that in almost all cases
you don’t get your product back in your
inventory, it’s gone. Only in cases when the
package could not be delivered or some
instance where it hasn’t been opened, you get
it back. After you have made a full refund of
course.On top of that if you get a certain
number of returns you risk your listing being
taken off Amazon. With a certain rate of
returns Amazon’s algorithm marks your
product as something that’s failing the
customer’s expectation. Of course, Amazon
cannot allow that. However, no one gets
kicked off Amazon for a high return rate if they
have a good product. If you make sure you
have a quality product you won’t be facing
this issue. The point is you will get returns and
you will never grow to like them. Returns are
not something that should deter you from
selling, they are simply a part of being a
seller. The worst they do is slightly mess up
your profit margins.

Your Time

 
It’s hard work that separates entrepreneurs
from the rest. It will be difficult to have a new
responsibility that involves important
decisions. Being aware of the time you need to
invest, and making sure to commit to that
time investment is the key to your success.  
You might alleviate this problem a bit by
starting your Amazon business with a partner
or partners. Sometimes there might be things
that need to be dealt with quickly and having
a partner to rely on can be crucial in those
moments. A partnership can also be great if
you have complementary skill sets and
individual talents and proficiencies. The point
is that in order to have that free time in the
future you have to pay in the time right now.
The best part is that it’s worth it.
In conclusion, being an Amazon seller is a
great and amazing opportunity and we are
just witnessing the beginning of it.  The
important thing to keep in mind is that this
isn’t a gold rush scenario, this is just a new
21st century way of running a business. Things
that were not accessible to many have now
become accessible, new avenues of
opportunities have opened up. This doesn’t
mean that it’s easy money, it’s still a business
and no business is easy money. As the old
saying goes “You need to spend money to
make money”, of course, this holds true for an
Amazon business just like any other. This is
easy accessibility and easy scaling which make
this the greatest business opportunity of our
time. The point is that you need to make smart
decisions, be diligent and plan ahead in order
to be a successful entrepreneur. Luckily all the
tools and all the options are at your disposal,
all you need to do is make the best of it. Good
luck sellers!

Most of us selling on Amazon are hoping to
spend only a few hours a day managing an
Amazon business.  This is definitely an
achievable goal and one to very much looking
forward too. However, getting to that point is
going to be quite time consuming. It’s not easy
to come home from work and have to attend
you Amazon seller business late into the night
when all you want to do is relax.


