
WHOLESALE DEFINITIONS
Backorder
Products that have been ordered, but not yet shipped. This typically happens when the
manufacturer lacks stock or when orders for items are received before production has
started.

Dropshipping
The practice of a seller fulfilling orders from a third party and having items shipped directly to
the customer.

Example: You sell product x in your store, but do not keep inventory on hand. Once a
customer purchases product x, you receive the money and purchase from the supplier. The
supplier sends product x directly to the consumer.

Lead Time
The amount of time a seller requires before being able to produce and deliver goods to a
retailer.

Line Sheet
A document that displays all of the products in a seller’s line. By referencing the linesheet, a
retailer can put together a purchase order by listing the quantity of each item they want to
carry.

Manufacturer
A person or company that makes goods for sale. Also known as maker, producer, creator or
designer. A manufacturer may sell to the wholesale market and / or direct to consumer.

Manufacturer’s Suggested Retail Price (MSRP)
The price that a product's manufacturer recommends it be sold for at point of sale.

Margin
The difference between your wholesale price and the actual cost of producing an item.

Markup
The amount or percentage difference between a wholesale and retail price. In order to make
a profit on every good or service sold, you want to charge a price that's a percentage above
how much it costs.

Minimum Order Quantity (MOQ)
The minimum order size accepted by a wholesale seller. As a wholesale seller, this is based on
the minimum order you need in order for the transaction to be profitable for you.
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WHOLESALE DEFINITIONS
Net Payment Terms
Pre-approved payment terms that enable a retailer to pay for a product after they’ve received
it and had an opportunity to sell it. Offering Net Terms is most common when working with
reps and/or with repeat wholesale customers.

Example: Net-30 would require payment 30 days after delivery; Net-60, 60 days after delivery.

Private Label/White Label
Private label (also referred to as “white label”) refers to the practice of another company hiring
or using a manufacturer to develop a product under its brand name.

Resale Certificate/Sales Tax Permit/Seller’s Permit
In the US, designers don’t charge sales tax for wholesale transactions, provided that retailers
have a resale tax ID number. This ensures the government that sales tax will be charged to
the end consumer when the retailer resells the goods. For sellers, asking retailers for their
resale tax ID number is common practice and a way to verify that you’re working with a
legitimate business.

Stock Keeping Unit (SKU)
A unique code (or series of numbers) assigned to each style of product in your line. SKUs are
most often used when a seller has a large inventory to manage. The code is usually shown on
purchase orders and pick lists.

Universal product code (UPC) Labelling
A unique barcode with a string of digits assigned to each of your products to make inventory
and sales tracking easier and faster.

Wholesale
The sale of goods in large quantities for resale by a reseller. As such, a wholesaler acts as an
intermediate party that sells goods in bulk to individual retailers who are buying them to
resell to consumers. Purchasing products wholesale is usually made in bulk at lower prices
than you would pay at final sale price at a boutique or store.
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