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Introduction

| have written this playbook to assist retailers in planning and growing their own online marketplaces.
The content of this playbook draws from my firsthand experience in successfully launching and
growing a $80 Million online marketplace business on the Mirakl platform for a leading Canadian
retailer.

In this Playbook, you will find valuable insights and practical tips that can help you navigate the
complexities of launching and scaling an online marketplace. | have included strategies for building a
robust assortment, attracting sellers, optimizing operations, and driving customer engagement.
Additionally, the Playbook provides guidance on tackling challenges such as managing seller
relationships, ensuring quality control, and maintaining a competitive edge in the market.

By leveraging my experience and expertise, this Playbook aims to empower retailers to make
informed decisions and implement effective strategies that will contribute to the success of their
online marketplaces. Whether you are just starting out or looking to enhance your existing
marketplace, this Playbook will serve as a valuable resource to support your growth objectives.

Please feel free to reach out if you have any questions or require further assistance. | am available to
support you in your journey towards a successful online marketplace launch and growth.

FLATWORLD GROUP
AMAZon R-TO-Z

Ranjit Mulgaonkar
CEO & Founder
Flatworld Group

Ranjit@flatworldgroup.com

https://www.linkedin.com/in/ranjitm/
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Executive Commitment and Support

The success of launching a marketplace heavily relies on executive commitment and support. Here are
some key points to consider regarding executive commitment:

1. Communication of the strategic importance: Clearly articulate the strategic benefits of launching a
marketplace to the executives. Highlight how it aligns with the company's long-term goals and can
drive growth, expand market reach, and enhance customer experience. Emphasize the potential for
increased revenue streams through expanding product selection and the opportunity to tap into new
customer segments without having to buy inventory.

2. Secure buy-in from the board, CEO, and top-level executives: Gain the support of the board, CEQO,
and top-level executives by presenting a well-developed business case for the marketplace. Highlight
the potential return on investment (ROI) and the competitive advantage it can bring. Address any
concerns or objections such as cannibalization of existing channels and profitability.

3. Allocate resources and budget: Executives need to allocate the necessary resources, both financial
and human, to launch and sustain the marketplace. This includes the budget for technology
infrastructure (Marketplace platform, integration with OMS and eCommerce platform), marketing and
promotion, personnel, and ongoing operational expenses. Demonstrating a clear plan for resource
allocation and ROI will help secure executive commitment.

4. Set clear goals and metrics: Establish clear goals and metrics for the marketplace, such as the
number of sellers, product assortment, customer acquisition, and revenue targets. Ensure that these
goals align with the overall company objectives. Regularly report progress and milestones to
executives, demonstrating the marketplace's impact and growth.

5. Foster cross-department collaboration: Encourage collaboration between different departments,
such as merchandising, marketing, IT, legal, finance, and operations. Executives should facilitate
communication and cooperation among these teams to ensure alignment and integration of the
marketplace into the existing business framework. Address any concerns or resistance from other
departments and emphasize the commitment to and benefits of the marketplace for the company.

6. Lead by example: Executives should actively participate in and champion the marketplace initiative.
Their involvement and visible support will inspire confidence and encourage other employees to
embrace the marketplace. Executives should prioritize the marketplace's success and regularly engage
with the team responsible for its implementation.

7. Monitor and evaluate progress: Executives should stay informed about the marketplace's progress,
monitor key metrics, and receive regular updates. They should provide guidance and make strategic
decisions based on the marketplace's performance. Encourage open communication channels
between executives and the marketplace team to address challenges, adjust, and seize growth
opportunities.

Overall, securing executive commitment is crucial for the successful launch of a marketplace. By effectively
communicating the strategic value, obtaining buy-in, allocating resources, fostering collaboration, and
leading by example, executives can set the stage for a strong marketplace foundation and long-term growth.
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Project Execution

Launching a marketplace requires careful planning and execution to ensure its success. This
section highlights essential components for a successful marketplace launch, including project
scope, roadmap, resource, and budget allocation, OKRs, a marketing plan, and the formation of
a steering committee.

1. Define Project Scope and Objectives: Clearly define the scope of the marketplace project,
including the target customers, product categories, and the desired outcomes. Establish
specific objectives such as the number of sellers, product choices, seller productivity,
category productivity, and SKU productivity. A well-defined scope sets the foundation for
effective project planning and execution.

2. Develop a Project Plan: Break down the project into manageable tasks and create a
detailed roadmap. Assign responsibilities to team members from different departments and
synchronize tasks across business development, account management, onboarding,
customer support, finance, and legal teams. Regular team check-ups ensure coordination
and progress tracking.

3. Conduct Market Research: Perform comprehensive market research to gain insights into
the target demographics, competition, market opportunities, and potential risks. This
research will help in making informed decisions throughout the project.

4. Design the Marketplace: Create a user-friendly interface and design workflows for sellers
and buyers. Establish product categories and listing Guidelines that align with the
marketplace's objectives. Pay attention to usability, aesthetics, and intuitive navigation to
enhance the user experience.

5. Implement and Test the Marketplace: Launch the marketplace in stages to ensure a smooth
transition and minimize disruptions. Monitor user feedback and conduct rigorous testing to

identify and address any issues. Continuously improve the platform based on user feedback

and market demands.

6. Develop a Marketing Plan: Create a comprehensive marketing plan to generate interest
and attract both buyers and sellers to the marketplace. Develop a promotional campaign
and strategize an advertising channel mix to effectively reach the target audience. Leverage
various marketing channels, such as social media, content marketing, and search engine
optimization, to maximize visibility and engagement.

7. Establish Policies and Guidelines: Develop and communicate clear policies and guidelines
that govern seller and buyer behavior, ratings, reviews, and dispute resolution. These policies
ensure a fair and transparent marketplace environment, fostering trust and confidence
among users.

8. Establish Legal and Compliance Considerations: Ensure compliance with applicable laws and
regulations, such as data privacy, consumer protection, and tax regulations. Establish robust
security measures to safeguard user data and protect against potential legal risks. In
addition, consider government requirements for recalling harmful products.

9. Monitor and Improve: Regularly monitor marketplace activities, performance metrics, and
customer feedback. Analyze data to identify areas for improvement and implement

A Playbook to launching and growing a successful Marketplace business Flatworld Group Confidential



necessary changes to enhance functionality, user experience, and overall performance.
Continual monitoring and improvement are crucial for the long-term success and growth of
the marketplace.

Executing a successful marketplace launch requires careful planning and execution. Defining
project scope and objectives, developing a detailed project plan, conducting market research,
designing a user-friendly interface, implementing and testing the marketplace, developing a
marketing plan, establishing policies and Guidelines, addressing legal and compliance
considerations, and monitoring and improving the platform are essential components for a
successful marketplace launch. By following these steps, a marketplace can build a strong
foundation for growth and success in the competitive e-commerce landscape.
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Collaboration between merchant and marketplace teams

Collaboration and cooperation between the merchant team and the marketplace team are essential
for the success of a marketplace. The merchant team typically has a relationship with brands that sell
as a first party. This pool of brands is ideal for sellers for the marketplace as they can list additional
products and variations that are not bought by the retailer. Here are some key points to consider:

1. Establish a shared vision: The merchant team and the marketplace team should align on a shared
vision and goals for the marketplace. This includes understanding the marketplace's value
proposition, target audience, and desired product assortment. By having a common understanding,
both teams can work towards a unified strategy. The merchant team's relationship with existing and
new brands can accelerate marketplace growth.

2. Foster open communication: Encourage regular and open communication channels between the
merchant team and the marketplace team. This includes conducting joint meetings, sharing business
development pipelines, insights on brand performance, and assortment holes in first party that the
marketplace can fill. Collaboration platforms to share sales pipelines can facilitate seamless
communication and information sharing between the teams.

3. Address concerns and resistance: It's common for the merchant team to view the marketplace as a
potential competitor or disruption to their existing operations. It's crucial to address these concerns
and resistance through clear communication and education. Explain the benefits of the marketplace,
such as expanded reach, increased sales opportunities, and access to new customers. Executive
support plays an important role in improving collaboration between the teams.

4. Incentivize cooperation: Consider implementing incentives that encourage cooperation and
collaboration between the merchant team and the marketplace team. For example, tie merchant team
bonuses to the success of the marketplace or create joint performance metrics that reward both
teams for achieving shared goals. This helps align their interests and fosters a collaborative mindset.

5. Share data and insights: Both teams should have access to relevant data and insights to make
informed decisions. Provide the merchant team with information about marketplace performance,
customer behavior, and emerging trends. The marketplace team should share data with the merchant
team to help them optimize their product offerings, inventory buys, pricing, and promotion strategies.

6. Joint sales activities: Encourage joint sales activities where the merchant team and the marketplace
team work together to onboard new sellers or promote specific products. This collaboration can help
build trust and enhance the seller recruitment process. By leveraging the merchant team's
relationships and the marketplace team's expertise, they can collectively drive growth. Joint
presentations to brands introducing the marketplace and how it will benefit the brands (larger brand
presence, expanded selection, testing new products, incremental revenue, identifying the winners for
first party and brick-and-mortar channels).

7. Continuous feedback and improvement: Establish a feedback loop between the merchant team and
the marketplace team. Encourage both teams to share their experiences, insights, and suggestions for
improvement. Actively listen to their feedback and make necessary adjustments to optimize the
marketplace's operations, processes, and overall performance.

By promoting collaboration and cooperation between the merchant team and the marketplace team, you
can leverage their combined strengths and resources to drive the success of the marketplace. It's important
to establish clear communication channels, address concerns, share data, incentivize cooperation, and foster
a collaborative mindset across both teams.
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Assortment Strategy.

Developing an effective omnichannel assortment strategy is crucial for the success of a marketplace.
Here are some points to consider:

1. Early collaboration: Involve your brick-and-mortar, eCommerce, and dropship teams in the
assortment strategy development process from the beginning. This collaboration ensures alignment
and avoids potential issues like cannibalization or conflicts between different sales channels.

2. Identify gaps and opportunities: Analyze your existing assortment to identify areas where the
marketplace can provide additional choices or fill in gaps. Look for product categories or brands that
are in high demand or have limited availability in your current offerings. Analyzing the search volume
can be very useful in identifying the products customers are looking for. Monitoring null searches with
enough volume can also lead to adding new products you currently do not have.

3. Expanding existing brands: Consider expanding your existing brands by offering additional choices
in terms of styles, colors, and sizes. This strategy leverages the trust and familiarity customers have
with these brands. By providing a wider range of options from familiar brand customers, you can
increase customer satisfaction and encourage repeat purchases.

4. Adding new brands: The marketplace provides an opportunity to extend your assortment by adding
new brands that your business may not have the cash flow or resources to acquire directly. Identify
brands that align with your target market and customer preferences. This not only expands your
product offering but also attracts new customers who are loyal to those brands.

5. Adjacent categories: Explore adjacent categories that complement your existing business. Identify
areas where you can diversify and generate incremental sales. For example, if you sell sporting goods,
consider adding fitness equipment or activewear as adjacent categories. You can also introduce new
categories that fit your retail brand. Promote these new categories through various marketing
channels and prominent positions on the site to make customers aware of the expanded offerings.

6. Third-party services: In addition to products, consider incorporating third-party services that
enhance and support product sales. For example, if you sell photography equipment, you can offer
photography services or tutorials as a value-added service. Party City recently added additional
services such as photography, catering, and clowns to their marketplace. This will create additional
revenue streams and provides a comprehensive one-stop solution for customers.

7. Consider market demand and competition: Conduct thorough market research to identify trends,
demand patterns, and competitive landscape within your target market. Evaluate the viability and
profitability of each assortment strategy option. Balance your assortment strategy to ensure a mix of
established brands, new brands, and complementary categories that align with customer preferences
and market demand.

8. Continuously optimize: Monitor the performance of your assortment strategy and make data-driven
decisions. Regularly review sales data, customer feedback, and market trends to identify opportunities
for improvement. Adjust your assortment strategy as needed to stay competitive and meet evolving
customer needs.

By collaborating with the merchant team, and continuously refining your assortment strategy, you can
create a diverse and appealing product offering that attracts customers and drives the success of your
marketplace.
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Consistent customer shopping experience.

Ensuring a consistent and seamless customer experience between first party products and
marketplace products is crucial for the success of your marketplace. Here are some key
considerations:

1.

Returns and exchanges: Aim to provide customers with the same return and exchange policies
for both first party and marketplace products. Establish clear Guidelines and processes that are
easily accessible and communicated to customers. Ideally, allow customers to return marketplace
products through the same channels as first party products, such as in-store returns or pre-paid
return labels.

Loyalty points and rewards: Integrate your loyalty program to cover purchases from both first
party and marketplace products. Ensure that customers earn and redeem loyalty points regardless
of the product source. This enhances customer loyalty and encourages repeat purchases across
your entire inventory.

Free shipping: Offer consistent free shipping options for both first party and marketplace
products. Consider setting a minimum order threshold that applies to all products, regardless of
their source. Alternatively, explore options such as subscription-based free shipping programs
that encompass both types of products. This helps maintain a unified shipping experience for
customers.

Promotions and discounts: Extend promotional offers, discounts, and sales events to encompass
both first party and marketplace products. Implement cross-promotion strategies where
customers can discover marketplace products while browsing first party products and vice versa.
This creates a cohesive shopping experience and drives customer engagement.

Transparent product information: Ensure that product information, including descriptions,
specifications, and reviews, is readily available and consistent across both first party and
marketplace products. Customers should have access to the same level of detail and insights
regardless of the product source. This builds trust and facilitates informed purchasing decisions.

Customer support: Provide consistent and reliable customer support for both first party and
marketplace products. Have a dedicated support team or channels that can assist customers with
inquiries, issues, or concerns related to marketplace purchases. Clear communication channels
and responsive customer service contribute to a positive customer experience.

Integration and platform design: Seamlessly integrate the marketplace within your existing e-
commerce platform or website. Ensure a consistent design, user interface, and navigation
experience for customers when browsing and purchasing both first party and marketplace
products. Some companies will have a tab or search option to select first party or marketplace
products. In my opinion, this option discourages customers from buying marketplace products.
Blending first party and marketplace products creates a cohesive and familiar environment,
reducing any friction or confusion.

Total purchase consolidation: Whenever possible, consider allowing customers to combine
purchases from both first party and marketplace products to qualify for benefits such as free
shipping or loyalty points. This consolidates the customer's shopping experience and encourages
them to explore and purchase from different product sources.

By making the customer experience consistent and unified across first party and marketplace products,
you enhance customer satisfaction, build trust, and encourage loyalty. Customers should have a
seamless shopping journey, regardless of whether they are purchasing from your first party inventory or
the marketplace.
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Leveraging Brick-and-Mortar presence.

Leveraging your brick-and-mortar presence in conjunction with your marketplace can provide a
unique advantage. Here are some ways to enhance the customer experience by utilizing physical
stores:

1. Promote the Marketplace in-store: Use your physical store as a platform to inform customers
about the availability of additional selections on the marketplace. Display QR codes or provide
signage in different departments, encouraging customers to explore the marketplace for a wider
range of products. Highlight the convenience and variety that the marketplace offers,
complementing the in-store experience.

2. Showcase product availability: If a customer is unable to find a specific product in-store, inform
them about the option to search for it on the marketplace. Train your store staff to assist
customers in navigating the marketplace or using in-store kiosks to access the online inventory.
By seamlessly integrating the marketplace into the brick-and-mortar experience, you can provide
customers with more choices and increase customer satisfaction.

3. Seamless returns process: Use your physical stores as a return point for marketplace purchases.
Allow customers to conveniently return marketplace products at the store, regardless of whether
they were originally purchased in-store or online. Ensure that the return process is consistent and
straightforward, providing customers with a hassle-free experience. This feature will increase foot
traffic to your store leading to incremental revenue.

4. Cross-promotion and upselling: Train your store staff to actively promote marketplace products
alongside in-store offerings. Encourage them to suggest relevant marketplace products that
complement a customer's in-store purchase. This cross-promotion can lead to additional sales
and revenue while expanding the customer's options.

5. In-store pickup options: Typically, the marketplace model does not allow for in-store pickup,
you can offer customers the option to have their marketplace purchases delivered to the store for
pickup, leveraging your brick-and-mortar presence as a convenient pickup location. This can help
drive foot traffic and encourage customers to visit the store.

6. Collect customer feedback: Utilize your physical stores to gather customer feedback about the
marketplace. Train your store staff to engage customers and ask for their opinions and
suggestions. This valuable feedback can help you improve the marketplace experience and
address any concerns or issues that customers may have.

By leveraging your brick-and-mortar presence, you can bridge the gap between the online marketplace
and the physical shopping experience. By promoting the marketplace in-store, facilitating returns, cross-
promoting products, and utilizing customer feedback, you can enhance the overall customer experience
and drive engagement with your marketplace while leveraging the strengths of your physical stores.
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Cross-border logistics.

Implementing cross-border logistics for shipping and returns is a valuable strategy to expand the
brand and product selection of your marketplace. Here are some considerations to keep in mind:

1.

Evaluate market demand: Conduct market research to identify regions or countries where there
is demand for the products available in your marketplace. Consider factors such as consumer
preferences, purchasing power, and potential competition in those markets.

Partner with global shipping providers: Collaborate with global shipping providers that have
experience in cross-border logistics. Choose reliable partners that offer competitive shipping
rates, consolidated shipping, reliable tracking systems, and efficient delivery timelines. Seamless
shipping services are crucial for providing a positive customer experience.

Customs and import regulations: Familiarize yourself with customs and import regulations in
the target markets. Ensure that you comply with all relevant laws and regulations regarding
product labeling, duties, taxes, and any required documentation for cross-border shipments. This
will help avoid any potential legal or logistical issues.

Clear communication of shipping terms: Clearly communicate shipping terms and policies to
customers, including estimated delivery times, shipping costs, and any potential customs fees or
taxes. Provide transparency to customers so that they can make informed decisions when
purchasing cross-border products.

Localize customer support: Consider providing localized customer support for customers in
different regions. This may include multilingual customer service representatives or partnering
with local customer support providers. Efficient and responsive customer support can help
address any concerns or questions related to cross-border shipping and returns.

Streamlined return process: Establish a streamlined process for cross-border returns. Clearly
communicate return policies to customers and provide easy-to-follow instructions for initiating
returns. Consider offering options for return shipping labels or partnering with local return
centers to facilitate the return process. Partner with global shipping providers who can collect
returns locally and manage cross-border shipping to the seller.

Manage international inventory: Evaluate whether it is beneficial to store inventory in different
regions to reduce shipping costs and delivery times. This could involve establishing fulfillment
centers or partnering with third-party logistics providers in strategic locations. Having a local
inventory can expedite shipping and reduce potential customs delays.

Continuous optimization: Continuously monitor and optimize your cross-border logistics
operations. Track shipping performance, delivery times, customer feedback, and return rates. Use
this data to identify areas for improvement and adjust to enhance the customer experience and
operational efficiency.

Expanding your brand and product selection through cross-border logistics requires careful planning,
reliable partnerships, and attention to customer satisfaction. By implementing efficient shipping and
return processes, complying with customs regulations, and continuously optimizing your operations, you
can successfully expand your marketplace's reach and offer customers a broader range of products from
around the world.
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Value-added services for sellers.

Providing value-added services to sellers can significantly enhance the customer experience, improve
sales, and attract more sellers to your marketplace. Here are some value-added services you can offer:

1.

Advertising and promotion (Retail media advertising): Offer sellers the option to run targeted
advertisements or promotional campaigns within your marketplace. Provide tools and analytics to
track the performance of their ads and optimize their marketing efforts. This not only helps sellers
increase their visibility and reach but also drives customer engagement and sales and generates
incremental revenue for you.

Content generation and optimization: Assist sellers in creating high-quality product
descriptions, images, and videos. Offer content generation services or provide Guidelines and
best practices for optimizing their product listings. Well-crafted and informative content can help
sellers attract and engage customers, leading to increased sales. Many companies are offering Al
based image processing and content generation.

Translation services: If you operate in multiple regions or countries, provide translation services
to help sellers reach a broader customer base. Offer translation assistance for product listings,
customer reviews, and customer support. This enables sellers to cater to international customers
and improve their sales potential in different markets.

Augmented Reality (AR) and Virtual Reality (VR): Explore the integration of AR and VR
technologies to enhance the customer experience. Enable sellers to showcase their products in
interactive and immersive ways, allowing customers to virtually try products or visualize them in
real-world environments. This can boost customer confidence, reduce returns, and increase sales
conversions.

Seller education and training: Provide educational resources, webinars, or workshops to help
sellers optimize their marketplace presence and sales strategies. Cover topics such as effective
pricing strategies, inventory management, customer service best practices, and leveraging
marketplace tools and analytics. Empowering sellers with knowledge and skills can improve their
performance and customer satisfaction.

Seller support and account management: Offer dedicated support channels or account
managers to assist sellers with any questions, concerns, or technical issues they may encounter.
Prompt and personalized support can help sellers navigate the marketplace more effectively and
build long-term relationships. Addressing their needs leads to improved seller satisfaction and
increased loyalty.

Performance analytics and insights: Provide sellers with access to detailed performance
analytics and insights about their products and sales. This includes data on customer behavior,
conversion rates, popular search terms, and competitive analysis. Equipping sellers with data-
driven insights enables them to make informed decisions, optimize their offerings, and improve
sales performance.

Integration with third-party services: Collaborate with third-party service providers to offer
additional value-added services to sellers. For example, you can partner with logistics companies,
payment processors, or marketing agencies to streamline sellers' operations and enhance their
sales capabilities.

Rememober to tailor your value-added services to meet the specific needs and preferences of your sellers.
Continuously gather feedback and assess the impact of these services on seller performance and
customer experience. By providing value-added services, you differentiate your marketplace and create a
competitive advantage, attracting more sellers and driving customer satisfaction and sales growth.
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Understanding Different Types of Sellers on Marketplaces

In the ever-evolving world of e-commerce, marketplaces have become a popular platform for sellers
to reach a wide range of consumers. However, it is essential to understand that not all sellers on
marketplaces are the same.

1. Established Brands: These brands have already gained recognition, affinity, and trust from
consumers. They have a strong presence not only on marketplaces but also through their own direct-
to-consumer (D2C) channels, such as their websites. Established brands often have a loyal customer
base and are known for their quality and reliability.

2. Resellers: Another type of seller commonly encountered on marketplaces is resellers. These sellers
acquire products from various sources, including manufacturers, distributors, or even other sellers,
and resell them on marketplaces. Resellers play a crucial role in providing a diverse range of products
to consumers. However, it is important to note that resellers may not always have the same level of
brand recognition or trust as established brands.

3. Aggregators: Aggregators are sellers who bring together products from multiple sources and offer
them on marketplaces. They act as intermediaries between manufacturers, distributors, and
consumers. Aggregators also play a significant role in expanding the product range available on
marketplaces. They often curate a selection of products to cater to specific consumer needs or
preferences.

4. New Brands: Lastly, marketplaces provide a platform for new brands to establish their presence in
the market. These brands may be innovative startups or emerging businesses trying to gain
recognition and expand their customer base. Marketplaces offer them a wider reach and exposure,
allowing them to showcase their products to a larger audience.

When shopping on marketplaces, it is important to recognize that not all sellers are the same.
Understanding the different types of sellers can help consumers make informed decisions based on their
preferences, trust, and reliability. Established brands offer familiarity and trust, resellers provide a diverse
range of products, aggregators bring together specialized selections, and new brands offer innovative

options. By understanding these distinctions, consumers can navigate marketplaces more effectively and find

the products that best suit their needs and preferences.
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Seller Application

1. Business Information

e Business name

e Business location and address

e EIN number

e Seller website and ecommerce platform used

e Warehouses

e Annual revenue

e Phone number

e Email address

e Seller type - brand, distributor or reseller

e Channels you sell the product on (websites, marketplaces)

2. Business contact information

e Full legal name (including middle name)
e Country of citizenship

e Country of birth

e Date of birth

e Residential address

e Email

e Phone

3. Billing information

e Credit card for monthly fees and advertising
e Bank information for direct deposit

4. Assortment Review

e Seller SKU
e Barcode (EAN)
e Brand

e Product Title

e Product Description

e Seller Iltem Category

e Primary Image URL

e Ship Speed (Ground, 2-day, 1-day)
e Retail Price

e Seller Iltem Subcategory

e UPC-EAN compliance

5. Seller verification

e Marketplace verifies business information
e BBB

e Review seller website

e Review seller presence on other channels
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Seller Presentation

To initiate contact with potential sellers for your marketplace, you need a short presentation
communicating the value proposition and highlights of the program. Typically, the seller presentation
is used to introduce the Marketplace program and gauge interest level from the sellers for the next
steps such as seller application, approval and contract.

About the company

Company strategy for Marketplace

Website statistics (visitors, members)

Product categories

Customer demographic

How marketplace works

Seller benefits

® N VA W =

Promotions and sales

9. Commissions and other fees
10. Advertising opportunities
11. Seller Services

12. Application process
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Well-Defined Seller Agreements on Marketplaces

When it comes to marketplace platforms, establishing well-defined agreements with sellers
is crucial. These agreements outline expectations, responsibilities, and terms for both parties
involved. In this essay, we will explore the significance of well-defined seller agreements and
the key elements that should be included to ensure a successful and mutually beneficial
partnership.

1. Seller Agreements: Seller agreements serve as the foundation for a strong business
relationship between the seller and the marketplace platform. These agreements should
include essential details such as product categories, commission rates, payment terms,
dispute resolution procedures, and product listing guidelines. By clearly defining these
terms, sellers can protect themselves from potential disputes or legal issues, while also
ensuring that their interests are adequately represented on the platform. Additionally, well-
defined contracts build trust between the seller and the platform, fostering a more
prosperous and sustainable business relationship.

2. Commission Rates: Commission rates play a vital role in the seller agreement, as they
determine the financial obligations of the sellers to the marketplace platform. These rates
can vary widely depending on the platform and the product type. It is essential for sellers to
understand and negotiate commission rates that align with their profit margins and the
value provided by the platform. Different product categories may have different commission
rates, with higher rates for products with higher margins or unique market demands. Typical
commission rates range from 8% to 20%.

3. Additional Fees: In addition to commission rates, marketplaces often charge additional
fees for services such as fulfillment, advertising, and content creation. These fees should be
clearly stated in the seller agreement to avoid any surprises or misunderstandings. Sellers
need to be aware of the costs associated with utilizing these services and evaluate their
potential benefits to their business.

4. Short and Simple Agreements: To facilitate a smooth onboarding process and avoid
lengthy negotiations, seller agreements should be kept short and simple. Click-through
formats are often preferred to accelerate the onboarding process. However, larger sellers
may negotiate standard commissions based on their business requirements and scale.

5. Price Parity: Including a clause for price parity in the seller agreement is crucial. This
ensures that sellers maintain consistent pricing on the marketplace, aligning with prices on
other direct-to-consumer (DTC) sites and other marketplaces where they sell their products.
Price parity helps to maintain fair competition and prevent price discrepancies that could
harm the reputation of the marketplace.

6. Adherence to Standards: Seller agreements should address adherence to global supply
chain and labor standards. This ensures that sellers meet the marketplace's standards and
comply with ethical practices, promoting responsible business conduct and protecting the
reputation of the platform.

7. Other Terms: Seller agreements should also cover important terms such as free delivery,
returns, delivery times, response to customer complaints, and promotion
inclusions/exclusions. Clear Guidelines on these aspects enable sellers to align their
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operations with the marketplace's policies and provide a consistent and positive customer
experience.

8. Restricted Products: To maintain a safe and appropriate marketplace environment, seller
agreements should include rules regarding prohibited products. These rules help to ensure
that sellers adhere to ethical standards and comply with legal regulations.

Well-defined seller agreements are crucial for marketplace platforms as they establish clear
expectations and responsibilities for both sellers and the platform. Commission rates, additional
fees, price parity, adherence standards, and other terms are vital components that should be
included in these agreements. By having comprehensive and transparent agreements,
marketplaces can foster a healthy and mutually beneficial relationship with their sellers, leading to
a successful and sustainable business ecosystem.
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Account Management

Account Management is the Key to a Thriving Seller Community. Business Development team
plants the seeds by seller acquisition while account is responsible for retaining and growing the
sellers.

A robust Account Management function is crucial to the long-term success of your Marketplace.
Sellers are not just vendors; they are vital partners who contribute directly to revenue generation
and influence the very product selection that draws customers in.

Account Management has three main goals:

Retain existing sellers: Proactive support, personalized attention, and addressing seller
concerns foster loyalty and reduce churn.

Grow the seller community: Attracting new sellers and ensuring their smooth onboarding
creates a positive ripple effect, leading to wider product variety and increased platform appeal.

Maximize seller performance: Account managers can provide valuable insights, guidance, and
support, enabling sellers to optimize their listings, coordinating promotions, achieve better sales,
and ultimately contribute more to the Marketplace success.

In essence, a well-functioning Account Management team acts as a bridge between the
Marketplace platform and its sellers, ensuring both sides thrive and reap the benefits of a strong,
collaborative partnership.

Seller Segmentation

To optimize the efforts and to get most out of the seller community, the sellers can be
segmented in a few different ways:

By Revenue potential — Sellers with larger revenue potential generally get more attention — face
to face meetings, business reviews while sellers with smaller revenue potential will be
communicated via email, newsletters and self-service tools. Typically, sellers are grouped in three
tiers by size large, medium and small. Large sellers typically have a weekly call with their account
manager to review the business and resolve issues.

By product category — In addition to the seller revenue potential, often it is more productive to
assign account managers to sellers with products in specific categories. Being involved with
sellers in similar categories can provide market intelligence about the products, pricing,
promotion that can be applied to other sellers in the category.

Seller Communication

Frequent communication with sellers is important as you are completing for attention with other
channels like marketplaces, retailers, seller's own ecommerce business.

Self Service Tools — Many Marketplace platforms provide self-service tools and dashboard for sellers
to monitor sales, inventory, returns, advertising, as well as seller performance. In addition to these
tools, Account Managers can provide guidance, updates and helpful tips to the sellers via newsletter,
email and seller conference.

Weekly email communication to sellers — Each week sellers receive a short email with major
updates related to the seller. The Newsletter can include company and marketplace feature updates,
new categories, upcoming promotions, sales trends and third-party partner updates.
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Seller conference — Companies host a seller conference when the seller base grows to a large
number.

By segmenting sellers, assigning account management resources strategically and creating a communication
strategy you can retain and grow the sellers.
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Refine frequently

Regularly refining your sellers, categories, and products based on performance is a valuable practice
to declutter your site, improve support levels, and optimize sales. Here's how you can approach the
refinement process:

1. Performance analysis: Conduct a comprehensive analysis of seller performance, category
performance, and individual product performance. Utilize key metrics such as sales volume,
conversion rates, customer feedback, and return rates to evaluate the performance of each seller,
category, and product.

2. Identify top performers: Identify the top-performing sellers that consistently meet or exceed
your performance goals and develop close personal relationships with them. These are the ones
that contribute the most to your marketplace's success and customer satisfaction.

3. Remove underperforming sellers: Identify sellers that consistently underperform or fail to meet
performance criteria. Consider delisting or terminating partnerships with these sellers to maintain
a high-quality and streamlined marketplace. Make sure your seller agreement allows you to
terminate the relationship without any complications. Communicate clear performance
expectations to sellers and provide support and guidance to help them improve their
performance before making any final decisions.

4. Assess category performance: Evaluate the performance of each category on your marketplace.
Identify categories that consistently generate high sales, attract customer engagement, and align
with your target market. Consider expanding or investing more resources into these high-
performing and growth categories.

5. Consolidate or eliminate redundant categories: Assess categories that have overlapping
products or low sales volumes. Consolidate redundant categories to reduce clutter and streamline
the browsing experience. Alternatively, consider eliminating categories that consistently
underperform or have low customer demand.

6. Product curation and optimization: Review individual product performance and make data-
driven decisions. Remove products that consistently fail to generate sales or receive negative
feedback. Optimize product listings, images, and descriptions to improve visibility and conversion
rates. Consider creating an automated listing quality score to identify listings that need
improvement. The number of images, image quality, video, infographics, and content quality can
be used to create the listing quality score. Consider bundling complementary products or offering
product recommendations to enhance cross-selling opportunities.

7. Seek seller and customer feedback: Engage with your sellers and customers to gather feedback
on the marketplace, seller performance, and product offerings. Consider conducting quarterly
surveys or providing channels for feedback submission. Actively listen to their suggestions and
concerns to gain valuable insights for the refinement process. Add customer-generated seller
reviews and ratings to the seller information for transparency.

8. Communicate changes transparently: Communicate any changes or updates to sellers and
customers in a transparent and timely manner. Notify sellers about performance-related decisions
and provide guidance for improvement. A seller newsletter sent monthly will provide you with a
vehicle to communicate updates with the sellers. Inform customers about any category or product
changes, highlighting the reasons behind the refinements and the benefits for their shopping
experience.

9. Monitor the impact: Continuously monitor the impact of the refinement process on overall
marketplace performance, customer satisfaction, and support levels. Analyze the metrics to
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ensure that the changes implemented result in the desired outcomes, such as increased sales,
improved system performance, reduced support inquiries, and improved customer experience.

10. Iterate and refine: Refinement should be an ongoing process. Regularly reassess your sellers,
categories, and products to adapt to market trends, customer preferences, and changing business
goals. Embrace a data-driven and iterative approach to continuously optimize your marketplace
for improved sales and customer satisfaction.

By regularly refining your marketplace based on performance, you can create a more streamlined and
efficient platform that focuses on top-performing sellers, categories, and products. This helps reduce
clutter on the site, reduce load on your technical infrastructure, enhance customer experience, and drive
sales growth.
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Personalize shopping experience

Personalizing the shopping experience for customers is a powerful way to enhance engagement,
increase customer satisfaction, and drive sales. Here are some strategies to personalize the shopping
experience:

1.
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Data-driven recommendations: Utilize customer data, such as purchase history, browsing
behavior, and demographic information, to provide personalized product recommendations.
Implement recommendation algorithms that suggest relevant products to individual customers
based on their preferences and previous interactions.

Customized product assortments: Tailor the product assortment based on customer
preferences and browsing history. Use algorithms to curate personalized collections or offer filters
that allow customers to refine their search based on their specific needs and preferences. This
helps customers find products that align with their interests and enhances their overall shopping
experience.

Dynamic pricing and promotions: Implement dynamic pricing based on customer behavior,
such as offering personalized discounts or promotions to specific customer segments. Use
customer data (abandoned shopping cart) to identify price sensitivity and adjust pricing
accordingly. Personalized promotions create a sense of exclusivity and encourage customers to
make purchases.

Behavioral targeting in advertising: Leverage customer data to deliver personalized
advertisements. Use targeted ads based on browsing history, purchase behavior, and
demographic information. Deliver ads that are relevant to individual customers' interests and
preferences, increasing the likelihood of engagement and conversions. Combined personalization
with an advertising engine will display the most relevant results.

Personalized messaging and communication: Segment customers based on their preferences
and behavior to deliver personalized messaging and communication. Use personalized email
marketing campaigns, push notifications, and social media targeting to deliver relevant and timely
messages. Address customers by their names and tailor the content to their interests based on
past interactions.

User-generated content and reviews: Incorporate user-generated content, such as verified
reviews, ratings, and customer testimonials, to provide social proof and personalize the shopping
experience. Highlight relevant reviews and recommendations to help customers make informed
purchase decisions and build trust in the products they are considering. Consider launching a
program to provide a limited number of free/discounted products to existing customers in
exchange for honest review to accelerate new products.

Enhanced search functionality: Improve the search functionality of your marketplace to deliver
more accurate and personalized search results. Implement features such as auto-complete,
intelligent filters, and predictive search suggestions to help customers find products more
efficiently based on their preferences, purchase history, and search history.

Seamless omnichannel experience: Personalize the shopping experience across multiple
channels, including your website, mobile app, and physical stores. Ensure consistency in
personalized recommendations, promotions, and messaging across different touchpoints to
provide a seamless and cohesive experience for customers.

Feedback and surveys: Gather customer feedback through surveys or feedback mechanisms to
understand their preferences, needs, and pain points. Use this feedback to refine your
personalization strategies and continuously improve the shopping experience.
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10. Privacy and consent: Always prioritize customer privacy and obtain their consent for
personalized experiences. Clearly communicate how customer data is used and provide options
for customers to manage their preferences or opt out of personalization if desired.

By implementing personalized experiences, you can create a more engaging and relevant shopping
Jjourney for customers. Personalization enhances customer satisfaction, increases conversions, and fosters
long-term loyalty. Continuously monitor and analyze the results to refine and optimize your
personalization strategies based on customer feedback and evolving preferences.

A Playbook to launching and growing a successful Marketplace business Flatworld Group Confidential 22



Test, test and test

Although many retailers across the world have successfully implemented marketplaces, for many it is
still a new concept. A/B testing new ideas and evaluating the results will continuously improve the
customer experience and revenue. You can test site navigation, search results, promotions, shipping
options, and many other parameters.

1.

Scalability and Adaptability: As marketplaces grow and evolve, they need to ensure that their
processes and concepts can scale effectively. Testing allows marketplaces to assess the scalability
of new ideas and processes and make necessary adjustments to accommodate growth. It also
enables marketplaces to adapt to changing market trends and user preferences, ensuring their
continued relevance and success.

User Feedback and Validation: Testing provides an opportunity to gather user feedback and
validate the viability of new concepts or processes. By involving users in the testing phase,
marketplaces can gain insights into user preferences, pain points, and expectations. This feedback
can Playbook decision-making and ensure that new concepts align with user needs.

Risk Mitigation: Testing new concepts and processes helps to mitigate risks associated with
implementing unproven ideas. It allows marketplaces to evaluate the feasibility and potential
impact of a new concept on a smaller scale before fully integrating it into their operations. This
reduces the potential negative impact on the marketplace and its users.

Optimization and Efficiency: Testing allows marketplaces to optimize and streamline their
processes. By testing different approaches, marketplaces can identify areas for improvement,
eliminate inefficiencies, and enhance operational effectiveness. This can lead to cost savings,
increased productivity, and improved overall performance.

Competitive Advantage: Online marketplaces operate in a dynamic and competitive
environment. Testing new concepts and processes enables marketplaces to stay ahead of the
competition by exploring innovative ideas and implementing strategies that differentiate them
from their competitors. This can attract new users, retain existing ones, and ultimately drive
market share growth.

In summary, testing new concepts and processes is crucial for online marketplaces to drive innovation,
mitigate risks, gather user feedback, optimize operations, gain a competitive advantage, and ensure
scalability and adaptability. By embracing a culture of experimentation and continuous improvement,
marketplaces can thrive in an ever-evolving digital landscape.
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Organizational Structure

Launching and growing a successful online marketplace requires careful planning and execution. One

crucial aspect is establishing an efficient organizational structure for your dedicated marketplace
team. Below are the key roles and responsibilities that should be included in your team structure to

ensure smooth operations and optimal growth.

Marketplace Leader
P&L

Direct Reports

Partners

Business Development

eCommerce team

Seller Acquisition

Merchant team

Account Management

Seller retention and growth

Marketing team

‘ Seller Onboarding

‘ ‘ Store team ‘
| Seller Support |
| Partner Strategy | ‘ Customer support team ‘
‘ Customer Support ‘

Marketplace Team

1. Marketplace Leader - executive

To steer your marketplace business toward success, it's essential to have a knowledgeable and
experienced leader who can develop and implement a comprehensive strategy. This individual will
oversee the progress of various departments, ensuring alignment with the marketplace's goals and
objectives, and be a part of the senior leadership team.

2. Business Development (Seller Acquisition)

The business development team plays a pivotal role in recruiting and onboarding sellers that align

Shared Resources

| Finance ‘

‘ Legal ‘

’ Site Operations ‘

‘ Human Resource team ‘

with your marketplace's assortment strategy. Their responsibilities include identifying potential sellers,
seller approvals, negotiating contracts, and building strong partnerships to attract high-quality sellers
to your platform. If your marketplace provider provides qualified seller leads, the business

development team can recruit the sellers quickly. In addition, partnering with MAerchane team to
identify additional assortment from existing 1-P vendors can be quick and effective way to start the

Marketplace program.

3. Account Management (Seller Management)

The account management team is responsible for maintaining strong relationships with sellers. They
work closely with sellers to ensure they provide assortments that adhere to your marketplace's

requirements and participate in various promotional activities. This team acts as a bridge between the

marketplace and sellers, addressing any concerns or issues that may arise. Segmenting the seller

population by category or sales potential and aligning the Account Managers will improve efficiency.
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4. Onboarding

The onboarding team plays a critical role in the successful integration of new sellers’ products into
your marketplace. They are responsible for guiding new sellers through onboarding, ensuring that all
necessary information and product details are accurately uploaded. This team also resolves any
technical or logistical issues that may arise during the onboarding process. The onboarding team can
accelerate the revenue from new sellers by efficiently onboarding the sellers and taking them live.

5. Seller Support

To foster a positive seller experience, it is important to have a dedicated seller support team. This
team acts as a point of contact for existing sellers, addressing their ongoing concerns, resolving issues
promptly, and providing guidance on marketplace policies and procedures. Effective seller support
helps maintain seller satisfaction and encourages long-term partnerships.

6. Partnership and Program Management

This role manages relationships with the site operations team (internal) and third-party alliances
(external). The partnership management is responsible for working with the site operations team to
make sure marketplace features are implemented on time and meet the requirements. In addition,
this role manages third-party technologies and services that enhance the marketplace's capabilities.

7. Customer Support

Providing exceptional customer support is vital for ensuring a positive shopping experience in your
marketplace. A dedicated customer support team should be in place to assist customers with
inquiries, exchanges, returns, and billing issues related to purchases made by marketplace sellers.
Prompt and efficient customer support helps build trust and loyalty among your customers.

Establishing an effective organizational structure for your dedicated marketplace team is crucial for the
success and growth of your online marketplace. By assigning specific roles and responsibilities to each
department, you can streamline operations, foster strong relationships with sellers, provide exceptional
support to both sellers and customers, and leverage partnerships to enhance your marketplace's capabilities.
With a well-structured team in place, you can navigate the challenges of running an online marketplace and
position yourself for long-term success in the competitive digital landscape.
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The Role of Outsourced Agencies

Implementing a marketplace requires careful planning, coordination, and execution.
Outsourced agencies specializing in marketplace implementation can play a crucial role in
accelerating the process. This section explores the benefits and contributions of outsourced
agencies in expediting marketplace implementation.

1. Expertise and Experience: Outsourced agencies with previous marketplace implementation
experience bring valuable expertise to the marketplace implementation process. They have a
deep understanding of the intricacies involved in setting up a marketplace, including
technical integrations, platform customization, and operational workflows. Their knowledge
and experience with the Marketplace vendors can significantly streamline the
implementation process, reducing time and effort.

2. Efficient Resource Allocation: Outsourcing marketplace implementation to experienced
agencies allows internal teams to focus on their core competencies and allows time to build
internal teams. Instead of investing significant time and resources in learning and
implementing complex marketplace systems, internal teams can focus on critical business
functions. Outsourced agencies can efficiently handle implementation tasks, utilizing their
expertise and specialized resources.

3. Accelerated Time-to-Market: Outsourced agencies with experience in marketplace
implementation can expedite the time-to-market for the platform. They have tried and
tested processes, tools, and methodologies that enable faster implementation. By leveraging
their expertise, marketplace platforms can launch their marketplace quicker, gaining a
competitive advantage and capturing market opportunities.

4. Technical Integration and Customization: Implementing a marketplace involves technical
integration with various systems, such as payment gateways, inventory management tools,
shipping providers, and order management systems. Outsourced agencies have the technical
know-how to seamlessly integrate these systems, ensuring smooth operations. They can also
customize the marketplace platform to align with the unique requirements and branding of
the business.

5. Streamlined Workflows: Outsourced agencies can help define and implement efficient
workflows for marketplace operations. They have experience in designing processes for
seller onboarding, product listing, order management, and customer support. By leveraging
their expertise, marketplace platforms can establish streamlined workflows that enhance
operational efficiency and provide a seamless experience for sellers and buyers.

6. Quality Assurance and Testing: Outsourced agencies play a vital role in quality assurance
and testing during marketplace implementation. They conduct thorough testing to identify
and rectify any technical issues or usability challenges. Their rigorous testing procedures
ensure that the marketplace platform is stable, secure, and user-friendly before it goes live.
Using offshore resources can also be beneficial for reducing the cost of operations.

7. Continuous Improvement: Experienced outsourced agencies have a focus on continuous
improvement. They constantly monitor marketplace performance, gather user feedback, and
implement enhancements to optimize the platform. By partnering with such agencies,
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marketplace platforms can benefit from ongoing improvements and advancements,
ensuring a competitive and evolving marketplace ecosystem.

Outsourced agencies specializing in marketplace implementation bring expertise, experience, and
efficiency to the table. Their role in accelerating marketplace implementation is invaluable, as they
expedite the process, optimize workflows, ensure technical integration and customization, conduct
quality assurance, and drive continuous improvement. By leveraging the capabilities of outsourced
agencies, marketplace platforms can accelerate their time-to-market, enhance operational
efficiency, and minimize headcount.
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Marketplace KPlIs

Business KPIs

1. GMV - Most important measurement for the Marketplace is the Gross Merchandise Value.
Number of sellers, quality of sellers, competitive pricing, seller reviews, additional services such as
advertising all drive the GMV.

GMV = sales-returns

2. Net Revenue — Net Revenue for Marketplace is the commission rate multiplied by GMV. You may
have different commission rates for different sellers and product categories.
Net Revenue — GMV*commission rate

3. CAC - Customer Acquisition Cost (CAC) is calculated as following
Sales and marketing cost/new customers
CAC is important indicator of how effective your business development is, and you should thrive
for the smallest possible CAC.

4. Seller Lifetime Value (LTV) - Seller LTV represents total revenue a seller can contribute during
the time they are selling on the marketplace. This can be calculated by multiplying Average Order
Value (AOV), transaction frequency and average lifetime per seller.

5. Additional KPIs include

a. Monthly recurring revenue
b. Number of sellers
¢.  Number of SKUs
d. Monthly active marketplace customers
e. Visits to marketplace products and Conversion
f.  Category productivity
g. Seller productivity
h.  SKU productivity
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