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WELCOME TO EBAY, the world’s greatest marketplace—electronic or otherwise. More than 86 million people have bought or sold items on eBay during the last twelve months. Over 7 million items are listed for sale on eBay every day, and 1.2 million sellers make a full-or part-time income on eBay.

In 2008 more than $48 billion worth of merchandise changed hands on eBay. Yet eBay itself sells nothing but access to its platform. eBay does not sell one antique or collectible, one razor blade, even one digital camera—although tens of thousands of digital cameras are sold on eBay each month. It is you and I who do the selling. If every eBay seller were an employee of eBay, it would be the largest private employer in the world—larger than Wal-Mart and Lowe’s combined.

When you launch an eBay business, you are opening a store in a city of 86 million people. Except you have no rent, no employees, no costly advertising, and very little overhead. What could be better?

But eBay is not a static marketplace. Over the years I have seen many changes, including several major changes since the first edition of this book was released in 2006. There have been changes in fees, selling practices, feedback, payment methods and systems, and how eBay buyers find your items. These changes have required sellers to change how they list their auctions, how they ship their items, and how they relate to and communicate with their customers. Learning these updated techniques is what will put profits in your pocket on the new and improved eBay.

I have been selling on eBay for over nine years, and writing books and newsletters about selling on eBay for the past eight. During that time, I have spoken to and answered e-mails from hundreds of readers seeking advice. Although the questions always differ in their specifics, a basic theme recurs: “OK, I’m registered on eBay. What do I do next?” That question first prompted me to write this book.

At first glance, selling an item on eBay looks simple. But once people become immersed in the process, they are confronted with dozens of choices and decisions related to auction titles, item descriptions, payment, shipping, image placement, eBay promotional options, and more. As they start to list their first two or three items for auction, new sellers begin to wonder if they can really build an eBay business—or is this whole thing just too complicated?

It is somewhat complicated—but not overly so. Almost anyone can master selling on eBay: You just need to take the time to understand the process and the unique nature of the eBay selling platform. Over 10 million people have sold items on eBay and over 1.2 million sell on a regular basis. With some guidance and perseverance, you, too, can join the ranks of those 1.2 million professional sellers.

What makes this book different from all the others that teach the ins and outs of selling on eBay? Most books on this subject tend to focus on mechanical aspects of the process, answering questions like the following: How do I upload photos? How do I get paid? How do I create a listing? Understanding how all these elements work is certainly important, and we do cover these points clearly. But rather than getting bogged down in details soon to become second nature, this book offers answers to one simple, yet all-encompassing, question: How do I make money on eBay?

Three Weeks to eBay Profits is designed to take you through the process, step by step, in a logical manner so you understand and master each step. Why three weeks? It won’t take you three weeks to sell your first few items—you can do that within a few days of starting. But we are talking about reaching PowerSeller status—not just making a few quick sales.

Setting up and organizing your business, researching and finding the right products, and putting in place the automated systems and services to save you time will take the average person about three weeks. If you are not currently working and are doing this full time, you may actually master all these steps even sooner. On the other hand, if you have a full-time job and can only devote a few hours to your eBay business every evening, it may take you four or five weeks before everything is humming along and you are making money consistently week after week.

How you define success on eBay depends on your personal goals and how eBay fits into your life. If you are a stay-at-home parent or a working person just looking to supplement your income, you might be looking to make an extra $100–$200 a week. However, if you are trying to replace your income from a job lost to downsizing, then your vision of success might be earning $500 or $1,000 a week—or more. Both scenarios are doable—it’s just a matter of time, work, and learning the ropes.

Building a business on eBay is also a lot of fun. If you enjoy selling on eBay, then this is the greatest gig in the world. Not only have I made a lot of money on eBay over the past nine years, but I have had a fabulous time doing it. I have made dozens of online friends—many of whom I went on to meet in person. My wife, Karen, and I work together in the business and we still get as excited today watching the last few moments of an auction as we did when we entered an item in our very first auction more than nine years ago.

If you are already registered and have sold things on eBay, you might be tempted to skip through the first few chapters. I suggest that, at the very least, you scan them for new information. I frequently see items being auctioned on eBay by veteran sellers who are still making rookie mistakes. Clearly, they didn’t set up their business for success right from the start.

To get the most out of this book, take the time to set up and organize your business correctly (chapter 1) before you start launching your first auctions. Work through the first few chapters to do the research and select the products you will sell. This is one of the most important decisions you will make. Then set your goals and write your success plan (chapter 12). Benjamin Franklin once said, “An investment in knowledge pays the best interest.” Make the investment now to maximize your interest and dividends later.

BIZ BUILDER 

As you read this book, you will come across Web sites for various companies and products. To save you the trouble of typing each link into your browser, I have set up a special Web page just for the readers of this book at www.skipmcgrath.com/3_weeks.

Here’s a quick outline of how this book is organized:

[image: 1] GETTING READY TO SELL

In the first week we concentrate on setting up your business correctly, learning the keys to operating on eBay, researching and settling on the products you will sell, and learning how and where to find sources for those products.

[image: 2] PUTTING YOUR AUCTIONS TO WORK

Almost anyone can use the eBay interface to launch an auction, but the devil is in the details. Learning how to make your auctions stand out from the millions of others, how to maximize your bids and final values, how to promote your auctions, and how to build a strong feedback profile are the keys to long-term success. 

[image: 3] BUILDING AND GROWING YOUR BUSINESS

There’s no great trick to selling on eBay, but only a professional can make money doing it week after week. In the third week, we show you how to control your costs, save time with automation, deliver superior customer service, drive repeat business to your auctions, and open an eBay store, as well as steps you can take to expand your business beyond eBay to the rest of the Internet.



Here’s to your success!









WEEK
 1 



GETTING READY TO SELL 

You are probably ready to jump right into selling on eBay, and I promise to get you there very soon. But, first, you need to take a few crucial steps to set up your business for the long term. If you have been buying on eBay or have sold a few items, you already may know some of this information or you may have performed some of the important tasks spelled out in the Week 1 chapters. Still, I would advise you to read through each chapter, looking for something you may have missed or for changes you may want to make to improve your current practices.

Strategies to help you conduct product research (chapter 4), select the right products (chapter 5), and figure out how to get products (chapter 6) are critical to your long-term success, and forgoing them makes most new eBay sellers wonder what is going wrong. Doing the research and going through the processes outlined here will help you avoid costly mistakes, and will make your first selling experience much more enjoyable—and profitable.

In Week 1, we will cover setting up and organizing your business, finding your way around eBay, and researching, choosing, and sourcing products to sell. In addition, we will explore the different types of auctions—and which may be right for your specific product—and then walk step-by-step through the process of launching your first auctions on eBay. Finally, we’ll examine listing and pricing strategies, ways to quickly build positive feedback, and then tie together everything you’ve learned in a targeted business plan that will ensure your success.

At the end of each chapter is a short checklist of actions for you to take. Some of these actions can be done within a few hours, while others might span a few days. You may opt to carry out each task right away, or you may want to keep reading and come back to certain ones later on. If you choose to return to some of them later on, make a list of the tasks you’re setting aside, be sure to do each one at some point, and check it off as you complete it. Don’t be intimidated if your list looks long. None of the tasks are that difficult or time-consuming—and many are actually fun. Just take them one at a time and you will see progress every day.

I also find it helpful to keep a three-ring binder near my computer so I can print out information as I come across it, punch three holes in the sheets, and file it for easy reference. You can organize the notebook into sections: one section for eBay information, and one for research and products. Once you begin launching auctions, you will want to add a section for storing printed-out copies of the results of your auctions. This way you can review and critique your auctions and make notes right on the auction copy. I started doing this nine years ago and still do this for new items or if I change my listings. I now have several very full binders next to my computer and often refer to them to see which ideas worked and which did not.









CHAPTER 1
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YOUR BUSINESS 

TO START SELLING ON EBAY, there’s only one step that’s absolutely required: registering an eBay selling account. However, following a number of other steps will make your path to success much smoother.

This chapter will walk you through how to register and set up your eBay and PayPal accounts, as well as how to create your About Me page, so that prospective bidders can learn about you and your business. Keep in mind that before learning how to sell on eBay, you need to understand the entire eBay process—both buying and selling. So we will first take a look at buying on eBay—how to gain experience, earn your first feedback ratings, and use your My eBay page to track your activity. Finally, we will address the issue of business licenses and explain how to get a state sales tax number, so you can buy inventory for resale from wholesalers and other distributors.

SETTING UP YOUR EBAY ACCOUNT 

If you do not yet have an eBay account, the first thing you need to do is register as a buyer on eBay. You can do this by clicking on the link that says Register on the eBay homepage at www.eBay.com.

eBay will ask for your name, address, telephone number, and e-mail address; then you will set up a user ID (username), password, and secret question, and enter your birth date to confirm that you are over eighteen years old. Next, eBay will send you an e-mail with a link to click on and a confirmation code to enter. Once you do this, you are eligible to bid and buy on eBay. Note that when you create your eBay user ID, you cannot use any spaces. So, for example, BidMoreOften works, but Bid More Often will not be accepted. (However, you may use the underscore, as in Bid_More_Often.) You can click the Check Your User ID button to see if your chosen user ID is available before continuing with the registration process.

BIZ BUILDER 

Give some thought to your user ID. Don’t pick a name that will limit your business unless you will be concentrating on a specific niche. Something like TheCameraDude will work fine if all you plan to sell are cameras and photo equipment. A more generic name such as HillsAndDales or SamsGreatStuff will allow you to sell almost anything.

Next you need to register as a seller. Simply click on the Sell tab at the top of any eBay page (see Figure 1.1).

[image: 9781402776342_0014_001]

Figure 1.1 eBay Main Navigation Links



eBay will recognize that you are not yet registered to sell and will direct you to register. To register as a seller, you need to verify your identity by providing a credit or debit card and your checking account information. Both sets of information must match your registered name and address. Note that eBay will not charge your credit card or access your checking account unless you authorize the site to charge your eBay selling fees. You also have the option of paying your eBay selling fees by check or PayPal. (We’ll discuss eBay selling fees in detail in chapter 21.)

Once you register as a seller, you also have the option to verify your ID. You will see a link in the site map that says ID Verify (see Figure 1.2). If you click on this link, eBay will ask you to enter your social security number. This prompts the software to pull an electronic credit report on you, and ask you two or three questions that only you could know the answer to, such as the following: What bank finances your auto loan? Or what is the amount of your monthly mortgage payment with such-and-such loan company? By answering these questions, you confirm that you really are Sally Jones from Moose Port, Michigan, and not Princess Motobuto from Nigeria or Sergei the Hacker from Russia. This doesn’t affect your credit score as a “hit”; it’s just an inquiry.

This verification service costs $5, but it’s a very good investment. Once you are ID verified, eBay will place a little icon next to your name that tells everyone who looks at your auctions that you really are who you say you are. In addition to your feedback rating, credibility is very important to potential eBay bidders. If you are selling higher-priced items, many bidders will look for the ID Verify icon. Another advantage of becoming ID verified is that eBay will allow you to immediately sell using the fixed-price Buy It Now feature we will discuss in chapter 8. If you don’t have a credit/debit card, or don’t want to put one on file during the registration process, you can use ID Verify to verify your account for registration purposes, too.

[image: 9781402776342_0015_001]

Figure 1.2 eBay ID Verify

OPENING YOUR PAYPAL ACCOUNT 

The next step, if you haven’t already done so, is to open a PayPal account. PayPal is the payment service owned by eBay. PayPal has a long record of reliability and service to eBay sellers. As a new seller, you are required to have a PayPal account and offer PayPal to your buyers. This is actually beneficial because well over 80 percent of eBay users are registered with PayPal. Since eBay went to electronic-only payments in 2008, even more buyers are switching to PayPal. (Currently a buyer’s only other options are paying with ProPay if the seller is a Silver PowerSeller or higher, or with a credit/debit card through the seller’s own merchant credit card processor.)

The Basic (Personal) PayPal account is free, but if you are going to receive funds on a regular basis (or are registered on eBay as a business seller), PayPal requires you to have a Premier or Business Account. To register, simply go to www.paypal.com. To link your PayPal and eBay accounts, you will need to provide the same information you did when registering with eBay, as well as your eBay user ID.

Once you are registered and you sign in to your account, you will notice a link at the upper left-hand corner of your account homepage that says, Verify Your Account. When you click on this link, PayPal will ask you to enter your bank name, routing number, and account number. PayPal will then make two small deposits to your bank account—both in pennies—such as $0.08 and $0.17. After that, PayPal will send you an e-mail instructing you to contact your bank and determine the amount of the two deposits. The e-mail will have a link to click on where you enter the information. If the information you supplied was accurate, you will now be PayPal Verified. This is very important because PayPal offers buyers fraud protection as long as they paid their money to a PayPal user who was verified.

When you buy something on eBay using your PayPal account, PayPal gives you several payment options. You can elect to use the credit or debit card you have on file, or you can write an e-check from your bank account. Of course, if you have cash in your PayPal account—which you will as soon as you become a seller and people start paying you—PayPal will first access the cash in your account whenever you authorize a payment. If you have both a credit card and a bank account on file with PayPal, you qualify for Instant Transfers. This basically works like an e-check, except there is no waiting period for the transfer to clear from your bank account. PayPal sends the money to the seller instantly (as if you had the funds already in your PayPal account) and then debits it from your bank account. If the funds are not available in your bank account, PayPal then charges the amount to your credit card. This gives you the convenience of e-checks without the long wait for the checks to clear. PayPal will never debit your credit card or your bank account without your authorization.

There is no fee to purchase using PayPal; however, there is a fee for sellers. Every time you receive a payment from PayPal, 2.9 percent of the transaction amount is deducted, plus $0.30 per transaction. This may sound like a lot, but it is actually cheaper than the rates and fees charged by merchant credit card companies like Visa and MasterCard. Depending on the bank where you open a merchant account, rates may go from 2.5 percent to as high as 4 percent of the amount paid, plus transaction fees that can run as high as $0.40 per transaction. In addition to that, most merchant credit card companies have high setup fees and recurring monthly charges.

Not only is PayPal cheaper than merchant credit card companies, but it is the payment system eBay buyers prefer. Don’t worry if one of your buyers doesn’t have a PayPal account. You can still send him an electronic invoice via PayPal that allows him to enter his credit/debit card information.

SETTING UP YOUR PREFERENCES 

One of the most important benefits of using PayPal as your payment service is the automation eBay and PayPal offer to help you collect money quickly when an auction ends. Once you open your PayPal account, you have the option to set up PayPal as your preferred payment method and to insert the PayPal logo automatically into your auctions. Click the tab marked Profile on your PayPal Account page, then click Auctions under the Selling Preferences heading (see Figure 1.3). If the word beneath Automatic Logo Insertion is currently off, click it (it’s an active link) and you’ll be given the option to turn it on. The same is true of the PayPal Preferred on eBay option. You should definitely turn both on because buyers expect PayPal and if they don’t see the standard PayPal Preferred box they may think you don’t offer it. Plus, there is a PayPal Only checkbox eBay buyers can use to narrow their Search Results to listings that only offer PayPal. If you don’t have the PayPal preference set for your auctions, your auction will not come up in this kind of search, even if what you’re selling is exactly what the buyer is looking for, and even if you have PayPal Accepted written in your auction description. 

[image: 9781402776342_0017_001]

Figure 1.3 PayPal Auction Tools Link



The third option on this Auction Accounts page is Customize End of Auction E-mail. This allows you to have eBay send out a notice to the winning bidder of your auctions with a PayPal button embedded in the e-mail. All the winning bidder has to do is click on the button to pay you instantly via PayPal. You also have the opportunity to customize the e-mail by adding your own personal message.

GAINING EXPERIENCE 

Now that you have a PayPal account, you are ready to buy and sell on eBay. Before you start selling on eBay, however, you should first bid on and win several auctions. Don’t skip this important step. You can’t really understand the selling process on eBay unless you become a buyer first. This way you learn how other sellers deal with winning bidders. For example:



[image: Il_9781402776342_0018_001] How do they communicate with you after the auction?

[image: Il_9781402776342_0018_001] How do they ask you for payment and what are their policies?

[image: Il_9781402776342_0018_001] How does PayPal work?

[image: Il_9781402776342_0018_001] How did they ship your goods, what did shipping cost, and how were the items packaged?

[image: Il_9781402776342_0018_001] Did the seller attempt an upsell—offering you a discount if you bought a greater quantity or a related product?

[image: Il_9781402776342_0018_001] How quickly did the seller post feedback for you, if at all?

[image: Il_9781402776342_0018_001] Just how smooth and comfortable was the process? Did you feel pleased with the transaction? If not, what could the seller have done better? If so, what aspect of the transaction really pleased you?



Bidding on (and winning) items from several different sellers is a valuable part of your education as a seller. If you forgo this step, you will certainly make mistakes you could easily avoid. Hundreds of ordinary products are for sale on eBay, things that you use every day, such as shampoo, razor blades, diapers, and beauty products. Many of them are less expensive on eBay than at your local drugstore or supermarket, so bidding on them and buying them to gain experience in working through the process doesn’t cost you much—and may even save you some money. The other advantage of buying on eBay is that you can start building your feedback rating, which we turn to next.

FEEDBACK 

We will discuss feedback in detail in chapter 11, but we need to introduce the concept here because it is related to several of the initial steps you should take as a seller. When Pierre Omidyar started eBay in 1995, most observers thought it was an insane idea. People are just not going to buy products over the Internet from strangers was the recurring critique from the Silicon Valley know-it-alls. However, Pierre embedded in eBay two major concepts, which no one at the time understood: eBay would become a community of users and the community would become self-policing. Indeed, eBay became a community because of the intimacy and the direct contact the platform provided—and, yes, because the idea was just quirky enough to attract the same kind of people who were attracted to chat rooms and playing games online. Self-policing came about through the concept of feedback.

Here is how feedback works: Every time an auction ends, each party—both buyer and seller—is encouraged to post a short comment about the other party. Those comments become a permanent part of the buyer’s and seller’s reputations on eBay. If you open any eBay auction, you will see the user ID of the seller followed by a number in parentheses—for example, BidMoreOften (74). The number 74 is the feedback score, calculated by tallying positive comments left for BidMoreOften (each worth +1) and negative comments (each worth –1). Before you bid on an item from a seller, you get to look at his feedback—what other actual customers have to say about their experience with that seller.

Figure 1.4 shows an example of feedback comments left for eBay user McGrrrrr (which is me, if you were wondering).

Feedback is an enormously powerful tool and has now been copied in various formats by many other auction sites and Web shopping portals. Imagine if you walked into your local shopping mall and outside each store was a board where you could post comments about the quality of the products sold there and the customer service you received—and the store was not allowed to remove those comments! Don’t you think the stores would work harder to provide good service? That is the power of feedback.

[image: 9781402776342_0019_001]

Figure 1.4 eBay Feedback Comments for Mcgrrrrr



In addition to listing the comments from other eBay users, eBay also keeps track of the percentage of comments that are positive, which is called the feedback rating. Very few sellers have perfect feedback (100 percent positive), but over time eBay users have set the bar fairly high. A rating of less than 98 percent (two negatives out of one hundred transactions) is considered a yellow caution flag. Less than 95 or 96 percent, and you will find your bids dropping off substantially. So if you want to build a long-term business on eBay, protecting your feedback rating is critical to your success.

Another aspect of feedback is Detailed Seller Ratings (DSRs). Your DSRs are scores from one to five stars in each of four critical aspects of the transaction (item as described, communication, shipping time, and shipping and handling charges). Buyers can choose to leave these anonymous ratings in addition to a feedback comment. If any one of your DSR averages falls below 4.1, you will be prevented from listing any further items on eBay until the rating increases. It’s based on your thirty-day DSR average so, provided your twelve-month average is above 4.1, you will only have to wait thirty days to start listing again; otherwise, it’s a longer wait until the lower DSR ratings drop off (up to twelve months). A DSR rating of 4.2 or 4.3 will demote your items in the Best Match default Search Results order. Don’t stress out too much about this. eBay reports that only 5 percent of regular sellers have ratings below 4.1.

This brings us back to the importance of buying on eBay before you start selling. You can only know how a buyer feels about each of those DSR points by becoming a buyer yourself. You also earn feedback comments (but not DSRs) when you buy; remember, both parties to a transaction get to leave feedback. However, only buyers can leave neutral or negative comments. When you start to sell on eBay, unless you have a feedback score of at least 10 to 15, it will be very hard to attract bids. Personally, I rarely buy from any seller with a score lower than 50, and at that low rating their feedback had better be 98 or 100 percent if they want me to bid.

ABOUT ME PAGE 

Whenever you open an auction on eBay, you will see the seller’s user ID prominently displayed in the top section of the auction. If the seller has an About Me page, you will see a little icon after his name that says Me. If you click on this icon, it will take you to the seller’s About Me page (see, for example, Figure 1.5). This is a page that eBay allows you to create to tell prospective bidders about you and your eBay business. There is no cost to set up your About Me page and it can help you to get more bids, especially when your are new and still have a low feedback score.

[image: 9781402776342_0021_001]

Figure 1.5 About Me Page



You can personalize the page any way you want. Some sellers use it to talk about themselves and where they live, often including photos. Others explain their policies and experience on eBay on their About Me page. Still others create an About Me page to help brand their business.

While eBay does not allow you to link to a Web site from your auction description, you can link to your personal or e-commerce Web site from your About Me page as long as you are not promoting items for sale there. In other words, you cannot say something like “Please visit my Web site to buy this item cheaper than I can sell it on eBay.” In chapter 25 we look more closely at ways to use your About Me page to drive additional revenue to your eBay business.

MY EBAY PAGE 

Once you register, you will automatically be set up with a My eBay page. A link to your My eBay page appears at the top of every eBay page you access; it’s located in the navigation links. When you click on this, you will be prompted to sign in with your user ID and password, because your My eBay page contains links to your account and personal information. 

The My eBay page has four main sections: All Buying, All Selling, All Favorites, and My Account. Under All Selling, the first thing you see is a list of all the items you are selling, the current price and number of bids, whether or not your reserve has been met (if you have one), and the number of people who are watching your auction. If you click on the Sold link, you will see a list of the items you have sold and their status, as well as actions you can take just by clicking on the button next to each item. These actions include Send Invoice, Print Shipping Label, and Leave Feedback. Later, we address the issue of automation as it relates to selling on eBay. eBay offers a program called eBay Selling Manager, which, once it’s integrated into your My eBay page, allows you to automate a lot of sales-related functions, such as sending out invoices and shipping notices, and posting feedback. There is also a link on the My eBay page under My Account to your Seller Dashboard, where you can see your current DSR detail information and other information for sellers.

For the moment, just spend some time clicking on the various links on your My eBay page to become familiar with all the information that is available to you. Once you have some auctions launched and items sold, this page will become a useful tool for tracking your sold and unsold items, customer communications, payment and shipping status, and feedback.

Your My eBay page also includes an important link to My Messages. Whenever eBay or a potential eBay bidder sends you an e-mail, you will receive the message in your personal eBay account, accessible via your My Messages page. These e-mails are also forwarded to the e-mail address you registered with.


. . . . . . . . . . . . . . BEST PRACTICES . . . . . . . . . . . . . . 
 AVOIDING SPOOF E-MAILS 

Be wary of spoof e-mails. These are messages that arrive in your e-mail inbox and appear to be from one of your bidders or buyers, often claiming that the buyer has not received an item he bought from you. The message will contain a link to sign in to your eBay account. Never click on one of these links in an e-mail. The link is bogus: It will bring up a page that looks just like the eBay sign-in page—however, it is really a fraudulent Web site designed to capture your user ID and password. We delve into the topic of spoof e-mails and other types of fraud in chapter 20, but since you may receive one of these messages shortly after signing up with eBay, you need to be aware of this scam right off the bat as a lot of new eBay users fall for this.

If you receive an e-mail relating to an eBay auction or a transaction purporting to be from eBay itself—or any message whose origin you are unsure of—just go to your My Messages page. If the message is authentic, it will also appear there. Remember: Neither eBay nor PayPal will ever send you an e-mail asking for your account details.



BUSINESS LICENSES 

If you are running your business out of your home, you will most likely not need to obtain a local business license from your town or county. Typically, local business licenses are for businesses that have customers visiting the business location. If, however, you open an office or rent space in a commercial location, you may need to get a local business license. This license is usually inexpensive—under $100 in most towns and cities. You can apply for it at the city clerk’s office.

SALES TAX NUMBER 

If you live in a state that charges sales tax, you need a state sales tax number. Other states that do not charge sales tax, such as Oregon, typically issue a business-use tax number that serves the same purpose.

A sales tax number allows you to purchase merchandise for resale without paying sales tax to the vendor. Whenever you sell something in your state that is delivered to an address in your state, you must collect sales tax from the customer and remit the sales tax to your state’s tax department. Most states require you to file and pay your sales taxes quarterly, although some states require you to do it monthly, often depending on the volume of sales generated by your business.

You do not have to collect, or pay, sales tax on orders that you ship out of state. However, if you live in a state with a large population, such as New York, Illinois, or California, most likely you will sell a lot of items on eBay to buyers in your state.

You should always collect and pay state sales tax, because state tax authorities are aware that many Internet sellers are skirting this requirement, and they are cracking down. Sometimes a state compliance officer, masquerading as a legitimate eBay bidder, will purchase something low cost from you, or just send you an e-mail pretending to be a bidder, and ask if you charge sales tax. If you don’t collect the tax, you will be subject to some serious fines. In some states, you’re liable for criminal penalties as well.

BIZ BUILDER 

Luckily, eBay makes it simple to collect sales taxes on in-state transactions. On the Sell Your Item form, you can enter the name of your state and the percentage of sales tax to collect. When an auction ends, if the buyer is located in your state, eBay automatically adds the sales tax to the final selling price and the shipping amount. It also displays the rate charged and what state it applies to on the auction page. This alone can prevent you from being targeted by a state compliance officer.


. . . . . . . . . . . . . . BEST PRACTICES . . . . . . . . . . . . . . 
 INTERNET SALES TAX 

Several bills are floating around the U.S. Congress, designed to change the federal law and allow states to collect sales tax on out-of-state Internet transactions (including eBay sales). One bill that several states have adopted does require Internet-based sales taxes to be collected and paid on out-of-state shipments; however, it exempts businesses that do less than $4 million in annual sales. eBay has been at the forefront of the fight against this kind of legislation. Each year, eBay selects fifty top sellers—one from each state—and they go to Washington, where they roam the halls of Congress meeting with legislators and lobbying against any form of Internet tax. In the United Kingdom, the government has not been successful at collecting value-added tax (VAT)—the UK version of sales tax—from individual eBay sales and sellers, but the government is now collecting VAT from sellers’ eBay fees.



Most states require you to fill out a simple form once a quarter that lists all your taxable sales and mail it into the state with a check for the sales tax you collected. Later on, we’ll look at a simple way to maintain these records and automate the process so it only takes a few minutes a week to keep track of sales tax collection and handle the payments.

Besides collecting and paying taxes, the other reason you need a state sales tax number is to purchase merchandise. Most legitimate wholesale companies simply will not sell to you unless you have a sales tax number.

It is very simple to get a sales tax number. In most states the fee is low, typically ranging from $25 to $100, although some states require new businesses to put up a deposit as high as $500. This is usually returned after one year of paying your taxes on time.

To get the lowdown on state sales tax, visit the Web site for this book, www.skipmcgrath.com/3_weeks, and click on the navigation link State Sales Tax. This takes you to a page where you can link directly to the Web sites of the tax departments in all fifty states. There you can get all the information you need and download the required forms. In most cases you can apply for a number online.

When you get your sales tax number most states allow you to register a business name. This can be any name you choose as long as it is not already in use or trademarked. I usually recommend people select a general name as this allows you to buy and sell different types of merchandise. Later when we talk about dealing with wholesalers we will discuss the importance of having traditional business identification such as business cards and letterheads, so take a few minutes to give some thought to naming your business. It does not have to be the same as your eBay username, but it can be.

COMMERCIAL CHECKING ACCOUNT 

Since you are probably going to buy from wholesale companies, you will want to open a commercial checking account in the name of your business. Most legitimate wholesale companies and distributors prefer to deal with businesses, rather than individuals. They require you to have both a state sales tax number and a business checking account to do business with them. Later on, we give you tips on how to get into wholesale trade shows and merchandise marts, which also require this proof of business status. When you apply for a state sales tax number, you can register a business name at the same time. Simply take your certificate with the business name to your local bank and ask to open a commercial (or business) checking account. Most banks will do this for a minimum deposit of $100. At this time you should also apply for a credit or debit card for the account. You will be making wholesale purchases on the Web and paying online for different services, including your eBay fees. This way all your business expenses are handled through one account— and you will simplify both your record keeping and your taxes at the end of the year.

WEEK
 1 
 • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • •
 POWER MOVES 

[image: Il_9781402776342_0025_001] Register your eBay account and sign up for a PayPal business account.

[image: Il_9781402776342_0025_001] If you haven’t ever purchased anything on eBay, gain some experience by bidding on and winning a few items so you can learn about and get a good grasp of the process.

[image: Il_9781402776342_0025_001] As you are bidding and buying, be sure to look at each seller’s feedback rating. When you win an auction, post feedback for the seller and make sure the seller posts feedback for you. E-mail the seller a polite request if she forgets to do this.

[image: Il_9781402776342_0025_001] Set up your About Me page.

[image: Il_9781402776342_0025_001] Explore the resources on your My eBay page.

[image: Il_9781402776342_0025_001] Apply for a state sales tax number.

[image: Il_9781402776342_0025_001] Open a commercial checking account and sign up for a business credit or debit card.
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