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Are You Offering Free Shipping?

[How to do it]
If you’re like most ecommerce retailers, then you’re wondering how to offer free shipping. If you’re offering it already, then
you’re wondering how you can do it and still find ways to scale your business.

You understand the need
when you put the word ‘free’ in front of a customer, it can significantly impact their decision to buy from you.

The opposite is definitely true
91% of them are ready to leave an ecommerce store if you don’t offer free shipping.
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You know very well that higher than expected delivery charges are a leading cause of cart abandonment. What’s interesting,
however, is that over 90% of consumers state they will take extra actions to make sure they qualify for free shipping options.
While there is no one-size-fits-all approach to offering this perk, it is possible to strike a happy medium between delivering
better conversions without having to break the bank. In this article we look at a few of the key factors you need to consider
when adding this to your ecommerce business.

Considerations Before Offering Free Shipping
Unless you sell particularly high-ticket items in your ecommerce store, offering free shipping across your entire portfolio
might not always be feasible. However, there are a lot of ways you can offer free shipping and not run yourself out of business.

If you’re not currently offering free shipping, then you should post that clearly on your product pages. “Shipping calculated at checkout” is a good disclaimer; online shoppers really hate getting to the end of checkout only to find shipping
costs are not included.
No matter what method you employ, clearly stating shipping costs and policies is an absolute MUST for ecommerce
companies. Customers hate finding out they are paying for shipping, and when they have questions about returns they
want them answered easily.
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Set a minimum order threshold
Also referred to as AOV, you can raise the average order value for your ecommerce store
by implementing a minimum spend threshold for your orders. Lots of retailers market
free delivery across their site in this way.
The key to doing this successfully is to make it easy for your customers to find related
products by offering bundles and making upsell suggestions on your site. You can also
add an announcement bar that shows them how close they are to earning free shipping.

Offer bundles or mix-and-match incentives
You can take the base product, and then create a relevant gift set or bundle. While a
little more time consuming during the set-up stage, this approach can have a significantly
positive impact on the amount of money each customer spends on your site.
This is a great idea to attract sales from new visitors, or to entice returning customers to
buy the same bundle they like over and over. Getting free shipping is an extra incentive.
Another successful approach is to group a range of products in a mix-and-match section
on your store.
Whichever route you take, offering bundles will help you sell more products, increase
your AOV, and optimize your shipping costs.
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Raise the cost of the product
When a customer tries to order a single item and realizes the cost of shipping is equal to or
more than the product, they’re highly unlikely to buy from you. However, with more moderately priced products, you do have the option to cover the cost of shipping in the price itself.
Consider your own buying behavior: would you pay $20 for an item with $10 in shipping
costs, or would you prefer it for $30 with free shipping? What if you offered that item for $25
with free shipping, effectively splitting your shipping cost with the customer?
Consider carefully your abandoned cart rate. You may be worried about losing sales, but you
actually may convert more because you don’t have people abandoning their cart because of
the shipping cost. It gives the illusion of free shipping, without you having to foot the entire
cost of the service yourself.
It’s important to bear in mind that while you might not cover the entire cost of shipping in
the increased price, your offer of free shipping will help you convert more visitors to buyers,
and subsequently, the additional revenue you make will offset any difference.
Considering a sale on your store? Online shoppers find free shipping offers twice as compelling as discounts. The next time you’re thinking about slashing prices, consider offering free
shipping instead.
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Offer Free Shipping in Limited Locations
Shipping costs are certainly not equal across the board. If you’re running a targeted marketing campaign, trying to get more customers from a specific region, or you just know that
shipping is cheap for your business anywhere within 2-days of a particular shipping service,
then you should consider limiting free shipping by location.
You can make this noticeable with pop-ups and banners that promote the free shipping in
that area. Depending on your website, you can limit those popups with geofencing; either
way, this option works best with some of the others outlined above.
For example: Free Shipping to California residents. Not in California? Get Free Shipping
on Any Order Over $55!

Create a Membership Program for Free Shipping
An option that’s gaining in popularity is setting up membership programs. To qualify for free
shipping, customers will have to sign up and pay a yearly or monthly fee.
This method is particularly useful if you have other perks or bonuses you can combine with
the free shipping offer.
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Offer Multiple Shipping Options at Checkout
Giving customers more than one option will increase their perceived value.
When you display rates - including the free option - show the estimated delivery
date.
Customers will be able to select a faster option (and choose to pay for shipping
themselves) versus selecting the standard, slowest, and low-cost option for
your business. Either way, you will have happier customers.

Shipping Software
No matter the cost the customer sees, you need to ensure you’re
keeping costs low on your end. Great shipping software will select the
cheapest shipping method for the desired level of service automatically.
Utilizing multiple carriers ensures you get access to a wide variety of
services and lets you take advantage of the strengths (while avoiding
the weaknesses) of each carrier.
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Returns and Free Shipping
One consideration to highlight with this approach is that some customers might decide to
return items. There is some evidence to suggest that free shipping can lead to higher return
rates for products. So, while free shipping is a great way to boost your AOV, you may notice a
higher return rate.
If you do start to notice a higher return rate, and this is harming your margins, then you
might need to alter the terms of your return policy or amend your free shipping offer. Some
ecommerce retailers do this by charging for return shipping (or not providing return labels).
Whatever policy you choose, make sure that return and shipping policies are clearly stated
and easy to find on your website. A lot of customers will wonder and look for it when considering a purchase, so make sure you’re not losing business because it isn’t clear.
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How To Calculate A Minimum Order Threshold For Free Shipping
In order for a free shipping strategy to be cost effective, you need to ensure the minimum amount you set is higher than
what your customers might typically spend. By encouraging your customers to increase the value in their carts, it can help
to offset the cost of logistics for your business. However, this needs to be balanced carefully because if you set the threshold
too high, you might find some customers are unwilling to spend the extra needed to qualify.
For instance, if you ask a customer to spend twice as much as they originally intended, it could be setting the bar too
high. Similarly, if you set the threshold too low, it could negatively impact your margins.
To work out the right level, a good strategy is to increase your average order value by 25-30%. If the value amount comes out
at an odd number, it’s a good idea to round up to the nearest 5 or 10 ($73 becomes $75), making it easier for customers to
know what’s expected of them.
There are a lot of useful apps for prompting customers that they are close to earning free shipping. Make sure the threshold
is clearly indicated on your site so that customers understand they will be charged for shipping until their order is above that
limit.
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Know Your Margins
The trick with all of this is knowing your cost and profit on every order. Do you have products with margin high-enough to
cover the cost of shipping an average order? Make free shipping available whenever those items are added to the cart (upsell
those products too).
Ideally, if you implement a minimum order value approach, the increase in AOV will cover the cost of shipping. If your average
order value is $43, and your average margin is 30%, then boosting your AOV to $55 means you added about $4 in margin (30%
of the $12 increase). Does that margin make free shipping possible for your business?

Free Shipping Delivered
Sales are great, but repeat loyal customers are the foundation for success. To create these you need to understand consumer
expectations: they don’t want to pay for shipping. If you don’t offer it, then state so clearly on the site. If you want a minimum order, or only offer it for certain products, then make that clear as well.
Creating a frictionless checkout experience should always be the goal. Shipping is just another consideration - don’t let it
negatively impact your brand. When done correctly, shipping can be a real asset to your business.

Good luck!
Office: (385) 434-0640
information@essentialhub.com
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