NexPet Retailer Co-op: Frequently Asked Questions

What is NexPet’s mission? NexPet’s mission is to help its independent pet store members compete more successfully and become more profitable. By combining members’ buying power, NexPet offers financial benefits in the form of rebates and savings; by sharing their best practices, the group provides an extensive list of unique marketing and training programs. NexPet’s idea exchanges also make it easier and more fun to manage a retail pet business. 

How does NexPet make money? Revenues are derived from rebates and commissions from supporting vendors, membership fees, and charges for services.
Who owns NexPet and how did its founders select the co-op model? In addition to Barry who has managed it as his full-time job since late 1999, a leading retailer,  Dave Ratner of Daves Soda & Pet City, Agawam, MA and a retailer/distributor, Mike Goldsmith (Mike’s Feed Farm, Riverdale NJ) own shares in NexPet Inc. NexPet was modeled on successful retail co-ops in other industries, such as Ace Hardware and Carpet One. Retail co-ops can usually grow larger, become more financially successful, and provide more benefits to members than retail organizations following other models, e.g. trade associations.  

Why is NexPet a for-profit organization instead of a not-for-profit? Approximately one-third of retail buying groups or co-ops are, like NexPet, for-profit organizations. Retail groups that are legal not-for-profit cooperatives typically have membership costs that range from $20,000-$400,000, as start-up costs have to be equally borne by all members and the regulatory requirements accompanying this form of organization are costly. NexPet’s founders felt it was unrealistic to expect pet supply retailers to contribute sums of this order; instead, to defray the significant start-up costs, the founders contributed capital and “sweat equity,” including not drawing salaries for the first three years in the expectation of earning profits later.
How are vendors selected? Vendors and other partner organizations are reviewed for quality and appropriateness by surveying members who are currently using them, by reviewing samples, and by our staff testing their products.
Why doesn’t NexPet put more focus on squeezing vendors for better prices? Most independent pet retailers depend on one or more distributors for logistical and sales support. A “squeezing” strategy would require the entire group to shift 100%—or nearly 100%—of business from one supplier to another. NexPet members have generally preferred to select distributors on their own according to their distinctive operations and delivery needs. Also, a “squeezing” strategy assumes that if business were shifted from supplier A to supplier B solely because of price, supplier B would be unable to lower his price further, undercutting the Group’s deal.
What value do vendors see in NexPet? NexPet members are asked to support the brands that participate in our rebate and discount programs, even though it is not a requirement that they support 100% of these brands. Members’ cooperation has led to impressive, consistent increases in the Group’s purchases with supporting brands, with 25% to 70% increases occurring multiple times with the same vendor. In addition to hoping for increased sales, vendors partner with NexPet in order to support the entire independent pet store market segment. 
What about NexPet’s relations with distributors? Our mission is to aid independent pet supply retailers, which is the most important customer segment for distributors. NexPet recognizes distributors as important partners for our members in handling logistical, financial, and sales support, and we seek to have positive, non-competitive relations with all distributors. 

NexPet’s Private-Label Pet Food; Central Pet

Why did NexPet launch a brand of pet food? We created Grandma Mae’s Country Naturals in order to give members control of a brand in the largest category where consumer product-loyalty drives repeat store traffic. We also sought to provide a long-term revenue base for NexPet that is more predictable than the current rebate program. 

Why is Grandma Mae’s Country Naturals called a “retailer-owned food”? In 2007 thirty-five members purchased shares in the new Grandma Mae’s Country Naturals LLC in addition to start-up capital contributed by NexPet. These members currently own 27% of the new company. In late 2008 more members have begun to start buying shares.
Do I have to buy shares in order to sell the food? Can I still buy shares if I want to? Buying shares is optional; additional shares were made available for purchase again beginning in mid-2008. About 7-8 additional members have inquired about buying shares and most of them have received documents to effect the purchase.  
When will Grandma Mae’s Country Naturals be available in my region? The product started to ship in early June 2008 from Central (NJ), Loveland, and Mike’s Feed Farm (NJ). Depending on how quickly we obtain retailer commitments, we hope to add the Upper Midwest by late 2008. The rest of the U.S. will be opened later on a region-by-region basis.
Why has Central Pet been selected to distribute the brand in certain regions? Central Pet is the dominant distributor in the Western U.S. and our largest supplier in terms of volume. Central sought to partner with NexPet on Grandma Mae's Country Naturals, and their cooperation is vital for NexPet to succeed as a national organization.
Why are we expanding the brand region-by-region? Setting up each distributor area is expensive and time-consuming. As distributors must order and stock large quantities of the food, it makes sense to set up each region only when a certain number of retailers have committed to the brand in order to prevent inventories from sitting on the shelves for months. This is especially important for a naturally-preserved food that has a shelf-life of one year. 
