LIQGHI-FHF“-I-I‘—I
One Size Fits All

CSN's recipe for success: Niche the sites, unify the back-end
By Elzateth Ganirar

Shoppers lacking te buy a coffiee table online could go to same place ke
Amazon.com, the onling equaalent of 3 big-bex or depattment store, and
find & nice selection. But many start by typing “coffes table” into Google
and seaing what comes up.

Because Google loves relevance and focus, the top of the resulis includes
sevaral retailers that seem highly focused indeed- AllCoffleeTables com,
CoffeeTablesGalore com. CofieeTables-Store com,

CoffeeTableShowroom. com. Some of them are the niche shops they appear
to be the propresters are all about coffee tables and nathing bul.

But wisit AliCoffeeTables com. While @ certaanly books like a specialty
retailer, with every imaginable coffes table on wiual display, a note at the
top nght of ds home page reveals it to be Pan of CSN Stares.” Click on the
logo and be transpored to the parent’s home page, wheare hundreds of
product categories beckon. Many roads lead to CSN Stores, and they have
their own highly specialized domain names: FutonMatiress, JustWoalRugs.
FurePit Central

A unified erganization

CSN Stores is a conglomerate of mare than 200 web starefronis, with morne
being added all the tima. Behind those storefronts is a unified marketing
and customer senice organization and a web of vendor relationships that
makes i possible to offer almost every available coffes table, fire pit,
Adwondack chaw, TV mount, or whatever—all diop-shipped diractly from the
manufacturers. B's 3 strategy that's paying off big. With 2007 revenuas
topping 5202 million {up 87% from 2006, CSH is Mo, 69 in The Internet
Retailer Top 500 Guide

“l look at their list of stores and I'm fpored " says J P Woerlin, a consultant
with Downtown e-Commerce, Wastchester, Pa , who specializes in
marketing and search-engane optimization. They're the sisepng giant that a
lat of peaple don't know abaut *

CEN founders Nira) Shah and Steve Conine, both Comell Unrersity class of
1995, were the guntessential dot-commers: they started an Inemet
consulting firm right aut of schoal and designed key web and intranet
applications for blue-chip clents like the Mew York Times and Mermll Lynch.
In 1998 they sold thair venture (only the first exampbe of their excellent
timing), staying with the buyer as emgployeas

Bat entrepreneurship lured them back, and by 2000, they found themsehes.
in Baston locking for the next big thing. In their research, they noticed
somethmg interesting.

“We kept running across small e-commerce companies that were grovang
at 20% 1o 30% a year, and they weren't ewen patticularly sophistcated with
their tachnology or anline markating,” Shah says. It seemed odd that they
were growing so fast " Even thowgh Intemet companies in general wera
pariahs in the investment community at that time, Imtemat retailing was
boamang

Sarting thraugh opportunities

Shah and Conine igured that with their back-and development skills, they
could take an e-commerce venture 1o the nesd level But what venture?
Amazon, Dell and many others had already established themsehes with the
easy swif books, music. movies, software, efectronics, and other seen-
ane-seen-'am-all tems

Fumiture and housewares. on the other hand, were ripe for some kind of
systematic approach. Many of the players were sither vary small—mam-
and-pop shops withoud the resaurces to grow—aor teo unfocused to make
their way consistently to the top of search engine results. “We realized that
if we could figure aut how to sell these things effectively, we could build a
bigger barmier batwedn us and the res? of the market,” says Conine. “And
demand was only going 1o grow as people migrated up the nsk profile curve
far online shopping. and became comfortable buying & sofa or an armoire
online.”

Despite the profusion of small web sterefionts on the market at the tima,
Shah and Conine saw na point in growing by scquisition.

“Thede wasn't a lot to acquane.” Shah says. “Thess small operations didnt
have much mventary or exclusee relationships, or amything worth buying
We didn't want to be one of these stores—we wanted to be a hundred or a
thousand of these stores ™

So. stating in 2002, they busied themselves building an e-commerca
platform that would support 33 many stores as they wanted. Using their
own money, they started small- their first launch in 2003 was
RacksandStands, a compaahensie selection of TV tables, CD carcusels,
and othar items for holding electronics and media. Maw starefronts fallowed,
one by one, and then dozens.

“The sdea is that if you're a consumer laoking for, say, a stroller, and you go
to a search engine to shop for strollers, a site where everything is focused
on strollers is going to be more ralevant to you than a store where strollers
are just one subcategery,” Shah says

A store fior each purpoze

Mot that sach storefront is muteally exclusive. There's plenty of overlap
Some are almost straight duplicates, ke AdirondackFumitureDirect com
and EveryAdimondackChair com (though there are subtle differences in the
two gites). Some are subsets of others: AllBarstools com has a number of
avan more specialized oflspring, ke AliSwnelBarstoals,
AliLaatherBarstosls and All0utdoorBarstosls. And some are umbrella sites
far @ number of categones, like Cookware.com or CSMFurniture. com

“We try to have each store for a purpose.” Shah says. “We don't have
stores just 1o have them.” CSNFumiture works well for shoppers who may
be browsing for a number of different pieces, whereas EveryHighChair or
JustDaybeds captures those with specific goals

Great minds think alike, and whether from imitation or comergent evolution,
a number of companies are pursuing the same moded in the
furniture/household goads space. CSN's nearest compatitor s Netshops,
which also started i 2002 with Hammocks com. ("It was a couple of years
before we were even aware of each other,” Shah says.) Netshops now
boasts more than 200 storefrents as well. many competing head to head
with thoge of CEN, and ranks 82 in The Imemet Retaler Top 500 Guide:
Others include VG Stores, with 190 storefronts, and Canada's Cymax
Stores, with 50

PetsUnited, which specializes in building enthusiast-onented stores and
onling cemmunities based on sirong domain names (Dog com, Horse com,
et al ), has about half a dozen thiving ventures and hopes to budd its niches
up o the same numbsers as CSM Staras, says Greg Patterson, sanior vce
president of marketing. "Our sites would be bigger and more complex, but it
would be a model simiar to CSN.” he says. "Once your infrastucture is in
place, #'s just pluggng in new pieces. s a good strong model. like awning
a dnersified stock portfolio. In a downtumn, some drasions will feel the
impact more than others ”

& stable of strang domain names seems as if it would be essential to the
success of CEN Stores” strategy and indeed, Conine says they're always
on the lookout for deals on good names. Of the 200-oéd that CSN Stores
has up currently, anly about 20 fall into the strongest category, Shah
estimates. They include AirdockeyTables com_ Bakeware com,
ReplacementChina com, Upholstery com, and Waterbeds com. The others
are compromiges of vanous kinds: All4irBeds. com, CENAmmDires.cam,
EweryToaster com, JusiKidsRugs com

Toppéng the charts?

But seme of thesa compromise names are strong enough to pop up eady in
Google and Yahoo searches, while some of the so-called stronger ones
don't even make the first page of results, which just shows that making
search engings happy is more an than science

Werin of Downtown E-commerce admires CSN Stores' knack for search
enging optimization. “The CSN Stores link takes you o a directory of all
thasr sites, and then Goagle can find all the other stores.” he says. 'R
definitely tips the playing fiald in thesr favor *

Nonetheless, paid search far outstnips natural search as a source of
cuslomers, says Shah, and most of the company's marketing is a standard
mix of paid search. compansan shopping sites, and e-mail. CSN Stores
has yet te retire any of its domain names, but i@ will rachet down advertising
expenditures for those that dont perform:

Conine says the next step is to strengthen the brand recogmition of CSN
Stores itself. “We're starting to market more as CSN Stores through e-mail
oulreach programs and some advertising,” he says. “if people had a good
expefence al ong stond, it benefls us i they know the others ane similar.”

And the real key to success is cusiomer senace and product selection. “A
genenc domain name will help you for sure, but you need a great sie ta go
wath it * Shah says.

To that end, he and Coning have put a great deal of time and energy imo
developing and managing vendor relationships so that their customers can
expect depandable drop shipping. “We've leamed how to get better at
managing that process over the past six years,” Shah says. “It's much
more dificull than shipping out of our own steck. But if you do a good job,
you have a much bigger selection available to the consumer Wal-Man and
Costco are doing the same thing. They're not trying to have the selection
we have, but they want something broader than they have i the stares.”

Cwin best customers:

CEM Stores has outseurcad its entire supply chain, excapt for a small
warghouse that accepts relurns and either resells them at substantial
markdowns or donates them to chanty. But one thing it will never outsource
is customer senice, Shah says. The company hired its first employes in
2003 and is now at about 500, wrivally all in its ofices in Boston's
Prudantial Tewer While same work an marketing, vendor relations and
technology. the bulk answer customer calls and e-mails.

Bath Shah and Conine are at the stage of life where fumishing their houses
is a preaccupation and as a result, they are two of thesr own bast
customars. Shah is a fan of AllModem com, their site for modem furnilure,
and EveryFaucet com, which supplied much more than faucets to halp him
redo his bathroom

Canine recently bought a mattress. I had the damedest time comvincing
myself to do it,” he says. It was a good way to understand our customers’
point of view. But | thaught. 1 run this business—! really have to do it." In the
warst case, | would just return it and try a different ane

The mattress worked out fing, even though he hadn't been able 1o lie on it
bafare buying. Vv been 1o a lot of matiress shows_ and | think hyng an
them is cverrated,” he says.
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