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Preface

Like the mythical phoenix, the internet rose from the ashes after the 2000 dotcom crash. Today, over a decade later, online sales in the United States alone top $250 billion with no decline in sight. People, consumers in particular, are accessing the multitude of available websites in numerous ways, including mobile technology, led by smartphones. In fact, according to Pew Research Center’s Internet & American Life Project, 56 percent of U.S. adults own a smartphone, which means that they are able to access the web from any place where they can get a connection. This makes it much easier to access an e-business today as opposed to the early days of the internet and online retail where most customers were sitting at their desktop or just discovering a laptop.

While venture capitalists (VCs) and angels are more prudent about offering funding for dotcom startups, driven entrepreneurs with good ideas are still devising ways to build solid businesses that utilize the power of the internet to reach millions of people worldwide.

Still, for every dotcom business that flourishes, hundreds—maybe thousands—go bust. What does it take to build a dotcom that will succeed? In this book, you will find out. We offer recipes for success, road maps that pinpoint the hazards, and dozens of interviews with dotcom entrepreneurs who have proved they’ve got what it takes to survive in this sometimes fickle marketplace.

What separates the losers from the winners? Poor ideas, poor execution, poor marketing, and poor funding.

Good ideas and smart business practices aren’t always enough, though. The internet has become overcrowded with both internet-only businesses and the websites of millions of traditional businesses from the brick-and-mortar world. In some cases, launching a national, full-scale, consumer-oriented site today may require millions of dollars to cover detailed web design and navigation systems, marketing, hardware, software, and staffing costs. Gulp! That’s a big leap from the graduate school project days that gave rise to Yahoo!.

However, numerous low-cost websites are still launching and making it to the big time. Consider that Facebook was born in a college dorm room. The modern e-business requires a unique combination of customer insight, business understanding, technical know-how, financial resources, marketing, and social media savvy as well as entrepreneurial drive. The possibilities of success remain enticing, even when wallets are thin—if your ideas are smart and your execution persistent.

The goal of this book is to give you the tools and knowledge you’ll need to emerge among the victors in a crowded market. In these pages we’ll cover building your site, hosting servers, funding, building partnerships, attracting visitors, and hopefully laughing all the way to the bank. This is not a technical book. It’s a book about business and consumer psychology.

While the internet’s roots are in technology, that technology has become much more accessible to a wider group of entrepreneurs through the efforts and investment of many companies and people. Today, there are better software tools that make it easier than ever for anyone, even technophobes, to build and manage a website.

Some words about how this book is organized: Interspersed among the chapters are “Cheap Tricks,” mini-interviews with low-budget website builders. The book also features interviews, called “Echats,” with CEOs of big-budget name-brand sites, among them Drugstore.com, Proflowers.com, Autobytel.com, eBags.com, and Zappos.com.

You’ll also find three kinds of tip boxes designed to hammer home key points:

       •   Smart Tip: bright ideas you want to remember as well as online opportunities

       •   Beware!: pitfalls and potholes you want to avoid

       •   Dollar Stretcher: money-saving ideas and practices

Read on to find out how to make your internet dreams a reality.


1

The Internet Gold Rush

Before you embark on your foray into starting your e-business, you might benefit from knowing a little about the previous gold rush, way back in the early days of the internet.

The first dotcom gold rush occurred roughly between 1995 and 2001. It began when a little startup named Netscape introduced a web browser. Amazon, eBay, Yahoo!, 1-800-Flowers.com, Drugstore.com, Priceline.com, WebMD.com—they staked their claims to a piece of cyberspace and became billion-dollar businesses. Others, like Pets.com, WebVan, and eToys, flamed out spectacularly when the bubble burst in 2001. Many wondered if the internet would ever amount to anything more than a few pie-in-the-sky ideas.

But today, ecommerce is back in a big way. The market continues to thrive and websites come and go all the time.

Just as dotcom giants of the first wave did, over a decade ago, websites like Skype, YouTube, Facebook, Twitter, Pinterest, and a new breed of online retailers, such as Zappos and Nasty Gal, have taken off and become the standard go-to sources.

The influx of e-business sites worldwide has become increasingly evident over the past decade. Window displays have been replaced by branded Pinterest boards and traditional advertising has given way to inbound marketing through the social media sites.

The new e-businesses are succeeding because the new rules favor companies that are innovative, smart, and ultra-quick to react to changing consumer interests. It also helps that today’s entrepreneurs have been able to learn from the mistakes and successes of the original dotcom pioneers.

The internet is for real, and in the 21st century, if you’re not on it, you’re not in business.

That being said, you need not go into your business with the idea that you will create the next eBay or Amazon. While we look at these and other hugely successful sites to glean knowledge, it is important to understand that building a business is not about becoming a worldwide phenomenon, since the odds are highly against that happening. The reality is that you want to stake out your own claim in your market and build a successful and profitable business. If it takes off and you become very wealthy, that’s wonderful, but keep in mind that people have gone bankrupt overextending themselves and trying too hard. Start a business, nurture it, and it will grow. How big it gets will depend on many factors, but you can’t force success.

A New Set of Rules
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On the web, the advantage is yours—it belongs to the entrepreneur. Why?

Consider the story of Compaq computers, now a brand under the Hewlett-Packard umbrella since 2002. It makes fine computers—maybe no better than its competitors, but certainly no worse.

So why did Dell long ago surpass Compaq in market leadership? Dell jumped feet first into full-steam web retailing. It yanked its merchandise out of retail stores and threw the dice, betting the company’s future on direct selling (via catalogs and the web) to corporations and individuals. Compaq, meanwhile, faltered at every step because it didn’t want to alienate its established retail channels, convinced they would be irked if suddenly the same computers were available for less on the internet. So Compaq dithered during the infancy of the web, and that indecisiveness made it lose momentum and leadership while competitors grabbed market share.

Today, the web is an established manner of doing business. It is no longer new and “innovative.” But unlike the brick-and-mortar world, which remains intact, the web evolves very quickly. For example, the banner ads of a decade ago gave way to pay-per-click advertising and internet marketing has largely morphed into social media marketing. Sure, a store can add a new wing or open another outlet, but it takes time and a lot of funding. An e-business, however, can rearrange its inventory with a few clicks of a mouse and add pages of new products with a little bit of webpage designing. It’s time and cost effective. The internet can, and does, change more quickly than the brick-and-mortar world, thanks to new technology coming out all the time.
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Beware!

Venture capital funding, billions of dollars’ worth, is out there, but be prepared before you try to accumulate any of it. Venture capitalists want to know that you have thought out every possible aspect of the business and left no stone unturned. You need an air-tight business plan that defines exactly what you are planning to do and have all of your ducks in a row, from your costs to your management team, before approaching a venture capitalist.







Another great advantage of the internet is that it puts the squeeze on pricing. Not having inventory in warehouses all over the country, or all over the world, is one among many reasons why online pricing has been a boon to business.

Reaching Their Peak
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Before embarking on how you can get started in your own online business, let’s check out a few of the many successful e-business models that have preceded your endeavor.

If you’re willing to expand your horizons a little, as two entrepreneurs discovered, the sky’s the limit. Consider Jim Holland and John Bresee, who in 1996 founded Backcountry.com, a West Valley City, Utah, online retailer of outdoor gear for all things backcountry.

Holland, a two-time Olympic ski jumper and six-time national champion Nordic ski jumper, and Bresee, a former editor of Powder magazine, founded the company with the purpose of providing outdoor adventure gear to the hard-core recreational athlete. Holland and Bresee’s online store has seen triple-digit average annual growth for the past ten years. Pretty amazing, considering the fact that they began the company without any outside investment.

“We developed the site ourselves and banked about $2,000 of our own money to get started, which we used for inventory,” says Bresee. “We took a risk but knew there was an interest out there for what we were doing.”
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Smart Tip

Always look for a niche the Big Boys have neglected—then exploit this opportunity swiftly, before the mega-companies come to their senses. And guess what: There always are such opportunities. Find yours and move fast.







What’s the company’s secret to success? There’s not one answer to that question, but a key reason is that the company decided to focus on a narrow niche—selling gear to hard-core sports enthusiasts—instead of competing with mass-market retailers like REI that might sell the same items, but without the same knowledge.

Backcountry.com, for example, populates its call-center staff with hard-core skiers and trekkers who are out there using the equipment the site sells.

Therefore, when customers contact Backcountry.com with their questions, the customer solutions team, known as “Gearheads,” can answer by drawing on their own unique personal experience.

Excellent customer service, in fact, is the company’s mantra. “We make it very easy for our customers to communicate directly with real people at Backcountry.com, whether they have a question or want to make a purchase. Our phone number is on every page of our site, and people can just as easily opt to IM a Gearhead if they prefer,” says Bresee.

Other reasons for its continued growth? The addition of other successful niche sports gear sites (Tramdock.com, Dogfunk.com, SteepandCheap.com, WhiskeyMilitia.com, and BackcountryOutlet.com), cost-effective online and word-of-mouth advertising, and the company’s philosophy that the risky way is the safe way.

“If it’s safe, we’re not interested in pursuing it,” says Bresee. “To successfully grow a business, you have to take risks. In the case of Backcountry.com, we’re lucky that the risks we’ve taken are working out pretty well.”

Sweet Dreams
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Sometimes even when your dreams aren’t so lofty, the internet can save the day, as Barbara McCann found out. She and her husband, Jim, owned The Chocolate Vault, a store in Tecumseh, Michigan, a village about 60 miles west of Detroit. They’d watched traffic—and customers—veer away from little towns, and they’d watched their cash flow all but disappear. Then they decided to give the internet a whirl.

On a skimpy budget of a few thousand dollars, Barbara McCann personally built her website, ChocolateVault.com, and then she watched an amazing thing happen. “People from all over the country found us, and they started buying our chocolates!” she says.






The Ecommerce Quiz

Think you’re ready to become a “netpreneur”? Prove it. Before moving on to the next chapter, take this quiz. Answers are true or false.

         1.  I’m comfortable in an ever-changing world with new rules popping up often.

         2.  I see inefficiencies, such as waste and delay, in many current business practices.

         3.  I’m willing to delay this year’s profits to potentially make more money next year.

         4.  Customer satisfaction is the most important thing a business can deliver.

         5.  I recognize that the internet can reach far more people than opening a local business.

         6.  I am prepared to deal with customers from anywhere.

         7.  I see opportunity where others see risks.

         8.  I’m not intimidated by technology and know that if I don’t know the high tech solutions to problems that I can find others who do know such answers.

         9.  I am willing to work hard and learn as much as I can while launching a business.

       10.  I recognize the potential of owning an internet business but also understand that as a business there are always some risks and there are no shortcuts.

Scoring: Guess what? “True” is always the right answer for any netpreneur. But you knew that already because you’re ready to compete.







McCann says the internet business has grown so much that she decided to close the retail store. In 2005, she moved her internet business, and home base, to another small town in southeastern Michigan and built a small factory-type facility that allows the company more space. McCann says the move was the best decision she could have made.

McCann doesn’t have the money to buy major advertising space and instead puts all her energy into offering exceptional customer service. “We are trying to give our customers the kind of personal service online that they would receive if they walked into our store,” she says. “We’ve also found ways to customize our products. For example, we make custom molds for our corporate clients.”

McCann also says that most of her customers are return customers who keep coming back because the site is understandable and easy to maneuver.

Will The Chocolate Vault rise to the top and challenge the biggies in that space, such as Godiva and others? “Never,” says McCann, who knows her budget and her ambition. But the big miracle is that “the internet has been a lifesaver for us,” she says. “We would’ve closed our shop without it.”

You can set the scale of your internet ambitions based on how much you can deliver to your customers. If you have a limited amount of time, or a limited budget, you can remain small. If there is a great demand for what you sell, then you can grow, merge with a larger company, or even sell your business and walk away with a profit. The choice is yours, but you need to get the ball rolling first.


2

Ten Reasons You Should Be Online

Still need convincing that the web is the place for your business? It would be no sweat to list 25 reasons, even 50 or 100, but to get you started, here are 10 reasons you have to be online.

         1.  It’s cheap. There is no less expensive way to open a business than to launch a website. While you can spend many millions of dollars getting started, a low-budget site, starting with as little as a few hundred dollars, remains a possibility when you have an online business.

         2.  You cut your order fulfillment costs. Handling orders by phone is expensive. There’s no more efficient—cheap, fast, and accurate—way to process orders than through your website.

         3.  Your catalog is always current. A print catalog can cost big bucks, and nobody wants to order a reprint just to change one price or to correct a few typos. A website can be updated in minutes.

         4.  High printing and mailing costs are history. Your customers can download any product information you want them to have from your website. You can focus your marketing efforts on the social media, email newsletters, and online advertising. Sure, you’ll still want to print some materials, but you can save a bundle on printing costs.

         5.  You cut staffing costs. A website can be a one- or two-person operation until it grows. With just a few free, easy-to-use tools, you can put your business on autopilot. If you do need help with web development, design, marketing, or content, you can find freelancers or other online business owners working from their home offices and hire them as independent contractors. This is a much easier option than hiring regular, full-time staff.

         6.  You can stay open 24 hours a day. And you’ll still get your sleep because your site will be open even when your eyes are closed.

         7.  You’re in front of a global audience. Ever think what you sell might be a big hit in Scotland or China? Review your metrics and your site log, and you’ll see visitors streaming in from Australia, Italy, Japan, or Malaysia. You never know where your products will be a big hit.

         8.  There are typically no city permits and you’ll have minimal red-tape hassles. This could change, but in most of the U.S., small web businesses can be run without permits and with little government involvement. As you expand and add employees, you’ll start to bump into laws and regulations, but it certainly is nice to be able to kick off a business without first filling out reams of city, county, and state forms.
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Beware!

Not only can online catalogs be updated in seconds, they must be! A sure way to frustrate online shoppers is to take them through the buying process only to annoy them at the last moment with a “Sorry, out of stock” message. Never do that. If merchandise is out of stock, clearly note that early in the buying process. Customers can accept inventory problems, but they’ll never accept you wasting their time. Keep your site up-to-date.







         9.  It’s fast. You can build a website on Saturday afternoon, open a Google AdWords account on Sunday, create a viral ad campaign to reach millions on Monday. It’s not usually that simple, of course, but the potential for overnight results is always there.

       10.  It’s easy to get your message out. Between your website and smart use of social media, blogs, email, and online advertising, you’ll have complete control over when and how your message goes out.
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Dollar Stretcher

On a really tight budget? Hire local college students or interns and have them work part time. Many young people are willing to work for low or no pay in exchange for getting in on the ground floor of an e-business startup. And many are very technologically adept!







You can’t beat a website for its immediacy, and when a site is designed well and has a well-conceived marketing campaign, it’s hard to top its ability to grab and hold the attention of potential customers.

There is also the interactive component of “getting your message out there and receiving responses.” The internet lets your customers comment, review your business, ask questions, or reach out to your customer service representatives 24/7. It provides a fast and easy way to talk to your demographic audience and find out what they like and what they do not care for. In-person focus groups take time and money to organize and customer surveys found in brick-and-mortar stores often end up on the floor of the mall. Getting feedback is so much easier online and you can hone your sales strategies according to the feedback you receive.

You have other reasons for wanting a web business? Fair enough. The key is knowing your reasons and understanding the many benefits of doing business online, and being persistent through the launch. This isn’t always an easy road to take, but it’s definitely a road that has transported many to riches, with much less upfront cash, hassle, and time required than for similar, offline businesses. And that’s a tough value proposition to top.

The Downside
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OK, nothing is perfect. Yes, there can be drawbacks to a web-only business. First, you are 100 percent dependent on technology. If you are living in a region frequently hit by major storms, you may lose power, which could knock you out of business periodically. Technology also comes with glitches so you will need to know how to fix such problems or have someone at the ready 24/7 to do tech support.

You also have to recognize that there is a lot of competition, so having a website is not enough without doing regular marketing and/or advertising. Even the best website won’t succeed if nobody knows it’s there. Remember, people won’t simply be “driving by your store.”

If you are not good at self-motivation, you will have a hard time running an e-business, or any business for that matter. An entrepreneur needs to be ready to put in long hours and focus on the business constantly, especially in the growth stages. With luck, you will have a team to help you once your business is successful. But, as any entrepreneur will tell you, it takes persistence and the ability to get up each day and get to work. Some people are good at this while others have a hard time self-motivating, which is not a good attribute for a business owner.


3

Dotcom Dreams and Disasters

The number of startups getting seed funding in 2012 jumped by 65 percent over the previous year to a total of 1,749, according to a report by CB Insights. This included funding from either angels or VCs, or both. The leaders of the pack were, guess what? Internet companies!

But before getting your startup off the ground, it’s worthwhile to look back and see why so many dotcoms have fallen by the wayside.

       •   Bad balance-sheet math. At no point did the companies that crashed and burned generate financial statements that indicated any reasonable relationship between income and expenses. Too many startups have simply spent money before they earned it. You need to recognize that you have to crawl before you can walk and then take small, baby steps. Yes, you may need a good team around you, but they need to believe in the business and understand that there will be some lean years. That being said, you don’t need the ritzy office, the high-powered law firm, or the overpriced consultants. With all sorts of financial software programs on the market, you should be able to keep your expenses in some kind of rational alignment with your income. Hint: Do the math from Day One and never stop doing it until you’ve earned enough to have accountants and financial analysts doing it for you. And you should still double-check what they do regularly.

       •   No revenue model. The core question for dotcom startups is “What is your revenue model?” This is shorthand for “How do you envision bringing in income? What will be your revenue streams? How do you expect to make a profit?” Potential investors will ask this, as will would-be employees, partners, and anybody considering a financial future with your dotcom. In the early years of dotcoms, entrepreneurs could get away with a lot of vaguely explained responses that involved a mix of advertising dollars and ecommerce, and in most cases, the answer was accepted. It was a mistake because, as the failed dotcoms proved, nobody had ever really put flesh on the revenue models. Today, despite the fact that investors are savvier, simple business logic prevails. You need a clearly defined source of revenue. In most cases you’ll actually need more than one revenue stream before you can launch your business website.

       •   No clearly defined exit strategy. Every well-conceived business startup comes equipped with an exit strategy for investors. An exit strategy is how investors will get their money out of the business, and when. Founders with hands-on roles in the business should also have a plan for getting out (selling, passing it on to your family, etc.), but angels, VCs, and such want to know how and when they’ll see a return on their investment.
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Beware!

Of course you’ll start off in the red, which is the norm when launching any type of business. But when can you honestly project seeing black ink? You need to have a very realistic forecast based on a solid business plan to know when you will be profitable. So many dotcoms have shut down because they never had honest forecasts of when investors could expect to see black ink. Don’t let that happen to you.







                 What are possible exit strategies?

                 1.  Going public: a prime choice for many dotcoms

                 2.  Getting acquired by a bigger fish

                 3.  Bringing in new investors to buy out others

                 There is no saying which exit strategy is best, but what can be said is that no CEO needs anxious investors calling every few minutes to ask when they might cash out. And that happens all too often when there’s been a lack of clarity—even realism—about the investment. This means that in early talks with investors (even if it’s your folks who put up the money), you need to be honest about how you see them getting their money back and when. Be as realistic and conservative in your estimates as possible.
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Dollar Stretcher

When you start out, do as small businesses have always done: Operate on a shoestring. Dell Computers, for instance, got its start in a dorm room. Apple started in a garage. Your quarters needn’t be that humble, but never, ever spend money you don’t have to for the sake of “making an impression.” Spend wisely.







       •   Having no marketing plan. Too many dotcom businesses started with great ideas, terrific products or services, and the mistaken notion that if they built the website, visitors would simply appear. Brick-and-mortar businesses base a lot of their future dreams of success on the old adage location, location, location. For a retailer, being in the right location would generate foot traffic and that could make the difference between success and failure. Websites, too, need to generate visitors who will hopefully be converted to customers. Marketing is essential, and it must be well conceived and implemented even before you launch your site.

       •   Being blinded by technology. You need technology for your online business to exist. BUT, technology cannot, and will not, handle all of your concerns. It is a tool with which you run your business, not the brain trust behind your company. Too many e-business owners are so overwhelmed by the possibilities of technology that they forget that there is always a human element to business that even the best technology cannot replace.

The sad fact about many failed dotcoms is that they could have been successful, maybe not on the lavish scale hoped for by the founders, but profitable nonetheless. And they blew it by forgetting that in the end, business is business and it requires sound financial planning, marketing, and products or services plus excellent customer service. While it might be fun to appear on the cover of a magazine, it’s ultimately more fun to be on top of a steady stream of black ink—and it’s no fun at all to manage a business that’s dripping red ink.

The message for you: Learn from the many mistakes of failed dotcoms.
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Should You Shut Down Your Brick-and-Mortar Store?

If you are already in business, and not starting from scratch, we have a question for you: Is it time to lock the door of your brick-and-mortar store to focus exclusively on your online business? That’s a question many small-business owners have asked. The web and its many opportunities are certainly exciting, often more exciting than Main Street. Ecommerce and offline retailing can coexist and, in many cases, the result is greater than the sum of the parts. Sometimes online retailing turns out to be the far better way to go, but not always. Every business is different, and you’ll have to decide for yourself if it’s a good idea to shut down your storefront.

Etailer Sherry Rand has a definite opinion on the subject. “The smartest thing I’ve done in business is shutting down my store and going exclusively as an online retailer,” she says. “Now I have a really neat business. I love it.” Rand has an online store that focuses on a very specific niche—gear for cheerleaders. You want pompoms in various styles and colors? You want megaphones for leading cheers? Then you should know about Pom Express (pomexpress.com), where Rand has conducted e-business for more than a decade since she shut the doors of her brick-and-mortar store.

“Online, I don’t have to carry the great overhead of a store, and from a quaint town, North Hampton, New Hampshire, I’m selling globally,” says Rand. “We get lots of orders from Europe, where cheerleading is really picking up.” Rand, herself a cheerleader from fourth grade until she graduated from college, sold cheerleading supplies as a manufacturer’s representative until she opened her own store. Now that she’s operating solely on the web, she says, “This is a great niche. And on the internet, I can conduct business wherever I want to be.”

Moving Out
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The temptations are potent. Close a brick-and-mortar operation, go strictly cyber, and whoosh—you’ve distanced yourself from monthly rent payments and dealing face to face with grumpy customers, not to mention that you’ve positioned your business to sell globally. At least that’s what it seems like in theory. But can you count on it happening for you?

Probably not, says Jackie Goforth, a partner for PricewaterhouseCoopers who focuses on retail and ecommerce companies. While she says a great example of an industry that has shifted to online is antique and collectible retailing, “I would say for the average retailer, this is not the time to shut down your shop. I think retailers can use their online presence as a great complement to their stores. It may actually drive in traffic by allowing the customer to do some online browsing.”

Additionally, she says the appeal of being able to return merchandise purchased online at the local brick-and-mortar store gives shoppers confidence in their online purchases. “There still appears to be some fear that online purchases are difficult to return,” she says. “The retailer who carries unique and exclusive merchandise could potentially tap into a much larger market by utilizing the web to reach a broad customer group.”

“You have to keep in mind, though, that for every dotcom that thrives, there are more that flop,” says Mark Layton, author of .coms or .bombs . . . Strategies for Profit in e-Business (Cornerstone Leadership Institute). “Many dotcoms will become dot bombs—they’ll fail. Online or offline, you need a sustainable business model. If you don’t have that, you don’t have a business.”

Having It Both Ways

[image: ]

Experiencing second thoughts about burning the lease on your storefront and going strictly virtual? Consider Vino! (vino2u.com), the online complement to a Winter Park, Florida, wine store, both owned by Rhonda Gore-Scott. Built around the tasty proposition that all the wines it sells are rated 85 or higher by a prestigious publication (such as Wine Spectator), both the storefront (opened in 1998) and the online store (launched a month later) are profitable, according to Gore-Scott. “Once you do a little foundation work,” she says, “the website offers a very convenient and efficient way to manage another arm of our business.”

But she has no intention of shutting down the brick-and-mortar store, for a flock of reasons. For starters, an online operation still needs some real-world warehousing for merchandise such as hers, and the brick-and-mortar store provides that. But it’s the second reason that’s the clincher: The site sells to many customers outside the area, but there are also many locals coming into the store with shopping lists they’ve printed out on the web. For those customers, the combination of the website and the store offers a great convenience—they hunt for wines they want online, at midnight or 6 A.M., and then they can get in and out of the brick-and-mortar store in a matter of minutes. “I enjoy the brick-and-mortar portion very much because of the face time with our customers. The two parts are very complementary,” says Gore-Scott. “They combine the human element with the efficient, quick 24/7 element.”

It’s All About the Business
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The type of business you run will largely determine whether you should be an e-business, a brick-and-mortar business, or both. Travel agencies—the ones you used to see on many street corners—are very hard to find these days because travel agents recognized that they could do all the work online. Conversely, there is no such thing as a real cyber dance studio. You can sell lessons online, but you still need a place to teach your hoofers their steps. Restaurants still need tables and chairs and customers, while small catering businesses can thrive by simply taking the orders online and doing the cooking in their home kitchens.

For many retailers it’s a matter of what you sell, to whom you are selling it, and how well established your business has become.

A store with a steady walk-in clientele has no need to shut down. Why mess with success? People still enjoy browsing, talking with knowledgeable salespeople, and getting a feel for the products they may be buying. This explains why so many brick-and-mortar businesses continue to expand with new locations dotting the map. A web presence can be beneficial for marketing purposes, posting sales information, special holiday hours, and maps to those new locations.

What makes having both brick-and-mortar and online sales work is that you can:

       •   Accommodate orders from around the corner and around the globe

       •   Sell products that people want to “feel or smell” in the store and less touchy-feely goods online thus expanding your inventory

       •   Cross-promote your website from the store, for those times when people cannot get to you in person, AND market your store on the site hoping people will come in and see for themselves what you offer

Many stores have found that certain niche items which may not sell in their own town, city, or region are popular in another part of the country or even overseas. Much to their surprise, dress store owners in Maryland found that some of their line was very popular with customers in parts of Europe. Other store owners have enjoyed similar success in other parts of the world. Of course the products need to be easy to ship to make online sales worthwhile.
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Smart Tip

What’s a click-and-mortar? This internet term describes a store that exists both online and in the physical world. It’s also known as clicks-and-bricks, as well as bricks, clicks, and flips (the “flips” refers to catalogs that customers flip through). Classic examples of numerous click-and-mortars include Walmart, The Gap, and Best Buy. Click-and-mortars allow consumers to initiate or finalize transactions either on the website or at the physical location. Exchanges or refunds for items bought online can also be processed at a local store to avoid extra shipping costs. Although, following Zappos’ trend-setting return policies, many other e-businesses have streamlined their return policies, making it easier to shop online without the “fear of returns” stigma.







The two questions are whether going online can enhance your business and whether it can replace your brick-and-mortar business. Sometimes having an actual business location gives you more credibility in your local region or neighborhood. It also gives you more face time with customers.

While many travel agents have found that the web business has rendered their walk-in business unnecessary, many other retailers have benefited from having both, to serve both customers who like the in-store shopping experience and customers who prefer to shop from the comfort of their home or from their smartphones while commuting to and from work or waiting to pick up their kids from soccer practice.






Fortunetelling

Want a manner of assessing how your business might fare online? College of William & Mary business professor Jonathan Palmer shares the three factors that shed a green light on this decision:

         1.  You sell a product line that can be delivered economically and conveniently.

         2.  You have both a desire to market to customers outside your own geographic location and a product with broad appeal.

         3.  There are significant economic advantages involved in going online.

Chew especially hard on points one and two because if they are on your side, the profits implied in the third point will likely follow.

Let’s add a couple more items to that list, such as:

         4.  Your demographic group is largely the “under 40” crowd that has been weaned on web shopping.

         5.  You have the time and manpower to build awareness for the site by using the social media platforms and you have the budget to use traditional marketing.







Double Vision
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Still, isn’t this dual-channel strategy an unnecessary complication that forces an entrepreneur to focus on two distinctly different venues? The experts don’t think so, and in fact, it has worked exceptionally well for many business owners. “A [brick-and-mortar store] can be a billboard for your website,” says Bentley University ecommerce professor Bruce Weinberg, who points to The Gap as an example. It already has massive brand awareness, and whenever a customer walks in—even walks by—a storefront, there’s a reinforcement of the URL, gap.com. Your business might not be a Gap, but even so, says Weinberg, the fact that you are in a physical location with signage and various advertising campaigns to promote the store will mean that you are also building awareness for your website.
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Smart Tip

With smaller, nonbrand-name sites, a big consumer worry is that your ecommerce site is less reliable. When you have a brick-and-mortar storefront, you also have solidity in the minds of consumers. Don’t hide it. Put up a photo of it on your website, and definitely show the street address. Consumer worries will vanish.







“Some products are ideal for online; others just work better in a brick-and-mortar store, where customers want to test the look, feel, and fit,” says College of William & Mary business professor Jonathan Palmer.

The bottom line is that if you are already a business owner, having a web presence is almost mandatory in today’s competitive market. It may just be a place for marketing or a billboard since people are always looking up businesses on the internet. For some businesses it may be a place to order gift certificates, tickets, or get coupons that can be redeemed when visiting the brick-and-mortar location. For other businesses, the website can be a place for customers to shop when they cannot get to the store or if they are out of the area. Only you can determine what direction your website will take.


5

Website Building 101

What’s stopping you from putting up a website for your business? A big and persistent hurdle is the belief that doing it is hard, technically demanding work. The truth of the matter is that today, building a website is very easy.

Places like Wix.com, BuildYourSite.com, GoDaddy.com, and Web.com make it a very simple, cost-effective process.

“Even the smallest businesses can afford to be on the web,” says Mary Cronin, a business professor at Boston College and editor of The Internet Strategy Handbook (Harvard Business School Press).

However, if you don’t have time to spare, a small outlay of cash will buy you the services of a local college student or even an outsourced programmer from another country fluent in HTML.

For those of you who want to do it yourself, this chapter provides step-by-step tips for producing your website—from picking the right tools and putting them to use to testing your creation. Set aside a few hours, follow the steps, and you, too, will be in business on the web.

Know Your Purpose
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The technical aspect of your site is the easy part. Knowing what you want, and making the site enticing to visitors so that they will make purchases, is the bigger challenge.

The key is to create and utilize the website for one or more specific purposes. You can use it to draw people to your company or so that people can find your basic information (address, phone number, hours, etc.) or make it part of, or all of, your business . . . which is the focus of this book.

There are clear advantages for a web business. On the web, for instance, “distance means nothing,” says Jerry White, director of the Caruth Institute of Owner-Managed Business at Southern Methodist University in Dallas. A small business in the United States can use the web as a low-cost tool for reaching customers in other states, even other countries.

The clock, too, no longer matters. “On the web, your business can be open 24 hours a day, seven days a week,” says Gail Houck, a consultant and web strategist. Another reason for building a web presence: The web lets you serve customers in ways that would be unimaginable in a traditional retail environment. On the web, it’s easy to offer far deeper product selection, for instance, and—with clear thinking on your side—prices, too, typically can be driven down.

All good reasons? You bet, and you may have many more. Whatever your motivations, the single most important step you can take is this one: Define your goals and expectations. Do that, and the rest—including the mechanics of site design—will fall into place.

Where so many small businesses (and a few very large ones, too) go wrong is that they haven’t taken this clarifying step. The resulting sites are fundamentally confusing because nobody ever took the time to specify their purpose. It’s perfectly fine to erect a site that amounts to a company information brochure, but that site cannot be expected to function as a retail platform.

Getting Started
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The first thing you want to do is find a website builder. These are easy-to-use software programs that make it simple for anyone to create a website on their own. Previously, websites were written manually by computer programmers in complicated computer code. This required anyone creating a website to understand computer code and code editing. If you didn’t know all of that, and most people did not, you had to hire someone who did.

Today there are plenty of website building programs that make manual computer code and computer editing unnecessary. These programs make it simple to build a fully functional site with exactly what you need to market your business and sell products or services. Most of these tools integrate a reliable hosting package as well.

Note: The web builder helps you create a site, while the hosting service puts it out there on the internet. It’s not unlike a production company and a TV network. One (the production company) creates the TV show and the other (the network) broadcasts it out for you to watch. We will talk about web hosting a little later, but for now, you need to focus on web building.

Among the more popular website builders are:

         1.  BuildYourSite at buildyoursite.com

         2.  Fatcow at fatcow.com

         3.  Hub at webhostinghub.com

         4.  GoDaddy at godaddy.com

         5.  Network solutions at networksolutions.com

         6.  Squarespace at squarespace.com

         7.  Web.com at web.com

         8.  Webs at webs.com

         9.  Wix at wix.com

       10.  Yola at Yola.com

There are many others, such as Dreamweaver, Joomla, Yahoo!, or Web Easy Professional 8. A Google search will provide you with even more options. Today, most web builders can be downloaded online. You’ll find some site builders for a few dollars a month in conjunction with web hosting. You’ll also find more elaborate web hosting suites that will run $500 or even over $1,000 with a variety of software programs, such as Photoshop, included.

As you look at various website building tools, you’ll need to determine what features you are looking for. Since most of the major website building programs accommodate either PC or Macintosh computers, that should no longer be an issue.

Be a Savvy Shopper
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There are several important things to look for when creating your e-business. There are numerous applications that can meet your needs, as well as plenty of extras, many of which you don’t need and do not want to spend extra money on. First, you may look at some, to do side-by-side comparison shopping. Take a look at http://www.websitebuilderexpert.com’s comparison chart, which is one place to get a look at some of the best options when it comes to web building.

Functionality

First and foremost, you need a site to accommodate your needs. Of great importance should be ease of payment if you plan to sell products or services online. People do not want to jump hurdles to pay for what they want, nor do they want to be interrogated with a slew of unnecessary questions. Checkout should be very smooth and simple. If you will be selling products internationally, you will also need to choose an ecommerce site builder that allows you to manage payments from multiple countries (and convert currencies).

If you have many products to sell you’ll need a shopping cart so customers can browse the site and purchase as they go. You’ll also want to have many display pages with products and easy landing pages to provide more detail on that which you are selling.

Landing pages are those pages that come up when you click on products and services that you are interested in learning more about. Amazon.com has great landing pages that offer all the details and then link to check out, where you purchase an item. And speaking of Amazon, they also save your relevant information so that each time you shop at their site you do not have to enter everything from scratch.

The point is simply you need to think very carefully about what it is you want the site to be able to do. Walk through the experience of each visitor, map out your site on paper, and then look for the functions you will need to make the site as user friendly as possible. Functionality, more than anything else, is where you will want to be selective. Before you choose an ecommerce site builder, carefully list the “must haves.” You can then decide whether or not you need many other features. It’s not unlike buying a home. You know you need the fourth bedroom, the two-car garage, and a large enough kitchen for your family. You might not, however, need a fireplace, a third or fourth bathroom, or a view of the lake.

Growth Potential

While you may remain a small business or grow very slowly, it’s nice to have a website that can accommodate growth, or “scalability,” as it’s called today. Look for site builders that allow you to add features and have the capacity to grow with you as your business expands.

Site Design

Look at some of the finished products of a site builder. Do you like the navigation of the websites? Is the navigation easy or difficult? Do the sites from a particular web builder all look the same? Once upon a time, site building was all about filling in a few templates. The result was that so many sites all looked the same. Today, most site building tools have the ability to create nice looking, original sites that are easy to use. BUT, this is your baby, so be discerning and choose one that can create pages that you like. You want a design that is easy to create, update, and re-do when necessary. Today’s most engaging sites, unlike the early days of the web, are also clean and uncluttered, with some white space. The objective is no longer to wow people with bells and whistles, or cram as much on a page as possible. You just want to get your point across, letting people know what you do and what you sell in a clear, effective manner. That being said, you also want to know that loading photos and videos is easy, since both are an integral part of web success today. Blogs are also something you will want to be able to easily infuse into your site.

Look at many other websites and decide what you like and what you do not care for. Make a list of sites you would like yours to look like. Then look at the design capabilities of the site builder and see if features like easy photo uploading are included.
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Smart Tip

Make sure your site design fits the tone of your business. A yellow background with balloons and clowns is less likely to fit an esteemed law firm that specializes in wills and estates than it is to be appropriate for a children’s party planning business. Design accordingly.







Support—HELP!

Technology is great when it works. When it doesn’t, you want to pull your hair out. You NEED a site builder that comes with excellent support from real people, with more than a list of FAQs that may not fit your problem. You want reliable tech support and customer service from representatives that are knowledgeable and patient. The best companies have such people available 24/7 by phone or online chat.

Read reviews and look for other people who have used the web builder you have in mind. Find out what experiences they have had when trying to get technical help.

Your goal is to find a support team that can easily understand and answer your question without any language barriers. You want prompt responses.

How Much?

Now comes the tricky part, comparing and contrasting the costs. As is the case with most anything you purchase today, there are features that are included and extras. Since you will likely need to customize your site to fit your needs, you’ll have to look closely at the cost and how much more such customization will cost. You’ll also want to see if you need to pay extra for tech support of any other services. Some site builders are also part of web hosting services. Others include hosting, while some are strictly site builders. Find out ahead of time whether your chosen ecommerce site builder includes a hosting service and if you are required to use it. Again, see if you are saving money or will be spending more if you need to get an outside web hosting service.

Somewhere in between the rock-bottom prices and the super-duper deluxe package with a myriad of features, you will probably find the site builder that is right for you.

Leading Factors When Building Your Site
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For an internet business, your website is your storefront, your office, your command center. Therefore, you want to consider all the possibilities, including:

         1.  Preview option. This lets you see what your site will look like after you make changes and before you publish it.

         2.  Ease of mobile use. Millions of people are using their mobile devices to access the web. Make sure your site is designed to work on mobile platforms and also looks great!

         3.  A dashboard. Like the dashboard in your car, this lets you monitor your site operations from one location.

         4.  Drop-and-drag editing. This is the latest and easiest way to move items around on your site. It allows for quick construction and easy updating.
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Smart Tip

To have a professional looking site, you need to maintain control. Avoid any site building platform that puts someone else in control of your website. Also, try to avoid ads which will make your site look cheesy. If you want to sell advertising, that’s your choice, but don’t use a platform that will stick ads on your web pages.







         5.  Emails. You should be able to set up multiple emails.

         6.  SEO. Search engine optimization is crucial to being found through web searches. Some web builders include features to make SEO easier.

         7.  Easy social media accessibility. Make sure you can add links to Facebook, Twitter, Pinterest, and all the social media sites you want.

         8.  Easy payment options. You want your customers to be able to easily use credit cards or PayPal to purchase goods or services on your site.

         9.  Photo galleries. Your site should include photos and videos which should be easy to upload and download.

       10.  Videos. Like photos, videos are very popular. Your site should be able to easily accommodate videos.

       11.  Access to forms. If you are providing forms for visitors to download and/or fill out, that too has to be a simple process.

       12.  Groups, forums, and interactive experiences. The web is interactive and your site should allow for visitors to comment, share in discussions, or even start, and participate in, groups.

       13.  Support other programs. Integration with Flash, Photoshop, Adobe, and a wealth of other popular platforms is essential today. Make sure this is part of your site building process.






Puttin’ on the Glitz

The web is a graphical medium, which means words matter, but images are just as important in attracting and holding viewers. In fact, images and videos increase your page views and your search engine ranking.












Image Boosters

While most site building platforms include image uploading and some offer more, there is also specialty software that will let you do a lot of image enhancement. A top choice is Adobe Photoshop (adobe.com/products/photoshop/family/), which offers several marvelous products that give you “everything you need to bring out the best in your digital images, transform them into anything you can imagine, and showcase them in extraordinary ways,” as they put it!

You might also consider Corel’s PhotoImpact (photimpact.com), formerly from ULead. It’s easy to use, versatile, powerful, and will allow for creative reshaping of images to suit your website.

You can create quality web pages without owning image-editing software, but you can do so much more with the right tools. For most of us, less than $500 will buy all we need.







       14.  Membership capabilities. Is yours a membership site? Make sure your site builder can help you meet your membership needs

       15.  Music. Music and sound are a huge part of many sites. Consider your audio needs when selecting a web builder.

These are just some of the many possibilities that you will consider when building your site. We can’t stress it enough: Make a list of all the things you want your site to be able to do and then seek them out in the site builder you choose. Also seek out some features that you may not use now, but expect to use in the future. Factor growth into your plans.

Photo Options
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If you are not very happy with your own photography for your site, you have some options:

       •   You can hire a photographer. This can mean spending the big bucks on a pro, especially someone who has product photo experience. This is a great idea, but may be costly.

       •   You can also look for young talent hoping to make a name for themselves. Many young graphic artists are happy just to get their work in the public view and gladly let others download their images. Others may help you get the images you need in exchange for college credits as interns. You can start enhancing a web page’s graphics with a visit to FreeGraphics (freegraphics.com), where you’ll find hundreds of buttons, bars, photos, clipart, and things that spin, wiggle, crawl, and fly (animated graphics). There is even free graphic viewing and editing software and a list of websites where you can create your own buttons, logos, and 3D art—all without downloading or purchasing software. Most, but not all, of the graphics can be used free for commercial as well as personal websites. However, there are a number of different sources, so you’ll want to be sure and check the guidelines for each.

       •   There is always stock photography. How about this great source? You can get very high-quality imagery at iStockPhoto (istockphoto.com). You’ll find royalty-free stock photography, vector illustrations, Flash files, and videos for usually no higher than $20. It’s a small price to pay for enhancements that will make your site much more polished. Among the many other stock photo image locations online are: FreeRange Stock at freerangestock.com, The Open Photo Project at openphoto.net, and Stockvault at stockvault.net.

                  Typically you become a member and pay a low fee for the photos you need. And yes, some are free!

                  You can spend many days downloading images, because the web is swamped with terrific free art. But be careful not to overdo it with graphics and/or images, or you can slow down your site, causing people to get impatient waiting for the pages to download. You want a clean, uncluttered site that not only loads easily but looks professional. So use images that are not too large for downloading easily.

                  You also want to size the photo accordingly so that it is clear. Typically sizing the photos to be at least 300 dpi will give you the best resolution for print media. For the web, 72 dpi was thought to be the standard, but today, programs can adjust and there is no real standard dpi. You can manipulate the size to make sure the photos look sharp but do not take too long to load. It’s important to work with the photos to make sure they are clear and properly cropped to fit the intended space. Online photos are typically in jpeg or gif formats.
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Smart Tip

Don’t go crazy with colors—this is one of the biggest goofs of new web page designers. Stick with maybe two colors for fonts (words) and use a simple, basic color for the page background (white, off-white, and pale yellow are good choices). Always test your page on a laptop and on mobile devices since what you see on your monitor will differ on other people’s screens. If it doesn’t look good on a small screen, it’s bad page design.







       •   Another caveat. Before uploading any images you didn’t create yourself to your website, carefully read the fine print on the artist’s page. Some prohibit use on commercial sites. If in doubt, ask for permission. That is a sure cure against future complications. Always assume an image is copyrighted, unless there is an explicit statement that says it can be used for free. You need to ask the owner of the photo to please sign an agreement that it is okay for you to use it for your site and for how long; never take chances. If he or she is looking for payment, determine if the amount is worthwhile for you to pay. Then make sure you have a signed agreement that you have paid for use of the image. Logos are typically protected by a trademark or copyright. Again, you need permission to use a company’s logo on your site.

       •   Something to keep in mind. Simple is best with a web page. Better an unglamorous page that loads rapidly than a state-of-the-art page that causes your visitors to go elsewhere. When a mania seizes you and you want to design pages with fancy looks and the newest bells and whistles, put that stuff on a personal page, not your business site. All those toys are fun to play with—but web visitors hate them.

       •   A reliable rule of thumb. The more times you say “wow” as you design your web page, the worse it is. You want to create a page where the wow factor is minimal in terms of design but high in terms of functionality.

Testing, Testing
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Gremlins often play tricks with web pages, and that’s why no professional webmaster announces a new page to the public before testing it. Surf the web enough, and sooner or later you’ll stumble into a test site mounted by a brand-name business that has put it online in a “beta” version so that insiders can find the bugs before the public does. Do the same thorough testing before publicizing your page.

A crucial test: Make sure pages work equally well in Microsoft Internet Explorer, Mozilla’s Firefox, and all other popular browsers for PC and Mac. Ignore this advice at your own peril. If you’re a Windows user and you don’t have access to a Mac, or vice versa, find a friend who has one to test for you.

If, while testing your own site, you find bugs, don’t fret. Few pages get put up without at least some kinks, and a good place to start is to pinpoint things that show up on your screen offline but don’t work online. One standard problem is that an image (or two or three) isn’t displaying, caused by a botched hyperlink. Strip down any web page to its essentials, and you’ll find a little text interspersed with many hyperlinks, which are web directions to images and other files stored elsewhere. Put in the wrong hyperlink and the online page will show up as a jumble. Review all of your links carefully and retrace your steps. The slightest error when putting something onto the page will throw everything off.
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Smart Tip

When updating pages, always go through your testing procedure as soon as you put up the changes. It’s tempting to neglect this, but don’t. Too often I’ve put up updated pages that, somehow, turned out to be bug-ridden. And never do page changes during your peak traffic periods! That’s inviting calamity. Make your changes at the quietest times when your pages are getting the fewest hits.







Keep It Fresh
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A sure way to go wrong with a website is to put it up and leave it there. To keep viewers coming back, a page needs regular updating. “If your page is aging, static, it says, ‘I don’t get it,’ ” says Boston College’s Cronin.

How often does a site need updating? For an e-business, you need to update at least several times a week with new products, comments, and questions for your visitors and customers and much more. If you are running a content-driven site, such as a news or entertainment site, you will need to update several times a day. “Updating takes time, but the investment is warranted,” says White at Southern Methodist.

Hosted Ecommerce Solutions
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Pssst. Want to know a shortcut that eliminates much of your need to know how to build a website and still puts you in an ecommerce business? Then you want to know about Yahoo! Merchant Solutions, a service that allows you to easily create an online store (smallbusiness.yahoo.com/ecommerce).

As opposed to doing it yourself, Yahoo! Merchant Solutions allows small businesses to get major league ecommerce capabilities in an easy-to-use and affordable solution.

Here’s the promise of the service: Within a short period of time, you will have an online store that looks good—and all you have to do is follow a form-driven set of instructions. Think of it as akin to cooking with a recipe. If you follow the instructions that Yahoo! provides, the result will be a credible, attractive site. A plus is that Yahoo! helps customers obtain a merchant account so they can accept credit card payments online.

Keep in mind that while Yahoo! does everything it can to make it easy to create an online store, it still takes a few hours, or if a customer needs to set up a merchant account for online credit card payments, several days.
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Dollar Stretcher

A Yahoo! location in particular may be real gold because of how it promotes its stores. Search for “Turkish coffee” on Yahoo!, for instance, and it’s a fast hop into a couple of small etailers selling that brew as well as pots, cups, and so forth. Just as a suburban mall brings its merchants traffic, Yahoo! attracts shoppers to its stores.







Basically, when you purchase a Yahoo! Merchant Solutions package, you get web hosting and a full suite of ecommerce software to build a product catalog, create a custom checkout process, manage orders, and track your performance. Another important plus—you get featured on Yahoo!

Other etailers turn to eBay (ebay.com) for their online storefront services—especially those etailers who are already experimenting with eBay. If you visit pages. ebay.com/storefronts/start.html, you’ll find eBay Stores that allow you to sell your fixed-price and auction items from a unique destination on eBay. You can build your own eBay Store through an easy series of steps: Create customized categories, include your own logo or choose one of eBay’s online images, and list item descriptions and policies.

Your eBay Store is promoted to more than 250 million eBay users in several ways:

       •   All your listings will contain an eBay Store “red door” icon inviting buyers to visit your eBay Store.

       •   The eBay Store icon is attached to your user for extra visibility.

       •   Buyers will be driven to your store through the eBay Store Directory, which is designed to promote all stores.

       •   You will receive your own personalized eBay Store website address to distribute and promote.

For more information on eBay Stores, visit pages.ebay.com/storefronts/start.html.

Another storefront option is Amazon, featuring Amazon’s WebStore at webstore. amazon.com. You will get your own branded web business backed by the support, selection, and expertise of Amazon. It’s so easy to set up, you can start selling online in minutes. WebStore comes with a number of great marketing features like product recommendations, customer reviews, and recently viewed items for your own store.

Because your WebStore is associated with Amazon, existing Amazon customers can use their Amazon customer account to buy products from your WebStore. If customers don’t have Amazon accounts, they can simply create one as they place an order on your site. Your customers get the safety and protection of the Amazon shopping cart and you get the fraud protection of Amazon’s checkout system.

There are other options as well: Small merchants can use hosted ecommerce solutions from companies such as Volusion (volusion.com), Affinity Internet (affinity.com), 1 & 1 Internet Inc. (1and1.com), Big Commerce (bigcommerce.com), or Shopify (shopify.com). In general, like the Yahoo! and eBay solutions, these sites provide everything you need to do business online, but without taking a bite out of your profits. They offer a combination of shopping cart technology, merchandising, payment, shipping, marketing smarts, and, of course, hosting.

The advantages of using hosted ecommerce applications are:

       •   Easy setup with simple templates to choose from

       •   Cost effective

       •   Typically wizard driven, which means you don’t need to know anything about computer language or codes.

       •   You can automatically receive application upgrades as they are developed by the provider, essentially receiving the latest tools for your site.

       •   Payment services (for customers) are typically provided, but there is a fee.

The disadvantages include:

       •   Less creativity. You are limited by the available tools and templates of the provider and have less freedom to design and customize the site as you might like (many, however, do have customization).

       •   Sites may take a percentage of your sales, which is not unlike a car rental company charging you for the miles driven (most of which no longer do that).

       •   The host might run advertisements on your site.

       •   Hosted ecommerce sites typically have limited search engine optimization or marketing tools.

       •   You may have a hard time using outside applications or software programs that are not offered by the provider, and the tools and updates the provider gives you may not benefit your site.

Free Online Store
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Another option for etailers is osCommerce (oscommerce.com), a free, open-source online ecommerce solution used by more than 260,000 store owners, developers, and service providers. It allows store owners to set up, run, and maintain their online stores with minimum effort and with no costs, license fees, or limitations involved.

The services provided on the network of osCommerce support sites are continually improved to match the growing community the project has attracted in its seven years of operation. Today, this community consists of more than 12,800 registered online stores around the world, and numerous community members and project enthusiasts who help make the project succeed.

For more on web hosting, see Chapter 10, and for more on payment options, see Chapter 27.

Web Developers
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When the job is too big or too time consuming, you can hire a professional web developer. But, it will cost you. Depending on the developer’s experience, your specific site design needs, and your budget, you can bring in a pro for anywhere from a few hundred dollars to many thousands of dollars. If you are not particularly web savvy or get easily frustrated, you may be best served by having someone handle this important part of your business for you.

In fact, if you are financially able to do so, and are launching a somewhat complex business, you should definitely start looking for a web developer, also referred to as web designer or webmaster. The point is, you want someone with experience that can get your site built to your liking and get it up and running for your business.

You’ll find many web developers by doing a Google search, but you should also ask around to find names of designers and developers that other people have used and liked. Personal recommendations are always advised so you can get a feel for what the person was like to work with. Even if you call someone that you find online, you should ask for some references.

You should also always ask to look at a portfolio, and visit the sites that were created by the web developer, particularly for ecommerce sites. Ask if you can speak to at least one or two of these site owners as a reference.

Here are a few things to look for in a web designer:

       •   Experience. You want someone with knowledge in various web design techniques and the ability to build a site using the latest utilities.

       •   Custom design and creativity. Some web builders can design a site the way the client wants it, while others use a cookie-cutter approach. Look at their portfolios and see if the sites all have the same pattern or look like they are all from the same template. You should be able to get a web design that fits your specific needs and sense of design. Look for someone who can share YOUR vision (since it’s your website) or has the creativity to come up with something that you like. Don’t settle: This is your business.

       •   Availability. Does he or she have time to build your site? How long will it take? Can the developer commit to a date in writing? Too many business owners have hired site developers only to wait and wait for the job to get done. Find out how long it will take and check with references to see if they finished previous jobs in a timely manner.

       •   Customer service. Not only do you want someone who is available to design and build the site, but you also want someone who is available to answer questions, make changes, and help if you have a problem. You are the customer and you should expect good, prompt service. That being said, don’t expect a small site design business, or a one-person business, to be available 24/7, BUT, you should get responses quickly.

       •   Mobility. Is the developer on top of the latest in mobile technology and can he or she make sure your site will look good and work well on these mobile devices? Things are changing rapidly and more people are accessing the web from their iPhones or other devices. Make sure they can access your site without any problems.

       •   Graphics and content. Not all web developers provide graphics or content, and in many cases that’s not a bad thing. Many site designers are marvelous at creating a site, but they need your input, your photos, and your words to input onto the site. In some cases the site developer may know a writer or photographer that can be of help. Don’t anticipate that the web developer will be the driving force behind the creation of the content or graphics; it’s not typically what they do (or do well) and should come from you or someone with strong graphics or writing skills, but he or she should be able to make both content and graphics look great on the site.






Techies Aren’t Necessarily Good Writers

Some site developers are very creative, and many excel at the technical aspect but are not writers. Content is important, so look for web writers and don’t leave an important aspect of your site to someone who specializes in another area, like technology.







       •   Ecommerce. If you are selling on your site, make sure that credit cards, PayPal, a shopping cart, and whatever else you need, including landing pages, are all within the realm of your developer’s abilities. These are crucial elements and ones that must work seamlessly. Some developers handle all of this while others do not: Ask beforehand.

       •   SEO. Some developers offer it and others do not. It may cost more, but if they are knowledgeable and can optimize your site to come up higher in search engine rankings, that’s a big plus.

       •   Updating. Does the web designer help you make changes to the site or simply leave you with the password to get in there and make your own changes? Some people have the technical know how to go in and revamp the site on their own. In other cases it’s a matter of what the change entails. You may be able to add a new blog for example, but if you need a major redesign, you’ll have to contact the designer. In other cases, you’ll want someone who can handle all of your changes and updates for you. Inquire, because updating your website is crucial to your success. Hint: Try to learn how to do the simple updates since you will most likely be making them on a daily basis to stay competitive in the ecommerce market.

       •   All the extras. Can they help you register a domain name? Find a good hosting service? Help with marketing? Many web designers offer additional services. Ask and you shall find out what they can do for you.

       •   Price. Considering all of the above, shop around and compare prices.
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Smart Tip

Provide examples. Visit websites, keep track of the links, and use them to show your web developer the style of sites you like. Let the designer get a feel for what your site should look like. Also take specific notes, or even draw pages, to clarify your ideas. The more you can explain to the web developer, the closer the site will be to what you really want. Of course, if certain things are not practical or your developer thinks they may detract from your site, listen to what he or she is saying. Sometimes, you’ll benefit from the experience of a good web developer.







Your website is crucial, so be discerning when choosing a web developer. See if they have a good reputation, a quality portfolio, and references that have good things to say about their work. It’s very important to see if they listen carefully to what you want. Communication is extremely important. This is your site, so make sure it meets your needs and not those of the site designer. Be smart and shop around.

In the end, your website is your “business” home, and it’s not unlike finding your own home. You can rent, which is like having an ecommerce hosted site. You spend less and have a lot provided for you but you don’t get very much freedom to do as you wish.

Buying a home is costlier, but gives you more options, as does building your own site through a site builder.

You can also have a home custom built from the ground up. This is very expensive but it can be built to your specifications.


6

Making Your Site Special

Now that your site is up, how do you make it special and filled with content that attracts visitors and keeps them coming back? For one thing, we know it is important to keep it simple.

Case in point: The website for a luxury hotel chain based in India features a soundtrack of classical music, which is just annoying. Other sites open with lavish introductions.

Most people click to shut them off or leave the site entirely if they encounter such over-the-top graphics.

It is simply bandwidth-hogging craziness. Resist the temptation to put something on your site just because you can. Never put up content that slows access to a page, especially if it doesn’t improve your users’ experience on your site.

What works? Content that gives users reasons to linger and absorb more of what you’re offering. You’ll find there are many, many ways to introduce this content, and you are going to have to exercise discretion here. Pick a few tools, try them out, monitor user responses, and then delete the ones that don’t prove to be valuable. Be ruthless here, and never forget that simple is better.

That understood, here are many tasty tools for you to consider using to beef up your site.

Video
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Companies of all sizes are taking advantage of the YouTube phenomenon and so should you. Although there are other video-sharing sites where you can upload and share videos (like Vimeo and Flickr), YouTube is the place to be if you want to go viral and reach a potential audience of millions.

You could put your videos on your own website, but YouTube can save you valuable storage space on your own web server while delivering all those viewers. Plus, you don’t have to worry about all the bandwidth that’s being used when visitors watch your videos. Also, if you’re lucky enough to have a video go viral, you don’t risk having your servers overload and shut down—YouTube’s servers will handle the load. If you want, you can still display the video on your own site by embedding a short snippet of code provided by YouTube. This is also free of charge. YouTube then serves the video from its site to appear on your web page. It’s a good compromise.

If you already have a business-related video, you’re about five minutes away from sharing it with the world. Uploading is free and easy—just follow the simple YouTube instructions.

The key to a successful video is to be entertaining, enlightening, informative, or all of the above. People won’t watch a boring video, not when there are so many YouTube videos to choose from. Therefore, you need a unique, creative manner of making your point.

For example, Blendtec, a blender manufacturer, ran a hugely popular viral YouTube campaign called “Will It Blend?” In the campaign they tossed all sorts of items into their blenders to see what results they would have. From a Big Mac to credit cards, ice, golf balls, and cell phones, they tested out whether or not these items would blend to the delight of millions of viewers and a significant increase in brand popularity and sales. In short, the blender videos were far more interesting than listening to the CEO or a spokesperson rattle off statistics. Take a look on YouTube at which videos get millions of hits. You want to go “viral,” which means thinking out of the box and giving your audience the “wow” factor.

While you do not want to entertain for the sake of it, you do want to present the benefits of your products or services in a visually entertaining manner.

Polls and Surveys
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Polls and surveys let visitors register their opinion on an issue. These are at the heart of the net because this is interactivity in its most basic form. You can use surveys to improve any aspect of your business, or you can survey people on topics that relate to your site. Perhaps you are selling flooring. You might ask which type of flooring people would choose for their kitchens. If you are selling sporting goods, you could take a survey of people’s favorite brand of golf clubs or tennis racquets. You could simply ask something about a sports topic in general. The point is, get your visitors to be active on your site.

Thinking about launching a new product? Conduct a survey to find out if anyone is interested, what benefits they’d like to see, and how it could beat the competition. For existing products, survey your customers to learn how your products rank with similar ones and what they think could be improved.

A particularly effective (and popular) survey uncovers interesting new ways to use products—you can’t ask for a better marketing tool than that!

Writing a survey from scratch is a tricky bit of coding, but free polling templates are readily available for insertion into your site. All you have to do is fill in the blanks in a template and copy and paste a bit of code into your site, and you’re in business. Sources of such templates are plentiful, but good ones are available from SurveyMonkey.com or FreePolls.com.

Blogs
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At its most basic, a blog is a frequently updated, timed, and dated online journal. That may not sound like much to get excited about, but blogs have gone beyond a fad to become a full-fledged internet phenomenon. The elements of interactivity, community, and collaboration are key as growing businesses adopt blogs for customer relations, advertising, promotion, and even internal communications.

There has been an explosion of blog marketing since 2006. Companies ranging from IBM to Stonyfield Farms are using blogs as effective marketing tools. They’ve realized this simple method of getting their message out can increase exposure, generate buzz, and even elevate their website’s position on search engines. Most web hosts today provide blogging tools, but you can also pick one up for free from WordPress (wordpress.org). And, if you are not a good writer, or have no time to turn out a weekly or biweekly blog, hire a freelancer with blogging experience (not your nephew who just got an “A” in seventh grade English) and pay the going rate. It can be well worth it! Remember, this is your business and you want to make it look good.

RSS Feeds
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Originally built to distribute syndicated news, RSS instant notification promises a host of other uses—including innovative marketing for your business.

The fast-spreading internet standard lets you instantly publish or receive bits of text and graphics. While it’s currently used to show the latest news and blog updates, there’s no limit to what it could be used for. RSS—originally created by Netscape as a simple way to swap news headlines between consenting languages, and later picked up and improved on by UserLand—stands for “Really Simple Syndication.” (RSS, in earlier versions, also stood for “Rich Site Summary” or “RDF Site Summary.”) RSS is based on XML, which XML.com defines as “a markup language for documents containing structured information,” which really just means a language that allows you to easily mark up, sort, and display data.

To see RSS in action, either download and install an RSS reader (also known as an RSS aggregator) from the web or use a web-based service. Open the reader, and you’ll see a few sample RSS “feeds” with the latest headlines for each. Depending on the reader, the headlines may appear in your browser, in a separate application that looks much like an email application, or within another application such as Microsoft Outlook. Simply click on a headline to bring up its associated web page.
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Smart Tip

Use web tools sparingly. Best advice: Introduce one, and only one. Monitor the hits. If it proves popular, leave it up and add a second. If users ignore it, put up another but take down the unloved tool. Always keep it simple, and you’ll invariably do better.







While this will appeal to the news junkie in you, RSS marketing skill may prove more powerful for your firm. In the simplest example, you could spiff up your website by adding RSS feeds from news services or blogs that will intrigue site visitors. More strikingly, in the future, RSS may handle marketing tasks where email now falls flat. For example, as with email, visitors can sign up for marketing alerts (for instance, useful product news plus discount coupons). Unlike email, visitors can rest assured that they can’t be spammed. If you don’t like what you’re getting via RSS, just pull the plug.

Where do you get RSS feeds for your website? There are several good sources of free RSS feeds, such as rssfeedlist.com. You can always Google “RSS Feeds” and start browsing. Look for the RSS feeds that will match your site. One caveat is that when you feature RSS feeds from other sites and they don’t include the full text of the news or blog item, readers may click out to that site to view the full item. If you worry about people leaving your site and not returning, outside RSS feeds may not be for you.

An RSS feed can be especially effective as a marketing tool if you create your own messages rather than republish someone else’s content. Creating RSS feeds from scratch is not really that difficult and you don’t need a degree in XML programming. There are many tools available for do-it-yourselfers, including free internet tools and low-cost software with wizards that walk you through the process. Most blog programs also have RSS feed creation functions. RSS Feed Generator Program from Software Garden at www.softwaregarden.com/products/listgarden is an example of such a program.

Podcasting
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A podcast is an effective method of publishing recorded audio and video presentations through the internet in a way that will automatically tell your listeners when your new material is available. With a podcast, you can have your own radio show heard around the globe. Your listeners can tune in at their convenience on their own iPhones.

You don’t have to know anything about RSS or learn any programming code to create your own podcast. There are many free and low-cost websites and software that will help you easily create your podcast, host your files, and distribute them. If you can click a mouse, you can create a podcast.

CGI Scripts
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These are easy-to-use scripts (prewritten code) that you simply pop into your page to create a guest book, display images in different ways, add tests and quizzes, or gain the ability to track visitors. CGI (or “Common Gateway Interface,” a programming tool that lets many small applications run within a web environment) is one of the web’s oldest resources. Newer, slicker ways to do much of what can be accomplished via CGI are plentiful, but the real plus is their price tag and simplicity: Scripts put together by enthusiasts are free and available for anyone to use. Always test any CGI script thoroughly before going public with a page, however. Because they’re free and created by hobbyists, they may contain errors or not be up to snuff for the latest browsers.

Thousands of free CGI scripts exist, and one of the best resources for finding the scripts you need is The CGI Resource Index (cgi.resourceindex.com). If you can’t find the script you want here, it probably doesn’t exist.

JavaScripts
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Feeling patriotic? Add a flag waving in the breeze. Want your customers to know what time it is? Add a clock that ticks away in real time.

You can add just about anything—calculators, interactive games, security passwords, email forms, ticker tapes, and special effects with a JavaScript. It’s an easy-to-use programming language that can be embedded in your web page’s code. You don’t have to be a programmer to come up with one. There are thousands of free JavaScripts on the net. Just browse through the categories on JavaFile.com (javafile.com) to find what you want. Adding the code to your page is very simple; unless you want to change any background colors, text colors or images, it’s a basic cut-and-paste job. Visit JavaFile.com’s “Help” section (javafile.com/help.php) for basic instructions.

Forums
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These are a great way to get feedback and encourage interactivity with your visitors. CreateMyBB (createmybb.com) is a free forum hosting service that’s easy to set up and administer; simply fill out a short series of forms. You can even customize the appearance and features of your message board to match the style of your website.
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Smart Tip

If you decide to offer original content in your site’s email newsletter, be sure to archive that content on your website—otherwise, you’re just letting that information go to waste. Giving visitors a taste of what your newsletter offers may also entice newcomers to sign up as well. For more information on email newsletters, turn to Chapter 22.







At least in the beginning—and possibly long after that—you’ll have to nurture discussions on your forums. After all, someone has to post first, and someone has to police the forums and monitor inappropriate discussions or heated arguments. If your forums get really popular, you may be able to hire a local college student to manage them or give your most trusted users administrative status so they can do the policing for you.

Daily Content
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Many websites offer a “tip of the day,” “quote of the day,” “joke of the day,” or any other daily tidbit that can get your visitors into the habit of dropping by your site on a daily basis. Often visitors will check in early in the day to glean the daily message. Or they subscribe to a daily newsletter full of tips, and advertising. Some companies, such as Daily Candy (dailycandy.com), were originally founded just on the premise of providing free daily tips via an email newsletter. JokeOfTheDay.com started off quite simply and expanded to include photos and more. You can hook people with daily content and then build as you go.

Popular types of daily content include philosophical tips, household hints, obscure word definitions, recipes, religious verses, or poignant quotes or puzzles. To start, you don’t have to come up with 365 of them; instead, work on a few months’ worth of tips. Just be sure you’re committed to your project. You don’t want to get customers addicted to your daily dose of wisdom or fun, only to leave them high and dry when you run out of ideas. (For more on ways to make your site sticky, see Chapter 22.)
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Smart Tip

Have you ever visited a website, intending to grab a quick bit of information only to look up and realize two hours have passed? You’ve landed on a “sticky” website. A sticky website is one that has somehow managed to grab and hold your attention so you “stick around” a while. Top websites invest a lot of money and effort to get sticky. Why? Because the longer surfers stick around, the more likely they’ll become a paying customer.








7

The Ten Most Deadly Mistakes in Web Design

This chapter could probably be called the 100 most deadly mistakes in site design—there are so many goofs site builders make—but let’s narrow the focus down to the most disastrous ten. Avoid these gaffes, and your site will be far better than much of the competition.

         1.  Disabling the back button. Evil site authors long ago figured out how to break a browser’s back button so that when a user pushes it, one of several undesired things happen: There’s an immediate redirect to an unwanted location, the browser stays put because the “back” button has been deactivated, or a new window pops up and overtakes the screen. Our advice: Never do it. All that’s accomplished is that viewers get annoyed and do not return to your site.

         2.  Opening new windows. Once upon a time, using multiple new frames to display content as a user clicked through a site was cool—a new thing in web design. Now it only annoys viewers because it ties up system resources, slows computer response, and generally complicates a surfer’s experience. Sure, it’s easy to use this tool. But don’t. With tabbed browsing common in browsers like Firefox users who wish to open links in new tabs can do so if they wish.

         3.  Failing to put a phone number and address in several easy-to-find locations. If you’re selling, you need to offer viewers multiple ways to contact you. The smartest route is to put up a “Contact Us” link that leads to complete info—mailing address, phone, fax number, and email address. That link should be on each and every page of the website. Even if nobody ever calls, the very presence of this information adds real-world legitimacy and transparency to your site and comforts some viewers.

         4.  Broken links. Bad links—hyperlinks that do nothing when clicked or lead to “404” error pages—are the bane of any surfer. Test your site—and do it weekly—to ensure that all links work as promised. Include a “Contact the Webmaster” link in your site’s footer (the area at the bottom of each page of your site) so users can quickly let you know if they find a broken link or other mistake on your site—and fix those errors immediately.

         5.  Slow server times. Slow times are inexcusable with professional sites. It’s an invitation to the visitor to click away. What’s slow? A recent study by Akamai Technologies, commissioned through Jupiter Research, showed that online shoppers, on average, will wait only four seconds for a site to load before clicking away. If your site is loading significantly slower than this, put it on a diet—images may be too large or special add-ons, like a Flash introduction, may be slowing things down.
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Dollar Stretcher

Check your site for broken links, automatically and free, with a stop at Keynote NetMechanic (netmechanic.com). Type in your URL, and—whoosh!—you will get a report on broken links and page load time, and even a freebie spell check. It can also give a free report on browser compatibility on the spot.







         6.  Outdated information. Again, there’s no excuse, but it’s amazing how many sites include old, dated content. Make sure to keep your site fresh and updated daily for best results. You cannot afford the loss of credibility that can come from having dated content. Also, make sure your content is accurate, and if you should find a single error, fix it immediately.

         7.  Poor navigation. The internet promises speed. If surfers can’t figure out where to go next quickly and get there easily, they’ll simply surf on to the next website—your competitor’s! It’s very frustrating to be forced to go back two or three pages to get to other areas of a site. It’s also a waste of time. There should be a navigation bar on every page that guides visitors to other areas of the site. Position the bar along the top of the page or along the left side so that it will always be visible regardless of screen resolution. Add an easy-to-find site map in your main navigation bar and/or footer to provide visitors with an at-a-glance view of every page on your site.

         8.  Too many font styles and colors. Pages ought to present a unified, consistent look, but novice site builders—entranced by having hundreds of fonts at their fingertips, plus dozens of colors—frequently turn their pages into a garish mishmash. Use two or three fonts and colors per page, maximum. The idea is to reassure viewers of your solidity and stability, not to convince them you are wildly artistic.

                    And be wary of font size for older viewers and those with weak eyesight. A 12-point font is good if you’re targeting that audience; a 10-point font is good for a general audience. Remember to make sure your font and colors look good on all possible devices from desktops to tablets to iPhones, etc.

         9.  Orphan pages. Memorize this: Every page in your site needs a readily seen link back to the home page. Why? Sometimes users will forward a URL to friends, who may visit and may want more information. But if the page they get is a dead end, forget it. Always put a link to “Home” on every page and make your site logo (usually found near the top left side of the screen) link back to your home page—that will quickly solve this problem.

       10.  Failing to link with your social network sites. Most businesses have their own Facebook pages, others use Pinterest with boards full of photos, while some broadcast their latest activities on Twitter. The point is that social media is here to stay and businesses are benefitting from having a presence in it. Forgetting to link to your social media platforms is a big no-no. People should be able to go from one to the other effortlessly. Using the social media to market your business and to drive customers to your website will only work if you make it easy for the web users to move from one to the other. If done right, you can drive a lot more traffic to your site; consider that along with Google, Facebook is one of the two most used sites in the world.
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Smart Tip

OK, there are exceptions to the “no orphans” rule. If you want a special page set aside only for invited viewers, send out the URL, but offer no links to the page from any of your other pages. When might you use it? For instance, if you’re offering big discounts to a special group of customers, that price list might be put on an orphan page.
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Echat with Headsets.com’s Mike Faith

Headsets.com

[image: ]

Mike Faith, CEO and President Location: San Francisco Year Started: 1998

Time out. So far, you’ve absorbed the theory of building a website, but to really understand what is going on, you need to hear from the experts, the entrepreneurs who have done it successfully. Throughout this book, you will find two types of interviews, some with top executives at the internet’s most distinguished sites and others who are running their own smaller businesses and are still successful in their own right. Why both types? The top execs offer their perspective on how successful online businesses are run, but it’s the lesser-known yet still successful entrepreneurs who give us insight into the nitty-gritty of the process. Remember, small businesses are at the heart of American business.

Meet Mike Faith of Headsets.com, a leading provider of headsets that has been consistently successful online for more than 16 years.

Entrepreneur: Tell me about your background. Why did you start Headsets.com? When was it founded?

Mike Faith: I immigrated to the United States from England, where the business climate is so stifling that it felt like “entrepreneur” was a dirty word. I wanted the freedom to do business in a way that supported my creativity, and the United States seemed like the perfect place. So in 1990, I jumped on a plane and never looked back. I started a few ventures that were moderately successful. They taught me some of the fundamentals of running a business and generated enough capital for me to start Headsets.com in 1998. Those early companies were call-center based, so we used a lot of telephone headsets. Finding good quality units at a reasonable cost and with decent supplier support turned out to be harder than it should have been—impossible, in fact—and that tripped my opportunity radar.

Entrepreneur: With how much money did you start Headsets.com? Did you get venture capital money? Was it self-funded?

Faith: Six weeks after realizing the opportunity, and with $40,000 of my own money, we were in business selling headsets. It was 1998, and we had a single product. The simplicity and cost of our offering was an instant hit, and we quickly grew revenues to the point that I was comfortable putting up the shutters on my other businesses to concentrate on the opportunity. Two years later, in 2000, our competitors were slashing prices and their margins. We were losing our differentiator. We looked at our business and the original opportunity and realized we had only served two of the three needs of the market. [We offered] a good product at a low cost, [but] we were missing that vital third part—service. So in 2000, as we incorporated from an LLC, we accepted a small round of funding, and that allowed us to fund a cultural shift in the organization to deliver what we think is world-class customer service.

Entrepreneur: Where did you open up shop? Why?

Faith: My wife and I were living in San Francisco when I started the business, so naturally that’s where we opened shop. The Bay Area is a wonderful region with a near endless pool of world-class talent and an attitude [about] business innovation that, for me at least, captures all the reasons I moved to the United States. Many times over the years people have questioned the premiums we pay running a call center in the middle of one of the most expensive cities in the country, but every time it comes up, we can’t help but see it as a strength. If you want the best, you have to pay for it. We want the very best!

Entrepreneur: What’s been the biggest challenge you’ve had in building your company?

Faith: The biggest challenge we’ve faced, I’m proud to admit, has been my own growth. I’m an entrepreneur—I make decisions like you’d expect me to—and I’ve had to learn to involve others, think longer term and more strategically, and deal with a lot more formality and “corporate stuff” than I’m used to. It took a while before I built a team that I could trust to share the load, to execute my vision and my passion.

Entrepreneur: How have you broadened your offerings or diversified your company since starting out? Why is this important for etailers to do?

Faith: I’m going to give you an answer that perhaps will go against conventional wisdom. The world’s greatest marketer, Al Ries, taught me about ruthless focus years ago—and it’s been an invaluable lesson. We sell headsets, and we sell only headsets. Because of this, we know more about selling headsets than anybody else, and we sell more headsets than anybody else. The more headsets we sell, the better we get at it. It’s a wonderful virtuous cycle. I believe that other etailers would do well to stay focused, do less, do it better, and reach deeper into a narrower market. Of course, we’ve been tempted to diversify—we have this fantastically efficient, high-service model for selling business-to-business productivity tools. Why shouldn’t we apply that to as many products that fit the mold as possible? Well, we dabbled in a few areas but found that even trying to pick up incremental sales in similar categories like audio headphones and teleconferencers complicated our business to the point that the whole became less than the sum of the parts—not more.






Secrets to Success

What is Headsets.com’s secret weapon against some of the bigger companies that sell headsets? For one, they’re experts; headsets are all they sell. In addition, they offer great prices, unbeatable guarantees, a solid reputation, free product trial, and it’s all backed up by knowledgeable, smart, professional reps offering what Faith calls the “world’s best customer service.” These are all weapons any small etailer or online business owner can use to compete against the big guys—and win.







Many people warn us of disruptive technologies and saturated markets, and we aren’t cavalier or arrogant enough to believe that these risks aren’t real—they are, but for us to tackle these risks through diversification means abandoning our core strengths, and that’s just not an acceptable trade.

Entrepreneur: Who is your competition? Are they big guys? If so, how do you find your niche against them?

Faith: You can get headsets from lots of places, but it’s almost always part of a diverse offering of products. A headset is still for the most part a consultative sale, despite their widespread adoption and the simplicity of the product relative to other things on the corporate desktop. So we make sure we remain true to our company tagline “America’s Headset Specialists,” and we serve the market’s needs better than generic telecom suppliers or office equipment suppliers who try to bolster volume by slashing margins and the all-important expert knowledge and service. For the longest time, we were the little guys, carving out a niche with the small companies and new headset users, while our big rivals squabbled over the large call-center market. But now we look around the competitive landscape and find the call-center market dwindling as it moves increasingly offshore and new headset adoption in the small-office sector driving all the growth in the industry, with us leading the charge and the historic big guns standing eerily silent.

It’s exhilarating.

Entrepreneur: Have you thought about going public? Why or why not?

Faith: I’ve often thought of taking Headsets.com public, but I usually talk myself out of it the same day. Then a month later, I’ll think of it again. The shift to a public company would change our business and our ability to compete on the terms that I know will win. Public companies maintain their stock price by focusing on growth. But like success and happiness, growth is a byproduct of doing something to the best of your ability. The pursuit of growth for growth itself will always come up short. As a private company, we are free to focus on delivering what the customer wants—the best product at the best price, and with the best service. The irony is, of course, that by not focusing on growth, we are enjoying it in abundance, around 50 percent annually.

Entrepreneur: How do you market your site? What works? What doesn’t?

Faith: We don’t market our site specifically. Our website, as proud of it as we are, is nothing more than a way for our customers to place an order as quickly and efficiently as possible. We do market our products, of course (which ultimately drives traffic to our web servers and our call center), and we do that through a pretty significant business-to-business direct-mail program using a catalog and solo product offerings. We also use pay-per-click online advertising and do phenomenally well in natural search rankings and have a lively affiliate program. Of course, it helps that our company name (Headsets.com) and 800 number (800-HEADSETS) say pretty much everything you need to know to find us and what we sell. But above all of our marketing efforts, we’ve found that we’ve reached a critical mass, with repeat and referral business now becoming our largest source.

Entrepreneur: How do you up your look-to-buy ratio?

Faith: We simply remove all the barriers to buying our products. I know that sounds trite, but it’s true. We offer great prices, unbeatable guarantees, a solid reputation, free trial of our products, all backed by knowledgeable, smart, professional reps offering the world’s best customer service. I challenge anyone who needs a headset to not buy from us—why would you go anywhere else? Hey—even I want to buy a headset from us, and I’m a skeptic!
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Smart Tip

You don’t have to spend a lot of money on a big, traditional mass media advertising campaign to be successful. Look at Headsets.com: It sends out targeted, business-to-business direct-mail catalogs and uses search engine marketing. It helps that the company also has a memorable name (Headsets.com) and 800 number (800-HEADSETS) that say pretty much everything you need to know about them.
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Cheap Tricks with BlueSuitMom.com’s Maria Bailey

BlueSuitMom.com

[image: ]

Maria Bailey, President and Co-founder Location: Pompano Beach, Florida Year Started: 2000

The ability to carve out niches on the web is amazing. Just ask Maria Bailey. A onetime marketing executive with AutoNation, she launched BlueSuitMom.com on Mother’s Day 2000 with the aim of meeting the needs of executive working moms. Her take on the net was that there were sites geared for working moms in general—but none aimed specifically at executives who also happen to be moms. So she decided to build one to offer networking opportunities, news geared for executive moms, and tips (how to manage time, for instance).

What started as a single website and a big dream has now grown into BSM Media (bsmmedia.com), a full-service marketing firm specializing in marketing to moms. Bailey has launched several other media properties as well since she began BlueSuitMom.com. She started Mom Talk Radio, which is the number one nationally syndicated radio show for moms, and hosts Mom TV, the largest online TV show for moms. Bailey is also the author of Marketing to Moms: Getting Your Share of the Trillion-Dollar Market (Prima Lifestyle), Trillion Dollar Moms: Marketing to a New Generation of Mothers (Dearborn), Mom 3.0: Marketing WITH Today’s Mothers by Leveraging New Media & Technology (Wyatt-MacKenzie), and Power Moms (Wyatt-MacKenzie).
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Smart Tip

Building a web business is a road filled with ups and downs for any entrepreneur, but a wonderful thing about it is that it provides a space of genuinely equal opportunity. Color, race, gender, creed—none of it matters because all cybercitizens are created equal. Better still, whatever you are, if there are others like you, that’s the basis for creating an internet community that just may become a profitable business.







Today, BSM Media and its media properties connect some of America’s most well-known brands such as Disney, HP, and Precious Moments with the mom market, and enjoys sales of more than $2 million.

Brilliant as the idea for BlueSuitMom was, the ramp-up of Bailey’s site wasn’t smooth. Read on for her candid—and helpful—comments on building a site.

Entrepreneur: How much funding did you start with? Where was it raised?

Maria Bailey: We started with a commitment for $1 million from a former boss—but, unfortunately, the money did not become a reality. So we truly began with $100,000 raised from personal savings and a few friends.

Entrepreneur: What were the first big obstacles you encountered in building a web business?

Bailey: Our biggest obstacle has been getting interested investors to actually write the check. That stems from a historical obstacle: Career women have done such a good job at proving to the wealthy/powerful men they work with that they have obtained work and family balance that it is difficult to help my potential investors understand the needs of our market. And on top of it, these men are most likely not married to a woman who is a vice president or CEO. So you say “mother,” and they envision their spouse, who is [usually] a stay-at-home mom.

There has been a bit of challenge in learning to manage the young technology pros you need to grow your site. There is little loyalty, and they convey an attitude that they have you by a leash and without them you wouldn’t be able to execute your business plan. They realize that their talents are in demand and are used to changing jobs often. Also, their confidence in technology has led many of them to believe that they also know how to run a business based on that technology. There is a short learning curve to adapt your management style to the new breed of employee you find in the web world.

Entrepreneur: How do you promote the business?

Bailey: We promote our business mainly by creating very strategic partnerships. For instance, we have a partnership with Stork Avenue, the largest retailer of birth announcements. They were willing to put our logo on five million catalogs in exchange for driving traffic to their site. We are relying too on the strong word-of-mouth network moms and businesswomen create and networking within women’s professional organizations, HR departments, and parenting organizations. We have also been featured in the media, including The Wall Street Journal and USA Today. Also, we are sponsoring events such as parenting conferences and distributing our content to other websites to build brand recognition, and we have been very lucky in creating great press.

Entrepreneur: What’s the business’s goal? What’s the end game?

Bailey: Our exit strategy is not to go public. Our goal is to create a prequalified niche market that may be attractive to content aggregators, such as iVillage, or a search engine. Because there is no one out there exclusively targeting our market, we feel we have a good shot at it. We monitor the women’s market regularly and watch the internet strategies of others so that we can identify possible acquirers.
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Smart Tip

Consider marketing to a large buying demographic, such as moms. According to PunchTab 2013, 84 percent of moms (in the USA) go online when looking for product/brand recommendations and 74 percent of moms have purchased products as a result of mentions they’ve read in a blog. Some 64 percent of moms read online reviews before making a purchase, and 65 percent of moms learn about a product of service through social media. That’s a lot of moms!







Entrepreneur: What unique advantages do you have vs. other websites?

Bailey: We felt the best advantage we could have was to be the first to market—and we were. We have used this as our strategy for every one of our media properties. With Mom Talk Radio, we were the first radio show for moms. Because BlueSuitMom.com was the first site aimed at executive working mothers, it allowed us to create all the great press we received. The other advantage we have is that anytime we are working with a woman to make deals or create partnerships, we almost always get what we need because the woman on the other side of the phone relates immediately to the elements of our site.

Entrepreneur: What’s been your biggest surprise in building this business, and your biggest disappointment?

Bailey: The biggest surprise has been how quickly the company has grown and morphed into other businesses with even greater opportunities. The response we have gotten from other internet companies and offline retailers, marketers, and associations has been overwhelming. We can’t keep up with the people who want to do business with us. Also, the international response we have received has been incredible. In addition to the growth of our marketing business, it’s always rewarding to receive emails from women all over thanking us for our vision to create something that is valuable to them. It is personally fulfilling to know that your business is touching so many lives.

The biggest challenge is managing our growth. We have so much growth opportunity now. One of the biggest challenges is not going after every single opportunity, but selecting the smart opportunities.
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The Nuts and Bolts of Web Hosts and Domains

With your website designed, you need a place to stow it so that visitors can access it, and the best way to do this is to hook up with a web hosting company.

There are many out there; you need to just research them online and do some comparison shopping.

Through a Google search or by going to a site like WebHostingFreeReviews.com or Web-hosting-review.toptenreviews.com, you’ll find plenty of possibilities, including Hostway, IPage, Fatcow, Web.com, HostMonster, HostGator, or Bluehost. There are also many small local hosting companies, and many small etailers swear by them. Why? Because they are usually available any time of the day if there is a snag and offer excellent customer service.

When picking a host, you first and foremost want to know if a host can handle ecommerce activities. Some of the most bare-bones companies simply are not equipped. Other criteria that are important to most users: setup and monthly fees (a typical range for basic web hosting is $3.99 to $29.95 monthly, but the price usually goes up when adding ecommerce functionality, with a setup fee equal to one month’s fee) and the capacity of the server to handle the amount of traffic you anticipate.

What to Look for in a Web Hosting Service

[image: ]

You need to put your website in good hands and feel comfortable knowing that people can access it 24/7 and that if there is a problem you can get help fixing it promptly. After all, this is your business, and you need to make sure it’s operating at full strength. Remember, a few minutes of downtime can cost you sales, so you need to know your business is open even if you’re sound asleep.

In short, choosing a reliable web hosting service has become a critical mission for most business owners. Here are some areas to consider.

Storage

You want to know how much data you can store. Typically, with a small business, you’ll find that several gigabytes will suffice. However, the more storage space you need, the more you will have to get some clear numbers, such as a maximum of 100 GB as touted by Yahoo!, or 150 GB listed by Go Daddy. Many companies will tout “unlimited,” which is fine until you reach a limit. For most small businesses, this will not become an issue unless you expect to grow rapidly. However, it never hurts to talk with a representative and review your needs and make sure the space you are allotted can handle what you need.

Bandwidth

Like storage, you want to make sure the bandwidth will handle the traffic to your site. Essentially, bandwidth is the amount of data that your host will let you and your visitors upload and download in a given month.

Here too, you will see the term unlimited. This will suffice for a typical small-business website. But, in case your business suddenly takes off or your video goes viral, you should get an idea of how much traffic the site can handle before it shuts down or before you get charged more money.

Support and Customer Service

You need tech support. I don’t care how reliable any host service claims to be, there will be glitches and you will want 24/7 support. While some hosting services may claim 100 percent uptime, it’s hard to assure such a claim.

You want to make sure that you can get questions answered promptly without long waits or leaving messages that are returned days later.

Backup

Most hosting services today provide backup on a regular basis, meaning that if the server goes down, your data is safe. Backup can make a world of difference when something like a hurricane or another such act of nature hits a region, as was the case in 2005 when Hurricane Katrina hit the Gulf Coast, or in 2012 with Superstorm Sandy pelting the Northeast. Businesses with backups in place had a much easier time of re-opening than those that did not have their data and their sites backed up. Look for a service that has off-site and/or cloud backup.

It is also important for you to back up all of your own data, including all business files, documents, addresses, and permits you have. Back up everything having to do with your business in the cloud and off-site. Hard copies of documents, such as contracts, stored in a safe place are also highly recommended. Sometimes a paper trail is very important, so take the time to make hard copies of your most important documents and data.

Add-On Domains

Many businesses own more than one domain name, such as Google, where you can type in Google.com, Google.net, or you can even misspell it as Gooogle.com and get to the same place. Can your host server accommodate variations on your main domain name with other similar domain names? It’s always a good idea to buy a few close names. That way, if someone types .net instead of .com, you’ll still get their business. It also keeps competitors from having a domain name that is too close for comfort.

The same holds true for adding other domains, should you do micro sites or launch new sites as your business grows and expands. It would be advantageous to use the same hosting service and not have to set up a whole new account for each new site you open. Can that be accomplished and how many domain names can you have on an account?

Email

You’ll find that most hosting services offer email accounts. See what they offer and how many email accounts you get in their various packages before having to pay extra. Also find out if you can get your emails from various locations. Are they in the cloud or downloaded to your computer?

Languages

There are a lot of languages used in programming today. For your purposes, you want to know what is offered to support various computer languages and the latest versions thereof. PHP is very popular and used on many platforms. Consider what else you may be using for graphics or blogs.

Blogging

Speaking of blogs, you will likely want to have a blog for your site(s). WordPress is the most popular blogging platform. Make sure your server can support this or any other blogging platform you wish to use.
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Beware!

Don’t get locked into an agreement that you cannot get out of. If you are unhappy you should be able to move your site to another server when your contract runs out or at some point along the way. A confident web hosting company will let you know how to get out should you need to.







Web Sharing

Keep in mind that most often you will be sharing a web server with many other businesses. Web sharing is very common and works for most small businesses. The upside is that the price is affordable. The downside is that the multitude of other sites can sometimes cause trouble. Servers can be overloaded because of activity on one site and it can cause problems for everyone; infrequent, but possible.

The alternative is to have a virtual private server (VPS)—also called a virtual dedicated server (VDS). A VPS is somewhat more complicated and will cost a little more, perhaps $40 to $60 a month, but you will have a higher quality web server and faster performance. Many host servers offer this as an option. For most small businesses a shared hosting server will be sufficient, but if you anticipate rapid growth, or are starting a fairly large business, this is something to inquire about. Again, you’ll need to review what is included, such as support, customer service, email accounts, and so on.

Take your time when host server shopping and read any contract very carefully.

Master of Your Domain
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Before setting up your site, you also need to stake out your domain name, which are the words between “www.” and “.com” or “.net” in your web address. So what name suits you? Come up with some possibilities, then head over to any number of web hosting companies—many offer CCTLD (country code top-level domain) registration.

There are many places from which you can get a domain name such as Register.com, Domain.com, DomainNames.com, Networksolutions.com, and GoDaddy.com, which is the largest but not necessarily the best. Domain names are very cheap to own, often around $9.99 per year.

Keep in mind, however, that if you are working with an ecommerce hosting provider to set up your online business, it will most likely be able to offer you domain registration as well. The drill is simple: You type in a name, and the host service or domain registration site will let you know if it’s available. Of course you can simply seek it out on your own by typing in the address, but this doesn’t mean that the site is available, because people often buy names that they may launch at a later date. Typically one of the domain registration sites can find out whether or not the name is available. If the name you want is taken, you can go with another option besides.com, such as .net or perhaps .biz. If your business is part of an organization, you could try .org.
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Smart Tip

Want a fast take on comparative features of web hosts? Log onto Compare Web Hosts (comparewebhosts.com), where a few mouse clicks let you specify what’s important to you and check out which hosts likely will serve your needs best. For a second opinion, head to TopHosts (tophosts.com), a site with a bit less functionality but more layers of detail—meaning it’s not the easiest resource to use, but it has lots of information.







What’s In a Name?
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There’s wide agreement that nothing matters as much as a good name. Yet who would have thought Amazon was one? What most matters in a name is that it’s easy to spell and easy to remember. For my money, that’s an argument against using a catchy name with an unorthodox country code suffix. Most U.S.-based computer users just automatically type “.com,” “.net,” “.edu,” or “.gov.” Throw a weird ending at them, and you may lose them. So I would recommend a clunky name with a “.com” or “.net” ending over a catchy name with an unorthodox ending.

How do you buy a domain name? Sedo.com’s model is an offer-counteroffer model. This means that you negotiate directly with the domain’s owner until you both agree on a price. This system takes away the uncertainty of an auction model, reduces the potential for fraud, and gives you control over how much you pay. Also, try GoDaddy, which offers auction sales of domain names in addition to its domain registration and web hosting services.
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Beware!

Can you “park” a domain name for free? When you park a domain, you reserve it but haven’t yet mounted a site. Many outfits tout that they offer free parking, but that’s not exactly true: You still have to pay the registration fee. Free parking only means they’ll put up an “under construction” sign that anyone who hunts for your domain will find. Be aware that some companies will also place copious amounts of advertising on your parked site.







Choosing a Name
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Here are a few tips on choosing your domain name.

       •   Think of something catchy

       •   One to three words should do it.

       •   Keep it as close to your company name or the products or services you provide as possible. If you can include something that makes you unique, include it, such as the folks at FastCarpetCleaning.com did: The name says what they do and what makes them special; they’re fast!

       •   Clever spelling can set you apart, such as Pantz.com if you own a business selling pants, but don’t make it too confusing or people won’t remember the spelling (or you can also purchase the correct spelling if it’s available).

       •   Sometimes you can benefit from having the name of your location. This can work if you have a prestigious location, as it does for NewYorkCupcakes.com, or if you anticipate doing mostly local business.

       •   First names can work; using them personalizes the business, such as Charleyscheesecakes.com.
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Smart Tip

Check out similar domain names. You don’t want people to misspell the name and land on your competitor’s site or a site that may be inappropriate.
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The Scoop on Business-to-Business Ecommerce

It used to be, the dream was starting the next McDonald’s, or maybe inventing a new widget everybody would need, putting you on the fast track to wealth so immense it could scarcely be counted. Today, of course, the dream is to come up with the new Amazon or Yahoo!—but that might be the wrong dream.

Isn’t this book all about launching the Next Big Thing? Nope. It’s about building viable businesses on the internet. Nowadays, a very good argument can be made that there’s a smarter way to go than scouting around for the idea that will spawn a new Amazon.

Taking Care of Business
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Consider Walt Geer. It was in late ’98 that Geer, a partner in an Atlanta promotional products company, faced up to reality. His little business—which sold logo merchandise such as pens and coffee mugs to companies to distribute to employees and customers—was chugging along OK, but it was just one of 19,000 promotional products companies in the country. Plainly put, Geer’s company was lost in the mob. So he decided to take the plunge. He cut the cord on his traditional company, dumping his existing customers and putting his business online as eCompanyStore.

After some time, he left eCompanyStore, which no longer exists, and formed another company called Phenix Direct (phenixdirect.com), an overseas importer that serves larger promotional product distributors.

Geer says that in Phenix’s early days, there were a couple months of hard swallowing: “We had no revenue coming in,” recalls Geer, “but we had to focus our energy on the internet. We didn’t have the resources to do it and run our traditional business.” But, he says, “in just a few months, the internet let us move from being a small company to a national player. Before, we serviced lots of little accounts. Now we have Microsoft, for example. The internet lets us go after big accounts.” In addition, Phenix grew at an average annual rate of 55 percent in 2006 and 2007. Today, the Atlanta-based business also has an office in Hong Kong and imports promotional items directly from factories in Southeast Asia. The company has also become particularly adept at assisting distributors in landing and filling large-quantity orders.

Phenix Direct is just one of hundreds of business-to-business (B2B) enterprises, where companies sell not to consumers but to other businesses. These internet companies may not be winning wide press attention by dazzling people with their Facebook pages, but they are creating a real buzz in big-money circles.

Today, businesses are realizing that using the internet allows them to drive down costs. How much? One statistic says that when shifting purchasing to the web, a business can eliminate about 90 percent of the cost of a transaction. But more than just cost savings are propelling this mushrooming of business trade on the net, says Geer. “The real drivers are speed and efficiency,” he says. “And besides, our web store is always open. These advantages are as attractive to our customers as the savings. The internet is a better and faster way for businesses to shop.”

In addition, B2B transactions can take place globally. Without travel back and forth, businesses on either side of the globe can review inventory online and make deals in hours that would have taken days of travelling not that long ago.

The Many Faces of B2B
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Just who is making it in B2B ecommerce? Beyond big-name B2B players like Staples.com, OfficeDepot.com, and ThomasNet.com, the web is filled with enticing companies that illustrate the breadth of this marketplace. That’s because B2B ecommerce offers diverse opportunities, with some players seeking to establish marketplaces where buyers and sellers meet to do deals, while others are positioning themselves to provide services and products to business customers in a wholly new, web-based way. The bottom line: B2B ecommerce entrepreneurs are limited only by their own imaginations.






In the Know

What industry do you know, and know well? Substantial expertise is needed to create a viable B2B company. If you are considering B2B as an option, ask yourself the following questions:

       [image: ][image: ]  What industries have you worked in?

       [image: ][image: ]  Which ones interest you enough that you’ll enjoy the long hours of hard work and research that you’ll need to put in? Do you know how the back end of the industry works?

       [image: ][image: ]  Which industries are currently underserved on the internet?

       [image: ][image: ]  Which industries offer a cost-effective business opportunity?

Marketing glitz doesn’t go as far in a B2B context as getting down to the nuts and bolts of what you have to offer businesses that will positively affect their bottom line. Business executives tend to be more cold-blooded about these things, so show them where they will save time and money, and they will follow you.







Liquidity Services Inc.

The success of eBay, online discount retailers such as Overstock.com and Amazon.com, and click-and-mortar discount shops have proven that consumers and businesses want high-end products but want to pay less-than-high-end prices. As the market for less-than-new items grows for both consumers and business purchasers, those with an entrepreneurial heart are eager to capitalize on selling to these markets. The challenge, though, is where to find this type of inventory for prices low enough to make a profit on the resale.

Liquidity Services Inc. (LSI) in Washington, DC, is a business that helps organizations shed unwanted inventory through online auction marketplaces, and has amassed more than 700,000 registered buyers of wholesale and surplus goods. LSI provides a consistent flow of new and used assets, including overstock, returned, refurbished, and seasonal items, on its online auction marketplaces Liquidation.com and GovLiquidation.com. The merchandise comes from LSI’s contracts with Fortune 500 companies, public sector agencies, top retailers, manufacturers, wholesalers, and distributors.

Buyers often resell the merchandise as individual units or in multiple quantities to small retail chains, through eBay, to small businesses, and even in export markets. “Our business model is very simple and transparent for both sellers and buyers,” says Bill Angrick, chairman and CEO of LSI. “Not only do we convert surplus assets to cash for large and medium-sized organizations, but we enable buyers to find and purchase this inventory through secure online marketplaces.”

The LSI marketplaces offer buyers a total solution to source inventory in bulk through an online auction process. The sites have thousands of auctions to bid on at any given time in more than 500 categories, including consumer electronics, computers and networking equipment, clothing and accessories, general merchandise, building and do-it-yourself hardware tools, vehicles, and many others.

LSI has contracts with major domestic and international shippers that enable significantly reduced shipping costs. This means buyers are able to resell the merchandise at more competitive prices while still maintaining a profit margin. Liquidation.com also allows buyers the opportunity to arrange their own shipping for inventory that is stored in LSI’s six warehouse facilities located throughout the United States.
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Smart Tip

If it can be sold by phone or by mail, it can be sold, probably better, on the web. Ecommerce may never completely replace face-to-face selling since you may not want to rent, or buy, an office space or your new home over the web, but it has taken a huge bite out of telemarketing and direct-mail sales.







Dedicated to providing excellent customer service, LSI also offers a Buyer Relations team that is available to assist buyers throughout the buying process. On the seller side, LSI offers a full range of value-added services, including reconciliation of surplus, de-labeling, auction creation, marketing to current and potential buyers, buyer assistance, payment arrangements, and complete and transparent tracking.

“The overall goal of our asset remarketing activities is to provide a solution that maximizes the recovery value of surplus property,” says Angrick. “We have more than 724,000 registered buyers that consistently use our marketplaces to source bulk and wholesale inventory, which ensures a competitive market price on the surplus inventory we handle for our sellers. Our buyers have confidence bidding on these items and know that they will receive winning purchases in an easy and trusted manner.”

According to Angrick, sellers can obtain 20 to 200 percent higher recovery using LSI’s marketplaces, as well as save a significant amount of time, resources, and money associated with traditional liquidation options.

LSI has focused on bringing the right services and expertise together in a single offering. “We provide the technology, buyers, product sales knowledge, compliance expertise, and value-added services to maximize revenues and reduce overall costs,” says Angrick.

Marketing Still Matters
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Launching a B2B site can be significantly less expensive than trying to create a winning consumer site. Usually it’s cheaper to target an audience and pursue it in B2B because you have narrowed down a business niche and know how to cost-effectively target it. That being said, you still need to market yourself because there is stiff B2B competition going after these same niche customers.

Therefore, if you are going to enter the B2B market, you need to know a little something about what you are getting into and what B2B clients are all about. After all, you always need to know your demographic market.

First, consider that B2B marketing is about meeting the needs of other businesses. However, it is often very likely that these demands are driven by the consumers that frequent these businesses.

You should also consider that many, if not most, B2B decisions are made by committees, teams, and those in the chain of command. Therefore, unlike selling to a consumer who is making his or her own decision, it is up to you to learn the process, know who the decision makers are, and build relationships with them. B2B sales are largely about establishing relationships. After all, your buyers are representing their businesses and putting their reputations (and perhaps their jobs) on the line. They need to have some trust and faith in you to sell them quality products or services.
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Dollar Stretcher

Do you buy anything for your business that could be more efficiently purchased on the internet? That thought alone can be the trigger to launch a B2B website. Start thinking about what you buy and where—and whether the net would make the process cheaper and faster.







In situations where you are selling more complex B2B products, you need to be well versed in how the product works. Consumers may be sold on how something looks, feels, and tastes, and whether it is fashionable or has sex appeal. In the B2B world, the buyer needs a more detailed understanding of the product, the quality, what makes it work, and how to fix it if something goes wrong; remember, the business needs to stand behind what they sell. If they are not selling products, but using them for manufacturing or for business purposes in their own offices, they will also need to know the nuts and bolts of what you are selling. Therefore, marketing to B2B customers is much more about the technical aspects of a product than the look, feel, or flavor.

And finally, if you are looking to establish a long-term relationship in the B2B market, keep in mind that having a few good long-term customers is more important than many short-term customers. You will have fewer clients than you will have when targeting a consumer market. Therefore, you want to build a connection that will keep you in business together for years to come. This means:

       •   Being transparent

       •   Listening to your clients’ needs

       •   Being able to solve clients’ problems with practical solutions

B2B is about sound business practices and win-win situations that benefit both parties. You will find that B2B clients are more demanding, with greater expectations, but you will also find that they are more loyal clients and even somewhat predicable once you get them on board.

Adding “C” to B2B
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As these examples show, there are many small B2B web companies thriving despite the current economy. Some traditional B2C (business-to-consumer) companies are also entering the B2B ecommerce fray. Consider eBay. At any given time, there are approximately 102 million items available on eBay worldwide, and approximately 6 million new items are added each day. To make business buying easier for small- and midsize businesses (SMBs), eBay provides a section on its site called eBay Business Seller Information (www.pages.ebay.com/sellerinformation) that includes a business-oriented search engine bringing together all of eBay’s business and industry listings under one easy-to-browse destination, focusing heavily on office technology products, such as computers and networking devices, as well as lots of consumer goods and services (think insurance and shipping) at wholesale prices.

A Slam Dunk?

Hold on, the sailing for new B2B entrants won’t be entirely smooth. In key respects, the bar may be higher in B2B ecommerce than it is in B2C, and the requirements for succeeding will likely be stiffer. “B2B is different from B2C,” says John J. Sviokla, vice chairman of Diamond Consultants, a global management firm that helps companies develop and implement growth strategies. “To succeed in this space, you will need deep domain knowledge.” You don’t need to know much about farming to successfully peddle peaches to consumers, but to build an exchange for farmers, you have to grasp the fundamental issues in that industry. Lack that, and there will be no trust on the part of your target audience.

Another hitch: B2B involves long selling cycles, and you may need to do some face-to-face selling. It is one thing to buy $20 books with a mouse click. It’s an entirely different matter to buy $400,000 worth of antiques. Sometimes, you will need to put in face-to-face time as well after setting up all the preliminaries. Remember, B2B is very much about establishing relationships, some that can last for many years.
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Echat with Autobytel’s Jim Riesenbach

Autobytel Inc.
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Jim Riesenbach, CEO and President Location: Irvine, California Year Started: 1995

Do you wish you could get a glimpse into the mind of a CEO at the helm of a dotcom that has evolved into a diversified and successful automotive marketing services company? Read on. Below, Jim Riesenbach, president and CEO of Autobytel Inc., offers an in-depth look at the world of internet car buying and selling.

When Autobytel® (autobytel.com) was founded in 1995, the internet and ecommerce were still relatively new, unproven concepts, and the word “tel” in Autobytel’s name stood for telecommunications, which included fax and internet communications. Within the first year of business, the internet became the dominant means of communication. Consumers all over America began logging on to Autobytel and asking, electronically, for the vehicles they wanted to buy—say, a dark green four-door sedan with a six-cylinder engine and ABS. This electronic “Purchase Request” was routed to a local dealer based in the car buyer’s ZIP code. The dealer was trained to get back to the consumer with a firm competitive price usually aimed below the sticker price.

A major goal of the company is to enable the dealer to make a better profit from online sales because its advertising/marketing costs (a big expense for dealerships) are often much lower for Autobytel-generated customers. In addition, a steady stream of incremental business can be generated through Autobytel—i.e., customers whom dealers likely wouldn’t have seen otherwise. So it’s “win-win-win” for Autobytel, the dealer, and the consumer.

A veteran of online and digital media, Jim Riesenbach was named president and CEO of Autobytel in 2006. When he first joined Autobytel, Riesenbach was struck by how similar and limited the consumer experience was at the leading third-party automotive sites—all of which were built around new and used “buying funnels” that effectively push consumers to the transaction moment while walling out relevant information. Having witnessed the shortcomings of this “walled garden” approach during his tenure at AOL, he recognized that Autobytel’s future should be guided by its pro-consumer past—and set out to create a more convenient, open, flexible, and comprehensive consumer resource.

As a result, the company launched its flagship site, MyRide.com, under Riesenbach’s leadership. Riesenbach says, “Myride.com combined original content with the first fully integrated vertical search experience for the automotive marketplace.” In time, MyRide merged with the Autobytel site.

To put Autobytel’s impact on the automotive industry in perspective, since 1995, millions of car shoppers have visited Autobytel, generating billions of dollars in vehicle sales for Autobytel member dealers.
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Beware!

Success breeds nearly instant imitation on the net. That’s the irony: The more you prosper, the tougher you have to fight. How will you stay a step—better still, two steps—ahead of those who will follow? Keep on being creative and forge new ideas, use trademarks and copyrights to protect yourself from thieves, as much as possible, and always have your eyes and ears paying attention to what your competitors are up to.







Entrepreneur: As the CEO of Autobytel, what is your goal for the company?

Jim Riesenbach: My goal is to continue what has been our mission since 1995, empowering consumers with the information they need to make smart, well-informed vehicle ownership and buying decisions while also offering automotive dealers and manufacturers marketing services that help them sell more cars efficiently.

Entrepreneur: What’s been the biggest surprise you’ve experienced since coming on board as CEO?

Riesenbach: I think that the stall in innovation in the online automotive space was the biggest surprise, especially in the face of the dramatic migration of automotive marketing dollars from traditional media to the internet in what is arguably the largest industry in the world.

Before I came on board, it was clear to me that the market opportunity was huge. With 90 percent of all car buyers using the internet to shop for a vehicle, it was profoundly obvious to me that the internet was the place for automotive marketers to find their customers. This was borne out by the hunger among automotive marketers for more and more online inventory and leads. To enter a space as a marketer where there is such a high demand for exposure is very exciting.

In the early days, with perhaps the most compelling market opportunity in any industry, it was very surprising to me that online automotive sites had barely innovated since the auto dotcom glory days of 2000. In fact, if you stacked the leading automotive sites next to each other, Autobytel.com included, and removed the branding, you would not be able to tell them apart.

Entrepreneur: What’s your biggest challenge?

Riesenbach: I think it is—and will always be—to keep ahead of the rapidly evolving online automotive consumer. This is why it is so important to me to have people on our team who are both veterans of online automotive media as well as marketing innovators who know that looking one step ahead of not only our industry but the digital industry as a whole, is what’s going to keep us on top of today’s consumer. And the consumer comes first at Autobytel. While it can be challenging to balance the many different needs of all our constituents—automakers, auto dealers, and auto consumers—by providing a superior consumer experience, we firmly believe that the results will be more site traffic, better lead volume and quality, and more valuable and diverse ad opportunities.
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Smart Tip

One reason Autobytel is a market leader is that the company hasn’t fallen in love with how it does things. As market conditions change, Autobytel quickly adapts. That way of thinking and acting is essential for any dotcom. So once you’ve launched a site, prepare to continually retool your site and, perhaps, even your business model. Adaptation is the only way to survive on the web, or, for that matter, in business in general.







Entrepreneur: What’s your strategy for coming out ahead of competitors?

Riesenbach: The strategy is to focus on providing the best consumer site and the best dealer programs in the industry. I think there are some glaring automotive consumer needs—namely the ability to quickly find information beyond the confines of a single site, via search and user-generated information, and to provide an experience that, while incorporating the buying funnel, is also about every automotive need and experience.






It’s the Place to Be!

Clearly, the internet is now where auto marketers want to be. For example, according to DigitalAge, as of 2013, 90 percent of car buyers continue to do their research online. It is also estimated by DigitalAge that $142 is the average price spent per car sold through online display advertising by the three largest automakers.







Today Autobytel continues motoring along. The business has helped tens of millions of automotive consumers research vehicles and has connected thousands of dealers nationwide with motivated car buyers. The company now runs a network of automotive sites, including Car.comSM and MyGarage.com®.

They also continue as a dedicated provider of top-quality automotive internet programs to provide consumers with a comprehensive and positive automotive research and purchasing experience. In addition, they serve auto dealers and manufacturers with cost-effective customer referral and marketing programs.
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Echat with Zappos’ Tony Hsieh

Zappos.com
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Tony Hsieh, CEO Location: Las Vegas Year Started: 1999

It’s surprising what you can sell on the web. Ask Tony Hsieh. When Zappos founder Nick Swinmurn approached him with the idea of selling shoes online, Hsieh was ready to hang up the phone. Then Swinmurn mentioned the size of the shoe market at that time, which was $40 billion in the United States. What’s more, $2 billion of that was sold by mail-order catalogs. If shoes—a highly personal and tactile item—could be sold through mail order, why not over the internet?

It was 1999, the heady days of dotcom dreams. Anything seemed possible, even an online shoe store. Convinced that the nonexistent ecommerce market for shoes would someday be even bigger than the $2 billion mail-order market, the pair started Zappos.com.

Today, online footwear is a multibillion-dollar business, and Zappos is the undisputed leader in footwear retailing on the web. The Las Vegas company has been featured in many publications, including: The New Yorker, USA Today, CNN, The New York Times, CBS News, The Los Angeles Times, The Chicago Tribune, and Forbes.
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Smart Tip

Today, many CEOs keep in touch with customers through corporate blogs. Want to start your own blog? Go for it. But first do your research and understand what you’re getting yourself into. Blogs can be fun, but they can also be demanding. A great resource is The Rough Guide to Blogging by Jonathan Yang (Rough Guides). The book is an excellent reference for anyone who wants to know more about blogging, whether you’re a casual reader or an experienced professional blogger. Another good (and quick) read comes from Amazon and is called How to Write Great Blog Posts that Engage Readers.







How did they do it? It’s all about service. In fact, according to the company’s philosophy, Zappos is a service business that sells shoes, not a shoe retailer that provides service. The company’s service policies would make most etailers cringe. The call center, with its staff of more than 1,300 people, is open 24/7 and services an average of over 5,000 calls per day, sometimes more during the end-of-year holiday season. The warehouse is also open 24/7. But the clincher that turns browsers into customers for life is the 365-day return policy with free shipping—both ways! That’s right, you can shop till you drop and send back anything that doesn’t fit or doesn’t look just right with that new outfit. No harm, no foul.

Entrepreneur: You’ve built Zappos on great customer service, but how?

Tony Hsieh: Part of it is the very fast shipping. We run our warehouse 24/7. It’s not the most efficient way to run a warehouse, but it gets the shoes out to our customers as quickly as possible. We also run our call center 24/7. We’re unlike most websites where it’s hard to find a phone number to contact the company. Our 800 number is on the left corner of every single page of the website. And when you call a member of our customer loyalty team, they really strive to go above and beyond, making the experience very different from calling most other call centers. Our call center isn’t outsourced either. It’s right here at our headquarters in Las Vegas. As an example of what we believe is service, imagine a customer is looking for a specific pair of shoes. Now let’s say we’re out of stock in their size or that particular style. We will actually search other online retailing websites and if we find them there, we’ll direct the customer to that competitor.

Entrepreneur: Zappos started out as the first online shoe retailer. Who are your competitors now?

Hsieh: We don’t think of our main competitors as anyone online. It’s really more about getting customers used to the idea of buying shoes online. When most people hear that, it’s a scary concept because of fit issues. So our biggest challenge is educating customers on how easy and quick it is to get the shoes. Some people order 10 pairs of shoes, try them on with 10 different outfits, and then ship back the five that don’t fit or don’t look good. They’ve got 365 days to return them and we pay the shipping back to us. A lot of people don’t know or realize that when they first hear about Zappos. We try to do everything we can to minimize the perceived risk for the customer.

Entrepreneur: How do you attract new customers to your site?

Hsieh: In terms of paid advertising, we do buy key words on search engines and we also have an affiliate program. We’ve enjoyed fast growth, and the vast majority of that growth has been from repeat customers and word-of-mouth. So our philosophy is that all the money we might have otherwise spent on marketing, let’s instead put it back into the customer experience. Things like offering free shipping both ways is very expensive. Things like running the call center and warehouse 24/7 is very expensive. But we really view those as our marketing expenses, and let our customers tell each other about our service.
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Smart Tip

If you offer extraordinary service—like 24/7 customer service via a toll-free number or free shipping and returns—announce it prominently on your site. Let customers know how great your service is! On Zappos.com, you can find their 800 number and free shipping and returns declaration right below their logo and navigation on every page of their site. Also, make sure you have a significant presence on social media that lets people “like” what you do on Facebook and follow you on Twitter. Social media has spread the word, like wildfire, about Zappos and their great customer service.







Entrepreneur: You received several rounds of venture capital along the way. How important was venture capital to your success?

Hsieh: It allowed us to accelerate our growth because as our sales grew, our inventory requirements needed to grow as well. Funding that inventory growth was the reason we needed to raise the money. If we hadn’t done that then we would have continued to grow, but just at a slower rate because we wouldn’t have been able to warehouse as much inventory.

Entrepreneur: Do you have any advice for entrepreneurs wanting to attract venture capital?

Hsieh: Generally, VCs are looking for a business that is growing at a rapid rate and is in a large market. Plus, they want to see that the people in the company are passionate about whatever the company is about, that they’re not in there just to try to make a quick buck.

Entrepreneur: Why did you expand into other merchandise besides shoes?

Hsieh: We got into handbags several years ago and then started selling apparel. Our plan was always for the Zappos brand to be known for great service, and not necessarily for shoes. In fact, hopefully 10 years from now people won’t even realize we started out selling shoes online.

Entrepreneur: If you had to pinpoint one thing, what would be the secret to your success?

Hsieh: The company culture. Our number-one priority as a company is to make sure that, as we grow, we continue to maintain a really service-focused culture. When we hire people, for example, we do two sets of interviews. One set is a standard set that the hiring manager’s team does. Then, our HR department does another set of interviews to assess culture fit. And they have to pass both in order to be hired.

Then after they are hired, everyone in our Vegas office, regardless of their position (accountant, lawyer, or whatever you do) go through the same four-week training program. We go over our customer service philosophy, company history, the importance of company culture, and then they get on the phone and talk to customers for a couple of weeks. After that, we send them to our warehouse in Kentucky to spend a week picking, packing, sending, and receiving. So it’s a total of five weeks of training, being immersed in company culture, before starting as an accountant or lawyer or whatever you’re hired for. It’s pretty hard to go through that five weeks without understanding our focus on customer service and company culture. It gets everyone on the same page. I think when everyone’s moving in the same direction, it moves the company forward that much faster.

Entrepreneur: What’s next on the horizon for Zappos.com?

Hsieh: We’re just going to continue what we’ve been doing. On an ongoing basis, we look for ways to improve service and slowly experiment with adding other product categories based on what customers tell us they’d like us to sell.

In July 2009, Zappos was acquired by Amazon in a $1.2 billion deal. Very little has changed within the business model of the company. The primary sales come from 50,000+ brands of shoes. The unconventional return policy remains in place, and the company continues caring about their employees, who get free lunches, have no-charge vending machines, a company library, a nap room, and free health care.






Zappos’ Ten Core Business Values

These help maintain the company’s culture, and success:

         1.  Deliver “Wow” Through Service

         2.  Embrace and Drive Change

         3.  Create Fun and a Little Weirdness

         4.  Be Adventurous, Creative, and Open-Minded

         5.  Pursue Growth and Learning

         6.  Build Open and Honest Relationships with Communication

         7.  Build a Positive Team and Family Spirit

         8.  Do More with Less

         9.  Be Passionate and Determined

       10.  Be Humble
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Secrets of Funding Your Business

The startup costs of a business can vary greatly depending on the type of business and the size at which you begin. A small business might check in at $5,000 to get off the ground. A larger company could cost anywhere from $50,000 to $500,000, or more, depending on the complexity of the site, the products being sold, and how many employees you will have handling fulfillment, customer service, and the various other aspects of the business.

Fund It Yourself!
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If you are starting a small online e-business, you may have saved up enough money, beyond what you need to support yourself and/or your family, to get it off the ground on your own. This is of course the preferred method for many small-business owners because they are not paying back a bank loan or indebted to anyone. It is, however, also a financial risk, so the money needs to be earmarked specifically for such a venture.

In some cases you may have an asset that you can sell to get that startup cash in hand.

Start by making a list of all your potential startup costs from the development of the website through marketing, equipment costs, and so on.

A sample of some of your startup costs might include:

       •   New computer

       •   New scanner

       •   New printer

       •   Website design and hosting

       •   Software programs (Photoshop, Excel, QuickBooks for accounting, etc.)

       •   Business phone lines or new cell phone for business only

       •   Marketing

       •   Inventory (this can be minimized by ordering products as demand grows)

       •   Storage costs

       •   Business supplies (from labels to business cards, these are important)

Operating costs are those ongoing costs of the business that will be regular expenses. This will include phone bills, rent if you are renting an office space, hosting fees, etc. Anything that will be part of your ongoing business expenses is an operating cost.

You’ll want to know from the beginning that you not only have money to start your business but to run it for at least six months to a year.

Entrepreneurs have used money from an inheritance, the sale of a summer home, downsizing to a smaller location once the kids have moved out, or even from selling a collection of old comic books to start their businesses. Assets can get you started.

Another avenue is to borrow from friends and family, but make sure to have a written agreement that says when you plan to pay them back and even with interest. Be realistic, but only choose people who:

       a)  Believe in you

       b)  Are sincere about their loan: no strings attached

       c)  Are not unlikely to interfere with your plans: silent partners
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Beware!

Too many people get into financial trouble borrowing against their home or their credit cards. Don’t put your home on the line and stay aboveboard with your credit card payments. Remember, your credit rating is at stake and you do not want to have a bad rating when starting a business. You may want to get loans or a line of credit in the future to build your business.







Banks and the SBA
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Yes, you can also borrow from banks or get a small business loan from the SBA (www.sba.org).

Banks, however, are not very quick to back new business ventures unless you have entrepreneurial experience and collateral. The SBA, however, has been helping small-business owners for more than 60 years and has a section on their website all about loans. They are worth checking out.

If you are thinking about obtaining a loan from a bank, a credit union, or even through the SBA, several factors may come into play:

       •   The economic climate

       •   Your track record in business

       •   Your credit rating (very significant)

       •   Your business plan

Lending institutions want to know that you are a sound credit risk. They will also want to know exactly what your future plans are, beyond simply “opening an ecommerce business.” This is where your business plan comes in handy. As for your business experience, that should be included in your business plan. If it is not, then make sure you highlight exactly what you have done before that makes you the ideal person to open such a business and run it successfully. A loan is often predicated on the person behind the business.

You will also need to put up collateral for the loan. Carefully consider assets that you can use for collateral. It’s usually wise to start small. Many people have started web businesses for under $5,000 and run them successfully, showing profits in a short time (such as six months). By doing this, you can establish yourself and show lenders that you know what you are doing and can at least run such a business.

You can then ask for, and receive, a small loan or a commercial line of credit to upgrade and make improvements to your site. A loan, or a commercial line of credit, is often used for business improvements. Spell out the needs for the loan and illustrate the cost of the improvements you have in mind.

It’s important to get your credit scores in order before seeking a loan. You’ll need to start paying off any and all outstanding debts and get to a point where you can open a new credit card or take out a small loan and pay it back promptly, thus showing you are on solid financial ground.

Having your financial ducks all in a row is important when opening a new business, not only for lenders but for yourself. Starting a business when you are already in debt is ill advised.

If you are dissatisfied with your credit scores, work on improving them slowly by paying off your debts, which may mean working out deals with creditors. Never seek out places that can “magically” repair bad credit. Remember, anything that seems too good to be true is usually a major risk and you are very likely to find yourself in a worse situation than you were in before.






[image: ]

Smart Tip

If you are thinking about borrowing money from a lender of any sort, contact at least one of the big three credit bureaus for your credit scores.

•   Equifax: 1-800-685-1111, P.O. Box 740241, Atlanta, GA 30374; www.equifax.com

•   Experian: 1-888-397-3742, P.O. Box 2002, Allen TX 75013, www.experian.com

•   TransUnion: 1-800-888-4213, P.O. Box 2000, Chester, PA 19022; www.transunion.com

Do this once, since loan officers will also inquire and the more your credit ratings are checked, the more suspicious it may appear to lenders. Read your credit reports over very carefully, especially if your rating is not as good as you expected it to be. Credit bureaus make more mistakes than you would ever imagine. If there are errors, contact the credit bureau and make sure to have them corrected.












Show Them the Money

Always invest some of your own money into your business, even if you have to secretly borrow it from mom and pop. Lenders and outside investors look much more favorably on a business owner if he or she is standing alongside of them and taking the same risk. They figure that if you are willing to put your own money into this venture then you will stand behind it and take it much more seriously.







Venture Capitalists
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You may also look for outside investors to help you launch and even maintain your new business. Venture capital is the term for the money you are seeking. A well-constructed business plan, as we will discuss shortly, and a good presentation are necessary to interest such investors. Since you, or you and your partner(s), will be running the show, the emphasis will be on what you have to offer in terms of experience, know-how, dedication, a feel for business, and your sales and marketing skills.

Big Winners

On paper, scoring VC funding looks simple. You write a business plan wherein you pay very close attention to the possible payday ahead (typically this is made vivid with charts that forecast revenue and profits). VCs do not want to hit singles. They swing for the bleachers, and to win funding, an idea has to have the clear potential to be a major winner.

Why do VCs want big winners? Simple. They’re realists who know that only a few of the ventures they fund will succeed and one out of many will be a home run. But that one home run will generate so much cash, it will make up for the losses. VCs are very careful about what they choose to fund, meaning you need to know your business ideas and plans for success very well. If you can’t answer all their questions about how your business will run, what makes it unique, who’s on your management team, and how it will make money, then don’t bother showing up for the meeting. In short, you must be very well prepared. This doesn’t mean that they won’t take a chance on a new company—they may even help you mold it into a better idea—but you should come in well prepared and very confident in your plan to make money. Venture capital companies are looking for a big payday and if you don’t honestly believe in your e-business, they won’t either.

Also think of the exit strategy. VCs don’t invest to hold; they want a way to translate a business success into an economic success. Usually, that means the company gets bought by a bigger fish in the industry.

Once you have your plan in hand—with an exit strategy and a payday spelled out for you and your investors, you look for every way possible to get it (and yourself) in front of VCs. It isn’t easy. So often internet entrepreneurs complain, “I have a great business plan, and nobody will fund it.” Maybe the plan is great, maybe it isn’t, but step one in proving you’ve got what it takes to prosper in the rugged internet economy is finding a way to get in front of VCs.

You’ve tried and can’t seem to land VC money? Borrow whatever cash you can get from the legitimate investors, whether that’s your parents or your neighbor’s uncle’s ex-wife. Get the business afloat and then maybe VCs will come calling with cash in their hands. Even better, once a business is prospering, you can usually get much more favorable terms from VCs. The earlier they come in, the bigger piece of the company they want, which means second-stage VC financing may actually be more desirable.
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Smart Tip

Where to find venture capital firms? Check out the VC links on vFinance (vfinance.com) for leads to many VC firms.







Inside Information

Don’t get discouraged about finding VC money. Guy Kawasaki was co-founder of Garage Technology Ventures and a news aggregation site called Alltop. Even though Kawasaki was interviewed nearly a decade ago, his comments are still quite relevant today.

Garage Technology Ventures, a venture capital investment bank for emerging technology companies, encourages submissions of business plans at its website (garage.com). Here, Guy Kawasaki, a managing director at the firm, and the author of The Art of the Start (Portfolio), eagerly tells how to win funding from Garage Technology Ventures. Kawasaki’s trademark is irreverence—his wit is quick and pointed—but read between the lines in this Q&A, and you’ll discover he’s telling you what your chances are and how to make them better.

Entrepreneur: What does an entrepreneur need to get venture funding?

Guy Kawasaki: Circa 2005, the single most important factor was to show traction, that is, that someone is already paying you for your product. If not traction, then at least you need to show that someone is testing your product and will/might pay for the product soon.

Entrepreneur: What’s your ballpark estimate of the percentage of business plans that get funded?

Kawasaki: We get about 2,000 to 2,500 plans per year and fund ten of them. We used to receive many more plans during the 1997 to 1999 time frame, but the quality is now much higher.

Entrepreneur: A typical complaint is, “I know nobody. Where do I start looking?” What’s your answer?

Kawasaki: Raising capital today is very challenging. You can’t leave any stone unturned. This means friends, fools, family, and potential customers . . . not to mention your own pocket. The days of raising a few million with a sketch on a napkin are gone—maybe not forever, but for a few years.

Entrepreneur: What’s the minimum (realistic) funding for launching a B2B site? A B2C site?

Kawasaki: This is tough to answer because you can’t glom all B2B- or B2C-type businesses together. You could start a company with $250,000 or $250 million. It all depends. Having said this, too much money is worse than too little [because people are usually less disciplined about the way they spend when funds are plentiful].

Entrepreneur: What’s the one thing an entrepreneur can do that’s sure to turn you off?

Kawasaki: Ask me to sign an NDA [nondisclosure agreement]. Actually, there’s one more thing: Show up with a PowerPoint presentation containing 50 or so slides.

Entrepreneur: What’s the one thing an entrepreneur can do that’s sure to catch your interest?

Kawasaki: Tell us that in the last 12 months they did $1 million or more in business. What has Kawasaki told you? Develop a plan that emphasizes your strengths (the reasons to fund it), keep it short, don’t ask for too much money, and never ask potential funders to sign an NDA. Why the last point? NDAs—which bind the signer not to reveal what you show or tell him about your plan—are unenforceable in many cases, and, just as bad, a busy investor probably has heard much the same idea from multiple sources already.

On the other hand, complaints that investors sometimes steal good ideas are epidemic. Are the beefs founded? Hard to say—but a Silicon Valley legend is that when Sabeer Bhatia shopped his idea for what became Hotmail, he lied to would-be funders in initial meetings, telling them about a totally different business idea. Only when they passed some kind of test for Bhatia did he lay out his real idea. Paranoid? Bhatia became a very rich man when Microsoft bought Hotmail—proof that, at least in his case, caution pays.

Do you need to be as cautious as Bhatia? Not likely. Most entrepreneurs who take that closed-mouth route will simply strike out with funders. A better route is to tell what you need to tell to spark interest and then keep offering more details as investor interest looks ever more genuine. Besides, if you treat people sincerely and honestly, more often than not, you’ll get much the same in return. Sure, there are crooks in Silicon Valley—but most folks are decent, well-meaning, and well-intentioned. So play things straight, and usually you’ll get the results you deserve.
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Smart Tip

Monogamy isn’t practiced by VCs. Rarely will a major VC firm act as sole funder. It seems strange, but it’s a fact that a VC firm will often agree to fund if you can get another firm to fund you, too. Keep in mind: VCs like to minimize risk, and one way to do it is to share investments.







Your Presentation
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It’s not only what is on paper but it is your presentation that needs to be polished. You want to be able to convey your passion for this endeavor and your commitment (remember, investing your own money is important) if you want to be taken seriously. You also need to be ready to answer all possible questions, politely and without hesitation. For example: How long do you think it will it be before you will see a profit? Answer the question and have the paperwork ready, as discussed earlier, with your one-, three-, and five-year projections.

The point is, for financial backing in any business, you need to figure out all of the particulars in advance and be ready to answer whatever questions are asked with confidence. Hint: Don’t ramble. Short answers with good explanations or specific examples will suffice.

“For the GotChef catering business and food truck, this was key. I had known the head chef, Biagio, for quite some time. He runs the number-one Zagat’s and number-one open-table-rated Italian restaurant in Connecticut. He runs an amazing restaurant and has a great reputation up here,” notes Joe Rubin of FundingPost (FundingPost.com) who helped GotChef get funded. You might also check out some of the many events FundingPost has on their calendar to help entrepreneurs learn how to best present themselves to investors and to meet investors face to face.

Also, consider what you are giving this investor in exchange for his or her capital. Remember, it’s not a donation, it’s an investment, a risky investment, and investors want to know the upside for their bank account. How are they going to get their money back, and even a profit? Work with your accountant and /or a business advisor in advance and determine the best way to repay investors.
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Smart Tip

Develop your elevator pitch. You should have a very concise pitch that defines your business idea briefly, providing the type of business, the costs, your background, and why this business can work. An “elevator” pitch, typically 30 seconds, is designed to be told to a captive investor in the time it takes to ride up in an elevator. Near the end of the 1988 movie Working Girl, Melanie Griffith actually gives her pitch to the major investors in an elevator and wins them over by presenting a very sound and logical business proposal in roughly 30 seconds. That’s how it’s done.







Your Business Plan
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If you foresee yourself looking for outside funding, start by creating a business plan. It does not need to be elaborate, but it should follow the basic business plan structure. Here is what you should include:

       •   A short executive summary of the overall business: Even though this goes first, you might write it last after organizing and thinking everything else through.

       •   A summary of ecommerce overall

       •   A summary of your industry (food, fashion, etc.)

       •   A review of your needs: What will you be spending the money on?

       •   How your business will operate: Will it be ecommerce only or will it be in conjunction with your brick-and-mortar operation? How will it work? Walk the reader through the process of doing business.

       •   Revenue streams: How will you make money? Sales only? Sales and membership? Affiliate programs? Any revenue stream should be explained.

       •   Competition: Review some of the businesses out there doing what you do and explain what you can do better. Explain how you differ from the e-businesses in your industry.

       •   Bio: Briefly explain your background as it pertains to your new business. Also include the bios on your team members if you know who they will be. This is very important!

       •   Financials: Show profit and loss projections for the coming months and even three years. Hint: Be conservative in your estimates.

A business plan can help you see all the aspects of the business and serve as a personal guide. It can show investors that you literally mean business and can provide a snapshot of what it is your business will do and how it will make money. It is a document that essentially tells the story of what you plan to do and how you are going to use investors’ money to achieve your goals. Hint: Be realistic, stick to the facts, and don’t add a lot of hyperbole.
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Beware!

Bring in VC money, and you could lose control of your business. That’s just a reality. For every entrepreneur who stays on top, there are several entrepreneurs with ideas that are good enough to get funded who don’t personally inspire confidence—and they get pushed aside.

Discuss what the VC plans to do with your business: Don’t be intimidated.
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Why Financial Angels Fund Startups

Do you believe in angels? After reading this chapter, you just might. With a little luck and lots of persistence on your part, angels—of the flesh-and-blood variety—may fund your internet venture.

According to research conducted by Jeffrey E. Sohl, director of the Center for Venture Research at the University of New Hampshire’s Whittemore School of Business and Economics, there were approximately 50 formal business angel groups in the United States in 1997. By 2010 there were more than 150 formal and informal organizations located throughout leading technology and business regions in the United States and Canada. Collectively, these formal angel alliances represent only a portion of the angel market.

Where do you find angels? The Angel Capital Association (ACA, www.angelcapitalassociation.org) has an online listing of angel groups that are members in good standing, as well as organizations affiliated with the ACA. You’ll also find international angel groups from Gust.com if you click on Browse Ivestors & Startups. You could also visit FundingPost at www.fundingpost.com, where you can find events where investors can actually meet angels.

If you keep your eyes open, and do some networking, you also may find angels through personal connections because angels are often friends of friends or parents of friends.

Why do they invest? For many angels it’s a thrill to get involved in a startup. Maybe they don’t want to personally run one, but they are nonetheless excited about being on the periphery and offering advice in addition to capital. Of course, there is also the real possibility of hitting a major home run.

How does angel investing work? We found two angels who agreed to provide insight into what they do.

George McQuilkin is co-founder and a member of eCoast Angels Network (ecoastangels.com), a small group of angel investors in New Hampshire who offer funding on an individual basis to promising new companies as well as ongoing ventures. John May is managing partner of the New Vantage Group (newvantagegroup.com), a Washington, DC, company that manages next-generation early-stage venture funds for active angel investors. Their methods and approaches differ, but that’s the norm: No two angels have exactly the same motivations. But if you understand who angels are and how to persuade them, you just might get one to put cash into your company.

George McQuilkin has been around the business block more than a few times. An MIT graduate, McQuilkin worked with IBM for 16 years, left to start a company called Spartacus Computers, and ran a few other companies, including RSA Security, which sold for more than $1.5 billion.

Entrepreneur: How did you get into angel investing?

George McQuilkin: I made some money on RSA Security, and I decided to use it to invest in some venture capital funds and, at the same time, I made some direct angel investments. I was at a limited partners meeting of a venture fund in the late 1990s when I realized that I seemed to be doing better on the investment I made directly, and I also took more satisfaction out of that. I had met influential people like Mort Goulder, an angel investor who had made well over 100 investments. He was the founder of the Breakfast Club, which in this part of the country is the oldest continually running angel investor group around. I thought it would be good to start a group like that because I wanted to increase the number of deals I looked at, have the ability to spread the risk, and have the ability to bring experience to bear. When I moved back to Portsmouth in 2000, I found four other like-minded individuals, and we started a group called the eCoast Angels.

Entrepreneur: How does your group operate?

McQuilkin: We started this angel group with an old-fashioned format: a group of people who come together for a common purpose. It’s very Benjamin Franklin-y. We are neither a charity nor an economic development unit. We share advice and information, and we make up our own minds on each investment so there is no group fund. And we don’t have a formal process, but that doesn’t mean we don’t have a process or we don’t know what we’re doing. It’s just that we choose to make this decentralized so there’s no administrative burden.

Entrepreneur: What’s the basic difference between an angel investor and a venture capitalist?

McQuilkin: Motivation. Angels are investing their own money, and everyone has his or her own reasons for doing it. Mort Goulder said one of the key reasons he enjoyed being an angel investor is he liked to help the other guy. He said this technology and economic system had been really good to him, and he wants to give the other guy a chance to participate the same way. If you’re a venture capitalist, you’re actually investing somebody else’s money and you have both the legal and the fiduciary responsibility to maximize their return. That doesn’t mean you have to be unfair or unscrupulous, but it’s harder to be an idealist with somebody else’s money. An angel investor’s motivation is to be part of the action, to be involved with new companies.

Most angels are entrepreneurs who started a successful business and they cashed out by selling the business or through an IPO. They don’t just want to use their extra money; they want to be part of the excitement. A venture capitalist doesn’t take the risks, doesn’t meet the entrepreneur. If it’s a tournament, you’re jousting through surrogates. Some people like the hands-on feel, like the action, like being part of the technology. There is an arrogance among entrepreneurs, myself included, that causes them to want to start a business with one or two million dollars and go take on IBM or Google or Microsoft. It would be laughable if people hadn’t been successful doing it, including Google and Microsoft. So there’s the challenge, the opportunity, the matching of wits; that’s a high. I think making money is lower down on the angel investor’s list, though good angel investors on the whole tend to do better on returns on investment than do venture capitalists.

Entrepreneur: How many plans does your group look at in a year?

McQuilkin: We get in excess of 100 inquiries a year. I screen a lot of them myself or with someone else, and we look seriously at 20 to 25 a year. Of those, we’ll probably invite 18 in to make a presentation. Sometimes we’ll have a meeting without a formal presentation or sometimes I’ll go to some other group’s meeting. In other words, we’ll meet with people without necessarily having them stand in front of the group. Of those submitted last year, we made 14 investments. Seven were new companies, and seven were follow-ups to previous investments. Not every member of the group invests every time. A typical angel in our group makes one to four investments a year.

Entrepreneur: How much can an entrepreneur expect to get from you?

McQuilkin: A very reasonable amount to ask for would be $500,000, though we could do $1 million or $2 million. We would then probably want to bring in other groups we are friendly with to share the risk. Getting an early-stage, fairly rapid investment of $300,000 to $500,000 is very realistic with our group.

Entrepreneur: How can an entrepreneur find an angel?

McQuilkin: They should talk to everyone they know, and they should use their own network. Angel groups tend to invest regionally. We have a broad experience in the group and good connections to companies, but we can’t really use that for you unless you’re an hour or two drive from here. Since we like to play an active role, we want to do that nearby. But if you’re a serious entrepreneur and you pay attention to the business press and you can’t find us, then you’re not doing your job as an entrepreneur. You can also just approach us and say “I’ve heard of you.” But again, you surely know somebody who knows us from the MIT Club, from the High Technology Council, the local high school, the community, lawyers, accountants, etc. An entrepreneur who is doing his job, which is to marshal resources in support of his vision, really ought to be able to find a better way to get to us than to just send us a generic cold email. The best email will say: “I met you at the meeting of the Technology Council and we talked about this and I know you might not remember me, but you had said you were interested in investments like this.” Right away, I’m very receptive to that. The ones that say “to whom it may concern” are bad, very bad. If you’re not willing to do a little bit of work to find us and get us information, I’m not willing to evaluate it.

Entrepreneur: What can an entrepreneur do to get a yes, and what is sure to get a no?

McQuilkin: The key is to explain why we want to invest in this business, not why your technology is a good idea. Typically entrepreneurs are in love with their business vision. That can be true if it’s pizza sauce or extensive use of nanotechnology. So they’ll get up, tell us all about their thing and run out of time, and never get around to telling us how much money they need and what they’re going to do with it, and why this is good for us. They forget why they’re talking to us. You’ll also get turned down if you change the deal—that will get you almost thrown out. And finally, the entrepreneur has to have a realistic idea of what they’re selling in terms of ownership and control. If you just say I want your money, but I’ll run the business my own way and I don’t need your advice or assistance, then I’m going to say then you don’t need my money and you’re not going to get it.

John May is not only the managing partner and co-founder of the New Vantage Group, but he has extensive experience as a venture fund manager, advisor, and angel. He has been a partner or consultant to five venture funds and is also managing general partner of Seraphim Capital, a London-based venture capital firm founded in 2006. The company specializes in providing capital and assistance to emerging growth companies through noninstitutional sources. May is also co-founder (in 2004) and current chairman of the Angel Capital Association, a North American professional alliance of angel groups. This fast-growing association brings together 103 angel group leaders around the country to share best practices, to network, and to help develop data about the field of angel investing. May has spoken extensively on angel and early-stage equity investing, is a Batten Fellow at the University of Virginia’s Darden School of Business, and is the co-author of a book on angel investing, Every Business Needs an Angel (Crown Business).

Entrepreneur: What’s the difference between an angel and a venture capitalist?

John May: The main difference is that angels consider psychic reward as one of their major criteria [in deciding what to invest in]. They get an emotional, or personal, benefit from it, as opposed to venture capitalists, who get more of a financial benefit from the transaction.

Entrepreneur: What’s the biggest mistake entrepreneurs make in approaching angels?

May: Being fixated on their evaluation and not being flexible. An angel might be willing to have a negotiation about their role and their money, but if entrepreneurs assume that an angel is fixated on a high rate of return only, they will be shooting themselves in the foot.
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Smart Tip

Practice, practice, practice. Before you go into any meetings with VCs or angels, really hone your presentation on your business—this can prove a lot more crucial than your business plan in the funding decision. Why? Investors invest in people who inspire them. Go in with a pitch that wows listeners, and you may walk out with a big check.







Entrepreneur: What’s the one thing entrepreneurs can do to make their case stronger?

May: Network through friends and trusted advisors. Also, if you are planning to be a high-growth company and you plan to raise outside money—which not every entrepreneur plans to do—it’s probably a good idea to also have sophisticated counsel, accountants, and an advisory board.
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Smart Tip

If you’re based in the Washington, DC, or Seattle area, check out New Vantage Group (newvantagegroup.com), and see if there’s anything there for you. Don’t submit material too early—wait until it’s polished. But once your business plan is solid, get a move on!







Entrepreneur: How many business plans come through your door monthly? How many do you think get funded by anybody?

May: We generally look at about 50 to 100 plans per month. Most entrepreneurs submit through the web; most angel groups have application forms on their websites, and entrepreneurs either fill it out there or they send an executive summary attached to an email. This seems to be the dominant entry point for entrepreneurs. Out of 100 plans, 10 will most likely be presented to our group, and one or two of those may get funded. But keep in mind, there are far more angel transactions per year than venture capitalist transactions.

There are angel investors in all 50 states, and every major metropolitan area has an angel group, while venture capital is heavily concentrated in California and New England.

Entrepreneur: What are angel investors looking for in startups?

May: Today, they are looking for mature management rather than wide-eyed ideas.
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Beware!

Don’t give it all away! You may find one or multiple investors ready to give you money for a piece of the action. While you may be excited about the funding, it is very important that you do not give everything away. You will be giving up a percentage of your profits, but keep a close eye on how much you are giving to your investors. Remember, you are in this to make money for yourself as well. Also, be careful not to give up control of your business. Guidance is fine, but do not let investors take over your company.
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