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By Joshua D. Brett 

WORCESTER -- Successful dot-coms aren't built in a day. 

That's what Steven M. Rothschild found out as he nurtured his second Internet venture 
and watched as his first went bust. He learned the difference between companies that 
follow the principles of steady growth, sound investment and knowledge of the market 
and those that don't. Bulbs.com, the Worcester-based Internet light bulb distributor Mr. 
Rothschild founded in August 1999, is an example of the former. Furniture.com, which 
he co-founded with Misha Katz in 1998 but left before its demise in November 2000, was 
an example of the latter. 

Using database systems, bulbs.com allows customers to see pictures of lighting supplies 
and order them online. Customers' shopping histories are saved to make future purchases 
easier. 

It is a business model that has made bulbs.com the fastest growing lighting distributor in 
North America, with more than 8,000 customers, including 350 to 400 new business 
customers a month, Mr. Rothschild said. 

The national average for growth in the lighting industry is 1.4 percent, according to the 
National Association of Independent Lighting Distributors, but bulbs.com is growing 
sales at about 100 percent this year and grew sales at 175 percent last year. 

The company has grown quietly without spending millions of dollars on prime-time 
television advertising, sponsoring college football bowl games or devising other 
expensive promotions once favored by dot-coms, Mr. Rothschild said. 

Furniture.com, the Internet spinoff of Mr. Rothschild's Worcester-based Empire 
Furniture, which he bought in 1995, did the opposite. Despite trying many promotional 
gimmicks, furniture.com, which raised more than $50 million in venture capital, had 
trouble building a national distribution system, had to cancel a planned initial public 
offering and ran out of money. 

The Framingham company went into liquidation in November 2000. 

``They all thought they had to be the biggest thing first, when reality was that that wasn't 
the case,'' said Mr. Rothschild, who left furniture.com in November 1998. ``Even in 1998, 
nobody (in their market) had matched their volume. If furniture.com had just grown 
logically, it would still be No. 1 and it would still be here today.'' 

Mr. Rothschild said he left furniture.com because he had ``a different view than the 
investors,'' whom he said thought the company needed to spend more money and expand 
more. 



Mr. Rothschild recalled a conversation he had with a venture capitalist, who expressed 
similar concerns about furniture.com's spending. ``(He) told me that the capital we had 
raised was like `rocket fuel burning,' '' Mr. Rothschild said. 

By March 2000, when Goldman Sachs declined to underwrite the company in its efforts 
to go public, that fuel had been exhausted. Eight months later, the company was out of 
business. 

As furniture.com withered away, Mr. Rothschild was developing bulbs.com. He raised 
$200,000 in ``angel'' capital in August 1999, $3.5 million in equity financing from 
venture capitalists in January 2000, and set out to build a new company. 

``We raised our first round of capital and spent it so judiciously that it lasted 50 percent 
longer than it should have,'' Mr. Rothschild said. ``We kept a low burn rate. We never 
spent a dime that we didn't have to part with.'' 

Bulbs.com will only spend money on what will produce a return on investment, Mr. 
Rothschild said. ``Everything we do is measured.'' 

As an example, Mr. Rothschild cited furniture.com's nearly $30 million spending spree 
on print and television advertising in 1999, including spots during prime-time network 
programs such as CBS's ``60 Minutes'' and FOX's ``Ally McBeal.'' Mr. Rothschild 
believes such expense was unnecessary. 

One venture capitalist, Arbor Partners LLC of Ann Arbor, Mich., agreed with Mr. 
Rothschild's business model of not overpromoting to try to gain quicker returns. Arbor 
has led three rounds of venture capital funding totaling $6 million. 

Other participants included Hexagon Investments, Grand Haven and Ralph Wilson 
Equity Fund LLC. The latest round was $1 million in debt and equity financing in 
September, half of it supplied by management. 

``You keep looking at an investment to see if it is making progress,'' said Donald Walker, 
managing director for Arbor Partners. ``We felt that bulbs.com was making good 
progress. They focus on acquiring customers and retaining business. 

``A lot of dot-coms fell into that trap (of too much hype too soon),'' Mr. Walker said. 
Bulbs.com ``has done a marvelous job.'' 

Once customers find the Web site, Mr. Rothschild believes, the efficiency of the ordering 
system, which allows customers to see photos and other information on all products, and 
re-order system will keep them coming back. 

Earlier this year, bulbs.com moved distribution from Detroit to a warehouse at 100 
Beacon St. in Worcester that was previously occupied by furniture.com. About 83 percent 
of the customers to whom lighting is shipped are businesses and 17 percent residential. 

Mr. Rothschild, 44, a Worcester native, graduated from Norwich University in Northfield, 
Vt., in 1980 with degrees in economics and business. As he was purchasing Empire 
Furniture, he became intrigued by the business possibilities of the Internet. Furniture.com 
was an outgrowth of a service he and co-founder Mr. Katz created for Empire. 

``It was a new channel of going to market,'' Mr. Rothschild said. ``It's a powerful tool that 
when used appropriately is a way to get the edge over competition.'' 



Plenty of dot-coms have failed. But while Mr. Rothschild declined to reveal sales, he said 
bulbs.com may have its first profitable month in November or December -- once 
financial data are tallied -- and will be profitable next year. It has taken the company 
almost four years to reach this moment, but he believes the wait has been worth it. 

``What it comes down to is when you start a business, it doesn't matter how much money 
you have,'' Mr. Rothschild said. ``You don't know what is going to work and what isn't 
until you try it. So you may as well save your capital until it does work.'' 

bulbs.com 

Founded: 1999. 

Headquarters: 40 Jackson St., Worcester. 

Chief executive: Steven M. Rothschild. 

Business: Distributes lighting, mostly to businesses, over the Internet. 

Employees: 20. 

Customers: More than 8,000. 
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CUTLINE: Steven M. Rothschild, chairman, president and chief executive of bulbs.com 
in Worcester, with samples of lights his company sells over the Internet.


