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Introduction

This book isn’t about me, but I do want to give you a little
background so you know that I practice what I preach and
have some experience in the field. My story, in a nutshell, is
that I:
Left my finance job to found multiple eCommerce sites
Grew my eCommerce business portfolio to $1 million in
annual sales
Enjoy the lifestyle flexibility eCommerce offers, including
around-the-world travel
Made a lot of mistakes along the way

Picking a niche is usually the biggest hurdle most people face
when starting an online business. It’s possible to spend weeks
— even months — on the issue without coming to a decision,
which can be an incredibly frustrating and de-motivating
experience. I know, because I’ve struggled with the process
myself. I wrote this eBook to help take the confusion and
stress out of the selection and research process, and to help
increase the chances of picking a viable, profitable niche.
This material should be useful to existing merchants, too.
Whether it’s getting more traffic (p. 32), finding better
suppliers (p. 20) or emphasizing different products (p. 10),
this eBook should help owners get more out of their
businesses.

(If you’re interested in the details, you can read the full story
of how I got started on my blog.)
Pay special attention to that last bullet. I’ve had some
successes but have made plenty of mistakes, too — mistakes
that you will be able to avoid after finishing this eBook.
I hope this guide is helpful and wish you the best of luck!

	

Sincerely,
	

Andrew Youderian | eCommerceFuel.com
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C HAPTER 1

Anatomy of a
Great Niche

Before Getting Started
While it’s possible to make money online via a number of
businesses — blogging, software, affiliate marketing, etc. —
this guide is focused on picking a profitable niche for an
eCommerce site. That’s the model I know best and the
method I’ve had the most success with online. When I say
“eCommerce,” I mean a site that sells and ships physical
products to customers.
Most of the information in this guide can be successfully
applied to various online models, but keep in mind that it’s
targeted toward picking an ideal eCommerce niche.
With that said, let’s dive in!

Criterion #1: Pick a Niche
Where You Can Add Value
This is the MOST important criterion when selecting a niche,
and you’ll be hard-pressed to succeed online without meeting
this guideline. You’ll soon realize that all products, including
physical goods, are really information products at heart.
If you’re selling a physical good that someone else has
manufactured, you’re really selling a commodity. A customer
can likely buy the product at hundreds — if not thousands —
of other locations. So if I’m able to order Product X from

Amazon at an incredibly low price, you’d better have a
compelling reason I should order it from you instead — or
you’ll lose most sales. And if you try to compete with Amazon
(or anyone!) on price, I’d recommend you quit right now. You
will almost certainly be doomed to failure.
So how can we profitably sell a commodity online? The best
way is to solve our customer’s pre-purchase problems
by educating them with outstanding content. That’s a
bit of a mouthful, so let me give an example.
A few years ago, I wanted to install an in-wall stereo system in
the new home my wife and I were building. I wasn’t one of
those kids in high school with an ear-deafening, earth-shaking
sub in my car, so I know next to nothing about stereo
equipment.
I started searching online but was really struggling to
understand what I should get. Despite being someone who
prides himself on being able to bootstrap and self-learn most
topics, figuring out what equipment I needed was a pretty
steep challenge.
It’s crucial to note that my problem WAS NOT:
“I need some stereo equipment at a decent price.”
Instead, my problem was:
“I need stereo components that I know will work together
AND that I can install myself.”
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The vast majority of online retailers only addressed my first
problem. They had equipment, many with guaranteed low
prices, but most had terrible descriptions, poor pictures and
no guides or information on what worked together.
Then I came across Crutchfield, a well-respected audio/visual
retailer with one of the most educational websites online. It
had an entire section of its website dedicated to educating
customers on new equipment, DIY installs and more. As you
can guess, its product listings feature in-depth descriptions,
pictures and loads of reviews.

	


	


	


After going through numerous videos, guides and a few live
chats, I had a much better idea about what I needed. And
while I didn’t end up buying from Crutchfield at that point in
time (it didn’t have all the items I wanted), the site made a
huge impression on me. As a novice stereo guy, I’ll return
there if I ever need anything in the future and will recommend
the site to friends. Heck, I’m raving about it now in this
eBook!

charging $90 more than Amazon, it’ll still be able to sell tons
of these receivers.
Will there be people who utilize all of Crutchfield’s great
online resources and then go order the product on Amazon for
$90 less? Absolutely. But several people, many of whom may
even know the product is cheaper elsewhere, will still order
from Crutchfield.
By providing value to your customers and solving their
problems, you’ll bank up a lot of goodwill. People WANT to
repay those who helped them with an issue or problem. On
top of that, by offering tons of informative content, you
establish yourself as an expert in the field — and people like
buying from experts. Why? Because if something goes wrong,
customers can get expert help from someone who knows the
product. (Good luck getting Amazon to answer any questions
when you’re installing a new receiver you bought there!)
To be able to charge a premium for your product, you need to
offer SOMETHING of value to your customers. Because
everyone is often selling the same product, that something
needs to be the expertise, clarity and product information you
provide to your customers to help them make an informed
decision.

So here’s the point to the story: By really understanding the
problems its customers face — and by providing great
resources to help solve these problems — Crutchfield is able to
charge a premium. It’s currently selling a receiver for $494
that’s listed on Amazon for $405 — a $90 difference! Despite
6

Applying This to Our Search
Because the ability to add value is so crucial to finding a
profitable niche, it’s important to consider how easily we can
do this. For example, it will be much easier to add value
selling stereo receivers than socks, although it’s possible to do
so with both. To maximize the value we can add, we want to
look for niches that:
Are Confusing: The more complicated a product is, the
more room you’ll have to educate your customers and answer
their questions. When you remove the mystery from a
product — and educate customers so they know your product
will work exactly for their needs — they are MUCH more likely
to buy, especially at a premium price.
Examples of confusing niches might be home security
equipment, commercial water purifiers or home stereo
systems.
Require Multiple Components: Anytime a product
requires buying various components, customers (especially
those new to the field) will have no idea if the components will
be compatible. If you can clearly let customers know which
components work together and which don’t, you’ll be able to
add significant value.

the subject extensively, he likely doesn’t know that all
sprinkler heads are universal and will fit all piping on the
market. Telling him this up front and guaranteeing all
equipment ordered from you is compatible will make him
more likely to buy from you.
Require Complex Installations: Complex products that
are usually installed by the purchaser are RIPE for adding
value. Unless your customer base is full of DIY Tim Allenstyle handymen, they’ll likely be intimidated by complicated
installations. Offering an exclusive step-by-step illustrated
installation guide (available only with purchase, of course) is
an incredible way to add value and justify charging a
premium.
We spent a lot of time on this one criterion, because it’s the
most crucial one to get right. If you’re selling an existing
product online, you can’t compete on price. You may get tons
of orders, but you almost certainly won’t make much in profit.
To charge a premium — and to get customers to pay it — you
MUST offer something else of value to your customer.
Premium pricing, a topic we’ll cover in the profitability
section, is crucial to success and is rooted in providing value.

This works even for industries with universal compatibility,
sometimes even more effectively if your competition doesn’t
realize this is a confusion point. For example, unless a
customer for underground sprinkler equipment researches
7

Criterion #2: Targeting the
Right Type of Customers
All customers are NOT created equal. Being deliberate with
the audience you’re selling to can make a huge difference. A
few things you’ll want to think about when considering your
target customers:
Passionate Hobbyists: It’s incredible how much people
will do and/or spend on things they’re passionate about. Offroaders can easily spend more than $50,000 customizing
their vehicles. Fishermen will drop tens of thousands of
dollars outfitting a new bass boat. As a seller, you’ll quickly
learn that enthusiasts will invest an impressive amount of
time and money in their hobbies.

	


	


	


If you can find a customer base that’s passionate about a
hobby and then offer products and value to those
enthusiasts, you’ve got a great chance for success. You’ll likely
have an upper hand marketing your business, as it’s easy to
target hobbyists’ online hangouts and forums.
Those With a Problem: One of the first things I ever
bought online was an eBook called “Desperate Buyers Only,” a
guide on how to sell information products to “desperate”

customers. While I decided not to follow that model, the
premise is solid: If you can target customers who have a
serious, pressing problem and offer a solution, you’ll be able
to make money.
Disclosure: Selling to those with a “passion or problem” is a
tactic I’ve heard mentioned by Sterling & Jay. This is a
lesson drawn from my own experience, but I want to credit
them as well.
Business or Government Clients: Business and
government customers can be some of the BEST customers
you can find. They often order in larger quantities and,
depending on the nature of your product, are much more
likely to reorder on an ongoing basis.
Government and business clients are also IDEAL customers
when it comes to a strong value/premium price model. Often,
the individuals making the purchasing decisions aren’t paying
for the items out of their own pockets, so they aren’t as pricesensitive. If you’re able to offer value in a way that makes it
EASIEST for them to configure/purchase/install your
product, they’ll be very likely to choose you over your cheaper
competition.
Demographics (Sex, Age & Location): All three of these
are important to consider and can have a dramatic impact on
your business.
Sex: Men and women have very different online shopping
habits, detailed by this great Infograph. Women make the
8

majority of online transactions, but men are more
comfortable making larger purchases, spending 32% more on
average per transaction. So if you’re thinking of selling highticket items to a female market, you may want to reconsider.

for larger items. Make sure there’s ample demand for your
product within your own country. The best way to do this is
to use Google Insights.

Personally, I think eCommerce stores geared toward women
are a huge opportunity right now. Most entrepreneurs are
men, even more so online, and I believe they often overlook
women-focused niches.
Age: Age is important to consider in terms of dollars spent
and customer support issues. If you’re planning to sell jewelry
to young adults, I have some bad news for you: The 18 to 24
age bracket spends the LEAST of any demographic online.
Alternatively, you don’t want a clientele that’s too old if you’re
planning on running an efficient eCommerce business. One of
the benefits of eCommerce is that it’s scalable; online ordering
and well-designed automated systems can minimize the
personal attention required for many common tasks.
However, if you’re selling a product to an elderly customer
who isn’t comfortable using his credit card online and will
ONLY order via phone, it’s going to be much more expensive
to provide support and to scale.

Google Insights shows you the geographic search
volume for specific terms. Want to sell ‘crumpets’
online? You’d better be marketing to folks in South
Africa, New Zealand and the UK.

Location: This is a topic we’ll cover more in the “Demand”
section, but it’s worth noting here. As we’ll need to ship our
products to customers, it’s important that the majority of our
customers are domestic. Though international shipping has
become somewhat easier in recent years, it’s still MUCH more
expensive and involved than domestic shipments, especially
9

Criterion #3: Picking the
Right Types of Products
When it comes to selling products online, certain
characteristics will increase your chances of success. Let’s
discuss a few:

Sell Products With a
$100 to $200 Price Point

being equal — it would be in the $100 to $200 range. There
are many reasons why:
Scalability and Support: The $100 to $200 price range is
large enough for you to make a reasonable profit per order
(assuming your margins are good and you provide value)
without having to provide extensive personal phone service.
Most people won’t balk at placing an order for a $150 item
over the internet. This helps you invest up front in highquality content and mostly automate the ordering process
online, allowing you to scale easily and without significant
support and sale expenses.
When you get into higher price ranges, the number of people
willing to order without speaking to a real person decreases,
so you’d need to invest more in customer service.
You also need to offer much higher after-the-sale support for
expensive items. The level of support expected for a $1,000
product will be significantly higher than what it would be for a
$100 item.

Disclosure: My recommendation for a $100 to $200 price
point comes from personal experience selling items at all
prices. However, I want to acknowledge that Tim Ferriss
recommended a similar pricing “sweet spot” in his book, “The
4-Hour Work Week” LONG before this eBook was written.
I own eCommerce stores that sell everything from basic $5
cables to expensive $1,500 GPS-powered electronics. If I
could pick my “perfect” price point for a product — all else

Please don’t misunderstand me here; I’m not advocating
providing poor post-sale support to save money. Quality
customer support is CRITICAL to maintaining and growing a
happy customer base, which is vital for online success. But
while someone who spent $99 on an item might be satisfied
with a quality online troubleshooting guide, the customer
whose $800 product isn’t working properly will likely expect
your company to bend over backwards to fix it — and will be
disgruntled if he or she doesn’t get that level of support.
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Sales Volume and Margins: In most cases, you’ll move
significantly more $100 to $200 products than higher-priced
items. As the price of an item goes up, the conversion rate
often decreases, because people are more hesitant when it
comes to large-ticket items. This isn’t always the case, but it’s
what I’ve seen in my experience.
Now, this isn’t necessarily a bad thing IF you make up in
profit what you lose in volume. However, as items increase in
price, the profit margin on them typically decreases. While
you may make 20% on a $150 coffee machine ($30 profit), the
margin on a $1,000 coffee machine will likely be much lower,
possibly in the 10% range ($100 profit).
This is especially true for items that can be drop shipped from
wholesale warehouses. As the drop shipper doesn’t have to
buy the item up front (the warehouse owns it), it simply looks
at the dollar value per sale, which significantly drives down
the profit margin on higher-ticket items.
Also, the profit we indicated before is misleading, as it doesn’t
take into account the proportionally higher expense of credit
card fees on expensive items. If we assume a reasonable 2.5%
credit card fee on every transaction we process, the cheaper
coffee maker would incur a $3.75 fee, while the expensive
item would cost $25 to process! When we factor in these fees,
our profit is now $26.25 for the basic model and $75 for the
expensive one, a profit difference of almost 3x.

So, in order for this to make sense from a profit standpoint,
we need to sell three times as many basic models as we do
expensive models.
I’m not sure what type of circles you run in, but I personally
don’t know many folks ready to drop $1,000 on a coffee
maker! In a market like this, I would guess the base model
would sell 1o times the quantity of the high-end model. So,
our ACTUAL profits per items sold would look like:
10 basic units @ $26.25 profit = $262.50 profit
1 expensive unit @ $75 profit = $75 profit
Difference in profit: $187.50, or 150%
Now, I need to emphasize that this is NOT a real example. I
didn’t research this market and I don’t sell any coffee makers
online. I also don’t factor in the increased marginal cost in
processing 10 orders versus one, and I leave out the very real
possibility that a coffee shop can sell both models! There are
all sorts of technical holes I’m sure you can point out.
This wasn’t intended to be a 100% accurate case study. I
simply wanted to use this as an example, to walk through
some rough numbers on why it’s harder to sell really
expensive items and make money. Again, I’ve done both and
recommend sticking to items in the $100 to $200 range. It’s
usually easier to make money.
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As with all things in life, there are a few exceptions. In some
instances, it MAY make sense or be viable to sell items at a
higher price point. They are:
If the manufacturer maintains strict pricing:
Manufacturers understand how margin erosion can affect
retailers and some will maintain strict Minimum Retail Prices
(MRP), effectively creating a floor on how low prices can go.
If they’re effective at enforcing this pricing policy (by cutting
off retailers that break it), it’s possible to sell higher-priced
items with healthy margins and possibly make up for the
reduction in volume with reasonable profit levels.
If you have a unique price advantage: The advantage
that most readily comes to mind is not having to charge sales
tax. If you’re selling big-ticket items, and most of your
competitors are major retailers, you may be able to use the
current tax laws to your advantage.
Currently, the only time an online retailer has to charge sales
tax is if your customer is in the same state as you. If most of
your competitors are large brick-and-mortar stores that are
also online — and have stores in several states — they will
likely be required to charge sales tax on many customers.
An 8% sales tax is a nuisance when you’re paying for dinner.
It becomes a major, potentially decision-making cost when
you’re selling a $1,500 item, as it represents a $120 difference
in cost to the customer!

Sales tax is a sticky issue and it’s not something you want to
build your business around. Laws change, and the sales tax
holiday many online retailers have been enjoying is under
close scrutiny by lawmakers. And if you’re depending solely
on your tax-advantage status, you’re likely offering little value
to your customer other than price, which we’ve discussed is a
dangerous model. While I wouldn’t build a business around
it, it’s something to keep in mind if you venture into higherpriced goods.
Marketing and Customer Numbers: Apart from adding
value, the ability to market your eCommerce site is the most
crucial factor in determining success. One of the best
marketing strategies available, especially online, is a sterling
reputation.
There’s no marketing tool as effective as a loyal, happy — and
vocal — customer base. Word-of-mouth referrals are the most
powerful form of marketing. Think about it: How much more
likely are you to try a product and/or business if a trusted
friend recommends it? In today’s world of hyper-connectivity
and social media, a happy customer base is powerful.
But if you’re selling really expensive items, you’ll likely have
few sales. Fewer sales mean fewer customer interactions,
which result in fewer recommendations and brand fans.
Fewer customer interactions, especially early on, mean it will
take longer to REALLY get to know your market and the
problems/issues your customers face, and thus longer to
reposition your business and products to best serve your
12

niche. Fewer customers and orders also dampen your
motivation. Regardless of the financial impact, I
GUARANTEE that 10 orders for $100 is more motivational
than one order for $1,000. In the early days, staying
motivated can be a huge issue, and steady order volume can
be amazingly helpful.
With a lower-priced product, you’ll have more customers,
which translates to more fans (if you do things right!), more
repeat customers, more recommendations, more niche
insights and more motivational orders.
Content Creation: Generating unique, customer-created
content is also much easier with a large customer base.
Generating customer product reviews is one of the pillars of
creating a value-packed, information-rich website. With
fewer customers, it’s much more difficult to generate a
significant number of reviews.
Testimonials are also important, especially for new businesses
that are trying to gain trust and build a reputation. By now, I
think you know where I’m going with this: fewer customers,
fewer testimonials. If you do sell high-end products, you’d
better get some incredible “You changed my life!” testimonials
to make up for the difficulty in getting a decent number of
them.

Sell Products That Require
a LOT of Accessories

It’s a common misconception that retailers make piles of
money off expensive items. They don’t. If you go to Best Buy
and purchase a $600 television, the store is likely making 10%
(probably less) on the item, and this is before it pays 2.5% to
process your Visa payment. Large-ticket items, especially
electronics, tend to have much smaller margins.
Accessories, on the other hand, enjoy HUGE markups. Say
you need to buy a new HDMI cable to go with that massive
flatscreen you just bought, which you’d likely pay $30 for in
store. You’re probably not even thinking about the cost of the
cable; what’s another $30 on top of the $600 you just spent?
Well, think again. That cable likely cost Best Buy $5, which
translates into a 500% markup.
With just two or three cable sales, Best Buy probably makes
JUST as much money as it does on a $600 big-screen sale!
How crazy is that! And I guarantee it moves a lot more cables
than big-ticket TVs.
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So, your two choices are:
Big-Ticket Items: 10% profit margins
Accessories: 100% to 1,000% profit margins
Can you see the advantage of having an accessory-heavy sales
approach with your niche?
People tend to be price-sensitive the more expensive an item
is but they rarely focus on the markup. Let’s take the $600 TV
from Best Buy. Many people in the market for a new TV,
especially if they know the model the want, will spend HOURS
searching for the store with the lowest price on the item. They
reason,
“This is a BIG purchase, and I want to save as much
money as possible! I’m going to do my research.”
They ultimately pick the retailer with the lowest price on the
primary item they’re looking for. But what percentage of
people do you think compare prices on accessories they’ll
need for it — the HDMI cables, wall mount, etc.? Not many.
Most will simply buy these items where they buy the big-ticket
item. Comparison shopping for four to five accessories and
determining the lowest price for the bundle is much more of a
hassle than simply looking for the single price of the main
item. So most consumers don’t bother.
And this is why selling products that require lots of
accessories is so attractive. Customers are much less pricesensitive when it comes to a large number of lower-priced

accessories, which enables you to easily charge a premium on
these, especially if you’re offering value in other ways, too.
Selling accessory-rich items not only allows you to sell items
with higher margins, but will also likely increase the number
of items you’ll be able to sell per order, further increasing your
profit.
Accessory-rich niches are a GREAT way to make money.
Combined with a high-value website, they can be a key
strategic element in building a profitable eCommerce site.

Sell Products With Low Turnover
We’ve already discussed how adding value to your products is
crucial for a successful eCommerce site, which involves
product listings with detailed descriptions, reviews and great
pictures. This all takes time, but it’s a great long-term
investment ... unless 50% of your products are discontinued
or replaced each year. If this happens, you’ll barely have time
to get a new product up on your site and marketed before it’s
no longer available for sale!
When looking for a niche market, we want to pick a product
line that’s fairly consistent and stable from year to year. ALL
markets will have models discontinued and introduced every
year, but we want this number to be fairly low, so we can
invest time in creating great product listings that we know will
be useful for years to come.
14

Sell Products From
Quality Manufacturers
This can be tricky, especially when you know nothing about a
market, but you want to pick a niche that has at least one
(preferably more) well-known manufacturer with excellent,
quality products. Well-known manufactures usually create or
have:
Great websites with numerous product specs and
pictures
A respected brand that will help drive sales
Longer product warranties and reps that can help
answer questions, both for you and your customers
A higher likelihood of enforcing minimum retail pricing,
which will preserve margins and make it easier to charge
a premium
Proof that the market is large enough to justify a major
manufacturer
If you’re seriously considering a market, do some digging on
the manufacturers behind the products. Check out their
websites. Chat with sales reps at other retailers and
wholesalers to get an idea of what brands are most respected.
Hopefully you’ll be able to identify a few major players in the
space.

If you have problems finding major players, or if you come
across lots of small players with really poor websites, be wary.
There’s likely less of a market than you think, and it would be
harder to learn about/market/add value to the products you’d
be selling.

Sell Small Products
All things equal, I’d much rather sell small physical products
than large ones due to the shipping costs involved. Smaller
products cost less to ship, so it’s easier to offer free shipping
to your customers and it reduces the cost for returns.
If/when you decide to move from a drop-shipping model to
purchasing your own goods, it’s cheaper to do so with smaller
items for two reasons: It costs less to ship items to your
fulfillment house, and you pay lower storage fees.
Finally, small items allow you to offer expedited delivery
much more easily. Selling watches or necklaces? Overnight
delivery is a bit more, but not prohibitively expensive for your
customers. But if you’re selling 8-foot rowing paddles, your
customers are going to be shocked when they realize it’s $140
to get them overnighted.
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Sell Something That’s
Hard to Find Locally
If you needed to buy candles for a special
evening with your significant other, where
would you go? Serious romantics might
head to Bed, Bath & Beyond or a Hallmark
store. The more pragmatic and cost-minded
folks (myself included) might be more
inclined to simply visit Walmart.
But say you wanted to buy a medieval sword replica or a home
brewing kit. Your local big-box stores likely won’t stock those.
While you might be lucky and have a speciality medieval or
home brew shop in your community, chances are just as good
you don’t. So where would you turn next? Probably the
internet.
Picking a niche product that’s difficult to find locally will
increase your chances of success online, but you have to walk
a fairly fine line. Ideally, we want a niche with sufficient
demand to bring in customers and support a profitable
eCommerce business, but that’s specialized enough that its
products aren’t widely sold in most local communities.
Tricky, isn’t it? It can be a tough balance to find, but once you
do, it’s a real sweet spot in the market. We’ll discuss how to
measure demand in a future section. For now, simply keep in
mind the “Difficult to Find Locally” criterion.

Sell Something That
You’re Interested In
If you can find a niche that meets most of the other criteria
AND you’re excited about the niche, that’s fantastic. But of all
the criteria for picking a profitable niche, I think this is the
least important. In fact, I almost didn’t put it in here. People
often repeat the cliché:
“Just follow your passion and you’ll be successful!”
Unfortunately, there are thousands of liberal art and
philosophy majors who will attest that this isn’t always the
case.
Is passion important? Absolutely. Is it highly correlated with
success? Definitely. But in terms of picking a profitable
eCommerce niche (please recall the title of this book),
personal “passion” is a poor way to make a decision.
Mark Cuban, the colorful businessman and owner of the
Dallas Mavericks, has a great post on this where he says:
“‘Follow Your Passion’ is easily the worst advice you could
ever give or get ... [I]f you have been able to have some
success, what was the key to the success? Was it the passion
or the effort you put in? ...
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Let me make this as clear as possible:
1. When you work hard at something you become good at
it.
2. When you become good at doing something, you will
enjoy it more.
3. When you enjoy doing something, there is a very good
chance you will become passionate or more passionate
about it.”
- Mark Cuban
When I started TrollingMotors.net, I had zero interest in
trolling motors. I had never used one in my life! But a funny
thing happened as I grew the business, sold motors and got to
know my customers: I became really interested!

	


	


	


Driving down the highway, I’d see a trailered boat with a
trolling motor and think, “Wow! That’s a Minn Kota Fortrex!”
On the phone with customers, I’d curiously ask what they
thought of the new motor they bought and how much runtime they got out of their previous motor.

Slowly, I became passionate about trolling motors and the
people who used them. The larger the business grew, the
more passionate I became. Ask yourself this question: Given
two options, would you rather own:
1) A business based on [insert your passion here] that only
made $300 a month?
- OR 2) A water purifier business that made enough to support you
full-time and allowed you to live anywhere in the world?
When you’re successful at something, you naturally become
passionate about it. It’s how life works. I don’t care if it’s
water purifiers or cow manure; if it brings you success, I
PROMISE you’ll learn to become passionate about it at some
level.
The goal is to pick a niche with a high probability of success
online and pour a ton of time and effort into that. You don’t
need to be passionate about the product at the beginning, but
you MUST be passionate about the process and the outcome.
You DO need to be passionate about growing your business.
And by the end, you’ll almost certainly be passionate about
both the business and the product you’re selling.
That said, if you can find a niche that not only meets most of
the criteria we discussed and is something you’re passionate
about, by all means jump at it! It will make the early days of
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work easier, as you already have an interest in the niche. You
will be able to add more value as you likely have a fair amount
of knowledge in the field. And you’ll have a leg up with
marketing because, as an enthusiast yourself, you know what
problems your customers have and what’s important to them.
You may even belong to their organizations or clubs.

products if I’d agree to receive them on a regular basis, say
every month. It knew I’d be needing more protein powder in
the future and wanted to increase the chance I’d buy it from
Amazon. Dangling a discount to entice me to order on a
regular schedule was brilliant.

But if you’re like most of us who can’t find a profitable niche
that we’re also passionate about, fear not. You’re in good
company. Don’t worry, you’ll be passionate about it before you
know it!

Sell a Disposable or Consumable Product
Nothing is sweeter than repeat customers. Once a customer
has ordered from you, he or she is significantly more likely to
order from you again, assuming you did a great job with the
first order. If you can combine happy customers with a
product that’s disposable and/or consumable, you’ve got a
recipe for a GREAT recurring income stream.

	


	


	


	


Amazon recognizes the value in recurring revenue from
people who buy disposable or consumable items. You should,
too. Finding a product that needs replacing on a regular basis
is a great way to rapidly grow a business and revenue.

I’m a fairly tall guy but have always been pretty lean. This
spring I decided to make it a priority to build some muscle
mass. Part of my plan was changing my diet, which included
incorporating protein shakes into my daily routine.
Off I went to Amazon to sort through the dozens of protein
powders available. As I searched, I noticed something
interesting: Amazon offered a discount on many of the
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An Important Disclaimer
We covered lots of important information in this chapter!
Keeping these criteria in mind will significantly increase the
chances that the niche you choose can help you build a viable
eCommerce site. However, it’s important to keep the
following in mind:

Up Next
There’s one last important criterion we need to consider when
picking a niche, and that’s ensuring we can actually GET the
product we’re selling. Finding quality suppliers is critical to
the success of any eCommerce venture. Due to the
importance of this topic — and the large number of issues to
consider — I’ve dedicated the next section to finding and
evaluating suppliers.

“There are no perfect niches. They don’t exist.”
We discussed the various facets of a good niche, all of which
are important. But let me warn you now: You’ll never find a
niche that fulfills them all. If you try, you’ll spend 18 months
researching ideas, go crazy with indecision and never actually
start a business. Keep this in mind and you’ll be in much
better shape when it comes time to filter your ideas using our
criteria. We want a niche that meets as many of our criteria as
possible, while understanding that we’ll never find one that
fits them all.
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C HAPTER 2

Finding and
Evaluating
Suppliers

Finding good GREAT suppliers is hugely important when it
comes to launching a successful eCommerce business. You
can pick the best niche in the world that meets just about
every criterion we discussed. You can have a passionate,
spendthrift audience who’s just dying to buy from you. You
can have the slickest, highest-converting website online. But
if you can’t source your product — or if your suppliers don’t
have their stuff together — success will be difficult to achieve.

However, this is often a poor choice if you’re just starting out.
Most major manufacturers will require large initial orders —
in the $10,000 to $50,000 range — as well as minimum
annual purchase agreements.
If you’re new to eCommerce, this is a bad idea for numerous
reasons:
You likely don’t have $50,000 in extra capital

How to Source Products

Even if you did, you wouldn’t want to tie it up in inventory

Before diving too deep, I want to cover some key concepts and
terms that you might not be familiar with. There are a few
different ways you can obtain products to sell:

You have no idea what items are popular, sell well and
have great profit margins

Make It Yourself: This is not a path I recommend unless
you’ve come up with a brilliant new product with proven
demand that currently isn’t on the market. Even then, it’s
difficult to be successful in both manufacturing and retail
sales. They require very different skill sets. It’s not
impossible; it just takes more work and dilutes your efforts.
Unless you have a machining shop in your backyard or
relatives who manage a Chinese manufacturing plant, I
recommend staying away from trying to manufacture your
own products to sell.
Buy Directly From a Manufacturer: If we followed the
guidelines of selecting a niche with at least one quality major
manufacturer, we can purchase product directly from the
source.

You’ll have to pay to store all of this product in a
warehouse
Buying directly from large manufactures is tricky, even once
you’ve created an established business. So what’s the
alternative? Buying from wholesalers.
Wholesalers, Your Best Option: Wholesalers are
warehouses that stock products from a number of different
manufacturers in order to resell them to retailers. They
usually (but not always) operate within a certain industry:
sporting goods, electronics, etc. They’re your best bet for
sourcing products, because their minimum purchase
requirements are much lower, and they stock products from
multiple manufacturers.
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Drop Shipping
Buying from wholesalers gives you two options: You can
purchase items from the wholesaler, store them yourself and
then ship them to customers as orders are received, OR you
can drop ship. Here’s how drop shipping works:
Say you just received an order for a wood-splitting axe from
your new online store, PaulBunyanAxes.com. You don’t have
the axe in stock, but you know that your wholesaler does. So
you simply forward your customer’s order and shipping
information to your wholesaler. The wholesaler boxes up the
axe, ships it to your customer (with your business’s name on
the box) and charges you for the item. You, in turn, charge
your customer and pass along the tracking information.
It’s a great model! The benefits of drop shipping are:
You don’t have to invest large sums of capital in inventory
The only time you buy inventory is when you know you
have a sale to fulfill
You don’t have to pay for or manage a warehouse and/or
shipping and fulfillment
Your overall risk is greatly reduced
It allows you to run your business from anywhere

Now, drop shipping isn’t the end-all-be-all of product
sourcing. There are a few downsides, including:
Lower margins
Increased competition due to the lower barriers to entry
Less control over fulfillment quality
While all are legitimate concerns, I think drop shipping is still
a great choice when starting out. Our primary goals when
starting a new site is to limit downside risk and prove
market viability, both of which are easily accomplished
with drop shipping.
Once your business gains some traction, you can always move
toward stocking and fulfilling your own products if it makes
financial sense. However, this isn’t always the case. I own
mature businesses that do hundreds of thousands of dollars a
year in sales that still utilize drop shipping as their primary
fulfillment method. The savings I’d realize from buying in
bulk and/or from the manufacturer just don’t offset the
increased cost and inconvenience of managing a warehouse or
setting up a fulfillment center.
The last issue — fulfillment quality — is arguably the biggest
downside to drop shipping and the reason that finding quality
suppliers is so important. We’ll talk about this next.
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Identifying GREAT Suppliers
Timely, professional fulfillment is critically important to your
eCommerce success. It’s frustrating for you as a merchant
when your suppliers forget to process orders, send incorrect
items, ship to the wrong place or simply do a poor job
packaging your products. It’s awful. And although it’s not
your fault, you are the one the customer blames. Nothing is
worse than having to claim responsibility for someone else’s
mistake.
Just like niches, there are no perfect suppliers, and all will
make mistakes at one point or another. However, you can
drastically improve your chances of partnering with a great
supplier by following these guidelines.

Great Suppliers Invest in Technology
Automation, efficiency and scalability are really important,
especially as you grow your business. Having a supplier with
solid systems in place will reduce the number of processing
errors, make ordering easier and allow you to stay on top of
inventory shortages. Look for suppliers with:
Detailed, information-rich websites
Real-time warehouse inventory feeds
The ability to place orders via email and web
The ability to cancel orders via email and web

Great Suppliers Have Experienced,
Personal Sales Reps
It’s hard to overstate how important it is to have dedicated
sales reps who understand their industry.
All of us have called up some big corporation, bank or credit
card company with a problem, only to be passed around to
three or four other people, forcing us to repeat our complaint
ad nauseam. Often, the issue isn’t resolved, and no single
individual is responsible for taking care of the issue.
Unfortunately, one of the suppliers I use is like this. Its an
enormous operation with dozens of warehouses across the
United States — which would be great, except that its
customer support is AWFUL. It refuses to assign us a
competent, dedicated sales rep, and every time we have a
problem, we get passed around to three or four people who
are all trying to pawn us off on someone else.
Because of this, we primarily use another supplier for this
niche market. Though it’s a bit more expensive, it offers
GREAT service. If there’s a problem, I call one person who
makes it her goal to get the issue resolved. It makes our lives
100 times easier: Fewer mistakes get made, we have more
satisfied customers and the supplier gets hundreds of
thousands of dollars of revenue because of it. The only time
we use the other supplier is when our primary supplier
doesn’t have an item in stock. (And even then, we cross our
fingers.)
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Having a rep who knows the industry inside and out is a huge
plus as well. Especially early on, you’ll have MANY questions
as your learn about your new niche and the products. An
experienced sales representative can be an invaluable teacher
whose expertise will help answer your customers’ questions.

Great Suppliers Offer Shipping Flexibility

every morning will result it longer shipping times for
customers.
International Shipping: Some warehouses will be happy
to process international shipments at no charge. Others will
charge a small fee. Some won’t touch them. It’s important to
know where they stand, even if you aren’t planning on
shipping internationally right away.

Great Suppliers Don’t Charge Big Fees

The following are important to consider before selecting a
supplier:
Location: Is the supplier’s only warehouse in Seattle? That
might be convenient for West Coast shipments, but it’s not so
great for your East Coast customers. Centrally located
warehouses in the Midwest are ideal, as most ground
domestic shipments will arrive within three days.
UPS and USPS Pick-up Times: Warehouses with late
pick-up times are wonderful, because your customers can
place an order in the early afternoon that can still ship the
same day. UPS or USPS shipments that only go out at 11

Drop-shipping fees are fairly common, and for good reason: It
takes effort for a wholesaler to invoice, pack and ship a single
item. Wholesalers make most of their money on larger
companies that order in bulk, so they will usually charge a
processing fee for smaller orders.
I’ve seen these fees range from $2 to $10 per order, so it’s
important to know these up front. If you’re selling items in
the ideal $100 to $200 price range with 20% margins, a $10
per-order fee is going to inflict carnage on your profitability.
The fees can kill you. You can often negotiate fees with
suppliers up front, asking for reductions as your volume
increases.
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Great Suppliers Take Credit Cards

Use Multiple Suppliers
If I had to pick one key consideration regarding suppliers, I’d
say this is the most import. Being 100% dependent on a
single supplier is very dangerous. What happens if it goes out
of business? Or decides you’re too much hassle and cuts you
off? Having multiple suppliers for your niche offers several
advantages:

This one isn’t a deal breaker, but it’s really nice to have. I love
suppliers that will take payment via credit cards, and most
drop shippers will. Why? It helps manage your cash flow a
bit, but more important, you can rack up some serious
rewards.
I spent much of 2011 traveling around the world, paid for
largely by the frequent flyer miles and reward points I
accumulated through drop shipping (see photo below).

Reduces risk. As I mentioned, you never want to put all
your eggs in one basket. Having multiple wholesalers doesn’t
leave you at the mercy of a single warehouse.
Reduces fulfillment problems. Managing what’s
available and what’s out of stock is one of the biggest
challenges with drop shipping. Having two suppliers with
similar product lines dramatically increases the chances that
the product your customer ordered is in stock, and that you
don’t have to call him or her with frustrating and
disappointing news.
Shipping flexibility. If your suppliers are in different
geographic areas, you’re able to offer expedited shipping
simply by routing the order through the closest warehouse.

	


	


	


Leverage and pricing power. Competition is always a
good thing for the customer, and it’s no different when it
comes to wholesalers. As your business grows and your order
flow becomes more valuable, you can use your leverage to get
better pricing from your wholesalers, especially when they
know they’re competing for your business.
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Researching Suppliers
Most of the criteria we’ve discussed can be determined fairly
easily — the supplier either takes credit cards or it doesn’t —
while other considerations won’t be as obvious right away.
That’s why it’s always a good idea to:
Place a few small test orders. A $50 investment is a
small price to pay to get a sense of the quality, speed and
professionalism you can expect your customers to experience.
Ask for customer references. Speak with a few of the
supplier’s existing customers, preferably the larger ones, for
insight into what you can expect down the road.
Chat with a sales rep. Spending five to 10 minutes on the
phone with a sales rep is a great way to gauge the level of
service you can expect and how much knowledge the reps
have about the industry.

Where to Find Suppliers
Now that you know what to look for, it’s time to start looking!
Unfortunately, finding quality suppliers can be a bit of a
challenge.
The wholesale and drop-shipping markets are rife with scams,
con men and low-quality information. There are dozens of
“wholesale lists” being sold by disreputable sites looking to
make a quick buck, so be VERY cautious of lists you might

find online. I would advise you to stick to the few places I’ll
recommend.
Contacting the Manufacturer: If you know the product(s)
you want to sell, you can often call the manufacturer and ask
for a list of wholesale distributors where you can buy its
products. This doesn’t always work, but when it does, it’s the
best way to get a comprehensive list of legitimate wholesalers
in the field.
Searching on Google: Wholesalers are generally pretty
poor at marketing and advertising, which may be why they
chose the wholesale business instead of retail! For this
reason, it can be tricky to find them sometimes.
If you do a Google search for “[niche product] wholesaler,”
the first 10 to 20 listings are likely going to be either spammy
supplier lists or companies that CLAIM to be wholesalers but
are actually retailers looking to sell to you at a tiny discount.
Again, wholesalers usually aren’t great at marketing/SEO/
building a top website, so you’ll need to do a little digging.
For our wholesaler Google search, you’ll likely need to sift
through the first 10 pages of listings. After sorting through a
LOT of garbage, you may find a few sites that appear
legitimate. Legitimate wholesalers will:
NOT sell to the general public
Require a business license and often a reseller’s permit
Not show their prices until you’ve signed up
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NOT charge an account activation or sign-up fee (but they
may have a minimum first order amount)
Order From the Competition: If you’re having problems
finding a wholesaler for a specific market and you think
existing retailers might be drop shipping, simply place an
order from them! When you receive your order, Google the
return mailing address, which will tell you where the item
came from. If the company is drop shipping, this will lead you
to the warehouse/wholesaler it used to fill your order. Note: I
gleaned this tip from Tim Ferriss’ “4-Hour Work Week” and
can’t claim credit for it myself.

a great way to come up with niche ideas that you know have
wholesalers.
I’ve purchased a membership and can endorse it as a quality
product and a good investment. 	


Up Next
We’ve covered how to identify great niche ideas and what
makes a quality supplier, but our next topic is just as
important: ensuring there’s actual DEMAND for your
products — enough to build a viable business.

Pay for Access to a Wholesale Directory: Among the
many spam lists and bogus wholesale products is one
directory that’s widely regarded as a quality, genuine
wholesale resource: the WorldWideBrands* wholesale
directory.

	


	


This paid resource is a searchable database of thousands of
drop-shipping wholesalers. It’s not cheap ($299 for lifetime
access) but it’s a great resource, particularly if you haven’t
picked a niche yet or are having a hard time finding
wholesalers. One of my favorite ways to use it is for
brainstorming. Scanning the thousands of categories listed is

* Disclosure: This is an affiliate link, which means that if you buy
access after using this link, I’ll receive a commission from World Wide
Brands. I only use affiliate links for products that I have personally
used and can recommend. For more information, please see my
affiliate link policy.
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C HAPTER 3

Measuring
Market
Demand

Demand is important. Really, really important. Without a
large group of people who want your goods, you’re doomed.
You can do everything else perfectly and still fail. So it’s
crucial to ensure there’s legitimate market demand for your
product before investing time in building your business.

Log in: I’ve heard it said (by Rob) that if you’re not logged in
to your Google AdWords account when using the tool, you’ll
get incomplete or inaccurate results. I’m not sure if this is a
legacy issue, as I wasn’t able to re-create the problem, but it’s
probably best to play it safe and log in.

Though you can measure demand online a few different ways,
the Google Keyword Tool is by far the most popular and
commonly used. We’ll be discussing this method.

If you don’t have a Google AdWords account, get one. It’s free
to sign up, and you’ll be using the service — if only for a short
time — when you first launch your eCommerce site.

The Google Keyword Tool
The Google Keyword Tool shows us how many people are
searching for a given term on Google and provides search
volumes for related terms. As Google is the most popular
search engine with approximately 70% of all search volume,
this tool can give us a pretty good sense of the potential size of
a market.

Take Notice of the “Closely Related” Box: When you
first start, make sure the box that says, “Only show ideas
closely related to my search terms” is checked. Otherwise,
you’ll get a bunch of “related” keywords that are sometimes
relevant and sometimes not.

	


Important Keyword Tool Settings
But hang on! Don’t go and build that “clown wig” business
just yet based on the 60,000 search volume results you pulled
up for that phrase. There are some important nuances and
settings you need to be aware of when using the tool.

Unchecking this box and running the same searches is a good
idea, especially when you’re in the keyword research phase,
because it can help you identify other important search
phrases to target. It’s also a good idea to do now (when you’re
measuring demand) to see if there are other side niches or
phrases you didn’t think of. Just make sure you do it BOTH
ways so you don’t miss anything important.
29

Focus on Local Results: If you’re searching for an
eCommerce niche where you’ll be shipping products to
customers, you’ll want to focus on the “Local Monthly
Searches” instead of the “Global Monthly Searches.” As the
name implies, the global results will show you worldwide
search queries. Local results will show you the results for
your region or country, and these are the ones you’ll want to
target.

Understanding Match Types
The most critical concept to understand when using the
keyword tool is the different “match types” that you can select
using the box on the left. These include broad, exact and
phrase match types.
Broad Match: As the name implies, broad match will report
the number of searches that used your term in as broad a
sense as possible. For example, if we’re using the search term
“clown wigs,” the number of search queries reported would
include the following searches:
	


“does a clown wear a wig?”

	


“rodeo clown burns his wig at event”

	


“clown wig stores”

When you use broad match, it’s hard to know the intent of the
search, because the results include ALL searches using your

keywords, including searches with extra words and where
your keywords aren’t right next to each other. Of the three
searches, only the “clown wig stores” search would likely have
commercial intent.
Because of the sweeping and potentially misleading nature of
broad search, it’s dangerous for estimating the size of a
market.
“Phrase Match”: Phrase match will report searches that
used your phrase in the order you specified and is indicated
by placing quotation marks “ ” around your keywords. Phrase
match for “clown wig” would match search results for:
	


“clown wig stores” <or>

	


“Why does my mom always wear a clown wig?”

but would NOT match:
	


“does a clown wear a wig?” <or>

	


“rodeo clown burns his wig at event”

because the two terms are not right next to each other.
Phrase match is slightly better than broad match, but still
leaves room for misinterpretation and incorrect conclusions.
For example, it would match the previously mentioned “Why
does my mom always wear a clown wig?,” which would not
be a search we’d want to target for a new eCommerce store
(not to mention the concern raised for the poor kid with a
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circus mom). That brings us to the final match type, exact
match — the one you’ll want to use.
[Exact Match]: Exact match will ONLY match searches for
the exact phrase you entered and is indicated by brackets [ ]
around your keywords. For our example, “clown wig,” it will
provide search volume for one term:
	


“clown wig”

That’s it. Nothing else. This is the only match type where we
know exactly what the user searched for. Now, exact match
isn’t perfect, and obviously ambiguity remains. A searcher
could enter “clown wig” simply to find a picture for a
Halloween presentation, which wouldn't be one of the
commercial searches we’re trying to identify. But between the
two searches,
	


“clown wig” <and>

	


“Why does my mom always wear a clown wig?”

the exact match search is much more likely to be
commercially intended. While it’s not a perfect gauge, it does
filter some noise and is the match type you should primarily
use when attempting to measure a market.

Analyzing the Search Data
Now that you’re a Keyword Tool ninja, let’s talk specifically
about what you should be looking for in all that data.
Niche Keyword Volume: This is a nuanced area, because
there is no perfect or right search level that indicates a failproof niche. However, there tends to be a sweet spot when it
comes to niche markets.
If the niche is really large, you’re going to face significant
competition. The keyword “laptops” gets 165,000 exact
monthly searches, but would be one of the worst markets you
could enter. Tons of competition. Awful profit margins. Too
many entrenched sites on page one of Google that would take
years to beat in the search rankings. Plus, it’s a pretty broad
term, and we’re looking for niche.
On the other hand, we don’t want to be TOO niche. We could
almost certainly dominate the “squirrel leash” market, but in a
niche with 12 exact searches a month, we’re not going to make
much money — even at #1 in Google.
I obviously presented two extremes, and we want to be
somewhere in the middle. I like to target niches that have a
minimum of 3,000 to 5,000 exact match searches for the
primary or “money” keyword. If you want to get into, say, the
lawn chair business, you’d want to see volumes for [lawn
chair] and [lawn chairs] with at least 3,000 exact monthly
searches. (Make sure you look at volumes for both the
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singular and plural versions, as they’re often substantially
different.)
This 3,000 to 5,000 range isn’t set in stone, but for me it’s the
minimum level needed to have a shot at making some real
money from a niche. Exact-match values on your money term
in the 15,000 to 25,000 range are even better for long-term
potential, but may take more time to become established (i.e.,
build up free traffic with Google via SEO), since the
competition will be stronger for those terms.

traffic for a specific term. In earlier times, a #1 ranking would
have entitled the site owner to 50 to 70% of overall search
traffic, but unfortunately those days are long gone.
Recently, Google has become a lot more aggressive about
placing paid ads ABOVE its organic (or non-paid) search
results. Even if you’re the #1 organic result for a term, you
still often have to compete with up to three ads placed above
you for traffic. Thanks, Google.

These guidelines are very subjective and are offered as a
starting point. Search volume on the money term is only the
tip of the iceberg.
The Value Is in the ‘Long Tail’: Examining search
volumes for your primary keywords is a great way to gauge the
relative size of a market, but it’s a really inaccurate way to
estimate how much traffic you might receive for a number of
reasons.
The Google Keyword Tool tells you how much search volume
exists for a specific term, but not how much you can expect to
receive for a specific ranking in Google. Lots of people think a
#1 Google ranking for a popular keyword is a ticket to traffic,
profits and eCommerce bliss. Unfortunately, this isn’t the
case.
I have a number of sites that rank #1 in Google for fairly
competitive search terms, and I can tell you from experience
that most #1 rankings in Google will get 25 to 30% of the
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Many beginners also assume that most of their traffic for a
specific industry — lawn chairs, say — will come from their
top one or two primary keywords. My experience has taught
me that the primary industry terms will generate about 10 to
20% of your overall traffic, assuming you rank fairly well for
them (e.g., in the top five on Google).

fair number of applicable long-tail keywords with decent
search volumes. Returning to our “wigs” example, check out
the search results below:

Yes, you read that correctly: 10 to 20%. It’s a surprisingly low
number, which is why it’s dangerous to get caught up in
focusing too heavily on a single keyword. The REAL value —
and potential for significant traffic — is in the long tail.
“Long-tail” traffic refers to the modifiers people add to their
search terms. For example, “lawn chair” would be a primary
first-tier keyword, also called the money term or head. A
search for “reclining cushioned lawn chairs” would be
considered a long-tail term, as it includes the primary term
plus specific, detailed criteria.
Long-tail traffic is the GOLD of the search world, for a
number of reasons:
It will generate anywhere from 70 to 90% of your traffic
It is more specific and nearly always converts into sales at
a higher rate than the primary terms
It is typically easier to rank for long-tail terms in Google
than for primary terms
So when examining the search volumes for a specific niche,
we really want to see niches with depth. By depth, I mean a

“Wigs” obviously has the highest volume with 74,000 local
searches, but there are many long-tail keywords with fairly
significant volumes that follow, including “lace front wigs”
with 22,000 (⅓ the volume for “wigs”) and “human hair wigs”
(¹⁄₅ the volume for “wigs”).
If there were some long-tail terms with drastically lower
search volumes (say only 5% of the primary phrase), they
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would indicate a shallower market with less demand and less
potential to build high-quality traffic. Seeing several long-tail
keywords, especially with search volumes that represent a
substantial percentage of the primary volume, is a GREAT
sign.

Back-of-the-Napkin Analysis
Short of actually starting a business or getting your
competitors to show you their books, there’s no surefire way
to know exactly how profitable a niche can be. But if you
don’t have any idea of the potential size and/or profitability of
a niche, you’re taking quite a gamble. That’s why it’s
important to do a back-of-the-napkin analysis.
Our goal here is to get a rough idea of how much money we
could make in a niche by using some basic assumptions.
Though it’s not precise and shouldn’t be the sole basis for
selecting a niche, this type of analysis can alert us if the niche
we’re considering is either too small or too lean to make any
money. Let’s use the lawn chair niche to walk through a basic
example.
Determining Long-Term Traffic Potential: Our first
step is to get a basic idea of the traffic we could expect if we
ranked well in Google. Our primary terms receive the
following monthly exact-match traffic:
[lawn chairs] — 4,400 exact monthly searches

If we assume we’ll eventually be #1 for this term, we can
expect to receive about 25% of this traffic, or about 1,700
visits a month between the two terms.
Primary term traffic: 1,700 visits per month	

Now, based on the volume for our primary term, we need to
extrapolate how much additional long-tail traffic we can
receive. This will vary from niche to niche, but we’ll use 85%
as a rough estimate.
We’ll use the following formula to determine how much
overall traffic we can expect if we assume our primary traffic
will make up 15% and our long-tail traffic will make up 85%.
Formula: Primary Term Traffic / (.15) = Total Visitors
1,700 (Primary Traffic) / (.15) = 11,333 Total Visitors
We can estimate that we might receive around 11,500 visitors
(we’ll round up) a month if we ranked well in Google. Now
that we have some rough numbers, we can look at
profitability.
When trying to make profitability estimates, you’ll need to
make assumptions about two things:
Conversion Rate: This is the percentage of visitors who
buy something. Conversion rates vary wildly from industry to
industry, but assuming you’re selling an item in the $100 to
$200 range, go ahead and use 1% as your conversion rate. A

[lawn chair] — 2,400 exact monthly searches
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well-designed website that adds value should be able to
convert at this level.
Profit Per Order: To determine profit per order, you’ll
need to do a bit of market research. Chatting with sales reps
at a wholesale supplier will be immensely helpful with this
step. You’ll want to get an idea of what an “average” order is
(in terms of price and quantity), how much it costs you to
purchase from the wholesaler and the price items are selling
for online. Depending on how much value you think you can
add, you may be able to increase this markup a bit.
This can be a difficult step, as researching prices and margins
on dozens of products can be extremely time-consuming. I
recommend asking a wholesaler to identify its two or three
most popular items and related accessories, and calculating
the profit margins on those. Then, take the average profit of
those top-selling items and use that as your profit-per-order
estimate.
Let’s assume that our average hypothetical customer orders
two chairs at $30 a piece, with a 30% profit margin. This
would give us $18 in profit per order. We now have
everything we need to compute our potential earnings:
11,500 visitors x 1% conversion rate = 115 orders per month

Our hypothetical business would gross about $2,070 a month
in profit, but that’s before subtracting business expenses such
as credit card fees and hosting. This also assumes we’re
ranking well in Google (at or close to #1 for our primary
keywords), which takes a significant amount of time and
effort to achieve. Based on this analysis, I’m not going to pour
my heart and soul into a lawn chair store. The potential profit
based on the margins, average order size and traffic level is
just too low.
Again, I want to emphasize that this is an extremely
rudimentary exercise. I used this process to compute overall
traffic estimations for two of my sites, and it was high on one
and low on the other. It was in the ballpark, but off by a fair
margin. This test isn’t meant to give exact — or even nearly
exact — profit projections. Rather, it serves to prevent us
from investing in a niche that won’t be worth our time.
Let’s assume our back-of-the-napkin analysis for the lawn
chair business was off by 50% in either direction, so that the
gross profit per month was $1,000 or $3,000. Even on the
high end, would you invest 12 to 24 months of your life into
building a business that made $3,000 a month before
expenses? I’m not sure I would. And that’s what we’re
looking for: ballpark figures to give us an idea of how much
we can make — or, as in this example, how much we can’t.

115 orders x $18 per profit order = $2,070 profit per
month
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Additional Tools for
Measuring Demand
Google’s Keyword Tool is a great place to begin, but you
shouldn’t stop there. Many other excellent tools can give you
a better perspective on a potential niche.

Google Insights and Trends: Google Insights is a little
more useful and feature-rich than Trends, but both are great
for analyzing a new niche. Google Insights provides lots of
useful information, including search volumes over time and
geographic region.

Estimating Traffic: When the top sites for a niche are
getting a decent level of traffic, it indicates a viable market
and paying customers. It’s impossible to know precisely how
much traffic a site gets without seeing its internal analytics,
but it’s possible to get a rough estimate.
Compete.com provides monthly traffic estimates for most
sites on the internet. If you installed the Search Status plug-in
for Firefox, it’s also possible to view traffic data within your
browser for the domain you’re visiting.
These are rough numbers, especially for smaller sites, so you
should use them for comparison and estimation purposes
only. For small domains, I’ve seen traffic data underreported
by as much as 50%. So long as you keep this in mind, it’s a
good way to measure relative traffic against different sites and
niches, as well as trends in traffic. If you’re on the fence
between two niches, comparing the reported Compete.com
traffic levels for the top sites can give you an idea of which
niche might have more potential. Quantcast is another site
where you can get a second data point for estimated monthly
traffic.

As you can see in the chart above, search volume for lawn
chairs is very seasonal, with demand peaking in the summer
months. It’s important to note that the search volume listed
in the Keyword Tool is for the most RECENT month. If we
had used summer numbers and hadn’t realized that it was
peak season demand, we would have grossly overestimated
annual search volume and potential profitability. So it’s
important to know how seasons affect your niche.
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Google Trends is great for letting you know what topics and
keywords are trending. You can use this to gauge interest
levels in individual keywords and specific sites online.
eBay Categories: The eBay category listings are a great
place to brainstorm niche ideas as well as gauge the
commercial activity for a given niche. One downside to the
Keyword Tool is that it only gives us search volumes; it
doesn’t tell us what percentage of those searches have
commercial intent.

Up Next
Now that you know how to estimate the size and potential
profitability of a niche, it’s time to investigate the competition.
Up next: examining the competitive landscape.

On eBay, you can look at specific categories to see how many
items are listed for sale and how many items are actually
selling. Also, eBay will create subcategories as demand
dictates. If there’s a category for “wigs” and a subcategory for
“clown wigs,” the fact that eBay creates a new category solely
for that one niche points to a decent amount of commercial
activity.
Quantcast: In addition to providing traffic estimates,
Quantcast offers valuable information on visitor
demographics. Plug in a website (I like to use a niche’s most
popular site), and Quantcast will give you that site’s
approximate monthly visitors and information on the sex, age,
income, education and race of those visitors. Pretty useful
stuff!
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C HAPTER 4

Sizing Up the
Competition

You definitely want a balance regarding competition in any
niche market you’re considering entering. Too much
competition, and you’re going to have a hard time getting
traction and staying motivated. Too little, and you won’t be
able to make any money. It’s a fine line to walk.

margins. The increase in online retailers has also caused the
price of ads to go up dramatically. While the cost of
advertising for “term X” might have cost $0.05 per visitor in
2005, that same click will likely cost you $0.25 to $0.35 now
— a 5x to 7x increase!

Before getting into the nitty-gritty of competition, there’s an
important overall concept we need to discuss that underpins
how we’ll be analyzing our competition.

It’s still possible to make money with PPC advertising today,
but it requires an in-depth knowledge of how paid ads work,
constant monitoring of campaigns and ongoing optimization.
In short, running a profitable campaign takes a lot of work
and expertise. In the world of eCommerce — where you’ll be
selling dozens, if not hundreds, of products on your site, all
with different profit levels — the time and expertise required
are substantial. More often than not, eCommerce newcomers
that depend solely on PPC to drive traffic end up losing
money.

Organic vs. Paid Traffic
When it comes to getting traffic for our fledgling eCommerce
website, we have two main options: We can pay for traffic or
we can try to generate free traffic by ranking well in search
engines like Google. While it’s possible to make money with a
paid-traffic approach, I STRONGLY recommend
pursuing free, organic traffic from search engines
instead.
In the early days of the internet, when the eCommerce space
wasn’t so crowded, it was fairly easy to make money using
PPC (Pay Per Click) advertising to generate traffic.
Advertising costs were fairly low, and you could pay for traffic
and still make a decent profit.
Fast forward to 2012, and the competitive environment has
changed dramatically. A plethora of online stores competing
for customers have driven down product prices and profit

Now that I’ve sufficiently dragged PPC advertising through
the dirt, let’s talk about building organic traffic. As I
mentioned, you get organic traffic when a search engine
naturally displays your site in response to a user’s search. You
didn’t pay Google for the traffic, but you certainly worked for
it. Your site’s spot in the search results is determined by a
number of factors, the specifics of which are closely guarded
by search engines like Google. While the specific algorithm is
highly proprietary, your page’s position is largely correlated
with how many other people on the internet have linked to
your site. The more links a site has, the higher the probability
that it provides high-quality content. And high-quality
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content is exactly what search engines like Google want to
dish up for their users.

Benefits of Organic Traffic
Deciding to pursue an organic traffic strategy has a number of
advantages:
Free, Long-Term Traffic: The greatest benefit is, of
course, that your traffic is FREE! You don’t have to worry
about paying for visitors every month.
Increased Profits and Margins: Naturally, not paying for
traffic will increase your overall profits. PPC advertising can
be incredibly expensive, frequently eroding ALL the profits
generated by sales.
Makes You Focus on Quality Content: The best way to
get links from others — and subsequently to improve your
rankings — is to create useful, interesting content. As I
(hopefully) hammered home in Chapter 1, adding value with
premium, useful content related to your products is the most
important thing you can do to ensure eCommerce success.
Tying this in with your traffic-building efforts is a win-win.
Diversifies Your Traffic Sources: Creating an
authoritative site that generates inbound links is great for
increasing organic traffic. In addition, you have all these links
floating around that will bring people to your site from other
online sites, further increasing your traffic and sales. It also

makes you less vulnerable should Google decide it doesn’t like
you and cuts off your stream of free traffic.
By now, you’re probably thinking:
“OK, OK — I get it! Building organic traffic is the way
to go. Enough already! Why are you rambling on
about this in the competition section?”
If the sites we’ll be competing against are ugly remnants from
the 1990s — i.e., they offer little value and have fewer earned
links — we’re in great shape. We should be able to put up a
quality site, do a bit of marketing and generate some great
rankings within a year.
However, it’s rarely this easy. You will probably face one or
even a handful of decent sites with a portfolio of back links
already in place. Getting above them in the rankings will
require some work. The crucial question is: How much
work?

SEO Tools & Resources
To be successful in eCommerce, there’s no getting around
learning about — and mastering — SEO (search engine
optimization). Building solid content is the most important
aspect of generating quality, organic traffic, but knowing how
to market yourself to people and search engines is really what
helps your content spread.
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Full, detailed knowledge of SEO is outside the scope of this
guide; there’s just so much to know. Luckily, there are many
great resources out there you can learn from.

	


	


	


	


SEOmoz is arguably the largest SEO community on the web
and is a tremendous resource. Reading its Beginner’s Guide
to SEO and checking in with its blog will get you up to speed
in short order. In fact, I strongly recommend working through
the beginner’s guide before doing any niche competitor
analysis. It will be tremendously helpful.
SEOmoz offers a number of tools, many of which are only
available to paying members. However, it does provide
limited access to a few important tools you should know
about:
Open Site Explorer: This tool gives you a number of
important metrics for a website, including number of
incoming links, number of linking domains, top pages and
anchor text analysis.
SEOmoz Toolbar: The toolbar offers many of the same
metrics found in Open Site Explorer, but within the
convenience of your browser. At a glance, you can see the
incoming links for a page and domain, plus other SEO
metrics, from within Firefox or Chrome.

Other SEO Tools & Resources
SEOBook.com - While SEOmoz is my favorite, SEO Book
also contains some great information on SEO, including a
good blog.
Blekko - This under-the-radar search engine offers some
excellent SEO information and metrics. If you’re not a paying
SEOmoz Pro member, you’ll want to check out Blekko.com.
Google PageRank Toolbars: Google “PageRank” is a
metric you’ll quickly become familiar with as you master SEO.
Measured on a scale of 0 to 10, PageRank gives you a basic
idea of how important or authoritative Google thinks a page
is. Generally, a page with a higher PageRank (often referred
to as “PR”) will rank higher in the search results than one with
a lower PageRank.
The PR metric is an industry standard, so it’s good to be able
to measure. To do so, you’ll need one of the following browser
plug-ins:
“PageRank” plug-in for Chrome
“SearchStatus” plug-in for Firefox, which also includes
Compete and Alexa ranking data
There are a variety of other tools and resources for learning
SEO online, but these should be more than enough to build a
great foundation and equip you with a solid toolkit for
competitive analysis. If you’re not familiar with SEO at this
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point, I strongly recommend reading the SEOmoz beginner’s
guide before moving on to the next section. It will probably
take three or four hours, but it’s an essential investment as
you start to research the competition and later market your
new eCommerce site.

Competitive Landscape Analysis
So you’ve found the perfect niche with a strong level of
demand — congratulations! Now you need to determine if it’s
possible to pry into the market, or if it will take 10 years of
nonstop effort just to break Google’s top 10.

Assessing Site Quality
The first thing I like to do, even before measuring SEO
metrics, is to visit the top five sites for the primary niche term
as if I’m a regular customer. What do you see? Ask yourself:
Does the site provide valuable information?
Is it easy to navigate?
Are the product listings detailed and comprehensive? Or
do they feature poor descriptions and tiny pictures?
Does the design inspire confidence?
... and the most important question:
How likely would I be to buy from this site?

You may even want to call or email the company to see what
kind of service you receive. The internet has been around
long enough that most of the top five commercial sites will be
fairly respectable. You’re trying to differentiate between
“respectable” and “extraordinary.” If four of the top five sites
are the Crutchfields of their industry — incredibly detailed,
mind-blowing designs with pages of valuable information —
you have your work cut out for you. You’ll have to claw your
way to their level and then try to differentiate yourself
somehow.
However, if the top five sites are decent but not great, you
have the opportunity to be extraordinary. To differentiate
yourself. To add value. And, again, that’s the most important
thing we can do to ensure success.
Once you get an idea of the qualitative level of competition,
it’s time to do a little quantitative work. You can look to a
variety of different metrics, but for a fast-and-dirty approach,
I usually stick to two: incoming links and Google PageRank.

Measuring Incoming Links
Using SEOmoz (more accurate) or Blekko, we want to see how
many people have linked to a domain. It’s important to
differentiate between “total incoming links” and “linking
domains.” An external website might link to a page 12 times,
but for the sake of this analysis, it will only count as one
linking root domain.
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Knowing the number of unique linking domains gives us an
idea of how much work we’ll need to do to rank similarly. As
you’ll learn in your SEO training, MANY factors go into this,
but the number of unique linking domains serves as a good
measuring stick. Below, I show you how to interpret the
number of linking domains for the top niche sites:
Number of Unique Linking Domains
Fewer than 50: This will be on the low end for most top
sites in substantial niches. With outstanding content, you
should be able to get 50 unique linking domains within a year.
However, top sites with so few links might indicate that there
isn’t as much demand or competition as you think.
50 to 250: This is a much more likely range for linking
domains to top niche sites. It’s the “sweet spot” I look for,
assuming all other criteria are met. Generating this many
links may take a year or two, but it’s definitely manageable.
And while hitting #1 will take some work, you’ll be able to see
traffic-generating results for long-tail phrases in a relatively
short amount of time.
250 to 500: While not impossible, building up this many
links will almost certainly be a multiyear process. The payoff
may be larger once you get there, but you’ll need to invest
much more time to achieve it. If you’re building your first
eCommerce site, I’d recommend picking a niche where you
can gain traction a bit faster.

500+: Be ready for some work! Becoming a serious player in
this niche will take around three to five years, probably more.

Keep in mind that this scale merely serves as a guideline for
those unfamiliar with SEO rankings and back-link analysis.
As with most broad guidelines, the rules don’t always apply. A
few exceptions to consider:
Making Page One: The link scale is used to evaluate the top
sites of a niche (preferably the top three in Google).
Accordingly, the approximate time frames and difficulty
rankings assume you’re shooting for a STRONG spot in the
market, up there with the top results.
But it’s also wise to analyze the #10 site in Google. The idea is
to get a sense of how hard it will be to appear on the first page
of the search results, since Google displays 10 sites per page.
If the number of links drops off dramatically at or before the
#10 site, it means the market competition isn’t too deep. You
could probably get on the first page with a fraction of the links
the top guys have. Climbing the rankings gets exponentially
harder as you get closer to #1, but it’s good to know that page
one (i.e., spots 8,9 or 10) isn’t too far out of reach.
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Conversely, if the #10 site has almost as many links as the top
site, you can expect to face strong, embedded competitors
fighting for rankings. Just getting to page one will require lots
of hard work. Be wary.
Deep Linking: As we discussed earlier, 80 to 90% of traffic
comes from long-tail keywords, which are generally much
easier to rank well for than the broader, generic money terms.
If your keyword research uncovered several long-tail
variations, you’ll want to investigate those a bit more.
Because long-tail keywords are generally easier to rank for
than primary terms, it will be beneficial to pursue links to
your secondary keyword pages (i.e., non-homepage pages),
especially in a crowded niche. While everyone else is fighting
to be #1 for “lawn chairs,” you can focus on ranking well for
“reclining lawn chairs,” “cushioned lawn chairs” and “steel
lawn chairs,” getting three times the traffic and twice the
conversion rate.
This is a great strategy — one I recommend for all new
eCommerce SEO campaigns. “Deep linking,” or linking to
pages other than your homepage, is the best way to build and
market a new site. This strategy is especially effective in
markets with abundant long-tail keyword variations.
I recommend using the SEO tools we discussed (preferably
Site Explorer) to determine how many domains are linking to
deep/category pages. The following uses Amazon as an
example:

Amazon’s homepage has a mind-boggling 263,000 unique
domains linking to it:

However, Amazon’s “soccer goal” page only has four unique
domains linking directly to it, making the possibility of
competing with Amazon in this category much more feasible:

Sizing Up Big Domains: You managed to find the perfect
niche, despite my insistence that they’re as rare as talking
unicorns. Ecstatic, you dive into the competitive research
only to discover Amazon ranks #1 for the term, and it has
263,000 unique domains linking to its homepage (as shown
above). Your entire day is ruined, your chance of succeeding
in eCommerce foiled.
Don’t give up on that niche just yet! Due to their size and
domain authority, large sites like Amazon will automatically
rank well for niche keywords. However, their enormity is a
double-edged sword. Large sites have serious authority, but
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are too massive to focus their efforts on a specific niche or line
of products. So while their overall reputation often gets them
in the top five search results, they’ll likely be outranked by
specialty niche sites. The bottom line? You might still be able
to compete against Amazon without building 263,000 links!
Still, you’ll want to proceed with caution. If Amazon is #4 or
#5 in the search results, you can likely outrank it with quality,
specialized content for your niche. However, if it’s solidly
planted at #1 for your primary keyword — and for many
secondary keywords — be careful.
Browse Amazon and find out how many products in your
niche it offers. More specifically, see how many of these
products Amazon sells itself versus fulfilling or selling for
third parties. If it stocks a wide selection of products in your
niche that qualify for fast, free shipping and Prime
Membership, it will be more difficult to compete against
Amazon.

	


	


“Sold by Amazon.com” means you’ll be competing against
fairly low prices from a trusted source with fast, free shipping.

Google PageRank Analysis
The number of linking domains is a great proxy for
determining ranking strength, but it’s not the whole story. All
links are not created equal, as Google gives more credit to
links from higher-quality sites. A domain with only three
links from highly respected sites (e.g., CNN, Yahoo! and The
New York Times) will almost certainly outrank a site with
links from 100 low-quality, unknown domains. Authority
matters.
That’s why a link count is useful but doesn’t show the entire
picture. To measure the “authority” a site has (or how
important Google thinks it is), we want to look at PageRank.
As you now know, you can get PageRank metrics using a free
browser plug-in. Here are some additional guidelines on how
to interpret PR scores when examining your competitors.
First, keep in mind that PageRank is believed to be a
logarithmic scale, meaning it increases exponentially with
each number. In other words, a site with a PR3 isn’t 50%
greater than a PR2, it’s significantly greater. We don’t know
to what degree — it could be 2x, 5x or 10x — but we DO know
that it’s not linear. With that in mind, here are some
guidelines:
0 to 2 PR: These are fairly average, low-ranking PRs. If the
top-ranking sites for a niche only have a PR2, it may indicate a
lack of competition or demand.
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3 to 4 PR: This will be much more common for top-listed
sites in niche fields and is the “sweet spot” I like to see. To
me, it represents a bar that’s high enough to prevent most
people from reaching it, but that can be attained within a few
years with reasonable effort and great site content.
5 PR: If one of your top competitors is a PR5, it may still be
possible to break into the market, especially if its site design
and value added are low. But if the majority are PR5 or above,
be careful. I own a well-established site that’s four years old,
has numerous back links and adds significant value, and it’s
only a PR4. Getting to a PR5 takes some serious work.

Up Next
You now have all the knowledge and tools necessary to build
the foundation for eCommerce success. Now it’s time to DO
something with them. Up next: making a decision and
moving forward.

6+ PR: At this point, you’re getting involved with some
heavy players that have been around for years, if not decades.
I don’t recommend trying to go against a competitive field
with PR in this range.
Exceptions to the Rule: The same exceptions that applied
to our link analysis apply here, so please go back and review
them. Also, remember that PR is a measure of an individual
page’s authority and NOT the authority of a domain. While
Amazon’s homepage has an astonishingly high PR of 9, its #1
ranking “lawn chair” page has a PR of zero — quite a
difference!
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C HAPTER 5

Making a
Decision

With a firm foundation laid, you’re out of reasons to
procrastinate. It’s time to start brainstorming, pick a niche,
launch your store and change your life.
Easier said than done, right? Taking everything you just
learned and trying to boil it down to a manageable process for
finding, evaluating and choosing a niche is tough. I know how
tough it is, because I’ve gone through it multiple times.
Fortunately, I’ve come up with a process that helps take the
frustration out of the research process and allows you to use
your time efficiently. The simplified version is:
1. Brainstorm several ideas
2. Narrow your ideas to a “short list” based on potential
3. Invest heavily in researching your short-list niches
4. Rate niches on a scale of 1 to 10 for critical categories
5. Decide on a niche
6. Become outrageously rich and successful
Well, I may have jumped ahead of myself. I cover #6 in my
next eBook — watch for it soon! Before jumping into the
details of step 1, we need to talk about a critical element to
success: deadlines.

Give Yourself Deadlines
Before we start, there are two highly applicable quotes you
need to burn into your brain:
	


“There are no perfect niches.”

	


“DONE is better than perfect.”

Sadly, the world is full of people with ideas they’ve “just about
ironed out” or are “nearly finished working on.” Make the
decision now that you won’t be one of those people who
eternally brainstorm but never get around to building
anything.
This is why deadlines are so important; they make you take
action and get stuff done! But deadlines alone aren’t enough.
You need to share them with people whose opinion you
respect and who can hold you accountable. Type up an email
that says, “I will be launching my new business on June 15 or
I’ll buy you a steak dinner” and send it to your 20 closest
friends and family members. Deadlines are especially
effective when consequences are attached. Your method
doesn’t matter; just make sure to give yourself deadlines
before you start.
Now that I’m done lecturing, let’s get started.
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Step #1: Brainstorming

	

 	

 	

 	

This is my favorite — but also the hardest — step in the
process! Our goal is to generate as many remotely feasible
ideas for an online business as possible. For most of us, great
ideas for niche eCommerce stores don’t just pop into our
brains spontaneously, so here are a few ideas on where to find
inspiration:
eBay Categories: We previously discussed how the eBay
category pages can help identify demand, but they’re also a
superb place to glean niche ideas. Browsing the hundreds of
categories and subcategories should lead to inspiration.
WorldWideBrands: Another name you’ll recognize from
earlier, the WorldWideBrands directory is a fantastic spot to
get ideas. Plus, any niche ideas you find will already have
drop shippers; otherwise, they wouldn’t be listed in the
directory. This is one of my favorite places to brainstorm.

Flippa & Business Broker Sites: Flippa is the eBay of the
website world, a place where individuals can list their sites for
sale. While the quality of sites for sale has declined recently,
you can still find some interesting ideas by looking at what’s
for sale. To cut through the low-quality junk, you’ll probably
have better luck searching for “website brokers” in Google and
browsing listings on smaller sites.
Look Around You: Make a list of the hobbies you and your
friends have, especially strange or obscure ones. Get on
Facebook and spend a few hours stalking poring over the
interests of all those people you haven’t spoken to since high
school. Visit Barnes & Noble’s magazine section and look for
niche ideas among the specialty magazines. Think about
smaller specialty shops in your community and what they sell.
Start listening to problems people have, especially related to
products and shopping, to identify potential opportunities.
Before long, you’ll have a long list of niche ideas. I
recommend gathering at least 30 before moving on, so long as
it doesn’t mean missing your deadline.

Step #2: Create a Short List
You’ve got a long list of potential niches ranging from hot air
balloon supplies to toe fungus treatments. Great! Our goal
now is to identify (with minimal time investment) which
niches have the most potential. Completing an exhaustive
research process on 30 to 50 niches would take an exorbitant
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amount of time, so we want to narrow it down to the MOST
promising leads first. I recommend using two criteria:
Google Keyword Tool Volume: Demand is crucial to the
success of any venture, so this will be our primary filtering
criterion. It’s also very easy to measure using the Google
Keyword Tool, so it shouldn’t take long to whittle your list.
I recommend getting data for both [exact] and “phrase” match
searches, in case they’re drastically different. If an exact
match shows, but phrase match volume is 20 times as large, it
might be worth further examination.
Niche Criteria Test: Filter ideas based on our discussion of
the attributes that make a great online niche. Can you add
value? Is it a complex field? Can you buy it locally? Use the
previously discussed criteria to hone your list. I recommend
coming up with a short list of no more than 10 niche ideas,
ideally no more than six. The research phase takes time, so
you’ll want to ensure you’re only investing in your best ideas.

Step #3: Exhaustive Research
It’s time to roll up your sleeves and dive in to the nitty-gritty
details of those niche ideas that made the cut. Remember all
the criteria and metrics we discussed? Nope, me neither.
That’s why I’ve created a cheat sheet for you, starting on the
next page. It should be a useful tool for comparing your
niches side by side. I recommend assigning a score for each
category. I’ve added an asterisk (*) to indicate criteria I
believe are especially important and that you may want to
weight more heavily in your decision.
This should by no means be the only place you document your
research; it’s merely a good place to summarize your findings.

50

NICHE IDEAS

Niche Attributes
Potential to Add Value*
Quality of Customers
$100-$200 Price Point
Number of Accessories*
Product Turnover*
Quality of Manufacturers*
Product Size
Hard to Find Locally*
Disposable or Consumable
Overall Attribute Score

Supplier Attributes
Investment in Technology
Quality of Sales Reps*
Shipping Flexibility*
Accept Credit Cards
Reasonable Fees
Number of Suppliers*
Overall Supplier Score

___________

___________

___________

___________

___________

___________

NICHE IDEAS

Market Demand
Primary Keyword Volume
Long-Tail Variations*
Compete.com Traffic
“Napkin” Profit Analysis*
Activity in eBay Category
Overall Demand Score

Competition Analysis
Quality of Top Sites*
Incoming Links*
PageRank*
Amazon’s Strength*
Overall Competition Score

Attribute Score
Supplier Score
Demand Score
Competition Score
OVERALL NICHE SCORE

___________

___________

___________

___________

___________

___________

Step #4: Make a Decision
You’ve pored over search keywords, analyzed back links and
researched potential suppliers. Sitting before you is a
summary sheet chock-full of information. You’ve got
everything you need to make a decision.
With luck, one niche stands out as a clear choice, and your
decision is an easy one. If so, congratulations! I truly envy
you. Unfortunately, it’s more common to be torn between two
or three niches, which can result in decision agony. If you’re
faced with this, I recommend making a decision based on the
following criteria listed in order of priority:
1. Where can you add the most value? Remember, this is the
most important criterion for eCommerce success.
2. Which niche has the best suppliers?
3. Which niche has the most demand?
These are three factors I would weight most heavily when
trying to make a difficult decision. And remember, struggling
to decide among multiple high-quality niches is a GREAT
problem to have! At this point, your success will rest
primarily on the time, effort and dedication you pour into
your niche — not on which of two well-researched, quality
niches you picked. With a great niche selected, you can finally
get about the business of building your online store.

Up Next
A quality niche will serve as a great foundation for your
eCommerce business, but it’s just the beginning. You’ll still
need to build your site, become an expert in your niche and
market your new company to the world! That can be an
intimidating task — especially if it’s your first eCommerce
store — and it’s the reason I decided to start blogging.
eCommerceFuel.com is dedicated to helping
entrepreneurs launch and run profitable eCommerce sites.
It’s where I share the knowledge and insights I’ve gained from
my own businesses. Picking up where this eBook leaves off, I
blog about:
Launching and managing a site
SEO and marketing
Customer service and brand building
Order fulfillment, logistics and outsourcing
If you’re interested in learning more, I’d be thrilled to have
you as a reader — or, even better, a subscriber! If you
received this guide by email after providing your contact
information, you’re already signed up to receive future posts
and updates. Otherwise, you can swing by the
eCommerceFuel website to subscribe via email or RSS.
Before we wrap up, I have one parting request ...
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Please Help Me by Sharing This eBook.
I poured a tremendous amount of time into this eBook. If you
thought it was useful, I would really appreciate your sharing it
with others.
As a new blogger, what I need more than anything is help
spreading my content. If you share this eBook, I will notice
and it will likely make my day. You’ll also be helping me
toward my goal of building a vibrant eCommerce community.

Click Here to Share
Thank you for all your help and support! I wish you the best
of luck with your online ventures.

Sincerely,
Andrew Youderian | eCommerceFuel.com
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Feedback
I’d love to hear what you thought of this eBook, including any questions or requests for future resources. The easiest way to get
in touch is by leaving a comment on this eBook teaser blog post. You can also reach me via email at ebook@ecommercefuel.com.
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