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Preface

Unpacking the subjectFram the beginning of civilizatiorugs have been a tradeem. In fact,

the reasoswhy people buy a rug has changegtylittle sincethe trading of goodsbeganin prehistoric

times. Over my45years in thidusiness | haveliserved an almost primal wadlgat consumers look at

their rugs. l't’s as i f the camp isn’t sesaodundup unt
the center of the room. Comfortable, cozy even sumptuous are words that we use to describe the

feeling that carpetgan engenderFrom when first createdhe softnessand warmth of woolen

weavings havéelpedcreate anenvironment that makepeople happy.

After learningto domesticatesheepand goatsandthen to shear the hair from the animghumans
beganto simulate the furry hideshat they hadbeen usingo protect thenselvesrom the elements
Items thatreplacedanimal hideswhetherfor clothing or furnishingsyould have immediately become
important trade goods. In primitive nemonetized exchangdsetween our ancestorthe basis for

trade was the acquisition of things that you could get make yourself, but needed or wantedThe
relative luxury of a pile surface commandadncely sums itrade. We know this because fragments of
the earliest known pile rugkave been foundh tombs of tribal rulers dating to 1,500 BO&o doubt,

even then, there werdribesthat specializedn textiles and rugso we cardate the firstappearanceug
sellers to the 2 MillenniumB@E

Although rugs and carpetas a utility have been a tradéems forabout 3,500 years there at their

core a decorativart. Asraces and tribes became moestablished theneedfor warmth andcomfort

wasreplaced with aaste for ornament and colorBythe time of Homeyin the 8" century BCE, we

know that the Greeks prizettheir rugs as this verse fronhTe Od y s s e y n gracigus thrernes . “ 0
layerupsmm | ayer were piled rugs of all|l kinds, the won:q
century later according to Arthur Upham Pop@ Survey of Persian Ait938) Plato was recognized as

the owner ofone ofthe most fabulous colle@ns of rugs in all of Greme. And, throughout their history,

the Romans depicted rugs dinnerary urnsasanindicationof thed e ¢ e awgealtd.’ s

After the classical periodof more than a thousangears, rugs were bought and sold across central Asia
in centers considered for a long time to have been places of origintHegewere in fact markets where
the trading caravans assembled their wafessale to others Nothing really changed until 1204 and

the beginning of ¥ Crusade.Thiswasthe fourth pursuit of Europeansying to supplantMuslimsfrom

the Holy Land Misdirected, ibecame little more thn a mission of plunder for the, then powerful,
merchants of Venice. However, it was a seminal event imistgry. Up tahis point the rugs traded

could only béboughtfrom what was madealongtrade routes stretchindrom China to Constantinople.
Afterwards, rugs would be made based on what the customensted. So, | date the birth ofig

retailing, as we know itto 1204.

The chages in the rug trade that unfolded after th& £rusade were hmatic and for the time,no less
challenging to tk business of rug selling th#me arrival of the Internet.Then, like now, there was
collapsing of production in some placand a boom inothers. There was a rush of contemporary styling
and the development of new methods of rug making. Foetiwere lost and fortunesmade All over



the task ofsustaininghe human instinct to satisfihe complex mix ofyearningfor softer surroundings
and a desireto project elevated status through the possessiondacorative arts.

| am attempting to chart the evolution of rug selling. No doubt, if even necessary, a daunting tagk. But
feel that there are a few who would be interested in the resiitros investigation. When one is

planning to study the evolution of a thing, it is fundamental to properly describe it and its setting. This is
the biggest challenge | am undertaking anvdl t he
consume the largest part of my task. To get a reliable picture | have interviewed dozens of past and
present industry luminaries| thank them for their participation have been humbled by their

willingness to help me and am honored by their candor.

Part One

Now, back to the movie While the Crusaders had initially intended to liberate Jerusalem by way
of a navainvasionin Egyptthe Doge of Venicayho was financing the"4Crusadesuccumbed to a

golden opportunity to sack Constantinopldo ths day we wonder why hattacked aChristian citybut,
Isupposet hat ' s wher e helCmisades opeogtegivddoskCo nsTt ant i nopl e’ s
riches back to adornohurches, monasteries and castles all over western Eurtipeas an entirely

botched cusadeleading the excommunication @k leades, butit did position the Venetian merchant

class to cotinue the flow of exotigroducts into EuropeAt the dawn of the Renaissandbgy became
intrepid travelerdinding and duplicating axibjectsfor sale to increasingly wealthy Europearefore
andevenafter the Ottoman Empire tooonstantinoplein 1453 most rugs soldo Europeansvere

marketed by Venetians andadein the villages okastern Anatolia and west tiie Caspian Sea

To theclergy, artistaand aristocracy of Europe the
possession of a ruigom the Levant, (which meanat
that time, the lands east of Venicgyas a symbol of
taste and refinement Easy to transport and care for
they were widely solds table coverings ansall
hangings asvell as rugs. Paintings of the perifsdm
allacross the contineribear witnesdo this. There
are survivingsales recptsfrom al 3 8 fug shop
owned by an Armenian familp BrugesBelgium
whichlistedits locationa dn tHe Burg across fro
the Church of Saint Donatién(Fhoto 1). In the 14" :
and1¥'centuries Bruges wa:&
principal entrepot for goods shippdny seafrom 2
Venice
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. . . Photol. Bruges was a coastal town in Belgium that
The business of selling rugs followed the Venetian | received goods from Venetian supply sources such ag

model for abou250 years as the artistic awakening | Constantinople. Note the canals, similar to Venice.
we know as the Renaissamswept across Europe

The ountry we know today as Turkey providetbst of the rugs that merchanta Constantinoplesold
across their Ewpean network.

The next major evestin rug historyoccurred in Persia undéne reign of the Safavidiler Shah Abbas |
(15861629. Duringthe rule of Shah Abbas sea trade became more efficient and safer. Increasingly
wealthy Europeansvere becoming more sophisticated asthrted favoringhe morerefinedcarpets
from Persia A patron of the artsShah Abbas created court workshops andedithe village crf of rug
weaving to perhapssthighesartistic level in history. For the first time rugs were made in elaborate
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curvilinear patterns with detailed floral and animal motifs. One can only imagine how excited the
earliest European custoers were to seehte first Safavid rugs at the end of thé™ century.

Qutside of the Mediterraneathe Venetian influence over the trade in carpetsdedand was taken
over by Europe’ s n ethePortaguesdvergbaym@ andsellinBeBig calpéty O
then, briefly the Spanistiook over the trade. Finallgfter 1622 all shipmensof Persia migs were
made throughthe BritishEast India Company.

However, &er the passingf Shah Abbasn 1629 Persiafell into disarrayand thestate interestin

carpet making receded. Howevanith the selling power oEnglish merchantsugs continued to be
importanttrade goods for the next two hundreahd fiftyyears Neaty caoincident withthe Safavids in
Persiathe Mughul kings of Indieegan to makeourt carpets. Persian weaveraere broughtto Lahore

and later wool and dyes through the East India Company. No doubt that the British had great influence
in the beginnings of rug making in Indidowever, the tradition of village weavingas not in place in

India as it had been in Turkey and Persia carpets were not yet in sufficient quantity to becoare

export product.

Rug production andadeswaxed and waned fahe nexthundredor soyearsfrom both demand and
supply fluctiations In 1722Afghans invaded and oxteok Persia destroyinthe court factory systenof
rug making.The production of carpets nearly stopped and rug mgkieverted to a village cradtystem.
Likewise, in Anatolia the Ottomamfpire was in slow deitie and the rugs that made it to the bazaars of
the main trading citynow known as Istanbuivere often tribal ad no longer demanded in Europe.
During the 18 centurythe European powers wergarring with each other and plunder supplanted
trade as theway merchants supported themselves.

For hose few families who could afford honfarnishings in 18" century Europe the fashion moved
awayfrom the oriental look and towarslthearts of the Rococo movementin France rugs were hand
knottedin the S&onnerie manufactory whichremained under the strict control adhe French court until
1768 and these rugsere among the greatest afiplomatic gifts. After 1768 there are records of
private companies making the popular French rugs and tapesifiggmt period Some early carpets
imitated Persian rugdyut very soon the Savonnerie rugs became puFggnch designgriginally with a
dark blue or brown fieldraming a medallion andensely massed flowers in bouquets sbft pastel
colors. Beyondthe royals and few wealthy familieeowever,demand was thin and died witie

French Revolution in 1789 here were also court inspired productions in Spain and in England, the
latter of which became the foundation for the Arts and Crafts moveneétiie late 19" century. Also,
in the English town of Kidderminstédhe first steampowered loomrugs were made just after 1790 and
proliferated throughout the next century.

So,after thefraudulent 4" Crusadeén 1204, merchantsvere able to buy quantities of a pactilar style

and set of colors. No doubt they bought and salldhat they could find the market forFloor fashion

had become available to all who could afford it and rug sellers prospered to the extent thatotiely ¢
help keep the fahion going bymproving the supplyboth in terms of quality and quantitylt would

have been beneficidhen, as it is today, for thelealersto keep the current trend going, but competition
among sellers and the sources they deyeld created change. These changes shifted the derfrand
Turkey to Persia ontBrance andaswe will segback to Persia. Indeed, there were external events that
effectedthe social, religious and econoneavironmentin all of these source countriebut it was a
fashion change that ultimately enabled the nexturcing locatiorto evolve its rug trade. After the
destructive effect of World WarlonPersid8 r ug sel | erhse, fGhsihn ao nb eacnadmes o ur ¢
nextleader. The Chinese style, penlarly the Nichols designs, dominated the business between the



two World Wars of the 20century. Upon the Communist takeover in China the rug trade moved to
India, where it remains today.

| am getting ahead of myseffyr the two periods of most éamatic change and rapid production growth
are yet to be described. hE first of these is ithe late 19" century up to World War |, when two British
companies initiated a verticgroduction approach Then, inthe mid 20" century, one Indian company
began marketing rugs in programmed designs, colors and sizes, | think, ctéatingustry we enjoy
today. And, theeommon thread between these two events whg demand fromAmerican consumer
The scope of thispapérs t he * s el | éffitigncycsdke Irwill bediritg discussion af the
type, knot or weavend price points of the rugs sold to that which is germane to the broader concept of
product marketing. Every reader may find gaps in the thought process of a particular period and |
welcome any and all comments, for | vielhistas a work in progress. Evamgrket is indeed an
unfinished project as individuagsxd companiegct and others reacndthe resulting evaltion can be
very interestingo study.

<>

Meanwhile, in America. Inthe colonial period and after independence Ameritemes were

sparsely decoratedndconditioned for utility. Up until the end of the ¥&entury decorative arts, such

as Oriental carpets, would have b etreasopsuwealthiexsed on
American families would takeips to European capitals aften as they could afford. It may have been

to study, for medical treatment or just to visit families that had stayed in the Old World. Bunh thibg

came homehey carrial with them a treasure trove of household gootisat, even todayformsthe

supply base for antique furnituri@ America.

About 15 years agl searched estate recoraé famous 18 centuryCharleston residentsl looked for

inventory lists that wouldhave been included wittheir Last Will and Testaments$n the inventoried

foundrepeatead entries for two types of rugshere were'Turkey Carpet®f various sizes an@russels

Carpets There would have been very fgyeople if any,in America tadescribe thenfurther. With

most of the customers for carpets trekking off to
have been enouglocaldemand to support rug dealerdlurkey carpets, | suppose, was a catch all for

Oriental rugs. Brussetapets are the uncut version of bncar pet s whi ch whamde made o
looms using up to 5 colors in repetitive desigiitie narrow widths were hand stitched together to

make rugs of required sizes. Originallgda in Belgium and later in Englaibg,the late 18' century

they would bemade on powered loomwhich allowed fothe widewidth Wiltons we see today

As it happenegdevents in Europe madémericanseginto appreciate rugs as more thaitilitarian floor
coverings According to KurErdman the concept of antique rugs begaith two events, one was the
Viennaexhibitionof Oriental carpet$n 1891andthe other, whichhe called more importantvasthe

1892 display and sale of the Ardebil Carpet in Londi() years of Oriental Carpef©66). The wold ' s
first everexhibition ofcarpes, collected by Hapsburg Royaltyas a stunning display of centuries of
craft and decorative art. &, theserugswentimmediatelyback into private collectionsThe 1891

Vienra Exhbition was impresse, howeverwhat separated the London evefibm the Vienna
exhibitionwas that the spectaculakrdebil Girpet went ondisplay to the publia year latermt the

Victoria and Albert Musum (V & A. The art world was taken by the breathtaking beauty efth* T h e
Holy Carpet of the Mosque f Ar d e b i | forany wkliheeladdravelér to eandoto see
firsthandandit was indeed a major attraction for AmericanA.little known second rugyhich had been
partially sacrificed to repathe V& A ’ Asdebil cargt, wassought out ancpurchased by J. Paul Getty in
1931. It was later gifted to the Los Angeles Museum of Art.



Prior to its sal¢o the V & Athe Ardebilcarpet was
shownat the carpet firm of Vincent J. Robinsoh
Wigmore Street, Londonyho ha received it for
repairs in 18881t wasbrought there byPh.Zeigler &
Companywho had negotiatedvith the mosque
authoritiesin Ardebil when theyeeded toraise
money for repairs. ThiklanchesterbasedAnglo
Swisdirm had beeradive tradinggoodsin Persia
since 1883 Fromdealingonly occasionally in carpets
prior to the sensationalmpact of the Ardebil carpet
by 190Q they were financing and shijppy carpets
employing2,500 looms from Sultanabad to Tabriz.
Initially, the carpets were salthrough London
retailers such akiberty & Company and Harvey
Nichols, but soon a worldwide network was set up
supplying dpartment stores across the globe
Throughouttheearly 20c ent ury Zei gl
to create rugs designed twot only satisfy demad,

but to create it, (Photo 2 This period would be the
birth of modern day rug retailing, for now the fashior
component of having a rug in your home had eclips:
the utility.

Photo 2. Feraan,4 ' 3 , 88081898 Of a type that was

Th . made for the English mar kdg
€ rug “’lggernaUt' In December of 1907 carpet. The field and border were liketpmbined from
Zeiglers got a major comptdir asseven smaller other rugs; thisoorder more often seen ienneh rug

companies joined to become the Oriental Carpets
Manufacturing LTD, (OCMJhese companies had beactive in Istanbul and set uadquarters irthe

port city of Smyrna, (now Izmir)From the starf the OCM was a marketing oriented compéieaded by
James Baker @.P & J. Baké& Co inLondon B a k e r ' s ong of thersewsrafaunding companies

and he broughan extensive selling network througholurope and America.h& OCM becamthe

first vertically integated rug producer and wasuying massive quantities of wool, spinning, dying and
sending complete packages of desiginsl yarn all over Anatolia. They washed and finished their own
rugs and shippedirectly to customerdrom the port of Smyrna The efficiencies they achieved allogve
them absolute pricing control and the seven shareholders operated much like a cEnegarly OCM

rug desigswere exactopies of the rugs shown in the famous 1891 Vienna exhibit of Hapsburg €arpet
The collection ofthe OCM desigmastersis now owned by the Peykar family of Nourison, Inc.

By1910the OCMhad spred its operations across Anatohad needednore productionthey turned

their attention to Persia James Baker and his nephew A. Cecil Edwamndiired there arriving first in
Hamadarnwhere theybought as many rugs as they could find. They went on to Kerman and found that
one of their main competitors for the American markite w Y Fritz knd E&Rue & Cowas already

well entrenchedhere. Baker and Edwards went on to Mashad #mete found many rugs for sale.
Returning from theifirst trip the pair convince the stockholders of the OCM move boldlyin Persia
withwhatt hey termed ‘systemize thl9IMWiea Edwards wasmackain Tur ki s h
Persia overseeing oref the most incrediblexpansions in business historie organizedbuying

branches irHamadan and Mashad also openindMalayer, Isphahan, Joshegan and Kashan by the end
of that year. Meanwhile, James Baker was iwN@rk where he bought theritzand La Rueompany
bringing both theKerman production ands American customers under the expanding OCM network.



Over 191ZXecilEdwards continued to buy up all the production he could find shippiggdirectly to
London and New York. But, he alsoge spinning and dying facilities and began sending out full
production packages realizing the objectivedaplicating the OCM Burkish system of production.
Theserugs, though, needed to be giied to Istanbul for guicklime (calcium carbonate)yash that

gave the new rugs an aged appearance. Using an organized approach and a growing reputation for
dependability Edwards was able to coax the deeply entrenched Tabrizi rug tadete the OCM and
alsoto buy the staff and operations of nearly afltbeir former competitors.

Settingup production in the Arak districc f Per si a was Ceci | Edwar d’ s
Sultanabad, as it was &wn then, had beeZeiglet sarpetstrongholdsince 1892 Edwards considered
buyi ng Zei gslbetheskbrewdlydecidadtd waihthem out. He realized that their weakness
was that they were traders, not producers. Their primary business was selling of cotton print cloth to
the Persiasfor which they needdto get paymet back to England. Zeiglé Co.had employed

number oflabyrinthine methodgo get sales receipts back to England, trading payment for printed
fabric into various commoditiegyventuallysettlingon carpets Elwards realized théaw of thisstill
compl ex plan and | everaged t he foOkeMarpets thdy baughttory
produced. Prior tathe OCMcoming to PersiaZeiglershad 2,500 looms working for them. Withimly a
year theOCMhad takenover 1,000 of these loomad by
1913 on the eve of World War Zeigler wound up its
operations. CeclEdwards hired most of their good people.
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(2008)chronicles the life and times of £ecil Edwards and
the Oriental Carpet Manufdures, LTD. Itis the source for
much of the foregoing information about the OCM.

Another resource, which many consider the best book ever
written on Persian carpets, is Cecil Edwards béak K S

t SN& A | Y19%3). Nibidhibebks, though, the authors
give credit to theOCMthat | feel slould go to Zeiglers.
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Homes irPersia were a substaatly different layout and
size than most Europedromesand even more so than
American homesAscompanybuyers picked over the
available rugs on the markétey founda surplus of
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that fit the typical Persian homéPhoto 3) Thislayout
allowed families to move the rugs easdlyd to go around
pillars that supportedhe ceiling or roof. Also, if the family
moved they could lay thersison top of each other to fit
the newroom. But, these sizes were not niatable in

.
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Photo 3. Typical layout in the living space of a Persii Europe and Americat was major marketing innovation to
home. Th7e 'fggehSt “{3' a Mian ia:? in thi center | arrange for the weaving of conventional westegom
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(approx.) 7x18, the side rugs called Kenarchs were 3 - o, o.g haginning with’ 80, 9x12 and largetto suit the

x 18 and a head rug$e Kellegi. was 5 %2 x 12. . . . g
mansion sizes of New York aRHiladelphia.We see these

mo st
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the late 19" century which wadefore the OCM was 3 ‘ﬁ\/\%\

formed. ‘i’ﬁ‘ )

The Oriental Carpet Manufacturers
Limited

Neverthelessit amazes me whatte OCMwas able
to accompish in Persia and acreshe globe over
1910-1912. How did they do this in an age
without airplanes and telephones, let alone the
internet? The Telex machine, whichany older
reaeder s may r e oevelobes unfil we
1930. Ceil Edwardsvith a support from the
amazing selling company created by Jamaker in
London and assisted Ifyritzand La Rué New York
were able to boost output to astonishing levels and
drive almost all of the competition in line uadthe
OCM or out of business, (Photo 4).seems only
two companies survived th@CMtakeove in

Persia Gulbekian in London and K. S. Tanshandijii
of New York.The latter firm was the developer of
the American Sarouk aralsuccess story in its own
right. The hearty rug wita uniquely American
design of detached floral bouquets might hold the
sales record for units sold and still in uddost rugs
of the time were washed heavily before sale, but
many of the American Sarouks were washed, ther &rrrrrrrrrrrrrrrrrrrrrrrrrr serrrr T T T Y
bleached out ad repainted a different color and Photo 4. 1913 advertisement for the OCM showing all of its
manywere stripped again.Harsh treatment of wool | affiliates and braohes to that year. E.iH& Company, of
hand knotted rugs to improve marketability is far India, was not fully assimilated into the OCM until 1944.
from a nav concept and will be discussédly in a

later section.

Alsandjak, Izmir, Turkey

Telegraphic Address—TEZIAK, IZMIR

CAPITAL - - - - £1,250,000

w

Manufacturers and Merchants of
Oriental Carpets, Cloths and Yarns

v

BRANCHES AND AFFILIATED COMPANIES—

Producing Centres— Selling Branches—

The Oriental Carpet Manufacturers (India),
Ltd., Amritsar,

The East India Carpet Co., Ltd., Amritsar. |

The Oriental Carpet Manufacturers Lid., |

Athens, Greece, |

Persian Branches of The Oriental Carpet The Oriental Carpet Manufacturers Ltd,

Manufacturers Ltd. in— ‘ in—
Teheran Tabriz Kerman ‘ Paris Toronto

Hamadan ~ Meshed Sultanabad Istanbul.

0.C.M. (London) Limited, London.

The Fritz & La Rue Co, New York,

Austro - Orientalische  Teppich - Import
G.m.b.H.,, Vienna.
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Thelongrun for the Americaistar ouk was during th®0'1920"  BhermB,0' sgmel
Kerman years. Kermanrugswerethe ade’' s b rre afdr cam dt hbeu tened6 0o’ fs tahned 1 9
i nt o t hAforhéd @OM nzanager George Timoyanakis is credited for having developed the

pastel Kerman designs that weraported principally throughGeorge B. Zaloom & Co of New Yorke

Kerman rugs looked absolutely vibrant after the chemical wdasle. colors were very light; ivory, light

blue, light red, salmon etc. Like the American Sarouk, before it, the look and feel of the Kerman rug did

not appeal to Europearand because fathis the American importers virtually had the Persian market

for these weaves to themselves. This meant that there Viths br no competition from at the time,

the larger and more developed European market. In both the Sarouk and the Kerman, iof $héae

heavy chemical washing, they proved to beyenduringrugs. Attesting to tisisthat there are

gigantic stocks of ¢anteeeugealergought beackohgaplies they Yeth r k

from favor.

<>
Rise of the Department StoreThe seeds of American rug retailing seem to have been planted

in early19" centuryBostonas an offshoot of the soalled dry good busines®xy goods are products
such asextiles and related products ardistinguished from groceries and hardware,.etc Amer i ca’ s



industrialization began with textiles in New England and Boston was the maifopestport & well as

the importofEur ogryg’'osn d s . The sales outlets for Boston’'s
owners around the country who grew tlecomesome oft h e  n anajdr 20'hcensury department

stores. The earliest werérnold Constable & Co. (182975),Jordan Marsh (1841996), Marshall Field
(18522006),R.H. Macy (1858 Strawbridge & Clothier (1868006, Woodward & Lothrop (1881995

and Famous Barr, (192006). There were other famous names such as Bloomingdales-j1&&d

John Wanamaker (189897 which grew into importantiepartmentstores after having begun as

clothing retailers. As they grew, deparmt stores added cagories andby early in the 20 century,

each was the preferred rug selliertheir city.

As America prospered there was an increasing desire for finer furnishings and the department stores
supplied them. To source products each store sent its buyarenlyto Boston and New York, but also

to Europe where they traveled the continent for months at a time, (I know, bedause t hemy1 92 0’ s
grandfather was the dry goods buyer for Strawbridge & Clothier. Much laters a rudpuyer for

Woodward & Lothop).

In carpets, leading up thiermation of the cartelike OCMJame8 aker ' s firm i n London
American store’ s pr'tcanduryyThereowene afew asaendantreg sdllerstinethe 1 9

U.S. but Charles Fritz, owner of Fritz and i@, Bominated New York and Philadelphia. nfentioned

earlier, the OCMookoverCh ar | e s’ Fritz anthipad&rpay 1912.

As the number of rug selleins Americaexpanded, there was one

prominent rug retiler that set the standard for all othersV & J

Sloane was formed in 184@en Scottish brothex William and John

Sloane opened company in New York thi said to be théirst to

import Oriental rugsnto the U S.in 1852 The brothergxpanded

into furniture andother furnishingsand soorbecame thehome

decoratingchd ce of Am&eatahy €eébmieies tak
Grand Tour'’ coul d nloecause nowtheyr t , and |
could gettheir home furnishingé r o m S bfidesv iY@k The

Orientalrug department was legendary and supplied carpets for many

of Amer i c aomes ingludmgithe é\hite Hduse, (Photo 5).

The company opertebranches in San Freisco andVashington, DC.

In 1891 W& J Sloane built and occupiedaw buildingin New York

Cityat the southeastorner of19" and Broadway It was directly

across the stret fromtheAr nol d Constable & Co ' Pe
which wadbuilt in 1869 Today, thesetwo buildings houseABC

Photo 5. This si { Carpetand Home

the September 190 ) )
the 1st magazine with color illustration{ There were very few dedicated rug stores in the U.S. at the end of the

19" century. The ol dest known to I82nare Keb
New Haven,Cad nd Mi rl@93in Ghinaga LL Many followed as new immigrantonnected with

extended famiy in Turkey, Armenia anidan and began to bring rugs frotmeir homelands Company

formations were most numerouss changeswept acoss the American economy. Thnegjor waves

of new rug etailers openedthe first just before World War I, anotheturing the Depression and later

after World War Il.Reading the histories ofumerous family rug businesses extant today, they seemed

to be rug stores firsevolving into rug cleaning as latezrerations entered the businesg€oincident

with the expansion of the largelghristian retailer commmity was a complement dfluslimand Jewish

% Broadway and RMincteenth Street, New York |
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families who supported the trade as wholesalers. This delineation seems to have occurred because the
Americanconsumer of the timgreferred to dotheir shopping on Fridays and Saturdays.

As the U.S. population moved west and became more sophisticated the appetite for rugs and carpets

grew. Machine made carpets came within reach for most Americans anctby th 9bo@dloem' wa | |

towa |’ i nst al | &fdshieanstatgmeritin 1D28dharena utionaryKarastarspool

Axminster rug wasleveloped. Even though the still popular rugs wearerented by a Marshall Field &

Co. textile subsidiaryhey werefirst shown for sale to the public at John Wanamaker in Philadelphia

This indicategust how competitive the departmensgtores were in the mi@0" century. And,

throughout the postwar period up saldmosdf tthtee | adwen tlr9
carpets and rugs.

Even though rugs were becoming a less exclusivee furnishingsitem, the demand for finer

handmade rugsontinued to grow. However,uling and after World Warthere were virtually no

Tukish rugs on the marketandtlec ont i nui ty of rugs from Persia. T
satisfied with handmade rugs from other sources. To solve this shortage of rugs, the depastionent

merchants askedugimportersto develop new sourcesThe interior designers dfi¢ time, particular

the rug savvy staff at W. & J. Sl oatebreakthreuglped cr e
werethe Art DecdChinese rugtyles ofWalter Nichols Nicholhad gone to Chia as a wool buyer in

1920 and by 1924 hastarted production of rugs in Tientsin, Chifaow known as Tigim). Demand for

his Chinese rugs explodedaihers followed, includingrenk Michaelian who opened his own

production. But, as soon as 1927, stores in America wanted simpler designs and WalkehNho | * s agent
in New York, Col. Gunnar Pandee si gned si mpler rugs for Nichols, “
step on and no mysterious Chinese symbols that could provoke arguments between the salesmen and

t he c us((tihoSeeech of Walter NioksQElizabeth Bogen, 1996)hese rugs, the original Pande,

Cameron rugs, sold extremely well up uttié Japanese invaded Chimal937 when production

stopped. Furtherwith the start of World War Isales and production of rugs nearly ceased all over the

world.

<>

Finishing touchesThere has been an internal argument in the rug business concerning washing
since chemists were first asked to ke&sa rug look silkier, softer, in other worddger. The densely
wovenNicholsChinese rugs were chemically washed and it was the first time that rug sellers actually
advertised seere washing as a benefit. In their promotional materials the process claimad asilky
shineon the surface of the rugral mace it soft and pliable.Walter Nicholoopenly promoted one of the
rug trades best kepsecretswool rugs were chemiclglwashed to fulfill the expectations of the
consumer.From 1911, when Cecil Edwards ran out ofeolersian rugs to bugnything destined for

the Americarconsumer waseavily washed and sheared to loolder. And,it remaineda welltkept
secret. Initially, theOCMwashingwas done in Istanbul, but eventually they mowbé processingo

London Their rugs were washedinthem@p any’' s Ol d Kent Road facility,
than the washers were allowed into the buildinghe finished look of the rug was determined in the
was h, but the OCM's chemists | earned to dmontr ol t

t he 18 DOM shipped a specially formulated red dye to Afghanistan to be used in the making of
Fil Pa Afghan rugs. When brought to London and washed the red dye eandi$tentlyturn gold
making that decade’s popular * Gol den Afghan’ rugs

Meanwhile, in New YorlRug Renovatingad beenchemicalwashingrugsfor U.S. rug importersince
opening in 1896 Rug Renovating perfectadany wastprocesgsand theirclaim to fame was that they
could wash a rug with harsh chemicals, prevent the colors from runantykeep the ivory slies
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bright. While the ideal way for a rugptgain a warm antique patina maywaysbe for itto age and

oxidize naturally, thereiglwaysg r e at er demand than suppl WwWeméy a fi ck
call it “fashion’, but it i s rHemd, lggellagshavefineanar ket i n
tuned the5 customer preference variables oblor, patternand size, cadition and price. The first three

of these can be easily addresdeylthe rug weaver, but the last tware tied up in whethethe finish the

customer seess attractive and seems to have the expected value.

The founder of one of the most innovative Aniganretail rug companies, Charles \Wake)Yacobson,

railed againsthemical treating of Oriental rugs. In fact, he devotackatire chapter in his book

Oriental Rugs, A Complete Gui@®62) to the topic.* Si nce my fir st ehusimegs i nt o
in 1924, | have been the most ardent opponent of the chemieakirt ment ... However, Jaco
said writingin 1977, thatalime washreally adds something to the loak a new rug and does nhbarm

the quality. Being one who had staked heputation on disparaging the chemical waghis was major

turnabout. But, by thephe must have begun to realize that the fiber and construction used in hand

knotted rugs wagngineered by nature to take more abuse thHais dealt in the normal lifecyte of a
decorative item. Jacobson had also begun to sel|l
lusterwashed Chimuwg s, ‘' Chi nese RandgGamdrarhadbedumellingan’” , t hat
extremely large numbersMore on Chindia rgs later.

Charles Jacobson, Walter Nichols and Cecil Ecwvardld shudder to see the treatments and finishes
that we find in the markets today. Likeesh(sodium typochlorite), zero pile and brightt colored
overdyed rugs have giverew Afghan Chobi riegand old Turkish Ispartas unimaginaétects As this

is written, the most stylish ruga the marketare carpes of silkk and wooltreated with caustic soda,
(sodium hydratg, that eats away the wool pile, buttot the silkleavingvery defined etchedugs In

spite of some garish looks, the strong chemicadsen properly neutralizedl o n ' & mutlhdaraage

to the woolas manywould haveyou beleive According to a number of large rug washing companies
that weresurveyed for this papeiit is the quality of the wool and the weaving that is more fundamental
to the long term wear baracteristics of a rugTo them, his seems true even witthe aggressively
washed rugs of today.

<>

Smile, you are on Pande Camerowhen Wotd War Il fnally ended in 194 concluded an
almost30-yearperiod of weak demand for rugs. The business tried to get back on its@éta had

become a Communist country, Persia was in political disarray and beginning to focus on oil and Turkey

had leviedadisastrous export tariff on carpets. Large quantities of rugs had backed up in London and

New York, but post war demand cut through thenoily a few years. Yetrether new source was

neededThus began I ndia’s rise toppliprofougs. nence as t he

In 1944 the OCM purchased E. Hill & Company, its longtime agent in Miragiar This gave Fritz and

La Rue in New Yognewsource. E. Hill had continued to produce Persian designs throughout the war
on credit. It wa a risky gambthat paid offbecause the company was able to supply department stores
with fresh merchandiseHowever, it kept Fritz and La Rue committed to older designs and colors as the
rug world was about to shift under iteet.

After the los of Chinese produan in 1937 and during theecondWorld WarCol. Pandéad become
anestablished wholesalesf Persiarrugs As the supply of prear rugs waslepleted Pande, Cameron
& Co.needed more rugsin mid-1946 Pandevas in India and while therge met with the owners of
Obeetee, Pvt. LTD. It was a cordmaeting as heinveiled a plan that, he said, could revolutionize the
rug trade worldwide. ferwards, one of the owners, Wilfrd Oakley, advised Pande that they had a
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contract to supply Michelian & KohlbergBut, he went on, iPandewaited six months the agreement
would end ad they would work with him

It was a watershed meeting for both companies. Obeetee wig28partnership of three British ex
pats, as they appear in theame, Wifred Oakley, Frankham®owden and James Tayl@Photo §
Possibl\because of this meeting Obeetee remaiadaythe leading exporter of carpetsom India.

Photo 6. Mirzapur. India 1925. Middiow, third from left is Wilfrd Oakley, to his fg Frankham Bowden, and then James Taylor.

Col. Pandelid wait and came back tmdia in1947. Hisnovelidea was to producerogrammed hand

knotted rug coll ecti ons av aalreag\hbhdedisdussions with many i n a r
American department stores and carteethe second meeting armed with designs, colors and, most

importantly, orders. The designs were modified and softeNaholsinspiredChinese patterns that

became knownugsaWhen tiefirst nugsweréreei ved at Sl oane’s in New
out instantly. They were probably presold, as it became the way of the rug business then to sell

programmed rugs against production. The catalog grew as the product line spread across thetoountry

nearly every dpartment store ando manyrug specialty store The rugsbecause of their fashionable

color and design, becanieest sellers with Obeetee becomisgo | d out t hr oughUpt he 195
until 1982 the Chindia and its sister collections were chemigghed at Rug Renovag intheir plant

in Long Island City, NYAfterwards, the washing was done in IndiEhese rugs changed attitudes about

chemicalor, as it was merchandised, luster washing.

Karastan had been selling a full line of
machine made rugs since théarmal
introduction at the1933-34 Chicago
Worl d’s Fair. But
standardization of hand knotted rugs in
pattern, color and size across the whole
line was indeed a bold move. Perhaps,
justas innovative was the national
advertising campaign that the compgan
undertook. The adsoldtheCh i ndi i
beauty in full coloin The New Yorke
magazine. They created demand using
adslike left hand ong (Photo 7)then
dutifully apologized, rightwhen sales

exceeded the CapaCIty at Obeetee in India Photo 7. Ads in The New Yorker magazine. The irapbdidly spent
No doubt more looms were added, but the money to run these ads on back cosieOften light hearted, one of
orderskeptcoming. the most comical headlines was,
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While Pande, Gaeron was continuously oversoldther importers began to imitate their designs.

Seeing the benefits of programming other importers betfaaggressivelgell the department stores as

well as a wider range of outlet®\ few of the new entrants weréimiran,Avakian BrotherdBashian
Brothers,CouristanHayim & CoM.E.RNoonoo, Shalom and Trans Oceahhe 1970’ saand 80’
rapid proliferation of new rug constructions and somng countries. Flat weaves, Wiltonxninsters

and machineor hand tufted rugs becamavailable, allowing even more outlets to sell rugs to

Amercans. It becamstandard practice fothe importer to carry inventory teupport ther growing

dealer network

The sicess of the Pande, Cameron ddbeeteelinkage caught the OM in a period of decline. Tike
Hill & Co connectiowith Fritz and la Rue was newanle to compete and by 1986 the OCM effectively
closed. It continued undethe name EKOCM until 1999. Duran@986 reorganization ahe OCM,
PandeboughtFritz and La 3 . e BN =¥ e - R e
Rue later folding it into ' - ' e
Pande Cameron in 1990.
Thenin 1995 Col.

P a n glgeahdson, Norm
Sweeterslr, sold the
companyto Oleetee,
who operatedit as Pande %%
Cameroruntil 1998.Then |
until 2010,operating as
Obeeteg they designed
and soldrugs undettheir
own brand ando this day

remainamajor private _
label supplier to (PhO'[O 8) Photo 8. Obeetee made this spectacular rug for ABC Carpet and the New York Yacht Club.

Delivered in 1999, it is 24° x 80"’ and in

wholesales and retailers.

<>

New rug sellers enter the markeBythe end ofthel%6 0’ s many department st
dependheavilyupon theNew York importersOther forms of rug retailingdgan to overtake thetores.

Onlystoresin the largest markets of New YoifBC, Chicago and San Francisco contnoesend buyers

overseas to source their own rugs. Mogirgs let their selections deriorate and their merchandising

lost its freshnesand excitement.

In hand knotted realm,th& 9 7 0 ' s almewavaygdisell rugs. There had bedaw leasedrug
departmentsin the stores;infact,J a ¢ o & @riential Rugwasoriginallya leased dpartment atDey

Brothers in Syracus®&Y Qredit for being the innovator in thisellingstrategy, however,goes bt Ken

Mink. Ken was the rug buyer at W & J Sloandhmmidl 950’ s and wfavsdemamnmentof t hos
store rugbuyersof the day whastill traveled overseas.In his wandering he foundbrought back and

sold many types of rugs that other star®oon began to carry, building businesses for the source

countries andmporters. Among these wetaold Axminster Rya rugs fro Denmarkyoolly Flokatirugs

of Greece ad traditionalflat wovenAlpujarra from Spain.

In 1973, when Ken Mink wdise buyer of Woodward and Lothrom WashingtonDC he arranged to

buy the store’'s handmade rug depart materatJaamd f ound
Wanamakern Philadelphi&enleasedthe entire department, including achine made rugs and

broadloom, andperfectedthe formula After adding the other segmesat Woodward and Lothrop
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Ken and his three sons went on to roll up stores actieesountry. As the age of the department store
cametoaclosei n t he | ate 1980s tamiycamathrdugh the Gishertls , t he Mi 1
| eased departments in 170 MaangBIlso osnionegedde brdy’Tso my Kk
remainirg old linedepartment stores that still sellrgg( B1 o o mi isagséparatedivision of R.H.

Macyand the rug departmenisleased to Marjan International Cadp

As the department storglost their step,a couple of trailblazers in the New York mdrket an example
for carpet and rug specialty store retailing across the courtiiypstein Moomjy was founded 1955in
Bloomfield NJby four brothers, Ted and Ernst Einstein and Walter and Albert Moorfjsom the early

1 9 7,EinsteinMoomjy set the standard fotaste and elegareinfloor covering retailing.Through its
history,the company utilizectatchynewspaper and radio ads that provided a wry commentary on retail
advertising in generalOne of the lest known headlinewas "Moomsdays Coming," which announced
the company's semannual sale eventsEinsteinMoomijy's product mix covered broad price range of
handmade rugs, broadloornd hard surface floorsin the late 1990's the company moved its flagship
business to a twestore canpus inParamus, Ndyhere furniture and home accessories were added to
the merchandise mixEinstein Moomjy at one time operated six stores in New Jersey and Manhattan.
The company closkits Manhattan store in 2010 and filed for bankrupicySeptember2011.

Another pioneeringugcompany New Yor k' s, Avka€actiabyregablishech 1887. Ho me
Today the company’ s mai n"ahdBwoadtvady,adsrthe largest carpst@andoug i | d i n
store in the world. Jerry Weinrib, whiecently passed away, was the grandséthe founder. Jerry

found himself in the right placetoaxparmade trheg hdormp ar
selection and selling space. As the departménites declined, specialty retaithme intovogue forboth

appareland home storesUp to 1979ABC had been a discount carpet outlet when Jerry Weinrilt leap

into rugs,buyingoutSlsu ma c her ' s 50 0inverdody. Bramuhere, ¢he commany added

more space and expanded into furniture aftnishings. The ensuing transformation of ABC Qarpe

into a chic home furnishingsep or i um i s credited to Weinrib’s daug
Evan Cole. Paulettvon a reputation as a trend spotter and anticipated t@wing importance of

homelife to the aging post World War Il baby boomers. Cole joined the company in 1982 as Chief

Executive and, according to his Wikipedia page, oversaw growth of the company from a $3 million

business to $170 million in 2004, when he left the company.

Overthe past 20 years, there is no doubt that ABC Home has beestyheleader in théAmericanrug

busi ness. T he ¢ o mysionay leaderbhip pféormer, OOkknadjer Grahtarhlead,

havet r avel ed widely and found new items that fit th
were the Ispaa patchwork ruggrom Turkey, the Color Reform overdrigs from Pakistan as well as

from old Persian stock stuck in importer inventories and beautiful AquasSilk recycled sari silk rugs

from Jaipur.Like influential buyers before them they develabgroduct, created demand for it and

built businesses for their own company, their suppliers as well as the many competitors who followed

their lead | recently spent some time with Mr. Head and must say that his passion for product

devel op me n thishhda Henlistad twd or thieeew ideas that he has to keep the freshness and
excitement alive at ABC Carpet and Home.

Not surprisingly, compaes acrossth U. S. emul ated these two company’
their merchandsing strategiesDuringt he 70’ s and 80's new rug special
good examples of stores that have stood the test of time are, The Rug Gal@incinnati, (1972), and

Rugs a Art in Sarasota, (1986). The Armenian, Turkish and Persian rug sellers, particularly those who

had evolved into rug cleaning, prospered over that period tiereasinglythe American rug stores,
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including thefew remaining department storg, came to depen@lmost completelyon existing and new

rug importers. The best of thegécked up the mantle of product development and tinaditional

dealer networkyieldedcontrol of the fashion directioto them. Theyharted new courses and helped

facilitate the rapid growth of online sale&\mong the new importer entrantsinh e 8 0 'ssverand 90’
Art ResourceBokara, Feizyalaty,Harounian, Momeni, Nourison, Safavieh and Samad.

At the end of the 20 and into he 2 century there was thinning out of théealer networkas a

combination of factors converged. First, there were fewer children entering the successful family

businesses and a consequent rash of old line compaueg out of businessNext, a pletiful supply

of rugs in the producing count riineess sg a vper iicnienrgt inao dte
across the country. Exaggerated retails and deep discounts becamstatigard pricing model for rug

dealers. Retailers seemdo lose sight of the actual rugs that they were selling and, with support of the

importers who consigned rugs, began to run events against each other offering discounts up to 90% off.

These sales did not enhance the reputation of the rug selling contynandmay have helped set the

stagefor the internet sellers of tday.

Because of the crazed price competition in the retainmunityin thee a r | vy , tie 0npditérs
initiated anotherremarkable proliferation ofibers usedandconstructionmethods. Alongwith this new
wave of rug wholesaler activithe interior design community fell in love with Sisal, Seagrass and Jute
rugs. These immensely poputaatural fiberfloorcoveringsin both rug and wall to wall formatsvere
inexpensive and peofmed poorly. Their only real benefit was that they alloveedtomers andnterior
designersavho put rug purchases at the end of the projactdto preservetheir budget. At the outset of
the trend the principal source was a Boston importer namestilfh, but Design Material§jbreworks

and host of other mass market suppliers soon took over the business.

<>

The beginnings of the futurein t he | ate 1980’ s an#tcentuythei nui ng
market for the Tib&an weave carpets from Nepaxploded. Coincident with a marked fall off for the so

called Ti betan rug’ in Europe, particularly in Ger mar
production and built a new businefs American retailers in modern design rugs. There had away

been a cyclical resurgence of contemporary design in the rug markets. From the Nichols bold art deco

rugs of stotieaer a@a&t0i’c Ry a r ugs onfe backraitiohad dedighss Withi t  a |l we
the high quality and, often times, tasteful sign of the current Tibetan rugs, | feel that cycle has been

broken and we will see continued strength in contemporary rugse importers and/or retailers most

responsible for this major shift in decorative taste are Tufenki@amarian, The Rug Compahlyarp

and Weft, Lapchi andnost recently, Wool and Silk.

The sourcing base of countrippoducing handmaderugse gan t o condense in the |
was put bak under a trade embargo. Turkey became an industrialized cotintiye ¢ oworkdrsr y ' s

no longer willing to participaten a hand weaving busineasd the government of China utilized its

ability to centralplan itself out of hand made productiandinto machine made goods. Indiad

Nepal werehe greatestbeneficiaries.

However over the past 20 years, the tandem of Pakistan and Afghanistan have provided importers with

an ever evolving suppbf stylish and dependable rugs. The relationship between the often adversarial

countries is based upon a history of mass migrations #ithans fleeingppression in their own

country. Millionsof themw e n t to Pakistan in 1979 after, Russia i
fleeingthe Taliban. While living in refugee camesterprising Pakistani businessmen organized the
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Afghans andaught them to weave. They provided the yarn, thedhingand the packing and shipping.
Through a succession of innovative washes, these businesses have kafghhe products relevant.

First, therewere the still popular Afghan Kazalgs then the wood colored Gobrang rugsvhich we

called Peshawar rugs in AmericBhe Afghan weavers, now mostly back in Afghanistan, have continued
to weave rugs as contctors for Pakistani exporterdBoth have proven very flexible and seemheve
adapedto newdesigns and the usaf new fibers in their rug production

The hallmark of APak rugsthough,isthe devdopment and use ofreativenew chemical washeslin

part because ofhe unique finishing techniquesis not easy to control production betwedwo

countries,this union has never been able to successfully produce programmed Yiggsas one of a

kind rugs, over the past 20 years, most of the new trends and style directions in rugs have come from
Pakistan’s finishing shBovuesne swiatnhd ntohset Aoffg hAafng hwaenai vsetra
working its way through Pakistan to the markets, three important rug makave successfully

developed alAfghan productions. They are Amadi Carpets, Ariana and Pacific Collection.

In the context of soutiag unique products from difficult parts of trggobe, | really need to mention

Zollanvari. Thefourth generation Persian company is based in Shiraz, Iran and Zurich. The company is
aninnovative and dedicated u ppl i er to retail ers. In the | ate 1¢
company was to make the then popular full pile Gabbeh in room sizes. Later, through use of

contemporary designandcolgtsh e company’ s dwidg succkss starymBim, 1095w o r |
sanctions were imposed on Iran resulting in a 2006 embargo that halted Zollanvari shipments to the U.S.

Ever resourceful, the company-fecused and developed a new product, from India, making the

recycled SasBilk rugs available to stores acré@gaerica. With the lifting ofthee mbar go on I ran’ s
in 2016Zollanvari is agaiproducing very saleable Gabbétspiredrugs from Iran.

We haveseen rugs change from a utility item to a fashion statensert nany exotic and expensive

rugs have begun to sell in great numbeRug retailers are being ast to justify the price that thegre

asking for the ultracontempaary Tibetan rugs, theecycled Sari silk rugad thevintage lookngrugs

from Pakistarthat we are selling.Whenconsidering the value of rugs made todag need toput them

in context with the price of antique rugg-hisis appropriatebecause theantique rugswve prizetoday

are really ceincidences of deaative taste. In this exercise we ost realizeany rug created 100
yearsagowasdes gned t o satisfy an individual Whoisgsot omer ' s
say new rugs, using age old methods and materials and desfignamtiay's customers, witiot be

valuable 100 years in &future? Likewise, a century ago rug makers had no ideatti@tdesignsand

colors,meant for their current customers, would become the antgugs we value so dearly now

At the other end of the price spectrumh n t h emady®BnfobtérssAmiranand Trans Ocean in
particular,adopted hand tufted rugs froraources irChina.l n t h e maftedthe N®SsOn2080,

also made in China, was introduced other imporferaped into tufted rugs frm India. Tufted rugs are
aremarkable valueandallomle consumers to get mo r.e\ftef 2080Hat on f or t
woven durriesand hand loomed rugalso became popularThese threeconstructions create@n

opportunity for acustomer tobe able to afford to changeheir home design more ofterhanever

before. Rugs became disposable. While a threatemarketing development, it iot uncommon

trend asin the 22 centurymany productdbecamelessexpensive to replace thamepair. Take

televisions, for instance, ien was the last time anyonesed a TV repair shop? Wl see fewer

consumers cleaning rugs in coming years tedrug cleaners will have to adjust.

There was alsthe development ofr whole range of products with silk loalike viscose fibersMany
names for the ellulosic fiber have been usedsulting in market confusion that continues today. eSal
forces at retailers werenitially not well informed, but the rug cleaners seem to be helping the customer

15



understandthe relative merits of these fibersln our slbwroom, we are seeing customers with attee
understanding of the benefits and limitations af or partviscose rugs.

Another fiberand construction development that is still sweeping through the markets is advaruded
fibers using facgo-face Witon weaving maginery. These developments are takiplgce mainly in

Egypt and TurkeyPolypropylendiber has always beerokition dyedand Polyester is disperse dyed.
This means that the color is in the fiber, not surface dyed as with wool and dbiees fiised in the rug
business. fis typically means that the two fibers are much more easily cleaned. The innovation that
allowed theresurgence of the \ilton construction in recent years is that these fibers are now produced
with better loft and resistace to becoming matted and crushed in traffic lanes. Also, they can now be
made in finer yarn sizedat have a very wodike feel. A few companies with very adept designers
have harnessed the synthetic fiber innovations and created spectacular new rugs

New sources enterinthe importer communityas the 2% century beganall who have offer

programmed linesinclude Amer, Chandra, Jaipur Living, Kaleen, KAS, Loloi, LR Resources, Rizzy and
Surya.A common thread among these companies i tilhare feature Indian production. Mosif

these new companiesere onetime supplierto the last wave ohewrug importers orsold rugdirectly

to retailers. Each has added vitality to the rug trade and, through their promotion, has helped expand
the businessnto new distribution channelsMany of these companies are major participants in the
burgeoning onlindusiness. They approached the busingifferently. Of particular note iSurya

where managementealizedin 2004that they woull not be successfiibllowing the same marketing

plan agheir competitors. The company famously spent milliookdollarson their showroom at High
Point targeting furniture retailers. After ten years of dedication to e, Surya is dominant in the
segment. Furthermoee, they have been able to expand into a selection of coordinated products,
becoming a more important source to furniture storégeir momentumin furniture has allowed them

to become a nearly dominant supplier to serious interior designershawe begurio buy directly from

rug wholesalers. The mostimportaats pe ct Sur y a’, ferthemaas wed asithe garketlina n
general,is that they created excitement and real growth in the furniture and interior desigrket for

rugs.

Part Two

Enter the Internet. Earlier,l identifiedJ a ¢ o bGriental’ Rsigs, of Syracuse, NY as having been

oneof the most innovative rug sellers in America. Jacobson was a controversial figure in the business,

but for his day he employed some very cuttingyedrarketing tactics. Inthe 0’ s, as many r ug
businesse were trying recover fromWW,Il Jacobson’s advertised in New Y
would send Oriental rugs anywhere in America and that customers could send back whatever they

di dn’ t wodldalso.receivhio c o mp | i ment ar y papalarhook@fiental Rugs, Awn e r
Complete GuideRereading the book for this paper, | now see that it was actuafly&page
advertising br sragsaeraseve ¢albirtoddayhceo rsttanrooal dealeracross

Americaii t was an amazingly disruptive strategy and pc
used Internet logic a half century before the tactic became an operational platform for online sellers.

We know nowthat it must have been very successful because internet sales companies generally report

very low merchandise tarns.

S

The first few rugs were s ol dersauihgthedotdomboonh @B | at e 1
was the first major marketplacfor rugs and an incubator for many online sellers. By 2005 more

committed companies began operatimgthis new digital wonderlandRugs Dact, Rugs USA and Rug

Studio lel the way with more user friendly sites and free shippi@rly on, establishadtailers

considered internesalesa curious sideshowSomedipped their toes in the water aSverstock.com
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became the pioneer in multine offerings. Prices were lonandrugimporters and producers had
trouble with their conventionadlistribution. Theyawkwardy putminimum adertised pricelist§MAP)
into effect, but were nevereallyable to enforce them Both the sellers and the consumers were
learning how to use the internet and confusion was rampant.

Over the year®snline rugs sales have bo@th Some rug companies, notably Safavieh, have

strategically embraced the interneDthers have become factors in the business just based on the

inertia created by the flow of business to the internet channels. While it is true that fashion affects all

price points the internet tends to deliver carpets that satisfy a practical n&ijhter colors and less
complicatedrug designs, favoring traditionahave been most populaidt has to look good on screen

often ahandheld screen. The sales managiea major importer told me that whenever theyeet to

choose newugs to their line, they all look at the rugs on the floor thgh the camera on their phones.

Low end to moderate priced goods have led the way onlidand tufted initially and now Won rugs

dominate the online offerings. This is not to say that hand knotted goods do not sell online.

Bl oomi ngdal e’ s onl i ne alng, allrhanthinottedrwoeen.l s 75 rugs a

Rug deal ers originally s arwcamae intodhe shogds to séeehbanmdr o o mi n g’
style andcolorof rugthat they had seemnline. Howeverimproved websites and offers of free freight

and even free returns have all but eliminated the practice. These days, the websites compete with each
other and the rug importers have had to aggressively enforce their MAP prodratwgen their online

customers In contrast to the early yars, they have real clout nolaecause gry few online sellers stock

goods in their own warehouse§.he effective online articipants depend heavily asupplierinventory,

customer service and advertising programs.

Originally consi der ed inmaiobusness,omlirebsts sverd netallodated a ¢ o mp
properly. Whereas a conventionaktail store needs sogthing over50% gross margin to cover fixed

and variableexpenses, online retailers price their products at 2F%ss marginHowever overthe past

few years online sellers have begun to realize tiditile they havea very competitive fixed costs

relative to instore retailers, their variable expensesanai c h hi gher than ‘bricks ar

When he expense of free freight tdhe customerand the occasiondtee return freight ae added to

the product’s cost i dfitableasde into aloser.Dueltcettte profieofkhe | i ke a
typical onlinerugsald r ei ght on a 2x3, 3x5 and even a 4x6 can
Sellers have to sell many 6x9 and 8x10 rugs to balance out the margin loss of sellinggesnalitse

9x12 size and larger rugs are now charged a dimensional weight fee by the delivery companies limiting

what had been higher margin rates on big rugs. No doubt that the major online sellera have

preferentialrate structure from thedelivery conpanies, buthe ‘shipt @address on rugs is usually a

residence and typically a higher costevert & mar gin i mpact of the interne
has to beextremelysignificant.

One thing that is incremental about internetsalesis at t hey are usually eache
economies of scale in purchasing, stocking or shippBug.cessful online sellers negotiate minimum

stock agreements with their vendor§hese agreements actually increase the price of rugs relative to

the price that a stocking dealer would be offereflince each shipment is to an individual consumer

there is a shipping fee that conventional retailers, who buy in bulk, ddoeat. Furthermore, internet

companies need dedicated customer servidde® costs araow passed on tahe online merchant.

Granted, the online seller has little or no inventory, but they pay higher cost peralditisan a

conventional company. On the other haritle typical rug retailer has a very slow inventory turnover

rate and the carrying costs effettie bottom line. On balance, with better product cost allocation of
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online sales, they retajllaying field has become level. In either case now, online or in store, the
fundamental success criteria is volume growth.

As online companies have growthough,they have found that they have the saraehighergeneral

and adminstrative cost§G&A)Ythan' br i cks and mohe tost of website deceloamerit s .
and maintenance has skyrocketed since that advent ofriternet. New functionality and an enhanced
relationshipwith the customerare fundamentato success onlinand the osts are incredible. One
multi-line online seller is said to be developing a 3D experience where you can move furniture and rugs
in andout of a photoof your roomthat you havetaken with your phone The bigger online companies
have everbegunusinglocal markefTV advertising to dect customers to their websiteConsidering

this arms ace in the digital communityocal rugs shop usgntried and true promotional métods can

be competitive again.

To put this in perspective, the key competitimeenain marketing websiteds toproject a local

presence. Onengjoronlinesellehas sai d, “We want to bGettrmgass fast as
close as they can to this gdas been the strategy of thétee major web sellers of rugé/ayfair,

Amazon and Overstock.commazon is on record saying that it will do whatever is necessary to prevent

the debacle of Christmas 2013 when&JRheir delivery partner, could not deliver a surge in orders.

Recently they have purchased their own airplanes setdip a delivery hulat the closed Airborne

Freight facility in Ohio. This has raised the stakes, and costs, of selling online.

<>

So, how big is the rug mark@tThoseof us with many yearm the rug tradehave been amazed

at how quicklythe markethasshifted to the internet fronpeople buyingrugsfrm t hei r | oc al
As | was beginninthis paper, therug dealers | spokeith thoughtthat online sales were 40% or more

of the market in dollars and well over &0in units. fAen, |began speaking to owners and sales

managers at rug ingrters who, as a groughad little sense of how much business vie$ng done
onlineversusi st or e. Everybody was in their own f oxhol
happening out on the battlefield. Thesam®y conversations became the genesis of this project. | have

now spoken at length with over thirty industry leaders, agkithe same questiorand have gained a

good feel for the size ahshape of the US rug markethisis far from a scientific study, rather it is a

summary of observations that are reported indication of the current stat@ the US rug marketThe

datacollected and presented in the charts is available to any reader of this paper and | welcome any

comment and discussion.

After summarizinghe interviews, | searched for informaticon the market to cross check my
conclusions.The US import data is nbelpful because, except for hand knotted rugs, the entry codes
for carpets and rugs are@droad that the intended end use of the import is blurréthere must have

been market analyses conductadd in the files of the big corporatiottisat participate n this market

like Shaw, Mohawk and MillikeDiscussions | had with managers in thaeenpanies indicatéhat they
deducemuch of their information frontustomer conversations and management opinibmmy search
for a previous study many pointed me tawdsthe trademedia. Unfortunately, the nr&et for rugs in
comparison toother floorcoverings, is not only smdlt its definition varied widely between

publications. Butnone had any actual research on ruiyghen annual statef-the-market reportsare
published the rug component is usually factored up or down based on trends elsewhere in the report.

So, what is the size of the US marketdogarugs? And, what percent is done online? There are
answesto thesequestiors, but firstyou must defne the market. The reader may note that this is the
first ti me that | have used the term 'area rug’ ,
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the market definition is the following: Area rugs are floorcoverings that are usatkbtmraive
purposes. Area rugs are used in home or in commercial settinggh Bigs orcollectedrugs are not

considered area rugs.a€pet remnantsare not area rugs, but carpet purchased for area rugs and
finished withserged obound edges are includedMyd e f i ni t i on
use

for

for the purchase

and

can
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| have determined that the retail value of the 2016 US Area Rug market 5 §ifi@n. | have built this
number by defimig certain segments and estimating the volume in each. They are shown in Chart 1 and
described below Duringthe interviewsinformation was collectedn each segment and the principal

buyers in each. Both the interviews and further study afterwardsigbthe information on the online
percentages. As mentioned earlier, the datgd is thesealculation is availabl® anyone interested.
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Chart 1. The estimated 2016 US Area Rug market, at retail, totals $2.71 bill
and can be broken down into these segments.

See text for segment detai

carry a range of home products and that establish a relatigmwith the customerThe big three are

Majors, In store This group of sellers are
high visibility stores in major markets that
promote rugs as arimary or major
product category. Includes Restoration
Hardware, ABC Carpahd Home, Home
Goods Pottery Barn, (Williams Sonoma)
and Stark Carpet. Some have very high
online components; Williams Sonoma
reports that 50% of sales aamline,

however wecan besure it is a lot more

sauces and dishes than rugs. Restoration
does not report onlinesales;in fact, they

carefully guard this information. But,
speculation in the rug business putst

about 15% of sales.

Multi -line Online: Online sellerghat

Wayfair, Amazon and Overstock.com. These companies are increasingly focused on creating an

experience that is as fast as a trip to the store. Shesct o r

online and Safaviehenlinebusiness

a l

SO

necl

udes

Macy ' s

Furniture Stores:The endors feel that this is the fastest growing in store segment as furniture stores
have finally adopted rugs as a viable retail category. &iar Furniture Mart and its sister companies,

Ethan AllenGabberts, Arhaus, Mathis Brothers, Bon Ton. Importer staeksuccessfullgupporting

this segment andhaveallowed storedike Rooms to Go and kaboy Stores to move into rugs
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Chart 2. The perce share of market, by channel from Chart 1, above.

Big BoxThis segment includesorhe

Depot,

Lowe' SamCestctarget ,

Walmart and IKEALarge national sellers
with stores in every city and many in large
cities. Most business is done in store, but
all have active website strategies.

Rug Pecialty: Independent one ptwo
location storeswith hundredslike them
across the country. Thewwy higher end
carpets, cater to the interior design trade
and may also carry broadloom carpet.
Most have very limited online
components to their businesicluded in
this segment are carpet specialty stores,
where thereis some business done d@mea
rugs,(as defined above) but, few carpet

stores will

support the inventory

necessary to do much vohe.

CloseoutRetail: Deep discount stores that bugrge quantities from importeras well as direct from
overseas suppliers. The

Dump,

Greenfront, Beal |

Interior Designers: With many product categories caiag to designers, particularithe fabric industry,
designemhave become more organized and now buy direct, dramatieshancing their gross margin.
Designersdnd to buy custom rugs at the higher end, but not necessarily hand knotted.

DepartmentStores. Few areleft that still sellarearugs.Ma cy ' s/
This segment can capture the family relationship that seems to be the winning online strategy.
Consequently, the department stores are promotampgressively via theriternet.

Bl Ko mbQ Gahreey e s ,

Rug @aners: Across the country there areundreds of rug laundries that also sell su¢Jsually selling
better rugs that aranore likely to be easier to clearExcept for some very specialized high end
retailers, the ug cleaners tend to bsellers of antique rugs. This tends to increase their dollar sales on
more limited units. They have little or no interrsdles.

Lifestyle Retailers: Across the country stores like Pier 1, World Market, At Home, Bed Bath and Beyond
have begun to sell rigy There are also local Boutique merchants in every majorTdigy will sell area
rugs that are less expensive than the average and usuaalier sizes up tonly an 8x10

Rugonly Online: These areompanies that sell only rug©nline pioneerdike Rugs Direct, RedJSA,
eSaleRugs, Rug Studibhis sector is increasinglysadvantagd comparedto multi-line segmenbnline.

Majors, Online: This segment is dominated BRestoration Hardware alongwitvi | | i ams Sonoma’
divisions Pottery Barand West EIm

Catalogto-online: Sllers who actually mail catalogs to customasstheir only distribution methad
Companies like Homeelborators, (Home DepptBalla d* s and
and more of a selling tdic; almos all sales are completed ovére internet.

<>
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But, how much is sold online7his was actually the original question | set out to answer, but
needed to quantify the whole market to determine the percent that was being sold onfidding up

all the sgmentestimates above, | calllated the entire etail market at $2.71 billionFrom the same
estimates, internet sales in all segmemtas$679 million making the online share of market 25.1%.

2016 Area Rug Market In Store Channels 2016 Area Rug Market Online Channels

@ Majors, in store
[@ Big Box, in store

[ Department Store @ Multi line, online |

i |
O Rug Specialty Catalog-to-online
M Rug Cleaners @ Rug-only online |
B Furniture Stores O Majors, online ‘

M Interior Designers W Big Box online

M Lifestyle retail

H Closeout retail

Chart 3. In store sales are 74.9% of the 2016 Area Rug mark Chart 4. The online share of the Area Rug market is 25.19
The percentare instore segments held by each participant. The percents are the share of market within online sellers.

This is a substantially smaller share than | had thoagitite outset ofthis project, but itwas actually
the mostcommon response frormug importer community The importers were also in agreement that
online sales were growirg0-25% annually and 3 orténes faster than the conventional channels.

Early in the internet age the online sellers hasuastantial price advantage, but it heagaporated. And,

the importer and producer MAP programs seem to working. Researching this paper, | was able to find

the same vendor rug on almost #ile top websies at exactly the same price. Téeception was

Amazon, wher¢hesoc al | ed ‘' rhadrstme toper @icesfféred. The real news, though, is

that on all products that | testethe online prices were acceptable to the margin requirements of a

typica | “bricks and mortar’ retail er tsofdding busineéss a r es
online. According to mosbf the importer interviews that gointo adiscussion of onlineelling the

most dynamic and professionally managed onliewiter is Wayfair.This company is clearly setting the

standard in multiline online retailing, growing almos08% since 2012 to $2.2 bhillion in 2015.

Wayfair’s i nnovat iastrongtelationstipavihrtheit castomer tAaehsly to ssh

website and well thought out communications keep their customers returning to the site as their first

stop whenever they need something ftiieir home. They have made an aeih pitchpart of the sale; a

customer buys &offee table, no reason theshoulchtbuy a rugunderit But , wi t h sal | of Wa
success anthomentum they arestill losing money.The company lost 3.4% on saies2015and6.1%

thru the first sixmonths of 2016. The company is growing fast, but so are G&#kcosts. At sme

point growth may outpacéigher costof doing business, but most likely Wayfair will have to also

increasegross margin ratesTheredoes appeato be room for margin expansias Williams Sonoma,

(50% of their sales are online), reported 37% gross margin in¥0a5 f ai r ° s dehasdbeen mar gi n
25% in each of thiast 4 years.

With Wayfair leading the way, online rug sales will continue to grow rapidly. But, for tivemtonal
channels, particularly the rug specialty stores, rug cleaners and furniture stores, it isdic as it
oncemay haveappeared. Now that the internet has lost its price advantage with online marketing
costs likely to continue to increasiere is opportunity. Especially since the strategic direction online is
to ship faster and appear local. It gives the sellers whakmeady local a chande again be the local

‘“rug guy’
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The survivors in thigherend, full service rug retaiegmentmaybe aunique lot, with a necessary role
regardless of whabnlinetechnology core over the horizon Are theyreally different though? Were

the lastvideo, music, book or camera retailers differer®h the cusp of their extinction, | imagineat
they thoughtthat they were. Perhapsrug retailers can be more likfists? Flower shopsvere also a
mainstayof the local retail scendgut most haveost out to :800-FLOWER&M. However, every town
still has one remaining flower shop for the few remaining customers who have to see andhemell
roses. What makeghat one forist viable?Even more than service, dependabilmakes the difference.

END
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