MAIL ORDER SALES SEGMENTS

(Remember, this information should be used as a base to build from. For current direct marketing statistics please refer to these titles: The Direct Marketing Statistical Fact Book the Direct Marketing Response Rate Study the Catalog Age 150 the Consumer Directory of Mail Order Catalogs and the Business to Business Directory of Mail Order Catalogs.)

Animal Care

This is the third smallest consumer specialty product sales segment ($470 million) with the General product sub-segment accounting for 60% of sales and the Specialties sub-segment accounting for 40% of sales.

Petsmart the pet care products retail conglomerate, a recent entrant into this mail order market is the parent of the leading business in the segment, R.C. Steele/Sporting Dog Specialties.

Animal Care 1998 Consumer Sales

Segment Size:

No. Of Mail Order Businesses:
150


Mail Order $Sales ($Million):
470


Average Sales Per Business ($Millions)
3.1

5 Leading Businesses
























    Sales

Names



Sub-Segments

($Millions)
R.C. Steele/Sporting Dog
Dog Specialties
67.0

       Specialties

Nutro Products
General
60.0

Doctors Foster And Smith
General
50.0

Omaha Vaccine
General
33.8

New England Serum Co.
General
25.2

ANIMAL CARE CONSUMER SALES

	SEGMENT:
Animal Care
	SUB-SEGMENT:
  General

	1998 SALES ($MILLION):
280
	NO. OF

BUSINESSES:  50
	AVERAGE SALES PER BUSINESS ($MILLION):  5.6


	MAIL ORDER

RATIONALE:
	Unavailable at Retail

• Price
        • Line range and depth

	PRODUCT DOMAIN:
	Multi animal category supplies:  

Hard product, health product, accessories, gifts


	CHARACTERISTICS

	· Mid scale/Upscale

· Female oriented, Age 25-54

· Rural, suburban home-owners, hunters, groomers, pet owners, kennel keepers

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Nutro Products
	· Pet USA
	· Perform Pet Food

	· Doctors Foster And Smith
	· Ethical Products
	· That Pet Place

	· Omaha Vaccine
	· Thane Marketing International
	· Mason Co.

	· New England Serum Co.
	· Discount Master Animal
	


ANIMAL CARE CONSUMER SALES

	SEGMENT:
Animal Care
	SUB-SEGMENT:
Specialties

	1998 SALES ($MILLION):
190
	NO. OF

BUSINESSES:
100
	AVERAGE SALES PER BUSINESS ($MILLION):  1.9


	MAIL ORDER

RATIONALE:
	Unavailable at Retail

• Specialty
• Line range and depth
• Service

	PRODUCT DOMAIN:
	Product specialties for birds, bees, dogs, cats, horses


	CHARACTERISTICS

	· Mid scale/Upscale                                             (   Moderate order size

· Female oriented, Age 25-54

· Rural, suburban home-owners, hobbyists

	LEADING BUSINESSES ($5 MILLION+ SALES)

	R.C. Steele/Sporting Dog                    Specialities
	· J-B Wholesale Pet Supplies
	

	· Kennel Vaccine Vet Supply
	· Walter T. Kelley Co.
	


ANIMAL CARE CONSUMER SALES
	FACTORS 
	
	CHARACTERISTICS

	
	

	Generic Industry
	· Pet foods, supplies and services business U.S. 1996 sales:  $31B (60% in supermarkets):

      ( Pet food:  $9B

      ( Pet non food supplies:  $3.3B

      ( Equine food, tack, riding apparel and related supplies:  $8B

      ( Pet services:  $11B

(    58 million households own pets, 50% own more than one pet:

       ( Dogs – 57 million

       ( Cats – 70 million

       ( Horses – 11 Million

	
	

	Ownership
	Private‑‑86%    Public—14%    Government—08%

	
	

	
	                             Conglomerate Ownership

(   Humboldt Industries:  Discount Master Animal

	Market Segmentation


	(   KHR Ltd.: Omaha Vaccine

(    Petsmart: :R.C. Steele/Sporting Dog Specialties

   ( Female – 50%

   ( Bird, Equine Supplies – Upscale

   ( Dog, Cat Supplies – Mid scale

   ( Importance of groomer, kennel keeper markets

	
	

	Merchandising
	( Low average order size

	
	

	Customer Sourcing
	( Catalogs

( Space:  Magazines:  Dog Fancy, Dog World, Cat Fancy, Cats

( TV/Radio

	
	

	Customer Base Marketing


	( Catalog, Direct Mail



	
	

	Seasonality
	(Year round

	
	

	Operations
	( Generally small business size

	
	

	Problems
	( Small market size

	
	( Small order size

	
	( Limited business size potential


ANIMAL CARE CONSUMER SALES
	FACTORS 
	
	CHARACTERISTICS

	
	

	Opportunities
	( Upscale market demographics

( Stable demand

( Private label, exclusive products

	
	

	Trends
	( Recent entry of Petsmart into the Animal Care and the 

    Equestrian (Sporting Goods) markets

	
	


Apparel

This is the second largest consumer product specialty sales segment ($9,580 Million) with five top segment leaders accounting for more than one-third of sales (37%).

The segment is the arena of major and diverse conglomerate entry:

· Limited from retailing

· Popular Services (J. Crew Group) from direct selling

· Jelmoli from Swiss retailing

The industry leader, Lands’ End ($1,046 Million) accounts for about one-tenth of sales (11%).

The sub-segment leader, Great Outdoors ($2,560 Million) accounts for 27 percent of sales and with the next three leading sub-segments, Women’s Fashions ($1,660 million), Lingerie/Hosiery ($1,335 Million), and Apparel Specialties ($1,280 Million) accounting for more than two-thirds of sales (71%).

Apparel 1998 Consumer Sales
Segment Size:

No. Of Mail Order Businesses:
670


Mail Order $Sales ($Million):
9,580


Average Sales Per Business ($Million)
14.3


Internet $Sales ($Million)
200

5 Leading Businesses
























    Sales

Names



Sub-Segments

($Million)
Lands’ End
Great Outdoors
1,046.0

Victoria’s Secret
Lingerie/Hosiery
780.0

L.L. Bean
Great Outdoors
756.4

New Process Co.
Family Fashions
495.5

Chadwick’s of Boston
Women’s Fashions
473.6

Note:  Reclassification

   Non fashion oriented sub-group of Great Outdoors ($380 million sales) reclassified as Sporting

   Goods:  Apparel Oriented

APPAREL CONSUMER SALES

	SEGMENT:
Apparel
	*SUB-SEGMENT:
  Great Outdoors

	1998 SALES ($MILLION):
2,560
	NO. OF

BUSINESSES:  40
	AVERAGE SALES PER BUSINESS ($MILLION):  64.0


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Specialty
• Line range and depth
•Trade brand name

	PRODUCT DOMAIN:
	Lifestyle oriented apparel line, or apparel specialties with a prior or continuing sporting goods specialty connection


	CHARACTERISTICS

	· Upscale, urban oriented

· Increasing soft goods share

· Increasing female patronage

· High order size

· Company brand name loyalty

· Controlled circulation frequency

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Lands’ End
	· Tilley Endurables
	(   C.C. Filson

	· L.L. Bean
	· Sierra Trading Post
	· Tuttle Golf Collection

	· Eddie Bauer
	(  Patagonia
	(   Sport Europa

	· Cabela’s
	· Early Winters
	(   SportifUSA

	· Territory Ahead
	· Yale Sportswear
	


APPAREL CONSUMER SALES

	SEGMENT:
Apparel
	SUB-SEGMENT:
Women's Fashions

	1998 SALES ($MILLION):
1,770
	NO. OF

BUSINESSES:
50
	AVERAGE SALES PER BUSINESS ($MILLION):
33.2


	MAIL ORDER

RATIONALE:
	Unavailable at Retail

• Price

• Trade name brands
• Apparel styles

	PRODUCT DOMAIN:
	Full line of women's dress, casual apparel, sportswear and accessories


	CHARACTERISTICS

	· High end prices

· Importance of brands and labels for both classic and popular fashions

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Chadwick’s Of Boston
	· Mary Orvis Marbury
	· Knights

	· Newport News
	· Bedford Fair
	· Amenities Unlimited

	· Clifford & Wills
	· Papillon
	· Bergdorf Goodman

	· The Talbots
	· Anthony Richards
	· Rainbow Apparel Distribution Center

	· Old Pueblo Traders
	· Bedford Fair
	· Beverly Hill Fashions

	· J. Jill Ltd.
	· Barry Pace
	· Carolyn Roehm

	· Johnny Appleseed’s
	· Willow Ridge
	· Bonwit Teller

	· Lew Magram
	· City Spirit
	

	· Tog Shop
	· Brownstone Studio
	


APPAREL CONSUMER SALES

	SEGMENT:
Apparel
	SUB-SEGMENT:  Lingerie/Hosiery

	1998 SALES ($MILLION):
1,335
	NO. OF

BUSINESSES:
45
	AVERAGE SALES PER BUSINESS ($MILLION):
29.7


	MAIL ORDER

RATIONALE:
	Hosiery: Unavailable at Retail

• Price

• Occupational specialties

	PRODUCT DOMAIN:
	Hosiery: Men and women's: imperfect hosiery or underwear


	MAIL ORDER

RATIONALE:
	Lingerie: National access to trade name brands

	PRODUCT DOMAIN:
	Lingerie: Women's intimate apparel


	CHARACTERISTICS

	· Hosiery: Budget Marketing

· Lingerie: Glamour marketing

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Victoria’s Secret
	· Intimate Moments Lingerie
	· Delta Hosiery Mills

	· Sara Lee Direct Home Shopping
	· No Nonsence Direct
	· Beautiful Images/Comfortably Yours

	· Hosiery Corp. of America
	· Dechtar Direct
	· Lotions & Lace

	· Frederick’s of Hollywood
	· Elegance Lingerie
	

	· National Wholesale Co.
	· Intimate Appeal
	


APPAREL CONSUMER SALES

	SEGMENT:
Apparel
	SUB-SEGMENT:  Apparel Specialties

	1998 SALES ($MILLION):
1,280
	NO. OF

BUSINESSES:
260
	AVERAGE SALES PER BUSINESS ($MILLION):
4.9


	MAIL ORDER

RATIONALE:
	Unavailable at Retail

• Trade name brands
• Styles
• Material specialties
• Product Type

	PRODUCT DOMAIN:
	Sportswear, material, style, product type specialties


	CHARACTERISTICS

	· Exotic materials and hand craftmanship positionings (Material Specialties)

· High-end prices (Material Specialties)

· Fashion positionings (Sportswear)

· Popularity of swimwear
	· Military adaptations for unique self-expression

· Work-out apparel specialties

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· J. Crew Outfitters
	· Damart Thermawear
	· Wathne Corp.

	· Lerner Direct
	· Jazzertogs
	· Stone Mountain Craftsman’s Guild

	· Varsity Spirit Fashions
	· A.B. Lambdin
	(   Deva Lifewear

	· Garnet Hill
	· Allen Allen
	· Ranger Joe’s International Military Supply

	· Mark Fore & Strike
	· Cashmeres of Scotland
	· Hot Tomatoes

	· Tweeds
	· Ranco, Inc.
	· Ben Silver Collection

	· U.S. Cavalry Inc.
	· Brigade Quartermasters
	· DeSantis Collection

	· Dooney & Bourke
	· White Pine Co.
	· Madelaine Fashions

	· Coach Leatherware Co.
	· Ritchie Swimwear
	· Formula Impressions

	· Peruvian Connection
	· Deerskin Trading Post
	· Big Dog Sportswear

	· Paul Fredrick Shirt Co.
	· Ujena Swimwear
	


APPAREL CONSUMER SALES

	SEGMENT:
Apparel
	SUB-SEGMENT:  Women’s Big & Tall

	1998 SALES ($MILLION):
760
	NO. OF

BUSINESSES:
25
	AVERAGE SALES PER BUSINESS ($MILLION):
30.4


	MAIL ORDER

RATIONALE:
	Unavailable at Retail

( Price                 ( Line range and depth

	PRODUCT DOMAIN:
	Full line of apparel for women’s big, tall and petite sizes


	CHARACTERISTICS

	· Mid scale, down scale market

· Increasing merchandise sophistication

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Lane Bryant
	· Silhouettes
	· Unique Petite & Tall

	· Roaman’s
	· Lola Landers Fashion Plus
	· Ulla Popken

	· Nicole Summers
	· Fuller Fashions
	· Sloppy Joe’s Casualwear

	· Draper & Damon’s
	· Regalia
	


 APPAREL CONSUMER SALES

	SEGMENT:
Apparel
	SUB-SEGMENT:
Family Fashions

	1998 SALES ($MILLION):
650
	NO. OF

BUSINESSES:
45
	AVERAGE SALES PER BUSINESS ($MILLION):
14.4


	MAIL ORDER

RATIONALE:
	Unavailable at Retail

• Price

• Line Specialties

	PRODUCT DOMAIN:
	Men's, women's, and children's apparel and accessories


	CHARACTERISTICS

	· Low-end prices (except for Career Clothing)

· Impulse, fill-in products

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· New Process Company
	· Joseph A. Bank Clothiers
	· Harold’s

	· J. Peterman Co.
	· Bally
	(   Polywear Designs


APPAREL CONSUMER SALES

	SEGMENT:
Apparel
	SUB-SEGMENT:
Work Clothes

	1998 SALES ($MILLION):
500
	NO. OF

BUSINESSES:
55
	AVERAGE SALES PER BUSINESS ($MILLION):
9.1


	MAIL ORDER

RATIONALE:
	Unavailable at Retail

• Price

• Line Specialties Depth
• Line Range and Depth

	PRODUCT DOMAIN:
	Blue collar, trade and occupational apparel


	CHARACTERISTICS

	· Low-end prices

· Healthcare, service, blue collar, restaurant and uniform markets

· Diversification into weekend leisure market

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Wear-Guard Corp.
	· Hatch Gloves
	· Lion Apparel

	· Van Dyne Crotty
	· Wasserman Uniform Co..
	· R&R Uniforms

	· S & H Uniforms Corp..
	· Jasco Uniforms
	· Angelica Corp.

	· S.C.R.U.B.S.
	· Future Farmers of America
	· Some’s Uniforms

	· J.C. Penney
	· Akamin Trading Co.
	.


APPAREL CONSUMER SALES
	SEGMENT:
Apparel
	SUB-SEGMENT:   Men's Fashions

	1998 SALES ($MILLION):
345
	NO. OF

BUSINESSES:
30
	AVERAGE SALES PER BUSINESS ($MILLION):
11.5


	MAIL ORDER

RATIONALE:
	Not generally available at Retail

• Price

• Trade name brands

• Style access

	PRODUCT DOMAIN:
	Men's dress and casual wear and accessories


	CHARACTERISTICS

	· High-end prices

· Stress on labels and brands

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Haband
	· Bachrach’s
	· Huntington Clothier

	· Brooks Brothers
	· Bullock & Jones
	· Desmond’s Formal Wear

	· International Male/Undergear
	· Edison Brothers Stores
	· Cable Car Clothiers


APPAREL CONSUMER SALES
	SEGMENT:
Apparel
	SUB-SEGMENT:
Footwear

	1998 SALES ($MILLION):
300
	NO. OF

BUSINESSES:
85
	AVERAGE SALES PER BUSINESS ($MILLION):
3.5


	MAIL ORDER

RATIONALE:
	Unavailable at Retail

• Price


• Hard to find styles

• Hard to find sizes

• Luxury styles

	PRODUCT DOMAIN:
	Men's and women's dress and casual footwear and accessories


	CHARACTERISTICS

	· Hard-to-fit, specialty footwear, budget and top grade positionings

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Mason Shoe
	· Wissota Trader
	· G.H. Bass & Company By Mail

	· Maryland Square
	· Johnson & Murphy Mail Order Shop
	· Farmolare Shoes

	· Masseys
	· E.T. Wright
	· Hitchcock Shoes

	· Hanover Shoe
	· Knapp Shoes
	· Kenneth Cole

	· Ortho-Vent
	· Coward Shoes
	


APPAREL CONSUMER SALES
	SEGMENT:
Apparel
	SUB-SEGMENT:  Western Wear

	1998 SALES ($MILLION):
150
	NO. OF

BUSINESSES:
23
	AVERAGE SALES PER BUSINESS ($MILLION):
5.0


	MAIL ORDER

RATIONALE:
	Unavailable at Retail

• Line specialties
• Line range and depth

	PRODUCT DOMAIN:
	Men's, woman's, and children's apparel, footwear, accessories 


	CHARACTERISTICS

	· National markets for regional fashions

· Largely male market

· International popularity of western wear

· Western wear for unique self-expression

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Sheplers
	· Luskey’s Western Stores

	· Miller Stockman
	· Drysdale’s

	· Cheyenne Outfitters
	· P.F.I. Western Wear


	SEGMENT:
Apparel
	SUB-SEGMENT:  Men's Big & Tall 

	1998 SALES ($MILLION):
40
	NO. OF

BUSINESSES:
5
	AVERAGE SALES PER BUSINESS ($MILLION):
8.0


	MAIL ORDER

RATIONALE:
	Line range and depth generally unavailable at retail

	PRODUCT DOMAIN:
	Full line of apparel for men's big, tall and short sizes


	CHARACTERISTICS

	· Importance of shopping privacy

· Emphasis on selection variety compared to retail

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· King-Size Co.



APPAREL CONSUMER SALES
	FACTORS 
	
	CHARACTERISTICS

	
	

	Generic Industry
	· Fashion industry slump; 1993 last good year:

Women's rebellion against designer dictation (minis, Victorian funk) and price rises, demand for more sophistication, more mature styling, avoidance of gambling on color, spurning of fads, clothes becoming a commodity; smarter base of working women not shopping the way their mothers did; disappointing 1997 sales, designer clothes too dark, sizes too small

· Switch to casual office wear, corporate casual look for men's wear; sales in casual business clothing outpaced overall apparel market in 1994-1995

· Growing international popularity of western wear, sales at $12B

· Declining dress shoe market

· Increased competition in women's better apparel market

· Increasing concentration among manufacturers and retailers

· Consumer buying closer to fashion season

· Overall U.S. apparel market at $170B

· Overall women's apparel market at $90.0B, 4.7% annual growth 1990-1994; swimwear market at $1.2B in 1994

· Women's tailored clothing at $17.3B

· Women’s accessories market at $23B

· Intimate apparel excluding hosiery at $11.0B, bra market at $4.1B

· Hosiery industry at $2.2B, sales hurt by relaxed dress codes

· Overall large women's apparel market at $22.7B; 62% some size 12+; men's big and tall market at $2.8B (a million men 2XL and up in size)

· U.S. handbag sales @ $4.4B

· Men’s tailored apparel declined 10.5% in 1997, casual pants increased 12.4%

· Men's dress shirt market at $2.4B; men and boys' underwear

· market at $2.3B

· Jeans market in comeback at $11.1B with designer jeans at 10% share

· 90% of footwear sales in 1997 were imported

	
	

	Ownership
	Private‑‑43%    Public‑‑57%    Government‑‑0%

	
	



APPAREL CONSUMER SALES
	FACTORS 
	
	CHARACTERISTICS

	
	Conglomerate Ownership

· AEON Group: The Talbots

· Aramark:  Wear-Guard Corp., E.T. Wright

· Fingerhut:  Bedford Fair, Coward Shoes, Intimate Appeal, Old Pueblo, Regalia, Unique Petite & Tall, Willow Ridge

	
	· Brand Equity Ventures:  Huntington Clothiers, J. Peterman Co.

· Benetton: Benetton U.S.A.

· Berkshire Hathaway: Kale Uniform Co.

· Clarks International: Hanover Shoe

	
	· DM Management: J.Jill Ltd., Nicole Summers

· Damart S.A.: Damart Thermawear

· Diplomat Corp.:  Brownstone Studio, Lew Magram

· The Gap: Banana Republic

· Genesco: Johnson & Murphy Mail Order Shop

· Grupo Synkro: No Nonsense Direct

· Hanover Direct: International Male, Silhouettes, Tweeds

· Harcourt General: Bergdorf Goodman

· Hartmarx: Barrie Pace

· Initio: Deerskin Trading Post

· International Cornerstone:  Garnet Hill, Territory Ahead

· Jelmoli: Johnny Appleseed's

· Knight/Williams: City Spirit, Knights, Papillon

· Knightsbridge Capital Corp.:  Frederick’s of Hollywood

· La Redoute:  Chadwick’s Of Boston, King-Size Co., Lane Bryant, Lerner Direct, Roaman’s

· Limited (Intibrands): Victoria's Secret

· Mark Group: Mark Fore & Strike

· Marks & Spencer: Brooks Brothers

· Mason Shoe: Maryland Square, Massey’s, Mason Shoe, Ortho-Vent, Wissota Trader

· McCrackin Industries: Stone Mountain Craftsmen's Guild

· National Wholesale: Monarch New Zealand, National Wholesale

· Orvis: Mary Orvis Marbury

· Otto Versand: Eddie Bauer, Newport News

· J.C. Penney: J.C. Penney Uniforms

· Phillips-Van Heusen: G.H. Bass & Co. By Mail

· Quelle: Madelaine Fashions


APPAREL CONSUMER SALES
	FACTORS 
	
	CHARACTERISTICS

	
	

	
	Conglomerate Ownership (continued)

· Sara Lee Corp.: Coach Leatherware Co, Sara Lee Home Shopping

· Texas Pacific Group: Clifford & Wills, J. Crew Outfitters 

· Norm Thompson:  Early Winters

· TransAmerica Mailings: Anthony Richards

	
	

	Market Segmentation
	· Upscale: Women's Fashions, Men's Fashions, Great Outdoors, Western Wear, Materials Specialties

· Mid scale, down scale: Family Fashions, Men's and Women's Big and Tall, Work Clothes

	
	

	Merchandising
	· Increased importance of office leisure wear

· Movement towards fashion-forward from traditional apparel

· Increased apparel attention to needs of business women

· Increased importance of sportswear, activity and recreational wear.

· Men's Style segmentation:

· Fashionable, high end

· Bachrach, Bullock & Jones

· Traditional men's wear

· Joseph Bank, Brooks Brothers, L.L. Bean, Lands’ End

· Casual low priced fashions

· International Male

· Great Outdoors

· Importance of proprietary positioning product (rubber soled hunting shoe for L.L. Bean)

	
	

	Customer Sourcing
	· Class, shelter magazine and cold catalog list prospecting

	
	

	Customer Base

Marketing
	· Database media: catalog, direct mail and telemarketing

· Importance of guarantee and acceptance of returns

· Importance of shopping privacy (hard-to-fit, lingerie)

· Mail order vendor as fashion authority and source of fashion assurance

· Coordinated wardrobe marketing

	
	


APPAREL CONSUMER SALES
	FACTORS 
	
	CHARACTERISTICS

	Seasonality
	· Major spring and fall seasons without extreme seasonality

· Great Outdoors

· Year round with peak in Fall

	
	

	Operations
	· Reduction in own manufacturing

· Importance of lower price mail order programs and retail operations for merchandise clearance

· Great Outdoors

· Related retail operations from retail flagship (L.L. Bean) to retail chain (Eddie Bauer)

	
	

	Problems
	· High rate of merchandise returns (15-20%)

· Fashion turnover and inventory control

· Limited flexibility of product presentation

· Off-price apparel store retailing competition

· Competition from Gift and Sporting Goods mail order marketers

· Failures in retail store expansion (Royal Silk)

	
	

	Opportunities


	· Shopping privacy markets: Hard-to-Fit, Lingerie

· Service marketing for career woman's market

· Fashion upgrading of Hard-to-Fit market

· National marketing of a recognized high fashion line

· Coordinate ensemble merchandising

· Casual wear office market

· Great outdoors

· Importance of priority positioning product (L.L. Bean’s hunting shoe)

	
	

	Trends


	· 1998 consumer on-line sales at $435 million

· Business repositioning such as Lew Magram to Women's Fashions to avoid stagnation

· Expansion of women's apparel marketers into men's and children's apparel, although predominant focus in segment on women

· Recent slump in catalog apparel sales greatest for traditional apparel marketers

· Increased competition from high-end multi-products and gift catalogs (i.e., Spiegel)

· Increased prevalence of casual wear, price oriented presentations during business downturns


APPAREL CONSUMER SALES
	FACTORS 
	
	CHARACTERISTICS

	
	

	Trends (cont.)
	· Gulf War boost to military catalogs

· Growth of quality swimwear market

· Migration of Hanover Direct to Home Furnishings from Apparel

· Upsurge in growth and foreign expansion in Great Outdoors sub-segment:  L.L. Bean, Lands’ End

	          FACTORS             

Trends (cont.)
	· Balanced retail and mail order growth of Eddie Bauer

· 1996 Segment Events:

· Value Vision acquires Beautiful Images

· Freeman Spogli & Co. (Brylane) acquires Chadwick’s of Boston

· Cabela’s acquires Gander Mountain assets

· Woolworth acquires Eastbay Running Store

· Outdoor Industry Group acquires Montbell from Lands’ End

· Donecker closes its women’s apparel catalog

· Degre 7 out of business

· DM Management closes down Carroll Reed

· Norm Thompson closes down Primary Layers catalog

· Eastbay Running Store’s first public offer

· 1997 Segment Events:

· Texas Pacific Group acquires J. Crew Group

· Knightsbridge Capital Corp. acquires Frederick’s of Hollywood

· International Cornerstone Group acquires Garnet Hill

· Mason Shoe acquires Massey’s from Craddock Terry

· Diplomat Corp. acquires Brownstone Studio, Lew Magram

· Brand Equity Ventures acquires J. Peterman

· Riddell Sports acquires Varsity Spirit

· Bedford Fair in bankruptcy

· Brownstone Studio in bankruptcy

· Spiegel closes E-Style and For You

· Brylane in first public offer

APPAREL CONSUMER SALES
                               CHARACTERISTICS                                   

· 1998 Segment Events

· Fingerhut acquires Arizona Mail Order (Coward Shoes, Intimate Appeal, Old Pueblo Traders, Regalia, Unique Petite & Tall),. Bedford Fair/Willow Ridge

· La Redoute acquires Brylane (Chadwick’s Of Boston, King-Size Co., Lane Bryant, Lerner Direct, Roaman’s)

· Sak’s Holdings acquires Bullock & Jones

· Sue Brett closed down

· Cheyenne Outfitters closed down

· White Pine Co. bankrupt

· Clifford & Wills available for sale by Texas Pacific Group

· Milepost Post available for sale by Coldwater Creek

· Willis & Geiger available for sale by Land’s End




AUDIO/VIDEO CONSUMER SALES

Audio/Video
This is a moderate sales size segment ($1,580 Million) with average business mail order sales of $4.3 million.

Videocassettes accounts for 49% of segment sales and Stereo Equipment accounts for 37% of sales.

The failure of large companies to have emerged from this segment influenced by the price orientation in the Stereo Equipment sub-segment, and the limited discretionary income and the volatility of taste in the youth market for the Musical instrument sub-segment.  Greatest potential for further growth is in the Videocassettes sub-segment.


Audio/Video 1998 Consumer Sales

Segment Size

No. Of Mail Order Businesses

370


Mail Order $Sales ($Million):

1,580


Average Sales Per Business ($Million):
4.3


                      Internet $Sales ($Million):

                                              50

5 Leading Businesses





Sales

Name of Business
Sub-Segment
($Million)
CBS Home Video Club & Video Library
Videocassettes & Films

150.0

J & R Electronics
Stereo Equipment

132.0

Entertainment Center
Stereo Equipment

97.7

Playboy Video Catalog Unit
Videocassettes & Films

76.0

Musicians Friend
Musical Instruments:
    72.9



     Guitars/Banjos

AUDIO/VIDEO CONSUMER SALES

	SEGMENT:
Audio/Video
	SUB-SEGMENT:  Videocassettes & Films



	1998 SALES ($MILLION):
780
	NO. OF

BUSINESSES:
200
	AVERAGE SALES PER BUSINESS ($MILLION):
3.9


	MAIL ORDER

RATIONALE:
	Unavailable at Retail

• Line range, depth, specialties

• Ordering convenience

	PRODUCT DOMAIN:
	Entertainment, educational, documentary products


	CHARACTERISTICS

	· Continuity formats being developed

· Service, inventory and genre specialization

· Special interest genre base in mail order videocassette market

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· CBS Home Video Club & Video Library
	· Pulse Direct Video
	· Paladian Press

	· Playboy Video & Music Catalog Unit
	· Marketek Video Supply
	· Nationwide Home Discount Video

	· Time-Life Video
	· Reel.com
	· Lord Of The Dance Video

	· Reader’s Digest Video
	· Sounds True
	· Bennett Marine Video

	· Elizabeth Kaye
	· Video Catalog
	· Video Collections

	· Video Professor Industries
	· Hawkeye Marketing
	· Publishers Central Bureau

	· Video Showcase
	· Equine Research
	· Best Rated Videos

	· Choicemark Consumer Products
	· Fusion Video
	· Video Shoppers

	· Book-Of-The-Month Club
	· Public Broadcasting Service
	.


AUDIO/VIDEO CONSUMER SALES

	SEGMENT:
Audio/Video
	SUB-SEGMENT:  Stereo Equipment, Radio & Video Equipment

	1996 SALES ($MILLION):
580
	NO. OF

BUSINESSES:
70
	AVERAGE SALES PER BUSINESS ($MILLION):
8.2


	MAIL ORDER

RATIONALE:
	Unavailable at Retail

• Price

• Replacement equipment
• Line range and depth

	PRODUCT DOMAIN:
	Audio-video home entertainment appliances, kits, parts, and supplies


	CHARACTERISTICS

	· Components & after-market supplies

· High order size

· Generally local retail based operation

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· J&R Electronics
	· Cambridge Soundworks
	· Electronic Improviser’s Warehouse

	(   Entertainment Center
	· Superb Sound
	· Omni Electronic Mail Mall

	· Bose Corp.
	· Videorama
	· Audio Advisor

	· Rogers And Webster
	· Long’s Electronics
	· Video Overseas

	· Columbia Audio Video
	· Electronic Name Brands
	


AUDIO/VIDEO CONSUMER SALES

	SEGMENT:
Audio/Video
	SUB-SEGMENT:  Musical Instruments and Sheet Music

	1998 SALES ($MILLION):
220
	NO. OF

BUSINESSES:
100
	AVERAGE SALES PER BUSINESS ($MILLION):
2.2


	MAIL ORDER

RATIONALE:
	Product specialties and supplies generally unavailable or unavailable in depth at retail

	PRODUCT DOMAIN:
	Contemporary and antique instruments and supplies


	CHARACTERISTICS

	· Low order sizes of instruments supplies

· Markets of limited growth potential

· Youth orientation of market

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Musicians Friend
	· Interstate Music Supply
	· Carvin Corp.

	· American Musical Supply.
	· L.P. Music Group
	· Anyone Can Whistle

	· National Educational Music Co.
	· Elderly Instruments
	(   Malecki Music

	· Sheet Music Magazine
	
	


AUDIO/VIDEO CONSUMER SALES
	FACTORS
	
	CHARACTERISTICS

	
	

	Generic Industry
	· Audio equipment, musical instruments and supplies market at $21.4B

· Overall music instrument market at $4.2B divided between acoustic and electric markets

· Discount orientation of stereo equipment and videocassette markets ($6.95B in movie box-office in 1998)

· Videocassette rental sales in 1997 - $11.2B, $9.3B in purchases

· Video club sales slumped in past few years with more at home viewing options through cable and increased box office movie sales ($6.95B in movie box-office in 1998)

· Direct Broadcast Satellite subscriptions increase to 6 million in 1997, chipping away at movie rental volume

· Penetration of VCRs -- 90% (82 million households)

· TV households:  98 million 

Basic TV subscribers:  65.7 million

Homes with satellite receivers:  2.1 million



	Ownership
	Private‑‑77%    Public‑‑23%    Government‑‑0%

	
	

Conglomerate Ownership
· Creative Technology:  Cambridge Soundworks

· Dayton Hudson:  Video Catalog

· McGraw-Hill:  International Marine Publishing

· Playboy Enterprises: Playboy Video & Music Catalog Unit

· Reader's Digest Association: Reader's Digest Video

· Sony: CBS Home Video Club & Video Library

· Time Warner: Book-Of-The-Month Club, CBS Home Video      Club & Video Library, Time-Life Video & Television

· Viacom:  Blockbuster Video



	
	

	Market Segmentation
	· Stereo Equipment: Upscale

· Musical Instruments: Young, mid scale

	
	

	Merchandising
	· Stereo Equipment-Equipment, components, and specialties

· Musical instruments-Full, specialized lines for individual instruments

· Video Equipment-Equipment and software

	
	

	Customer Sourcing
	· Newspaper and magazine merchandise offer oriented prospecting and cold catalog list sourcing


AUDIO/VIDEO CONSUMER SALES
	FACTORS
	
	CHARACTERISTICS

	Customer Base

Marketing
	· Database Media: Catalog, direct mail

	
	

	Seasonality
	· Year round activity with emphasis on winter and summer home entertainment

	
	

	
	· 

	Operations
	· Generally non-manufacturing

· Wholesale and retail as well as direct marketing

	
	

	Problems
	· Retail price competition

· Limited markets for specialized instrument and equipment businesses

	
	

	Opportunities


	· Special interest market for videocassettes

· Limited retail store distribution for Instrument Specialties

	
	

	Trends
	· Growth leadership in videocassette specialty sales, including continuity formats

· Shift of videocassette markets to more specialized catalogs

· Mail order has 15% share of acoustic musical instrument market

· Customer service superiority key to videocassette business positionings

· 1996 Segment Events:

· Playboy (Critic's Choice Video) acquires list and other assets of Viewer's Edge from Time Warner

· Time Warner closes down Viewer's Edge

· 1997 Segment Events:

· Creative Technolology Ltd. (Singapore) acquires Cambridge Soundworks

· Critics Choice Video (Playboy) acquires Viewer’s Edge (list assets)

· 1998 Segment Events:

     (     Hollywood Entertainment Corp. acquires Reel.com


AUTOMOTIVE/AVIATION CONSUMER SALES
Automotive/Aviation

This is a moderately large sales size segment ($1,470 Million) with average mail order business size of $2.9 million.  Specialized Auto Supplies ($690 Million) accounts for 47% of overall sales. 

Growth in the segment has been driven by a combination of inflationary factors spurring consumer do-it-yourself maintenance of used and old cars, lifestyle factors spurring an interest in the collection and maintenance of old model vehicles and acquisition and maintenance of imported, luxury and sports cars.  To capitalize on these factors, mail order companies in the segment have had to inventory broad and expensive lines of after-market supplies in current and no longer produced models. A third growth factor has been the recent recovery of recreational vehicle sales.


Automotive/Aviation 1998 Consumer Sales
Segment Size

No. Of Mail Order Businesses:

500


Mail Order $Sales ($Million):

1,470


Average Sales Per Business ($Million)
2.9

5 Leading Businesses




Sales

Name of Business
Sub-Segment
($Million)
Warshawsky
General Auto Supplies

142.5

Camping World
Recreational Vehicle Supplies

44.0

Bike Nashbar
Bicycle/Motorcycle Supplies

37.9

WD-40 Co.
General Auto Supplies
    37.5

Crutchfield Corp.
Specialized Auto Supplies

33.5

AUTOMOTIVE/AVIATION CONSUMER SALES
	SEGMENT:
Automotive/Aviation
	SUB-SEGMENT:  Specialized Auto Supplies

	1998 SALES ($MILLION):
690
	NO. OF

BUSINESSES:
310
	AVERAGE SALES PER BUSINESS ($MILLION):
2.2


	MAIL ORDER

RATIONALE:
	Unavailable at Retail

• Specialty Line
• Specialty line depth

	PRODUCT DOMAIN:
	Antique cars, luxury cars, imported cars, specific models, racing equipment, special equipment


	CHARACTERISTICS

	· Car specialties for:


Foreign cars, sports cars, racing cars, classic cars

· Supply specialty types:


Stereo, radio, electronic, tires, car resurfacing

· Specialties for the garage shop trade

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Crutchfield Corp.
	· Duralube
	· Discount Tire Direct

	· Mid America Designs
	· Jacobs Electronics
	· Electrodyne

	· Year One
	· Moss Motors Unlimited
	· F1 Marketing Group

	· Eastwood Co.
	· International Auto Parts
	· Saleen Performance

	· Year One
	· MB Quest
	· Automobile Atlanta

	· Automatic Products
	· Meguiar’s
	· American Sports Car Design

	· Precision Power
	· Motorsport By Mail
	· Danchuk Manufacturing

	· Auto Custom Carpets
	· Eckler’s Corvette Parts
	· Bob Drake Reproductions

	· Long Motor Corp.
	· Ford Motorsport
	· Roadster Factory

	· Motorbooks International
	· Kanter Auto
	· Jegs Automotive

	· Hardco Auto Wax
	· Corvette Of America
	· Rocky Mountain Motorworks

	· Performance Automotive Products
	· Speedway Motors
	· Tweeks Unlimited

	· Performance Automotive Wholesale
	· Beverly Hills Motor Accessories
	· Volunteer State Chevy Parts


AUTOMOTIVE/AVIATION CONSUMER SALES

	SEGMENT:
Automotive/Aviation
	SUB-SEGMENT:
Automotive: General Auto Supplies

	1998 SALES ($MILLION):
350
	NO. OF

BUSINESSES:
65
	AVERAGE SALES PER BUSINESS ($MILLION):
5.3


	MAIL ORDER

RATIONALE:
	Unavailable at Retail

• Price

• Line range and depth
• Out of production parts

	PRODUCT DOMAIN:
	Full line of automotive parts, maintenance supplies and accessories


	CHARACTERISTICS

	· General line of supply type specialties and car specialties

· Economy sales orientation

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Warshawsky & Co.
	· Garage In A Box
	· International Autosport

	· U.S. #1 Auto Accessories
	· G.W. Bartlett Co.
	(  Griots Garage

	· WD-40 Co.
	(   Concourse Parts & Specialties
	(  Mill Supply


AUTOMOTIVE/AVIATION CONSUMER SALES

	SEGMENT:
Automotive/Aviation
	SUB-SEGMENT:
Bicycle/Motorcycle Supplies

	1998 SALES ($MILLION):
170
	NO. OF

BUSINESSES:
60
	AVERAGE SALES PER BUSINESS ($MILLION):
2.8


	MAIL ORDER

RATIONALE:
	Unavailable at Retail

• Line

• Line range and depth
• Line specialties

	PRODUCT DOMAIN:
	Information, performance enhancement, convenience or lifestyle products


	CHARACTERISTICS

	· Small, specialty businesses

· Rapid growth spurred by increased popularity and competitive recognition of bicycling

· Increased popularity of mountain bicycling and bicycle touring

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Bike Nashbar
	· Colorado Cyclist
	· DG Performance Specialties

	· Performance Bicycle/ Performance Diver
	· J&P Cycles
	· Branford Bike

	· Competition Accessories 
	· Easyriders
	· Chaparrel Cycle Supply


	SEGMENT:
Automotive/Aviation
	SUB-SEGMENT:  Automotive: Trucks/Tractors/Off-Road 




Vehicles

	1998 SALES ($MILLION):
110
	NO. OF

BUSINESSES:
40
	AVERAGE SALES PER BUSINESS ($MILLION):
2.8


	MAIL ORDER

RATIONALE:
	Unavailable at retail

• Line

• Line range and depth

	PRODUCT DOMAIN:
	Parts and supply specialties for off-road vehicles, pick-ups or trucks

	CHARACTERISTICS

	· Off-road vehicle kits and truck and tractor supplies

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Dick Cepek
	· Chevy Duty Pickup Parts

	· National Tire & Wheel
	· Kangaroo Products


AUTOMOTIVE/AVIATION CONSUMER SALES

	SEGMENT:
Automotive/Aviation
	SUB-SEGMENT:
Aviation Supplies

	1998 SALES ($MILLION):
85
	NO. OF

BUSINESSES:
10
	AVERAGE SALES PER BUSINESS ($MILLION):
8.5


	MAIL ORDER

RATIONALE:
	Line generally unavailable at retail

	PRODUCT DOMAIN:
	Parts, kits, safety products, accessories and lifestyle products

	CHARACTERISTICS

	· Gliding, parachuting, ballooning and airplane kit equipment

· Hardwear, apparel and accessories for amateur pilots

	LEADING BUSINESSES ($5MM+ SALES)

	· Aircraft Spruce & Specialty Co
	· Pacific Coast Avionics Corp
	· American Avionics 

	· Sporty’s Pilot Shop
	· RANS Inc.
	


	SEGMENT:
Automotive/Aviation
	SUB-SEGMENT:   Automotive: Recreational Vehicle Supplies

	1998 SALES ($MILLION):
65
	NO. OF

BUSINESSES:
15
	AVERAGE SALES PER BUSINESS ($MILLION):
4.3


	MAIL ORDER

RATIONALE:
	Unavailable at retail

• Line

• Line range and depth

	PRODUCT DOMAIN:
	Full line of recreation vehicles supplies, specialties and accessories


	CHARACTERISTICS

	· Full merchandise line for RV vehicles

· Supported by favorable senior market size and affluence factors

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Camping World
	


AUTOMOTIVE/AVIATION CONSUMER SALES
	FACTORS
	
	CHARACTERISTICS

	
	

	Generic Industry
	· Auto parts supply market

· $45.7B to auto makers for tires, batteries and accessories

· $18B to repair market

· $7.5B performance auto parts market

· Auto aftermarket sluggish during 1991-1992 with growth at 2-5%

· Limited time period for which manufacturers will maintain supplies and replacement parts for non-production cars

· Emergence of classic cars as collectible and investment objects

· Boom in do-it-yourself auto maintenance with declining new car sales

· Shrinkage of dealer distribution base for car sales and emergence of third party distributors like Sam's Club

	
	

	Ownership
	Private‑‑99%    Public—1%    Government‑‑0%



	
	
Conglomerate Ownership
· Genesis Direct:  NASCAR Catalog

· Northern Hydraulics: R.V. Direct Catalog

· Sportsman's Marketing: Sporty's Pilot Shop

	
	

	Market

Segmentation
	· Male

· Upscale: Recreational Vehicle, Sports Vehicles, Aviation Supplies

· Automotive Supplies:

· Mid scale, down scale: General and maintenance supplies Upscale: Racing and specialty car maintenance

	
	

	Merchandising
	· General Auto Supplies; Economy sales orientation

· Specialized Auto Supplies: Price premiums possible with restricted supply sources

	
	

	Customer

Sourcing
	· Special interest magazine space sourcing and cold magazine list sourcing

	
	

	Customer Base

Marketing
	· Database media: Catalog, direct mail


AUTOMOTIVE/AVIATION CONSUMER SALES
	FACTORS
	
	CHARACTERISTICS

	
	

	Seasonality
	· Year round activity with emphasis on spring and fall

	
	

	Operations
	· Non-manufacturing

· Common corollary wholesale and retail operations

· After-market sourcing for available supplies for non-production models

	
	

	Problems
	· Impact of recreational vehicle industry downturns on supplies after-market

· Mass merchandising retail competition with general auto suppliers

	
	

	Opportunities


	· Do-It-Yourself market demand especially in economic downturn

· Lack of coverage of old models supplies by auto dealers and auto supplies stores

· Consumer high tech appeal of performance enhancement market

· Third party distribution for car sales through internet

	
	

	Trends
	· Boom in catalog Corvette market

· Favorable impact of upturn in recreational vehicle industry

· Continuing hobby and investment interest in classic cars

· Development of high tech communication electronics and specialties

· 1997 Segment Events:

· Jet Stream (aviation products) out of business


BOOKS CONSUMER SALES
Books

This is the seventh largest consumer specialty sales segment ($3,400 Million), with five top businesses accounting for $1,214 million in mail order sales, 36 percent of mail order segment sales.

The Books mail order segment has been an area of convergence for conglomerate entry:

· Time, Inc. Reader's Digest, Meredith and Rodale from magazine publishing.

· Encyclopedia Britannica, World Book and Grolier from reference book publishing.

· Times-Mirror from newspaper publishing.

· Barnes & Noble from book retailing.

Mail Order Publications (books especially published for mail order distribution) and Book Clubs are well established sub-segments of both the mail order segment as well as book publishing in general.  Amazon Books and Barnes & Noble pushing explosive growth of on-line sales of books.


Books 1998 Consumer Sales
Segment Size

No. Of Mail Order Businesses: (major)

90
(Most publishers and







distributors, many







retailers)


Mail Order $Sales ($Million):

3,400


Internet $Sales ($Million):
      400

5 Leading Businesses







Sales

Name of Business
Sub-Segment

($Million)
Doubleday Book Club/Bantam
Book Clubs


310.0

Amazon Books
Books:  General Publishing


290.0

Rodale Book Division
Mail Order Publications


230.0

Time-Life Books
Mail Order Publications


210.0

Reader's Digest:  General & Series Books
Mail Order Publications


174.1

BOOKS CONSUMER SALES
	SEGMENT:
Books
	SUB-SEGMENT:  Book Clubs

	1998 SALES ($MILLION):
1,150
	NO. OF

BUSINESSES:
15+
	AVERAGE SALES PER BUSINESS ($MILLION):
--


	MAIL ORDER

RATIONALE:
	Unavailable at Retail

• Price


• Product pre-selection
• Product Specialization

• Ordering convenience

	PRODUCT DOMAIN:
	General subject or special interest or professional technical programs


	CHARACTERISTICS

	· Premium incorporated in upfront offer to obtain continuity commitment

· Profitability factors:

· Property acquisition and printing costs

· Member acquisition cost

· Member retention vital through and beyond offer commitments
	· Most sales in hard cover form

· More than 20 children’s book clubs

· Customer acquisition through general subject clubs, customer conversion through specialized clubs

· Expansion into children’s book clubs, video clubs, software clubs

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Doubleday Book Club/Bantam
	· Grolier Book Clubs
	· Troll Book Clubs

	· Book-Of-The-Month Club
	· Newfield Publications
	· North American Outdoor Group Hunting & Fishing Book Clubs

	· Newbridge Communications
	· McGraw-Hill Book Clubs
	· F&W Publications

	· Select Editions (Reader’s Digest)
	
	


BOOKS CONSUMER SALES
	SEGMENT:
Books
	SUB-SEGMENT:
General Publishing

	1998 SALES ($MILLION):
1,000
	NO. OF

BUSINESSES:
50+
	AVERAGE SALES PER BUSINESS ($MILLION):
--


	MAIL ORDER

RATIONALE:
	Unavailable at retail

• Price

• Special interest specialty
• Professional

• Technical Specialty

	PRODUCT DOMAIN:
	Professional, technical, scientific, business, medical, religious, children's books, remaindered art books, fiction, non-fiction


	CHARACTERISTICS

	· Professional, technical, scientific, business, medical, religious, trade, university presses, mass market paperbacks

· Mail order extensions of trade bookselling businesses

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Amazon Books
	· West 175 Enterprises
	· Akadine Press

	· Barnes & Noble Direct
	· Globe Pequot Press
	· Tresco

	· Simon & Schuster
	· Oxford University Press
	· Kinokuniya Publishers

	· Harlequin Enterprises
	· Sandvik Publishing
	· Daedulus Books

	· Sterling Publishing
	· Storey Communications
	· Chinaberry Book Service

	· Marboro Books
	· John Wiley & Sons
	· McFarland Publishers

	· Avon Books
	· McDowell Publishers
	(   New Bridge Educational Pub        lishing

	· Jessica’s Biscuit
	· University Book Service
	(   Random House Direct

	· Cowles Creative Publishing
	· Magazine Marketplace
	(   University Book Service

	· Warren, Gorham & Lamont
	
	


BOOKS CONSUMER SALES
	SEGMENT:
Books
	SUB-SEGMENT:
Mail Order Publications

	1998 SALES ($MILLION):
 950
	NO. OF

BUSINESSES:
15+
	AVERAGE SALES PER BUSINESS ($MILLION):
--


	MAIL ORDER

RATIONALE:
	• Price

• Special creations for mail order

	PRODUCT DOMAIN:
	Consumer and professional/technical special interest literature


	CHARACTERISTICS

	· Recycling of available or previously produced editorial art or film material into specialty series publications

· Continuity programs with high average order size over subscriber program lifetime

· Graphic, hard-cover, coffee-table book appeal

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Rodale Book Division
	· Heritage House Library/Southwestern Co.
	· Bantam/Doubleday/Dell Continuity

	· Time-Life Books Inc.
	· American Family Bookshelf
	· Meredith

	· Reader’s Digest:  General & Series Books
	· Leisure Arts
	· Wildlife Education Ltd.

	· Oxmoor House
	· Frank W. Cawood & Associates
	· Children’s Better Health Institute


BOOKS CONSUMER SALES
	SEGMENT:
Books
	SUB-SEGMENT:  Encyclopedias/Yearbooks/Reference

	1998 SALES ($MILLION):
300
	NO. OF

BUSINESSES:
10+
	AVERAGE SALES PER BUSINESS ($MILLION):
--


	MAIL ORDER

RATIONALE:
	Unavailable at retail

• Specialty book
• Encyclopedia periodic update

	PRODUCT DOMAIN:
	Encyclopedias, reference books, yearbooks


	CHARACTERISTICS

	· Yearbook continuity merchandising of reference book set buyers

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· World Book Direct Marketing
	· Gale Research
	· H.S. Stuttman/Webster’s Unified

	· National Register Publishing Co.
	· Funk & Wagnall’s
	· World Almanac 

	· Britannica Home Library/Yearbooks
	· Compton’s Learning Co.
	


BOOKS CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	Generic Industry
	· Increasing retail chain concentration of trade retail by superstores

· Sparse distribution of book outlets outside major metro areas

· Decreasing specialized title inventory in trade retail

· Trade book sales account for 26%, professional books for 20% of overall market

· Paperbacks as major format in book mass merchandising

· Major concentration of ownership in publishing and distribution by conglomerates

· Explosive growth of superstore book chains (200 superstores by 1993); decline of market share of independents/small chains from 33% in 1991 to 19% in 1996

· Book superstore (inventory) threat to local retail and mail order book businesses

· Increased pressure of superstores and mass merchandisers on publishers and independent book retailers:  lower percent of books ordered sold (independents 80%, superstores 70%, Wal-Mart 60%), publishers expected to discount price in proportion to promotional discount to public, concentration on best sellers (35% of adult hardcovers returned to publishers)

· Collapse of encyclopedia set prices with advent of encyclopedia CD ROMs

· 6.4% growth in 1998, overall book sales to $23.0B, world market at $82B in 1997

· 16.3% increase in 1996 Juvenile Paperbound book sales

· Foreign-based book publishers attracted by affluence and superior distribution system of U.S. market, 10 foreign-based publishers account for more than 35% of U.S. book sales with $7.2B of $26B

· Increase of Book Club sales in 1998 of 6%, decline in Mail Order Publication sales of 10% according to Assocation of American Publishers; Mail Order Publications declining since 1987, Book Clubs increasing since 1987

· Explosive growth of on-line book sales market in 1998 to $658 million with Borders, Walmart and Bertelsmann entering in addition to Amazon.com and Barnes & Noble

	
	


BOOKS CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	Ownership
	Private--40%    Public—60%     Government--0%

	
	Conglomerate Ownership
· Advance Publications:  Random House Direct

· Barnes & Noble: Barnes & Noble Direct, Marboro Books

· Berkshire Hathaway: World Book Encyclopedia

· Bertelsmann:  Bantam/Doubleday/Dell Continuity, Doubleday Book Club/Bantan, Newbridge Communications, Random House

· Editorial Planeta-DeAgostini: Newfield Publications

· Elsevier Wolters Kluwer:  National Register Publishing Co.

· Foster & Gallagher: Magazine Marketplace

(   Hearst: Avon Books

	
	· Lagardere Group: Grolier Book Club Continuity Program

· McGraw-Hill: McGraw-Hill Book Clubs

· Meredith: Meredith Mail Order Publications

· Primedia:  Funk & Wagnalls, World Almanac

· Reader's Digest: Reader's Digest: General & Series Books, Select Editions

· Reed Elsevier:  National Register Publishing Co.

· Rodale: Rodale Book Division

· Safra Group:  Britannica Home Library & Yearbook

· Smithsonian Institution: Smithsonian Institution Press

· Southwestern/Great American: Heritage Home Library

· Thomson Corp.: Warren, Gorham & Lamont

	
	· Time Warner: American Family Bookshelf, Book-Of-The-Month Club, Leisure Arts, Meredith Book Clubs, Oxmoor House, Time-Life Books

· Times Publishing Ltd.:  H.B. Stuttman

· Torstar: Harlequin Books

· Troll Associates: Troll Book Clubs

· Viacom:  Simon & Shuster

· John Wiley & Sons: John Wiley & Sons

	
	

	Market Segmentation
	· Mail Order Publications: Mid scale

· General Book Clubs: Mid scale

· Specialized Book Clubs: Upscale


BOOKS CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	

	Merchandising
	· Mail Order Publications: Recycling of editorial and art archives into special interest mail order publication formats

· Book Clubs: Merchandising of bestseller advertising in general book club selections and merchandising subject matter specialization in specialty book clubs

· Reference Books: Merchandising of editorial perishability through updates; CD ROM merchandising

· Clearance Businesses: Hard cover specialty bargains

	
	

	Customer Sourcing
	· Mail order publications: Direct mail solos

· Book Clubs: Newspaper, class and special interest magazines and direct mail promotions

· On-line marketing: explosive growth with $200 million in sales; Amazon entirely on-line based; Barnes & Noble aggressively entering on-line market

	
	

	Customer Base

Marketing
	· Book Clubs: Bulletins, newsletters

· General Books: Continuity promotions (encyclopedia annuals), catalogs (bookstores, clearance businesses)

	
	

	Seasonality
	· Full year activity with emphasis on winter and summer reading seasons

	
	

	Operations
	· Mail order publication program creation and testing and book club title selection and rights acquisition

· New book program and new membership promotional development and testing

	
	

	Problems
	· Membership acquisition costs and membership attrition rate of book clubs

· Property rights acquisition costs and royalties of book clubs

· Limited markets for specialty programs

· Vulnerability of Mail Order Publications to economic downturns

· High book return rates with negative option marketing

	
	


BOOKS CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	Opportunities


	· Expansion into on-line marketing

· Recycling of editorial and art archives in Mail Order Publications

· Cross-selling opportunities

· Long term database marketing opportunities

· Merchandising of editorial perishability in Yearbooks

· Book collecting and fine binding markets

· Shift of technical titles distribution from trade distribution to mail order

· Inspection and return convenience unavailable at retail

· Markets without bookstores

· Expansion into video and software and CD-ROM markets

	
	

	Trends
	· Problems of Time-Life and Grolier in Mail Order Publications especially in overseas markets

· Potential of encyclopedia customer bases for year-book and general merchandising follow-up sales development

· Robust book club growth at 8.6% in 1994, 7.4% in 1995, 11.9% in 1996, 4.9% in 1997

· Mail Order Publications at 7.3% decline in 1994, bare 0.4% growth in 1995, 3.6% growth in 1996, 10.1% decline in 1997

· Explosive growth of on-line sales of books (Amazon Books:  $290 million in U.S., $400 million worldwide)

· 1996 Segment Events

· Scholastic Corp. acquires Trumpet Books

· 1997 Segment Events:

· Amazon-com in first public offer

· 1998 Segment Events: 

· Bertelsmann acquires Newbridge Book Clubs and Random

      House


COLLECTIBLES CONSUMER SALES
Collectibles

This is a large segment ($2,200 Million) with high average business size ($5.50 Million).  The combined sales of the 5 top segment leaders ($830 Million) account for 38% of segment sales.

The segment is divided evenly between sales sub-segments of products currently produced as collectibles (Reproducibles, and Art sub-segments with 50 percent of segment sales) and sales sub-segments of products in the after-market (Stamps And Coins, Porcelains, Non-Reproducibles with 50% of sales).

Segment growth fluctuations induced earlier conglomerate entry and sub-segment departure by conglomerates like Charter, General Mills and Warner Communications.  Additional entry may be deterred by slackened segment growth and performance volatility related to precious metal investment values.

International market development is critical to sales and profitability growth.


Collectibles 1998 Consumer Sales

Segment Size:


No. Of Mail Order Businesses:


  400



Mail Order $Sales ($Million):


2,200



Average Sales Per Business ($Million)

5.5

5 Leading Businesses












Sales

Name of Business



Sub-Segment


($Million)
Franklin Mint




Reproducibles


348.0

U.S. Mint




Reproducibles


141.0

Hamilton Collection



Reproducibles: Porcelains
135.0

Bradford Exchange



Reproducibles: Porcelains
103.2

Danbury Mint




Reproducibles


103.2

COLLECTIBLES CONSUMER SALES
	SEGMENT:
Collectibles
	SUB-SEGMENT:
Reproducibles

	1998 SALES ($MILLION):
 1,010
	NO. OF

BUSINESSES:
60
	AVERAGE SALES PER BUSINESS ($MILLION):
16.8


	MAIL ORDER

RATIONALE:
	Collectibles originally produced to be collectibles with distribution limited to mail order to enhance value

	PRODUCT DOMAIN:
	Numismatic, philatelic, graphic and three dimensional manufactured collectible


	CHARACTERISTICS

	· Artificial limitation of supply

· Use of inexpensive one-shot offers to attract prospects and convert them to expensive continuity programs

· Proliferation of products


• Art Prints

• Books


• Commemorative Coins/Medals/Ingots


• Dolls


• First Day Covers

• Jewelers


• Militaria

• Miniature Automobiles
• Models


• Music Boxes

• Plates



• Sculpture


• Stained Glass
• Toys

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Franklin Mint
	· Vintage Securities
	· American Classic Collections

	· U.S. Mint
	· Heritage House
	· Gomola Associates

	· Danbury Mint
	· American Historic Society
	· Dixie Gun Works

	· NUMA
	· Washington Mint
	· National Emporium For The Arts

	· U.S. Postal Service-Philatelic Sales Division
	· Fleetwood
	· Columbia Mint


COLLECTIBLES CONSUMER SALES
	SEGMENT:
Collectibles
	SUB-SEGMENT:
Stamps & Coins

	1998 SALES ($MILLION):
500
	NO. OF

BUSINESSES:
90
	AVERAGE SALES PER BUSINESS ($MILLION):
5.5


	MAIL ORDER

RATIONALE:
	· National after-market for coinage and stamps originally manufactured for currency or postage

	PRODUCT DOMAIN:
	Recent and historical coins, stamps and trading cards


	CHARACTERISTICS

	· Dispersed supply market with large number of small firms

· Segment dominated by dealers (500 dealers in coin industry with $11 billion in annual sales)

· Telemarketing orientation of rare coin dealers

· Diversification of stamp & coin dealers into collectible cards

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Heritage Capital Corp.
	· J.J. Teaparty
	· Jamestown Stamp Co.

	· Collectors Corner
	· National Collectors Mint
	· R&A Coins

	· Littleton Stamp & Coin Co.
	· Earl P. Apfelbaum
	· National Historic Galleries

	· Volpone Stamp Company
	· All Sportcard Co.
	· H.E. Harris & Co.

	· Asset Marketing Services
	· International Collectors Society
	· Prince Of Cards

	· Federal Coin Fund
	· Paul Sims
	· Bowers & Merena Galleries

	· Mystic Stamp Co.
	· National Monetary Archives
	


COLLECTIBLES CONSUMER SALES
	SEGMENT:
Collectibles
	SUB-SEGMENT:  Reproducibles: Porcelains

	1998 SALES ($MILLION):
385
	NO. OF

BUSINESSES:
15
	AVERAGE SALES PER BUSINESS ($MILLION):
25.7


	MAIL ORDER

RATIONALE:
	• Collectibles originally produced to be collectibles with distribution restricted


to mail order to enhance value

	PRODUCT DOMAIN:
	Porcelain manufactured collectibles including plates, figurines and dolls


	CHARACTERISTICS

	· After-market activity as important as new issue marketing

· Highly seasonal Fall market for new annual issues of plate programs mainly produced in Europe

· Increased competitive pressure

· Expansion of collectible doll market

· Proliferation of Products


• Beer Steins
• Bells

• Dolls


• Figurines
• Plates
• Thimbles

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Hamilton Collection
	· Ashton-Drake Galleries
	· London Collectibles

	· Bradford Exchange
	· Paradise Galleries
	· National Emporium For The Arts

	· Lenox Collections
	
	


COLLECTIBLES CONSUMER SALES
	SEGMENT:
Collectibles
	SUB-SEGMENT:  Art



	1998 SALES ($MILLION):
 215
	NO. OF

BUSINESSES:
125
	AVERAGE SALES PER BUSINESS ($MILLION):
1.7


	MAIL ORDER

RATIONALE:
	· Products only marketable nationally through mail order by design or because of narrow market

	PRODUCT DOMAIN:
	Limited edition art, antiques


	CHARACTERISTICS

	· Limited edition marketing

· Membership orientation of some businesses

· Mail order offshoots of antiques dealerships

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Fine Art Impressions
	· Classic Glory of Sport
	· Winn Door Art Group

	· Design Toscano
	· Arius Tile
	· B & J Collectibles

	· Wild Wings
	· Antiques & Co.
	


	SEGMENT:
Collectibles
	SUB-SEGMENT:
Non-Reproducibles

	1998 SALES ($MILLION):
70
	NO. OF

BUSINESSES:
100
	AVERAGE SALES PER BUSINESS ($MILLION):
0.7


	MAIL ORDER

RATIONALE:
	• Collectible specialty too limited for common retail representation

	PRODUCT DOMAIN:
	Products with collector interest but not originally produced as collectibles


	CHARACTERISTICS

	· Product Categories:


• Autographs

• Entertainment memorabilia

• Maps/Charts


• Militaria

• Newspapers



• Postcards

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Showcase New England
	· Pentrex

	· Southeastern Collectible Expo
	


COLLECTIBLES CONSUMER SALES
	SEGMENT:
Collectibles
	SUB-SEGMENT:  Accessories



	1998 SALES ($MILLION):
20
	NO. OF

BUSINESSES:
10
	AVERAGE SALES PER BUSINESS ($MILLION):
2.1


	MAIL ORDER

RATIONALE:
	· Upscale collecting supply specialties not generally available at retail

	PRODUCT DOMAIN:
	Accessories for stamps, coins and plates


	LEADING BUSINESSES ($5 MILLION+ SALES)

	· U.S. Postal Service-Philatelic Sales Division
	· Scott Publishing



COLLECTIBLES CONSUMER SALES
	FACTORS
	
	CHARACTERISTICS

	
	

	Generic Industry
	· Market saturation and depression in precious metal prices resulting in shift from precious metallic to non numismatic collectibles

· Art auction market strongest since crash of 1990; Worldwide Auction Sales of Sotheby's at $1.7B, Christie's at $1.5B

· Prints, posters and lithographic market at $3B

· Overall collectibles and plates market size at $6.4B with 500 product sources and 11,000 retailers (Collectibles & Platemakers Guild)

· In 1998 gold coin bullion sales by U.S. Mint of 1.5 million ounces, most in 10+ years in response to equity market volatility

· Diversification of stamp and coin dealers into collectible sport cards

· Sports card sales market at $2B; plummeting of new Trading Card Sales from early 1990s; Fleer/Skybox, Upper Deck and Chase leading producers

· Sports Collectibles market weakened by 1994 baseball strike

· Autographed sports memorablila market at $250 Million

	
	

	Ownership
	Private--88%     Public--3%    Government—9%

	
	Conglomerate Ownership
· Atlanta Cutlery: Museum Replicas

· Bradford Exchange: Ashton Drake Galleries, Bradford Exchange, Hamilton Collection

· Brown-Forman: Lenox Collections Inc.

· Littleton Stamp & Coin Co.: Littleton Stamp & Coin Co., Mystic Stamp Co.

· MBI Inc.: Danbury Mint

· Roll International Corp.: Franklin Mint

· Southwestern/Great American: Heritage House

· Stanhome: Hamilton Collection

· U.S. Government: U.S. Mint, U.S. Postal Service -- Philatelics Division

	
	

	Market Segmentation
	· Upscale: Art, Non Reproducibles

· Mid scale, upscale: Reproducibles, Stamps and Coins, Porcelains

· Professional numismatists and philatelists insignificant part of mail order market


COLLECTIBLES CONSUMER SALES
	FACTORS
	
	CHARACTERISTICS

	
	

	Merchandising
	· Products with actual or potential after-market appreciation

· Products with original limitation in supply or increasing after-market scarcity

· Products with continuity or collecting interest

· Sale of corollary published information or accessories

	
	

	Customer Sourcing
	· Magazine and newspaper product promotions

· Syndicated sponsored third party direct mail promotions

	
	

	Customer Base

Marketing
	· Database media: Direct Mail, telemarketing

· Direct mail solo promotions

· Membership almanacs, catalogs, newsletters

· Time or numerical limited editions

· Auctions and product exchange services

	
	

	Seasonality
	· Year round promotional activity with emphasis on holidays and dates of commemorative events

	
	

	Operations
	· Program development merchandising, marketing and customer service key industry operations

· Few companies integrate backwards into manufacturing (i.e., The Franklin Mint, the exception)

	
	

	Problems
	· Unpredicability of price appreciation

· Volatility of precious metal prices and problems in forward pricing of precious metal product programs

· Quality control in reproducible products

· Order backlog attrition in continuity program orders

	
	

	Opportunities
	· Emergence of Sports Cards collectibles market

· Collecting as a hobby or socially oriented activity

· Cross-cultivation of collector interests

· Global marketing opportunities

	
	


COLLECTIBLES CONSUMER SALES
	FACTORS
	
	CHARACTERISTICS

	
	

	Trends


	· Potential of current upturn in collectibles and stamps and coins markets with anticipation of renewed inflation

· Diversification of Bradford Exchange into collectible dolls and accessories (Ashton-Drake)

· Increasing telemarketing orientation of rare coin dealers

· Increased competitive pressure in collectible plate market

· Emergence of sports cards collectible market

· Direct response collectibles space advertising hits a wall in 5/95 with 10% decline; shift into direct mail and TV

· 1997 Segment Events:

· Bradford Exchange acquires Hamilton Collection from Stanhome





CONSUMER ELECTRONICS CONSUMER SALES
Consumer Electronics

Including Personal Computer Hardware and Software this is the second largest segment ($14,120 Million).  Outside of Personal Computer Hardware and Software the segment is largely entrepreneurial (i.e., Sharper Image) with as yet little conglomerate entry.

The dominant sub-segments with explosive growth are Personal Computer Hardware and Software accounting for nine-tenths (92%) of segment sales. The formerly most publicized sub-segment, Electronic Products ($1,100 Million) is characterized by entrepreneurial merchandising by companies like the Sharper Image, JS&A National Sales and Damark.  The Scientific sub-segment serving the hobby and educational science markets, is less promotional and more technical in its appeal.


Consumer Electronics 1998 Consumer Sales

Segment Size


No. Of Mail Order Businesses:

570+




Mail Order $Sales ($Million):

14,070



Average Sales Per Business ($Million):

24.7-



Internet $Sales ($Million)


700

5 Leading Businesses







Sales

Name of Business
Sub-Segment

($Million)
Gateway 2000
Personal Computers: Hardware
5,996.9

Computer Discount Warehouse
Personal Computers: Hardware
1,610.8

Damark

Electronic Products
569.2

PC Connection
Personal Computers:  Software
550.6

Creative Computers
Personal Computers:  Hardware
475.1

Note:  Reclassifications from 1997:


PC Connection ($550.6 million sales) from Personal Computers:  Software to Personal


    Computers:  Hardware

CompUSA ($382.3 million sales) from Personal Computers:  Software to Personal

     Computers:  Hardware

Micro Warehouse ($1,379.2 million sales) from Consumer Electronics:  Personal 

     Computers:  Software to Business Supplies:  Computer Software


CONSUMER ELECTRONICS CONSUMER SALES
	SEGMENT:
Consumer Electronics
	SUB-SEGMENT:  Personal Computers: Hardware

	1998 SALES ($MILLION): 10,600
	NO. OF

BUSINESSES:  170+
	AVERAGE SALES PER BUSINESS ($MILLION): 62.3-


	MAIL ORDER

RATIONALE:
	• Mail order distribution facilitating price below that at retail

	PRODUCT DOMAIN:
	• Cloned consumer application oriented hardware and peripherals


	CHARACTERISTICS

	· Personal computer space media oriented

· Discounted, clone product oriented

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Gateway 2000
	· Tri-Star Computer Corp.
	· Hardwarestreet.com

	· Computer Discount Warehouse
	· PC Importers
	· Computers Direct

	· PC Connection
	· CompuSense
	(   Cyber Warehouse

	· Creative Computers
	· Cyberian Outpost
	(   Coral Reef Distributers

	· CompUSA
	· Peripheral Outlet
	(   Quick Link II

	· IBM Personal Computer Co.
	· Computer Geeks Discount Center
	(   Jade Computer Products

	· Sun Data
	· Inca Computer Co.
	(   Electrified Discounters

	· Comtrade Electronics
	· Computerware Direct
	(   Starship Computer Co.

	· Buycomp
	· PC Warehouse
	(   Computer Revelations

	· Micro Experts
	· Super Micro
	(   Tredex California

	· Swan Technologies
	· Harmony Computers
	(   Cyberguys!

	· Elek-Tek
	· Legend Micro
	(   Computerland

	· New MMI Corp
	· Barnett’s Computer Warehouse
	



CONSUMER ELECTRONICS CONSUMER SALES
	SEGMENT:
Consumer Electronics
	SUB-SEGMENT:  Personal Computers-Software:

1. General

	1998 SALES ($MILLION):
2,300
	NO. OF

BUSINESSES:  300+
	AVERAGE SALES PER BUSINESS ($MILLION):
7.6--


	MAIL ORDER

RATIONALE:
	Unavailable at retail

• Price

• Product specialties

	PRODUCT DOMAIN:
	Educational, entertainment, household and financial assets management, home office applications software


	CHARACTERISTICS

	· Personal computer space media oriented

· Discount oriented

· Expansion of CD-ROM publishing

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Multiple Zones International
	· Software.com
	· Optimum Resources

	· Egghead.com
	· State Street Discount
	· Fusion Software

	· Intuit
	· The Software Labs
	· Consumer Marketing Research

	· Parsons Technology
	· Software Creations
	· Softdisk Publishing

	· Netegrity Inc.
	· Software Of The Month Club
	· Software Express

	· Computability
	· Mac-Market
	· Softman Products Co.

	· Micrologic Software
	· Aladdin Knowledge Systems
	· Shareware America

	· Software Additions
	· Express Direct
	



CONSUMER ELECTRONICS CONSUMER SALES
	SEGMENT:
Consumer Electronics
	SUB-SEGMENT:
Personal Computers-Software:

2. Entertainment/Educational


	LEADING BUSINESSES ($5 MILLION+ SALES)

	· The Learning Co.
	· Maxis
	· Educorp

	· Deseret Book Club
	· Discus
	· Queue Inc.

	· Funco
	· Optimum Resources
	· Electronic Arts

	· Central Scientific Co.
	· Sierra-On-Line
	(   Wind & Weather

	· Broderbund Software
	· Education Access
	· Lafayette Instruments

	· Educational Resources
	· Kidsoft
	· Aurum Telemedia

	· Edutainment Co.
	· Virgin Mastertronic
	(   Baudville Inc.

	· Davidson & Associates
	· Guidance Associates
	



CONSUMER ELECTRONICS CONSUMER SALES
	SEGMENT:
Consumer Electronics
	SUB-SEGMENT:  Electronic Products

	1998 SALES 
($MILLION):   1,100
	NO. OF

BUSINESSES:  70
	AVERAGE SALES PER BUSINESS ($MILLION): 15.7


	MAIL ORDER

RATIONALE:
	Unavailable at retail:

• Price

• Functional Specialties
• Entertainment specialties

	PRODUCT DOMAIN:
	Consumer high tech products employing electronic technology


	CHARACTERISTICS

	· JS&A set long copy style for consumer electronics marketing

· High technology product selection

· Telephone marketing to convert impulse buying

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Damark International Inc.
	· J.S.A. Group Inc.
	· Beyond Hi-Tech Electronics

	· Sharper Image
	· The Phone Store
	· Super Locomotion

	· Heathkit
	· Discount Shoppers Sweepstakes
	· Communications Electronics

	· Herrington
	· Appliances & Electronics Store
	· Culver City Electronics

	· Lifestyle Fascination
	· Solo International
	· Modern Electronics

	· Heartland America
	· High End Electronics
	· Electronic Specialists

	· Comtrad Industries
	· Fascination Gadgets
	· Swerdlow Link Partners



CONSUMER ELECTRONICS CONSUMER SALES
	SEGMENT:
Consumer Electronics
	SUB-SEGMENT:  Scientific

	1998 SALES ($MILLION):
70
	NO. OF

BUSINESSES:  30
	AVERAGE SALES PER BUSINESS ($MILLION):  2.3


	MAIL ORDER

RATIONALE:
	Unavailable at retail:

• Specialty lines
• Specialty lines depth

	PRODUCT DOMAIN:
	Scientific products for consumers selected for hobbyist and educational value


	CHARACTERISTICS

	· Products with consumer, business and educational market applications

· Optical and amateur laboratory equipment

	LEADING BUSINESSES ($5MM+ SALES)

	· Edmund Scientific


CONSUMER ELECTRONICS CONSUMER SALES
	     FACTORS

	
	CHARACTERISTICS 

	
	

	Generic Industry
	· $100B-$120B U.S. Personal Computer Hardware Market (consumer and business), mail order share at 15-20%, 

· By end of 1997, sub $1,000 personal computers account for one-third of store-sold personal computers, average selling price for home personal computers drops 30% to $1,169 from 1/97 to 1/98

· Household penetration of personal computers increases to 43% from 40% spurred by sub $1,000 personal computers, 75% for households with $75,000+ income

· Acceleration of direct to buyer personal computer sales under stress of rapidly depreciating value and need to speed-up inventory terms

· $7B-$10B U.S. Personal Computer Software market; mail order share 30%-50%

· $1B market in personal computer games in 1993 from $.75B in 1992

· Electronic entertainment market expected to more than double to $22.4B by year 2000 (Interactive Digital Software Association)

· Educational software market at $500 million

· Home productivity (home financial products) software market at $1.3B

· Explosive growth in CD-ROM market

· Maturity and slowing growth of consumer electronics and personal computer industries

· Entry of manufacturers into wholesaling and retailing

· Increased growth dependence on demand for software and programming

· Low product margins except for specialty merchandise

· Opening of Personal Computer superstores by Tandy and CompUSA

· Retail dividing into superstores for mass market, boutiques for high end

	
	

	Ownership
	Private--42%      Public—58%      Government--0%

(Percentage base excludes Computer Hardware and Software segments)


CONSUMER ELECTRONICS CONSUMER SALES
	     FACTORS

	
	CHARACTERISTICS 


	
	

	
	Conglomerate Ownership
· Compagnie des Machines Bull: Heathkit

· CompUSA: CompUSA

· Creative Computers:  Computability, Creative Computers, Elek-Tek

· Havas S.A.:  Davidson & Associates, Sierra-On-Line

· IBM Corp.: IBM - Personal Computer Co

	
	· Intuit:  Intuit

· Mattel Co:  The Learning Co., Broderbund Software, Parsons Technology

· Micro Warehouse: Micro Warehouse

	
	

	Market Segmentation
	· Male, 20-45

· Upscale: Electronic Products/Personal Computers, Scientific

	
	

	Merchandising
	· Consumer information-oriented merchandising of futuristic Electronic Products

· Technical, business-oriented merchandising of Scientific Products

· Price orientation of merchandising of Personal Computer Hardware and Software

	
	

	Customer Sourcing
	· Class and special interest magazines and compiled and mail order list direct mail sourcing for Electronic Products and Consumer Scientific Products

· Computer Space Sourcing for Personal Computer Hardware and Software

	
	

	Customer Base

Marketing
	· Database media: catalog, direct mail, telemarketing

· Direct mail solo and catalog publishing

· Consumer electronics marketing as bridge between high tech avant garde and upscale consumers

	
	

	Seasonality
	· Year round activity

	
	

	Operations
	· Sourcing of Electronic Products, manufacture or sourcing of Scientific Products

· Emphasis on telephone marketing and credit card marketing of Electronic Products

	
	


CONSUMER ELECTRONICS CONSUMER SALES
	     FACTORS

	
	CHARACTERISTICS 

	
	

	Problems
	· Delivery fulfillment of Electronic Products

· Rapid turnover of consumer interest in Electronic Products categories

· Retail price competition for Electronic Products and Personal Computer Hardware and Software

· Limited exclusivity window of Consumer Electronics products

	
	

	Opportunities


	· Explosive growth of home-office market

· Home installation base of Personal Computers

· Computer literacy of young adult market

· Influence of consumer electronics market

· Entertainment and educational software and CD-ROM markets

	
	

	Trends
	· Evolution of computer direct marketing

· 1979

· First mail order computer publication

· Micro hardware mail order emerges from photography mail order segment

· 1980s

· Price wars in industry - grey marketing selling of IBM PCs through unauthorized dealers

· Distributors seize control of micro products distributons; except for Apple, manufacturers no longer sell directly to retailers; margins down to 10%.

· Retailers become "resellers" emphasizing consultation

· Mail order vendors excel in service

· Mailing list becomes important selling tool

· Moderating growth of consumer personal computer and small business personal computer installed market

· Increasing importance of second and third generation computer owners and professionals

· Growth of home-office market and home computer market

· Increasing growth interest of traditional mail order marketers in retail store expansion

· Catalogs diversifying into upscale non-electronics categories (apparel, gourmet, gifts, housewares, decorative accessories)

	
	· Strong penetration of mail order in consumer software market




CONSUMER ELECTRONICS CONSUMER SALES
	     FACTORS

	
	CHARACTERISTICS 

	
	

	Trends (cont.)
	· Consumer trend away from electronic toys/gadgets to functional products as market matures

· Painful economic problems of key marketers such as Dak because of sourcing and demand problems

· 1996 Segment Events

· Consumer 1998 on-line sales of consumer electronics excluding computers at $430 million, of computer hardware at $1,887.3 of computer software at $762 million

· Corporate Express acquires ASAP Computer Express

· Comp-U-Card International acquires Davidson & Associates, Knowledge Adventure and Sierra-On-Line

· IBM acquires Edmark

· SoftKey acquires Learning Co. and Minnesota Educational Computing

· CompUSA acquires PCs Compleat

· Micro Warehouse acquires USA Flex

· Multiple Zones International makes first public offer

· 1997 Segment Events:

· Elek-Tek acquires Computability Ltd.

· Creative Computers acquires Elek-Tek

· Global DirectMail acquires Infotel

· Broderbund Software acquires Parsons Technology

· Cincinnati Microwave in bankruptcy

· Elek-Tek in bankruptcy

· Sharper Image closes Spa Collection

· 1998 Segment Events:

· Learning Co. acquires Broderbund and Mindscape

· Mattel acquires The Learning Company

· Electronic Arts acquires Maxis

· American Education Corp. acquires Projected Learning

· Egghead acquires Surplus Direct

· PC Connection in first public offer




PC Software Sales Report: North America ($Millions)
	Categories
	1996
	1995
	1996 % Growth

	Entertainment
	$862
	$826
	4

	Home Creativity
	338
	301
	12

	Home Education
	958
	940
	2

	Finance
	468
	397
	18

	Word Processors
	976
	1,085
	-10

	Spreadsheets
	882
	865
	2

	Databases
	430
	337
	28

	Integrated
	107
	134
	-20

	Utilities
	774
	621
	25

	Presentation Graphics
	549
	463
	19

	Drawing & Painting
	343
	462
	-26

	Desktop Publishing
	358
	357
	0

	Other Graphics
	275
	314
	-12

	Project Management
	171
	164
	5

	PIMs
	349
	395
	-12

	Language & Tools
	418
	361
	16

	Other Productivity
	2,321
	1,625
	43

	Total
	10,580
	9,772
	8


Source:  Software Publishers Association

COSMETICS/BEAUTY AIDS CONSUMER SALES
Cosmetics/Beauty Aids
This is a small segment ($810 Million) with relatively large average company mail order sales ($4.5 Million).  The importance of this sales segment to the mail order mid scale women's market has, in the past, attracted conglomerate entry despite its modest size (Spencer Gifts, GRI, Unity Buying Service entered and since exited market).

The predominant sub-segment, Non-Continuity Merchandising ($766 Million), accounts for more than nine-tenths of segment sales (95 percent) and takes two forms: specialty merchandising positioning around a special cosmetic formulation (i.e., organic) or cosmetic specialty (skin care), or an economy oriented general cosmetic line.  The Continuity sub-segment, recovering from a recent decline, accounting for less than one-tenth of sales (5 percent) either exploits sampling as the continuity products source or at a higher price level offers personalization in cosmetics packaging.


Cosmetics/Beauty Aids 1998 Consumer Sales
Segment Size:



No. Of Mail Order Businesses:

180



Mail Order $Sales ($Million):


810



Average Sales Per Business ($Million):

4.5

5 Leading Businesses








Sales

Name of Business

Sub-Segment
($Million)
Murad Skincare Products

Non-Continuity
  53.5

Tinkerbell Inc.
Non-Continuity
44.8

Wigs By Paula
Non Continuity
44.0

Cosmetique Beauty Club
Continuity
43.6

All These Brand Names
Non-Continuity
26.0

COSMETICS/BEAUTY AIDS CONSUMER SALES
	SEGMENT:
Cosmetics/Beauty Aids
	SUB-SEGMENT:  Non-Continuity

	1998 SALES ($MILLION):
527
	NO. OF

BUSINESSES:  140
	AVERAGE SALES PER BUSINESS ($MILLION):  3.5

	MAIL ORDER

RATIONALE:
	Unavailable at retail:

• Price

• Product Specialties and depth
• Product styles

	PRODUCT DOMAIN:
	Cosmetics, toiletries and hairpieces

	CHARACTERISTICS

	· Low order size

· Cosmetic specialties:


• Organic formulations
• Nostalgia cosmetics toiletries       • Skin care cosmetics


• Hair specialties and wigs

· Economy oriented general lines

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Murad Skincare Products
	· Tova Corp.
	· Vicky La Motta Cosmetics

	· Tinkerbell Inc.
	· Unique Products
	· Fragrance International

	· Wigs By Paula
	· Not Until Now Cosmetics
	· Continental Quest

	· All These Brand Names
	· Stagelight Cosmetics
	· Palm Beach International

	· Interwood Marketing Group
	· Para Laboratories
	· Natural Beauty

	· Berje Chemical Products
	· Celebrity’s Choice
	· Warner Jenkinson

	· La Costa Products International
	· Tourneur Cosmetics
	· Ulta-3

	· Rachel Perry Co.
	· Revlon Beauty Trends
	· Retinol

	· Avon Products
	· Youth Secrets Of The Stars
	· Renew Skin Care Formula

	· Natural Hair Complex
	· Aloes International
	· Allou Health & Beauty Care

	· Next Step Catalog
	· Trigenesis
	· California Cosmetics

	· Beauty Boutique
	· Yves Rocher
	· Corbett Lair

	· Garden Botanika
	· Body Shop By Mail
	· Heritage Store

	· Lipenwald
	· House Of Delara Fragrances
	


COSMETICS/BEAUTY AIDS CONSUMER SALES
	SEGMENT:
Cosmetics/Beauty Aids
	SUB-SEGMENT:  Continuity

	1998 SALES ($MILLION):
44
	NO. OF

BUSINESSES:  1
	AVERAGE SALES PER BUSINESS ($MILLION):  44.0


	MAIL ORDER

RATIONALE:
	Unavailable at retail

• Price

• Personalization
• Service

	PRODUCT DOMAIN:
	Personalized kits or packages of youth-oriented cosmetics


	CHARACTERISTICS

	· Supply source generally form of sampling of new products from manufacturers

· Personalized consumer use information and personalized packaging of products

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Cosmetique Beauty Club 


COSMETICS/BEAUTY AIDS CONSUMER SALES
	         FACTORS 

	
	CHARACTERISTICS

	
	

	Generic Industry
	· Personal Care industry at $25B (color cosmetics, skin care, fragrances, bath and body care)

· Perfume market peaked at $6B with shift to cheaper, more basic smells

· Bath and baby shops at $1.1B

· Decline in Department Store share of cosmetics sales from 53% in 1990 to 31% in 1997; increase in Alternative Market share from 15% to 37% (Direct Selling/Stand-Alone Stores; Salon, Day Spas/Direct Response (Health Food Stores)

· Declining loyalty to distributors and brands; new specialty stores with new lifestyle personal care products (Bath & Body Works, Body Shop) put increasing pressure on department stores and drug stores

· Growth and mass volume of the hygiene and grooming aids industry

· Wig market at $350 million; 5 million wigs sold in U.S. annually; 50% to black women

· Recent switch to "natural look" cosmetics, under $500 million but growing rapidly

· Growth in vanity products market, skin and scalp products, male baldness products

	
	

	Ownership
	Private‑‑89%    Public—11%    Government‑‑0%

	
	

	
	Conglomerate Ownership
· Avon: Avon Products

· MacAndrews & Forbes Holdings: Revlon Beauty Trends

· Seta Corp.: Palm Beach International

· Specialty Catalogs Corp.: Wigs By Paula

· TransAmerica Mailings: Beauty Boutique

	
	

	Market Segmentation
	· Female, young adults

· Mid scale, down scale

· Specialty Black American market

	
	

	Merchandising
	· Personalized cosmetic kits

· Economy priced sampling based cosmetics marketing

· Natural and nostalgic cosmetic/toiletries specialties

· Hair and scalp specialties and wigs


COSMETICS/BEAUTY AIDS CONSUMER SALES
	         FACTORS 

	
	CHARACTERISTICS


	
	

	Customer Sourcing
	· Shelter, fashion, special interest magazines, package inserts

	
	

	Customer Base Marketing
	· Non continuity: Catalog publishing

· Continuity: Membership bulletins, promotions, direct mail

	
	

	Seasonality
	· Year round activity

	
	

	Operations
	· Either non manufacturing or small scale laboratory production

· Special product formulation or sourcing of products from product close-outs or introductions

· Customer service essential in Continuity sub-segment

	
	

	Problems
	· Limited supply of manufacturer close-outs and new product introductions

· Retail competition for non specialty cosmetics

· Down scale demographics

· Low order size

· Downtrends in Continuity Market

	
	

	Opportunities


	· Proprietary formulated product development

· Organic formulated product development (Body Shop)

· Infomercial market

· Senior market product development

· Price premium potential through personalized services

	
	

	Trends
	· Explosive growth of beauty aids infomercial market

· Fluid, volatile segment with opportunistic competition in space and direct mail

· Co-existing motivation of list rental income potential for customer base acquisition

· Slackened growth in 1980s with slowdown in growth of women's career market, weakened responsiveness of space advertising

· Gender gap in purchase rates of toiletries by mail order: women 10%, men 3%

· Shrinking universe of continuity cosmetic marketers

· 1996 Segment Events

· Garden Botanika's first public offer

· Specialty Catalog Corp.'s first public offer
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