HEALTH PRODUCTS CONSUMER SALES

(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.)

Health Products

This third largest consumer specialty products segment ($8,940 Million) has very high average mail order business size ($13.1 Million).

The segment is dominated by Drugs/Vitamins (73 percent), all five segment business leaders belonging to this sub-segment.

Health products is a classic example of mail order as a selling channel:  What is sold is either not widely available at retail (organic drugs), not conveniently available at retail (adult products), or not accessible at retail to shut-in or handicapped consumers.

Prevention magazine, unusual in the high proportion of mail order advertising, is an example of a medium almost created for mail order advertising and mail order consumers.


Health Products 1998 Consumer Sales

Segment Size:


No. Of Mail Order Companies:
680


Mail Order $Sales ($Million):
8,940


Average Sales Per Business ($Million):
13.1

5 Leading Businesses









Sales

Name of Business
Sub-Segment
($Million)
Merck Medco RX Stores
Drugs/Vitamins
1,091.2

Express Scripts
Drugs/Vitamins
740.0

U.S. Veteran's Administration
Drugs/Vitamins
620.0

    Retired Persons

PCS Health Systems
Drugs/Vitamins
600.0

Caremark
Drugs/Vitamins
524.9

HEALTH PRODUCTS CONSUMER SALES

	SEGMENT:
Health Products
	SUB-SEGMENT:
Drugs/Vitamins

	1998 SALES ($MILLION):
6,485
	NO. OF

BUSINESSES:
260
	AVERAGE SALES PER BUSINESS ($MILLION):  24.9


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Price



• Specialties

• Specialty depth


• Line range and depth
• Ordering convenience

	PRODUCT DOMAIN:
	Drugs: Bulk supply oriented health maintenance prescription drugs

Vitamins: Organic and special purpose vitamin and natural food product formulations


	CHARACTERISTICS

	· Price advantage of up to 25% over retail

· Mainly oriented towards maintenance medication markets which account for up to 70% of U.S. senior market demand

· Mail order share of multi-national industry sales at 5.3%

· Growth in drugs stimulated by:

· Favorable demographic trends (larger share of seniors in population with seniors accounting for 30% of prescription drugs)

· Interest in cost containment potential of mail order drugs (generics, multi-month quantities, volume pricing) on the part of both consumers (seniors), corporate payors and health care providers (HMOs) and consumer and governmental entities (AARP, Veterans Administration)

· Growth in vitamins stimulated by:

· Organic food and drug movement

· Proprietary formulations

· Franchised development among organic food and drug enthusiasts

· Expansion of size of senior segment

· Increased usage by younger consumers

(continued)


	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Merck-Medco RX Stores
	(   Sportpharma USA
	· Star Professional Pharmaceuticals

	· Express Scripts
	(   Baxter International
	· Pharmerica

	· U.S. Veterans Administration
	(   Express Med
	· Hi-Health Supermart

	· PCS Health Systems
	(   Futura Pharmalabs
	· Nutrition Warehouse

	· Caremark
	· Health Center For Better Living
	(   Oxford Health Plans

	· Stadtlander Drug Co.
	· Women’s International Pharmacy
	(   Power Systems

	· American Association Of Retired Persons
	· Advance Paradigm Mail Services
	(   L&H Vitamins

	· Nature’s Bounty
	(   Oxyspectro
	(   Gate Pharmaceuticals

	· ValueRx
	· Luyties Pharmaceutical Co.
	(   Advantage Health Services

	(   Walgreens Healthcare Plus
	· Natural Supplement Association
	(   PharMax

	(   Mednet MPC Corp.
	(   Darby Consumer Products
	(   Vitalife

	(   Gero Vita International
	(   Heart-To-Heart Program
	(   Transitions For Health

	(   Thrift Drug
	(   Nu-Vitality
	(   Hillestad International

	(   Amrion
	(   Healthy Heart Formula
	(   Tony London’s Lookin’ Good

	(   Rexall Sundown Vitamins
	(   Body Dynamics
	(   PDK Labs

	(   Central Fill
	(   Health Factors
	(   Arrowroot Natural Pharmacy

	(   Nutrition Headquarters
	(   Indiana Botanical Gardens
	(   Everdrene

	(   Nature’s Nutrients
	(   Ocn-Max Vitamins
	(   Evergreen Nutrition

	(   Nutrient’s Best
	· Swanson Health Products
	· Healthwatchers Systems

	(   Apothecary Products
	(   Herbal Medicines For Men
	· North American Technology Services

	· International Direct Marketing
	(   Bee-Alive, Inc.
	· U.S. Health Club

	· Discount Drug Mart
	(   Continental Pharmacy
	· Vitamin Power

	· Certifax Pharmacy Services
	(   Institute Of Sexual Research
	(   Body Electric

	· Vitamin Shoppe
	(   Custom Care
	· `Pharmaceutical Prescription Services

	· Showcase International
	(   Priority Pharmacy
	(   Vita-Life Sport Products

	· American Preferred Prescriptions
	· Unispan
	(   Hall Laboratories

	(   Transworld Healthcare
	· Heartland Prescription Service
	(   Nature’s Vitamins & Health Aids

	· Bronson Pharmaceuticals
	· Phytoplex
	(   Statz Drug & Jewelry Co.


HEALTH PRODUCTS CONSUMER SALES

	SEGMENT:
Health Products
	SUB-SEGMENT:  Adult Products

	1998 SALES ($MILLION):
850
	NO. OF

BUSINESSES:
100
	AVERAGE SALES PER BUSINESS ($MILLION):  8.5


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

•Privacy
• Ordering Convenience
• Specialties
• Specialty depth

	PRODUCT DOMAIN:
	Adult, sexually oriented, paraphernalia, entertainment and apparel


	CHARACTERISTICS

	· Limited space media availability for prospect sourcing

· High product margins

· Limited retail store competition

· Explosive growth in video purchase and cable product

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Spice Hot
	· Xandria Collection
	· National Wholesale Video

	· Adam & Eve
	· Extasy Outlet
	· Bon-Vue Enterprises

	· Men Are From Mars
	· Virtual Direct
	· Pak Ventures

	· Vitacord Video
	· Magna Video Films
	(   Wild Horse Studios

	· Leisure Time Entertainment
	· Adult Film Distributors
	· Intimate Treasures

	· Mayflower Video
	· Cyber Entertainment Network
	(   Excalibur Entertainment

	· Video Age
	· Video Wholesale Movies
	(   Dude’s Videos

	· Exclusive Video
	· Voyages Catalog
	


HEALTH PRODUCTS CONSUMER SALES

	SEGMENT:
Health Products
	SUB-SEGMENT:  Health Programs

	1998 SALES ($MILLION):
435
	NO. OF

BUSINESSES:
60
	AVERAGE SALES PER BUSINESS ($MILLION):  7.3


	MAIL ORDER

RATIONALE:
	• Diet and behavior modification programs generally unavailable at retail

	PRODUCT DOMAIN:
	Weight control, sleep, smoking and stress control programs


	CHARACTERISTICS

	· Promotional oriented (cable, space, direct mail) with turnover of products and programs

· Regulatory/promotional claim restrictions

· Limited manufacturing requirements

· Purchasing continuity opportunity

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Richard Simmons Diet & Fitness Products
	· Fat Loss Coach
	· Slim America Diet Program

	· Dynaslim Nutritional Supplement
	· Stafford Pharmacal
	· Power Diet

	· Masson Gold
	· Encore House
	· Productions Eurydice

	· Do-It-Now
	· Arizona Diet
	· Aspen Wellnes Diet

	· Oratrim
	· Power Diet
	· Pinnacle Products

	· Prestige Marketing Services
	· Health & Diet International
	


HEALTH PRODUCTS CONSUMER SALES

	SEGMENT:
Health Products
	SUB-SEGMENT:  Aids For The Handicapped

	1998 SALES ($MILLION):
420
	NO. OF

BUSINESSES:
110
	AVERAGE SALES PER BUSINESS ($MILLION):  3.8


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Price



• Specialties
• Line range and depth


• Ordering convenience

	PRODUCT DOMAIN:
	Product aids across all home functional, home living and outdoors categories, home medical therapy and self-care products


	CHARACTERISTICS

	· Optical Aids (functional and fashionable)

· Hearing Aids

· Home Medical Therapy

· Living Aids

· Programs geared to senior citizens and the semi-handicapped

· Increased apparel orientation

· Favorable senior market demographics

· Limited specialty retail store competition

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Premier Diabetic Services
	· Lens First
	· Lighthouse Enterprises

	· Lens Express
	· Liberty Medical Supply
	· Golden Age Products

	· Medical Self Care
	· Mature Wisdom
	· New Age Home Care

	· Sunglass Hut International
	· MP Total Care
	· Diabetic Supply Foundation

	· 1-800 Lens-Now
	· Chronimed
	· General Lens Corp.

	· American Printing House For The Blind
	· National Diabetic Pharmacies
	· United States Medical Supply Foundation

	· Oxydrop Lubricant Eye Drops
	· Professional Care Treatment
	

	· Respiflow
	· American Foundation For The Blind
	


HEALTH PRODUCTS CONSUMER SALES

	SEGMENT:
Health Products
	SUB-SEGMENT:
Soft Goods

	1998 SALES ($MILLION):
320
	NO. OF

BUSINESSES:
55
	AVERAGE SALES PER BUSINESS ($MILLION):  5.8


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Privacy
• Price

• Specialties

• Specialty depth

	PRODUCT DOMAIN:
	Surgical supplies, nostrums, special clothing and personal comfort products


	CHARACTERISTICS

	· Surgical and health and life support supplies and equipment

· Weight reduction, cosmetic and post surgical specialties

· Limited specialty retail store competition

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Dr. Leonard’s Health Care Corp.
	· Home Health Products
	· Feelgood Catalog

	· Health Direct
	· Arista Surgical Supply
	(   Support Plus

	· Slumbertrim
	· Comfort-Trac Comfort Pillow
	(   Featherspring International

	· Health Home Catalog
	(   Numex
	(   Wardrobe Wagon


HEALTH PRODUCTS CONSUMER SALES

	SEGMENT:
Health Products
	SUB-SEGMENT:  Physical Fitness

	1998 SALES ($MILLION):
265
	NO. OF

BUSINESSES:
40
	AVERAGE SALES PER BUSINESS ($MILLION):  6.6


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• TV demonstration
• Price
• Specialties
• Ordering convenience

	PRODUCT DOMAIN:
	Special purpose physical fitness equipment


	CHARACTERISTICS

	· Exercise and body development equipment      (  Overall slump in abdominal exercise market

· Upscale, high end prices

· Proprietary products

· Space merchandising

· Consumer high tech appeal

· Growing direct response categories: Treadmills, cross country skiing simulators

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Nordic Track
	· Kathy Smith Fit & Lifestyles
	· Seimitar Marketing

	· Direct Focus
	· Slimaster International
	· JA Health & Fitness

	· Fitness Quest
	· Soloflex
	


HEALTH PRODUCTS CONSUMER SALES

	SEGMENT:
Health Products
	SUB-SEGMENT:
General
	

	1998 SALES ($MILLION):
115
	NO. OF

BUSINESSES:
40
	AVERAGE SALES PER BUSINESS ($MILLION):  2.9


	MAIL ORDER

RATIONALE:
	Products or programs generally unavailable at retail

	PRODUCT DOMAIN:
	Miscellaneous health merchandise and programs


	CHARACTERISTICS

	· Miscellaneous health programs

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Healthouse USA
	· Wellness Lifestyles
	· Unique Products

	· Healthy Living
	· U.S. Healthworks
	· Healthway Products


	SEGMENT:
Health Products
	SUB-SEGMENT:
Hard Goods
	

	1998 SALES ($MILLION):
50
	NO. OF

BUSINESSES:
15
	AVERAGE SALES PER BUSINESS ($MILLION):  3.3


	MAIL ORDER

RATIONALE:
	• Privacy
•Not generally available at retail
• Ordering convenience

	PRODUCT DOMAIN:
	Large home and auto physical accomodation products for the handicapped


	CHARACTERISTICS

	· Durable medical specialties for the infirm: hospital beds, wheelchairs, stair lifts

	LEADING BUSINESSES ($5 MILLION+ SALES)

	(Electric Mobility Corp.
	(Inclinator Co. Of America
	(Community Playthings

	( Select Comfort
	
	


HEALTH CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	


	Generic Industry
	· Outpatient prescription drug market at $60B, overall drugs at $102B

· Optical goods market at $4.7B, contact lenses at $2B; premium sunglasses at 52% of sunglasses market; sunglasses growth slows down to 2-4%

· $33B annual spending on weight control

· Diet weight loss chain market down from peak in 1991 to $3.5B

· Overall Fitness industry at $17B

· Fitness Club Industry at $8.5B

· Direct to consumer pharmaceutical industry advertising reaches $1.3B in 1998, Vitamins/Nutritional Supplements advertising increases by 34% in 1997

· Exercise rider market at $1B

· Nutritional Supplements and Minerals market at $4.8B, 10%/year growth since 1991; growth fueled by aging baby boomers

· Vitamins market at $3.8B with 10% annual growth rate; growing number of vitamin consumers, 53% in 1994 from 31% in 1991; vitamin consumer base shifting to young users taking 2.4 tablets daily

· Mail order accounts for 5.2% of vitamin market, Direct Sales for 12.1% (Rexall)

· Home fitness equipment market at $3.1B - sales flat

· Increased emphasis on homecare with economic pressures on length of hospital stays

· Increased size and percentage of senior citizens and retiree population

· Increased interest in home-based physical fitness equipment

Home healthcare market growing at 10% per year

	
	

	Ownership
	Private--44%    Public—49%    Government--7%

	
	Conglomerate Ownership
· American Association Of Retired Persons: American Association  Of Retired Persons

· Baxter International: Baxter Healthcare

· Blue Cross/Blue Shield: Preferred Prescriptions

· CML: Nordic Track

· Encore House:  Encore House

· MedPartners: Caremark

· Merck: Merck-Medco RX Stores, Systemed Pharmacies




HEALTH CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	

	
	Conglomerate Ownership (continued)

· Nature's Bounty: Nature's Bounty, Star Professional Pharmaceuticals, Darby Consumer Products Nutrition Headquarters

· New York Life Insurance Co.:  Express Scripts

· J.C. Penney: Thrift Drug

· Rite-Aid:  PCS Health Systems, ValueRX

· Rexall Sundown: Rexall Sundown Vitamins, Showcase International

· S & S Worldwide: Adaptability

· Shopko Stores: Provantage

· SmithKline Beecham: Diversified Prescription Delivery

· U.S. Government: U.S. Veterans Administration

· U.S. Toy Co.:  Community Playthings

· Walgreen Co.: Walgreens Healthcare Plus

· Whole Food Markets:  Amrion

	
	

	Market Segmentation
	· Elderly, retirees

· Mid scale, down scale: Health/maintenance problems (bulk buying maintenance drug needs), health handicapped

· Fitness conscious upscale segment

· Health conscious vitamin user segment

	
	

	Merchandising
	· Organic Health Products—Proprietary formulations

· Prescription Drugs—Economy

· Special Equipment--Proprietary products

	
	

	Customer Sourcing
	· Space sourcing in special interest consumer magazines, direct mail solo and cold catalog list sourcing, cable promotions

· Prevention magazine vital sourcing medium for organic vitamins and other health products

· Importance of third party marketing (unions, employees) for Mail Order Prescription Drug Market

	
	

	Customer Base

Marketing
	· Database media: Catalog, direct mail

· Customer service and company image vital especially for organic health products

	
	

	Seasonality
	· Year round activity


HEALTH CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	

	Operations
	· Generally own laboratory and pharmacy production facilities

· Dependence on single medium (Prevention magazine) for organic health product customer sourcing

	
	

	Problems
	· Limited discretionary income of non-organic health product markets

· Limited space media availability for prospect sourcing for organic product market

· Fulfillment technology requirements for pharmaceuticals and vitamins

· Low order size for health consumables

	
	

	Opportunities
	· Healthcare reform pressure to increase competition and reduce cost using direct marketing oriented distribution channel

· Surging demand in senior market

· New specialty products for Aids For The Handicapped market

· Customer service marketing

· Purchasing privacy

· Home self-care market

	
	

	Trends
	· Emergence of mega size mail order prescription drug businesses such as Medco

· Contrasting entry requirements for three major sub-segments:

· Prescription Drugs: Third Party marketing and high volume, rapid prescription filling capabilities

· Vitamins: Existing clinical, manufacturing or retail distribution base plus advertising entry with Prevention magazine for organic vitamin and cosmetics marketers

· Health Programs: Fluid and volatile segment with opportunistic competition in space and direct mail

· Explosive growth of Drug mail order field with entry of manufacturers and retailers with otherwise threatened markets

· Exercise Equipment: Proprietary products merchandised in space

· Increasing interest by health care manufacturers and marketers in direct sales to consumer markets with depressed profits and growth in institutional markets because of government cost cutbacks

· Growth in drugs/vitamins sector fueled by demographic growth, increased health consciousness and increased health care expenditures of senior market


HEALTH CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	

	Trends (cont.)
	· Move to integrated producers and distributors of pharmaceuticals (Merck and Medco)

· Aids For The Handicapped-shift to apparel and other consumables because of limited purchase frequency of hard goods

· Mail Order Prescription Drugs

· Advantages

· Generics

· Data management systems

· Lower fixed costs

· Lower inventories

· Lower overhead

· Lower administrative costs

· Bulk buying

· Larger prescription order sizes

· Disadvantages

· Lack of personal contact

· Fear of mail tampering, theft and waste

· 1996 Segment Events

· MedPartners/Mullikin acquires Caremark

· 1997 Segment Events

· Management acquires Fitness Quest from Time Warner

· NBTY acquires Star Professional Pharmaceuticals from Interstate Drug Exchange

· IVC Industries acquires Vitamin Specialties

· 1998 Segment Events:

· TwinLab Corp. acquires Bronson Pharmaceuticals

· Suburban Ostomy acquires Car Management

· MIM Corp. acquires Continental Managed Pharmacy Services

· NBTY Inc. acquires Home Health Products, Lee Nutrition, Nutrition Headquarters, Nutro Laboratories

· Rite-Aid acquires PCS Health Systems

· Invacare acquires Suburban Ostomy

· Express Scripts acquires ValueRx

· Living Balance out of business

· CML in bankruptcy offers Nordic Track for sale


HOME CONSTRUCTION CONSUMER SALES
Home Construction
This small sales size segment ($570 Million) has average sales of only $2.1 million.

This segment’s sales are dominated by the Indoor Functional/Decorative segment (52% of sales).

Home Construction 1998 Consumer Sales
	Segment Size:
	

	No. Of Mail Order Businesses:
	270

	Mail Order $Sales ($Million): 
	570

	Average Sales Per Business ($Million)
	2.1


5 Leading Businesses

	Name of Business
	Sub-Segment
	Sales

($Million)

	
	
	

	American Blind & Wallpaper Factory
	Indoor Functional/Decorative
	103.5

	Power-Flow Homeright Products
	Maintenance Supplies
	39.4

	Plow & Hearth
	Energy-Related
	39.0

	National Blinds Factory
	Indoor Functional/Decorative
	22.0

	Fox Valley Systems
	Maintenance Supplies
	20.0


HOME CONSTRUCTION CONSUMER SALES

	SEGMENT:  Home 

Construction
	SUB-SEGMENT:  Indoor Functional/Decorative



	1998 SALES ($MILLION):295
	NO. OF

BUSINESSES:  65
	AVERAGE SALES PER

BUSINESS ($MILLION):  4.5

	
	
	

	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

•  Price

• Specialty lines

	PRODUCT 

DOMAIN:
	Home installation functional and decorative products and equipment

	
	

	CHARACTERISTICS

	· Ceiling fans, antique and restoration fixtures and ornaments, wall coverings, panelings

· Security systems, specialized stairs, telephone equipment, saunas and hot tubs

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· American Blind & Wallpaper Factory
	· Patriotic Home Security
	· QRB Wood Refinishing System

	· Power-Flow Homeright Products
	· Home Automation Systems
	· Almost Heaven Hot Tubs

	· National Blinds Factory
	· Safety Zone
	· Keller’s

	· Fox Valley Systems
	
	


HOME CONSTRUCTION CONSUMER SALES

	SEGMENT:  Home 

Construction
	SUB-SEGMENT:  Homes/Home Plans/Building Materials



	1998 SALES ($MILLION):  195
	NO. OF

BUSINESSES:  180
	AVERAGE SALES PER

BUSINESS ($MILLION):  1.1

	
	
	

	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

•  Price

•   Line range and depth

	PRODUCT 

DOMAIN:
	Architectural, decorative or functional building equipment specialty products

	
	

	CHARACTERISTICS

	· Log Home kits

· Early American home plans

· Pre-fabricated home plans and kits

· Domes and cupolas

· Combined appeal to homeowner/professional markets

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Jim Walter Homes
	· Leisure House
	· L.F. Garlinghouse

	· Kentucky Millwork
	· Town & Country Cedar Homes
	· Wind And Weather

	· Vaughn Display
	
	


HOME CONSTRUCTION CONSUMER SALES
	SEGMENT:  Home 

Construction
	SUB-SEGMENT:  Energy-Related



	1998 SALES ($MILLION):  80
	NO. OF

BUSINESSES:  25
	AVERAGE SALES PER

BUSINESS ($MILLION):  3.2

	
	
	

	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

•  Specialties

•  Specialty line depth

	PRODUCT 

DOMAIN:
	Solar energy, woodstone alternative energy products and fireplace accessories

	
	

	CHARACTERISTICS

	· Wood burning furnaces, fireplace equipment, solar and wind system alternative energy equipment and supplies

· Stagnant solar alternative energy market

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Plow & Hearth
	· Real Goods Trading Corp.
	· Vermont Castings


HOME CONSTRUCTION CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	Generic Industry
	· Emergence of:

· “Off the power-grid” market

· Eco-Yuppy green” urban and suburban consumer markets

· Alternative energy systems market at $60-80 million

· “Green” market at $100 million

· Home remodeling market at $120B

· Lumber and building materials market at $57.3B

· Paint product market at $9.0B

· Home Security residential market at $5.0B

· Decline in wood stove industry have currently one million plus sales per year in 1980 to under 300,000/year due to equipment pollution problems

· Log home market at $903 million

· Decreased inflationary stimulation of:

· Alternative energy and home energy conservation markets

· Do-it-yourself home improvement, restoration and maintenance market

	
	

	Ownership
	Private--92%    Public—8%    Government--0%

	
	

	
	Conglomerate Ownership

· 800 Flowers:  Plow & Hearth

· Hanover Direct:  Safety Zone

· Home Depot:  National Blinds Factory

	
	

	Market Segmentation
	· All sub-segments except Indoor Functional/Decorative:  Male

· All sub-segments except Homes/Home, Plans/Building Materials:  Upscale

· Homes/Home Plans/Building Materials:  Mid-scale

	
	

	Merchandising
	· All sub-segments except Indoor Functional/Decorative:  Technical orientation

· Indoor Functional/Decorative:  Restoration, collectible, nostalgia orientation

	
	

	Customer Sourcing
	· Media offers and sourcing through class and special interest magazines and direct mail solo and cold catalog list mailings

	
	

	Customer Base Marketing
	· Database media:  Catalog, direct mail


HOME CONSTRUCTION CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	

	Seasonality
	· Year round with emphasis on Spring and Fall

	
	

	Operations
	· Generally small specialized businesses with small scale manufacturing

· Advanced technology for security systems, homes, solar energy systems

· Restoration technology for furnace systems, log homes, cupolas and reproduced antiques

	
	

	Problems
	· Media availability for sourcing alternative energy markets

· Product presentation, delivery size and installation requirements

· Slow down in Home Construction Specialties:  Solar Energy, Log Homes

	
	

	Opportunities
	· Consumer high-tech appeal of Home Construction Specialties

	
	

	Trends
	· Slackened growth in solar and home energy conservation markets with stability in oil prices

· Continuing growth in security and decorative-oriented product lines

· 1998 Segment Events:

      (  1-800 Flowers acquires Plow & Hearth


HOME FURNISHINGS CONSUMER SALES

Home Furnishings
This large sales size segment ($2,570 Million) is lead by the General Products/Home Maintenance sub-segment at $615 million (24 percent).

The segment is characterized by a high-end versus low-end split in merchandising (in Furniture vs. Home Maintenance Supplies), a split in customer sourcing (space vs. broadcast) and in customer base marketing (catalog vs. non-catalog).


Home Furnishings 1998 Consumer Sales

Segment Size:


No. Of Mail Order Businesses:
680


Mail Order $Sales ($Million):

2,570


Average Sales Per Business ($Million):
3.8


Internet $Sales ($Million):

300

5 Leading Businesses








Sales

Name of Business
Sub-Segment
($Million)
Oriental Trading Co.
Specialized Decorative Accessories/
192.8


     Leatherware


Domestications
Bedroom/Bathroom
160.0

Williams-Sonoma
Kitchenware/Cutlery
90.3

Levenger Co.
Furniture:  Use/Style Specialty
66.5

Ballard Designs
Furniture:  General
63.3

HOME FURNISHINGS CONSUMER SALES

	SEGMENT:
Home Furnishings
	SUB-SEGMENT:  General Products/Home Maintenance/

General Maintenance/Environmental Supplies

	1998 SALES ($MILLION):
615
	NO. OF

BUSINESSES:
140
	AVERAGE SALES PER BUSINESS ($MILLION):  4.4


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Price

• Specialties

• Line range and depth

	PRODUCT DOMAIN:
	General home furnishings, home appliances and home maintenance specialties


	CHARACTERISTICS

	· Home possession specialties like silver tarnish protectors

· Specialty environmental oriented products for home maintenance

· Products:


• Housewares


• Home Decorative Products


• Home/Yard Maintenance Products


• Home Appliances


• Maintenance Supplies


• Environmental Oriented Products

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Home Decorator’s Collection
	· Seventh Generation
	· AVAC Corp.

	· Improvements
	· Encore House
	· Sunbrand Catalog

	· Frontgate
	· Bergamot
	· Space Bag

	· Krane Products
	· AROPI
	· Repair It

	· Leslie’s Poolmart
	· The Clean Team
	· Fantom Technologies

	· Regency Sales
	· Oreck Corp.
	· House Parts

	· Doheny Enterprises
	· Finishing Touches
	· Good Idea Catalog

	· In The Swim
	· Fuller Brush Co.
	· Home Life

	· Sugar Hill
	(   Provo Craft
	· Water Warehouse

	· Home Trends
	(   Tru-Value Marketing
	


HOME FURNISHINGS CONSUMER SALES

	SEGMENT:  Home Furnishings

	SUB-SEGMENT:  Bedroom/Bathroom



	1998 SALES ($MILLION):  425
	NO. OF

BUSINESSES:  65
	AVERAGE SALES PER

BUSINESS ($MILLION):  6.5

	
	
	

	MAIL ORDER

RATIONALE:
	Unavailable at Retail
•  Price

•  Specialties

•  Line range and depth

•  Trade brand names

	PRODUCT 

DOMAIN:
	Full line of textiles and fixtures for bed and bath

	
	

	CHARACTERISTICS

	· Favorable senior market demographics

· High order size

· White goods specialties:  handmade, personalized, luxury material, regional, restoration styles

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Domestications
	· Linen Source
	· Pintchik Homeworks.

	· Company Store
	· Chambers
	· Associated Global Industrials

	· Touch of Class
	· Vista
	· Rue De France

	· Country Curtains
	· Cuddledown
	


HOME FURNISHINGS CONSUMER SALES

	SEGMENT:
Home Furnishings
	SUB-SEGMENT:  Specialized Decorative 

Accessories/Leatherware

	1998 SALES ($MILLION):
590
	NO. OF

BUSINESSES:  270
	AVERAGE SALES PER BUSINESS ($MILLION):  2.2


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Specialties

• Specialty line depth

	PRODUCT DOMAIN:
	Decorative specialties for floor, wall, dining room, parlour, den and front door


	CHARACTERISTICS

	· High order size

· Order infrequency

· Specialty lines in:


• Curtains, bedspreads


• Crystal, porcelain, silverware


• Lamps, mirror, clocks


• Pewter, tinware


• Rugs, tapestries


• Outdoor accessories

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Oriental Trading Co.
	· Magellan’s
	· Rejuvenation, Inc.

	· Petals
	· Fiber Built Cases
	· Cracker Box

	· S&S Mills Market
	· Decorators Supply Corp
	· Desperate Enterprises

	· Connolly Leather
	· Blenko Glass Co.
	· Kenneth Cole

	· Travelsmith Outfitters
	· Bronner’s Christmas Wonderland
	· Light 33 Inc.

	· M&N International
	· Maine HolidayWreath
	· Lt. Moses Willard


 HOME FURNISHINGS CONSUMER SALES

	SEGMENT:
Home Furnishings
	SUB-SEGMENT:
Furniture
	

	1998 SALES ($MILLION):
500
	NO. OF

BUSINESSES:
135
	AVERAGE SALES PER BUSINESS ($MILLION):  3.7


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Price

• Specialties

• Line range and depth

	PRODUCT DOMAIN:
	General line, period, material, styles or functional specialty furniture


	CHARACTERISTICS

	· High shipping cost

· Specialty retail store competition

· Price competition

· Packaging, shipping technology requirements

· Furniture specialties:


• Period furniture


• Reproduction


• Material Type


• Furniture functional type

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Levenger Co.
	· Edgar Broyhill
	· Backsaver Products

	· Ballard Designs
	· Get Organized
	· House Dressing

	· Dial-A-Mattress
	· Sturbridge Yankee Workshop
	· Hunt Country Furniture

	· Hold Everything
	· IKEA Philadelphia
	· This End Up

	· Yield House
	· Touchstone
	· Scully & Scully

	
	
	


HOME FURNISHINGS CONSUMER SALES

	SEGMENT:
Home Furnishings
	SUB-SEGMENT:  Kitchenware/Cutlery

	1998 SALES ($MILLION):
440
	NO. OF

BUSINESSES:
70
	AVERAGE SALES PER BUSINESS ($MILLION):  6.3


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Price


• Specialties

• Line range and depth

• Trade brand names

	PRODUCT DOMAIN:
	High tech, period, special purpose kitchenware and cutlery specialties


	CHARACTERISTICS

	· Upscale demographics

· Mail order/retail store business synergies

· Consumer high tech appeal (professional chef specialties)

· Kitchenware specialties:


• Gourmet precision


• High technology


• Subsistence storage


• Restoration


• Decorative


• Imported, regional, collectible specialties

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Williams-Sonoma
	· Colonial Garden Kitchens
	· Culinary Parts Unlimited

	· Chef’s Catalog
	· Kitchen & Home
	· Char-Broil

	· Crate & Barrel
	· Wooden Spoon
	· Hoffritz

	· Betty Crocker
	· Safari Quick Cook Grill
	· Cuisinarts

	· Vita Mix
	
	


HOME FURNISHINGS CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	

	Generic Industry
	· Appliance repair/home improvement market at $160B

· Housewares industry at $53.7B in 1997

· Record home sales and related buying needs fueling housewares industry growth; boom in home organizer products

· Curtains, draperies and dry goods market at $16.4B

· Furniture market at $37.6B, discount furniture market at $26.8B

· Floor coverings market at $14.4B

· Boom in gourmet, home canning and preserving and high technology and low technology kitchen specialties

· Emergence of lifestyle houseware specialty store and department store boutiques

· Factory orders for cookware and bakeware increase 42% from $570 Million in 1986 to $807 Million in 1991 fueled by trend towards higher quality, higher priced products

· Shift of consumers to "kitchen" activities and cooking as way to entertain

· 1998 on-line sales of housewares (appliances, home improvement items) $100MM

	Ownership
	Private‑‑69%    Public‑‑31%    Government‑‑0%

Conglomerate Ownership

· Laura Ashley: Laura Ashley

· W.C. Bradley Co.: Char-Broil, Sugar Hill

· CPAC:  Fuller Brush Co.

· Campbell Soup: Wooden Spoon

· CitiGroup:  This End Up

· Encore House:  Encore House

· General Mills: Betty Crocker

· Hanover Direct: Colonial Garden Kitchens, Company Store, Domestications, Improvements, Kitchen & Home

· Harcourt General:  Chef’s Catalog

· International Cornerstone Group: Ballard Designs, Frontgate, Travelsmith Outfitters

· Knight/Williams Corp.: Home Decorators Collection

· Oreck Corp.: Oreck

· Oriental Trading Co.: Oriental Trading Co.

· Otto Versand:  Crate & Barrel

· Reader’s Digest:  Home Life




HOME FURNISHINGS CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	Conglomerate Ownership (con’t)

· Renovator's Supply: Yield House

· Thompson & Co.: Linen Source

· Williams-Sonoma: Chambers, Hold Everything, Williams-Sonoma

	
	

	Market Segmentation
	· Women, 25-65, convenience oriented

· Economic scale reflected in media used for merchandising rather than in sub-segments

· Upscale: Catalogs

· Down scale: Broadcast direct response, Non-catalog direct mail

	
	

	Merchandising
	· Kitchenware:

· High End: Restoration specialties

· Low End: Functional specialties

· Bedroom (Bathroom):

· Senior citizen marketing

· Furniture:

· High End: Period, antique, regional, imported specialties

· Fashion Turnover:

· Hard Goods (i.e. furniture): Constant styling

· Soft Goods (i.e. linens): Greater fashion and design influence and turnover

· Product Coordination:

· Sales from room settings (Spiegel)

· Prepackaging of soft goods (fabrics) and hard goods (furniture)

· Predominance of decorative accessories and soft goods over heavy hard goods

· Buyer Attitudes:

· Styles rather than fashion orientation

· Planned rather than impulse buying

	
	

	Customer Sourcing
	· High End: Class, shelter, special-interest magazines and cold catalog listing source

· Low End: Broadcast direct response and space and direct mail offers

	
	

	Customer Base

Marketing
	· High End: Catalog publishing

· Low End: Package inserts, non catalog direct mail promotions

	
	

	Seasonality
	· Year round with Winter and Fall emphasis


HOME FURNISHINGS CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	Operations
	· Outside of furniture, mostly non manufacturing

· Specialty product sourcing

· Customer service

· High End: Consumer information orientation

· Low End: Telephone marketing and ordering processing

	
	

	Problems
	· High End:

· Retail specialty store and department store competition

· Continual specialty product sourcing requirements

· Low End:

· Retail mass merchandising price competition

· Furniture Market: Logistics of transportation

· Decorative Market: Low order frequency

	
	

	Opportunities
	· Upscale senior market for bed and bath specialties

· Upscale demand for kitchen products

· Consumer high tech appeal for kitchen specialties

	
	

	Trends
	· Diversification of other specialty marketers into housewares

· Lillian Vernon (from Gifts)

· New Process (from Family Fashions)

· Eddie Bauer (Home Book)

· Lands’ End (Coming Home)

· Ross Simons (Gift and Home)

· Competition from marketers in other segments

· Multi-Products

· National and local department store mail order

· Oil company syndication

· No new kitchenware blockbuster products

· Major growth in Bedroom specialties

· Furniture catalog spin-offs:  Sharper Image, Crate & Barrel, Neiman-Marcus

· Growth in Furniture segment as consumers attracted by:

· Brand name merchandise

· Lower prices

· Reliabilty

· Faster delivery

· Extended credit

· Guarantees

· Opportunity for full home furnishing from several catalogs


HOME FURNISHINGS CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	

	Trends (cont.)


	· Increased investment in non-utilitarian domestic luxuries (Bloomingdales By Mail:  Luxury Suite, Saks:  Folio Design For Home, Coldwater:  Bed & Bath)

· Increased catalog coverage of domestics

· Increased offerings of bed and bath merchandise

· Recessionary consumer shifts from big ticket items to decorative accessories

· Recessionary merchandising shift to less expensive, more practical products

· Green product environmentally oriented market with limited growth because of perceived disadvantages in:

· Cost

· Performance

· Appearance

· Convenience

· High attrition rate in home environmental products market:

· Catalogs other than Real Goods are struggling

· Problems

· High prices

· Retail competition

· Narrow product appeal

· 1996 Segment Events

· Faith Mountain acquires Gatherings from Kaiser Crow

· Citicorp Venture Capital acquires This End Up from Melville Corp.

· Hanover House closes down Tapestries

· 1997 Segment Events

· International Cornerstone Group acquires Ballard Designs

· Harcourt General acquires Chef’s Catalog

· 1998 Segment Events:

· Harcourt General (Neiman Marcus) acquires Chef’s Catalog

· Otto Versand acquires Crate & Barrel

· International Cornerstone acquires Smith & Noble

· Bradley Marketing closes down Sugar Hill


JEWELRY CONSUMER SALES

Jewelry
This small sales size segment ($730 Million) is about evenly divided between Investment Jewelry (52 percent) and Fashion Jewelry (48 percent).  The sub-segments differ in order size (Fashion--low; Investment--high) and in market appeal (Fashion--younger, mid scale, Investment--older, upscale).


Jewelry 1998 Consumer Sales

Segment Size


No. Of Mail Order Business:


130



Mail Order $Sales ($Million):


730



Average Sales Per Business ($Million):
5.6

5 Leading Businesses















Sales

Name of Business

Sub-Segment
($Million)
Tiffany & Co.

Investment Jewelry
  120.9

Ross-Simons Jewelers

Investment Jewelry
120.0

International Fashions

Fashion Jewelry
93.9

Lindenwold Jewelry

Fashion Jewelry
57.7

Merlite Industries

Fashion Jewelry
 51.3

JEWELRY CONSUMER SALES

	SEGMENT:
Jewelry
	SUB-SEGMENT:  Investment Jewelry

	1998 SALES ($MILLION):
380
	NO. OF

BUSINESSES:  85
	AVERAGE SALES PER BUSINESS ($MILLION):  4.5


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Specialties

• Line range and depth
• Trade brand names

	PRODUCT DOMAIN:
	Jewelry of investment quality across all categories


	CHARACTERISTICS

	· High order size

· Customized design, material investment formats

· Handcrafted and one-of-a-kind jewelry

· Older, upscale

· Specialty retail store competition

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Tiffany & Co.
	· Alan Marcus & Co.
	· Wingates Quality Watches

	· Ross-Simons Jewelers
	· Capetown Diamond Corp.
	· James Avery

	· Worldtime Corp. of America
	· Peter DeNatale Jewelers
	· Gustare

	· Tourneau
	(   House Of Onyx
	


JEWELRY CONSUMER SALES

	SEGMENT:
Jewelry
	SUB-SEGMENT:  Fashion Jewelry

	1998 SALES ($MILLION):
350
	NO. OF

BUSINESSES:  45
	AVERAGE SALES PER BUSINESS ($MILLION):  7.8


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Price

• Specialties

• Line range and depth

	PRODUCT DOMAIN:
	Fashion, costume, novelty, special interest jewelry specialties


	CHARACTERISTICS

	· Low order size

· Fashion and economy orientation

· Younger, mid scale, down scale

· Retail store and TV Home Shopping competition

· High product return rate

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· International Fashions
	· Beers DeVries
	· Nature’s Jewelry

	· Lindenwold Jewelry
	· Cadillac Gifts
	· L.G. Balfour Co.

	· Merlite Industries
	· Roman Research Marketing
	· Berglaynn’s

	· Windsor Collection
	· Klitzner Industries
	· Singh Industries

	· Joan Rivers Products
	
	


JEWELRY CONSUMER SALES
	FACTORS
	
	CHARACTERISTICS

	
	

	Generic Industry
	· U.S. gold jewelry sales at $12B, sterling silver sales at $2.1B, fashion jewelry at $2.6B

· Diamond Market - $19.3B

· Watch sales at $6B, $4B in premium watches

· Distribution dominated by department stores and specialty store chains

· Discretionary income, fashion and investment considerations determine amount and direction of consumer spending

· Sales spurt in designer clothing and expensive jewelry

· Growing, self-purchase market by women, greater income, marrying later

· Men still biggest buyers of fine jewelry (gifts, bridal engagement jewelry); men spend 55% more on jewelry

· 70% of women's gold jewelry now is self-bought versus 50% in mid 50s

· Only 20% of diamond sales are self-purchased



	Ownership
	Private‑‑82%    Public—18%    Government‑‑0%


Conglomerate Ownership
· Arizona Mail Order: Ambassador Jewelry Value

· Direct Marketing Enterprises: Carter & Van Peel

· Encore House: Beers De Vries

· Seta Corp.: International Fashions

· Suarez Corp.: Lindenwold Jewelry

· Tiffany: Tiffany & Co.

· TransAmerica Mailings: Windsor Collection

· ValueVision:  Nature's Jewelry

	
	

	Market Segmentation
	· Female

· Fashion Jewelry--Younger, mid scale, down scale

· Investment Jewelry--Older, upscale

	
	

	Merchandising
	· Economy, Fashion orientation of Fashion Jewelry

· Customized format, design, material specialties for Investment Jewelry

	
	

	Customer Sourcing
	· Space sourcing in class, fashion, shelter magazines and national newspapers, direct mail sourcing in co-op package, and cold catalog list mailing


JEWELRY CONSUMER SALES
	FACTORS
	
	CHARACTERISTICS

	
	

	Customer Base

Marketing
	· Catalog publishing

· Gift marketing

	
	

	Seasonality
	· Year round with emphasis on Fall

	
	

	Operations
	· Non manufacturing or customized small volume production

· Emphasis on consumer information and customer service

	
	

	Problems
	· Low order size of Fashion Jewelry

· Regulatory problems for Fashion Jewelry

· Product presentation and sizing problems

· Infrequent reordering

· Competition from other mail order markets (TV Home Shopping)

	
	

	Opportunities
	· Product diversification into Gifts, Home Furnishings

	
	

	Trends
	· Fashion Jewelry fluid, volatile segment with opportunistic space, cable and direct mail competition

· Intense holiday season competition from general merchandisers, multi-product marketers and gift marketers

· Diminished growth due to TV home shopping competition and regulatory investigation of low end jewelry merchants

· 1996 Segment Events:

· ValueVision International's acquisition of Lewis & Roberts and Nature 's Jewelry




MULTI-PRODUCTS CONSUMER SALES

Multi-Products
This largest product specialty sales segment ($18,310 Million) with relatively few businesses has the largest average business size ($31.3- Million).  The five leaders in the segment account for about half (48 percent) of segment sales and are individually as large as some of the moderate size specialty segments.

Dominant sub-segments are Television, Home Shopping & On-Line/Internet General Merchandisers (57%), Membership Buying Services (17%) and Catalog (13%).

Television, Home Shopping & On-Line/Internet General Merchandisers grew to $10,500 Million in 1998.

The Multi-Products segment has stimulated major conglomerate entry:

· American Express and Citicorp from financial services

· Comcast from cable services

· Nordstrom and Federated from department store merchandising

Multi-Products 1998 Consumer Sales

Segment Size:



No. Of Mail Order Companies:
550+



Mail Order $Sales ($Million):
18,310



Average Sales Per Business ($Million):
31.3-



Internet $Sales ($Million)
1,000

5 Leading Businesses








Sales

Name of Business

Sub-Segments

($Million)
*Cendant Alliance Marketing
Membership Buying Services
2,600.0

QVC
TV Home Shopping
2,070.0

America Online
On-Line/Internet
1,600.0

Fingerhut
Catalog
1,416.5

Federated Department Stores/Macy’s
Department Stores:  Local
1,160.0

*Membership fees plus sales generated through the network

MULTI-PRODUCTS CONSUMER SALES

	SEGMENT:
Multi-Products
	SUB-SEGMENT:  Television, Home Shopping & On-Line/

                                Internet

	1998 SALES ($MILLION):
10,500
	NO. OF

BUSINESSES:  200+
	AVERAGE SALES PER BUSINESS ($MILLION):  52.5-


(1A)
• TV-Home Shopping ($3,100 Million)

	MAIL ORDER

RATIONALE:
	Unavailable at retail:

• Price

• Special Offers
• Demonstration


• Ordering convenience

• Entertainment

	PRODUCT DOMAIN:
	Multiple product categories oriented to women and to jewelry and home furnishings


	CHARACTERISTICS

	· Cable audience base requirements

· Broadcasting/telemarketing/fulfillment technology requirements

· Product sourcing requirements

· Product demonstration potential

· Entertainment audience retention potential

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· QVC Network
	· Shop At Home
	· American Collectibles, Network

	· Home Shopping Network
	· Gift Channel
	· Shop TV

	· Value Vision International
	
	


MULTI-PRODUCTS CONSUMER SALES

(1B)
*TV-Infomercials ($1,300 Million)

	MAIL ORDER

RATIONALE:
	Unavailable at retail:

• Information Depth
• Product Demonstrability

• Product specialties
• Ordering convenience

	PRODUCT DOMAIN:
	High ticket product specialties


	CHARACTERISTICS



	· High price possible with long format commercial capabilities

· Upscale markets and large house market generation

· Consumer/entrepreneurial markets

· High programming/media costs

· Cosmetic/physical fitness/entrepreneurial products
	· Major product categories:

· Health & fitness

· Self-improvement & business opportunities

· Cosmetics & personal care

· Household appliances

· Entertainment & travel

· Diet, nutrition, food

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Guthy-Renker
	· Interwood Marketing Limited
	· American Shoppers Network

	· National Media Corp
	· Tropical Beaches
	· Via Television Marketing

	· Smart Inventions
	· Infomercial Media
	· Impex

	· Talk America Radio TV
	· Quick ‘N Brite
	· Dr. Art Ulene’s Healthpoints

	· National Direct Corp.
	· Tri-Star Productions
	· TeleAmerica Media

	· Good Times Entertainment
	· Interactive Media Group
	· Lesko’s

	· American Marketing Systems
	
	


MULTI-PRODUCTS CONSUMER SALES

(1C)
* On-Line/Internet ($5,300 Million)



*$4,300 million in subscriber fees and $1,000 million in general merchandise sales through channel 

	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Shopping Convenience
• Ordering Convenience

	PRODUCT DOMAIN:
	Multiple product categories across network of participating mail order merchants; individual product categories with special appeal


	CHARACTERISTICS

	· Computer technology requirements

· Membership promotional acquisition costs

· Upscale markets

· Consumer resistance to merchandise ordering on electronic malls
	· Individual product categories:

· Travel

· Computer Products

· Planned Gifts

· High ticket product shopping (autos)

· Entertainment products

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· America Online
	· Microsoft On-Line
	· Cybershop

	· eBay
	· Prodigy Services Co.
	


(1D)
TV-Network/Non-Network ($600 million)

	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Made for TV Products
• Limited Price


• Product Demonstrability
• Ordering convenience

	PRODUCT DOMAIN:
	High impulse, easy to demonstrate products across many categories



TV: Network

	CHARACTERISTICS

	· Mid scale, down scale, ethnic markets

· Product price limitations

· Product demonstration potential

· Audio/video/sporting goods/home appliances

	LEADING BUSINESSES ($5 MILLLION+ SALES)

	· Playboy TV Channel
	· MTV Networks
	· Family Cartoons

	· Turner Broadcasting System
	· Comedy Central
	· A & E Television Network

	· Belmont M. Verstandig
	
	


MULTI-PRODUCTS CONSUMER SALES

TV: Non-Network

	CHARACTERISTICS

	· Mid scale, down scale markets

· Low order sizes

· Need for inexpensive media buys

· Product demonstration potential

· Audio/video/sporting goods/home appliances

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· L.L. Knickerbocker Co.
	· Hollywood Beauty Corp.
	· Global Shopping Network

	· Five Star Shopping Network
	· American Industries
	· Video Catalog Channel

	· Telebrands Corp.
	· Emson Products
	· Ronco

	· Mega Media Program
	· TV Connection
	· Once In A Blue Moon

	· Allsport TV
	
	


MULTI-PRODUCTS CONSUMER SALES

	SEGMENT:
Multi-Products
	SUB-SEGMENT:   Membership Buying Services

	1998 SALES ($MILLION):    3,090
	NO. OF

BUSINESSES:  15
	AVERAGE SALES PER BUSINESS ($MILLION):  206.0


	MAIL ORDER

RATIONALE:
	Offers exclusively available to database membership through mail order

	PRODUCT DOMAIN:
	Multiple product categories, for own consumption or use, for men or women, for home or away from home


	CHARACTERISTICS

	· Captive membership markets

· Purchasing price leverage

· Group and individual new membership promotions

· High order size; low gross margins

· Promotional use of retail shopping comparisons

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Cendant Alliance Marketing
	· Army & Air Force Exchange Service
	· National HH Council

	· Memberworks Inc.
	· ATS Products Corp.
	· Discount Direct Shopping Club

	· ABC Distributing Co.
	(   American Legion National           Headquarters
	· Sales Service America

	· USAA Buying Service
	(   LTD Commodoties
	· Russell-Hampton

	· Triad Discount Buying Service
	
	


MULTI-PRODUCTS CONSUMER SALES

	SEGMENT:
Multi-Products
	SUB-SEGMENT:
Catalog
	

	1998 SALES ($MILLION): 2,320
	NO. OF

BUSINESSES:  110
	AVERAGE SALES PER BUSINESS ($MILLION):  21.1


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Price


• Product Categories

• Trade brand names

• Consumer credit

	PRODUCT DOMAIN:
	Multiple product categories, for own consumption or use, for men or women, for home or away from home


	CHARACTERISTICS

	· Upscale

· Urban lifestyle specialties

· Retail store price competition

· Fingerhut has special characteristics:

· Customized customer base merchandising

· Customized consumer installment credit

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Fingerhut Catalog
	· Nelson Marketing
	· Kipp Bros.

	· Popular Club
	· House of Lloyd
	· Cook Bros.

	· U.S. Sales Corp.
	· Topix
	· Sam’s Warehouse Clubs

	· Hammacher Schlemmer
	· Caldwell & Eiser’s
	· Easy Money Of Virginia

	· Home Visions
	· Creative Catalogs Corp.
	· Creative Merchandise

	· Norm Thompson Outfitters
	· U.S. Merchandise Catalog
	· Hallmark’s Merchandising

	· Solutions
	· Playboy Catalog
	· Media Group

	· Good Catalog Co.
	· Franklin Convey
	· JMB International


s

MULTI-PRODUCTS CONSUMER SALES

	SEGMENT:
Multi-Products
	SUB-SEGMENT:  Non-Catalog

	1998 SALES ($MILLION):    1,370
	NO. OF

BUSINESSES:  220
	AVERAGE SALES PER BUSINESS ($MILLION):  6.2


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Price

• Specialties

	PRODUCT DOMAIN:
	Multiple product categories, for own consumption or use, for men or women, for home or away from home


	CHARACTERISTICS

	· Low order size

· Down scale demographics

· Heavy use of mass marketing media: Broadcast, space inserts, solo direct mail

· Customer base more important for list rental than as merchandising promotional base (except Fingerhut)

· Impulse oriented, price-point sensitive mass merchandising

· Fingerhut has special characteristics:


• Customer base merchandising


• Consumer installment credit

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· National Syndications
	· Value Mart
	· Sterling House

	· Signatures
	· Adatom
	· Home Basics

	· Starcrest Products of California
	· American Carbide Corp.
	· Rush Order

	· Carol Wright Sales
	· Discount Enterprise
	· Shoppers Hotline

	· Revelation Marketing
	· Alloy Designs
	· Carole Martin

	· Abernathy & Closther
	· Today’s Merchandising
	· Lakeside Products

	· Handsome Rewards
	· Allied Marketing Group
	· USA Discount Warehouse

	· Canyon’s Discount Merchandise
	· Tele Hotline
	· Golden Age Products

	· S&H Marketing Group
	· Rent-A-Center
	· International Direct

	· International Home Shopping
	· Imoco
	· Todd Holson Inc.

	· Columbia House
	· Bargain Street
	


MULTI-PRODUCTS CONSUMER SALES

	SEGMENT:
Multi-Products
	SUB-SEGMENT:  National Department Store Mail Order

	1998 SALES ($MILLION):
590
	NO. OF

BUSINESSES:  5
	AVERAGE SALES PER BUSINESS ($MILLION):  118.0


	MAIL ORDER

RATIONALE:
	Trade name brands only regionally available at retail

	PRODUCT DOMAIN:
	Multiple department store product categories


	CHARACTERISTICS

	· High order size

· Seasonal gift markets

· Merchant positioning used to establish and expand national positioning


•
Top grade catalog publishing


•
Glamour price items to set off other prices as reasonable

· Merchant's imprimatur for gift giving

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Bloomingdales by Mail
	· Nordstrom Catalog
	· Macy’s By Mail

	· Neiman-Marcus Direct
	· Saks Fifth Avenue
	


MULTI-PRODUCTS CONSUMER SALES

	SEGMENT:
Multi-Products
	SUB-SEGMENT:  Travel & Entertainment Credit Cards


	1998 SALES ($MILLION):    440
	NO. OF

BUSINESSES:  4
	AVERAGE SALES PER BUSINESS ($MILLION):  110.0


	MAIL ORDER

RATIONALE:
	• Offers exclusively available to credit card membership through mail order

	PRODUCT DOMAIN:
	Multiple product categories, for own consumption or use, for men or women, for home or away from home


	CHARACTERISTICS

	· Captive membership markets

· Upscale markets

· High ticket syndication -- joint promotional marketing

· Drop shipment by suppliers

· Average order size boost of credit card support

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· American Express Co. Merchandising Division
	· Consumer Money Market

	· Diners Club/Carte Blanche Direct Response Marketing
	· Credit Plus Card


MULTI-PRODUCTS CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	

	Generic Industry
	· Economic turbulence among retail discount mass merchandisers

· Explosive growth of cable audience, cable advertising and infomercials; $450-550 million spent on airing of long-form commercials, 60% of which goes to cable ($270-330 million)

· Explosive growth of installed personal computer home base, CD and modem accessorized computers, internet connection base

· Electronic marketing as an alternative to postal cost inflation of catalog marketing

· High investment cost of interactive market development



	*Ownership

*excludes TV Infomercials, On-Line and TV Networks/Non Networks
	Private‑‑20%    Public‑‑79%    Government—1%

Conglomerate Ownership
· American Express Co.: American Express Co.: Merchandising  Division

· American Automobile Association:  ATS Products Corp.

· American Legion: American Legion National Headquarters

· Bradford Exchange: Hammacher Schlemmer

· Cendant:  Cendant Alliance Marketing

· CitiGroup: Diners Club/Carte Blanche Direct Response Marketing

· Comcast: QVC Network

· Direct Marketing Enterprises: Abernathy & Closther

· Encore House: Encore House

· Federated: Bloomingdale's By Mail, Macy’s By Mail

· Fingerhut: Fingerhut Catalog, Popular Club

· Genesis Direct:  Voyager’s Collection, Carol Wright Sales

· Hallmark: Hallmark's Merchandising

· Hanover Marketing: Hannah Hansen

· Harcourt General: Neiman Marcus Direct

· International Wireless:  Prodigy Services Co.

· L.L. Knickerbocker Corp.:  L.L. Knickerbocker Corp.

· K-Tel International: K-Tel

· Microsoft Corp.:  Microsoft On-Line

· News Corp.: Fox TV Network

· Nordstrom: Nordstrom Catalog

· Playboy Enterprises: Playboy Catalog, Playboy TV Channel

· Reader’s Digest:  Good Catalog

· SBC Communications:  U.S. Merchandise Catalog


MULTI-PRODUCTS CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	

	
	Conglomerate Ownership (continued)

· Sak’s Inc.: Saks Fifth Avenue

· Sony: Columbia House

· Starcrest: Handsome Rewards, Signatures, Starcrest

· Suarez Corp.: International Home Shopping

· Tamasha Enterprises: Sterling House

· Norm Thompson:  Solutions, Norm Thompson

· Time Warner: Columbia House, Turner Broadcasting System

· U.S. Government: Army & Air Force Exchange

· USA Networks:  Home Shopping Network

· USAA: USAA Buying Service

· United Way of America: Sales/Service America

· ValueVision: Home Visions, ValueVision

· Viacom:  MTV Networks

· Wal-Mart Stores: Sam's Warehouse Clubs

· World Marketing Associates: S&H Marketing Group

	
	

	Market Segmentation
	· Upscale: T&E Card, Catalog, National Department Store, On-Line/Internet

· Mid scale, down scale: Cable, Non-Catalog, Membership Buying Service, TV

	
	

	Merchandising
	· Upscale (T&E Card) Catalog, National Department Store: Gifts, apparel, decorative accessories, home furnishings, electronics, jewelry; On-line/internet: travel, computer products, planned gifts, high ticket products, entertainment

· Mid scale, down scale (Cable, Non-Catalog, Membership Buying Service, Low Ticket Catalog): Home furnishings, housewares, apparel, home appliances, jewelry, toys

	
	

	Customer Sourcing
	· T&E Card, National Department Store: Credit card base

· Membership Buying Service: Membership direct mail promotions

· Non Catalog: Merchandise direct mail/broadcast promotions

· Cable Home Shopping: Cable

· On-Line/Internet: Cable, Telemarketing, Direct Mail

	
	

	Customer Base

Marketing
	· Non Catalog: Direct mail solo/multi-product mailings, merchandise inserts

· Membership Buying Service: Membership catalogs, bulletins, direct mail solos


MULTI-PRODUCTS CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	

	Customer Base Marketing (con’t)
	· T&E Card: Direct mail solo/multi-product mailings, catalogs

· High Ticket/Low Ticket Catalogs: Full year catalog publishing

· On-Line/Internet: On-Line, Direct Mail

	
	· 

	Seasonality
	· Full year activity reflecting retail general merchandising patterns with Fall emphasis

	
	

	Operations
	· Negligible internal manufacturing

· Concentration on product selection, merchant functions

· Dependence on automated internal and external services for order taking, processing and fulfillment

	
	

	Problems
	· Price competition with retail mass merchandisers for mid scale, down scale sub-segments

· Product sourcing, product presentation costs and customer service requirements for upscale segments

· Costs of establishing a customer base for National Department Store marketing

· Market saturation for TV Home Shopping

· Down scale market for Non Catalog Segment

· Product retail price ceilings for Non Infomercial TV merchandising

· Rising Infomercial production and media costs

· Capacity customer service crises and high customer attrition for On-Line/Internet

	
	

	Opportunities
	· Infomercial merchandising

· Product category diversification potential for TV Home Shopping

· Product presentation potential of TV Home Shopping, Infomercials TV marketing, and On-Line/Internet

· Captive audience promotional potential for queued customers for On-Line/Internet

· High ticket potential of long format commercials

· Combined consumer/entrepreneurial markets for TV merchandising

· Database marketing loyalty for Membership/Credit Card segment


MULTI-PRODUCTS CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	

	Trends
	· Slackening growth of TV Home Shopping market

· Proliferation of space co-op insert marketers with list rental income as additional motivation

· Expanded growth of upscale sub-segments:

· National Department store mail order

· TV Infomercials

· Rapid growth of Comp-U-Card and failure of Unity Buying among  Membership/Buying Services

· Cable Home Shopping: 

· Diversification into soft goods, financial services, back-end direct mail merchandising, emergence of specialty, upscale channels

· Conglomerate takeover of cable home shopping industry

· Silver King Communications control of Home Shopping Network and Comcast control of QVC

· Infomercials

· Increasing respectability as advertising channel, increasing use by Fortune 500 companies

· Increasing emphasis on international expansion

· Accelerating product burn-out -- especially with fitness products

· $650 million/year in advertising spending, cost of infomercials $150,000-300,000

· On-Line/Internet

· Explosive growth of America Online

· Internet Shopping still small ($100-150 million) but growing steadily; some importance as prospecting source for catalogs

· Emergence of 2-Market and other On-line merchant mall managers

· Interactive Programming:

· Chronic disappointment with outcome of expensive local market trials


MULTI-PRODUCTS CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	

	Trends (cont.)
	· 1996 Segment Events

· National Media acquisition of Hawthorne Publications and Positive Response TV

· International Wireless Corp. acquisition of Prodigy from IBM and Sears, Roebuck

· ValueVision International acquisition of Montgomery Ward Direct from Montgomery Ward

· Cox Enterprises acquisition of Carol Wright Sales and Consumer Promotions from Peter W. Smith & Co.

· Best Products in bankruptcy

· Via TV in bankruptcy

· Nynex-Pacific Telesis abandon joint interactive TV venture

· Sears Roebuck drops Hanover House licensed catalogs

· Paxson Communications makes first public offer

· CompuServe on the block by H.R. Block

· 1997 Segments Events

· America Online acquires CompuServe

· AEA Investors acquires Corning Consumer Products

· Global Broadcasting Systems acquires Shop At Home

· Genesis Direct acquires Voyager’s Collection

· Montgomery Ward in bankruptcy

· Global Shopping Network out-of-business

· National Media Corp. closes Positive Response Television

· Time Warner closes Time Warner Interactive Network

· SkyMall in first public offer

· National Media available for sale

· 1998 Segment Events:

· Shop At Home acquires Global Broadcasting Systems

· Reader’s Digest acquires Good Catalog

· Amazon.com acquires PlanetAll

· Fingerhut acquires Popular Club from Texas Pacific Group

· Profitt’s acquires Sakes Holdings

· Genesis Direct acquires Carol Wright Gifts (non couponing programs)

· Bankrupt Infomercial businesses:

· Alien Ultimate Edge

· Kent & Spiegel

· Quantum

· Regal Communications

· Synchronal


MULTI-PRODUCTS CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	

	Trends (cont.)
	· K-Tel International closes down K-Tel Direct

· Genesis Direct in first public offer (The Voyager’s Collection)

· Prodigy Communications in first public offer


PHOTOGRAPHIC EQUIPMENT CONSUMER SALES

Photographic Equipment
This small sales size segment ($330 Million) has a relatively high average mail order business size ($4.1 Million).

Camera Equipment is either price or high tech oriented with appeal to the technician or semi-professional and space media oriented while the Portraits sub-segment is family and telephone marketing oriented.

Photographic Equipment 1998 Consumer Sales
Segment Size:


No. Of Mail Order Businesses:

80


Mail Order $Sales ($Million):

330


Average Sales Per Business ($Million):
4.1

5 Leading Businesses









Sales

Name of Business


Sub-Segment


($Million)
Camera World of Oregon


Camera Equipment & Supplies


72.0

Tri-State Camera and Computer

Camera Equipment & Supplies


43.6
Exposures


Camera Equipment & Supplies


31.2

Ritz Camera


Camera Equipment & Supplies


22.3

42nd Street Photo


Camera Equipment & Supplies


14.0

PHOTOGRAPHIC EQUIPMENT CONSUMER SALES

	SEGMENT:
Photographic 

Equipment
	SUB-SEGMENT:  Camera Equipment & Supplies



	1998 SALES ($MILLION):
330
	NO. OF

BUSINESSES:  80
	AVERAGE SALES PER BUSINESS ($MILLION):  4.1


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Price

• Specialties

• Line range and depth

	PRODUCT DOMAIN:
	Photographic, development and photo storage equipment, supplies and accessories


	CHARACTERISTICS

	· High order size

· Mail order/retail store business synergies

· Positioning potentials:


• Product variety, depth and new model availability especially for non metropolitan area consumers

· Discount or high tech orientation

· Special equipment (underwater equipment), consumer information, and customer service

· Merchandising expansion into consumer electronics

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Camera World of Oregon
	· Light Impressions
	· Adorama

	· Tri-State Camera And Computer
	· 42nd  Street Photo
	· Porter’s Camera Store

	· Exposures
	· Marine Park Camera & Video
	· Wall Street Camera

	· Ritz Camera
	· KEH Camera
	· Camera Shop

	· Century Photo Products
	
	


PHOTOGRAPHIC EQUIPMENT CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	
	

	Generic Industry
	· Photographic market at $6.8B

· Photofinishing market at $5.8B

· Increasing automation, electronification and sophistication of equipment

· Like consumer electronics, industry resisting inflationary increases through new technology

· Video technology advances



	Ownership
	Private‑‑100%    Public‑‑9%    Government‑‑0%


Conglomerate Ownership
· Adorama:  Adorama

· Calumet International: Zone VI Studio

· Comann, Howard & Flamen: Century Photo Products, Light Impressions

· Miles Kimball: Exposures

	
	

	Market Segmentation
	· Portraits: Female, mid scale, down scale

· Camera Equipment & Supplies: Male, mid scale, upscale, professional

	
	

	Merchandising
	· Camera Equipment & Supplies: Economy and technical specialties for amateurs, processing and postprocessing specialties for professionals

	
	

	Customer Sourcing
	· Camera Equipment, Newspaper, shelter and special interest magazine, direct mail inserts and solo list mailings, telephone marketing

· Portraits: Telephone marketing

	
	

	Customer Base

Marketing
	· Catalog, publishing, direct mail solo promotions and package inserts

	
	

	Seasonality
	· Year round activity with emphasis on Fall, holiday and school graduation periods

	
	

	Operations
	· Non-manufacturing

· Heavy space, direct mail and telephone promotional marketing

· Gift oriented, professional market oriented customer service

	
	

	
	


PHOTOGRAPHIC EQUIPMENT CONSUMER SALES

	FACTORS
	
	CHARACTERISTICS

	Problems
	· Retail mass merchandising discount and catalog showroom price competition

	
	

	Opportunities
	· Diversification into Consumer Electronics with one-stop shopping for photographic home-office and consumer electronics equipment

· Consumer high tech appeal

· Equipment electronification and miniaturization supporting new product development

	
	

	Trends
	· Price competitive space diversification into consumer electronics by camera equipment marketers

· List rental potential motivation of Portrait sub-segment marketers

· 1996 Segment Events

· Comann Howard & Flamen acquires Light Impressions

(
· 1998 Segment Events:

· District Photo acquires Nashua Photofinishing Division




RECORDED MUSIC CONSUMER SALES

Recorded Music
In this large sales size segment ($1,400 Million), Non-Recorded Music Clubs now account for a larger share (57%) than Recorded Music Clubs (43%).  This is accounted for by the emergence of new competitors in internet sales (Amazon.com, CDNow/N2K), and the decline in popularity of Music Clubs.

The segment is dominated by conglomerates like the Books segment:

· CBS (Sony), RCA (Bertelsmann), Time Warner from Publishing/Entertainment

The segment and the records industry in general are recovering from a long period of price competition induced slow growth.  Sluggish mail order growth; 19% decline in 1997 shipments to direct and special markets.

Records 1998 Consumer Sales
Segment Size:


No. Of Mail Order Businesses:
N/A (many publishers and distributors, some retailers)


Mail Order $Sales ($Million):

1,400


Internet $Sales ($Million)


   300

5 Leading Businesses













Sales

Name of Business



Sub-Segment



($Million)
BMG Direct Marketing


Recorded Music Clubs

250.0

Columbia House



Recorded Music Clubs

232.0

Amazon.com



Non-Recorded Music Clubs


110.0

CD Now/N2K



Non-Recorded Music Clubs


110.0

Reader’s Digest Musk


Non-Recorded Music Clubs


89.3

RECORDED MUSIC CONSUMER SALES

	SEGMENT:
Recorded Music
	SUB-SEGMENT:
Recorded Music Clubs



	1998 SALES ($MILLION):
600
	NO. OF MAJOR

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


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Price


• Specialties

• Specialties depth

• Ordering convenience

	PRODUCT DOMAIN:
	Clubs founded on a roster of musical genres and formats


	CHARACTERISTICS

	· Up-front merchandise premium offered as inducement to membership commitment

· Profitability depends on:


• Membership acquisition cost


• Member retention through and beyond up-front commitments

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· BMG Direct Marketing Inc.
	· Musical Heritage Society
	· Book-Of-The-Month Club

	· Columbia House
	· Franklin Mint Record Society
	


RECORDED MUSIC CONSUMER SALES

	SEGMENT:
Recorded Music
	SUB-SEGMENT:  Recorded Music: Non Clubs



	1998 SALES ($MILLION):
800
	NO. OF

BUSINESSES:  30+
	AVERAGE SALES PER BUSINESS ($MILLION):  --


	MAIL ORDER

RATIONALE:
	Unavailable at Retail:

• Price

• Specialties

• Specialties Depth

	PRODUCT DOMAIN:
	All musical genres and formats


	CHARACTERISTICS

	· Generally mid scale, down scale

· Price point sensitivities

· Opportunistic and nostalgia marketing to avoid royalty cost of current hits

· Many businesses national extensions of local retail record specialists

· Jazz classical music, opera, folk music, ethnic music, old radio show specialties

	LEADING BUSINESSES ($5 MILLION+ SALES)

	· Amazon.com
	· Razor & Tie Music
	· Allegro Corp.

	· CDNow/N2K
	· Good Music Record Co.
	· EveryCD

	· Reader’s Digest Music
	· Cornerstone Promotions
	· Malecki Music

	· Country Music Holiday
	· A & M Records
	· Radio Spirits

	· Heartland Music
	· Hawkeye Marketing
	· Record Town

	· Time-Life Music
	· Malaco Records
	· Scorpio Discount Records

	· Northport Marketing Co.
	
	


RECORDED MUSIC CONSUMER SALES
	FACTORS
	
	CHARACTERISTICS

	
	

	Generic Industry
	· Global recorded music market $38.1B

· Stagnant unit volume sales; over expansion in early 1990s by retailers; malls had to compete with standalones and discounters; young consumers out-priced away from retailers

· Growth slowdown attributed to sluggish consumer spending, poor economic health of the retail account base and competition from the computer market (computer games and interactive on-line services)

· 19% drop in audio and video shipments in 1997.  Membership in music clubs peaked in mid 90s.  Half of music club members make returns on negative options

· Only 2% growth in 1995 to $12.3B in sales and in 1996 at 2% to $12.5B, decline by 2% in 1997 to $12.2B

· Compact Discs with 7% growth in 1996 account for 91% of sales

· Shake-out in recorded music specialty retail stores facing competition from mass merchandisers

· Rock music continues as leading genre with 33% of sales; country music with 15% of sales

· Record stores at 52% of sales, mass merchants at 32%, mail order at 15%

· Start of On-Line competition

· Almost equal spending by men and women

· Continuing shift of spending to 40+ age bracket with aging of Baby Boom Market

	
	

	Ownership
	Private‑‑60%    Public‑‑40%    Government‑‑0%

	
	Conglomerate Ownership

· Amazon.com:  Amazon.com

· Bertelsmann: BMG Direct Marketing

· Genesis Direct:  Command Performance

· Reader's Digest: Reader’s Digest Music

· Roll International Corp.: Franklin Mint Record Society

· Sony: Columbia House

· Time Warner: Book-Of-The-Month Club Records, Columbia House,  Time-Life Music


RECORDED MUSIC CONSUMER SALES
	FACTORS
	
	CHARACTERISTICS


	
	

	Market Segment
	· Record Clubs:

· Popular Music: Younger, mid scale, down scale

· Classical Music: Older, upscale

· Broadcast Direct Response: Mid scale, down scale

	
	

	Merchandising
	· Recorded Music Clubs: Premium bargains on initial offer, specialized selections according to theme of club

· Broadcast Direct Response: Price point sensitive albums packed with nostalgic or current material of promoted performers or composers

	
	

	Customer Sourcing
	· Recorded Music Clubs: Newspapers, magazines and direct mail promotional membership offers

· Broadcast Direct Response: Broadcast merchandise offers

	
	

	Customer Base

Marketing
	· Record Clubs: Bulletins, promotional direct mail

· Broadcast Direct Response: Merchandise bounceback inserts

	
	

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

	
	

	Operations
	· Only largest companies have own manufacturing facilities

· Emphasis on merchandising, program and membership development functions

· Stress on telephone marketing and high volume fulfillment

	
	

	Problems
	· Retail store competition

· Low order size

· Inventory maintenance and clearance

· Depressed pricing

· Rising production, property rights and membership acquisition costs

· Independent record sales more vulnerable than Record Clubs to economic downturns

· Record Clubs unable to sell new releases until 90-120 days after retail availability


RECORDED MUSIC CONSUMER SALES
	FACTORS
	
	CHARACTERISTICS


	
	

	Opportunities
	· Explosive growth in on-line recorded music sales

· Mail order distribution exclusives

· Broadcast promotional capabilities

· Buying continuity through club marketing

	
	

	Trends
	· 18% growth in  share of industry sales in 1996 compared to 1992 by tape/record clubs and mail order to 17%

· Potential for video music business development

· Diversification of Recorded Music Clubs with video merchandising

· On-line music sales at $116 million in 1998

· 19% drop in music and video club shipments in 1997.  No new technologies to spur sales.  Consumers have completed their conversion of collections from albums to cassettes

· 1996 Segment Events:

· CML disposes of Hear Music

· MCI Communications closes down 1-800 Music Now

· 1997 Segment Events:

· Time Warner acquires Music For Little People from Welk Direct Marketing

· Genesis Direct acquires Warner Sound Exchange from Time Warner

· 1998 Segment Events:

· Merger of on-line vendors CDNow and N2K




(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.)
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