Business Services (continued)

	
	
	

	FACTORS
	
	CHARACTERISTICS



	Generic Industry
	
	· Long distance telecommunications market at $85B in 1997

· AT&T share drops from 90% in 1984 to 42% in 1996

· AT&T, MCI and Sprint control 90% of long distance market

· Long distance residential subscriber margin razor thin compared to business-to-business margins (AT&T 60% residential vs. 40%  for MCI)

· Local phone market at $110B

· Fax market at $92B

· Competitive threat looming in long distance market from internet telephony

· Cellular market at $19B; 54 million U.S. subscribers

· Long distance directory assistance business at $1B

· Training market at $69B, outside training at $16B, information technology training market at $21.5B with surge in demand in personal computer technical training

· Professional self-study market at $500 million

· Successful newsletters commanding $1.5 - $1.8 million per year some as high as $2.5 million

· Express delivery business at $18B

· Increased competitive entry in both communications and air freight services

· Increased aggressiveness of UPS and U.S. Postal Service in Air Freight and AT&T in communications marketing

	
	
	

	Ownership
	
	Private‑‑25%    Public—74%      Government‑‑1%

	
	
	Conglomerate Ownership

· AT&T: AT&T Communications

· American Management Association: American Management   Association, Padgett-Thompson

· MCI WorldCom: MCI Telecommunications, WorldCom

· Dun & Bradstreet: Dun & Bradstreet Business Education Services

· FDX Corp: Federal Express

· McGraw Hill: McGraw Hill Information Services

· Rogers Communications: Lakewood Publications

· Sprint Corp.: Sprint Communications

· U.S. Government: National Technical Information Services, United States Postal Service Air Freight

· United Parcel Service of America: United Parcel Service of America

· Viacom: Bureau Of Business Practice, Prentice Hall

      Wolters Kluwer: Commerce Clearing House, Panel Publish-

      ers/Aspen Publishers

	Market Segmentation
	
	· Small business market

· Communication and overnight delivery dependent market segments

· Professional markets

	
	
	

	Merchandising
	
	· Product sampling

· Sample newsletter

· Free shipment

· Frequent Buyer marketing

	
	
	

	Customer Sourcing
	
	· Television direct response

· Personalized direct mail

· Space direct response

· Outbound telemarketing

	
	
	

	Customer Base Marketing
	
	· Built‑in calendar year obsolescence of informational products

· Specialty add‑on services based on profession or occupation

· Renewal marketing

	
	
	

	Seasonality
	
	· Information products‑‑seasonal with regulatory and year‑end filing periods

· Communications, Air Freight: Normal business seasonality patterns

	
	
	

	Operations
	
	· Highly centralized operations

· Customer service intensive operations

· Highly automated operations

	
	
	

	Problems
	
	· Capital intensive requirements for entry into Communications and Air Freight; editorial and database insurance requirements for entry into Information Services

· Regulatory environment

· Magnitude of competition

	
	
	

	Opportunities
	
	· Rapid growth of CD ROM market

· Infomercial channel opportunities in entrepreneurial promotional market

· Virtual reality programming for training applications

	
	
	

	Trends


	
	· Rapid growth of mail order penetration in:

· Long distance telecommunication services

· Overnight package delivery services

· Long distance competition shifting to consumer and small business market as price slashing characterizes hotly-contended corporate market

· Contenders in Air Freight market stressing customer service technology rather than price competition as in past

· Deregulation of telecommunications industry leads to cross-over competition among long distance and local carriers

	
	
	· 1997 Business Events:

· WorldCom acquires MCI Communications Corp.

· 1998 Business Events:

· AT& T acquires Teleport Communications Group (local phone services

· Reed Elsevier acquires Matthew Bender (legal publishing) from Times Mirror


Industrial Business
1998 Industrial Business Sales
Segment Size:
No. Of Mail Order Businesses:
1,560

Mail Order $Sales ($Million):
19,330

Average Sales Per Business ($Million)
12.4

Internet Sales ($Million)
7,000

	
	Mail Order Sales ($Million)
	No. of Businesses
	% of Sales

	Industry Specific/Functional
	10,690
	1,280
	55

	Industrial Maintenance/Materials Handling
	5,990
	140
	31

	Medical
	2,650
	140
	14

	TOTAL
	19,330
	1,560
	100


5 Leading Businesses





Sales

Name of Business
Sub-Segment
($Million)
Cisco Systems
Electronics                                            5,100.0

W.W. Grainger
Industrial Maintenance/




  Materials Handling
1,464.0

Henry Schein
Medical/Pharmaceutical
1,225.0

McMaster Carr
Industrial Maintenance/                         1,200.0




   Materials Handling

Onsale, Inc.
 Industrial Maintenance/                           600.0



                                             
    Materials Handling

INDUSTRIAL BUSINESS

	SEGMENT:
Industrial Business
	SUB-SEGMENT:  Industry Specific/Functional

	1998 SALES

($MILLION):
10,690
	NO. OF

BUSINESSES:  1,280
	AVERAGE SALES PER

BUSINESS ($MILLION):  8.4

	
	
	

	CHARACTERISTICS

	· Electronics catalog sales at $2B

· Suppliers of electronic, chemical, farming, ranching, fishing, forestry, mining and other industry -specific equipment

· Suppliers of libraries, schools, hotels, fraternal lodges

· Industrial wholesalers through mail order, business opportunity specialists through mail order

· Specialty trades suppliers

· High order size, high order frequency

· Need for electronic networks because of decentralization of office units

· Fulfillment technology requirements

· Advantages over non-catalog

· Lower overhead/ automation/higher profit margin


INDUSTRIAL BUSINESS

1)
Industrial Electronics

	MAIL ORDER

RATIONALE:
	Unavailable through Retail, Dealers or Personal Selling:

• Price

• Specialties

• Line range and depth

• Ordering convenience

	PRODUCT DOMAIN:
	Data communications, networking, testing, computer secruity electronics

	
	
	

	LEADING BUSINESSES ($5MILLION+ SALES)

	· Cisco Systems
	· Jameco Electronics
	· Dalco Electronics

	· Newark Electronics
	· Bearcom Operating
	· GIM Electronics

	· Omega Scientific
	· MCM Electronics
	· Richardson Electronics

	· Allied Electronics
	· JDR Microdevices Inc.
	· American Microsystems

	· Designatronics
	· Arrow Electronics
	· B & B Electronics

	· Black Box
	· Tucker Electronics
	· DNA, Inc.

	· Digi-Key Corp.
	· CTG
	· Scope Electronics

	· Cable Express
	· Microcom
	· Electronic Distributions

	· Industrial Computer Source
	· Midacomp
	· Lucent Direct

	· Mouser Electronics
	· Gerber Radio Supply
	· Ramsey Electronics

	· Sager Electrical Supply Co.
	· Barksdale
	· Print Products International

	· Dielectric Communications
	
	


INDUSTRIAL BUSINESS

(2)
All Other

	MAIL ORDER

RATIONALE:
	Unavailable through Retail, Dealers or Personal Selling:

• Specialties

• Specialty Depth

	PRODUCT DOMAIN:
	Equipment and supplies specific to industries or services or equipment and supplies specific to an industrial function

	CHARACTERISTICS

	Markets

• Farming
• Scientific Instrumentation
• Commercial Supplies

• Law Enforcement
• Specialty Industrial Tools

• Safety/Security
• Technician Specialties

	LEADING BUSINESSES ($5MILLION+ SALES)

	· Lab SafetySupply
	· Dyna-Med
	(  M & N International

	· NASCO Farm
	· United States Plastic Corp.
	· Nashville Wraps

	· Gall’s
	· Lyons Safety
	· New York Findings

	· Global Motosports
	· Direct Safety
	· Norcost Company

	· Transmation
	· Masuen First Aid
	· Noteworthy

	· Acusport Corp.
	· Warner Jenkinson
	· SPX Corp.

	· Jensen Tools
	· Zierick Manufacturing
	· Traex

	· Specialized Products
	· Rockford Systems
	· Valley Vet Supply

	· Perkin-Elmer Express
	· A.W. Direct
	· Bailey’s Reforestation Supplies

	· Dann Dee Display Fixtures
	· Alfa Products
	· Falcon Safety Products

	· Gold Medal Products
	· Cole Parmer Instrument Co.
	· Gilson Co.

	· Nailco Salon Marketplace
	· Hagie Manufacturing Co.
	· Van Dyke Supply Co.

	· Outwater Plastics Industries
	· Color Optic Display
	· Products International

	· Semasys, Inc.
	· Location Sound Corp.
	· Sargent Sowell

	· Conney Safety Products
	· Tucker Electronics
	· HMC-HVB Material Co.

	· Greenleaf Nursery
	· Anglers Roslyn Group
	· Mission Service Supply

	· Emed
	· ITS Industrial Thermoplastic Solutions
	· Industrial Safety Co.

	· Dyna-Med
	· Berg Precision Mechanical
	· Central Tractor Farm & Country

	· Techni-Tool
	· Broder Brothers Co.
	· Rapids

	· Farm Tek & Tek Supply
	· Davis Instrument Manufacturing
	· American Livestock Supply

	· Tool Crib Of The North
	· Fisher Scientific
	· Calbiochem Novabiochem

	· Nomadic Supply
	· GQF Manufacturing
	· Promega

	· Skyline Displays
	· Galco International
	· Champion America

	· Fox International
	· House Of Winston
	· Dan Chase Taxidermy Supply

	· Forestry Supplies, Inc.
	· Ideal Products
	· Fabricon Co.

	· A.L. Randall
	· Life Technologies
	


INDUSTRIAL BUSINESS

(2)
All Other (Cont.)

	· Thompson Merchandising Display
	· C & S Record Sales
	· MCM Electronics

	· My Little Salesman Catalog
	· Memphis Net & Twine
	· Merrell Scientific

	· Crystek Corp.
	· Swift Instruments
	(   Snap-On Tools Corp.

	· Gould & Goodrich
	· 
	


INDUSTRIAL BUSINESS

	SEGMENT:
Industrial Business
	SUB-SEGMENT:
Industrial Maintenance/




Materials Handling

	1998 SALES

($MILLION):  
5,990
	NO. OF

BUSINESSES:  140
	AVERAGE SALES PER

BUSINESS ($MILLION):  42.8

	
	

	MAIL ORDER

RATIONALE:
	Unavailable through Retail, Dealers or Personal Selling:

• Price



• Specialties

• Line range and depth

• Ordering convenience

	PRODUCT DOMAIN:
	Full line of factory, warehouse, machine shop equipment and supplies; big ticket surplus equipment warehouse, machine shop equipment and supplies

	
	
	

	CHARACTERISTICS

	· Suppliers of general and specialized warehousing, assembly line, packaging, plant maintenance and materials handling equipment

	LEADING BUSINESSES ($5MILLION+ SALES)

	· W.W. Grainger
	· Chiswick Trading
	· Malow Corp

	· McMaster Carr
	· Uline
	· Rand Material Equipment Co.

	· FreeMarkets Online
	· Industrial Discount Corp.
	· Turnkey Material Handling Co.

	· J&L Industrial Supply
	· Wholesale Tool Co.
	· Reid Tool Supply Co.

	· MSC Industrial Supply
	· Neutron Industries
	· Browncor

	· Global Industrial Equipment
	· Indus-Chem
	· Kole Industries

	· Barnett, Inc.
	· Rutland Tool & Supply Co.
	· International Plastics

	· Wilmar Industries
	· Joseph T. Ryerson & Son
	· Randustrial Corp.

	· Maintenance Warehouse
	· Environmental Protection Equipment
	· Burden Sales Co.

	· Harbor Freight Salvage
	· Freund Can
	· A. Liss & Co.

	· New Pig Corp.
	· Hecht Rubber Co.
	· U.S. Shop Tools

	· C&H Distributors Inc.
	· Industrial Pipe & Steel
	


INDUSTRIAL BUSINESS

	SEGMENT:
Industrial Business
	SUB-SEGMENT:  Medical/Pharmaceutical

	1998 SALES

($MILLION):
2,650
	NO. OF

BUSINESSES: 140
	AVERAGE SALES PER

BUSINESS ($MILLION):  18.9

	
	

	MAIL ORDER

RATIONALE:
	Unavailable through Retail, Dealers or Personal Selling:

• Price



• Specialties

• Line range and depth

• Ordering convenience

	PRODUCT DOMAIN:
	Specialties and full line of medical, dental and pharmaceutical equipment and supplies

	
	
	

	CHARACTERISTICS

	· Medical, surgical and drug line suppliers to hospitals, clinics, and practitioners

· High order size, high order frequency

· Specialty medical supplies dealer competition

· Need to maintain large number of stock-keeping units

	LEADING BUSINESSES ($5MILLION+ SALES)

	· Henry Schein Co.
	· American Academy of Orthopaedic Surgeons
	· Armstrong Medical Industries

	· Mosby YearBook
	· Anatomical Chart Co.
	· Crest Electronics

	· American Medical Association
	· Kent Dental Supply Co.
	· Nuclear Associates

	· Darby Dental/Veterinary Direct
	· Masel Industries
	· Medical Economics Publishing

	· Smart Practice
	· Sammons Preston
	· Practicon

	· Veratex Corp.
	· Bio-Dental Technologies
	· Smilemakers

	· Moore Medical Corp.
	· St. Anthony Publishing
	· United States Medical Supply Foundation

	· Suburban Ostomy Supply
	· Banyan International Corp.
	

	· Accu Bite
	· Alimed
	


	Generic Industry
	
	· MRO Industry (Maintenance/Repair/Operation) at $225B, only growing at 2%-5%/year, large and fragmented with top 50 distributors only accounting for 12% of market, with industry recently down with tougher prospecting, flat market, declining profits

· Sanitary supply market at $8-10B, 7,000 distributors

· Apartment supplies market at $2B

· Industrial Electronics distribution industry at $21B, top 25 distributors at $17.6B, 84% of industry, with catalog segment growing faster than rest of industry

· Telecommunications accessories market at $12B

· Data and network equipment market at $34.5B

· Wireless telecommunications products and accessories market at $6B

· Metalworking market at $50B

· Scientific research supply market at $5B

· Overall, U.S. medical professionals supplies and equipment market at $9.0B, including $4.0B to office-based physicians; $3.0B to dentists; $0.5B to small animal veterinarians

· Large equipment medical market at $650 million

· Medical publishers 0.5 market at $1.8B

· U.S. clinical lab testing market at $30B

· U.S. market for packaging and shipping supplies at $10B

· Corrections Institution market at $10B, Law Enforcement/Firefighting/Medical Emergency Market at $4B

· Accelerating cost of personal selling

· Increasing industrial automation and computerization

· Dispersal of geographically concentrated manufacturing markets

	
	
	

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

	
	
	

	
	
	Conglomerate Ownership

· American Medical Association: American Medical Association

· Aramark: Gall's


· Avnet: Allied Electronics

· W. H. Brady: Revere Products

· Central Purchasing: Harbor Freight Salvage

· Cornerstone Direct Corp.: Mausen First Aid, Turnkey Material Handling Corp.

· Dynatech Corp.: Industrial Computer Corp.

· Geneve: NASCO Farm

· Global DirectMail Corp: Global Industrial Equipment

· W.W. Grainger: Lab Safety Supply, W. W. Grainger

                      Conglomerate Ownership (Cont.)

· Harcourt General:  Mosby YearBook

· Home Depot:  Maintenance Warehouse

· Ispat International N.V.: Joseph T. Ryerson & Sons

· Johnson Matthey: Alfa Products

· Kaiser & Kraft: Browncor, C&H Distributors Inc., Conney Safety Products

· Lucent Technologies:  Lucent Direct

· Natures Bounty:  Darby Dental/Veterinary Direct

· New England Business Service:  Chiswick Trading

· Dan Newman Co.: Indus-Chem

· Premier Farnell PLC: Newark Electronics

· Henry Schein Co.: Henry Schein Co., Veratex Corp.

· Snap-On Tools Corp.: Snap-On Tools Corp.

· Stanley Works: Direct Safety Co., Jensen Tools

· United States Plastic Corp.:  Industrial Safety Co., United States Plastic Corp.




	
	
	

	Market Segmentation
	
	· Small businesses

· Dispersed accounts

· Freelance, independent contractor, technician markets

	
	
	

	Merchandising
	
	· Off‑the‑shelf industrial maintenance products

· Standardized, high volume products

· Re‑order, after‑market supplies for installed equipment

· In‑depth variety and sizes of tools not available at retail

	
	
	

	Customer Sourcing
	
	· Space advertising in trade media and promotional direct mail to compiled and mail order buyer lists

	
	
	

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

	
	
	

	Seasonality
	
	· Year round

	
	
	

	Operations
	
	· Manufacturing or wholesaling

· Large scale inventory maintenance

· Tight operations dictated by low margins of generally non‑proprietary items

	
	
	

	Problems
	
	· Maintenance of large number of stock keeping units

· Prospect access and cost of customer acquisition

· Catalog publishing expense because of size of line

· Possible dealer/sales force alienation of direct marketing diversions

	Opportunities
	
	· Accelerating costs of personal selling

· Increasing industrial automation and computerization

· Dispersion of geographically concentrated manufacturing markets

· Increased technical requirements in industrial products selling

	
	
	

	Trends

Trends (Cont.)
	
	· Consumerization of industrial surplus retailers into high ticket consumer product sales and video home merchandising

· Increased sophistication and automation of medical/pharmaceutical merchandising

· Emergence of Global DirectMail and Henry Schein as dominant industrial direct marketers

· Accelerated acquisition program by Henry Schein

· Aggressive industry business expansion by MSC

· First time public offers to support market expansion (Henry Schein, MSC)

· 1996 Segment Events:

· W.W. Grainger acquires Ackland's Ltd.

· MSC Industrial acquires Cutrite Tool Co. and Swiss Precision

· Henry Schein acquires Dental Supply Co. of New  England, Pattison McGowan, Peri Inc., Scientific Supply Co. and Westchester Surgical

· Kaiser & Kraft GmbH acquires Dozier Equipment

· Farnell PLC acquires Premier Industrial

· Airgas Inc. acquires Rutland Tool Supply

· Wilmar Industries acquires Sun Valley Maintenance Supply

· MSC/Sid Tools' first public offer

· Henry Schein's first public offer

· 1997 Segment Events:

· NEBS acquires Chiswick Trading

· Global Motorsport Corp. acquires Chrome Specialties

· Henry Schein acquires Delta Scientific

· Henry Schein acquires Dentrix Dental Systems

· Transmation acquires E.I.L. Instruments

· Henry Schein acquires Interstate Drug Exchange (assets)

· Wilmar Industries acquires Lindley Supply

· Airgas acquires Lyons Safety

· Home Depot acquires Maintenance Warehouse

· Wilmar acquires Management Supply Co.

· Henry Schein acquires Micro Bio-Medics

· Henry Schein acquires Roane Barker

· Henry Schein acquires Smith Holden

· Henry Schein acquires Spherecom Dental Supply

· 1998 Business Events;

· Kaiser & Craft Gmbh acquires Conney Safety Products

· NBTY Inc. acquires Darby Health Group

· J & L Industrial Supply acquires GRS Supply and Mill & Abrasive Supply

· Henry Schein acquires General Injectables And Vaccines

· Ispat International acquires Inland Steel

· Wilman Industries acquires Lindley Supply, Management Supply Corp., and Production Tools Sales

· Harcourt General acquires Mosby from Times Mirror

· Black Box acquires South Hills Datacom from Diploma plc




OFFICE PRODUCTS:  % SOLD BY MAIL
	
	1984
	1989

	Office Supplies
	8%
	11%

	Office Furniture
	6%
	7%

	Office Machines
	8%
	8%

	Office Microcomputers
	4%
	4%

	
	
	

	Total Office Products Sales:
	1987: $60 Billion

1989: $87 Billion


Source:  Advertising Age, 5/18/87 (National Office Products Association)

OFFICE PRODUCTS SALES: CHANNELS OF DISTRIBUTION
	Distribution Channel
	% Sales

	Mail Order
	5.3

	Superstores
	1.1

	Independent Dealers
	35.3

	Mass Marketers
	2.8

	Direct Sales
	48.9


Source:  Friday Report, 11/23/88 (National Office Products Association)

SUPERSTORE RETAILERS

	Superstore

Chain
	Start

Date
	Sales

($Million)
	Geographic

Concentration
	Number of Stores

	Staples
	5/86
	5,181
	NY, DC, PA, MA
	749

	Office Depot
	11/86
	6,717
	CA, TX, FL, GA
	613

	OfficeMax
	1988
	3,800
	NY, IL, TX, OH
	621


(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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