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NEIGHBORS GROW MAIL ORDER CATALOG

FROM SCRATCH

by Liz Plotnick,

Chief Operafing Officec Goosebarmry Patch, Delaware, Ohic

Gooseberry Patch began 14 yean
ago when two Delaware, Ohio ncigh-
bars, Vickie Hutching and Jo Ann
Marrin, met by chance and discavered
a shased love of country decoracing
and antiques. Their mail order camalog
company, founded in 1984, began s
an exciting way for two young mothers
to work out of their homes and scll
warch thelr children.

Five years later, the business grew
soo big for cheir bd.it.jtn'i and
kicchen mbles. What srared as 2 12-
page cacaiog with 40 items now fez-
oures over 400 produces, half of which
are priced under $20!0
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In 1992, with the suppors of loyal cus-
vomess, Gooscberry Parch began publish-
ing their own line of original cockbooks.
And, in 1997, che company meved into
its very own 17,000 square-foor building
in the country...designed exclusively for
the company’s growing nesds.

This type of rapid growth presenes a
company with many opporrunities and
challenges. . In che beginning, Gooseberry
Parch mailed their catalog to just 5,000
names and invencory was kept ar 2 mini-
mum. [Fa product dida't s€ll, Vickic
and Jo Ann would personally purchase
the items in order to break even. They,
along with family members, would han-
dle the phone and mail orders.

Today, tar-
geting muail-
ings to the
sigh people is
crccal and
mailing to the
wrong peopie.
) i B E more COsTy.
;-“{’ Currene mail-

g : ings of neasly
A 5,000,000
ruass balanes
our 1o a prof-
imable
[EIpONIE Fate.
r Selecting suc-
5 ceusful prod-
WCEE IS SO
cial., what
waould Vickie
and Jo Ann
do wich 5.000
" produces thac
failed to sell?
And,
Gooseherry
o . Paich now
hires over 100
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seasonal employes: each year 1o help
with order placcment and fulfillment.

Gering to know your customer is
more difficulr chan many new catalog
companics would think. [t was inital-
by belicved the Goossberry Pacch cus-
romers had young children ac home.
It ook years co accumulace enough
customer history 1o ensuce proper
results of 2 demographic fudy. When
these names were compared with the
cepeure ir was discovered tha
Gooscherry Parch customers had
grown in age aloag with Jo Ann and
Vickic. The trend cha Faith Popcorn
called “cocooning” in her book,
Clicking, was very evident in the
Gooseberry Parch customer base and
the cypes of products they desired.
Year-round holiday decorations, cookis
curters, candles and collecuibles ars
consizrent besc-sellers.,

In addicion, Gooseberry Parch hard-
and sofr-cover books account for over
half of the company’s total sales, Filled
with old-fashioned recipes, family erz-
ditions, decoraring ideas and easy aps
that loyal customen generously share,
each book is a treasured keocpaake of
what Gooseberry Parch is all abouc.
Their first book, Ol Faskioned
Courery Chrisemas is alseady in it
eighth printing. And Goeseberry
Patch concinually gives their customers
new books o enjoy; neady 1.4 million
copies of their 13 hard-cover tides have
been sold o date.

Casii Dodd, a Gooseberry Parch

CUSLOMer, Sent thit nokes

"When a Gooscberry Patch catalog
comes im che mail, wr mot only & earalog,
bur alio g commeetion ra bome and family
in a world where people are finding i
karder ra keep in wowih, o

Success dossn’t come sasily, however,
One of the most difficult lessons encre-
preneurs learn when starting 2 new
ezezlog is e All cheir caralog with mer-
chandize customers will buy, rather
than products employees happen e
prafer. Geod merchandising and
detailed inventory management ace
boch an 2e¢ and a seience. Actending
the many gift markers in search of
beest-sellers is juse a pare of this precess.
Trends. cavegory sales and return histo-
rys square-inch analysis, and vendor
relarions are all a pare of che equation
when decermining 2 product’s prof-
itabilisy

Simple emmple You'rs aware thas
candles are a very hoc end right now.

MNew you should secemps o deter-
mine if it can be profieable:

Toral caralog costs  $500,000
# of irems in canalog 250
Cost per item 52,000
Brealt-even anabysis per ieem:

Lales o
Cost of Goods Sold et 4

Gross Margin 5X.

Cartalog cost perivem 52,000
Fixed operating coscs 51,000
Variable operating ecsrs 15X

Breakeeven net incocme L

X<%8,572 Do you feel thar thess
candles can generate 58,572 Do you
think yOu can buy chem for 35, recail
chem foe $10, and sell 857 of chem!?
Can your vendor maks 857 of chess
candles?

When Gooscberny Parch mailed irs
very first caralog with a miniature
wing bacle chair an itz fronc cover, the
company purchased jusc one chair.
When it didn'z :2ll, Jo Ann puschased
it from the company to turn che
invencory. Teday, a poor product
cheice &2 very zostly. You will never
get it righe 100 percent af the time,
biie ik Eroper En'l'tﬂl.'ﬂ-!}" manige-

man, ¢isk is reduced i a preduct dessn'c
do as well 25 expecred.

Developing a strong relacionship with
every vendor, whether a large imporcer
ot 3 small artisan, is also imperztive o
che success of a growing caralog.
Vendars can poine out new trends, sdu-
cate your company and ies cuwomers
abourt che irems you're selling, and mose
impoetandy, must be able o preduce
and ship aceded quantitics co ulfll
pending orders. In the above example,
the catalog cost per trem was $2.000 —
no company can afford to have such eacs
alog space "sic empey” because 1 vendor
may be unable o meet demand, and
backerders can be very costdy.  For the
upcoming fall and Holiday scason,
(zooseberry Parch plans to work wich
over 90 vendors from acrom che country.

_ In addition o maincaining sutsids
vendor relations. Goossberry Pacch facss
the challenge of hiring and retaining s=2-

* sonal staff. Located in an asea thac has
_an unemployment czee of under 3 per-

cent, the company’s permanent full- and
part-tine st includes abaue 30
employees. During che FallHaliday ses-
son (July through December), bath the
cuscomer satishacton and ordex Rulfill-
ment deparcmencs nzed to increass seaff
by approximarely 733 percent éach.
Gooicberry Parch managers sirive 10
accemmadate the schedules af logal
working moms and studenes by planning
fexible shifes and werk heurs. This
allows seazonal employees to cam exira
holiday money while working asound
family cbligations. Goosebeery Parch
also offers high school clubs and sports
teams epportunities o wark an various
projects. The company gives back o the
community through lundraising eppor-
uniGes, and in Min ceceTves tdistance
with its time-consuming yet essential
assembly and re-scocking projeces,

Finally, the biggest challenge for 2
small, growing caralog is to balance ey
figures (males per book, costs per item,
profit per category, sales per customer
representative hour, cost per packsge
Fi;k:d and packed, erc.) while maineain-
ing the sense of crsariviey which inicially
hrought che cacalog oo life! #

M* = Raising Marketing ta Higher
Penwar
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Paechase Quanticy — hew many of
the items for safz are being purchased
af averags! "What's che cencnbusion
of the sezond or thied iczm boughe?

Future Re-Purchase Rate — how
much repeac business are you going o
receive thar can be tied back to chis
parcicular marketing campaign?
Exespr in the case of big-tickar itzms,
people whe buy vour preduct once
should noc aven be counted as cus-
tomers unil chey have boughe 3 s=c-
ond time.

Fature Purchase Amount — how
much arz tomerrow’s custemers going
to spend (don't forger to discounc chis
potential revenue stream back to the
peezenc value),

Referral Rate — what’s the discouns-
ed dollar value of aew business seac
your company’s way by your satisfied
Clitamers?

The measured markezer is con-
serned with esch of chese, and builds a
line ixem for each as part of the stracs-
gic plan. Then the evaluative process
begins.

A Fasdneting, Complex Challenao

The pro forma P&L quickly grows
complex. For example, 500 people
buying two products exch would cre-
ate the same revenue as 1,000 people
buying one each (assuming the s=c-
ond purchase of the same irem is not
being offered ac a discounc). Bur of
coucse, the ficst appreach coscs less,
Since it does, would a slighe discount
on the second irem purchased creare
even more sales? How wauld the for
saken margin be affict by the
increased cevenwes? O, as another
example, if the mackeser knows he
can :r;.dc rssponse FaEE [0 sell a hlg-.‘h'
se-margin item, chen 2t what poine
does 1 more focused campaign ganer-
ate a higher RO1L2 (See the sidebar,
"Does Response Rate Rezlly
Miarrer™).
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