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Martha Stewart tapped into the public conscious in 1982 when her first book, Entertaining, was published.  Martha Stewart Living--a magazine featuring decorating, cooking and homemaking ideas—followed in 1991, and in 1992, Martha Stewart Living Television was launched.  

Over the next decade, Martha Stewart emerged as a public figure, media tycoon, and lifestyle consultant adding more book titles, additional television series, a nationally syndicated newspaper column, and a variety of signature merchandise to her array of products.  

In 1999, Martha Stewart Omnimedia (MSO) went public on the New York Stock Exchange.  The company continues to create original “how to” information and products for the home under Stewart’s guidance and is divided into four business segments.


Publishing is MSO’s largest and most profitable segment.  In 2001, publishing accounted for more than 61 percent of total revenues.  Publishing consists of lifestyle and cook books written by Martha Stewart, Martha Stewart Living Magazine, and an array of special interest magazines.  In Omnimedia’s third quarter results for 2002, publishing revenues increased 6% to 46.5 million, compared to 44 million in the prior year’s quarter.   Primary competitors are other homemaking and cooking magazines including: Better Homes and Gardens, and Good Housekeeping. 

 

In 2001, television accounted for 10 percent of total revenues. The company currently produces four series.  Martha Stewart Living has been on the air for 10 years and features advice and information on crafts, gardening, collecting, organizing, cooking and housekeeping.  It is shown on more than 190 stations across the United States and Canada.  From Martha’s Home and From Martha’s Garden both debuted in 2001 and are shown on the Home and Garden channel.  The Food Network is in its third year of showing From Martha’s Kitchen.  In 2001, CBS aired Home for the Holidays with Martha Stewart-- Stewart’s fifth prime time special.  Primary competitors include The Learning Channel’s Trading Spaces, and Discovery’s Christopher Lowell Show.


In 2001, merchandising accounted for 12 percent of total revenues. Merchandise is sold through a variety of outlets—from discount retailer K-Mart, to exclusive interior designers.  Product lines include Martha Stewart Everyday--a variety of home products—Martha Stewart Keeping—a line of organizational products—and Martha Stewart Everyday Decorating—a line of picture frames, lighting, mirrors and candles. All of these lines are distributed at K-Mart.  Japanese retailer, The Seiyu Ltd., began distributing selections from Martha Stewart Everyday in 2001. Additionally, Sherwin Williams distributes a line of signature paint, Shaw Industries distributes a line of signature flooring, and Bernhardt Furniture Company began distributing a line of signature furniture this fall.  Primary competitors include Target, Wal-Mart, Linens-N-Things, Pottery Barn and Restoration Hardware.

 


Internet/Direct Commerce accounted for 17 percent of Omnimedia’s revenues for 2001.  All businesses segments encourage consumers to visit MSO’s web site, <marthastewart.com>, and shop at their online stores, Martha by Mail and Martha’s Flowers.  MSO also has a shared microsite at <Kmart.com>. The internet/direct commerce segment is valued as a cross-promotional tool and is used to generate brand loyalty and promote the company’s other business segments.    However, the Internet/Direct Commerce business segment is flailing.  After losing $25 million last year, it is projected to lose another $26 million in 2002.   Primary competitors include Williams-Sonoma, Harry and David, and Crate and Barrel. 

                                      CORPORATE IDENTITY SYSTEM
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There is a distinctive, recognizable look to all Martha Stewart products, and consumers “know it when they see it.”  

The logo most frequently used is shown above, but the colors—and even the logo itself—vary.  Traits common to all products include beautiful photography, soft colors, and good design.  Blocks—like the one shown above--are frequently used.

In the past, pictures of Stewart have been liberally used and prominently featured.  However, in light of Stewart’s recent legal troubles, there is evidence that company is moving away from this tactic.  

                                           FINANCIAL INDICATORS
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MSO stock has fluctuated greatly this year.  According to Bloomberg, the stock had a 52 Week High on 3/18/2002 at $20.93 a share, and a 52 Week Low on 10/9/2002 at $5.26 a share.  In October, the stock price leveled out, and has consistently traded for approximately $8 a share.   

The reason for this dramatic fluctuation is Martha herself.  As both the brand and CEO of MSO, Martha’s image has a dramatic effect on investors’ confidence.  Stewart, currently under investigation for insider trading, triggered a downward spiral in the value of the company’s stock.  Corporate expenses are expected to increase, as legal and public relations costs continue to increase.  


MSO’s third quarter results were released on October 31, 2002.  Revenues in the third quarter increased 4% to $70.9 million, compared to $68 million in the 2001 third quarter.  Earnings per share were 6 cents, but well below the fourteen cents per share forecast.  Due to the uncertainty of the insider trading investigation, Merrill Lynch has placed the stock “under review.”  MSO does not expect to meet its 2002 earnings per share forecast of 53 cents.  


In spite of this dramatic fall in price per share, MSO has a strong balance sheet.  Fortune reports, “the company, with a market cap of $430 million, has no debt and $170 million in cash.  Furthermore, Omnimedia’s two biggest revenue streams—advertising and merchandising royalties—have been fairly resilient throughout the scandal.”

                                                                                STRENGTHS
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· Martha Stewart's Image

· A leading authority in the home and craft business
· Highly visible and recognizable
· Diverse Line of Products

· Products include books and magazines, television programs, home decor merchandise, and more
· Products employ multiple media channels—magazines, television, the web, and an "Ask Martha" column in newspapers
· Loyal Customer Base

· Responding to Stewart's legal trouble, "Save Martha" websites appeared
· Customer base spans the globe
· Strong and Accurate Website

· Aesthetic, up-to-date and accurate
· Interactive and professionally maintained 
· According to Nielsen/NetRatings, more than 1.7 million unique visitors log on each month  
· Management Team

· Low turn over rate, half have been with the company more than 10 years
                                                                              WEAKNESSES
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· Martha Stewart's Image

· Stewart both brand and the CEO

· MSO dependant on Stewart’s reputation and public image

· Anti-Stewart web sites are prevalent

· Investor Relations

· Purchasers of MSO publicly traded securities during the period of Jan. 8, 2002 and July 24, 2002 have filed a class action lawsuit
· Investors claim Stewart’s pending investigation of insider trading affected the price of MSO stock
· MSO website does not address the investigation or the steps the company is taking to prepare for its future
· Poor Communication with Publics 

· MSO and the news media report contradictory messages about whether Stewart will remain CEO; no discernable effort to reconcile these two messages
· MSO has not implemented an effective crisis communication plan; for the most part, MSO publicly ignored charges against Stewart
                                                                        OPPORTUNITIES
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· International Expansion

MSO’s products are proving popular with foreign customers.   MSO currently has international alliances with Canada, Brazil, and Japan.  MSO could boost business by expanding to other countries.  Being less familiar with Martha Stewart, MSO could reinvent their brand without relying so heavily on Stewart’s image. 

· Database Marketing 

The Internet/Direct Commerce business segment has yet to turn a profit.  However, with more than 1.7 million unique and registered visitors to the MSO website, the company has the potential to create an expansive database of its consumers and their habits.   For example, subscribers to Martha Stewart Weddings could be targeted to register for gifts at <marthastewart.com>.

· Marketing to College Students

MSO has the opportunity to improve upon its reputation by targeting untapped markets.  MSO could target college students in the same way designer Todd Oldham did at Target.  Oldham’s line includes dorm accessories such as bedding, organizers, and furniture.
                                                                                    THREATS
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· Stockholder Lawsuits


Since Martha Stewart is both the brand and the CEO of MSO, the company’s stock plummeted when Stewart was charged with suspicion of insider trading. Nine lawsuits have been filed in New York federal courts since August, charging that Stewart damaged MSO’s stock value.  The SEC may ask that Martha Stewart be removed from her position as CEO.  If this becomes a reality, MSO’s future becomes uncertain.  

· K-Mart’s Future


K-Mart is one of the primary outlets for Martha Stewart merchandise.  However, in the last year, K-Mart filed for bankruptcy.  While K-Mart is steadily trying to revive its image, its future is uncertain.  If K-Mart goes out of business, MSO looses a key outlet for distributing products.

· Company tied to a personality


MSO depends on Martha Stewart’s image.  MSO has endured a 56% loss in earnings for the year due in large part to Stewart’s tarnished image.  As long as Stewart is in good health and is able to restore her reputation, MSO will survive and likely flourish.  But what happens to MSO when Martha Stewart is no longer part of it?  Laura Richardson, an analyst at Adams Harkness & Hill, said, “Her most important role in the company is as its spokesperson and brand and television personality.  Replacing her in those capacitates would be a lot more difficult than replacing her as chairwoman and CEO.” 

                                                                                                               PLAN
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Problem
Martha's image is tarnished.  She has not been visible or candid with the public since the recent stock scandal.  Because the public associates the brand directly with her, Martha Stewart must re-earn the trust of consumers and investors.

Publics

Consumers and investors

Theme and Key Message

"Martha cares."  She is devoted to humanitarian efforts in the community, and she is committed to the success of MSO in order to protect shareholders' investments.  Her efforts in both capacities need to be made more evident to the key publics.

· Objective
To increase the visibility of Martha's community involvement among consumers by 25% within the next 6 months to improve public opinion of Martha Stewart--the person and the company

· Strategy
Martha adopts a charity that correlates with her product lines.  For example, Meals on Wheels during the holiday season could showcase Martha's tenderness, while at the same time she would have the opportunity to highlight her domestic prowess.

· Tactic
Dedicate an episode of From Martha's Kitchen to cooking a Thanksgiving meal for a hungry family.  The show could highlight ways to cut costs during the holiday season.  Show Martha delivering the food and interacting with the family.

· Tactic
Run a feature in Martha Stewart Living introducing readers to the charity and how they can get involved.  Emphasize the efforts that Martha makes, and let readers know how to help.

· Objective
To reassure investors and boost MSO stock’s price per share by 20% by the end of the 2003 fiscal year

· Strategy
Improve communication between Martha Stewart and investors.

· Tactic
Have Martha write a monthly letter addressed specifically to investors and their concerns.  It should respond to any rumors that might be in the press that month.  The letter should also discuss plans for the future.

· Strategy
Make MSO stock more appealing to potential investors.

· Tactic
Have Martha appear on MSNBC.  Rather than discuss her latest recipe, she should discuss why MSO is a good investment.
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