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Market Data

Market Size

The potential market size for the MP3 product is quite large.  Reviewing US Department of Commerce estimations, the size of the audio/video market is considerable.  As expected, Internet sales volumes were significantly high due to recent successes in marketing electronics over the world wide web.  Below is a table summarizing the US Department of Commerce Retail Sales estimates for 1999, as well as our conservative market estimate for the MP3 product.

	US DEPARTMENT OF COMMERCE

	1999 RETAIL SALES

	In Millions of Dollars

	
	

	KIND OF BUSINESS 
	ANNUAL ESTIMATION

	
	

	Retail Domestic
	

	HOUSEHOLD APPLIANCE, RADIO, TV & COMPUTER STORES 
	                        88,833 

	HOUSEHOLD APPLIANCE STORES 
	                        12,053 

	RADIO, TV AND COMPUTER STORES 
	                        77,304 

	
	

	E-Commerce*
	

	HOUSEHOLD APPLIANCE, RADIO, TV & COMPUTER STORES 
	                        75,193 

	HOUSEHOLD APPLIANCE STORES 
	                        11,578 

	RADIO, TV AND COMPUTER STORES 
	                        63,615 

	
	

	Market Estimation
	 

	Component Product Sales (10% of Sales)
	                        32,858 

	Component Players (70% of Component Product Sales)
	                        23,000 

	
	

	Total Target Market for MP3 Player Sales (5% of Component Player Sales)
	                          1,150 

	
	

	* E-Commerce sales include both domestic and international sales revenue
	


As calculated, the target market for the MP3 product is in excess of one billion dollars world wide.  Achieving a conservative market share of 5% in the first year of business, due to the competitive nature of the electronics industry, still achieves annual sales revenues of $57.5 million dollars.  

Demographics

Although the company plans to license the technology through computer and music equipment manufacturers, the end consumer base is composed of audiophiles and computer/internet enthusiasts.  Because the technology introduced is on the cutting edge of the music mediums, we have projected that a large percentage of initial sales will be gained through these two market segments.  

Audiophiles

Audio and video enthusiasts are the first market segment for which our product is developed.  Audiophiles pride themselves on having all the current technology, whether it is used for home theater or pure home audio reproduction.  An MP3 player has a distinct niche position within the audiophile equipment lineup.  Specifically, a home MP3 component will allow audiophiles to tap into the explosive Internet music market.  Audiophiles line their cabinets with CD players, DVD players, Tape Cassette players, etc., however none of these products can take advantage of the rising amount of audio and now video files available on the web.  As audiophiles embrace the advantages of transferring, saving and storing digitized music from the web, a home component MP3 player will be a necessity for an audiophile’s component lineup.

Audiophiles have only begun to obtain the capability to reproduce high quality digital video and audio.  Currently, new technologies such as Digital Analog Tapes and write-able Compact Disc units have begun to provide audiophiles the capability to create high quality copies of their music.  An MP3 player not only will facilitate the reproduction of audio and video, but will clear the way for individuals to propagate files to their families and friends.  For instance, the introduction of digital cameras and digital video cassette recorders that create digitized outputs, can be formatted through the MP3 player and sent to friends and family.  Clearing the way for digital media transferring through a MP3 component attached to home audio/video systems, will prove to be a major use for consumers.

Computer Enthusiasts

Computer enthusiasts have already embraced the new audio medium of MP3 technology.  Because MP3 have become the clear leader for audio reproduction over the internet due to the efficiencies it provides, computer buffs have already riddled their hard drives with MP3 files.  However, finite computer storage has forced computer owners to choose how much disk space they would allot to MP3 as not to interfere with traditional software storage requirements.  An MP3 component would allow computer enthusiasts to store their MP3 files on a separate machine that would not interfere with their personal computers.  

Computer enthusiasts would gain flexibility with the MP3 player.  Although traditional audiophiles would attach the unit directly to their home systems, computer enthusiasts could attach the unit to their personal workstations if they desired.  Using the MP3 component player as a periphery unit attached to their workstations, computer enthusiasts could dedicate the machine for MP3 files.

Potential Customer data and analysis

Profile:
Our company will focus its marketing efforts on the home audio enthusiast, the audiophile.  Two distinct characteristics of this target user group lead us to believe that user acceptance of our product will be high.  First, the home audiophile is generally a “technology enthusiast” as well.  Since our MP3 product is on the cutting edge of technology with respect to the media format it uses, we feel that this is a critical aspect for our initial customers to have.  It will be those “early adopters” that will play an integral role as the catalyst for future consumer demand.  Second, as early adopters, audiophiles are generally more willing to pay a premium price for new technology.  We believe this characteristic will give us flexibility to price our product competitively against any early entrants into the market.

Based on this analysis and the nature of our product, we believe the audiophiles are the ideal target for our home MP3 product.  As an integrated home audio/internet product, we feel those audiophiles will relate to the technological aspects of our product as well as the home theatre aspects of our product.

Response to Value Proposition:
The value proposition that our product provides lies in the technology that it employs.  The MP3 digital music format has proliferated in the internet world and is beginning to pervade throughout the home audio world.  Based on our analysis, we believe that there is a consumer need to download and store digital music on demand.  Furthermore, we feel that as the internet begins to proliferate throughout the average household, our product will experience increased demand.  Consumers want to integrate the internet in their home audio system and our product positions itself in a unique niche.  Although non-Internet savvy technophiles purchase home audio equipment without considering internet-based technology, we feel that as the internet begins to proliferate throughout home audio and our daily lives, consumers will find demand for our product.

Buying Power
Since our product will be competitively priced with existing home audio equipment (e.g. receivers, mini stereo systems) at $300, we feel the average audiophile will find this price point as a compelling value for cutting edge technology.  Audiophiles generally find their first priority as purchasing current technology.  Based on the consumer buying habit analysis that we conducted, we conclude that consumers are indeed willing to pay at the $300 price point for cutting edge audio technology equipment.

Competitive Analysis

Competitors

We basically have one strong competitors at this point in time, the Sony Memory Stick Walkman.  At the same time, however, they are our target customers as well

1. Computer hardware manufacturers with brand name in building audio-related equipment

2. Portable MP3 player manufacturers

3. Music equipment markers

Comparative Strength, Health

None of the above three types of competitors has all features we are trying to provide. We are going to combine all attractive features, which are mainly Internet access, stereo output electronics, and simplified PC functions, in one box and co-exist with the above competitors. The biggest comparative strength is less investment to accomplish our goal. We don’t need huge research and development budget because we are trying to combine existing technologies rather than inventing new one. The above competitors are competing with their competitors in the same field in terms of cost, quality, and innovation.


Strengths / Weaknesses
Our strengths are as follows;

1. Niche Market

We are focusing on very narrow segment with big future demand. There are some similar products available in the market. But our new idea is slightly different from others and enough attractive to capture customer’s needs.  

2. Small risk – License business-

We are selling our idea rather than making physical products by integrating existing and relatively new technology. At least we have to make prototypes of our final product but we don’t need huge facilities to meet future demand at own risk.

Our weaknesses

1. Dependence on attitude of hardware manufacturers

We have less risk in this project. On the other hand, we are heavily dependent on the attitude of hardware manufacturers, who buy our license and produce actual products in their facilities. We need to persuade them to do their business based on our idea.

2. Uncertainty of MP3 technology standard 

Our idea is closely related with MP3 technology. If the standard of compressed digital music format is changed, our product will not be so attractive. In such case, we need more time and resource to update our product in order to access any data types on the Internet.

3. Legal issues

Sony is one of the big five record companies that provide most of the music played on these units. A strong position in the digital music arena allows them to further develop copyright-protection technology (already in the ATRAC3 format) which will work in tandem with the music they release. This will allow Sony greater control in limiting the threat of music piracy.

4. Distribution power

With deeper pockets and wide distribution networks, A manufacturer like Sony can quickly flood their products into the department stores and electronic chains smaller companies like Diamond and Eiger Labs are yet to establish relationships with. Furthermore, digital music players are seen by many as the heir to the portable cassette players - they will probably antiquate them in a few years - threatening a profitable sales segment Sony holds a dominant position in.

How to beat them

Basically we will not compete with the above potential competitors because we are trying to sell our idea not product to them. But some computer hardware manufacturers such as SONY might try to make their own products by combining with all features we have in mind. Actually Sony can make it because they produce personal computer (VAIO) and audio devices and also they have innovated portable devices such as “walkman” before (Now they release “Memory Stick Walkman”). With their expertise on every field needed for this idea and vital corporate culture, SONY can actually make it relatively easily. But they are dealing with broad variety of products at the same time. Therefore we have enough chance to accomplish business idea and begin to sell our idea to manufactures before major manufactures try to get in this segment, if we move very quickly on concentrating on this segment.

Attachment 1

Assumptions

1. The device is patentable.  This is very questionable be cannot be determined without a full blown patent search.  A patent will allow us to license the product to major brand name manufacturers.

2. Estimated Mapster Retail Price: $300

3. The components within the device (cable modem, hardrive, stereo interface, electronics) are to use existing technology.  No new component would have to be designed.

Risk in above data

1. Since this is am untested market area, the market data figures above are very rough and could vary by as much as +/- 25%.

Competitors’ product (SONY)

	The Memory Stick Walkman, uses a unique strategy by combining their high-end cassette players with a removable "memory stick" that stores 64 MB of information. The stick plugs directly into the USB port of your computer, allowing quick transfer of music files. This unit is not an MP3 player. This plays only Sony's proprietary ATRAC3 digital format.
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