market-basket analysis: Magazine Buyers' Impact in Supermarkets
Byline: Don Burke

At a time when retailers are taking a harder-than-ever look at the magazine category's costs and profit contributions, getting a handle on the overall value of magazine purchasers at retail has never been more critical.

A new market-basket study, commissioned by Magazine Publishers of America, provides hard evidence of that overall value. Results of the study, which was conducted by Management Science Associates, Inc., were presented by MSA vice president Don Burke at this year's Retail Conference & Expo.

Do magazine purchasers exhibit different overall buying behavior in grocery stores than non-magazine-buying shoppers? This was the core question that MSA sought to answer through a year-long market-basket study.

The study analyzed loyalty card data for customers of 10 stores of a midwest-based grocery chain during the period January to December 2001. (Shopping trips that resulted in a total purchase of under $5 were excluded from the data.) Approximately 139,000 of the nearly 600,000 households involved in the study were identified as magazine purchasers.

Based on the results, the short answer to our question is a resounding yes: Magazine buyers make more shopping trips, and typically spend significantly more overall, than non-magazine buying shoppers.

Here's a look at the findings, followed by our conclusions about how these insights might be leveraged to further enhance sales of magazines and other product categories.

Don Burke is VP of Management Science Associates, Inc., a Pittsburgh-based information management firm specializing in sales and marketing data and business analysis.

NUMBER OF SHOPPING VISITS

Magazine shoppers averaged 44 percent more visits per year to the grocery store than non-magazine purchasers.

NUMBER OF ITEMS PURCHASED

On average, magazine purchasers buy 28 items per shopping trip - 10 more than non-magazine buyers. (The average number of items purchased across all customers analyzed was 21.)

OVERALL DOLLARS SPENT PER SHOPPING TRIP

On average, magazine buyers spend 74 percent more overall per grocery shopping trip than non-magazine buyers.

%'S OF OVERALL STORE DOLLARS AND ITEMS PURCHASED

Magazine purchasers represent about 23 percent of all shoppers, yet they account for approximately 59 percent of total retail grocery dollars and 58 percent of overall items purchased.

PURCHASE OF HIGHER-MARGIN ITEMS

This bar chart ranks the grocery retailer's key business categories by profit margin, in descending order from left to right, and shows the likelihood of magazine buyers versus non-magazine buyers to purchase within each business category. As you can see, magazine and non-magazine purchasers are about equally likely to buy within the staple grocery category, which is one of the store's lowest-margin categories (far right on chart). However, magazine buyers are significantly more likely to shop all other business categories, and particularly more likely to shop the highest-margin categories, such as pharmacy, video, photo, floral, general merchandise and greeting cards. In other words, magazine buyers are much more involved shoppers, from a total store perspective.

GROCERY AND NON-GROCERY LINE PURCHASING PATTERNS

Although magazine buyers are, again, about equally likely to buy from the grocery category, their average dollar expenditure per trip in this category is five times greater, on an indexed basis. This bar chart also shows that magazine buyers spend between four and five times more than non-magazine buyers in a variety of other product categories, on an average dollar basis as indexed to total households.

MAGAZINE DOLLARS SPENT, BY CATEGORY

Approximately 26 percent of all magazine purchases in the 10 stores studied were on titles that fall into the home/women's/family category. The second- and third-largest magazine categories were business/news, representing about 12.5 percent of total category dollar sales, and automotive, representing about 8.5 percent.

GROCERY PURCHASE LEVELS AS PREDICTOR OF MAGAZINE BUYS

A decile analysis was conducted to determine the propensity of a household to purchase magazines based on their overall grocery spending level. The results clearly showed that the greater the overall grocery spending, the greater the likelihood that the household will purchase magazines. In fact, there is almost a linear relationship. More than 45 percent of households with the highest spending levels (Decile 1) purchase magazines.

SPENDING LEVEL/MAGAZINE BUYING PROPENSITY, BY CATEGORY

The decile analysis also showed that, in most magazine categories, higher overall grocery-store spending levels (lowest decile numbers) correlated with increased buying of magazines. Tabloids, however, enjoy roughly equal penetration across the spending levels.

MAGAZINE DOLLARS SPENT VS. PURCHASING FREQUENCY

Magazine purchasers were grouped by their magazine purchasing frequency. The most loyal magazine consumers (21+ magazines purchased per year) were found to account for approximately one-third of all magazine dollars. Interestingly, however, purchasers of between one and three magazines per year account for slightly more than 23 percent of magazine dollars, while purchasers of four to six magazines account for just 14 percent.

%'S OF CATEGORY DOLLARS VS. PURCHASING FREQUENCY

In most magazine categories, the most frequent purchasers tend to account for the largest percentages of total dollars. This relationship is particularly pronounced for tabloids, which have the most regular buyers. In some categories (animals, sports/fitness, computer/electronics and men's), however, combined expenditures of the lowest-level purchasers (1 to 3 magazines per year) actually account for the largest percentage of overall dollars.

AVERAGE MAGAZINE SPENDING VS. NUMBER PURCHASED

Shoppers who buy the largest numbers of magazines (21+) spend an average of $120 per year on magazines. Those who buy 16 to 20 spend about $55 per year, 10 to 15 about $40 per year, seven to nine about $26 per year, and less frequent purchasers spend $15 or less.

EXPENDITURES ON MAGAZINE-BUY TRIPS VS. NON-MAGAZINE-BUY TRIPS

Magazine purchasers were found to buy more items overall during shopping trips in which they purchased a magazine (about 35 items, versus about 28 on non-magazine-buying trips). Average overall dollars spent were also significantly higher on trips that included a magazine purchase.

NUMBERS OF TITLES CARRIED VS. %'S SOLD, BY CATEGORY

An assortment analysis compared percentage of overall magazines sold versus number of titles carried within a category, as a percentage of total titles. In these 10 stores, the categories that showed the highest quantity-sold percentages as compared with the number of titles in the category assortment were business/news, automotive, tabloids, food and home/women's/family. A reverse relationship was found in the sports/fitness, entertainment/travel, kids/teens, men's, animals, computer/electronics and science/technology categories. MSA concludes that, in these particular stores, sales might be enhanced by increasing the number of titles within the former categories, while sales might not be harmed appreciably by decreasing titles in the latter categories.

MAINLINE VS. CHECKOUT, BY PURCHASING FREQUENCY

Overall, checkout purchases account for slightly over 50 percent of magazine purchases in these stores, compared to about 47 percent for mainline purchases. Analyzing mainline versus front-end purchases against number of magazine purchases per year, MSA found that those with lower levels of purchasing frequencies are more likely to buy in-line, while those with higher purchasing frequencies are more likely to buy at the front end.

MAINLINE VS. CHECKOUT PATTERNS, BY CATEGORY

Obviously, categories that are displayed largely or exclusively at the front end, including tabloids and business/news titles, derive the highest percentages of their dollar sales from this location. Categories such as animals, science/technology and computer/electronics are almost exclusively mainline, while home/women's/family and automotive titles are more balanced across the two locations.

MAGAZINE CATEGORY VS. BUSINESS-LINE PURCHASES

Interesting relationships emerged when magazine purchasers were indexed by category against their purchases within various other business lines in the store (100 represents the behavior of the average magazine purchaser). With the exception of just a few categories, magazine purchasers tend to be high video purchasers/renters.

Some notable relationships by magazine category:

*Animal magazines: high video and GM, low pharmacy

*Home/women's/family: about average behavior across lines

*Automotive: high video, low pharmacy

*Sports/fitness: high video

*Business/news: high pharmacy

*Kids/teens: high pharmacy, photo and video

*Computers/electronics: high video

*Food: high floral, pharmacy, video; low tobacco

*Men's: high telecommunications, highest video; low pharmacy

*Entertainment/travel: high video

*Science/technology: high GM and video; low pharmacy

*Tabloids: high bakery, prepared foods and tobacco

INTERACTION LEVELS BETWEEN BUSINESS LINES AND MAGAZINE CATEGORY (100=Average Magazine Buyer)

STUDY CONCLUSIONS

Here's a summary of our key results and conclusions about where the opportunities may lie for maximizing magazine sales and profitability in this sample of grocery stores:

*

The magazine purchaser is typically one of the highest-spending grocery shoppers, and tends to buy from many of the store's higher-margin business lines during a shopping trip. This suggests an opportunity for cross-merchandising promotions between specific magazines and other high-ticket items.

*

The magazine purchaser is a more loyal shopper, visiting the store more frequently than the non-magazine purchaser. This suggests that there could be an opportunity for encouraging more frequent magazine purchases through a continuity-oriented magazine offer, possibly as part of a loyalty-card reward program.

*

Compared to the non-magazine buyer, the magazine buyer is a more "involved" grocery shopper, relying on the store as a "one-stop" destination for a variety of household needs, as opposed to just food-related purchases.

*

Since magazine buyers are typically higher spenders, retailers may want to locate higher-priced seasonal or impulse items near the magazine section.

*

Additional placement of magazine categories to related business-line sections should significantly increase magazine sales. Possible examples: tabloids in the bakery and tobacco departments; food magazines in the floral department; kids'/teens' magazines in the pharmacy and video departments; and science/technology titles in the video department.

*

Since a magazine purchase typically signifies that a consumer is on a major shopping trip, the magazine mainline should be located near other, higher-margin business lines.

*

The magazine mainline would be an excellent location to place the store's weekly advertising circular. Taking this one step further, a special in-store advertising section might feature various higher-ticket items in which this consumer is likely to have an interest.

*

Given the high level of interaction between specific magazine categories and specific business lines, a store is likely to benefit from adjusting its business-line product mix to reflect the magazine categories that are strongest at that location. Likewise, unusually strong sales of a specific business line within a specific store may suggest an opportunity for increasing sales in related magazine categories.
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