	Firm
	Industry Position 

	Shomei
	The third-largest card manufacturer in the US sells its cards in coffee shops, museum gift shops, large bookstores, specialty boutiques, and gourmet coffee shops. It offers several high-end quality cards by established and up-and-coming artists in the United States.



	Hercules


	The largest card manufacturer in the United States is a market leader in the greeting card industry, with a strong distribution channel, an extensive distribution of retail outlets, efficient production capabilities, and strong brand recognition.  It dominates the market of 40–60-year-old women, produces traditional cards for several occasions, and has secured a strong market position by contracting with large supermarkets and mass-market stores.

	Atlas


	The second-largest greeting card manufacturer and the greatest threat to Hercules.  Its traditional market is women. Atlas has successfully targeted and attracted sports-oriented men, and competes in the same market as Hercules.

	Snapadoo


	The fourth-largest company in the greeting card industry uses photographs to convey sentiments, and targets high school and college-aged students; it sells in upmarket malls and shopping centers.

	Felicita


	Felicita is the newcomer to the greeting card market, and targets Spanish, Japanese, and Chinese-speaking consumers in the United States; it markets its products in small businesses, bookstores, and ethnically-focused venues.


Shomei’s Competitive Advantages

	Competitive Advantage

Description
	Advantage Type

(Cost or

Differentiation)
	Advantage Source

(Core Competence or Strategic

Resource)
	Sustainability

(Low, Medium, High)

	Sole proprietary right to produce Washi in the United States


	Differentiation
	Core Competence
	High

	Patents on a special nano-piezo inkjet printer that has a unique surface–adhesion process
	Differentiation
	Core Competence
	High

	Earns greater margins per card, higher profits for retailers, and more differentiation to its customers
	Cost
	Strategic
	Medium

	Professional and aspiring artists to submit their work to Shomei Artists Program
	Differentiation
	Strategic Resource
	High


Today, only five major card producers, accounting for 97% of all card sales, remain.

Please see the list of major players today, their products, markets, and challenges:


State of the Industry 

The greeting card industry is struggling, given the growth of the Internet and consumers making their own cards on computers.  Demand has shifted from holiday cards to everyday cards, and traditional buyers, such as older women, have been replaced by professional men and women.

 
HERCULES Cards, founded in 1946, was the first national greeting card company. It is the largest manufacturer in the United States, famous for its flowery, poetic sentiments and watercolor designs. Its largely female following appreciate the familiarity of their cards. As a market leader, it has a strong distribution of retail outlets, efficient production, and strong brand recognition. Hercules has a wide selection of greeting and seasonal cards, wrapping paper, stuffed animals, and other gifts. The company’s profits are declining – from 20% a decade ago, to 12% today. 

Market:

Women aged 40-60, who generally purchase cards while grocery shopping. Hercules is trying to reach young professionals, by marketing its cards on the Internet.

Product line

· Traditional cards, printed on standard card stock, for seasonal and everyday occasions, range from 99 cents to $3.99 

· A new line of 50 cent cards printed on recycled paper

· Collections of cards for all occasions, accompanied by pre-stamped envelopes

Exclusive licenses

· Licensing agreement with Brite-Star pictures to use its animated characters on Hercules cards, gift wrap, and other supplies

Market

· Hercules has secured its strong market position by contracting with large supermarkets and mass-market stores 

Hercules faces strong competition from Atlas, and is contemplating moving to Shomei’s turf by coming out with costly cards. 

ATLAS is the #2 card manufacturer. By purchasing Moya cards several years ago, it became the largest card maker in the nation. Atlas has used its cash reserves to acquire other companies.  

Target Market

Atlas’ traditional consumers have been women, but it has successfully attracted male consumers through its sports specialty sector. 

Product Line

Atlas has a variety of lines, including the “Girlfriend” collection (generational cards that focus on women 20 through 50), and a unique collection featuring classic sports scenes and sports stars, which appeals to men between 18 and 35. These niche markets have enabled Atlas to compete effectively with Hercules.

The line, ranging in price between 99 cents and $4.50, also includes:

· The “Sports Starlet” series of female sports sensations

· Collections of cards depicting photos and illustrations of couples in athletics; and

· Traditional cards

Exclusive licenses

· Acquired exclusive rights to license Olympics-related cards

· Designed cards using school sports teams for 75% of US universities; and

· Added sound


SHOMEI 
Shomei Corporation, incorporated in 1980, designs, manufactures and sells everyday and seasonal greeting cards. Shomei’s specialty is handmade Washi paper, which it uses to premium price its products.  Although the company remains profitable, its growth is flat, and its stock price is falling. 

Shomei Greetings has a unique distribution through specialty shops, coffee shops, tea houses, art galleries and museums. 

The company also owns and operates 600 card and gift retail stores in malls and shopping centers in the US and Canada. 


Shomei's distribution channel is mass retail, comprising mass merchandisers, chain drugstores, museums, teahouses, art galleries and supermarkets, as well as card and gift shops, department stores, variety stores and combo stores. 

Product line

· Impression line

· Fine Artist line – collections of cards featuring up-and-coming artists

· Simply Shomei

Licenses

· Sole proprietary right to produce Washi in the United States

· Patents on a special nano-piezo inkjet printer, and unique surface- adhesion process



SNAPADOO Industries, Inc. has the fourth-largest market share in the greeting card industry, and uses photographs to convey messages. It designs, manufactures, procures and sells to mass-market retailers of seasonal and photograph-based products, including novelties and gift-related items. The digital camera and Internet have reduced its business, and Snapadoo has lost much of its artistic talent, to Internet-based jobs.

Licenses

· Exclusive contracts for the majority of “classic” photographs ensure a monopoly in this segment of the greeting card market

Product line

· Black-and-white and sepia images depicting romantic scenes

· Black-and-white still-life pictures

· Slim Shots

Market

· Upscale malls and shopping centers

· Small booths on busy streets



FELICITA Cards specializes in foreign language cards. With a database of 1,360 languages available to the retailer, Felicita is in the #5 spot. 

Target Market:

· Spanish, Japanese, and Chinese-speaking consumers in the United States

Product Line

· Basic US-style greeting cards, written in various foreign languages

·  Ethnically-specific cards created for ethnic holidays or to convey a     special sentiment

The customer chooses a card and language and, in less than a minute, the message is printed and delivered to the customer. Felicita also owns desktop publishing paper-maker PaperDirect, and G.Neil, a catalog order business focused on human resources products. The company sells through retail outlets, catalogs, web sites, and local print shops. Chairman Glen Felicita, majority owner of the Minnesota Timberwolves, built the company after buying Carlson Craft in 1975. 

 Felicita’s two percent market share is strong because the position derives from its paper-making capacity.  

Shomei has the third-largest market share in the greeting card industry. Its artistic greeting card designs distinguish it from other top competitors, giving it brand loyalty and customer recognition.  Shomei’s biggest advantage is its differentiation strategy, which focuses on price-insensitive customers. Atlas and Hercules manufacture similar products, and their competitive strength is based primarily on price. Most of their consumers perceive little or no difference between their products, and therefore typically seek the lowest price. They become increasingly price sensitive, which exerts downward pressure on their prices. This continuing downward pressure challenges Hercules and Atlas in two important ways. First, they must try to offer their products at a competitive price; secondly, they must still make a profit, which is difficult in a highly standardized and price-sensitive market where production methods and efficiency are no longer relevant. Their only advantage is their history, experience and economies of scale. 

Shomei doesn’t need economies of scale, since its competitive advantage is based on uniqueness. The company has a longer history and more experience in artistic designs than any competitor. Shomei also has sole proprietary rights to mass-produce specific raw materials. Shomei spends more to produce a card, but doesn’t have to keep costs low, since there is no downward price pressure on its products. The difference perceived by its “elite” customers is what drives the buying decision. The company can still earn greater margins per product than other competitors, and provide higher profits to retailers. Competitors like Snapadoo are unable to retain artistic talent, while Shomei still recruits the best artists. Competitors like Felicita are focused on differentiation strategies like multicultural offerings and are not a significant threat to Shomei’s market. Additionally, Shomei doubles the market share of its top two competitors, and has an economy of scale advantage over them too. 

The shift in demand from holiday cards to everyday cards, and the shift in traditional card buyers from older women to men and young professional men and women, also increases the customer segment seeking value rather than low price. This shift will increase Shomei’s market share in future, and Shomei will have a great advantage, since no other seller can offer the particular product the ``elite, value-focused customer segment” seeks in the market. 

Shomei’s competitive advantage is threefold: recruitment strategy, the right to mass-produce Washi, and its patent on the special nano-piezo inkjet printer.

The company’s opportunity to sustain its competitive advantage is determined by: distinctive and reproducible capabilities, and synergy. Shomei’s distinctive capabilities include its patent on the inkjet printer and its rights to mass-produce Washi.  Shomei’s most obvious reproducible capability is its recruitment strategy. The distinctive capabilities must be supported by an appropriate set of complementary reproducible capabilities to enable Shomei to sell its distinctive capabilities in the market.

Shomei’s core competencies are its artists, and its sole proprietary right to mass-produce Washi, the thick, cottony paper imported from Japan. Although Shomei has a patent for a nano-piezo inkjet printer, this printer can be replicated. No one, however, can match highly-charged, motivated people who care. People are the firm’s most important asset and its most under-utilized resource. Well-trained and highly motivated people are critical to the development and execution of strategies, especially in today’s world, where top management alone can no longer assure a firm's competitiveness. At all levels, a company needs people who can deliver at the frontier of performance, and who understand where the company is going and can influence this path. 

























