Tilting at Windmills #47

By Brian Hibbs

(Originally Ran in Comics Retailer #48)
Do I get to say "I told you so" yet?

The Marvelcution. The DCD Implosion. It didn't take a prophet to see these coming. In the short-term, our prognosis is grim -- coming into the slowest months of the year (late January to early April) is not the time I would have chosen to rewrite the distribution system, and create a product bottleneck, but I guess that's why I'm just a struggling retailer and not a high-paid comics executive.

You're reading this at or around the middle of February. Comics retailing is coming out of the second slow Christmas season in a row. Cash-flow is at it's worst, and you're busy trying to learn a whole new set of rules to the retailing game. Happy New Year, and welcome to the next level!

Here's the deal: your costs, after going up for the last six months, are going to go up again. A lot. I certainly expect my freight charges to double. Especially given that I'll be paying for separate freight for reorders.

I think it's inevitable that the relative ease of service you're accustomed to will diminish -- with a local warehouse you're more likely to have a particular employee who dealt with your idiosyncratic operation in the way you expected to be dealt with. But, in a national model, that "hands-on" customer service is bound to diminish.

Ordering will become more problematic as, now that we finally got the reorder systems work with a modicum of effectiveness, the associated freight costs will hamper our ability to place small and steady increases.

These increased costs of doing business (not even especially monetary -- my paperwork has nearly tripled since July -- that's a lot of man-hours) coupled with still declining sales on many lines is going to put a lot more retail operations out of business.

By trying to service their 5000 (+/-) accounts by UPS exclusively, with no particular experience doing so, I predict a long "shaking-out" period before service is adequate. Even if they have a "problem rate" of only 1/10th of 1% each week, that's still five retailers a week who might get late, or damaged, or partial shipments through no fault of their own. That doesn't sound like much, I'll admit, but it can be life or death if you're one of those five stores that week.

The product bottleneck that Marvel has been seeing (they are the number one publisher for late-shipping product, currently) is likely only going to get worse as fewer editorial personnel (with shaky morale) try and finish jobs they didn't begin.

But, then, you know all this, don't you?

Actually, I'm starting to get a little tired of being negative. Oh, it was all well and fine when I was the only retailer in the business who was willing to call the bad stuff out -- but now all of you sound like me when I talk to you...it's a little depressing, y'know?

So, let's try to find some good points in all of this, O.K.? The general implosion of this market is more likely to create a "level playing field" than all the "open access" promises a publisher or distributor makes. The room on the shelf that has been/is being freed up in the wake of the collapse of the super-hero stranglehold must be filled by something. It is as likely to be filled with a comic that reflects a personnel vision as that of a corporate one, and, further, it is likely to be less dependent on a single genre than ever before.

There are two ways to rack your store: by merit/consistency, or by the cost associated with a product. The best retailers take both into account. Merit/consistency relates to selling material by the quality involved, not the logo on the cover. I look to fill my store with the best comics available -- comics that give me and my customers good entertainment value for my dollar. The important bit to remember is that you really do have control over what you stock -- while you need to keep consumer patterns in mind, your customers will largely follow where you lead, if you have faith in the material. The company logo doesn't matter, unless you make it matter. Giving rack space to a vendor is a privilege for them -- always remember this. That rack space is yours, you owe it to no publisher, large or small. They have to earn it by putting out material that you feel belong there. Once you recognize and affirm this (as you will have to, to come out the other side), you'll soon see that distribution-driven catalog space and profile is often out of line with the merit of the material presented. What this means is that the forward thinking comics retailer "skims the cream" from a variety of publishers.

Because many of the advantages a large publisher has (subsidizing costs with the savings from volume printing, or being the only party with distributor recognition, to name but two) are diminishing in our new climate, I fully expect to see a renaissance in passionate, creator-driven visions from a wider variety of publishers. I'd love to see six to eight publishers, each with a different focus, and all with about a 10% market share. As the super-hero market as we know it continues to shrink, this only creates new opportunities for visionary entrepreneurs. I stress the word "visionary", though. We've had some commendable stabs in one direction or another, but we've yet to see any measure of the sustained effort all start-ups require.

The other factor in racking your store is by the associated costs. For example, a store spends $5000 and gets 52% on Marvel (plus some possible, but less likely, "incentive bonuses") at Heroes World, 55% on DC and Image (as of this writing!), 50% on Dark Horse, and most "essential publishers" (please note this is not an endorsement for what I find to be a horrible and biased layout for Diamond's Previews. It is merely the quickest way to illustrate a point), and 45% on almost every other publisher from Diamond, or (in almost all cases) 50% on all titles not DCD-exclusive or Marvels at Capital City. 

In this example this store gets the best margin on DC and Image, then Marvel, then everyone else, especially if you use both Diamond and Capital. Now I know someone out there is sharpening their pencil (Preston?) to rightly point out that a retailer's purchasing power is not as 1:1 interchangeable as I posit. A $5000 purchasing budget is not going to be spent 100% at any of these distributors, if you even slightly resemble a comic book shop. Maybe only $1000 of that budget goes to HWD -- that's only 46% on Marvel. Maybe it's $2500 -- that's 49% on Marvel. $1000 on DC is 50%, and $2500 it's 52.5%. $1500 total at DCD gets you 45% on everyone but DC and Image, but even $5 gives you 50% on most every comic CCD carries.

The point of all this harrowing and confusing math and chart-checking is to look where your costs are, from each distributor. Especially if you're a small store – you might find that the flat pricing Capital City offers gives you an equal or greater margin (Cerebus is 55% to everyone!) on many self-published and small-press titles than you might get from most of the major publishers at DCD or HWD! Generally speaking, it is wise to focus your efforts on the titles that give you the best profit margin. Remember: a 5% difference in discount is a 10% difference in profit! With a higher margin, your risk is lower, too, so you can take stronger and more confident stocking levels. You might find out that some publishers are performing very differently than your time and effort in racking and display. 

But you'll never know if you don't do the math.

I think having a clear vision of kind of store you want to be, paying close attention to margins and sell-through, having a wide (but not deep) selection of perennial merchandise, and focusing on the comics you love to sell are the 4 keys for success in comic book retailing to the new millennium.

We've got a lot of challenges in front of us – no doubt about it -- and we've got a lot of wrinkles to figure out and smooth, but the smart retailers will find a path through the storm. Let's hope you're one of them, too!

**********

Brian Hibbs, owner of Comix Experience can be written at 305 Divisadero St., San Francisco, CA, 94117, faxed at (415) 863-9299, or e-mailed at 70314.3013@Compuserve.com. By the way, Comix Experience's sales were up 2% for fiscal 1995. That's in a market where most people are reporting 15% or higher drops. That 2% could have been more if I had done a few things I've lined up for 1996, but I'm still rather proud of this modest success. How'd you do? And the more important question: Why?
