Tilting at Windmills #72

By Brian Hibbs

(Originally Ran in Comics Retailer #73)

Sometimes its funny how everything old is new again. Last month I ran a virtual re-run of an old column, and this month I’m also revisiting an past column (though this is a complete re-write).

I think it was September of 1994 (too lazy to go look it up) when I first suggested the idea of a “Partial Returns Plan” here in Tilting at Windmills. Lately this idea was brought forward with a vengeance when if was offered up in Diamond Dialogue by the members of BACR (Bay Area Comics Retailers.) I am not a member of this group, but was very pleased when they trotted it back out, and dusted it off. I don’t much care who gets the final credit for the idea, as long as we can get it (or some slight modification thereof) going.

Before we talk about the specifics of how it might work, let’s talk for a few hundred words about why it is so necessary.

I don’t think that if you take a good look at the sales charts, and have some basic horse-sense, you can’t figure out pretty quickly that the comics industry is in some hard times right now. Non-returnability, which prevented a slow lingering death on the newsstands, created the workable economic model we call the Direct Market. Such a model was perfectly viable for the climate in which it was created -- a small number of passionate, dedicated stores buying “direct” from the publishers, who, in turn, offered them a small number of products that had a low “investment” is a good recipe for non-returnable products. The retailer orders what he knows he has the clientele for, and, because the buy-in is low, he has an incentive to buy “extras” of this product, to create new readers. From the start of the DM up to about the beginning of the 90s, this scenario not only prospered, but grew at a dizzying pace.

However, a few things happened to change the economic dynamics, and these changes plunged us into a steep and steady drop that ultimately resulted in a marketplace that, for the most part, is unable to have a large and wide enough customer base to be self-sustaining. The first principal change was that we lost the day-to-day enthusiasm and passion of the soldiers of the front line: the retailer. All of us know one or more store owners that has lost the “spark” -- oh, sure, they still like comics, maybe even strongly follow one or two, but there are few members of the retail community left that embrace the full spectrum of available material with enthusiasm and joy.

This change was driven, in part, by the second major structural change of the Direct Market -- a steady increase in the volume of products offered. I remember back in the day a typical new-release day might have 20-30 new products coming in. There was only one X-Men comic book, but we all loved it -- it was our only chance to follow these characters! Today if there aren’t three X-books in a week, we think it is a small shipment. The rapid growth of the DM spurred extant publishers to expand intra-family lines, and to add new titles; as well as encouraging (many!) new publishers to try their hands at it. Let’s face it: though publishing is not without some measure of risk, selling non-returnable diminishes that risk significantly in a growing market -- the brunt of it was borne by the retailer. Even “back then” a retailer’s risk wasn’t out-of-hand -- with such a small number of titles available, one could take a reasonable long-term stocking position and expect to sell the majority of them in a profitable time-frame. I recall that the small chain I worked for regularly order caseloads of X-Men for the warehouse. “Add 200 copies to the store orders. Wait, Wolverine is on the cover drawn by Barry Smith? Make that 600 copies.” How many retailers today order caseloads even for the rack?

Enthusiasm and passion are hard to hold onto in the face of the deluge of product we are faced with. Where once you could ask your local comics retailer about the minutia of the X-Men’s private lives (and they knew it, because they cared, they were involved, and they were fans), the retailers who hold that knowledge today are few and far behind.

The third factor is that of price -- as title-load increased, piece-counts decreased, and prices rose. Certainly the 80’s say a tremendous rise in the costs of paper, as well the costs of attracting and keeping creative talent, and these added to price increases as well. I’ve been selling comics for nearly 15 years now and it sure feels like both title-counts and piece-costs have more than quadrupled in that time. And of course, as these things have grown, so shrinks the circulation, sealing the need for further price increases.

I’ve said it before, and I’m sure I’ll say it again: the non-returnable Direct Market worked like a charm when there were 200 titles that averaged about 60 cents each -- even having 1 unsold copy of each book on the shelf only cost $60. However, today we’re facing 800+ titles that average at over $2.50 a throw. Keeping 1 each of those at wholesale will run you something like $1000!

And therein lies the economic rub.

Go get your copy of the February 1998 sales chart in Diamond Dialogue. Use this as your referent: Batman #553 had Direct Market preorders of roughly 51,200 copies. This makes one point on the chart (see how Batman is listed as “100”?) worth roughly 512 copies. Now start doing the math to figure out about how much any given comic sold. I’ll write the disclaimer while you’re doing this: these figures are based upon a mailer created by Matt High of Antarctic Press. This data can be accessed on the World Wide Web at the following URL: http://lonestar.texas.net/~antarc/salescharts.html. Look for methodology there. I’d guess that these figures are very close to accurate, those, it is, of course, eminently possible that Batman #553 preordered at 52,146 instead.

Even these raw charts aren’t of total use, because we have no way of knowing exactly how many of the reported 4500 stores ordered each title. That is to say that book #103, Wetworks #37, which was ordered at about 21,000 copies, would average out to 4.6 copies per store. Now it is just as possible that there are only 3000 accounts that order any copies of Wetworks #37, which would mean it had an average sale of 7 copies per store (a significant difference), but we can only work with the data provided.

Wetworks #37 sold an average of 4.6 copies per store. Think about that for a second. Then think about the other 697+ books that sell worse than that! Heck, even on the high end it’s scary: 138,000 copies of Uncanny X-Men #354 (the number one book!) -- that’s only about 31 copies per account!

The underlying economic principles of DM retailing dictate a 90% or better sell-through to remain profitable for the average store. If you’re selling 31 copies of a title, you can probably order 34, and not risk yourself overmuch, but copy number 35 or 36 (in you still only sell 31) will eat your profit margin immensely.

And if you’re only selling 5? (4.6 Wetworks #37) That sixth copy is a large risk. It may, in fact, represent your entire profit if it goes unsold.

Yet if you don’t carry the sixth copy, the book can’t possibly ever grow in circulation, and will, as entropy dictates, shrink as readers leave the book, and there is no supply to create new ones.

I think that is exactly it: entropy has taken hold of the Direct Market, and only a entire paradigm shift has any hopes of breaking its grasp.

Once a book drops below 10 copies sold, it represents an enormous risk for a retailer to build, nurture and grow its audience. An enormous risk, and commitment. But I have 800+ choices every month to divide my commitment and resources among, and so many books “fall beneath my radar”. This is an important concept for non-retailers to grasp, because it informs and creates the stocking realities each individual retailer operates under. A personal example: I’m said to “hate” Marvel, but the reality is that I don’t feel the company has my best interests at heart, and that much of their product doesn’t fit in to my store’s image. But we easily sold 100 copies of Avengers #1 because it fit my aesthetic enough to be something I can tangibly support. Conversely, I am utterly unconvinced that Marvel Team-up adds to my store in any significant manner, so I do not rack the book. Is it possible I could be selling 2 or 3 rack copies of MTU? Certainly so. But my budget is finite, and I’d rather allocate that $2-3 somewhere where I have a stake, interest, or passion about the material. Avengers by Kurt Busiek and George Perez is right on the middle of my radar screen. Marvel Team-up by I-don’t-know and I-don’t-care most certainly isn’t.

If you’re on the radar map, you’ll get support, commitment, enthusiasm; if you’re not, you’ll get bupkiss, and entropy-controlled bupkiss at that.

All of this is compounded by the inherently fickle nature of the readers. If X-Men has a badly designed cover, it can cost me 10% or more of my sales. This leaves me almost no profit margin on the “non-fickle” sales.

I think there is a thought among publishers and other interested parties that says that the constant downwards spiral of individual piece-count sales will somehow correct itself. Listen to this now, or regret it later: the market will not correct itself. The average title’s sales in the average comic book store is below the point where it is viable to rack the comic with any support. If my cycle sheets tell me that one month I sold 6 copies of Steel, and the next I sold 5, I can guarantee you that, barring personal interest, I’m going to order 5 of the next issue. I’m not selling a large enough quantity to make it viable to risk the resources to continue, let alone upgrade the customer base for this title.

These are the economics of the direct market, and a growing number of comic books are falling prey to its clutches. Even stronger books, in many stores, aren’t getting the full rack-support that they need and deserve.

Almost every economic incentive currently in place encourages the retailer to order tight going for sell-through over, or to the exclusion of, rack presence. The difference between today and September of 1994 is that now we’re in full-scale crisis, and we have to act quickly in order to preserve a future for our industry.  Every month most individual title’s orders are dropping 4-6%. Every month. There is only so long that this can continue to happen, and for us to still be a viable business. Something must be done to stop the decreasing order cycle that has become our norm, lest we have a business no more.

Further, it is absolutely clear to this observer that the retail base is nowhere near well-capitalized enough to fund the needed expansion, and that we’re the only ones who can successfully turn the tide.

Hence, partial returns.

Clearly we have enough evidence that full-returns (as on the newsstand) quite often leads to corruption, and, at least, is absolutely inefficient. Printing 5 to sell 1? Madness!

Further, we need to maintain our margins -- if we order correctly we should minimally keystone (double our investment). If we make a mistake, then we should pay a price, but we should not be penalized for doing our job correctly.

Under partial returns, retailers would be able to return a straight percentage of their order (let’s use 20% as a working figure), with a minimum of 1, and a maximum of, say, 10. If you order 1-5, you could return 1 copy, 6-10 could return 2, 11-15 could return 3, and so on all the way up to 46 and up being able to return a maximum of 10 copies.

The biggest costs for returns come from distribution -- not only do the books have to processed to come to the retailer, but then returns will have to be handled (with nothing better than interest and cash-flow holding that up) This is a lose-lose situation for a non-returnable distributor. In order to cover the costs of distribution, a per-book fee should be assessed. I don’t know what Diamond’s hard costs are, but 10-12 cents a book sound right by me, add a small amount as a token payment, and we’re talking 15-20 cents a book to return it. Pay as you go.

For $50, I could add 250 pieces to my store with only that $50 risked. Otherwise it would cost me on average $312.50, and I’d be stuck with dead inventory that becomes a tax liability. Adding 250 pieces to my store could result in 100 more sales, but I’ll never know under current economic incentives. I can’t risk $312.50 on what could be far less profit from the parent books affected.

A few more small things would need to be worked out -- we’d need an accounting sheet from our distributors that indicated exactly how many copies of what books we could return each week; returns, of course, would have to be stripped-cover only (the retailer has already paid one set of full-shipping charges after all); and this program has to be entirely self-selected by the retailer (no filling orders at 120%, then saying we can return some), but all such things seem fairly obvious to me, and don’t need to be hashed out right now.

I think most retailers will be less conservative in ordering, if they know they have a 20% margin-of-error that is not cost-prohibitive to maintain. I’m willing to risk 20 cents to put more than “subs+1” on the rack for Steel, but I am loath to do that at $1.25 a throw.

So that’s the plan. It has a damn fine chance of growing rack sales on many many titles, as well as somewhat reducing retailer’s current conservatism of rack orders.

I see no positive signs from the market as a whole -- we’re rapidly reaching a point of unsustainabilty (the best-selling comic only sells 138k?!?!), and something drastic is needed to turn things around. Looks to me that partial returns are the last, best hope we have. At the rate we’re going, the best selling comic won’t move 100,000 copies by next Christmas. At what point does it become too late to fix it, and will we change our paradigm before it gets that far? I only hope so.

********************

Brian Hibbs owns Comix Experience and worries for the future, however, he does think it is cool that Preston Sweet is now on Compuserve, meaning now all 4 of the regular comic columnists are all in one virtual place. There is some way to access one forum on Compuserve via the web, for free, but he’s not sure how its done -- do a search, figure it out, and come join him. Barring that write him at 305 Divisadero St., San Francisco, CA, 94117, fax him at (415) 863-9299, or e-mail him at comixexperience@compuserve.com.

