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ISSUES AND TRENDS IN THE TRADE BOOK INDUSTRY

Trade Book Industry Sales Trends

The trade book industry is healthy nowadays, and is expected to remain so for the foreseeable future.  This is a turnaround after declining sales for ’95, ’96 and ’97.  In 1998 trade sales were up 6%, with paperbacks leading the resurgence with 10% gains.  Even the hardcover segment, which had struggled for years, was up 3% in ’98.  One interesting trend connected to this change, though perhaps not specifically fueling it, is the tendency of nonfiction titles to show up later as mass market bestsellers.
  

This healthy trend, while continuing, will not be as strong in the future as in ’98.  Instead of 6% growth, a rate of approximately 2.7% a year is forecast through 2002.  This is better than many expected, though, simply because of increasing competition from electronic media for consumer’s leisure time.  One possible reason for the growth is the increasing numbers of people in the 45 and older age group—a group which typically buys more books than those younger than 45.
    

Changes In Who Publishes and Sells Trade Books

Two of the most important structural changes in the book industry nowadays are the tendency of the big companies to get bigger through acquisitions and mergers, while at the same time more small publishing firms are appearing on the scene.  In the past year and a half, for example, Bertelmann bought Random House and merged it with Bantam Doubleday Dell which it already owns.  Remember, all these names used to be separate major publishing firms.  But now there is one mega-conglomerate under the tentative name of Random Bantam Doubleday Dell.  Another case in point: Penguin Putnam (who used to be separate companies) is now poised to buy Avery, a notable publisher of diet, health and nutrition books.  These mergers are just two among the many over the past several years.
 

Not all of the upshots from merger-mania are good ones and some less than positive trends have been making their way into the industry.  For example, because there are now fewer major publishers, there are fewer publisher sales reps and each rep must cover more territory and represent more titles than ever before.  The result?  Many of the sales reps don’t know as much about their wares as they should and they often work far away from the bookstores they are supposed to service.  Another result of mergers is that more inventory at bookstores is controlled by fewer publishers, which allows book outlets less choice in what they offer to customers.  Third, thanks to another tendency among many large publishers—excessive focus on mega-sellers—the selection of midlist books is in decline, which further narrows diversity.

This withering of the trade book midlist at major firms though has also had its good side.  Many of the authors who were either not able to get published or, if published, got little publicity through mainstream publishers in New York have turned to independent publishers, or “indies” as they are known.  Independents often cultivate niches in specialized fields, and work more vigorously to promote their authors and books than do the major firms.  This tendency of would-be midlist books to find their way to independents, in conjunction with improvements in small-scale publishing technology, has lead to an explosion in the number of publishing houses in the US.  According to the Wall Street Journal, in 1947 there were 357 publishers nationwide.  Fifty years later, there were 49,000!
  The result of this has been that more trade books on more varieties of subjects than ever before are being published. 

The selling end of the trade book industry has been an inverse story to the publishing end.  While the number of companies that publish books has increased exponentially, the number of different firms that sell books has plummeted.  For example, in 1958 one-store book firms accounted for nearly 80% of all sales of general interest (trade) books.  The four biggest chains had only 12% of sales.  But less than forty years later the situation had sharply reversed itself: in 1995 large chain stores accounted for 57% of all non-juvenile books, and a ’97 survey showed three times as many readers bought from chains as from independent bookstores.
 

The stores that sell trade books—and all other books—are now predominantly outlets of the big four “superstores”: Barnes & Noble, Borders, Books-A-Million (BAM), and Crown Books.  Despite internet competition, these brick-and-mortar chains have, in the past year, increased sales by a hefty 10%.  Crown, however, is fast slipping from the ranks.  In just the past year its number of outlets nationwide has plunged from 179 to 99 (compared, e.g., to Barnes & Noble with 521 superstores nationwide) and its sales slipped 48%.
   Soon there will be only the Big Three.

Changes In How Trade Books Are Sold

Easily the most publicized and dramatic change in the past five years for how trade books are sold is the increasing role of the internet, represented by Amazon Books.  In 1998 alone, the increase of book sales through e-commerce was a whopping 300%!  On-line book selling is now a $650 million dollar plus industry.  For some publishers, 15-20% of total sales now are through the web.

Connected with the growth of on-line bookselling is the increasing cultural influence of on-line sellers.  The preeminence of the New York Times bestseller list, which was so important that bonuses to author royalty payments were linked to whether or not an author’s book appeared on the list, is now threatened by the use of alternative lists measuring book popularity.  The New York Times list is important not only to authors but to book buyers, since in superstores books in the top ten or twenty are discounted.  Booksense.com, a web site sponsored by the American Booksellers Association (ABA) that will soon become commercial, will debut its own bestseller list in November.  Two hundred to four hundred booksellers nationwide will report sales figures to the site electronically on a weekly basis to keep it updated.
  And of course, Amazon for some time now has been displaying its sales rank figure that tells how a book ranks compared to others in terms of units sold through Amazon, and this has become a number both publishers and authors watch.  

Perhaps even more significantly, Barnes & Noble recently announced it too will usher in its own bestseller list.  Although other publications, such as USA Today and The Wall Street Journal have bestseller lists, Barnes & Noble will be the first brick-and-mortar book seller to do so.  In addition to diminishing the importance of the New York Times list for the world of books, B & N’s move could also undermine publishing houses whose books usually do better at other stores.
 

Paralleling the expediency of on-line book ordering is a new service (based on an old idea) that allows book buyers to order by phone.  1-800-Authors is presently in the trial stage in several cities around the country and is advertising itself by radio, television and in print.  Its service will be twenty-four hour, and although it will not offer discounts as deep as the big three on-line sellers (Amazon, Fatbrain and Barnes & Noble), it will offer book search assistance, recommendations and information on future releases.  If 1-800-Authors is successful in capturing a significant share of the market, then more such telephone selling can be expected.
    

Changes In Printing Techniques

Publishers are searching for new ways of printing books that allow them to get a continual revenue from individual titles.  Random House, for example, is reported to be experimenting with different forms of short run printing in an effort to increase backlist sales, which currently account for only 40% of revenues.  Backlist books are books whose sales may not be great, but are continuous. Classic biographies, reference works, valued scholarly works, are all examples of books that may become backlisted. 


While an ordinary first run printing might involve the production of between ten and thirty thousand volumes, a short run printing might produce only 500-1,000 volumes—just enough to meet demand and keep a title in print.  Keeping the title in print means being able to continue making money on a title.  Considering that Random House’s backlist currently stands at about 21,000 titles, there is a lot of potential money to be made.

Interest is also growing in on-demand books.  On demand books are short, often customized printings that fulfill individual and small orders.  The technique requires storing inventory electronically so the printing can be executed at the fastest possible speed.  On demand books are marketed as non-returnables for obvious reasons.  The titles cover a broad range of genres, mostly fiction, simply because books with photographs are far more difficult to reproduce cheaply and quickly.  As demand for out of print and custom books grows, and as printing technology improves, it can be expected that  on-demand books will become both cheaper and more popular.

Conclusion

In terms of units sold and revenues generated the trade book industry is a healthy and steadily growing industry.  Structurally, on its publishing side, it is polarizing between giant conglomerates surrounded by a host of small independent publishers.  On the selling side, the industry is centering more and more around the superstore chains—multi-store firms where individual stores are more massive in terms of the number of volumes offered than any independent bookseller could hope to compete with.  The typical response of small, local stores to these superstores is to go out of business, and this is in keeping with a general trend today in American society—the tendency for massive chain retailers (e.g. K-Mart and Walmart) to drive small mom and pop stores out of business.  This is the homogenization of America in process. 

New technologies, such as the internet, are also affecting the trade book industry.  While the internet changes how books are sold, new printing technologies are determining which books are sold.  Thanks to short run and on-demand printing, it is now conceivable that books may never go out of print.  With the use of improved on-demand printing techniques, in the near future, Amazon or some other retailer may be able to offer—at the click of a mouse—books that haven’t been printed in fifty years, and these will be brand new volumes, not used.  Similarly, it is conceivable that people may be able to custom design their own books, deciding which stories, plays, essays, or poems should be bound together in one volume.  They could obtain—again, at the click of a mouse—permission from the appropriate sources to have the works reproduced and then have the book printed, bound and delivered to them.  Those who don’t have a mouse to click will be able to pick up a telephone and dial a book.     
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