AN INVESTIGATION INTO THE
EFFECTS OF CLOSED MARKET
BOOK DISTRIBUTION ON LIBRARIES
IN KWAZULU NATAL

Laila Vahed

Submitted as the dissertation component (which counts for
50% of the degree) in partial fulfilment of the requirements
for the degree of Master of Information Studies in the
Department of Information Studies, University of Natail, 1994.

Supervisor : Professor W.H. Horton

PIETERMARITZBURG
1994



DECLARATION

I hereby declare that this thesis is entirely my own original
work, unless it is specified to the contrary in the text.

This thesis has not been submitted for a degree at any other
university.

LAILA VAHED
January 1995

fln



ACKNOWLEDGEMENTS

This thesis would not have been possible without the help of
various people, including close friends and colleagues. In
particular I wish to record the assistance of the following
persons:

1.

10.

My supervisor, Professor William Horton for his expert
guidance and particular interest in my topiec.

My husband, Alix, firstly for his professiomal input to
this thesis, and secondly for his endurance during my
long hours of work and times away from home.

Zara and Raisa, my daughters, for trying not to run out
of patience while asking "is this the last chapter?",

All the respondents to the gquestionnaires, for taking the
time to assist with the research.

All the individuals who gave up valuable time to be
interviewed, among others Peter Adams, lan Halford and
Paul Steedman.

Marion Kruger, Sue McNaught, Andrew Smith and others
who bore the brunt of endless telephone calls from me
for help and advice.

Reagan Jacobus for meticulous and expert proof-
reading.

Michele Jackson for some pricing information and Yogi
Joseph for assistance with some of the tables.

All the staff at Academic Computer Services (UDW),
Library staff (UN PMB) and all staff members in the
Department of Information Studies (UN PMB) for friendly
help and advice whenever required.

All my friends who gave me encouragement when morale

was low and were there when they were needed - they
know who they are!

ii



ABSTRACT

The usual route for purchasing a book is for an end user, eg. a
library to place an order with a bookshop, eg. Mast. The bookshop
places the order for that book directly with the publisher, who may
be overseas or local. There are however, some overseas
publishers who do not supply their books directly to bookshops in
South Africa. Their books are available through one wholesale
distributor of books in South Africa who is given an exclusive
contract for the supply of that imprint to the local market. The route
for an order therefore is from the end user to the bookshop, from
the bookshop to the book distributer, and then from the book
distributor to the publisher. The book is shipped from the publisher
to the book distributor, from the book distributor to the bookshop,
and finally from the bookshop to the end user. This is closed
market book distribution. The market has effectively been closed
to all but one supplier for South Africa. A contract to this effect

exists between the book distributor and the publisher.

iii



The closed market book distributor offers advantages and
disadvantages for the bookirade in South Africa. The writer
theorises that closed market book distribution is basically
monopolistic in nature, which affects pricing structures and
stockholding, with the result that closed market book distribution
has provided, with few exceptions, a poor standard of service to
the retail book trade in South Africa, and hence poor service to the

libraries.

The investigative study shows that closed market book distribution
is a factor prompting libraries to purchase books directly from
overseas suppliers. The lack of support for local book retailers may
have disastrous repercussions, as libraries are seen as a vital

source of income.
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INTRODUCTION

There are numerous players in the field of the South African
bookselling industry. Bookshops which represent the retail side of
the trade, exist nationwide, many operating independenily, while
some exist as part of chains with branches spread throughout the
country. Sue McNaught and Jennie Bowen (1994) in their paper on
Bookselling in South Africa : comments from a bookseller's
perspective have divided booksellers into 6 categories. These are:

Educational (primary, secondary and tertiary)

General retailers

Academic

Library supply

Publishers

informal sector.

McNaught and Bowen maintain that "within these groups the
dynamics of bookselling are many and varied, but there are certain

important components common to ail. These are selection, service,



distribution, price and economics”. (McNaught and Bowen 1994:

18).

Many existing bookshops fulfil a combination of the roles outlined
by McNaught and Bowen while others concentrate on only one
market. Small retailers that generally fulfil a bookshop/stationery
dealer/gift shop role are popular in a few suburban areas. Some
of these small retailers also extend their trade to schools in the
area, or slightly further afield. Examples of such bookshops in
KwaZulu Natal include Kloof Village News Agency (Kloof),
Bookmate Stationers (Richard’s Bay), The Pencil Shoppe
(Mtunzini), Ramsgate Stationers (Margate), Reflections
(Baliito). Other such retail suppliers of books exist in rnore urban
areas, eg. School Supply Store, Regal Stationers and First

Edition in Durban.

Other retail outlets exist in "high-street® localities. The products
offered by these bookshops are of a far wider range and greater
quantity per title than those bookshops previously discussed, and

cater generally for public sales, library supply, school and/or



academic supply, specialist and hobby interests. Unlike other
booksellers, the "high-street” trader carries a significantly wide
range of adulit fiction with large stockholding of titles. In KwaZuiu
Natal there are two examples of "high-street” traders, viz. Adams
and Company in West Street, Durban, and Shuter and

Shooter in Church Street, Pietermaritzburg.

Faliing slightly out of this category of bookshop is the chain of
Exclusive Books, with a KwaZulu Natal branch located in the
Westville Pavilion shopping centre. The range of products carried
by the Exclusive Books stores is not as wide as other “high-

street” traders and does not always reflect mass market needs.

An example of chain bookshops with stores nationwide in South
Africa inciudes Mast ;: The Bookshops. In KwaZulu Natal these
stores previously formed part of the Logan’s Bookshop chain. A
Library Supply division is located in Gale Street, Durban and caters
in the main to public libraries, schools and academic and/or
research institutions. Specialist academic interests are catered for

by the Westdene Branch (for medical books) and the



Technikon Bookshop for academic books. This branch also
operates a sub-branch at the Mangosuthu Technikon. The
Pietermaritzburg store although largely a "text-book" supplier for

the local university, also services schools and the public.

Another example of chain bookstores is the CNA Gallo Group.
These are not exclusively booksellers, although they are the largest
chain of stores in the country, in fact in Africa, that stock books. In
1991 the CNA group had 325 stores nationwide, serving urban and
rural areas. (Machet 1993. 171). The merchandising space
allocated to books differs from store to store within the CNA chain,
depending on locale. Although largely street/mall traders catering
for public sales, some CNA stores also offer a library supply

service, chiefly to public libraries.

important to note here is the monopolistic nature of the booktrade
locally. Premier Milling and Allied Publishing own the CNA
Gallo Group. The CNA division of CNA Gallo own the Literary
Group who in tumn own Exclusive Books, Pilgrams and

Bookworm. Uniil September 1992 the CNA division owned an



academic division as well, comprising the Logans stores
nationwide, Campus Bookshops, Johannesburg, and
Westdene, nationally. This entire academic division was sold {o
Mast Holdings, a company in which CNA has shares. Machet
reports from an interview with J. Alien that "there are at most
twenty independent booksellers in South Africa and more than half
of these are relatively insignificant in terms of size". (Machet 1993:

171).

An example of a KwaZulu Natal chain is Adams and Company.
Besides the "high-street" store mentioned earlier, branches exist in
Victoria Street and Musgrave Centre, Durban, Old Main Road,
Pinetown, the University of Natal, Durban, and the University of
Durban-Westville. The Victoria Street store, known as Adams and
Griggs, caters chiefly for school text and library book sales. The
two university based stores are obviously geared for academic text
book supply.

The Pinetown store primarily attracts public trade but also services
some schools, while the Musgrave Cenire branch concentrates

only on public trade.



Another example of a KwaZulu Natal chain are Partytime
Stationers. These stores, however, allocate less merchandising
space to books than they do to other product, eg. magazines and

stationery.

Within the retail bookselling sector, another type of trader is the
indepéndent library and/or public supplier, who do not form part of
the "high-street" division. in KwaZulu Natal these are relatively
speaking small operations managed and run by owners of the
business, with minimal staff. Some specialise in academic and/or
school book supply, while others concentrate on public library
supply. Others delve in all areas of supply, including public sales.
Some of these operations also offer stationery and other goods for
sale. Examples in this division in KwaZuiu Natal are Premier
University Bookshop, Alix International Booksellers, Book

Business, Everybody's Books and Lords Booksellers.

A fair number of specialist bookshops exist in South Africa. These

stores stock books on a particular subject only and supply the



public as well as libraries. Examples of these are Frank R.
Thorold {(Africana specialist, Pietermaritzburg), Africana Book
Collectors (Pietermaritzburg) and the Methodist Bookshop
(Durban). The Africana Book Collectors shop is an example of
an enterprise that relies heavily on mail order business largely
because of the location of the bookstore, ie. not in the CBD.
However, at the time of writing, this store had plans afoot to move
into a major shopping centre, which would see a dramatic increase
in passing trade. it is not, however, envisaged that the maii order
side of the business would diminish as a significant national client
base had already been established over the years. Specialist books
for retail purchase are also found in curio shops like those run by
the Natal Parks Board, Fitzsimmon's Snake Park, etc., as
well as specific interest stores Ilike hardware stores (eg.
Wardkiss), cake decorating stores (eg. The Baking Tin), sport
dealers (eg. King's Sports), etc. The South African public is also
becoming accustomed to purchasing books via mail order
companies as well as companies who specialise in door to door

sales. Books are now even available via party-pian dealers, who



run operations similar to Tupperware. Examples of these are

Leisure Hour and Wholesale Warehousing Industries,

A category of bookseller outlined by McNaught and Bowen exists
in the informal sector, who according to these authors "are
individuals and organisations reaching people that would not have
access through traditional bookselling outiets, by selling books
through their offices eq. trade unions, NGQ’S station platform

vendors, craft markets, etc." (McNaught and Bowen 1994: 16).

Local publishing houses are a very important part of the local
bookselling industry, especially since the increased interest that
has been generated for indigenous publishing. McNaught and
Bowen include publishers in their categories of booksellers
although they agree that "technically publishers should not be
included as booksellers". (McNaught and Bowen 1994: 16). The
reason for their inclusion is that many publishers have competed
with retail suppliers by supplying direct to institutions. The
publishing side of the industry may be viewed as a developing

industry, supported by the recent establishment of the Book



Development Counci! of South Africa. Many African authors and
speakers in the Library and Information Services sector have made
appeals for increased indigenous writing and publishing. These
authors and speakers have criticised local writers who publish via
publishers based in overseas countries. The call has also been fdr

book buyers, personal and library, to purchase more local materiai.

However, despite ardent strides to improve local publishing, the
need to import books into this country will continue to exist. This
applies to fiction as well as non-fiction. Even the maost highly
developed countries, eg. the United States of America, stilf import
books. Renowned authors of fiction and non-fiction, mcluding
academic writers, will always sell their works internationally. The
book reading public of South Africa still demand international
bestsellers when they choose fiction, although they will read locally
produced fiction as well. The point made here is that local
publications do not replace the desire and need to read material
published outside South Africa. This generalisation is shared by the
Managing Director of Adams and Company, KwaZulu Natal’s

largest retail bookstore. Mr Adams has observed in his store that



despite the political changes that have taken place in South Africa,
the customer base of the store has largely remained the same as
it was years ago. The racial spread of book buyers is still mainly
white, with a slight increase in Indian customers. The Black
customer base has not increased dramatically, and when a Black
customer does come into the store, it is not specifically for

indigenous literature. (Adams 13894: interview).

In some instances South African booksellers are able to place
orders directly with publishers overseas. The books are shipped or
freighted from the publisher to the bookseller who clears them
through Customs and Excise. The original currency price is
converted into rand using the exchange rate of the day and the
book is then available for supply by the local bookshop to the
customer. Booksellers are generally not noted for adding onto the
published price of books. Profit on sales comes from the trade
discount offered by the publisher to the bookseller. This profit
margin decreases when the bookseller's customer is a library or
school/academic institution because the bookseller offers such

customers a discount in return. Discounts vary from bookseller to

10



bookseller and also depend on the size of order and/or the overall
buying pattern of the customer. Some of the larger libraries have
historical arrangements with bookseliers where the discount
available to them is taken off the original currency price, example
Pound less 10%. The discounted price is then converted into Rand

and invoiced to the library.

However, not all overseas publishers will supply local South African
booksellers directly with their product. For this reason there exists
the other important player in the local bookselling industry, viz. the
book distributor, more commonly known as the CLOSED MARKET

BOOK DISTRIBUTOR.
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CHAPTER ONE

THE SYSTEM OF CLOSED MARKET

DEFINITION

The term "CLOSED MARKET BOOK DISTRIBUTION" is one that
has been coined by the South African bookselling industry and is
not necessarily used internationally. This definition has therefore
been gathered from stakeholders in the trade rather than

dictionaries and encyciopedias.

CLOSED MARKET BOOK DISTRIBUTION occurs when the local
South African bookseller is unable to purchase a particular book
directly from the publisher. This would apply to any sort of book, be
it children’s board books, aduit fiction, academic texts, or any other
variety. The books required by the bookseller for the customer are
supplied via a South African distributor who has a contract with the
publisher for the sole marketing and distribution rights for the South
African market, and possibly other Southern African countries, eg.
Botswana, Lesotho or Zimbabwe. In the event of a local bookseller

submitting an order directly to the publisher, the publisher is bound

12



by the contract to re-route the order to the South African distributor,

or return it to the bookseller.

DISTRIBUTION OFFICES

The majority of books available from South African closed market
book distributors are from publishers based in the United Kingdom.
Once a closed market book distributor has secured local supply
rights, they become entirely responsible for the promotion of the
product in this country. The marketing therefore has to be nation
wide, regardless of where the distributor is based. The majority of
closed market book distributors in South Africa have their head
offices (or only office) and warehouses in the Gauteng Province
(previously the PWYV region). A few closed market book distributors
have branch offices and/or representatives in some major cities,
chiefly Johannesburg (if the head office is other than in Gauteng),
Cape Town and Durban. A select number of these might even hold
limited stock of popular tities. The norm is for the head office to

supply the bookseller with the order as placed.

13



Other closed market book distributors rely on sending
representatives from the one ceniral office to various parts of the
country. In this case different reps are appointed to service

particular regions in the country.

The representative from the central office or branch offices call on
booksellers on a periodic basis.' It is obvious that the ciosed
market book distributors whose representatives are seen more
regularly by the bookseller get better exposure of their product on
the shelves and in the libraries. However, it is also fair to say that
closed market book distributors who represent a large number of
publishers would have to be seen more frequently than those with
fewer publishers and smaller lists. The smaller companies often
combine two or three months of new publications into one
subscription. This in itself is not a major problem with the

booksellers, as long as there is a regular pattern of visits.

Companies differ on their policy of time lapses between
visits, ie. some company representatives are seen once a month,
others mavbe once every three months, etc.

14



MARKETING AND PURCHASING METHODS

NEW BOOK SUBSCRIPTIONS

The closed market book distributor’'s representative calls on the
bookseller to primarily subscribe newly published or soon to be
published titles. In the trade this is termed "doing a sub"! During
the "sub" the representative may show books, proofs, galley proofs,
jackets, publisher blurbs, blank dummies or catalogues. The
bookseller chooses books in whatever quantity required and this is
recorded by the representative on pre-printed forms generated
especially for that subscription. A copy of the subscription form is
given to the bookseller and no other order form is required from the

bookseller.

This method of subscriptions is crucial to the bookseller as it is an
efficient way of viewing new and forthcoming product. The order
process is also fairly painless and time saving. The delivery of
these subscribed orders is also fairly efficient and the books

generally arrive in batches.

15



A subscription can cover a single month’s releases or can be
combined to cover more than a month. The volume of titles
subscribed for differs in each case. The volume and quality of
releases also varies depending on the time of year, eg. the volume
of books released pre-Christmas will in most cases be far greater
than January or February releases. The quality of books released
at that time of year is also generally superior to the quality of books

released at other times of the year.

STOCK CHECKS

The closed market book distributor's representatives are also
required to conduct stock checks for their company’s books in the
larger retail bookstores. Quantities on the shelves are counted to
determine the numbers of copies sold. The representative makes
out an order in favour of his/her company to replenish the stock
sold. This order would normally have to be authorised by the

bookseller.

This merchandising method is not peculiar to the book trade as it

is practised in various retail outlets, eg. supermarkets. It is an

16



efficient method and saves time by the retail outlet staff who are
relieved of this task. It becomes inefficient when representatives
cali on an irregular basis, or do not allocate enough time to conduct

a proper stock check.

PROMOTIONS

As is the case with manufacturers and distributors of products other
than books, the closed market book distributors have to devise
promotional strategies for their range of books. A good promotional
method is important to generate interest in the product on offer.
Promotions are also important to retain the goodwill of the
bookseller. The distributors rely on how much space the
booksellers allocate them on their shelves and in their display
windows as this would have a direct impact on the sales generated
for that particular closed market book distributor. Supermarkets and
other farge stores are known to sell merchandising space, but this

technique is not generally used by booksellers.

One method of promotion is for the closed market book distributor

to bring a major author out to South Africa. This would occur in

17



cases where a particular book is given major media coverage
nationaily and/or internationaily prior to and during publication. The
author would be taken around South Africa to promote initial sales
of the book. The author might be presented at specially arranged
cocktail parties, or could also be used to do in store promotions, eg
signing sessions. The author may also give talks at various venues.

These sorts of events are also given major media coverage.

A few distributors also offer booksellers the opportunity to do in-
store promotions like "buy-one-get-one-free", special discounts, etc.
This would serve the purpose of boosting sales for a particular
range of books. An example in mind here is Penguin wanting to
promote sales of Puffin paperbacks. A smali number of closed
market book distributors also offer booksellers prizes for window
dressing competitions. This of course is a clever way of getting
their product into the display windows in greater quantities, and

possibly ahead of other competitors’ books.

The closed market book distributor is also responsible for supplying

the bookseller with point of sale material to promote the product

18



being subscribed. Economics determines that point of sale material
is only generally produced for potential bestsellers or series.
Examples of promotional materials available are posters, dumpbins,

spinners, balioons, whirly gigs, shelf talkers, etc.

BACK-UP ORDERS

The bookseller does not only purchase books from the closed
market book distributor during subscriptions and stock checks.
There is frequently the need to place orders for supply to libraries
or various other customers. The bookseller therefore generates
orders and directs these {o the closed market book distributor
whenever there is a need {o do so. Back-up orders are not always
for new and recently published tities only. The closed market book
distributor therefore has to check these orders carefully for titles
that are out of stock, or maybe even out of print. For books that are
temporarily out of stock, most closed market book distribuiors
record the order and place their own order for the book with the
publisher that they represent. This, however, does not always occur
promptly, and it is here that problems can occur. Booksellers wait

for their orders to be filled by the closed market book distributor,
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and if they are not informed of the publication status of the book,

they in turn cannot inform their customers timeously.

MARKET RIGHTS

Most closed market contracts in South Africa are with publishers
based in the United Kingdom, even where a particular publisher
has divisions in another country, eg. the United States of America.
The UK based publisher is seen to have the market rights for
South Africa because of the historical Commonweaith link. In other
words, where the UK and USA divisions of a publishing house bath
publish the same book, it will be the UK division that distributes the
book to South Africa and not the USA division, even if the USA
division publishes the book earlier than the UK division.
Agreements for this exists between the divisions of publishing
houses, and the same holds for other countries, eg. Australia. The
world market is therefore divided up between the different divisions
of the publishing companies. Historically, and traditionally, the
market rights for all existing and past Commonweaith countries are

heid by UK companies.
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CATEGORIES OF CLOSED MARKET

The pattern for closed market book distribution is not standard.
Various kinds of closed market scenario exist that differ from
distributor to distributor and are based on the requirements of the
distributor in tandem with the needs of the overseas based

publisher.

Two broad categories of closed market situations exist in South

Africa, viz. total closed market and partial closed market.

TOTAL CLOSED MARKET

Total closed market is where the publisher's entire list is handled
by the closed market book distributor. This list would incorporate
front- and back-list titles. No books published by this publisher
would be available via direct indent by local bookseilers, and the
local distributor has sole distribution rights in South Africa. The
market is thus closed on all titles, regardless of whether they are
suitable for retail, academic or library supply. The word “indent" as
used here is irade usage which implies direct and individual

importation. The overseas principal company therefore has only

21



one account for South Africa, and this is with the closed market

book distributor.

PARTIAL CLOSED MARKET

The partial closed market exists when a publisher allows a local
distributor only a certain portion of the house’s list. The balance of
the books could be available "open market" or couid be closed
market to another distributor. It is reputed that in such cases the
closed market book distributor has the “cream of the crop" of the
list available from the publishing house. (Von Homeyer 1994). The
distributors only close the market on those books that they know
will be popular. (Pretorius 1989: 89). The decision on what to close
the market on and what to leave available for open market
purchasing is also governed by economics. A book on the Kremlin
treasury, for example, regardless of the excellent quality of the
work, will not sell in vast quantities in South Africa, especially if it
was to retail at plus/minus R245,00. A book like this does not
warrant closing the market on. (Pretorius 1989: 89). This economic
decision whether to close the market or not, should be governed

by the need for closed market book distributors to hold some stock
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of titles that they close the market on. There is evidence, however,
that some closed market book distributors are less scrupulous and
close the market on expensive, less popular titles with no intention
of holding stock, and treating orders from booksellers on an order

to order basis.?

‘This information was obtained from someone involved in the
beooktrade nationally on the retail side as well as in library
supply. The individual recuested ancnymity and therefore cannot
be named.
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CHAPTER TWO

A BRIEF HISTORY OF CLOSED MARKET

PRE CLOSED MARKET

The system of closed market book distribution as we know it has
not always existed in South Africa. Elements of the system have
been with us for some time, although overseas published books
were mainly available to booksellers via direct indent. Some
publisher’s representatives were based in South Africa while others
visited the country on a regular basis to promote their books, which
booksellers had to order directly from the overseas publishers. The
system became refined {o its present form in about the last 12 to

14 years.

The South African bookseller has almost always had access to
books published in other parts of the world but had to access
information from the publishers independently. The local bookstores
had individual accounts with publishers overseas. Most of the
larger overseas publishers, chiefly those in the United Kingdom,

sent representatives ouf to call on local bookstores every two to
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three months. This representative only promoted publications of
that company, and it was up {o the booksellers to indent required
stock, mostily on a order to order basis. The South African book
market was at the time much smaller than it is now, but showed
potential to grow. The booksellers also relied heavily on publisher’s

catalogues and blurb sheets, from which they placed orders.

EARLY AGENCIES

The growth of the South African bookselling industry meant some
UK publishers had to take note of the market potential that existed
here, which resulted in some publishing houses starting up
agencies locally in South Africa. The first example of this was a
combination of Hodder and Stoughton, New English Library
and Sphere Books. Combined, these three publishers formed a
large company and employed two representatives locally. Very little
stock was held in South Africa, with the bulk having to be ordered
on an order to order basis. The local representatives called on the
bookirade and subscribed new and backiist titles. 1t is estimated by
Paul Steedman that these publishers combined sold about 20% of

the total market share of imported books. (Steedman 1994
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interview). The problemn that still existed was that these agencies
were not sole suppliers of the product in South Africa. They existed
merely to promote sales of that product in the market. The
booksellers had to still indent individually and had to retain their

accounts with the overseas publishers.

WHOLESALERS

There was now an opening in the South African bookirade for a
book wholesaler. A small company started up, viz. Vaal Book
Distributors, and shortly thereafter, the company Cape
Magazine launched. The latter company called on tearooms and
cafes. Books were available in box lots and cafe owners had no
choice but to take what was supplied. The advantage was that all
returned books were credited. The method of supply was for a
representative to call on the cafe and to remove all old stock from
the shelves or spinners. The space would then be filled with all the
books from the box. Books were generally available in three sizes
of boxes, with the representative deciding on what size box to
unpack. The cafe owner had no means of ordering specific titles,

nor specific quantities. The size of the box supplied changed
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seasonally, ie. a cafe might sell more books during holiday
periods. The cafe owner was not unduly concerned about how

much stock was supplied as there was no financial risk involved.

The company Vaal Book Distributors operated differently. This
wholesaler called primarily on chainstores and supermarkets, eg.
OK Bazaars, Checkers, etc. However, they maintained a low
profile as wholesalers to the booktrade itself. For the chainstores
and supermarkets this was an ideal way of stocking imported

fiction, as it saved the problems of foreign exchange, efc.

Vaal Book Distributors was then bought out by a South African
publisher, Collins, and became known as Collins Vaal. This new
company became the first true book wholesaler, stockholding, and
supplying the booktrade as well as supermarkets and chainstores.
There was clearly an advantage for the smalier bookshops to deal
with Collins Vaal. Under direct indent they were waiting eight to
ten weeks for stock from the UK. They were also faced with having
to place orders for books where the overseas publisher stipulated

minimum order quantities. Dealing with Collins Vaal they could
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procure stock faster and single copy orders were possible. The fact
that the discount they could secure was lower through Collins
Vaal was outweighed by the reduction in turnaround time on
orders. The larger bookstores still mainly dealt with the publishers

agents locally and indented individually.

At this time the CNA group clearly had the market monopoly on
books. They had no reason to support Collins Vaal to any extent
for overseas material as they could safely order in vast quantities
from overseas publishers. The swing to wholesaling was however
noted by them and two CNA people, Peter Matthews and Vermon
de Haas launched another wholesaling company, Superbooks, in
1982. They gained a publishing arm when they amaigamated with
Corgi Bantam and Alan Grauman became the third partner.
Superbooks concentrated on the bookirade. Soon they were
selling more stock than the publishers agents were themselves
selling in the marketplace. The fact that Superbooks became
bigger customers of the overseas principals than the agents, forced
the realisation on publishers that perhaps the South African market

had potential and that they should set up locally and run their own
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operations to distribute their own books. This then was the first

siep towards closed market book distribution as we know it today.

Hodder and Stoughton were the first company to break free and
start their own book distribution company locally. They started
holding larger quantities of stock and employed a full staff
compliment to handle sales and finances locally. No one was now
allowed to purchase books directly from Hodder overseas. To
increase the financial viability of the company, they started stocking
other overseas publishers books as well, but on the same closed

market system.
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CHAPTER THREE

THE PROS AND CONS OF CLOSED MARKET

The system of closed market book distribution is seen by the
various players in the field as having distinct advantages and
disadvantages. However, the imparialily of the viewpoints
expressed by the players has to be questioned as these are often
diametrically opposed depending on which side of the fence the
person sits, ie. is this the view of a closed market book distributor,
is it the view of a bookseller or is it the view of the library?
Ditferences of opinion can also be attributed to the size and type

of operation.

REASONS FOR CLOSED MARKET

To properly examine the pros and cons of the closed market book
distribution system one has to take cognisance of the reasons why
the system is being used to distribute overseas publications in
South Africa. One reason is that the publisher finds the South
African market too small to deal with on a direct supply basis. It

has been reported that the number of bookshops in this country is
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significantly lower than in other countries, eg. New Zealand had
one bookshop per 7500 people, while South Africa had one for

every 100 000 people. (Kantey 1991: 100).

Another reason is thai the closed market book distributor convinces
the publisher that they (the distributor) are in a better position to
service the needs of the local market, especially in the areas of
marketing, product penetration, local stock holding and accounting.
This would mean that debt control and coliection would be easier
and better managed. The closed market book distributor also
knows the local market intimately and should thus be beiter able

to pre-select and promote suitable material in this market.

Logistically, because the distributors are supposed to carry stock,
they should be able to supply this market far quicker than the
publisher overseas. Another aitraction for a publisher to appoint a
sole agent is the fact that they (the publisher) have only one
account for this country. The orders they supply will therefore be
mainly bulk orders as they will not be plagued with single copy

orders from sometimes obscure retailers.
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ADVANTAGES OF CLOSED MARKET

Some of the reasons for closed market can be translated directly

from the reasons the system is being used. There are, however,

additional reasons.

1.

The system is clearly advantageous for very small
bookshops who do not have the staff nor expertise to handle
numerous foreign accounts, or are situated considerable
distances away from customs and excise offices. These
dealers may further not have the credit rating necessary to
open accounts with overseas publishers. This would mean
paying pro forma for any material ordered, which could

create cash flow problems.

A closed market book distributor is able to promote and
supply books to non traditional outlets, eg. hardware dealers,
research organisations, tourist shops, etc. Many of these
outlets would not stock overseas books if they had to source
and procure them from the overseas publishers, especially

not without prior reviewing of the finished book. For the
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closed market book distributor these are extra sales and

have proved quite lucrative for some. (Halford 1994).

The systemn of closed market book distribution opens up the
possibility of co-publishing between South African companies
and overseas publishers, depending on the subject matter
and content of the book. in the absence of a well established
indigenous publishing tradition, co-publishing can be seen as

a tremendous advantage.

A closed market book distributor is often able to negotiate
better prices for the local market based on projected sales
of the book in South Africa and the publisher’s discount. As
reported by Pretorius, "kwantiteit is die sleutelwoord in die
geslote mark” (quantity is the key word in closed market).
(Pretorius 1989: 89). A recent example of this is the new
Mandela book Long walk to freedom : the autobiography of
Nelson Mande/a published by Little, Brown in the UK. The
UK price for this book is 20 pounds sterling. A book priced

at 20 pounds on indent would generally retail in South Africa
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from approximately R126,54 upwards. This price is the
pound price x rate of exchange (5.55) x 14%, which now
becomes a vat inclusive price. Many closed market book
distributors use a higher rate of exchange and various
complicated formulae to set rand retail prices, which couid
mean the book retails at approximately R140,00 to R150,00.
The formulae could include shipping costs, low publisher's
discounts, iniand freight charges, etc. The local distributors
for the Mandeia book, Macdonald Purnell, have however,
negotiated an extremely good deal with Little, Brown and
are thus able to release the book in South Africa at a vat
inclusive price of R79,95. (Will 1994). This kind of pricing
advantage is, however, generally more apparent with fiction
than with non fiction. It is reported that "nowadays, the
closed market agent is actually reducing the price on many
books" {Adams 1994) whereas 20 years ago the book was
sold locally at BPP converted. Adams also aftests that those
closed market book distributors who are owned by their

overseas principais are better able to establish fair South
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African prices than those who act for separate overseas

principals.

The distributors are also able to increase their profit margin
by careful analysis of the local market and skilful
negotiations with their overseas principals. This is important
because the profit margin on books is not tremendously high.
(Pretorius 1989: 89). Profit is generated from the discount
that is arrived at between the publisher and the distributor,
which for the most part depends on the quantity per title
taken. Responsible distributors pass some of this advantage
on to the retailers thus enabling the consumer to benefit by

way of lower South African prices.

Many closed market book distributors are able to offer
highstreet and larger booksellers a see-safe facility on
books. This means that the books are supplied on a sale or
return basis. The number of copies available see-safe is
negotiated between the closed market book distributor and

the bookseller. Most of these booksellers place fiction orders
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in two parts, eg. 75 firm sale and 25 see-safe. The
bookseller in this case does not lose if the book does not sell
as well as predicted. Paperbacks are, however, always sale
or return, to all retailer's, uniess they abuse the system by
ordering quantities that result in continued high returns

versus copies sold.

There is obviously a time limit applied to see-safe, and deals
for see-safe are not standard as these would be negotiated
between the bookseller and the closed market book
distributor. For library suppliers this is a privilege offered by
the distributors to whomever they choose. This kind of sale
or return policy is very difficult and expensive to operate
when the bookseller has to deal directly with publishers
based overseas, who understandably are reluctant to service

this market with sale or return.

Booksellers are able to rely on closed market book
distributors to stock their outlets with overseas books in

addition to carrying South African publications. "Generally
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booksellers rely on books offered by publishers with South
African offices or agents and proactive selection from the
vast quantities of material available in other countries is
carried out only in a limited way". (McNaught and Bowen
1994: 17). This is particularly true for highstreet booksellers
with emphasis on public trade. "The general bookseller is
more than adequately served by depending on the local
closed market book distributor®. {(Adams 1994). Adams
estimates that 95% of overseas material stocked by him, is

received from closed market book distribution companies.

The promotion of new material by the closed market book
distributors is a clear advantage that this system of supply
has over the direct indent system. Although those publishers
not represented locally by a closed market book distributor
do organise major promotions for new potential bestsellers,
they are very difficult and expensive to organise and
therefore tend to be infrequent. The closed market book
distributors in South Africa have better access to the local

press and other mass media so that publicity is therefore
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significantly easier and better. It is also possible for
booksellers to negotiate better prices and discounts when
their stores are used for special promotion events, besides

the obvious off-shoot of general store pubiicity.

Damaged returns are easier to contro! under the system of
closed market book distribution. Negotiating with publishers
overseas over damaged or misbound books can be a
tedious process, as well as expensive. Books damaged in
transit are less likely to be the problem of the bookseller.
Replacing damaged stock will also be faster when a closed
market book distributor is used, notwithstanding the stock

factor.

Procuring stock for book exhibitions by booksellers is also a
better possibility when using a closed market book
distributor. Here again there is also the opening to negotiate
better prices and discounts. Although some booksellers do

bring in stock from overseas publishers not represented
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locally for exhibitions, it can be estimated that 80 to 90% rely

on pulling stock from distributors locally.

DISADVANTAGES OF CLOSED MARKET

1.

A significant disadvantage centres around service. Although
not applicable to all closed market book distribution
companies, some are reputed to offer less than acceptable
standards of service. Referred 1o here are general service
criteria, eg. making and keeping appointments, returning
telephone calls, good record keeping, regular visitations, etc.
The complainants tend to be the smaller retailers, the
owners of which run chiefly hands-on operations and are
therefore more aware of the kind of service they are offered
by the closed market book distributors. These are also the
companies who because of their size and location generally
cannot circumvent the distributors, and who are reliant upon

these distributors to stock their shops and fulfil orders.

Price was mentioned under the heading of advantages. Price

also falls into the category of disadvantages. The closed
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market book distributor monopolistically controls the retail
price in South Africa. They are able to ignore the UK or other
published price and place a rand price on a book that seems
to have no direct bearing on the exchange rates. There is no
control over what figure or formulae they use to convert
prices into rand. "Some pricing practices need to be
investigated. [There are] instances where some overseas
books are over R50 more expensive than if supplied from
overseas". (McNaught and Bowen 1994: 21). A local retailer
reports that straight backward calculations on general books
often reveal a use of between R86.50 to R7,50+ as an
exchange rate for British books, notwithstanding the vat
being included in the price. When questioned, the closed
market book distributors are reluctant to comment. (Von
Homeyer 1994). According to some closed market book
distributors such backward calculations are unwarranted and
misleading. (Halford 1994.) (Steedman 1994). Despite
protestations, it is difficult to envisage how a book priced at
5 or 6 pounds sterling can retail in South Africa for R40,00

or more. A precise example of this is Clairvoyancy published
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by Robert Hale, distributed by Trinity - UK price 6,99
pounds sterling - South African price R55,35, indicating a
straight conversion factor of R7,02 to the pound before the
addition of VAT. Another example is Look out on the road
published by Evans, distributed by PMC International -
UK price 2,99 pounds sterling - South African price R24,99,
indicating a straight conversion factor of R7,33 to the pound
before the addition of VAT. An even better exampie of high
conversion rate is Workshop electrics published by Argus,
distributed by Media House - UK price 6,95 pounds sterling
- South African price R59,95, revealing a straight conversion

factor of R7,57 to the pound before the addition of VAT.

A schedule of further examples appears as Appendix 1A.
The examples listed in the schedule cover the areas of adult
and children’s non-fiction, adult and children’s fiction, UK
academic and an assortment of USA books. The details

listed in the schedule are:
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Title

Publisher

Distributor

Sterling / Dollar price
Rand price (including VAT)

Rate (excluding VAT)

The rate column shows that there appears to be no
consistency when original prices are converted into rand
prices. These examples listed in Appendix 1A list books
supplied by various closed market book distributors to a
bookseller mainly during the months of October and
November 1994. The average exchange rates for this period
have been caiculated as:

Pound sterling = 5,68

U.S. Dollar = 3,54
Tables 1 to 7 are extrapolated from the schedule and reveal
interesting facts about the inconsistency that is rife when
books are priced into rand. These tables point out whether

exchange rates above or below the average rates have been

42



used to convert sterling or dollar prices into rand. The rates
used are VAT exclusive. The tables are included as

Appendix 1B.

A large national retailer referred to closed market book
distribution pricing as "thumbsuck prices"® This sort of
inconsistent method of pricing becomes very difficult when
dealing with librarians who are diligent and cross-question
the booksellers about prices. "Price in the library supply
business is one of the determining factors when it comes to
support from libraries for local booksellers. There are very
few local academic libraries that seriously support the local
industry". (McNaught and Bowen 1994: 21), McNaught and
Bowen estimate the size of the library supply business to
equal about 20 million pounds sterling, of which the bulk is
being spent with library suppliers in the USA and Britain. The
perception sometimes exists that local booksellers exploit the

libraries. This results in booksellers having to produce

*The individual quoted requested anonymity and therefore
cannot be named.
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distributors’ invoices to the library to prove that the prices are
charged by the distributors and do not include any gross
add-on of profit by the bookseller. (Von Homeyer 1994).
"While local agents may argue that their prices are higher
due to the costs of carrying local stock and making samples
available to academics for exhibitions, the price differences
are sometimes considerable". (McNaught and Bowen 1994
20). Some high street booksellers argue that they will get
better prices if they dealt directly with the overseas

publishers. (Pretorius 1989: 90).

Some argue that this kind of mark up is necessary with
academic books more than with other books because of the
low sales figures for the local market. It is argued that
academic books have a shorter life with a smaller market
and not as many reprints occur as with fiction. A revised
edition incurs similar publication costs as a new book. This
problem is exacerbated by education authorities and
academic departments constantly changing prescribed text

and recommended reading lists. Popular fiction can sell for
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years, for example the Wordsworth Classics, which were
able to retail in the South African market for R10,99 earlier
in 1994. A further reason given for the higher prices on
academic books are the lower discounts offered by the
overseas publishers. The closed market book distributor is
in this case forced to mark up the book to increase his gross

profit. (Steedman 1994).

Another problem area is the selectivity of representation that
is practised by the closed market book distributors. Although
they have sole representation rights for certain books or lists
of books from publishing houses, they do not promote all the
books on their lists. The reason here is mainly economics,
but for retailers in the library supply side of bookselling this
can be a serious problem. "As dit duidelik word dat ’'n boek
te duur kan wees, kan die verspreiders, deur middel van die
geslote mark, besluit om dit nie in te voer nie want min
eksemplare sal verkoop word". (If it is obvious that a book is
going to be too expensive, then the distributors, through

closed market, decide not to import it because too few
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copies will sell). (Pretorius 1989: 90). Booksellers complain
that this is a form of economic censorship. It is fair to note
here that closed market book distributors complain that
booksellers practice a form of censorship and do not buy
certain books saying that the libraries will not buy them. The
distributors argue that this form of selection keeps their
product out of the libraries and therefore no sales can be
anticipated. This situation can, however, be countered if the

distributors improve their sale or return policies.

The closed market book distributors apply selective
discounts to the booksellers, a practice that is not generally
applied by the overseas publishers who prefer standard
discounts. The selective discounts apply mainly to adult
fiction and non-fiction. The strength of the buying power of
a bookseller is therefore significant. The CNA Gallo group
clearly has the greatest buying power and commands
considerably higher discounts. Kantey (1993: 140) estimates
the CNA Gallo group commands 60 to 90 per cent of the

trade. It has been said that the CNA can sometimes demand
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a discount of as much as 70%, of which a small portion may
occasionally be passed on to the consumer. (Kantey 1993:
141). Leisure Hour also has the buying power to command
such discounts. The net result of such enormous buying
power is two-fold. Firstly, it prevents the smaller publishers
and distributers from getting their products into these
conglomerates because they cannot economically afford to
raise their discounts and thus compete. Secondly, the
smaller bookshops who cannot buy in such quantity are
disadvantaged because they cannot attract frade away from
these large outlets as they cannot compete on price to the

consumer.

Stockholding by closed market book distributors has been
criticised by booksellers. While it is recognised that it would
be uneconomical for a distributor to carry vast quantities of
stock of every title on their list, it is also true that some
distributors carry stock of too few of their titles. Some
companies practice better forward planning than others, and

therefore have sufficient stock of envisaged popular titles.
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Smalier closed market book distributors tend to be more
guilty of poor stockholding, although this is not a rule.
Stockholding is also more of a problem with those
distributors who represent too many publishers. (Steedman

1994).

Poor stockholding would not be as serious a problem if the
turnaround time on re-orders from the overseas publisher
was shorter than it is currently. Some overseas publishers do
tie the distributors to minimum order quantities. The
distributor then has to hold onto orders from local
booksellers until they have collated sufficient quantity, before
placing an order for these books, which according to Halford
(1994) could take months. The publishers would not
generally tie booksellers into this kind of minimum quantity
order. The bookseller however, under the closed market
book distribution system has no choice but to order through
the distributor and wait for supply, or use overseas

wholesalers.
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Booksellers complain about price fluctuations on some
closed market books. This is particularly serious for the
library suppliers. A book is submitted to a library at one
price, but when the library orders the book and the
bookseller places the order with the closed market book
distributor, it does happen that the book is supplied at a
higher cost. Low stockholding can also be blamed here. The
library suppliers are then faced with the possibility that the
library may decide not to accept the books. In the result
booksellers are forced to produce the invoice from the closed
market book distributor to the library as verification of price

increases.

Booksellers increasingly complain about closed market book
distributors who bypass them and supply libraries direct.
Steedman (1994) retorts that this can be because they (the
closed market book distributors) are not happy with the
service they receive from the booksellers, ie. in getting their
product into the libraries for selection. This researcher is,

however, perturbed that too frequent bypassing of the local
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bookshop in the chain of library supply can be detrimental to
the survival of the bookshop, as library supply represents a
large portion of business to some smaller and medium sized

retailers.

A problem exists with knowing which closed market book
distributor represents which publisher and what portion of
that publisher’s list is closed market, or what portion is open
market. The industry is very fiuid. Distributors come and go,
a problem more with s