
The Newsstand in a Nutshell 
  
 
 

The Background 
 
Until 1995, the distribution of magazines to the newsstand was controlled by small family owned 
wholesale companies. Their numbers totaled around 220. Of these, twenty to thirty companies 
were based in larger metropolitan areas and owned multiple sites. These companies were 
regional in nature and controlled approximately less than 35% of the national market. Magazine 
wholesaling companies serviced retailers in a compact, contiguous and geographically reasonable 
service area. National chain retailers did business with as many as 50 to 60 different magazine 
wholesalers. For the national retailers, magazines were a profitable product to carry. But because 
of the fractured nature of the delivery chain, their understanding of the product and of the 
industry that serviced them was limited and contentious. A major cause of this was a wide variety 
billing practices and uneven levels of service. 
 
The only areas where wholesalers no longer penetrated the newsstand distribution market were 
the larger chain bookstores and chain oriented specialty retailers (For example: sporting goods 
stores). This followed a trend that had begun in the late 1980's. 
 
In the Fall of 1995, the Safeway division in the Pacific Northwest put their wholesalers on notice 
that they were looking for one servicing wholesaler and would take bids for the business. In the 
rush to gain the business, the larger wholesalers in that region gave up percentages of their 
margin from their suppliers thinking they would get it back later from either the retailer or the 
publishers. They offered the chain a "signing bonus" that totaled thousands of dollars per store. 
Because Safeway was successful in getting the additional margin, up-front payments for the right 
to service the store, and one wholesaler, other Safeway divisions followed suit. Shortly 
afterwards, all major national chains and many regional chains followed suit. 
 
According to Harrington Associates, an industry consulting firm, “rapid consolidation” in a 
wholesale business was a time frame of three to five years. In the newsstand distribution 
industry, “rapid consolidation” took only eighteen months. 
 
By 2008 approximately 90% of the newsstand market was serviced by four wholesaling 
corporations: Anderson News Company, The Newsgroup, The Source Interlink, and Hudson 
News.  About 30 - 40 traditional independent magazine wholesalers had survived the rush to 
consolidate. These smaller wholesalers often serviced independent retailers and smaller regional 
and national chains that the larger companies had abandoned as “unprofitable to service.” 
 
Another group of magazine distributors also arose and are referred to loosely as “Jobbers” or 
“Secondaries.” These were often newspaper or adult bookstore distribution companies that got 
into the "mainstream" magazine business because they supplied their original product line to 
retailers who decided to go to a new servicing wholesaler. We estimate that their total market 
share is less than 2%. 
 
The two biggest bookstore chains, Barnes and Noble and Borders were still serviced by two 
“specialty” oriented bookstore distributors (Ingram Periodicals and The Source Interlink, which 
acquired a company formally known as IPD). Ingram and The Source have successfully ventured 
into specialty distribution in other retail markets. Another company that services that market is  



H.D.A., a company that services Lowes. A Denver based company called One Source services the 
Whole Foods specialty supermarket chain. 
 
 In April 2005, The Source Interlink purchased the Charles Levy Circulating Company in Chicago, 
one of the largest mainstream magazine wholesalers to survive consolidation. This meant that 
The Source now delivers to both bookstores, specialty stores and “mainstream” retailers such as 
Wal-Mart and Kroger Supermarkets.  
 
In 2007 Source Interlink purchased the automotive and action sports divisions of Primedia 
Magazines making it a vertically integrated company. In the Fall of the same year Source 
Interlink inked a deal to become the exclusive magazine distributor to the Borders Group. This 
temporarily marginalized their chief competitor, Ingram Periodicals until the winter of 2008 when 
Ingram became the sole magazine distributor for Hastings Books, the fourth largest bookstore 
chain in the U.S.  
 
In the Fall of 2008, Source Interlink moved to “integrate” their bookstore and mainstream 
retailing operations into one uniform company. This “integration” process is now complete. Later 
Source Interlink would file for bankruptcy and emerge later from a “structured default” as private 
firm. 
 
In February of 2009, Anderson News Company ceased operations after failing to ink a new 
distribution deal with the national distributors of magazines. Anderson News was looking for 
additional margin and compensation for “Pay On Scan” stock. The majority of Anderson’s 
business was picked up by The News Group’s US operations. Newsgroup now controls more than 
40% of the magazine business in the US. Also in 2009, Source Interlink entered bankruptcy and 
re-emerged 60 days later after a “structured” settlement. 
 
In the summer of 2011, Borders filed for bankruptcy and closed its doors. This meant a large 
financial loss for Source Interlink, a loss of retail and sales opportunities for magazines of all 
stripes, and the movement of Books A Million from “also ran” status as the third largest book 
retailing chain, to the number two bookselling chain. BAM also re-opened approximately 45 
former Borders locations. 

 
What does this all mean? 
 
In theory, consolidation should be a pretty good thing for the publishing and national distribution 
community. If you were a  publisher who wanted to do a retail promotion it should have meant 
“one-stop” shopping. For example, if you wanted a promotion in one chain (Kroger), you could 
contact whoever manages the promotion, set it up, pay your fee, and have no fears that the 
servicing wholesaler would comply.  
 
However, the national chains still break their distribution out between the three major 
wholesalers.  The divisions are often not regional in nature. The distribution practices between 
these three companies are quite different, this means responses to a "national" promotion are 
also different. Promotional compliance was sometimes a problem before consolidation and it still 
is today, more than fifteen years later. 
 
In the case of Wal-Mart, the picture has become even more hazy. In the fall of 2006, Wal-Mart 
took stores from Anderson News and Chas. Levy and moved them to Newsgroup and an 
independent wholesaler, Harrisburg News Company (Harrisburg, PA). The move back to an 
independent wholesaler was unexpected and unprecedented. In the latter part of the last 
decade, Wal-Mart classified the magazine business as “mature” and moved many of their 



mainline racks to the back of the stores near electronics. Less than two years later, they 
acknowledged the move hurt sales. There are signs that they will reconsider the move and are 
hungry to begin promoting magazines again. 
  
The economic pressures on the wholesalers because of the margins they gave up is tremendous.  
They started the consolidation process by doing more (traveling into new territories they were 
unfamiliar with) for less. They have gone to the publishing community and asked for additional 
discounts and incentives. The publishers have responded and increased margins, but they only 
have so much that they can give to the wholesalers. Costs for magazine publishers have also 
risen in recent years. Publishers have asked the wholesalers to deliver on their earlier promises 
before coming back for more discount. 
 
But the wholesalers are doing more (using larger warehouses, setting up hub and spoke like 
systems, providing in-store service) with less return from the retailer and often with less well 
trained personnel. The influx of new employees into the system as more experienced wholesale 
staff has been laid off or gone on to other careers cannot be discounted. As an industry, we have 
lost a great deal of historical context and understanding of the product we service and the 
retailers we provide the product to. 

 
 
The Distribution Tier: 
 
Until consolidation arrived, the channels of distribution was simple and four tiered: 

 
Publisher National Distributor Wholesaler Retailer 

 
Publishers use national distributors because retailers and their wholesalers did not want to buy 
the magazines direct from the publishers. They still don’t, although Source Interlink does willingly 
sign up publishers as a “national distributor”. In theory, the four tier system is intact. But it is 
fragmented. A publisher may have a national distributor but the national distributor is doing 
business not only with the wholesalers, but also the bookstore distributor as well as many other 
direct to retail companies.  
 
In the Hunting and Fishing category, for example, your national distributor may send magazines 
to Ingram Periodicals, the distributor for Barnes and Noble and other bookstore chains. Ingram 
also sends magazines to Gander Mountain Sports, the sporting goods chain.  If Ingram used to 
be your sole bookstore distributor, you may have added Source’s service to your galley to cover 
the former Borders stores. 
 
If you are a publisher who has product in Whole Foods, it’s entirely possible that you do business 
directly with One Source as some national distributors did not recognize the company until very 
recently. 
 
Many publishers also have their own “direct to retail” program in operation and may do business 
with “secondary” distributors that the national distributor will not work with. Perhaps you have 
some stores that you service this way. Some of our clients have kept their direct to retail 
programs separate from the national distributor and maintain them on their own. 

 
 



 
 
 
What does it cost? 
 

The traditional fee structure looked like this: 
 
-7-12% off cover to national distributor for brokerage. 
-40% off cover to the wholesaler who turned around and gave 
-20% off cover to the retailer  
        You would also pay 
-10% RDA (Retail Display Allowance) to the retailer.  
-All production and shipping costs 

  
 

RDA is paid quarterly to the retailer and is based on copies sold. 
  
After consolidation, wholesalers asked for a bigger share of the pie because of the additional 
margins they gave to the retailers to gain exclusive rights to their business. As reported earlier, 
although reluctant to reward the wholesalers for business decisions made without consulting their 
suppliers, publishers and national distributors have added additional margin to their discount 
structures and many large publishers have incentive programs going with the “national 
wholesalers”. 
 

A fee structure for a title launching today may look like this: 
 
-5-13% off cover to the national distributor for brokerage. 
-45% off cover to the wholesaler who will turn around and give 
-22% to up to 31% to the retailer. 
-10% to 15% RDA to the retailer. 
 
Some supermarket chains now ask for a 15% RDA payment for the first year a title is 
in their store. Safeway, for example, may ask for 15% and/or participation in a 
"Feature Pocket" promotional program (We recommend you buy the promotion) 
 

Additional Costs: 
 
Don’t forget the additional costs that are built into this system. As you build your budget, you 
must consider the following: 
 
-Shipping Costs to the individual wholesalers. 
-Additional Freight that some wholesalers may pass on to publishers as they break up their 
shipments for delivery to their depots. 
-Bookstore Distributors: Their cost structures are very different. If your national distributor 
handles your business here (and most national distributors will not sign a new title without 
having rights to this piece of business) the discount structure may be as follows: 
  
-5% to 13% to the national distributor as brokerage – the same as the rest of your brokerage. 
-50% to 55% to the bookstore distributor. 



-18 cents to 28 cents per pound shipping charge to the bookstore distributor (As this distribution 
is often more  efficient on sell through, it can actually be profitable.) 
 

 
Promotional Budget: 
 
Some publishers still do not regularly set aside monies to promote their magazines on the 
newsstands. Again, this may be a throwback to the “pre consolidation” era when you could, in 
fact, launch a magazine by printing 100,000 copies and have your national distributor ship them 
out. 
 
Based on what we see, a publisher with a new launch of more than 20,000 copies should 
consider setting aside between $10,000 to $50,000 to promote the first two issues of their 
magazines (Note: Even if you are launching with fewer than 20,000 copies, even if you are a 
regional publisher,  you need a promotional budget!). These monies will buy targeted retail 
programs that will give you premiere space and ensure adequate displays for your magazine. And 
don’t forget targeting your displays with pre-packs and dumps. We feel that these are often more 
effective than an off the shelf promotion. 
 
Any publisher who is serious about newsstand distribution will continue to set aside a growing 
amount of promotional monies in each years budget to assure the display of their publication. 
Failure to do so will ultimately result in the magazine being neglected by the national distributor, 
national wholesaler and retailer if and when sales in that category fall off. 

 
In Conclusion: 
 
 
While newsstand distribution is a channel full of many obstacles, it is a necessary piece of the 
magazine publishing puzzle. The wise publisher will gauge his potential newsstand distribution 
conservatively and realistically. Single copy sales can still be profitable and is a great way to build 
your web traffic, draw in new subscribers, and prove to your advertisers that you exist. Many 
publishers that have thought out their single copy plans, can and do sell well at retail. 
 

The Newsstand Pros are  here to help you make this passage. 
 
 

For more information on the services  we can provide for you call: 
 
 
 Joe Berger     Joe Luca 
 Joseph Berger Associates   JK Associates 
 1028 Hazel Avenue    1105 SE Willow Ridge Drive 
 Deerfield, Illinois 60015    Blue Springs, Missouri 64014 
 847.405.0584 office    816.229.2305 office 
 847.845.3785 mobile    816.213.4101 mobile 
 847.597.8143 fax    816.220.9482 fax  
 joe.berger@newsstandpros.com   jkluca@aol.com 

 
Visit the Blog: www.newsstandpros.wordpress.com 
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