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Part Two: Channel To Market Is Everything 

Carrying on from the previous chapter, we move on to the retailing and marketing of the product. The logistic task of retailing one’s product (in this case, the game) is one, which is usually handled by the publisher. 

The following writer, Francois Laramee, indulges in a nostalgia trip:

“In the early days … (say, until 1988 or so), the "lone wolf" basement-dweller who developed an entire game … by himself in a few months was … a common phenomenon. … The computer-enthusiast shop owner enjoyed nothing more than to see the local game publisher (often the developer himself) drop by once a month with his Ziplock bags full of floppies, which he had copied himself all night long. …  In such conditions, a developer could write 2-3 titles a year, make a comfortable living off of 1,000 copies of each, and then, after a few years, go out and get his driver's license.  A game could sell for years.  Taking a risk with an innovative title didn't require nerves of steel, as not much money went into it anyway.”  (Laramee, 2000)
The whole creation-to-consumption process used to be controlled exclusively by the developer, but the growth of the industry has caused that to change.

In the recent past, companies like Sierra On-Line and Origin Systems used to actually handle the publishing duties of their own titles, as well as the titles of subsidiary developers they owned. Eventually, massive mergers consolidated everything. 

Today, Sierra On-Line and Blizzard are part of a large software portfolio that French company Havas purchased from Cendant last year, and Origin Systems was incorporated early on in the 90s into the Electronic Arts’ empire. Other mergers include Mattel’s purchase of The Learning Company and GT Interactive’s acquisition of Legend Entertainment. Today, even bigger companies own the big ones of the 80s.

Because of the complex logistic and the huge amounts of money involved in getting computer games to the market today, it is no longer feasible for many game companies to be both developer and publisher.

Thus, the current tradition has the publisher fulfilling the role of marketing, funding and negotiating with the distributor. In some exceptions, the publisher can also be the distributor itself, such as companies like GT Interactive.

The sad fact is that the market is saturated with product and limited in shelf space. Since computer games are still considered a marginal product, they are allocated less shelf space in traditional entertainment stores than they are in dedicated computer gaming stores. With about two thousand games being released out there a year, space becomes pricey.

Each computer game needs to conform to universal retail standards such as UPC tagging, package sizing, etc; before they can even be considered ready for retail. Unfortunately, small and mid-sized companies don’t have the resources and in-house facilities for such tasks.

One developer admits that "It is pretty much an impossibility to penetrate the retail channel now without serious cash flow and very talented and experienced people to do it; publishing is big business now and you can't just UPS a box of disks and zip lock bags to the retailer." (Mandel, 2000)

Those publishers without distribution resources of their own need to negotiate with third-party distributors such as Ingram Micro and Navarre to get their games into the retail channel. These distributors “buy” (in the loose sense of the word) the games from the publishers and resell them to retailers. They manage inventory, shipping and pricing for a cut of the profit. Profit cuts range from $3 to $5 per unit, a sizable percentage chunk indeed. 

Unfortunately, there are still compliance issues to be dealt with in distribution. GT Interactive, a software empire that has Epic Games and Legend Entertainment within its portfolio, is also a distributor that manages the shelves of Wal-Mart, one of America’s most gigantic retail chains. In his retail expose, Bill Meyer points out:

“In the case of Wal-Mart, only [those] with the biggest sticks have been able to bypass GT. … A publisher must make a decision: Does gaining access to Wal-Mart's mainstream consumers justify the expense of aligning with GT distribution? Moreover--as one competing publisher's vice president of sales, who requested anonymity, asked—is selling at Wal-Mart worth the trade-off of losing some autonomy to GT, which often dictates pricing?” (Meyer, 1998)


As mentioned above, all publishers have to conform to certain standards dictated by the retailer. Occasionally this might mean creating separate modes of packaging for individual retailers. A good example is in the difference between the SKUs, stock-keeping units, of Southeast Asian retailers and North American retailers. While an average computer game box in North America is about nine by eleven inches, and about two inches thick, there are occasionally cases wherein the Southeast Asian retailers carry specially sized packaging the size of a DVD case, at about five by eight inches and less than half an inch thick.


These special packages translate to a considerable expense, easily doubling in printing costs. This is however, considered a necessary evil, especially if it is dictated by a large retail chain like Wal-Mart.


Since retailers are renting space out to sell product, they must make sure that they are making the most out of the space. That is to say, that the more units that are being sold through that given space, the happier the retailers are, which means that they want to maximize profit per cubic inch. Money is made mostly from the profit slice they take from the title’s profits.


A publisher can usually negotiate for a better retail deal by sucking up a little. This is where marketing comes in. Although marketing is considered a luxury within budgeting for a product, these days it is a necessity to market your product excessively, not only so that you can increase your brand awareness against your competitors, but also so that you can encourage a retailer to keep more stock of your product and lease you more retail space.


Thus, more and more retailers are demanding promotional schemes and in-line advertising. 


By committing to buy more advertising, a publisher can negotiate to sell more units to the retailer. These translate to paying for in-catalog advertising, cardboard shelf ads, etc; unfortunately, these advertising schemes are usually very costly. 

Mail-in rebates; free merchandise and such are expected. Although this sort of practice is not enforced much here in the Philippines, it is pretty out of hand in North America. Again, Meyer points out:

“Because these are typically promoted with stickers on the box and/or coupons in the box, they represent an extra expense above and beyond the cost of the T-shirts or rebates themselves. But when such special requests will either make or break a deal or significantly impact the number of copies a major retail chain is willing to order, most publishers will grin and bear such schemes.” (Meyer, 1998)

This used to be limited to older titles, but the practice now applies to even freshly released titles. This is why the price of computer games drop as quickly as a drunk Bassett Hound. No more than two months after a game’s release and you can expect the retail price to have been slashed by at least 25%.

To illustrate, Full Throttle (c. 1995 LucasArts Entertainment Company) sold for about fifty-five to sixty-five dollars upon release. A month after, the game was selling for thirty-nine dollars.

Often, these deals are orchestrated to the demands of publishers for unique promotions, so that publishers have to come up with different schemes. Worse still, retailers want a juicier promotion than the competition in order to one-up them in sales.

Other times, these promotions are attached to presales, in order for retailers to be able to sell as much product as soon as possible, id est: before the product is even finished. 

As Laramee (2000) put it so colorfully: “Whoever stands between you and the customer holds you by the balls.” 
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