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Some Econangc Lharactehstlcs of the Industry Since thé end of World War IT,*.
‘ v

P

the bock industxy of the Unltéd States has enjoyéd steady and healthy growth

-t
In the past'- decade alcbhe, its dollar sales volure almost doubled, J_ncreas;?ng\ .
hN - / .
'f*om $1.7 bllllon in l963 to $3.2 billion in 1973. -The *annualized/)growth rate ‘
' \

- for the pe;rlod vas 6. 31, But theése high- flymg flgures do not give a true picture,,

for the rate of recal growth {»'as far .lower. By applying a proper d'ol}lar—prlce .

L3
e 4 P

inflation factor, one ‘discovers that the Teal gth i theygjade was from $l 7. .
\ bllllQn to $2 2 bJ.llJ.on, and that the annuallzed‘xate was only/ 2 lo.{ (Th factor o .

here ﬂp,p\l}ed is 3.7525% per year,- Mh is the off1c1al U.S. consune prlee in-" 3'

oo

flatlon rate for thé decade. ) 5 1 To p&lt an'otS'ver way, of the}sl 5 bllllon sales 'y
Sy
increase, only\$*5~Qllllon was’ rea&gr “h in productrht_y, while $1 bllllon re-

A( ‘/ sulted fram gfr{c‘e 1nflat10n How de;latmg is the lnflatlon factor!
v
' ‘ /S o

LA
Desplté its healthy rate of Sustalned growth, boo} puollshmg has remained

d | a reitlvely small mdustry in the scale of American blg—bu51ness enter;:rlse For tvéf“
’vrrnny yeax_js ,it has, ranlfed in sales volure far down the scale; in fact,‘ down a little )
( A lcw)r than pet foods and Only‘slléhtly above processed peanut products ~By com—, : ’
\ - » parlson,\the billithgs of the General I\Etors Corporatlon J_n any good month alone
\ . in this pcrlod v'ould cqual thc annuﬁ tytglcs volune of tll(. total book industry. \

Table 1 provldes a breakdown rof mouptry sales for 1973 by the twelve major

# .
. <

catogorics' of publishinq as reporteds to éne Assocn.atlon of Axmllcan Publishers,.

2

Also shown is the rpte of sales increase for cach category for the preccdln(
o
A . .

Gacads 1963-1972. | T ~ ,




Mble 1
: (Mlll).ons of Dollars)

BOOK INDUSTRY SALES BY: G\TEGORU:S - 1973

-

o

comparable with thaose

. - L % of ¢ Increase
. ps C! - - Dk
Cdt.ejorvr\ ’ \,1973 rTotal 1963-1972
¢ ATt Trade >/ 35 é 11.0 . 180 !
. Juvenile Lt « .10 3.4 .32
Peligious ’ 128 3.9 . 60
_ Professiona s 40 . 12.7 , 129.
> Book Clubs e ~ 262k ;o 8.2 150
Mail Order Books o220 0 . v 6.9 . T NA,
Mass-Market Paperbacks |, 286 -+ -~ 8.9 190
University Presses : 43 - 1.3° 128 -
- School Texts » 5%8 17.2 Ny 63
o - College ’.[;exts . v, Pa . e .12.3 o, 134
‘.S dized Tests - 29 T < 0.9 108
subs ription Referende 1262 8.2 T (27)
ers iy - 5.1 73"
us comp(i;lson igs en because the 19')3 Lnd!YD try saley
A~k flgures are not exact f the pre

L NN

$ ) ! -
There no rellable mdustry StatlStJ:CS. on the end ué-. of books p

chased annually in the, L[m,;qzd States) but’ mdusgmly\s“ts estamaf,;e roughly N
that the d1v1s1on in doll)ar VO].LIITE 1s @bout equal betwc,‘en educatlonal arid non—1

edqcatlongll uses.

.
L . °
P ‘Nq‘\

“~ 1

* Besides belng relatlvely ‘Small the

@mg ten years.

.
-

o
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-

<
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l‘gook mdustry 1s hlghly fractionated.

R

‘

4

-

A

-

-

]

.

5
-

.

]

'Bow}:eg: s theras:y Market Place curre,rfﬁ'ly lists 999“f11:m names, and thexe' st be

atl least that many mone of specialized and local publlshers that are not 11sted .
N \ p
* in that dlrectory This unusﬁal fractlonatfon of an Jndustry of nodest size has

three mportant economic consequences (1) keen competition for authors and for

-
the buyer's dollar, (2) hlgh levels of production and dlstrlbutlon costs, and-

(3‘)_ the. exis tence of ‘a large number of small houses that, whlle growing., must

operate at, a dlsadvantageous econony. of scale.
has contlnued year after year despite the 1arge nurrbcr of mergers that have

ch araoterlztd the mdustry over the past tho decades.

”

-

" The phenomenon of fractionatién

e

This is beg:ause it still

LY

s "
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] l oY ! N . “a M A - ‘ ' .
is possible to make a start on a shoestring in -many areas of ook pdblishing. ‘ ~

[y - 1]

Indeed, it seems that for every merger, there are at'ﬁ.léasi: “two n“éw firms started 7
; each year._ In any casé, the numbe\: of houses has increased steadily and rapidly..

[ZNY LR

'Agéinst the 999 firms' that are 1isteé1 in -the 1974 edition of Literary Market

Place, only 559 wvere listed in the .1_\95?1 edition. '
. * . < 4 d . ‘ A

»

. Acoording to annual statistics compiled by Publishers Week]\.&’," the U.S. book

industry p%d{)ced 31,951 new and revisie'd titles in 1973. The totals for 1963 and

1953 mere 25,874 andy 12,052 regs’pectively.2 This record indicates a ratd of increase

a4 Lo~ " ‘ ' ) : - - » ) AL ‘ &
. th{;tt alrost matched tRe rate of real growth in dollar sales%onlume. It discleses !

another’ kind of continuous: fractionation that has aﬁzmpe'nmg influemce on the . . = 't

economy of the indust.r} -= the contintous ‘fractionat n+of the total market by’ the
» N . - -
4 : o » \ o ,
<> large number of new grodl\cts offered each year. . -
’ Yz ' ' ' ’ . ‘r a . Q ‘ ! ’ ‘ [ o ]
N \ ) g - 0y N

*  While the mcaease in the.nuner of titles i)ul;lisheq annually
! \ I - . " .

%

seems to indicate
Ll ‘ - 7 o > . :
la thriving industry, it alsopbtints up a negative‘econamic characteristic.. This i

the producti/é%very year of tho qnd;% of new produTts that do not and cannot hav
. v s

: . ’ \'\ - M .
ket testing. JPublishegs éimply cannot afford to=ma}§e any soft pf/
. . [

-

-y ' the benefit, of

1 N S e
. : . ® -

market test for re than one or two&n a hunadred of their new books. Thelr%_rkets

‘ ) ©o- »

¢

)

s 4o . A ; o
are too difficult to° id’%\ntify,' too ephemeral apd elusive, a.T the profit potentials
are too small to jﬁstify the expense. This gondition produces a high risk factor,

. . . , . i e . ot °

which has .costly con'sequences for the industry, ‘especially for the noneducational * .

1. - , . . © . . . ‘ .
‘ " sector. - ‘ , S 1 ! !
\ A : n ‘ B ) . - ’ 4
Still another cconomit charactcristic that has costly ggnscquénccs-is the in-
{ « .

’

dustry’s ‘complex and irrational marketihng system. Most pﬁb}ishers market, their wares *
i D ! B

indirectly ‘thtéug\h j‘obber,s, specialty sales ‘agencies, exporte.rs,‘ and retail pook-. ‘,

sellers; and directly to libraries, 'institutions, and individual customers. Para-
' . { K o o

do:;.i‘cally, almost all firms have mahy too many ‘customers. The larger ones sell’to

* - | , ' , ¢ o |

-l . - , - ‘ |

. . . R .;

N — . . B g

. ‘ < o o ‘

p : : 5 J . . “ .
- - ) : . i '

. T Lt . : . : / \
.
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“ecnul

better with'a rate .of 6-7%. 3 ;i . . .

x

as manj as 15,000 to 20,000 "trade"~(dealer) accounts, and to as many 1ndLV1dua1

(dlrcct—by—mall) customers as’ Ehey-can find *- and some, manag to(%lnd afﬁﬁany 'ﬂwiibm

-f

as 100‘000 to 200, Obgjof the lagper in a good year. Servlng~such Q myrlad offgﬁr'g-
customers is costly;, it also causcs confusion and unhealthful competltlon in* T

marketplacek . What the’industry sorely needs is an\effectlve system for wholesale’ '
<

dlsﬁrlbutlon of its product. . k , S

Prof1tab111tx» The profltablllty of the total industry can only be estimated fro .
what is known of the profltdbrllty of 'ts varlous scgmcnts and of the contrlbutlc;>
- |
L ">
of each segnent to*the sales c pOslte By thls method, an estnnate of 5 6% onlfales 1
1
l

after e$ mcmdd be approwlma ely accurate for l973 ThlS rate is about average for

. P

the, icatipns 1ndustry It is low by comparlson with y major U S. lndustrres

For other ségments of the cammunications 1ndustry, the 1973 rates were= newspapers,
N oy

10'3%; busineSs magaiines,‘7.1%~ broadcasting., 6. 5 consumer magazanes, 3% For \\ z

: certaln other major 1ndustrles, they werg: utllltles,'l2 3%; cﬁmputers and offlce )

4

PFE lO% Qetroleum, 8 2%; chemlcals, 7. 5% paper, @ﬁé .
SRR . ‘ . | M,f “" R R
. The range of profltablllty among the several major segnents of the 1ndustry is '

qulte w1de . Currently profess1onal book publlshlng (SClentlflC, technacal bu51ness,

\

)

|
law, dhd med1c1ne) is at the top with an aftk —tax rate on. sales of 8-9%, while trade—¥
book ubllshlng and mass-market pao¥rback puﬁllshlng are. at the bottom w1th rates of }

. 4-5%. - The school teYtbook segment and the book clubs/ma{l—order‘segment each ranks ".

-

' ‘near the average level with rates of 5- 6% College textbooh publlshlng does a 11tt]e

A B -

-

[
) K P s +
. . - s
» SLES - Q -
o r

As for rates:oﬁ return on 1nvested capltal dependdble lndustry infbrmation.is.

7'1

y

very scarce Thls is bccause many flrms are wary of reveallng theLr balance sheet

e
© .

4
flgures -- and indeed many that are operatln .units of . conglomerates do not have

- F -
balance sheets of their own _However, ‘an anal st who knOWS‘about flnanc1al relation—
“% '

$h1ps ln the major segnents of the 1ndust%y/?sh as ﬁhe relatlonvhlps of 1nven—




- . . / g

: — torlcs and acc[)unts receivable to net sales and operatJ_ng profltg) can construct -
R -
: \ \r"odels which mdlcate that the current rate of }:eturn on mvestment for the average

profltable firm is w1tn1n ‘the rayge of 1? }/é - o

Capltal Requlréments One close tudent*\éai the economlc development of the book
N :
r‘ :mdustry has estmated tnat in order to grow as it did in the 19605, the mdustry

K

s reculred an 1nput of new capltal of $2 billion. 3 Con51der1ng its low rates of
: earnmgs, the mdustry certa_mly was not capable of plowing back anythmg 11ke that

‘ mch of its cash proflts -in those yﬁars (l'ndeed, many firms wer/e/ growing so fast

\ th’lt they were unable to throw ofﬁ/ any" cash pmflts at‘ all.) How, then, was th1s
" / r
heavy flnancmg requlrement met"‘/ By c1a551cal methods, in most cases: Companies
N o ‘
elther Went publlc or they merzéjed or they were acqun:ed by corR;lomeratg;.cor—

'por ons (holding companles) tha;c could r,eadlly ra_lse the requ1red 1nvestment - q )
3
L e . o h ’, « . - . ;
s . . . . . . L &
N ' v ‘ q \
! o No mattem the new capltal resource was» come by, it usually added to the

fJ_nanc1a1 ‘burden” of the operatlng conpany . Worklng cap1ta1 had to be borrowed at .

' increa8ingly high rates of interest, and cash profits had to be provaded for divi-

dends by tl%e par.en/t_,‘(\lioldmg) conpany . Elther, and sometimes both, of these. ré-
Y ~
qulremcnts pftnen depressed a company S sustalnable growth rate Natur-ally, W1th t.he
yﬁi

soarmg of 1nterest rates, the burden of borroWed capital has{‘ecome mcreas.Lngly

g heavy in recent years Al]]th_ls partlally explains why "the common stocks of so

: ° many publlshers are currently selling at such low prlces. - .
- ﬁ N - . ' ”
Pro’rt‘*and .Loss Statements This discussion must be limited by space recguiren‘ents

: . .
- \ to a cons1deratlon of major income and expense 1tems, with attenthn\tb—\these items
v that have s1gn_1flca.f§t varlatlo\h among the several prJ.nc1pal segments of the mdustry . ‘:

l T

\ Also, it is 11m1ted ‘to operatlng flgures only, not takJ_ng JJ\Q account such non-
oneratlng items as interest earned on 1nvested cap1tal mterest pald on 1oans, ett.

Its purpose is to 'pmv.xde a quick run—down of the J.te'ms that appear im the opera_tJ_ng

[
A 4
.o
B 3"4

I ’ I'4 R )
‘ r




.\/)deducted the-Cost of‘Goods Sold, including production costs”and royalty costs. The

publishers’ ingOme\ receipts, and margins for profit.
. . RO A S L
M ‘ m\ ‘4 ' * .

The complete rof1t and Loss (P & L) statement starts w1th Gross Sales, wh1ch

[}

states the value of all goods bllled and sh1pped in the perlod covéred. .(Th1s is the. ** |

l - Ls ~
Y y .

‘net amount aftﬁr the allowance of d1scounts, wh1ch can vary from 104 for highly )

specialized technlc‘lfand fbference books to 50% for mass—market paperbaceks,) . From v P

publisher groan audiply. The remainder is the amount of Net Sales, from which is
P v AL

W ) L/ // ,-“
result after th1s de uctlon usually is labeled Gross/Margln on Sales All' the

" cudtomary 1tems of opératlng expense, wh1ch w;I//be descrlbedfbelow in some deball” ’ -

. hd . J * ‘
are deducted E;pm the amount'of ‘this mar in to produce Net In ome from Operatxons. . 4
. - o V\ \ :
After an adJustment for nonoperatlno ncome and expense, and| after the deducqlon o
* \
of the cost of income taxes (fede al, state, and local), thk statement 1s btought .
. ‘ ‘\ . - :;(
doyn to the ﬁbottom line,. i¢h usually is labeled Net Income [ T
/ ~ ) ) \ ) - ’ i ) ' T,
- By far the Margest itém 1n any publlsher s prof1t and loss statement is productlon
5 ) / -
cost. (For ccounting urposes, this item usually is divided into (1) so- called plan .
R T s "o o
costs, whic 1nclude the costs of copyed1t1ng, typesetting, proofg@adlng, page makeup,

. ‘ o X
engravings,» nd plate maklng, all of which go into the making of the theoret1cal ’
| ¢ g .
first copg and (2) manufacturlng costs, principally those of paper, presswork dnd - )

o

b1nd1ng{ which are 1nvolved only in the repl:.cat:.gff/procesc ) The ratio'bf production t' 3%5
[ Vg . -

-

costs to net sales typically ranges from a h1gh of 40 447 for trdde books to a low “y
. Ly . J _

of 26 30/ for profess1onal books. For college texts, the range is 28~ 324, and for S e

\ } W o
/) . ' . “ - v
school textk, 33-3724 A : : \ - - -
. - ~]> . P,

T ) RN

Royalty costs also have a fairly w1de range—--between 14-18% of net Sales7for g hf* .
. college texts, 13- 154 for trade books, lO 144 for professxonal books, 5 84 for school/ /Q

.~‘~ »
e

%\ ,

» . . ; .
A ' . - . .
\ <\_\ ‘ - é’ti . o '/
) ) . - - D . [
* - N . R o u‘ : i
. \ 4 & - , !
e . # - _ .
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te§ts. The lower rate fq{ professional books‘is due largely to trhe fact that a
sizable component/of this category of— @ales is produced by handbooks and other
compllatlons, on whlch only low edltors royaltles are pald “(The publlshe; nearlyk ,.i

.‘f“\\élways pays directly for authors' contrlbutlons.) The low rate for school texts |

: " récognizesethe fact that the publisher's editor usually does a large, share of the
s ’ v . .~

)« ' author's work in the writing of a basal textbook. .

-

3 : . \

e Markéting Costs are relatively high in all segments of the industry, The

prinecipal two reasons for this are (1) the'large nuﬁbers of Aew products that are
- ]

launched each year and (2) the keen competltlon for the purchas 's/éollar, es-
AY % -

peg}ally in textbook markets. Total narketlng costs rangeJ;ro a- hlgh of 20-24% for
school book publishing to a low of 12-186% for. college publlsh g. . Jor trade'and pro-

fessional books, . the rates are about l4 18% and 15-19%, respeétlvely As a rule, a?— \

v - ~

vert1s1ng andspromotlon expense runs hlgh in trade and profes51onal o?ok publlshlng
and low in educational publlshlng Conversely, field sales expense runs high- in ed—

ucational publishing and low in trade and professional b&ok publishing.
& ' > oo

\ ) -

a

-rD -0 thtorlal expense is not a major item in most P & L accofhts. For each sector
of publlshlng, the range is about the same, from 4% to 7% of net salés. This item.

"represents only the cost of- acquiring publlshable manuscrlpts The cost of copy- .-

-—

editing a flnlshed manuscrlpt usually@is Charged!dlrectly to the."plant“ cost of the

-

book, thus becom;ng a\Q\\\~of its productlon cost.

Order fulflllment eosts are hlgh for trade publishers, 8-12%, and not so hlgh

Jfor thé other segnents, around 5-8%. The hlgh cost ~of H?ndllng returns of unsold
-t +
e books sorely penallzes both ‘trade and college publlshers, and the latter more so

‘because normally trada books are Eoth oxdered and teturned in smaller quantltles .

S

~

N * General and~gdministrative costs are much the same for all segments of the

" WIindustry, running quite consistently at about 10-12% of neéisales.
LA . - ’ . - N - . -]




/ ] -

"hottom 1tne" and has/dittle mportance except in trade kfook .publlshmg It - -

MY

Théf’e‘remins.‘on?ﬁer P& L item whlch usually appears da}m near - the.

usually is labeled Other Publlsh{ng Income, and it ;epresents mcome from so—called e

secondary publishing rlghts =- income from the sale o? rights for paperba@k and book * ,["'s:_‘

.o cl% reprlnts and for serlall a\tlon translatlpn, dramatlzation, etc. Such/mcane £°
4 ~
customarlly is shared w1th atghors, who usual ly, rece:x( no less than 50% .of the gross '

LI m
'amount ThlS incame is hJ.g‘lly nnportant to trade publlshers becausé vuthout 1t most

of them vould show & operatlng loss every year. The only oLher substantlal bene-~ L

b
~f1c1ary of - this klnd of inceme is the éc1ent1flc and techmcal book publlsher . HJ.s
income from the sale of translatlon rlghts can add as much as three or four percentage /

. .4 .
- A - . ) > @ 4'
. . . .
\ . « .

point¢ to his operatmg proflt. _ - : \ L O

The P & L accounts of~\.book clubS\and mass—market paperback publlshers are not

[

here dealt with because bemg largely reprlnters of publlshcd books-and not hav1ng

-,
any of the major costs of flrst publlcatlon, they arc by functlon really magl(e&mg and J
distributing enterprlses rather “than’ canplete pu@llshers o L.t ’ ] '
. ‘ o : ﬁ- i \ . . i . . \\ ‘
N R - . . : - . . . - - ] .
) . ! ‘ }
Q' ' -]
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Edltorlal E;pense " As noted above, this. 1tem of expense uSually covérs only

*

‘the costs of procuring publlghable manuscrlpts. the salarles and expense of )

\ staff edltors and readers, the fees and retalners pald to outs1de reviewers -and.

v

consultants; and, occa51onally, the cost of a rewrlté of a manuscrlpt by an out-

KY

. ) \ : .
. sideAprofessionaJ? Naturally, a Substantlal portlon of thls edltorlal procure— <

ment expense is non—productlve)uuthat it ¥s spent on expldrlng and rev1ew1ng pro—

- -

, -;posals and manuscrlpts that are never accepted for~publlcation ’ )

—~—

e
H - ‘ “~ e b - .
“

The ccnparatlve cost of’ edltorlal expense depends largely Qh whether manu-
. < Coes ¥y, [ .
scripts are reV1ewed and selected on the ba51s of personal subjectlve jud ts

.

ofehouse edltors, or“on the ba51s of 1mpersonal objectlve evaluatlo d recom-=

@

# f

; mendatdon by outs1de adv&sers Thus 1t happehs that the edltorlal expense of the

] It o
publlsher of‘professional books is hlgher than that of the trade book publlsher

»

And it follows, naturally, that the ratlo c‘outsade to m—house expense also 1s/
?

much hlgher for the forﬁer ﬂ The edltorlal expense “of the college publisher is com- ~

2

ﬂparatlvely hlgh cause he, to6 has to evaluate manuscrlpts on the basis of objec-
. tlve and~profes51onal outs1de advice. The edltorlal expenSe of the school book

. &
'publlsher is comparatlvely low because he concentrates on a small number of ranu-

scrlpts, and he usually charges the eXpense of perfectlng each as a part of the

I "plant" cost of the new book. L, , R

. -
' - L]

Publlshersdoften are agked why they do not spend more: tlne and effort on the

edltormal perfectlon of thelr books. 'The dnswer 1nvolves several factors. First,

as 1t£1e w1th market reﬁearch the potential sale and profltablllty of the average

1nd1v 1. tltle may ‘not justlfy a high anount of edltorlal cost Second, the time

N
-

element usually is’ 1mportant -~ a bodgimlght have to be publlshed for a' seasonal

market, and the author nearly always is 1mpat1ent to see hls book in print. Thirxd,

(-
most authors esist eytens1ve edltorlal revision of thelr manuscrlpts The pub- .
. .
llsher has to rate all these factors in de01d1ng the'lnnlt of edltorlal expense for
o 8 . J
H L 4 . N -




lisher's prpflt;

N
)

each bodk, being avare. in every case.that thekadded value of editorial
— e L . o .

perfection

.«

is his most important obligation‘to both. the author and the potential readerz h)'
PR c

Royalty Costs. A tradltlonal prlnc1ple of book publlshlng is that the royalty

_ payment “should be such that the potential- proflt on a Mook w111 ‘be shared equally

between the author ‘and the. publlsher And, contrary to popular bellef, 1t does '
4 & -

-.work out that way generally For it is.a fact that ahn@st every reputable pub-

/

llshlng house annually pays its authors as much d} more in royaltles %han(lt earns .’

in-operatlng proflt Indeed, royalty payments often are much'hlgher than publlshlng

4

proflts, arrd especrally 50 1n trade book publlshlng where ai author's earnlngs, 1n—‘

r ﬁ

N . . - -
U . . -~

” - ‘e -~
. » Y

: D
| Cludlng income from suegldlary rlghtS, can be double or trlple the amount of the pub—

1

.' . R ] ?.)

Another tradltlonal prl#hlple 1s‘that the’ author S royalty is spec1flcd on a

slldlng scale Whlch effects,a sharlng of‘the publlshlng rlsk up to a point where the

“

"publlsher recovers 1ts out—of—pocket 1nveshnent ahd thereafter makes a profltt\ Thus,

e

for several decades a "standar " publlshlng contract has spec1f1ed royalty payments

¢ 4

-lﬁfon a Slldlng scale of 10% of the llSt pr;ce on the first 2 500 cople d 1% 1/2%
4 - 1)

of the second 2, SOO copies, and 15% thereaftér Thrgyarrangenent ass that the

w . ’ s <

publlsher s breakeven polnt is at or near the sales level of 5,000 coples ﬁbr neny

L]

Hﬁ*ﬁ—&
profess1onal books whlch are phbllshed for llmlted markcts end at higher prlces the

breakeven point is assumed to be at dr near . the 3, OOO sales mark and the slldlng

PE

scale is based on 1ncrementS~ f 1,500 coples Conyersely, for trade books that
usually . have low proflt margins and high rlsk factors, the breakevenop01nt 1s cus-—
tomarily taken to be‘lOIOOOvcoplest and the’.sliding scal@ is pased on 1ncrements of

£

5,000 copies. ; T, T . - \ , Y

e . . ’ g . -
. C . . .- . o
- In splte of the- tradltlonal pr1nc1ples and of the standard norms of the L

-

1ndustry, the questlon of royalty rates usually is, settled on an 1nd1V1dual basis .

.

of mutual trust and confidence beEWeen'the publisher‘and the_ author or the'authoris“
I3 ’ . " . (\ .
Y . < e X “’ t
i - 3 v A ~ . .
- y \ ¥ . - -~
% . - . 2 . N
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~agent. It gcés without saying that gompetition for the: successful author, -or for

the untried author whose professiohal contpetence' is widely recognized, has an
elevating effect on rgyalty rates in eyery area of publishing‘.'*

&

) Productlon Costs Smce only. a few book publlshers have thelr own prmt_mg and

bmdmg faC1llt_1es, most bdoks are manufacturéd by contracted suppller§ Usually,
the smaller houses contract ‘for\ then_r producuon on a book—by—book bas1s, the larger .

- ones have long-term contrac wlth their prmc1pal suppllers -~ ‘contracts that ‘often

- -3

" specify pniee rates whlch are protected by escalat_lon clauses However, same

publlshers do buy the paper for all their prmtmg requlrements and supply it to /thel.r
te eeded. . : : _ s [
prm rs as n | , . \ h / &

» . . . )

Because so many hand skills are involved;. book prodhctidn is a labor-inténsive

process‘from begmm_ng to end. Of the total costs of prodhcmg the avérage se-

/

bound book tPle components are abd‘ut 75% for .labor and '25% for materlals.. ']Ihere are, .

of c0urse, variations in this pattern For a technical monograph requn:,lng‘ a can- -

~

' bmat,lon of Monotype and hand composﬂ:lon and a prmtmg of only 2, 000 or 3 000 coples,\

the labqr oomponent caft run as hlgh as 90° For a novel requlrmg Lmotype or cold—

i ’type canp051tlon and a prmtlng of 50, 00@\or 75,000 coples, 1t can run. as low as 20

’ \
-

‘ ’ ‘ ioe, . . . . Al . . .
In accountmg for productlon costs, thercustamary lelSlOﬁ 1s between "plant" .

" cost and "manufacturing" cost. As noted earller, the forn'er is the. cost that goes

s

, for the making of the theoretlcal first copy. It is the same amount‘no matter

whether 1,000 or 100,000 copies are to be prlnt'é‘d. In arriving at a "unit" (or per

'”copy) cost, the amount of thls fixed cost is spread over the quantlty of\g the prmtmg‘

e

prlntmgs,.- ] | _ Y ' oL
’ v . ‘ N R

Of the three components of "manufacturing.;' cost -— paper, presswork-, and bindjng‘—'—'

only the cost of presswork varies Jmportantly with the qu:mtlty of the \prmtlng. The -

per copy cost oﬁ p;aper and binding is aklmost the same , no matter how large the prmt

|
<

< - .. ) ji_:j; ' A

i v




A

N\

!

. N . .
- . -« . ' . ’

order 1is be}ond the first few thousand copies. - ) [.< //é o i . .ﬂ

A

By putting all the profuction cost factors together 1n a tabulation that
' A
_Shows the effect of varlables in. a wide range of prlntlng quanhtities, one can'

percelve how the economy of scaleraffects the per copy %gst Table 2 Ais based

-

on, eetlmated current costs of produc1ng a typical 384 page book 1n 6" x 9% for— —

A ~
v .

mat w1th Smyth sewn sheetS\and hard—cover blndlng (Estlmated costs at Sept—
&nber 1 1974 ,which® had increased by about 12% in eight months.) T?e table . ~
shows. the hlgh unit costs of small printings; also, it discloses how qulckly

the law of diminishing~returns sets4in with respect to the reduction of $uch

»
et

costs by increased size of printings. This phenome?on is the main- reason why

- first printings are:kept down in size to a level that is surprising to n0st

people who are St familiar with the econamics of book production: 'For example,-

. . N . -
at McGraw-Hill -- a large firm'with a widely varying list of over 400 new hard-
- : , ;

s

bound titles each year —-= the ayerage first printing is'currently‘abdht 9,000 )

. ] ° _ ' ,
, copies, while the median size is about 5,000 copieg.

Another varlance in prod_ctlon cost that surprlses many people is the slight

~

difference between the total ‘sts of producing a book in hard covers or paper

[N

covers. The difference s ight because the plant, printing, and;paper costs are

th: same no matter what kind of cover is put on the book Also, a large part of.

the cost of the blndlng process —— that of folding, gatherlng, and trimming the
sheets -- is the same. Thus it is only the costs of the blndlng materials, of the
sewing of sheets, and of the casing-in precess that can be hlgher Sr leower. ‘&eble 3
shows the narrow range of the dlfferences in éhe total cost of producing the same

book (the nodel USed in Table 2) in five different kinds of blndlng

b
" The camparison between the costs of paperbound and clothbound books is not in-

tcnded/to 1mply a 51m11ar1y narrow gap between the cost of a clothbound original

_edltlon and that of a typlcal mass—nerket paperback reprlnt edltlon. Rather, it

x’i./ . : '
/*ﬁ 5

-
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N is ‘intended to suggest the answer to an often heard question: ”Wﬁy canhe
- - F -

Y

textbooks and othor kinds of professional books be produced-and sold in very

cheap paperback editions?" ' <
o AN -

The rass-market paoerba'ck repririt 1is altogethe& a different econcmic
~ Lo A

package " Its plant cost is almost nll the’ quallty of its pr.mtlng and materlals

1s very low, its x"arket has been Well establlshed by the original ed.LtJ.on, so it °

B : .

cah be pr.mted in qua.ntltles ranging up into hundreds of thousan‘ds of coples \in

st

shgrt the econcrn{of scale ‘in its productlon operates on a,very dlfferen order

{ of Amagnltude. S
, = : . - _ R 5 , Oy

v Marketindy Costs. , These costs, whiclr are next highest to production costs, can be |

divided into’ two rr-ajor"dategories: (1) personal selling costs, including the salaries

and expense of field sales and'sales management staff; and (2) advertising and pro—

- 4

motj.c)n'v cos'ts,,, ’\mcluding those of space and direct mail “advertd.sing, of catalogs, of \
. s .
publicity and exhibits, and of free promotional copies.

’ ’]\ ’ C/
As noted earlier, field salés expense runs to high levels in educational pub-.

. ) .
blishing —- this, because competition for markets is both wide and direct. Fér a
large school/f)gbgll(isher with a numerous sales staff that gives away free sample
GOp.‘LeS by ‘the thousands sthig category of sales expense is usually as high as,

[

.16-20% of net: sales \ For a large college publlshe.r, it can amount to 10- 146
~ These levels dre about twice as high as those for trade andgﬁrofesmonal bodk
7 . ) )

~ ) publishers.

M

On the other hand, space advert1s1ng is not .a larg§ 14;\em of expense exceﬁ(é

in trade boo} publlshlng, where 1t nonnally an*aounts to %-6% of net sales annually

Most trade book houses budget advertising expense for each new book a" 8-10% of the ‘

ant1c1pated net sale for the first year If sales run higher than anticipated,- the V3
budgs=t is extended accordmgly, 1f sales do not oome up to expectatlon, the budgeted

amount may not ke spent.




| AN ‘ c- e ' _ :
B S oy

. » T . . . . N . N ’
Direct mdil advertising is an important, item of] expense for only the psblishers

.

;f”§§’~ of professronal boors and ok other high prlced books produced for the spec1al interest

&reader Hers it amounts to a large portion of the total marketlng cost, because the

{

owly way Tost 1nd1v1dual bu)ers can be reéched effectlvely is through spedial- interest
k <o -
mdiling Jlsts It is a costly marketlng nechanlsm Given the high cost of selllng N

and serv1ng s1ngle—copj orders, ‘a publlshcr cannot today afford to undertake direct

)

mail sclllng of any book that is prlced below %8 00 ror $10 00

V] * ) ‘ o
. . s b4 . . (l
To date ,only a few~publishers of'mass—market books have been able to make TV:

t
d .

[
(. ~and radlo advertlslng pay off +In most geographlc broadcast areas,the market for =
% ' books is too thln for successful’ exploltatlon by these media. Stlll a number of *
LT V2
houses contlnue to e/permment ;}th both TV and radlo promotlon 1n hopes of flndlng

+ -

%wbettér key to mass—market selllng. )

%

N o Order Fulfillment Costs. The primary items-in this accounts group are the costs
= ‘ A Y , .. v - . .
. , of warehousing, billing, and shipping. Secondary items are the costs of customer
' ' '_xs. 3 ’ ¢//"> ' o

 service (communications with customers concerning their orders and returns) and of
. Loy, . ) ‘ s T . : ‘e . .
. handling the returns of unsold books. e . " s N

The prudent pgé&isher must think of fulfillment costs in terms of the market
the :
served, for there are ‘wide varlatlons that dre dlrectly related to’ scale of quantltles

shipped. At the low end of the scale is the per copy fulflllnent cost ‘of paperbacks

‘that are shlpped to jobbers in quantiti®s of hundreds or thousands. At the hlgh end

is the profess1onal book that is usually shipped on a s1ngle—copy order to ‘the'in- N

dividual buyer. Thus, the publlsher in calculatlng a P &L estimate for a new P &L

! L3

book must apply the actual per copy fulflllment cost rather than a percentage cost

]

of the net price. At the present tlme,thls cost varies from about 3¢ per copy for v

mass-market ‘paperbacks to as much as 60¢ per’ copy for profe551ona1 books.

\ “ d ‘ - T

* The publisher who specializes in mail order'bo?ks has relatively-a low per copy
oo o e ‘ '
" fulfillment cost. This is because a small number of titles are warehoused and there

-




A 3 N .0 . .

. © is a mechanized.system for billing and shipping single copies fram. prepackaged.
.,’ - - i i i ‘ " a * R

§ inventory. By contrast, the large gegeral publisher:or_the:jobber, who may ward-
, :

= » . . 5 . . W
house’ as many as’ 10,000 to 100,000 titles, has an excessively high cost in filling Lt
the single-copy order on a random, ‘on-demand basis. In fact, if the_'single—copy

‘ ordar is for a low—prlced book, the typical publishor loses noney on the sale,
N ; ' L . o coe 7 %

‘

) The . high cost of han lng returns of unsold booVs(as not as a rule, brokem
: !

out as a se%arate item in publ!shers accoﬁnts JInstead, it is taken as a natural
‘ ' i

part of total shipping and rece1v1ng costs. Yet,it is awery onerous cost, and

@

apparently publishers prefer not to face its 1eallty inp & L "statenents{'

.
Alrost all houses haVL grqund rules that are. c‘upposed to llmlt returns, but these

4

- rules are more often ignored than enforced The»result is & high rate of out—and in
cv shlpnents of lnventory that have reached alnost unbellevable levels in several areas

14

of publlshlnq. The highest rate is in mass—market paperback publlsplng, where .abdut

433% of the value of’all books shipped out are later credited as returns. Rates in

i

other areas that have steadily 1ncreased in recent years are 13% for college books,
142 for trade books, and 12% for profess1onal books The foregOLng’percentages are

bascd on grdSs sales, translated to a net salFs basis, they are pape;backs 75% P

colloge, 18 i trade 16%; rofess1onal 143 - B ‘ _\f. ' oot v
‘ ' ‘ Publishers have long deplored these high, rates of returns —— one doyen of the
i \ . -
try is said to have renmrked ruefully, "It séems that much of Ry anCﬂtory is
gone today and here tormorrow." Stlll,no one has attempted to change the system or
* ; o

S . kY

p ® . even to accomt for its cost. My private and very rough analysis indicates that the

’ expense of the dou¥le handling of uns books is currently between $45 million and ~

$50 million annually. (This is the publishor's %xpense of out-and-in handling costs
[} . . . . . . “ R _

alone, not’ incliding carriage charges, which are‘paid by the custoners.) Admittedly,

—————

\ . Ja- Va R //y
_ it is 1mpos51ble to formulate even a rough ‘estimate. of how many more books are sold
) %

by reason of the liberal return allowances. . All that can be sagd for certain is that

the bresent system is almdst-univgrsally accepted as being a very costly.but recessary

: )
v & .-
- . . . . Lo . ' » ’
) S 5‘5 '
< . : N .
. Yoo
M : e . ,
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. .plant cost; (2) the unit cost, which varies with the nhumber of copies

.0 : " | o
- e e . .

o
[ - . AN

"evil. lndvvd; many publishers and most booksellers belie@e,that if Lib-

v

~

-

. + - - - N
eral return pFlVLllgCH were”not allowed, the whole book'}istribution Sys-

tem would collapsc overnight ) )
S ‘
.

3

. B . - L}
Overhead Expense) 'includes:compensation and e{?ense of general offieérs
= B . \

- DT

-and managers;”rent gnd other real estatewexpense; actowdting and data pro-

\ . . \ v \ - 6 N
cessing; office serv1ees, personnel serviges and emplﬁyee benefits, soeial

) } 1. .-

seeurity and’ p?operty taxes. In the P & L- statements of most publishers

N .

- \
“this eategory of expense does not include- sych corporate income-and~ expense>'

' 1tans as fees for outside legal and ahditing services, interest ‘paid on-

g ;

° a

loans, 1neomehfrom investeé\eapital and the 11ke. . . .o

Sinee book pdblishing is a nonmanufacturing 1ndustry and aQ\ost all

a lf .
its>employees are salaried, the cost. of\emploige eompensation and ‘benefits

. \

runs hiwher than .i* dges in most qther 1ndustr1es. Also, because almost’
. . . : )
call publishers'are located in high—rdht metropolitan arcas (eoneehtrated -
; 4
E . L

1argely in New York, Beoston, Philadelphia> and Chica&o)>cthe cost of otcu-
)

- ‘pancy, rdns\ynusually hlgh.- These faetors> plusvthe high cost “of aeeount—

'Y Q

ing {or myriads of sales and royalty transactions, combi & "to push up the
. ! * -~ : . -

‘ v , _ N
" industry's general and administrative rate tg a-total that is considerably

. - \ . : : i

hidher than that ofs<most other industries.
; ‘ 0N

| ~

Prieingrpolicy and Pgaetiee.u There are several factors that must‘be a part
p

. . |

of any formnla for establishlng the list prbge of a new bodc: (¥ the fixed
S ! A

printed; (3) the dipeount at which, the book’ will be sold (ov. the relation-

ship between the list and the net pricc); (M) tho.r09a1ty‘cost, which‘may

E -

| , a0 {oht. , : : L .
. - ' - 1‘ - . * v @ . H b
General and Administrative bxpgense. This group of accounts (often,l: od-/-

Y i ' " .

41

e

[}
-~

3

vary with the levels of cumulated sales; (5) the estimated per copy cost of,

'
- * ~
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4

. order fulfillment, including the prospective cost of ahdlingvretﬁrns; b » .’

5 vclatddythe‘

- (7) the time ftactor of vaeﬁfovy-tnﬁnqwer,Awith which

?cosg of mainfaining slow-selling-inventory; (8) the unit cost of a re-

' N . PO ! :
, -print, which can vary widcly with different kinds of bookeé having dif- (
- . - ’ . . ”
) s s - -
ferent bales'prelb. T . G Y R .

‘In- addition to these tangible factors, two intamgibl ones often o :

. ‘ have to be considered: (1) the phySﬁCdl qlzg'and appearan €,0£ the book *

‘ i . \? i
~ -
: as a consumer, package; and (2) the llmltatlon of what the prOSpective )

. - ° ’ - -

| consumer is able or willing to pay. . - \ Vj
. ‘ . - : ¢ -

- '.’;/,/// _Book'pricingf}és tradifionally a persanalized aprt -- sbmetﬂfng,fﬁat

, e ey . i . : t .
‘was learned largely by tnial-and-error experience. zbe‘publisher knét.
. . . N v . 4 \\ i
' his product{on costs ‘and operating expense rates- in sOme areas h?:¥new
p .

L 4. his markets, in otherb'he had to guess QQEZ;; Frmni%us knuwlcdge he- could

> o Qsﬂiii_fi ain rule-of- thumb formulas for profitable prlclng of varloua

. . school '
kinds of books. He knew that the typlca%ﬂtcxtbook hdd to be' priced

: : ¢ . .
=~ . . ( . N -

roughly at three or four times its production cost; andjthat the multi- ”

Yo ple for a collegc‘jext was fo%r or five; RXor a tradc book fivefop six;

' fbr a specialized‘treatise or mail. order book, six, seven, or even eight. )
s L) ) Q‘/‘ ) 4 - » . ) . . A R
Using these rough formulag, he applied a kind of mentalncaiculus and came

-
: - . N | . ‘
‘e .t :. -

up with prices“that ofteg were taken to be the pro@yct of "seat of the

v

g . R ~ .- . . o . ' .
ﬁpants intuition. \ . ' ‘ - R o
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Today, boéL pr1c1ng usually is dOnU‘lﬂ a far more sc1ent1f1@ way.

Q

v Moit publlsherq now ﬁavc, or have access to, computcrxfac1llt1cs that -é
l - s\‘ .
produqe for each ncw Qook a range oféﬁ?pothetical models of profit-and-~ - St
. . Al v . .

loss rcsylté. These models provide alternatives for a far more precise .
- ¥) . .

appllcatlon of the publisher's Judgmcnt -~ which will always: be,,of

codvsc, the\Tost important 1n&ved1gnt of the prLCﬁ)g process. cw
. . . ! . ‘§‘
Direct ompetition in the marketplace ds an,lmpovtant chtor in'prib— , g
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ing certain kinds of sbooks, notabli'tex;books and standard reference
. - g ; . - i . ’ , - N v i ~ ) .
works sqgh as dictionaries, atlases, almanads, handbooks, encyclo=

) - . )
pbdia§~etc.r The publisher of such books always keeps a sharp.eye on the

pPlCCS of dlrectLy eompgtltlvo boob; and thﬁs comparatlve attentlon

v
-

operatgs to keep prices down. In othev\:reas of, publlshlng where poten—

taal purchasers. cuatomav;ly do not pgake sclection of one book agalnst
| T . dollar
N /another, only gereral competltlon for the consumer "sAls a factor 1n price

\ ‘.

determination., .
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. A pecuilar pricingspractice that confuses the general public occurs
— 1
, when % new book is publlshed in both hard- -cover “and papercover edltlons.
»

Customarlfy, the former is overpriceg:and the latter is substantlally

underprlgedyﬂ—rand the publlgher hopes to gain through,addltlonal sales
- — ‘ : .

what is lost on the,profit margin of the’papenbéck'edition. Often the '

’ o 2 e Y
hapd cover edltron is produced only to satlsfy the demand of those librar-
* ‘

ies that wall not buy paperback books. » ¢

@
¥

In ponderxng the ‘Fange in prices of different kinds of books,.one -

should always keep in mind the fact that “there is a wide difference in:
. [l / , - . .

the publisher's net' receipts after decductions. from‘the'list price'for

dealers'.discopntsﬁanq authors' fo§alty} The range of the receipts after
> i B .

such deductions.is from approximately 70% of list Rplce for profe551onal

¢

books to appgoximately 43% fop mé@s.market pape@%acks. The -amqunt i@,

]

' -

in effect, the pubiisher's "take-home pgy" from the "average sales,fraﬁs—

A : . e . . & . .
action. in his particular area of publishing., Naturallyw list prices, .
N ST . .

Y » '

¢

Juust reflect these .variations as well as those in production costs and
- . .
! ‘ h v )
operating expcnscs. ‘ , ' : : Y
, ) .
. - ‘ . , , . ,
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Export Sales. TFor the book indoé?ny as a whole, exporf,sales are of |

e, L
$1nor 1mportance in both volume and profltablllhy. Statlstlcal records

(
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in, the arca are 1ntompchc and lawed but LXpEFtS estlmate the volume
to bc ahonl % bﬂ oﬂ thL total anmnudl salds oi Lhe U. 5. )oék industry.
\ L4 : . L .
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Houevcr, export sales are‘qpitc.pmportant.iﬂ certain s bjéct areas of
~ R T o ! .
; . - \

pnbllshlnga notahly in'ﬁcicnce, technology% medicine, business admin-.
g ‘ . G ,
. . . LN v
istration, and Hnddstrldl managementc Publlshcrs wh spec1alf4c in .one
or more Of thcse arcas can export as much as 20% to 30 of their* product .
e . .
.\ , Pi .

lndeed, an atthoritative treatise or,monograph.in any of them often,sells"

as many copies abroad as at home. ﬁ\_f,///A , . )
o ';\ . ' . ‘ f\ - . v
Several advérse conditions make export selling unattractive to the |
» s ’ . . . T ) N . R’v A o
average U.S. publisher. In most foreign countries, markets are thln, 7
o . . . ‘ : A v - L.
salcs costs arc high, and purchasing gower is low»i (Great Brit5§n, Canlf

v -

‘ada, Australla,.and Japan are exceptlons to this rule. ) In add tlon,. ",

\—' ' s4/‘3r

‘thL terms and risks of customer credlt are costly, Wwhich is to say that

compared with domestic experlencc, @ol&ections take far longer and.
< - . .

n ~ 3 ~ ‘..', . -
. losscs on defaults are far higher. "Further, in many, countries,th®re is

\ currency exchanec for dollar a~ments. -Faced with these adverse .con-
Yy g . Yy

; : : 1 . T
always “the difficult problem of arranging ad@quate allowance.of soft= |

. . / : .
ditiong,* the U.S. publishen has to work wery hard to make a satisfactory
\ : - ’l‘ ) . ,
dircct profit on export sdles. This appears to be tlie reason- wity most,
‘. ’ . - ¢ R ) '
firms are content with their exploitation of gome markets.

- ' ' 14 .
The untavorable cohditions that depress direct profits on export

’

sales’ are mitigated- by an advantage that 1nd1rectly adds td proflt

. ‘ r
This s thc adA/tLonul ppoflt that pcsults from larger prlntlnhs aL lower:

unit costs of Spccializcd,books -+ larger printings that are made possible
v - \ . ' .

‘

\ - ’ \
. . v -

'by thc addition of export salces to ordiubri]y limited domestic sales. To

-

1llustnrate It the publlshcr of a spec1d!14cd trcatrsc’ln sclcnce can

pant, say, 2 000 copies lor'cxport sa]c in a\ﬂltlon to 3, 000 copies for

N ' ‘
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prlntlng and reprography have both helped and' harmed the ‘book’ 1ndustry

*
e -1 £ .
. ,“ ) A ) 3 ‘ : , T . /
domesttc snhp, he effects a sharp‘%hducti n in the per-copy productign‘coét

',“U ' . - . . " - .
and thus substantially incrcases the margin yor profit on domestic sales.

-~ °

"The result is a hidden profit, but\lt is noretheless real, and 1t serves -

;. °

as an\lncentlve to kecp thc Spe01a£ized publlsher‘hustllng tor forclgn

sales. Indced, ﬂ%ny monoqnaphlc WOFkb now produced 1n'ﬂ1e Unlted States
ﬂ"'*\‘ .

could notLbe publlshcd ﬁor d\mestlc markets;alone‘ Only the tctal in-

terhatlonq} market -- ﬁhe comblnatlon of domestlc and oreig n;éales ——

. 18 sufilclent te sustaln the c;Lts of publlshlng the méaorlty of such

WOrks in eur country today. o »5 # “\ v

° , ) . - . -‘» ‘ - .
FcOnomlc Impact of New Technolo " Recent tcchnoloq1cal advances-ln o '
- % . . /
. .

ﬁvThe help has come on the producgion 51de, the harm on the ut;llzatlon

]

- - ) .‘, Y ‘ ‘.“'“\. ’ ° .“.
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On the production side, the past two decades have seen a .number of
+ - . . e . ‘ ) PRI . ’ 2 . \
significant improvements in the‘machinerQ\and,processes,for printing and’
+ N . . . v 4 -

binding; Computer-assisted composition has reduced the tiﬁe and'costd;
|

t

factors in produclnq many klnds of books, espcclally those that must be

e - -

_rev1sed and republlshed periodically, such as dlrectorles, handbooks, d1c—
tlonarles, encyclopedlas,.and volumes of statlstlcal ahd numerical. data.
Further,_the wide employment of vastly improved technlquee of photocom-
'pOSLtlon (typesettlng on fllm) has ellmlnated much of. the hand-skill tech~.

nology and cost of traditional hot—metal comp051t10n..’And né@ equlpment
\— -

for automatic plate-making from film has had the same effect in this )c' :
. . . . e, ‘ ’
costly area of production. _ - . £
/- | '

© Many advances have been made also in the tcchnology of presswork and*

.
v .
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';thivty or forty years aéo;

‘m@t,yery fast plate changes and-low spoilage of paper. The use-of such

,books having the same format and paper specificationss

) < . l N '.4‘_21_ - - .

o . . . co- s B .
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binding. leantlc offget web presses that deltvevlfolded sheets now pro-

'd .and OOJt reduetLon that were undteamed of

duee_book5 nt_vateb ol spd

ne of the most notable of all improveMents
'3 . A -

ility wf adhesive bindjing, which has not .

been .as widely acteptest and uSed as it should be. )

- -

‘Unfortunately for thc‘average~poblisherj much of“tﬁe'ﬁew printihg"
- L4 - -

technology can: be applled only to straloht matter books that are prlnEed

- ‘

- R
in quantltles Q& LO,,OUO copies or mobe. Thls wthat about 60% _of the

L]

new books publlshed today do not qual’fy (for, Sther,'quantify) for'the

A
beqeflts. However,‘there has been some ctonomic -gain 1n the development

of shovtLrun offset web presses that deliver folded signatures and per-
\ . . ! - " \ C'v" ’ . . . R

+

. v‘ ., - o 4 ’ -
presses ellmﬁnates mucly of the slow and gostly "make~ready' operation that

-

was ‘necessary 1in changing plates on:the old style lefterpress machines.

But these new presses can be used to large advantage\only when several
*an be "gang pring-

!

. ed" in asingle press run. Therefore, ohly the larger houses arg,able to

#®
take full advantage of the sehedullng“requlrements of these new'.presses.

- -

‘ .
Another area where costs. have becn redueed by ?ﬁgroved teeknology .

. P .

is the’ CompOSLLlOH of books ‘that hawe . hLoh eontent of numerLcal and sym—
- &
bOllC eharaeters. Here typeqettlng that was tradltlonally done by a eom~

8

bination Uf Monotype and hand composition is. now- done by monofilm, WhICh

is an applitation of Monotypc egulpment to photo eompos;tlon with-film
Y . * » - N . . ) - ; . Lo
rather than mctal: This process has effeeted:.-big savings in the compo-

sition of domplex mathematical eguations, chemical formulas, etc. Still,

a good p%rt of this.proeessg~although it is computer assisted, must be

~doue by skilledshands. : ' .

S

4

v

.In general,it can be said that, although much progress has been made.. ~

q . ) . e : : ' s
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« in several areas of composition and printing technology, thfre has beéen v
L T .

no truly revolutionary_dgvelopment in recent years. ‘Agd ceptainly,thea

advances on the whole have rnot redulted in large reductions of prodic- -

- v
- . q
~ . - . . ‘ '
. . - a

tion costd. o ’ ' .o ’ S,
‘\/__ v . 7 - M . R R " ' _ . .
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o Some ‘obsefvers of’ the publlshlng scene have urged that mone atten—
LN :
tiom be rr1ve,n to the,practlcablllty of orlwlnal publlshlng ih mlcrogra— -

» '...

=,

1c form == by mlcroflkm, mlcroflche, or mlcroprlnt ‘_To date,this form

_has‘been successfully employed Only for republication of but—df—printﬁ

WOfki - for sebials addvlarga\volumﬁsaof‘aqllgctéd papers and;gof ﬁulti;v
volume clasaics.firat published in quk form. Here, the prpfitable ventures

) hade been~mas€1ve and high-gr ﬁced.packages that are sdid by~subscriptioh
Ain advaaae of'publlcaélqn. 2 few commercgal flrma and two or three uni-
Qersi Y pressé; have-expéﬁimented Jith mlcrofoym Qubllshlng-of current\

’

« single¢-volume WOrks@wé%d the result ir nearly every case has been economic

- . -

fallure. This fgﬁ&wre can be attrtbuted to scveral factors " (1) user re-

sistance, whlch is caused largely by the fact that -effective. and moder— du

S—

ately prlqu readeﬁ%prlnters have not yet baen perfected (2) m;rketlng

’ [4

S .
and fulfilM¥mnent cG%ts, which are-unbgg;ably hlgh in relatlon to %cceptable‘.
tevels~of sales ‘price; and (3) slow < demand" sales of prlnts mad & from ‘

a master negativé or plate, which are ngither immediate enough nor large

enough in d@ilar volume ko Bé attractivel for eﬁtrepreneural.inveafﬁent.
s - ' :

In ;hort, the technology of the software is vacdceptable, bdt that Qf the

s - ‘ ' ’ N M e
!1ardwareigé ndt,}wﬁ%léithc economics ‘of pT%cing»andvof sell%ng« and dis-
tribution to the iddividual customer 1is idpossibie; But in spite of cur-
'renEIfallurcs, aomc book publlshers still believe fhat mlcrographlcs W1ll
one day be Qidely used for several kinds of limlted‘editlon works. Cer-

tainly, eoafiﬁhed expcrimentation with the medium canlbe-expébted;&

ot
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As to the-haprmful impact of the new reprographic technology, the,

*

s . . - N . » - '
coré question,is whether, and by how much, unaithorized and possibly
v . ' N . ¥ . R " s - . K

unlawfuL~photocdpyinQ of copyrighted work$ ‘is reducing book sa es. &

e ' ' | B T .
' Almost everyone concerned agrees that such copylng is extensiykly dOne,

w oo .
.

, ) : |
but‘therc isowide disawreCIan on the extents oi ilts Lcwallty and of -
/

.
5 4

. : S N

dts. adVerse effect on thc book 1ndustry ”

y : Book publish‘crs, aiono w1th most of thc1r‘authors, .are cong‘llnced

that unrestralned photocopylng has for some ‘years reduced the sale of,

- Several classes of books that lend fhemselves to copylna in part,llnclud—
. . . a : q% ) ) . . i
ing antholoéies, encyclopedias,»dictiqnarics, handbooks,'statistical re-

. - \ . “<\ .

ports, science monocraphs, etc. \Copyrlght owner& are especlally concerned

. A

over llbrary photDcopy1nﬂ,~~ copxﬂng of a King and. in an amount that sub—’

L]

L dk‘StltUtES the copled pért for the book,;tself and thereby decreases the’

& i) .
demand for the orlglnal work. They'are also concerned cver recen ly Y
increased@photocpbying that has been made'expedient and feasible at bor- .

re
~

rowing libraries by revved~up systems for interlibrary loans. llere they

see.an added depression:of sales that is the dircct consequence of the

.

recenx Growth of statewide and regional library networks that offer high-
_ yrow} L & g i Y _ g

o~ ) [ . \

speed retrieval of bibliographic information plus remote catal gue access .

and circulation control. These computer-based %ervices have grealy fac-
. oo » " ! .

.

- : _ ] , . : #
ilitated the bor€9w~and—copy proecess, and thus they have made satellite

b fa' o -

> 1 14 1. T ) - B
~ibraries far Toss dependent-on their own holdings. The result is an
\ . ' . - . ‘ } ) ) UK 4 -
extens¥on of use of the original publication in a sysitem where a single ~
. cmyy;nbw suffices wherce four or five copies were necded a few’years ago --

©and where, it is Fearved, thp.ﬁnhym:rclatibnshib could be dne to 20 or 30.

o F .
.

: In shert, authors and publishers togcther,beLieWe"glat”they arefnow ‘suf-
L X : ¢ .
Esring incrensing cconomic damage from photocopying by, at, or near the

-
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lnsuiav llbrary, and that thLy will 1neVLtably suffer much morc, system-

- s
-

atloally oveanized -facilities for copying Wlthln libravy nctworks.

¢ r@ the contrary, librarians and ceptaln classes of users of llbrary

i 3

sorv1£tq {notably cdycaters and rcucarthers) claim that the extent of-

-

the damage has been exaggerated in a mislcading way . They insist'that

P

thcy must have more freedom from’ copyright restrlctlon, else their profes-

.

‘51onal efforts in bekalf of progress -and the publlc welfare Wlll be ser-

10usly 1mpeded Further, most llbrarlans clalm that books aré€ copled far

L ' 2

less f!equently and extensively than perlodlcals - whlch seems to be )

)

true of research and spec1al llbrarlgs, but not true’of educatlonal and "

public libraries. In short, they either dismiss or heav1ly -discount the

[y
)

publishen's clalm oﬂveconomlc damage.

~

&
>d N

Unfcrtunately,‘there 15 llttlE‘SOlld ev1dence to support elther side

- .
¢ .

of’ this argument. It 1s a@so unfortunate that thé issue is dceply en-
T . ! 0// -
meshed with the effort to rev1se our anthuated copyright law'-- an effort -

v

tiat has gone on in a- desulto%y way for some flﬁteen years. -The 51tuat1bn '

CPlCS -out for a thorough, factu—l and obJectlve study that w1ll bc condu-
¥

-

cive to more llqht and less heat in the currcnt controversy..
. NOTES AND REFERE\ICES S _' T

1. Almost the same result would be obtalncd by. applylng rellable 1ndustry

v -~
estimates of book prlce 1ncreases in recent years, namcly 3-4% anhu-

* .« ar

Jally. . o e , . 'EG ST

A3

v i)

2. These annual sLatlstlcal reports‘are not rcllable for hlstOrlcab com-

3

N ' A
par;sons. The ground rules for thelr comgllatlon have changed from -

)
time to ﬁlmc, for cxample reprlnt and papcrback editions were counted

. .
* P 4 . Jy

. - . '; o
as new productions,for the first<time in 1970, which caused an aber-

- —

+

»
~

rational increasc of 22% for the one year alone. 'Further,_ the.system
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at Publishers Weeklv for gathering industryfwide infbrmatfon'hag -
. : v i
‘bden improved in recent y®ars. - llence,the rate of actual incrcease -
& . .
. - P = . ‘-
in new book production has not been as high as the Publisbers ‘.
, . . R -
Weekly record indicates. . T ' , -
— . . L - _
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