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Modern Publishing Implications
Ken Michaels, COO HBG



“The more things change, the

more they remain the same.”
— Alphonse Karr



Publishing Constants

Finding Talent
Funding
Author Care
Quality of Work
Innovation
Marketing Reach
Sales and Distribution



“Change is the law of life
and those who look only to
the past or present are
certain to miss the future.”

—John F. Kennedy



Device Unit Sales in 2010
p eBook Sales &

60M i?hones 8
15M iPads Devices Timeline
6-8 M Kindles | @MaAZoN.conm

1-2M Nooks &
Nookcolors BARMNES . <-NOBLE

eReader
prices cut
summer
2010

1998 - 2007 2008 2009 2010 2011
* Rocket eBook * Sony Reader v2 * iPhone 3G * iPad * iPhone 5
« Franklin eReader « iPhone v1 * Kindle v2 * Aluretek Libre * Kindle Fire
e Plam PDA e Kindle v1 * Kindle DX eReader * Motorola Xoom
« Blackberry « HTC G1 Android * iPhone 3GS * Sony Pocket Touch v2 | ¢ Viewsonic Viewpad
« iREX * Bookeen Cybook * Motorola Droid X * Dell Streak 7
« Sony Reader v1 Opus * Kindle DX 2 * Kobo Vox
* B&N nook * Kobo Reader * HTC Thunderbolt
* Sony Pocket Touch, * iPhone 4 * Motorola Droid Bionic
Daily Edition * Kindle 3G ...

* Sony Daily Edition v2
* Kindle DX Graphite

* HTC Google gPad

* Samsung Galaxy Tab
* Blackberry Playbook
* B&N NOOK color
Ebook sales figures from Bookstats 5 * Blio Color




Content Centric Workflow — Format Agnostic




What Digital means for sell-through...
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* Average return for HBG titles in 2010 7



Physical Returns
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Speed and Cost will Drive Method

Full PPB Cost

em»Domestic Offset

e |nk Jet

Print On Demand

25¢ 500 750 1,000 1,500 2,000 2,500 5,§ao 7,500 10,000 15,000 20,('00
Print On Ink Jet to Inventory I Web Offset Print
Demand to Inventory

Direct forecasted replenishment to the ideal manufacturing platforms
based on inventory turn targets and specification limits of assets.



Inventory Intelligence: managing volume and capacity

Projected Demand/Week
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New Capabilities Require Enterprise-Wide Integration

Externally Internally Power of Data - Enhanced
Generated Data Generated Data Analytics with Scale Decision Support

Product Planning

POS Activity

Sales Budgets

Consumer Sentiment Sales Planning

Marketing Plans Data

Product Analytics Warehouse

Inventory

Historical Sales Planning

Web Analytics
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Print Planning

Feedback Loops



Traditional publishing org structure ... working in silos

. Contracts
Publishers & Royalties

Editorial G

Publicity

Managing B
Editorial

= Fulfillment

Distribution
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New Model: Process Simplicity, Integration of Workflows,
and Continuous Improvement

Digital
Workflow
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Brand Management

Strengthening Brand Awareness & Demand with stronger

Publicity/ Marketing Tools

PUBLICITY
INTELLIGENCE
PLATFORM
Contact List Campaign
Management Management Management
* Influencers * Targeted distribution of * Event-based, time-
marketing materials sensitive marketing
e Qutbound & inbound activities:
marketing * Tours & signings

* National media spots
e Social media

14



Digital Sales Tools

The publishing industry is developing new tools that are

dramatically changing how we promote and sell content
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Interactive Publisher Catalogs
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* Bloggers * Independent e Sales Force

e Reviewers Booksellers e All Booksellers
e« Media e Retailers [HBG Proprietary]
e Librarians

e Educators
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Create Content Once for All Forms of Consumption
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Creative
Content

@®

Social | Software Pictures
Reader | Building Blocks | Contests
Blogs Video | Audio | Maps | Games

A 4

Digital Distribution
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Foster a Strong Corporate Team Culture
& Focus On Talent Management

Career

Management Recognition &

Reward
Programs

Performance
Management

Training & N’ Support
Development WL B oess Team Culture

Recruitment e .
& Selection S LT, | i




Challenges to Supply Chain Partners

What we expect:

* Help workflow integration

e Capacity & speed guarantees (SLAS)
* Marketing material will be digital

* Analytics valued

* Feedback loops & workflow



“All is connected... no one
thing can change by itself.”

— Paul Hawken

(Yoga Journal)



