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Analysis of ITU publication sales trends, 2000

1.
Introduction

The purpose of this document is to present a critical analysis of the sales performance of ITU publications during 2000 in the context of longer-term trends. The year 2000 accounts cover the first half of the 2000-01 biennium accounts, and therefore have not been audited and will not be submitted to Council this summer. Nevertheless, the results are worthy of close attention because they represent the last year before the introduction of the fundamental changes made under the “free Recommendations” policy, agreed by Council in 2000 (document C00/46). 

This document illustrates some of the main trends, notably the continuing rise of electronic publications, in graphical and tabular form. The basic data for 2000 (paper and CD-ROM publications) is extracted from the SAP database and is available in Excel format in a file on drive X://sg/sec/spu/Kelly/ippc/2000 results/CompteEx2000_Master2.xls. Additional data is taken from the annual “Compte d’Exploitation des Publications” and the “Tableau de Bord” (for online and electronic bookshop sales) also available on the drive. For financial data, it is advisable to make comparisons only for the period since 1995, as there was a significant change in costing methodology in that year (e.g., transfer of posts from the ordinary to the publications budget, and restatement of the value of inventory to a nominal CHF 1). For actual sales data, however, a longer time-series can be used.

2.
2000 highlights in review

Figure 1:  ITU publication sales trends, 1992-2000, and surplus/deficit by Sector, 2000

[image: image1.wmf]10.1

12.6

14.2

14.2

15.5

14.2

9.7

11.6

11.6

1992

1993

1994

1995

1996

1997

1998

1999

2000

Publication sales, 

in CHF million

Biennium

   [image: image2.wmf]-0.5

0.5

1.5

2.5

3.5

ITU-D

ITU-R

ITU-T

GS

-19.0%

15.3%

51.4%

-9.1%

Surplus/deficit as % 

of income

Surplus/deficit by Sector, 

in CHF million


Note:
In the right chart, general expenses and Royalties have not been reallocated to the Sectors.
Source:
Compte d’Exploitation des Publications (various years).

The revenue derived from sales of publications in 2000 (CHF 14.164 million) was almost identical to 1998 (the first half of the last biennium) but around CHF 1.3 million (8.5 per cent) down on that achieved in 1999. Because there is a regular pattern for the second half of the biennium to produce higher results than the first (for instance due to accounting practices for royalty payments), this decline should not be viewed with too much alarm. Arguably of greater significance is the increase achieved in the surplus of sales over direct costs, which is one of the reasons for the move towards limited free distribution. In 2000, an unaudited “surplus” of CHF 3.587 million (25.3 per cent) was recorded, which is higher than that achieved in the full biennium 1998/99 (CHF 3.2 million, or 10.8 per cent). The reasons for the reduction in costs are explored in more detail below. 

The total sales for 2000 were in line with that predicted in the 2000-01 budget (CHF 14 million) and continue the trend of improvement since the early part of the 1990s. However, it is likely that, as a result of the new policy, total sales will be lower in 2001.

The highest nominal profits were achieved in the Standardization Sector, which achieved a surplus just short of CHF 4 million (before frais generaux are taken into account) on sales of CHF 6.5million. However, ITU-T sales have declined since their peak in 1997 and are likely to be the hardest hit by the “free Recommendations” policy. The Radiocommunications Sector was actually ahead of the Standardization sector in terms of sales, but with a “surplus” of only CHF 1 million. Publications of both the Development Sector and General Secretariat were both nominally loss making, mainly due to over-runs on paper-based conference publications. The performance of different sectors is explored in more detail below. 

3.
The continuing rise of electronic publications

During 2000, the transition from paper-based to electronic publications continued, though the decline in paper sales was not as precipitous as before (Figure 2 and Table 1). Whereas in the 1996/97 biennium, paper had provided two-thirds of revenue, it now provides less than half. The fall in paper sales of Recommendations is accelerating. For ITU-T Recommendations paper now accounts for just half a million Swiss francs worth of sales (9 per cent) compared with more than 7 million Swiss francs in 1990. But the continuing healthy sales from paper-based ITU-R maritime publications and service documents help to sustain the total. Paper-based sales can be expected to fall further in the next few years. 

Fortunately the decline in paper sales is offset by a continuing strong performance from electronic publications. Sales via the electronic bookshop continued to increase and exceeded CHF 1 million, or 7.5 per cent of the total, for the first time. Electronic Bookshops sales included a modest contribution also from ITU TELECOM. CD-Rom sales declined for the first time, but sales of online subscriptions remained relatively steady. The General Secretariat remains the most dependent on paper-based publications (e.g., Conference Final Acts) and the Standardization Sector the least. This partly explains the differences in their level of surplus and deficit.
Figure 2:  Sales of ITU publications by media, 1994-00, and broken down by Sector, 2000

In Swiss Francs, million, and in percentages
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Note:
Income from royalties is excluded from the right chart, as the breakdown is not available by Sector.

Source:
“Compte d’Exploitation” and “Tableau de Bord.

4.
Best-sellers

Analysis of the ITU’s “best sellers” reveals important information concerning sales trends. As ever, ITU-T Recommendations and ITU-R Maritime Publications are the main publications families in terms of sales revenue, contributing more than two thirds of the total revenue. In 2000, ITU-T Recommendation sales were worth some SFr 6.2 million, continuing the slow decline since 1997. This fall is due mainly to an accelerating decline in sales of Recommendations on paper, which were down by some 40 per cent compared with 1999 levels (see Figure 3 and Table 2). Already, the print run has been reduced to 160 copies since 15 March 2001 for ITU-T Recommendations and 170 copies for ITU-R Recommendations, but this may still be too high. In the period to April 2000, no recommendations sold more than 140 copies on paper and the majority sold none at all. ITU should start preparing to eliminate routine paper production of certain titles and language editions as, for instance, ETSI has done. During the year some 47’000 copies of ITU-T Recommendations were printed (a big improvement on the 300’000 or so paper copies printed in the previous biennium) but fewer than half this number were actually sold, meaning that inventory continued to increase.

In the BDT, sales of Recommendations and Manuals fell dramatically during the year, to just CHF17K compared with CHF 41K in 1999, slipping out of the top ten. Fewer than 300 of the 60’000 paper copies of ITU-D Recommendations in stock were sold during the year. Interestingly, since they were made available via the e-bookshop free of charge at the start of 2001, only two copies have been downloaded, suggesting that the problem is one of visibility rather than price. It is almost impossible to find ITU-D Recommendations and manuals on the ITU-D website. By contrast, e-Bookshop sales of BDT/SGO Telecom Indicators and regulatory publications (not available under the “free” scheme) amounted to more than CHF107’000 in the first five months of 2001 (1’300 downloads).
Box 1: ITU News

One of the main concerns of the IPPC over recent years has been the future of the ITU News. The CoCo, in 1997, asked the IPPC to examine the ITU News and in particular to address the issue of the budget over-run that was experienced at that time, while continuing to promote wider dissemination. As part of this work, the IPPC has taken a number of steps:

· A user survey was commissioned and reported in 1997;

· As a result, a decision was taken by the CoCo to limit free distribution of the ITU News to Member States and Sector Members of the Union. This policy was implemented, starting in the second half of 1999. A subscription policy was introduced for non-Members, at around CHF 100 per year;

· A free-of-charge website was established in 1999. By early 2000, this was concurrent with the printed version.
· Following an internal study, a decision was taken to invest in colour printers to enable the printing of the News in-house, starting in mid-2000.
· Internal staffing changes in the ITU News saw the suppression of a number of editorial positions in the 2000/01 budget. Further savings are planned in 2002/03 with a redeployment of tasks to focus on web publishing.

As a result of these reforms, the IPPC can “declare victory” on the first part of the mandate from the CoCo. Despite the fact that the budget has been reduced by around 15 per cent since 1999, costs that were previously in excess of budget are now under better control. Although the level of cost recovery for the ITU News is still below ten per cent, the more significant statistic is that the budget over-run (around 15 per cent in 2000) could become an underspend during 2001. This is partly due to retirement of staff and partly because of the shift to printing in-house and a reduction in copies distributed. As of April 2001, the number of paid copies amounted to around 362 out of a subscriber base of 7’241. The website is also proving popular. Some 43’000 pages were downloaded from the website by more than 8’000 visitors in September 2000. The IPPC is continuing to deliberate on the second part of the CoCo mandate, namely to look at measures to widen disseminate now that a more stable financial footing has been established, and will report later.
Box Table 1: Income and expenditure for ITU News
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Source:
SAP.
The rise of maritime publications continues. Sales of maritime publications surpassed CHF 4.4 million in 2000, an increase of almost one-third on the previous year. True “best-sellers”, such as List of Coast Stations, sold almost 22’000 copies worth more than CHF 1.2 million, while “List of Ship Stations” sold more than 19’000 copies worth CHF 1.5 million. The “List of Radiodetermination and special service stations”, published last in 1997, also pulled in more than CHF 1 million. Other ITU-R publications series either grew or declined in sales, according to their publication cycle. 

Among other publication families, sales of BDT/SPU telecommunication indicator and regulatory publications fell slightly during the year, mainly due to the fact that no new edition of the World Telecommunication Development Report was published during the year. However, new publication titles, such as “Trends in Telecom Reform” and “ITU Internet Reports” sold well, mainly via the e-bookshop. The introduction of an online subscription for these indicator and regulatory publications is long overdue.

Table 2: Best-selling families of publications, 1998-2000

Sales in thousands of Swiss Francs

	Rank
	Publication series
	1998
	% change 1997-1998
	1999
	% change 1998-1999
	2000
	% change 1999-2000

	1
	ITU-T Recommendations
	6'583
	-2.3%
	6'409
	-2.6%
	6'225
	-2.9%

	
	Of which:

	
	    Paper
	1'512
	-26.9%
	924
	-38.9%
	554
	-40.0%

	
	    Online+bookshop
	2'978
	12.3%
	3'253
	9.2%
	3'484
	7.1%

	
	    CD-ROM
	2'093
	3.8%
	2'233
	6.7%
	2'187
	-2.1%

	
	

	2
	ITU-R Maritime
	3'128
	19.9%
	3'319
	6.1%
	4'405
	32.7%

	3
	ITU-R Recommendations
	841
	32.7%
	919
	9.2%
	860
	-6.4%

	4
	ITU-R Non-Maritime
	479
	-53.9%
	493
	3.0%
	563
	14.0%

	5
	Telecom Indicators & Regulatory
	512
	-21.8%
	597
	16.6%
	463
	-22.4%

	6
	ITU-R Manuals
	269
	-9.9%
	911
	238.7%
	340
	-62.7%

	7
	ITU-R Regulatory
	1'168
	9.6%
	1'851
	58.5%
	310
	-83.2%

	8
	ITU-T Operational Bull.
	238
	-5.3%
	219
	-8.2%
	209
	-225.5

	9
	ITU News (incl. Ads)
	0
	n.a.
	49
	n.a.
	82
	67.3%

	10
	SG Regulatory
	55
	-17.5%
	34
	-39.1%
	25
	-24.3%

	
	Top 10 Series
	13'273
	-0.6%
	14'793
	11.5%
	13'482
	-8.9%

	
	Other publications
	716
	-12.7%
	833
	16.3%
	673
	-19.3%

	
	All publications
	13'989
	-1.3%
	15'626
	11.7%
	14'155
	-9.4%

	
	Top pubs as % of all
	94.9%
	
	94.7%
	
	95.5%
	


Source:
Publications account, Tableau de Bord.

The ITU-T Operational Bulletin and the SG Regulatory series (Regulatory Colloquium and Global Directory) continued their slow decline. Overall, the levels of losses incurred by General Secretariat publications (including ITU News, see Box 1) have been considerably reduced, mainly due to the termination of the Regulatory Colloquium series.

Figure 3:  Sales of ITU-T and ITU-R Recommendations, by year and by media, 1992-2000

In millions of Swiss Francs
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Source:
Publications account, “Compte d’Exploitation” and “Tableau de Bord” (various years).

5.
“Free Recommendations”

The major change in publications policy that has taken place in the last year is the introduction of the “free Recommendations” policy since 1 January 2001 (implementing C00/46). There are two principal elements to this policy:

· Provision of a free single-user online subscription, on demand, to all Member States and Sector Members;

· The right for anyone to download up to three Recommendations per year, free of charge.

In the first five months of the year (to end May, 2001) overall sales are running around 5 per cent less than in the same period in 2000 (before the announcement of the change in policy). Given that the second year of a biennium is usually better than the first year (for instance, royalties are already around CHF 300 K compared with just CHF 560 K in the whole of 1999) this would be consistent with a fall in income of around CHF 1.5 million over the course of the year compared with what might have been in the case of no change in policy. This is in line with the predicted losses reported to Council in document C00/46.

As expected, the main change has been in the usage of the e-bookshop where sales are running on average CHF 38’000 per month down on the equivalent period last year
. Encouragingly, the new policy is having the effect of raising demand, and the volume of downloads is almost twice the level of last year. For the T Sector, e-bookshop downloads are running at almost five times the level of orders. This is in line with the aims of the policy, which are to increase dissemination of ITU products and services, especially to those that would not otherwise use them, such as students, small and medium-sized enterprises and non-members (Figure 4). For instance, in the period to mid-March, around 16 per cent of all free downloads were by students. This would seem to confirm that the free downloads are reaching the target audience.

Figure 4: Sales and e-bookshop free downloads, in the first five months of 2001

For electronic bookshop and for all publications, in Swiss Francs
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Source:
Publications account, “Compte d’Exploitation” and “Tableau de Bord” (various years).
6.
Sales distribution

In the year 2000, ITU-T and ITU-R shared the main bulk of sales by value. Both declined compared with the average for 1998/99. Indeed, the only area of increase was in the General Secretariat where sales were up fractionally, mainly due to the launch of the ITU Internet Reports series and the subscription policy for the ITU News (see Figure 5). 

Figure 5: Sectoral breakdown of publication sales. 2000, and change over time

Left chart in percentages of ITU total; right chart in percentage change 2000 compared with average 1998/99
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Source:
Publications account, “Compte d’Exploitation”. “Other” includes Royalties, revenue from debt recovery, advertising, souvenir sales, sales at TELECOM events and miscellaneous revenue.

7.
Cost control

The shift from paper-based to electronic publications is reflected in the cost structure of the publications account. By comparison with earlier years, the percentage of costs devoted to “production” (including the staff of the Publications Composition and electronic publications units as well as external printing costs) has fallen from 80 per cent in 1995 to just over 60 per cent in 2000 (Figure 6). This would appear to reflect growing reliance on electronic publications, which have lower marginal production costs. ITU-T, which generates most of its sales electronically, is the most “profitable” of the Sectors. Staff costs have fallen somewhat, mainly due to unfilled vacancies in areas such as external publications, electronic publications and sales and marketing. Overall, costs fell to CHF 10.6 million, which is down by almost 20 per cent on the average for 1998/99 (CHF 13.2 million per year). Greater use of internal printing facilities, and the completion of the SAP upgrade, are two factors that have contributed to a reduction in costs. However, in analysing costs, it is important to note that analysing only one part of the budget can sometimes be misleading. In the case of the ITU News, for instance, costs that were previously recorded under the author cost centre now appear under the Common Services Dept. It is also the case that the costs of electronic publications are not always properly reflected in the pricing process, especially where costs go into publications that are eventually made available free of charge.
In previous years, inventory control has been a major source of concern for IPPC. Far fewer publications (73’000) were destroyed during 2000 than in previous years. Nevertheless, the nominal value of the inventory is above CHF 8.6 million, equivalent to around 18 month’s worth of paper-based sales (Table 2), and the net value (for insurance purposes) is CHF 2.6 million. However, it should be noted that, given the increase in the average value of ITU publications (e.g., CD-ROMs) the increase in the unit cost of the inventory is only modest. It may be worth examining reducing the price for out-of-date publications.
Figure 6: Breakdown of costs, 2000, and cost trends, 1996/97 - 2000

In percentages
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Note:
 “Other” costs include credit card fees and equipment rental.
Table 2:  Trends in inventory of unsold publications, 1998-2000

	
	2000
	% change, 99/00
	1999
	% change, 98/99
	1998

	Publications printed
	320'096
	-33.6%
	482'012
	-4.4%
	504'191

	Sold / free copies
	473'261
	26.0%
	375'634
	6.2%
	353'563

	Change in inventory
	-64'152
	-160.3%
	106'378
	-29.4%
	150'628

	Eliminations/Adjustment 
	74'913
	-66.4%
	222'768
	-18.0%
	271'576

	Inventory at year end
	981'235
	-6.1%
	1'045'387
	-4.7%
	1'097'408

	Cost-price value of inventory (CHF)
	8'693'292
	6.5%
	8'163'522
	0.1%
	8'152'167

	Net value of inventory (CHF)
	2'674'859
	2.7%
	2'604'161
	3.8%
	2'508'359

	Unit cost (net value/inventory items)
	CHF 2.73
	9.4%
	CHF 2.49
	9.0%
	CHF 2.29


Note:
“Net value” is for insurance purposes. It is calculated as the production cost (cost price minus 30 per cent for administrative expenses) with 6 per cent amortization.

Source:
 “Compte d’Exploitation” (various years).
8.
Areas for further study

This report has been prepared to facilitate discussion by IPPC at its meeting on 8th May 2001. It will be revised subsequently. Although the report presents a generally favourable picture, especially with regard to cost control, nevertheless there are a few areas where further research and close monitoring of trends is warranted:

1.
The evaluation of the “free Recommendations” policy should be one of the major areas for IPPC work in the coming years. While it is still early days, the three indicators that should be tracked are:

· Overall number of downloads, especially via the e-bookshop.

· Monthly level of sales compared with previous years.

· Change in the number of members, especially of the ITU-T. 

If the policy works well, then downloads and new members should increase without having too drastic effect on the level of sales. Preliminary results suggest the policy is achieving its aims for ITU-T and ITU-R Recommendations but not at all for ITU-D Recommendations and manuals, due to their lack of visibility on the ITU-D website.

2.
Better use of the information generated by the free-downloads policy. Each time a free download is made, certain information is collected from the client. In the period to mid-March, for instance, some 3’842 clients had registered with the system. This mailing list can now be used for marketing purposes and to gain new Sector Members.

3.
A further significant change over the last year is cost cutting, especially of staff costs, achieved chiefly by leaving positions vacant. While this is laudable, it will be necessary to monitor the situation to ensure that it does not have a deleterious effect on customer service. Indicators to track here will include:

· Average delays in processing orders, dispatching orders and responding to emails and other queries.

· Average time taken between delivery of manuscript and its availability as a publication (in different media).

· The degree of cost recovery for individual publication series.

4.
Analysis of the sales results emphasises, more than ever, the extent of ITU’s dependency on sales of maritime publications. It may be wise to carry out a risk assessment in the light of different scenarios.

5.
Finally, as ever, the IPPC should remain vigilant in seeking new opportunities to improve services to members and other customers, for instance in the development of new publication titles, in the provision of existing titles in more convenient formats and in the exploitation of synergies between product ranges (e.g., updates to CD-ROMs delivered via the Web). In this respect, the feasibility study of DVD publishing to be considered by IPPC may present a new departure.

� This report has been revised following discussions at the 60th meeting of the IPPC, held on 8th May and subsequent written comments. It has been extended to cover discussion of ITU News at that meeting.


� Ideally, actual 2001 sales would be compared with predicted 2001 sales that would have been achieved in the absence of a change in policy. However, on a month-to-month basis, this is not possible due to high levels of variation.
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