IPPC/080

Analysis of ITU publication sales trends, 2001 

1.
Introduction

This document presents a critical analysis of the sales performance of ITU publications during 2001 in the context of longer-term trends. The year 2001 accounts cover the second half of the 2000-01 biennium accounts, which were submitted to Council-02 in document C02/13 (Financial Operating Report for the biennium) and in information document C02/EP/10.

2.
2001 highlights in review

Figure 1:  ITU publication sales trends, 1993-2001, and surplus/deficit by Sector, 2001
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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 2001 (CHF 12.4 million) was down by some CHF 1.7 million (-12.3 per cent) compared with 2000. This was the biggest single fall in publication sales since 1991. Overall, the result of the 2000-01 biennium was CHF 26.6m compared with the CHF 29.6m achieved in 1998-99. The reasons for the decline in income are discussed in Box 1. In 2000-01, a nominal “surplus” of CHF 4.68 million (17.5 per cent of sales) was recorded, which is higher than that achieved in the biennium 1998/99 (CHF 3.2 million, or 10.8 per cent). 

The only Sector to achieve nominal profits in 2000-01 was Standardization, which achieved a surplus of just over CHF 5 million (before frais generaux are taken into account) on sales of CHF 11.6 million. Although the Standardization Sector might have been anticipated to be the hardest hit by the “free Recommendations” policy, in reality the impact on the surplus was less than expected, though sales of Recommendations were down by 14 per cent over the biennium. The other two Sectors plus the General Secretariat each made small nominal “losses”, which would be much larger if frais generaux were considered. The Radiocommunication Sector continues to be the major generator of publication sales, accounting for almost half the total. This is mainly due to maritime publications, which despite benefiting from a captive market do not generate any significant surplus. The performance of different sectors is explored in more detail below.

Box 1: The impact of “free Recommendations” on publication sales

In 2001, income from sales of publication fell by CHF 1.7 million. Part of this was the anticipated outcome of the introduction of the “free Recommendations” policy. Under this policy, all ITU Members are entitled to receive a free subscription to ITU Recommendations online and any member of the public may download up to three Recommendations per year via the Electronic Bookshop. At the time this policy was discussed in Council (C00/46), it was anticipated that sales would decline by CHF 1.1 million per year. The decline in sales that can be attributed directly to this cause was around CHF 1.3 million. In particular, sales of CD-ROMs fell by CHF 0.7m and sales from the electronic bookshop were down by CHF 0.5m. Perhaps surprisingly, sales of online subscriptions were almost unchanged, perhaps because of the popularity of the “mirror site” option and the fact that many Sector Members preferred multi-user licences rather than the single-user licence on offer under the “free Recommendations” policy. 

The remaining loss is mainly due to a reduction in sales of publications on paper, which have been following a long-term downward trend. 

Box Figure 1: Impact of free publications on ITU publication sales
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Source:
Compte d’Exploitation, 2000-01.

3.
Publications by media

Although sales of paper publications declined during 2001 (from CHF 6.57m to CHF 6.01m), this was not as steep as the decline in other types of publications. Consequently, paper’s share of overall sales actually rose slightly to 48 per cent. It would be misleading, however, to suppose that this means that the transition from paper to electronic publications has halted:

· The figures for electronic sales do not include the income that would have been gained from “free” recommendations. For instance, the equivalent value of “free” subscriptions would have been CHF 0.9m and CHF 1.86m for “free” Recommendations delivered by the e-bookshop. However, it is unlikely that all of these “free” subscriptions would have been paid for. Some were only downloaded because they were free. On the e-bookshop in particular, free downloads outnumber paid ones by around seven to one.

· Paper sales are sustained principally by maritime publications. If and when these shift to an electronic format, paper sales will fall substantially.

Although paper constitutes a declining volume of sales, they contribute to a disproportionate share of costs, not only in production but also in sales processing and dispatch. It would be advisable to explore ways to reduce paper production and associated costs.

Figure 2:  Sales of ITU publications by media, 1995-01, and broken down by Sector, 2001
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Note:
Income from royalties and other miscellaneous items is excluded from both charts.

Source:
« Compte d’Exploitation ».

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 and Service publications are the main publications families in terms of sales revenue, contributing two thirds of total revenue. In 2001, ITU-T Recommendation sales fell below CHF 5 million for the first time. This fall represents the continuing decline of paper coupled with the loss of sales income due to the introduction of “free” Recommendations. (See Box 1, Figure 3 and Table 2). 

The rise of maritime publications continues. Sales of maritime publications and other service documents rose by 18 per cent in the 2000-01 biennium compared with the previous one. However, losses incurred on other ITU-R publications, notably the Radio Regulations and Recommendations meant that overall, ITU-R publications continue to incur losses. 

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 biennium. The new edition was published in March 2002. Profits made on indicator and regulatory publications offset losses made elsewhere, notably on ITU-D Recommendations and Manuals.

The ITU-T Operational Bulletin and the SG Regulatory series (Regulatory Colloquium and Global Directory) continued their slow decline. The introduction of a subscription policy and increased attention to advertising has boosted revenues from the ITU News, though it remains a heavy cost item. Overall, the levels of losses incurred by General Secretariat publications have been considerably reduced since the previous biennium. With the inclusion of revenues from ITU News and TELECOM, as well as new publications such as the New Iniatiaves series, sales are actually increasing (see Figure 4). The other area of increasing sales is the “other” category, which includes royalties, sales of souvenirs, sales at TELECOM events, as well as debt recovery from earlier years etc.

One of the reasons for the increase in the surplus of sales over costs, achieved during 2000-01, was better inventory control and a reduction in the number of volumes printed. As Table 2 shows, the number of items of inventor at the end of 2001 was down to just over 590’000 compared with over a million two years earlier. This has been done by reducing print-runs but also by eliminating stocks. The average price of inventory items has, however, increased, partly as a result of a long-term trend towards higher value products (e.g., CD-ROMs).

Table 1: Best-selling families of publications, 1997-98 – 2000-01

Sales in thousands of Swiss Francs

	Publication series
	1997-98
	1998-99
	2000-01
	% change, 98/9 - 00/1

	1. ITU-T Recommendations
	13'318
	12'992.3
	11'150.5
	-14.2%

	Of which:
	
	
	
	

	    Paper
	3'580
	2'435.6
	951.1
	-61.0%

	    Online+bookshop
	5'629
	6'230.6
	6'403.0
	2.8%

	    CD-ROM
	4'110
	4'326.1
	3'796.4
	-12.2%

	
	
	
	
	

	2. ITU-R Maritime + Service docs
	7'180
	7'419.7
	8'786.1
	18.4%

	3. ITU-R Recommendations
	1'475
	1'759.5
	1'642.9
	-6.6%

	4. ITU-R Regulatory
	2'142
	3'018.8
	1'589.0
	-47.4%

	5. Telecom Indicators & Regulatory
	1'166
	1'108.1
	833.5
	-24.8%

	6. ITU-R Manuals
	567
	1'180.0
	680.5
	-42.3%

	7. ITU-T Operational Bull.
	489
	456.6
	370.2
	-18.9%

	8. ITU News (incl. Ads)
	0
	24.0
	135.3
	463.8%

	9. SG Regulatory
	122
	88.5
	43.3
	-51.1%

	10. ITU-D Recommendations
	0
	41.8
	41.0
	-1.9%

	
	
	
	
	

	Top 10 Series
	26'460
	28'089
	25'272
	-10.0%

	Other publications
	353
	1'526
	1'304
	-14.5%

	All publications
	26'813
	29'614.9
	26'576.0
	-10.3%

	Top pubs as % of all
	98.7%
	94.8%
	95.1%
	


Source:
Publications account, Tableau de Bord.

Figure 3:  Sales of ITU-T and ITU-R Recommendations, by year and by media, 1993-2001

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

Figure 4: Sectoral breakdown of publication sales, 2001, and change, 2000-01

Left chart in percentages of ITU total; right chart in percentage change 2000-01

[image: image8.wmf]ITU-R, 

49.0%

ITU-D, 3.0%

ITU-T, 

41.2%

GS, 1.3%

Other, eg Royalties, 5.5%

Total sales by Sector, 2001

  [image: image9.wmf]-6.8%

9.3%

23.2%

-19.6%

-20.8%

ITU-T

ITU-D

ITU-R

GS

Other

Annual change 

(%), 2000-01, by 

Sector



Source:
Publications account, “Compte d’Exploitation”. “Other” includes royalties, revenue from debt recovery, advertising, souvenir sales, sales at TELECOM events and miscellaneous revenue.

Table 2:  Trends in inventory of unsold publications, 1997-2001

	
	2000-01
	% change since 98-99
	1998-99
	1996-97

	Publications printed
	763'725
	-22.6%
	986'203
	1'094'053

	Sold / free copies
	675'977
	-7.3%
	729'197
	767'655

	Change in inventory
	87'748
	-65.9%
	257'006
	326'398

	Eliminations/Adjustment 
	543'600
	10%
	494'344
	243'169

	Inventory at year end
	591'357
	-43.4%
	1'045'387
	1'218'356

	Cost-price value of inventory (CHF)
	5'984'477
	-26.7%
	8'163'522
	7'721'378

	Net value of inventory (CHF)
	1'841'378
	-29.3%
	2'604'161
	2'375'808

	Unit cost (net value/inventory items)
	CHF 3.12
	25.3%
	CHF 2.49
	CHF 1.95


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).
5.
Areas for discussion and further study

IPPC may wish to discuss a number of publications-related issues arising from the preparation of the draft financial plan for the period 2004-07. The PSC has specifically requested proposals from IPPC on how to bridge the gap, of approximately CHF 23.5 million (based on document PSC 805/3), between anticipated income and expected expenditure during this period. Specifically, PSC has requested proposals on the following issues:

“ITU Publications programme (number, and frequency: annual, monthly, etc), taking into account the income generated.

Some ideas: (a) could some publications be reduced in frequency (say, from monthly to quarterly, etc); (b) review the need of free copy distributions, particularly if the same publication can be accessed electronically.” 

Specific questions that may be considered by the IPPC may include:

1. What would be an accurate forecast of sales income for 2004-07?

The current draft of the financial plan anticipates an income of CHF 47 million compared with CHF 53 million in the previous period (in constant 1/1/02 values). Although it is undoubtedly prudent to err on the side of caution, especially in view of the “free Recommendations” policy, it would certainly be beneficial to the budgeting process if the forecast sales were higher, as it means that fewer cuts would need to be made elsewhere. A methodology based on taking 2001 sales, stated in 1/1/02 values and multiplied by four, would give a slightly higher sales estimate of around CHF 49 million.

2. Could prices be increased?

On the basis of the 2001 results, there would seem little justification for increasing prices of ITU-T Recommendations, as these show a high nominal surplus. For other publication series, especially those of the ITU-R sector, which are nominally loss making, there is a case for increasing prices. A ten per cent increase in the price of ITU-R publications could raise sales by some CHF 2.6 million over the four-year period. The pricing methodology, which is still based on paper, may need to be revised, for instance to take account of ICT costs. However, there may be some loss of sales as there is a degree of price elasticity (except perhaps for maritime publications).

3. Could discounts be reduced?

Statistics generated by the Sales and Marketing Unit indicate that the revenue “lost” by the practice of granting bulk discounts to resellers amounts to around 219’251 CHF per year. Two options are presented for reducing the upper discount band (currently 30 per cent) to either 25 per cent or 20 per cent. For the four-year period, this would create additional revenue of either CHF 165k of CHF 330k, according to which option is adopted. However, again there is some degree of price elasticity that may reduce the anticipated income. There is also the risk of losing our best clients.

4. Could any unfilled posts be left vacant?

The PSC has specifically raised the question of whether the P5 Head, Sales and Marketing Unit, could be left unfilled in order to save resources.

5. What savings could be made by terminating the paper production of certain publications and documents?

The trend towards electronic publications has meant a rapid fall in demand for paper-based publications. In some cases, there are already plans to phase out paper. In other cases, print-runs have been reduced, while in other cases, there may be a need for a review. A systematic review may provide scope for further cost reductions, particularly in the area of Recommendations (apart from standing orders), Circulars, the Operational Bulletin, Official Notifications, A/C/R publications and other areas. A reduction in paper should lead to concomitant reductions in required staffing, notably in Dispatch and internal messengers.

6. What cost savings could be made in staffing in publications-related functions?

PSC has specifically requested proposals on staff cuts that might be made in areas such as PhotoComposition, Dispatch, Electronic Publications, Sales Processing, QuickPub etc. In addition, there may be scope for integrating some publication functions into the activities of the author sectors, in order to achieve economies.

7. What opportunities exist for outsourcing?

There may be scope for outsourcing of some publication functions. Equally, there may be scope for making savings by bringing in-house some functions that are currently outsourced. This was the case, for instance, for some digital colour printing.
8. Could any publication activities be defined as UMACs (Unfunded Mandatory Activities)?

PSC has approved the concept of defining UMACs. There may be some scope for defining some publication activities as UMACs. An example would be the non-English editions of certain publications, or the provision of certain information circulars.

9. Other

What other possibilities exist for revenue-generation or cost savings?
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