SCENARIO: Harrison-Keyes, Inc.





COMPANY OVERVIEW





A global publisher of print products, Harrison-Keyes specializes in scientific, technical and business books and journals, professional and consumer books, textbooks and other educational materials for all levels of study. The company holds about 22,700 active titles and publishes about 2000 new titles each year.





Over a century old, Harrison-Keyes was founded in 1899 and made its early money publishing the works of literary giants. Throughout the years, the company‘s focus shifted to meet demand and by the mid-1950s, it was regarded as a leading publisher of business, scientific and technical information.





In recent years, Harrison-Keyes has suffered the woes plaguing the entire industry. As competition from low-cost retailers eats into profits, publishing companies are finding success -- or even survival -- a challenge. In an effort to revitalize the company, the Harrison-Keyes Board of Directors recently hired a new CEO.





THE PLAYERS





Meg P. McGill, CEO: This newly hired CEO hails from the high-tech industry and is a strong proponent of all things digital. Meg’s plan to update Harrison-Keyes’s strategy for the new millennium hinges on e-book publishing.





Robert Smith, CFO:  A talented CPA whose been with the company for ten years, Robert is focused on the company’s bottom line. He’s a bit uncomfortable with the financial projections for the e-books strategic initiative.





Jan Peters, Senior Vice President, Business Development and Head of the Implementation Team: Jan has been with the company for two years and is eager to be promoted.





Will X. Harper: A well-established and well-known author on the “A” list, Will has reservations about e-books and is leading what has become known as the “author’s opposition group.”





Dharma Joyce, Executive Vice President, Global Strategy: Before joining Harrison-Keyes five years ago, Dharma worked for a major consulting firm. She is in charge of seeking and developing global expansion opportunities for the company.





Mark Simmons, Executive Vice President:  For 15 years, Mark has been responsible for all legal operations. He is also particularly involved in digital rights management.





Marsha Goldfarb, Senior Vice President, Marketing:  Marsha is a talented, creative marketer who has been with the company for five years.





Mack Evans, CIO: Though he‘s been with the company 10 years, Mack has no formal education in technology and now, it appears that the skill set he does have is slightly outdated.





Pete Ross, Production Manager: Pete has been at Harrison-Keyes just two years, but he’s been in publishing for more than 25. Creative and cooperative, he has little tolerance for dealing with people from overseas.

















MARCH 24, 2004


E-MAIL 


FROM: Meg P. McGill


TO: Robert Smith; Mark Simmons; Marsha Goldfarb; Mack Evans; Dharma Joyce; Jan Peters 


CC: File


RE: e-publishing strategy





I’ve just returned from the monthly Board meeting, where we spent quite a bit of time reviewing market conditions. I’m pleased to say that the Board is still extremely supportive of our e-publishing initiative, but they would like me to reiterate how critical it is that we know our market. Although they’ve fully bought into the e-publishing paradigm, they’re still not convinced that the general public is as enthusiastic as we are about this new way of reading. 





You all know that as an industry, publishing is stagnating. Independent booksellers are being edged out by superstores, our distribution channels are consolidating, and the mega-discounters are cutting our profits down to the bone. We are also being hurt by industry-wide generous return policies, which promise no-questions-asked, no-penalty returns from bookstores. 





The Board and I consider e-publishing to be our salvation. After more than a century in this business, this company has become set in its ways and sometimes wary of venturing out of its comfort zone and into the new age. Our rivals have not been so slow to adopt e-publishing, so it’s imperative that we do this well to remain both successful and competitive. Let’s show the Board they have nothing to fear, and bring those customers aboard!  





Good work all!


mpm








E-MAIL


FROM: Meg P. McGill


TP: Marsha Goldfarb 


CC: File


RE: Board question





Marsha,





Hopefully, you’ve already read my prior email. Can you work up some numbers that I can share with the Board that shows industry-wide growth rates of e-book sales? 





Thanks.


mpm





E-MAIL


FROM: Marsha Goldfarb


TO: Meg P. McGill 


CC: File


RE: Re: Board question





Hi Meg,





Between April and May, worldwide sales of e-books rose by five percent, while revenue from sales grew by 23 percent compared with the same time last year, according to the Open e-Book Forum. The figures were even better for the first quarter of this year, leaping by 46 percent.





Compared to printed books, these numbers are minuscule, but if this growth continues, sales will be huge before long! The Strategic Plan presentation contains some of our projections, and they’re quite conservative. If you haven’t shown these to the Board yet, maybe now’s the time. We’re projecting that in our first year, we should earn 32 million from e-books scaling up to 102 million in three years, which puts e-books at five percent of our total revenue in a short period of time. 


I don’t think you’re going to have a problem with the Board once you present these figures.








MARCH 25, 2004


DELIVERED VIA MESSENGER








Will X. Harper


880 Fifth Avenue


New York, NY 10021





Meg P. McGill


Harrison-Keyes, Inc.


650 Madison Ave


New York, NY 10022 





Dear Meg,





It is with great dismay and disappointment that I write this letter. I have been a Harrison-Keyes author for more than three decades. Together, we’ve published five best-sellers and a Pulitzer winner. I’ve always found your company to be fair and just when it comes to royalties and advances -- until now. 





I am utterly disturbed by your insistence that my latest two books be converted to digital media, and I‘m not the only author on your roster who feels this way. These so-called e-books are an open invitation for pirates to easily and illegally make thousands of copies of my works, possibly costing me hundreds of thousands in royalties.





I’ve had my lawyer go over my contract and he’s concluded that the wording on this subject is vague at best and, therefore, debatable in a court of law. This might indeed be the avenue I, and others, pursue if Harrison-Keyes continues down this path without consideration for our concerns. 





I look forward to hearing from you,


WX





E-MAIL


FROM: Pete Ross


TO: Jan Peters 


CD: File


RE: Big Problem





Jan,





I’m really having a tough time working with Asia Digital Publishing, that Indian company you selected to format the e-books. They’re never around when I call them; they‘re always away from their desks -– or on vacation ;-(. They also seem to be having trouble understanding what I mean by the word “deadline.”  I’ve given them a lengthy schedule, including interim target dates, for a batch of e-books that need to get out by April. So far, they’ve missed each and every target, and I’ve got no hope that we’re going to meet our ultimate deadline. I’ve had to redouble our efforts back here at the main office to take up the slack, so I’m going to need you to authorize an additional expenditure. Okay?





EXCERPT FROM PHONE CALL BETWEEN JAN PETERS AND PETE ROSS





Pete: Pete Ross here.





Jan: Hey, Pete. I just read your email. Tell me more.





Pete: I‘m just so ticked because I can’t seem to get Venkat on the phone. Every time I call, he’s either on vacation or has just left for the day. Geez, I wish I had his hours. 





Jan: Yeah, I’ve also had some problems reaching him. Have you tried to reach Radhika? She’s usually around.





Pete: Tried but no luck; she‘s never there either. The difference in time zones is killing me!





Jan: So, what’s the impact?





Pete: Well, like I said in my e-mail, they’ve already missed some interim target deadlines and I’m guessing that they’re never going to make deadline for April. That’s why I want you to authorize the extra expenses for me to do the work back here.





Jan: That might work this time but I can’t do that every time this happens; we just don‘t have the budget for it. Do you think you can work with Venkat and Radhika to get this problem fixed?





Pete: Only if you make the phone call – and they actually pick up! I’d rather find a new arrangement all together; this just isn’t going to work, and we’re setting ourselves up for failure by continuing it.








MARCH 26, 2004


E-MAIL


FROM: Meg P. McGill


TO: Jan Peters, Mark Simmons 


CC: File


RE: Author problems





I just received a letter from Will X. Harper and he’s hopping mad. I wasn’t aware that there were any author problems with our e-publishing initiative. How did this get so far out of hand? My assistant’s on her way with copies of the letter for you.  Please come up with some ideas on what we can do to get these authors on our side. This is critical.





mpm








E-MAIL


FROM: Mark Simmons


TO: Meg P. McGill 


CC: Jan Peters


RE: Author problems





Hi Meg,





I just read Harper’s letter. We did change the wording of our author agreements more than a year ago, and the new wording permits us to digitize as well as print produce all new works. But we haven’t yet gone back and drafted any agreements that allow us to digitize our back list without risking serious legal ramifications. Harper’s recent works are covered by our new agreement and legally, we’re entitled to digitize these, despite what his lawyer says. But having the right doesn’t necessarily mean we’re out of the woods as long as an author as well-known as Harper has this many reservations.





Copyright holders have always objected to new techniques. Remember when VCRs came out? Hollywood was sure that profits would suffer but instead they skyrocketed through sales and rentals of videos, and now DVDs.





The answer might lie in Digital Rights Management (DRM), which is automated methods for controlling rights to digitized works. Unfortunately, right now, the laws are still being written and they‘re surrounded by controversy. Still, DRM might worth looking into -- if the implementation team isn’t already doing so.





I’m wondering – are there any other technologies out there that can be used to allay Harper’s fears?








MARCH 29, 2004





!HIGH PRIORITY E-MAIL


FROM: Mack Evans


TO: Meg P. McGill 


CC: Robert Smith; Mark Simmons; Marsha Goldfarb; Dharma Joyce; Jan Peters


RE: Technology programs





Team,





I have spent the entire weekend in the computer room, and I hate to inform you that we’ve got more than a few problems implementing the new software that permits us to sell books directly from our Web site. I’m not even sure that our hardware has the capacity to handle the loads that the e-commerce software requires. 





I take full blame for this. My staff did not create a project plan that fully factored in prototyping. I am fully aware of the target dates in the implementation schedule and plan on allocating all available resources to this problem. 





Meg, I’m going to have to pull some people off other high priority projects, but I‘m hoping that I can get this resolved by the end of this week. If not, we’re not going to be able to sell our books on-line ourselves and will have to rely on established on-line booksellers such as Amazon. Robert, how much would a one-month delay affect our projected profits?





Mack 








MARCH 30, 2004


ARTICLE IN CRAIN’S BUSINESS MAGAZINE





WILL X. HARPER IN HARRISON-KEYES DISPUTE





NEW YORK -- After more than 30 years with the venerable Harrison-Keyes Publishing, Pulitzer Prize winner Will X. Harper has been making the rounds of New York publishers. Harper’s apparent move to jump ship has no doubt been prompted by stalled discussions with new H-K CEO Meg P. McGill over Harper’s copyright protection under McGill’s highly-touted e-publishing platform. 





The Harrison-Keyes e-publishing program hasn’t been without other problems. Sources inside the company say that problems with foreign vendors, technology and implementation are plaguing the launch of McGill’s strategic initiative. The word on Wall Street: Don’t buy H-K stock just yet...











MARCH 31, 2004


LEADERSHIP TEAM MEETING





Meg: I’m sure you all know the reason for this meeting: This Crain’s article has the potential to completely damage both our plans and our reputation. I was on the phone with various Board members for hours yesterday‘ they’re getting very anxious. I wanted to meet today to first identify all of our problems and then try to find some resolutions.





Jan: There are quite a few problems, Meg, but one of the major ones is production related. As you know, our implementation plan called for some overseas outsourcing to cut some costs. We’re using a company called Asia Digital Publishing to do the technical formatting for the e-books, which means laying them out in terms of font, style and graphics, as we would for print books, but also adding what‘s needed for digital books. In our case, we’re producing books in the standard e-book format using Adobe PDF files. That‘s the most common format for e-books, but we‘re also incorporating some others. Microsoft Reader permits readers to “hear” an audio version of the book. e-Books with multimedia include animation, audio and video, and finally, there’s a really high-tech, interactive version of the e-book that uses VRML – in essence, virtual reality. Anyway, the bottom line is that this Asian supplier is just not working out – or at least it appears that way so far.





Dharma: That’s a bit strange since my group hand-picked Asia Digital. They came highly recommended. It’s not unusual to have these problems in start-up efforts like ours, but they‘re often difficult to resolve. 





Mark: That almost seems like a small problem compared to the reluctance of our authors to move in this direction. Harper seems to be willing to jump ship over this, and I think we need to treat him with kid gloves. I called him the other day and he seemed happy to talk to me. We chatted for a while about pirates and so on, apparently the topic on his current lecture circuit. Anyway, he mentioned something I found interesting. He said at each of his lectures, he‘s taken it upon himself to ask a question about the adoption of e-books technologies and that he’s been getting very few hands raised. Doesn’t that appear to run counter to our market research?





Meg: The Board had that opinion as well, but our research did counter it. This is another problem we’re going to have to deal with.





Mack: I do remember seeing the market research studies so I’m really hoping that this fear is groundless. At any rate, I’ve got a big problem, too. The e-commerce software that we had planned on using to sell the e-books directly from our Web site is still not functioning properly. We’ve been working 24/7 on it and we’re making headway but we’re not there yet. My gut feeling is that we’re going to have to delay the launch of our sales Web site, at least for a short while.





Robert: This is a whole bunch of bad news. I didn’t have a good feeling about this from the very beginning and now it looks like it’s exploding into a big financial mess. How much are all of these false starts going to cost me?





Mack: I’m assessing the costs now. We’re probably going to need to upgrade the hardware that’s running the e-commerce server. I also think that we might need to purchase an additional e-commerce module from the vendor, one that calculates foreign shipping costs. Obviously, I’m going to need human resource funding to pay for all this tweaking. Bottom line is that we’ll need around $250 thousand for the hardware and $75 thousand for the software upgrades.





Robert: (grumbles loudly) I really don’t know why you didn’t estimate this properly in your project plan, Mack. That’s your job.





Mack: Back off, Bob. We’ve all known your negative opinion since the beginning, and it really hasn‘t helped matters much. You can never anticipate every cost going into a project and you know it’s impossible to cost properly without knowing all the parameters.





Meg: All right, all right; let’s not argue. It’s not going to help. We know we have problems; we really need to focus on solutions.





Mark: I still say that even if  the outsourcing might not have been a good idea and we have a few technology wrinkles, all of these issues are moot if we can’t get our authors on our side. Mack, have you given any thought to technological solutions to preventing piracy?





Mack: I’ve asked one of my staff members to look into it. 





Marsha: That Crain’s article was a big blow to our credibility. I also heard that Publisher’s Weekly is going to publish an article on our problems. By the way, does anyone know who the person is who is giving out all of this insider information? If these leaks aren’t stopped, we’re going to be in an even bigger mess. Meg, I do hope you realize what Harper’s defection would mean to Harrison-Keyes.





Meg: The list of problems just keeps getting bigger and bigger. Marsha, you‘re our business development expert so I‘d like you to take charge. I’m going to give you a month to come up with solutions to all of these problems.











