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[Palo Alto, Calif. — 15 Dec 2012] In the history of the written word, 2012 will be remembered as the year that e-Books finally came of age. This year they achieved unquestionable, widespread adoption by readers and writers — and by the corporations that profit from them — after more than a decade of wishful thinking on the part of technology futurists. Bullet points:
-- The popularity of tablets and smartphones established a solid hardware platform for the consumption of e-Books in 2012
-- Self-publishing matured, doubling the volume of reading material in digital form available to consumers
-- The factors above gave corporate giants an incentive to fully embrace the medium, both in terms of production and consumption
TABLETS RULE: In developed nations, the wild popularity of tablet computers such as Apple’s iPad and Amazon’s Kindle (among others) in 2010 and following laid the groundwork for the digital landslide of 2012. The near ubiquity of e-Book capable smartphones added to the potential markets for e-Books.
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SELF-PUBLISHING ASCENDANT: Fifty Shades of Grey by E.L. James sold more than 65 million copies worldwide in 2012. According to Publishers Weekly, “Although James did not ‘self-publish’ in the technical sense of the word—she might as well have.”
“…The exponential growth of e-books and digital readers has accelerated change, because physical stores are no longer the only way for authors to connect with readers,” says Keith Ogorek of Author Solutions, Inc., a company that caters to aspiring writers, which was purchased by Penguin for $116 million in 2012. “While these changes have made now the best time in history to be an author, they have also made it one of the most confusing times to be an author,” he concludes.
The ability of writers to independently publish nearly anything today in printed and/or electronic formats with remarkable speed and economy was a crucial factor in the 2012 watershed. With the stigma of “self-publishing” largely fading, both wannabe and established authors bypassed publishers in record numbers. In 2011 alone, more than 230,000 new books were released by their authors in print or online, according to The Book Industry Study Group; at this writing, it appears that this record will be shattered by a wide margin in 2012, perhaps totaling 300,000 or more new titles.
On the other side of the coin, in the mainstream book trade, Publishers Weekly (6 June 2012) estimated that nearly 350,000 conventional printed books were released by mainstream U.S. publishing houses in 2011, with a very large percentage available in both printed and digital formats.
Old school (“legacy”) book publishers faced additional urgency to embrace e-Books in 2012, because their most important outlets for tree-Books — “brick-and-mortar” bookstores — were simultaneously faltering.
After the collapse of Borders in 2008, online bookselling claimed a greater and greater share of total sales in both printed and digital form, year after year. In 2012, Barnes & Noble still maintains its own stores, Web site, a line of Nook e-Book reading devices, and a bare-bones, do-it-yourself e-Book publishing service called PubIt! but in spite of a $300 million investment by Microsoft this year, it remains a minor player compared to giants like Amazon, Apple and Google. Its late 2012 announcement of launching outlets for its Nook e-Book reading devices in 2,500+ brick-and-mortar U.K. storefronts, while promising, has yet to prove a game-changer.
FOLLOW THE MONEY: As the number of e-Book capable tablets and smartphones on the street reached hundreds of millions, while the volume of available reading material in digital form grew exponentially, commercial giants like Amazon, Apple and Google redoubled their efforts to capture market share, pouring more of their vast resources than ever into a battle for control of digital publishing.
In 2011, e-Books generated about $3.2 billion in revenue, expected to triple to $9.7 billion by the year 2016, according to a Juniper Research report. Historically, printed book revenues have hovered around $25 billion per year in retail sales. Some industry observers speculate that e-Books could account for 25% or more of total book revenues in 2012, and almost certainly in 2013.
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It is easy to conclude (falsely) from this growth rate that e-Books will soon overtake tree-Books in total revenues. One reason they will not is that tree-Books still command much higher prices than their digital counterparts, and therefore publishers generally earn more from the sales of paperbacks:
In the breakdown above, it’s important to note that the difference in net profit between the e-Book and the tree-Book is almost exactly the amount of the author’s royalty. For this reason, a self-publishing author (who retains the royalty) may earn virtually the same amount from an e-Book as from a paperback. On the other hand, a paperback priced at $14.99 may command only $2.99 or $3.99 (or less) as an e-Book, further widening the revenue gap in favor of the tree-Book... or worse, especially for the self-published author, both e-Book and tree-Book may not sell at all.
“Fast & Easy” versus “Slow & Hard”
Brick-and-Mortar versus e-Commerce
Publishing paperbacks requires more up-front investment, and may involve far more paperwork, greater accounting and overhead expenses, and other artifacts of “brick-and-mortar” commerce. “Print-on-Demand” technology has eliminated a great deal of the old infrastructure of print publishing, such as warehousing, inventory taxes, unsold books, etc. Just the same, publishing in print takes more time, money and work. For these reasons, in the future more and more publishers may opt for the slightly lower profit from an e-Book… but not in every case.
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As shown above, regardless of the economics of publishing, everyday people read books for different reasons — and some of them are still better served by tree-Books. On this basis, plus the near-saturation levels of new e-Books appearing each year, we predict that in the U.S. sales of e-Books may plateau at about 25% of total revenues by mid-2013, while continuing to grow internationally, as discussed later in the “Going Global” section of this report.
NEW PUBLICITY PARADIGM: Another important trend paralleling the explosive growth of e-publishing is the role of the author as book publicist, largely driven by social media such as Facebook and Twitter. Traditional media such as print advertising, book reviews in newspapers and magazines, talk show tours, brick-and-mortar bookstore signings, etc. are rapidly taking a back seat to Web-driven publicity.
The growing use of social media as a method for cultivating readers also put unknown writers closer to parity with bestselling authors than ever before. Formerly undiscovered writers such as Amanda Hocking and John Locke (to cite just two examples) catapulted from obscurity to millions of book sales using online promotion almost exclusively to cultivate their audiences. In 2011, Locke self-published an e-Book titled How I Sold 1 Million e-Books in 5 Months describing how he used Twitter and ’Blogging as virtually the sole methods of publicizing his 99 cent detective e-Books. Ironically, both Hocking and Locke later signed traditional royalty publishing contracts rather than continue to self-publish using the techniques they popularized. Just the same, online promotion has now largely supplanted traditional media for book publicity industry wide, not just for self-publishers.
THE AMAZON MONOCULTURE: Amazon has played a pivotal role in both the growth of e-Books, and the self-publishing boom. It popularized the Kindle as a hardware platform for e-Books by selling the devices for less than the manufacturing cost, then established royalty structures that heavily favored low prices from $2.99 to $9.99, giving consumers an incentive to opt for e-Books in favor of more expensive tree-Books. As with Apple’s genius in making iTunes music downloads effortless, Amazon has been successful in making e-Book buying “one click” easy, with instant delivery. These factors combined to build a robust market for e-Books now totaling billions of dollars annually.
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